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        2               COUNCILMAN GOODE:  Good afternoon.

        3      Will everyone please take their seats?

        4               This is the public hearing of the

        5      Committee on Commerce and Economic Development

        6      on Resolution 040046.  My name is W. Wilson

        7      Goode, Jr., I'm the Committee's Chair.  I note

        8      that a quorum is present.  To my right is

        9      Councilman Michael A. Nutter, Vice Chair of

       10      the Committee and primary sponsor of this

       11      resolution.  Other Committee Members present

       12      include Frank DiCicco, Donna Reed Miller,

       13      Darrell L. Clarke, Blondell Reynolds Brown,

       14      Marian Tasco and Frank Rizzo.  Also present

       15      are special guests from the state and federal

       16      level.  We are honored by the presence of

       17      Senator Arlen Specter.  We have a

       18      representative from the office of Chaka

       19      Fattah.  We also expect him to join us.

       20      Senator Vincent Hughes is here from the State,

       21      and representatives from the offices of Tina

       22      Tartaglione and Allyson Schwartz.  We are also

       23      joined by State Representative Jewell

       24      Williams, Ronald Waters, Marie Lederer, James

       25      Roebuck, Louise Bishop, Harold James, Kathy
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        2      Manderino, Rosita Youngblood, and Michael

        3      Horsey.

        4               At this time, I would ask the Clerk

        5      to please read the title of the resolution.

        6               THE CLERK:  Resolution 040046,

        7      authorizing the Committee on Commerce and

        8      Economic Development to hold hearings to

        9      investigate the proposed closure of the

       10      Medical College of Pennsylvania by Tenet

       11      Healthcare Corporation and the devastating

       12      impact that such a closure would have on the

       13      patients and employees of MCP, the East Falls

       14      Community, and the City of Philadelphia; and

       15      further authorizing the Committee in

       16      furtherance of such investigation to issue

       17      subpoenas as may be necessary to compel the

       18      attendance of witnesses and the production of

       19      documents to the full extent authorized under

       20      Section 2-401 of the Home Rule Charter.

       21               COUNCILMAN GOODE:  At this time,

       22      before we have opening remarks from the

       23      primary sponsor of the resolution, we'll be

       24      honored to have comments from Senator Specter.

       25               SENATOR SPECTER:  Thank you very
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        2      much, Mr. Chairman.

        3               I'm delighted to appear before this

        4      very distinguished Committee.  It's a pleasure

        5      to be back in City Hall.  I had spent a

        6      considerable amount of time in this

        7      prestigious City Hall when I served as

        8      District Attorney.  It's good to come to the

        9      City Council Chambers.  I was identifying the

       10      Chair where Councilwoman Joan Specter sat for

       11      16 years.  And I commend the Committee for

       12      holding this important hearing, and I commend

       13      all those who are in attendance with a very

       14      keen interest in what will be the future of

       15      the Medical College of Pennsylvania, MCP.

       16               I was alerted to the problem by Mr.

       17      Henry Nicholas in December and immediately

       18      contacted Drexel President Fapodakis who has

       19      responsibility for the medical school and

       20      called Secretary Thompson, the head of the

       21      United States Department of Health and Human

       22      Services, and then in early January, January

       23      9th, convened a meeting in my office in

       24      Washington with representatives from the

       25      Department of Health and Human Services and
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        2      the Governor's Office and various levels of

        3      government and the officials from Tenet to see

        4      what might be doable.  Ten days ago, Governor

        5      Rendell and I convened a meeting where we

        6      brought together area hospitals and, again,

        7      federal and state officials with the view to

        8      seeing what might be doable.

        9               There is a major problem to have MCP

       10      close in an area where they serve many who are

       11      in urgent need of medical care.  The indigent

       12      rate there is something at the 42 percent

       13      level.  The emergency room is of vital

       14      importance.  The employment of doctors and

       15      nurses and healthcare deliverers is of vital

       16      importance.  So we have been exploring a range

       17      of alternatives.

       18               Let me welcome my distinguished

       19      colleague, Congressman Chaka Fattah.

       20               Chaka, come sit next to me.  There

       21      might be some questions and there might be

       22      some hard questions, so I'd like to have

       23      Congressman Chaka Fattah to join me.

       24               We are continuing to review whether

       25      there is any federal money available, whether
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        2      there might be some facility which would

        3      qualify in a little different dimension.  I

        4      have conferred continuously with the Governor

        5      and, in fact, was on the telephone with him

        6      just a few moments ago.  But we are determined

        7      to see that the people in the area continue to

        8      receive healthcare.  Healthcare is

        9      indispensable.  It is the number one

       10      necessity.  Without health, a man or a woman

       11      or a boy or a girl are unable to perform their

       12      studies, their professions, any of their

       13      activities.  At the federal level we are

       14      working to try to extend healthcare to the

       15      40-plus million Americans who are now not

       16      covered.  And when the issue arose as to

       17      Medical College of Pennsylvania, this is

       18      something that has to be handled.

       19               I don't want to raise expectations

       20      unduly, but I think it is important for the

       21      people of the City and the community and the

       22      region to know that there is great, great

       23      concern over these issues.

       24               I'd be glad to respond to questions.

       25      And as I always add to that, I'd be glad not
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        2      to respond to questions.

        3               COUNCILMAN GOODE:  Thank you,

        4      senator.

        5               We are pleased to be joined by

        6      Congressman Chaka Fattah.  We'll ask him if he

        7      has any opening remarks at this time.

        8               SENATOR SPECTER:  I'm going to be

        9      asked to be excused at this time, if I may

       10      because you're in good hands.

       11               CONGRESSMAN FATTAH:  As the Senator

       12      departs, let me thank the Senior Senator.  His

       13      office has conducted and arranged some

       14      meetings related to this matter in Washington.

       15      He has kept my office and everyone else

       16      abreast and along with the Governor I think

       17      has weighed in quite heavily in this matter

       18      both with the Tenet Hospital organization and

       19      also looking at what the alternatives may be.

       20      And I have said publicly before that I think

       21      that it is of note that Tenet did not contact

       22      our Senior Senator before announcing their

       23      decision, did not contact the Senior

       24      Congressman from the City, myself, both of us

       25      who share a lot in common with the
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        2      neighborhood where MCP is located and did not

        3      contact any of us.  I know Councilman, the

        4      Chair of the Advisory Committee, was not

        5      notified.  So it wasn't a great effort, I

        6      think, to work this out without the need for a

        7      lot of public back-and-forth.  So Tenet has

        8      made some decisions that I think are very

        9      unfortunate, not just with the closing, but

       10      with the way they decided to handle this.

       11               I think that Senator Hughes and

       12      Councilman Nutter and others who thought that

       13      it would be useful to have a public hearing,

       14      that this is an appropriate way for us to

       15      proceed.  And I think that, at least for

       16      myself, we're proceeding down a number of

       17      tracks.  One is, I fully support the latter

       18      part of what Senator Specter says, that there

       19      may be some other institution, alternative

       20      delivery of healthcare in that community in

       21      which there could be a major role for the

       22      federal government to play.  And both the

       23      Senator and I are in a position, I think, to

       24      be of some help in that regard.

       25               In terms of Tenet, we'd like them to
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        2      review their decision even in light of their

        3      announcement to sell some now 27 of their

        4      hospitals, but to review their decision

        5      because they are part of a City in which they

        6      have responsibilities for a number of our

        7      healthcare institutions.  And the pattern

        8      that's being created here with Tenet and the

        9      relationship is not a good one.  And I know

       10      that the Governor who I've spoken to and

       11      others want to see whether there's some

       12      arrangement that can be worked out where Tenet

       13      can work along with us in ways that there

       14      would continue to be healthcare provided at

       15      that location, whether or not Tenet was the

       16      provider and owner of the facility or not.

       17               So I'll stop there.  I know you've

       18      probably heard enough from the Senior Senator.

       19      And I would be glad to do whatever the

       20      Chairman would like at this moment.

       21               COUNCILMAN GOODE:  Thank you,

       22      Congressman.  Thank you for joining us.  You

       23      may have a seat at any of these seats here.

       24               I note for the record that we've

       25      also been joined by Councilman Juan Ramos,
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        2      another member of the Committee.

        3               At this time, we will have opening

        4      remarks from the primary sponsor of this

        5      resolution, Councilman Nutter.

        6               COUNCILMAN NUTTER:  Thank you, Mr.

        7      Chairman.  I'll be brief.

        8               Mr. Chairman, this is a tragic

        9      situation in our City and our region.  The

       10      manner in which the proposed closure of MCP

       11      has been handled, both inappropriate and

       12      disrespectful.

       13               Tenet has been a friend in

       14      Philadelphia.  And now they have broken a

       15      moral promise and commitment to, in their

       16      words, let the healing begin.  Rather, they

       17      have caused great pain and hurt.

       18               I am personally disappointed in

       19      their behavior.  And these hearings are

       20      designed to find out what happened, how it

       21      could happen, and what is going to happen.

       22               And so, Mr. Chairman I close my

       23      remarks by saying, let the hearings begin.

       24               COUNCILMAN GOODE:  Thank you,

       25      Councilman.
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        2               Are there any opening remarks from

        3      Members of the Committee?

        4               COUNCILWOMAN TASCO:  Thank you, Mr.

        5      Chairman.

        6               Today is a serious day, and we thank

        7      all of our State Representatives for coming,

        8      and if they couldn't come, sending a staff.

        9      We thank all the people who have come out this

       10      afternoon to hear this discussion about the

       11      closure of MCP.

       12               Along with the people in this room

       13      who have decided to hear what's going on are

       14      some young people from my district.  And I'd

       15      like to recognize them because these young

       16      ladies just heard there was a hearing.  Didn't

       17      know about the content of the hearing because

       18      they finished their mid terms, they could have

       19      done a number of other things that young

       20      people do, go to the mall, go someplace, but

       21      they came down here.  And then when they heard

       22      about the hearing, they said, "Oh, yes, it's

       23      about the hospital."

       24               So I'd like to give a shout out, as

       25      they asked me to do, and that is to Brittany
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        2      Washington, Hanna Wilder, and Nasia Taylor.

        3      They're all from the 9th Councilmanic district

        4      and they attend McDevitt High School.

        5               Would you young ladies please stand?

        6               Let's welcome them.

        7               (Applause.)

        8               COUNCILMAN GOODE:  Thank you,

        9      Councilwoman.

       10               Are there any Members of the

       11      Committee who have opening remarks?

       12               The Chair recognizes Councilman

       13      Ramos.

       14               COUNCILMAN RAMOS:  Thank you, Mr.

       15      Chairman.  This is my first Committee meeting

       16      as your new Councilman, and I hear that

       17      they're trying to close down my hospital.  And

       18      I'm not happy about my hospital being closed.

       19      It is a very important issue.

       20               During the summer, I was approached

       21      by people in another part of town that their

       22      hospital was closing and, in fact, closed

       23      down; Parkview Hospital.  That was also

       24      managed by the Tenet Corporation.  And I am

       25      very much concerned about this corporation and
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        2      other corporations, medical corporations,

        3      closing hospitals in our neighborhoods

        4      affecting people that need medical attention

        5      more so than affluent people or people like

        6      ourselves here in City Council that get

        7      medical coverage that maybe can move around to

        8      other hospitals.  There are people that are

        9      not as fortunate.

       10               I'm here to let you all know that I

       11      will join in this Committee and join

       12      colleagues here and Councilman Goode, the

       13      Chair, and Michael Nutter, your Councilman of

       14      the MCP area, in this very much needed public

       15      exposure to what's happening to healthcare in

       16      our City and in our neighborhoods.  Thank you.

       17               COUNCILMAN GOODE:  We also note for

       18      the record we've been joined by Council

       19      President Anna C. Verna.

       20               At this time, we will invite opening

       21      remarks from our special guests from the

       22      State, no particular order.  I would ask that

       23      if you press the button before you, we will

       24      actually ask them to turn on all the mikes for

       25      those people who would like to speak and I
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        2      will just acknowledge you.

        3               The Chair recognizes Senator Hughes.

        4               SENATOR HUGHES:  See, in Harrisburg,

        5      red means stop and green means go.

        6               COUNCILWOMAN TASCO:  You're in City

        7      Council.

        8               SENATOR HUGHES:  First of all, let

        9      me thank Councilman Nutter and Councilman

       10      Goode and the entire body of Council for

       11      unanimously passing of this resolution and

       12      affording this opportunity to hear very

       13      specifically about what happened, when it

       14      happened, why it happened, and probably most

       15      importantly, what we're going to do now that

       16      it has occurred.  And I really want to thank

       17      the Chairs of this Committee and the maker of

       18      resolution for allowing all of the levels of

       19      government to step up and join in together to

       20      hear what is going on and what role we all can

       21      play in trying to resolve this problem.  I

       22      think it probably is one of the unprecedented

       23      occasions in the City's history that we've all

       24      joined together at this level from our United

       25      States Senator to our United States
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        2      Congressmen all the way down to folks in State

        3      and here in City Council to work together.

        4               It's important, I think, because

        5      most importantly it sends a message to the

        6      folks who live in that area, the folks who

        7      live in that community both in the East Falls

        8      and Germantown and North Philly and the

        9      surrounding areas that we are serious about

       10      this and there is an opportunity and hope is

       11      available for them and that working together

       12      we can resolve this problem.

       13               We have some very serious

       14      investments at the state level that we've

       15      provided in this situation when Tenet stepped

       16      to the plate, I guess it was in 1998.  And

       17      we've been investing heavily and we continue

       18      to investing.  Some of you have some charts in

       19      front of you about some of the economic

       20      dollars that roll from the State into this

       21      economic situation.

       22               The most important thing, however, I

       23      think is the outcome:  Making sure that

       24      there's a high quality healthcare delivery

       25      system located in that area, and what does
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        2      this portend for the rest of the City.

        3               Tenet is in a serious financial

        4      situation.  The Congressman spoke specifically

        5      about them announcing their intention of

        6      closing 27 other hospitals all across the

        7      country.  They own a number of other

        8      institutions here in this City.  But larger

        9      than Tenet, what are we going to do about

       10      healthcare and what this means for healthcare

       11      in the City of Philadelphia in the future?

       12               So I want to thank you as the

       13      Senator who represents that area.

       14               In addition, we are joined by a

       15      representative from Senator Fumo's office

       16      whose constituency is directly adjacent in the

       17      38th Ward to the facility up there.

       18               Thank you very much.

       19               COUNCILMAN GOODE:  Thank you,

       20      Senator.

       21               The Chair recognizes Representative

       22      Williams.

       23               REPRESENTATIVE WILLIAMS:  Thank you,

       24      Madam Chair.

       25               I represent the 197th Legislative
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        2      District which represent North Philadelphia,

        3      East Falls and Lower Germantown.  And I sit

        4      here along with all the residents of the

        5      community which, in fact, this hospital

        6      closing, the impact, will be so devastating.

        7               I'm working along with my

        8      colleagues, along with the Governor and our

        9      Congressman and our U.S. Senator.  Our major

       10      concern today is to find out what is the next

       11      step and where do we go from here.  If Tenet

       12      wants to go, then let them go.  In my opinion,

       13      we need to find some place, some company, some

       14      health facility, some health organization

       15      who's willing to step up and do the right

       16      thing and help the citizens of the City of

       17      Philadelphia and the Commonwealth of

       18      Pennsylvania.

       19               (Applause.)

       20               REPRESENTATIVE WILLIAMS:  So, Mr.

       21      Chairman, I yield to your leadership in

       22      conducting this meeting in a manner that we

       23      know that the citizens will be satisfied.  And

       24      I will steadfastly do what we have to for the

       25      Commonwealth of Pennsylvania.
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        2               Thank you.

        3               COUNCILMAN GOODE:  Thank you,

        4      Representative.

        5               Representative Roebuck.

        6               REPRESENTATIVE ROEBUCK:  Thank you,

        7      Mr. Chairman and the Members of the Committee.

        8      I want to commend you for this effort to look

        9      at what's happening with MCP.

       10               My interest is somewhat indirect in

       11      that I do represent Drexel University in

       12      Harrisburg.  Drexel is a partner with

       13      Hahnemann and MCP.  I recognized very clearly

       14      that when Drexel agreed to assume that role,

       15      they did it with clear incentives from the

       16      State, they did it with the urging both of the

       17      Governor the then Mayor, now Governor, of this

       18      State.  There is a partnership there.  And the

       19      State has put money into that partnership to

       20      ensure that MCP-Hahnemann, in fact, continue

       21      to function as a viable medical institution in

       22      this City.  It's important to my constituents.

       23      It's important to constituents across the City

       24      that MCP be maintained.  It's important both

       25      in terms of healthcare, but also it's an



                                                           20

        1             012904 - COMMERCE - RES. 040046

        2      educational institution.

        3               I do serve as the Democratic Chair

        4      of the House Education Committee, so anything

        5      that threatens the viability, not only of

        6      healthcare, but also of education institutions

        7      such as MCP-Hahnemann is of interest and of

        8      concern.

        9               I commend you again for convening

       10      this meeting, for bringing us all together to

       11      discuss this important issue.  And I certainly

       12      look forward to seeking a solution that will

       13      indeed maintain that intuition for, not only

       14      for East Falls, but for the whole City.

       15               Thank you.

       16               COUNCILMAN GOODE:  Thank you,

       17      Representative Roebuck.

       18               Representative Manderino.

       19               REPRESENTATIVE MANDERINO:  Thank

       20      you, Mr. Chairman.  I know we all want to get

       21      to testimony.  I'll be very brief.  I just

       22      want to acknowledge the fact that this packed

       23      City Council Chambers today is just a small

       24      part of the packed street we had last night on

       25      Henry Avenue in front of MCP for a candlelight
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        2      vigil in which a vast number of the members of

        3      the community turned out.

        4               (Applause.)

        5               REPRESENTATIVE MANDERINO:  And so I

        6      want it to be clear that the crowd that is

        7      here today is representative of the tenfold

        8      crowd that we had last night and the care and

        9      concern that there is in the community of East

       10      Falls and broader Philadelphia.

       11               Thank you.

       12               COUNCILMAN GOODE:  Thank you.

       13               The Chair recognizes Representative

       14      Bishop.

       15               REPRESENTATIVE BISHOP:  Thank you

       16      very much.

       17               I would certainly like to begin by

       18      saying thank you to all of you who had the

       19      wisdom to work with this resolution, put it in

       20      law, pass it.  I want to thank those who have

       21      worked behind the scene to make sure today is

       22      happening.  There was a lot of preliminary

       23      work that went forth.  I say thanks to all of

       24      those.

       25               I'm delighted to be a part of this
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        2      hearing today.  Anytime we have the

        3      legislative bodies that have come together

        4      from City Council to State to Federal

        5      Government, it tells us that there is a crisis

        6      in healthcare.  Not only do I speak for the

        7      people who possibly in my district might have

        8      gone to MCP, but this is an issue that affects

        9      the entire City of Philadelphia.  All of us

       10      are bound together by this issue and all of us

       11      want to see it resolved.

       12               So I'm not going to take a lot of

       13      time.  I think we should get on with the

       14      hearings, find out just what has been done,

       15      what can be done, how we can resolve the

       16      issue, because across the City there is some

       17      concern.  MCP today; but who tomorrow?  What

       18      area tomorrow?  So we must stop this today

       19      before it has an opportunity to affect other

       20      hospitals throughout the Commonwealth,

       21      throughout Philadelphia.

       22               Thank you.

       23               (Applause.)

       24               COUNCILMAN GOODE:  Thank you

       25      Representative.
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        2               The Chair recognizes Representative

        3      Waters.

        4               REPRESENTATIVE WATERS:  Thank you,

        5      Mr. Chair.

        6               Before I make any comments, I would

        7      first like to compliment you and all the

        8      Councilmembers on this beautiful Chambers.  I

        9      know you went through some problems here and

       10      it was closed for a while, but it's really a

       11      delight to be here today to sit in this

       12      beautiful room and to be amongst so many

       13      people who are out front with this issue of

       14      trying to save the hospital; not necessarily

       15      to save the organization that ran it, but to

       16      save the hospital.

       17               One of the concerns that I have,

       18      which I heard through the grapevine and I'm

       19      not so much on top of this as some of you

       20      other members are, but I had seen one of the

       21      major pharmaceutical companies that I don't

       22      want to mention their name right now who came

       23      into the community and bought up mom-and-pop

       24      drug stores.  And after they bought them up,

       25      they bought them up and closed them down.  And
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        2      it caused a great inconvenience to the

        3      community.  From what I understand, something

        4      like, something similar to that is happening

        5      right now to what Tenet is doing.  They are

        6      closing some of the operations down that they

        7      have entered into, and that's only going to

        8      cause tremendous negative impact on the

        9      community.

       10               I'm from West Philadelphia, but I

       11      have a lot of family members who travel far to

       12      go to that hospital because of the quality of

       13      care that they have received there.  And for

       14      that reason, as well as all the reasons as the

       15      other people here have stated, I want to see

       16      that hospital stay open.  That's why I'm here

       17      today, to see what I can do to help support

       18      that effort.

       19               Thank you very much.

       20               (Applause.)

       21               COUNCILMAN GOODE:  Thank you.

       22               The Chair recognizes Representative

       23      Lederer.

       24               REPRESENTATIVE LEDERER:  Thank you

       25      for allowing me to express my views.
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        2               I know from personal experience the

        3      devastation caused by the closing of a local

        4      hospital.  Neumann Medical Center in my

        5      district closed two years ago.  It was the

        6      largest employer in the community.  It was

        7      really the keystone of the Fishtown community.

        8               A great sadness accompanies the

        9      closing of a local hospital.  Albert Einstein

       10      Medical Center in South Philadelphia in

       11      Councilman DiCicco's area closed and was

       12      replaced with a parking lot.  This must not

       13      happen with the Medical College of

       14      Pennsylvania.  Citizens of Philadelphia

       15      deserve not to be denied the services they

       16      desperately need.  The Medical College of

       17      Pennsylvania, everyone here knows, has a

       18      celebrated history in the medical field.

       19               My district is also home to Thomas

       20      Jefferson University Hospital.  And knowing

       21      firsthand the problems caused by hospital

       22      closings, we need to find a way to prevent the

       23      closing of major medical centers.  And I stand

       24      with my colleagues to help to try to find a

       25      solution.
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        2               Thank you.

        3               COUNCILMAN GOODE:  Thank you.

        4               (Applause.)

        5               COUNCILMAN GOODE:  Are there any

        6      other representatives with opening remarks?

        7               The Chair recognizes Representative

        8      Youngblood.

        9               REPRESENTATIVE YOUNGBLOOD:  I am

       10      very pleased to be here today, and I am glad

       11      the role Council is taking.

       12               I have several questions which I

       13      will ask later in regards to the Tenet

       14      network.

       15               We all work together as lawmakers to

       16      ensure that our constituency receives the best

       17      quality care.  I'm just confused as to whether

       18      or not Tenet followed the notification law

       19      that we have in Pennsylvania where you have to

       20      notify the local municipality before you're

       21      going to have any closures and the effect that

       22      it would have on the citizenry.

       23               Was there any plan in place?  Was

       24      City Council notified?  Was the Mayor's Office

       25      notified?  Or was the Commerce Department
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        2      notified?

        3               These are some of the concerns that

        4      I have because I am in walking distance to

        5      Tenet hospitals, especially MCP.  A majority

        6      of the constituents in Southwest Germantown

        7      were either born there or utilize it.

        8               I think some of these questions can

        9      be answered at today's hearing and whether or

       10      not the hospital notification law was

       11      utilized.  And if the local municipality,

       12      which would be the City of Philadelphia, the

       13      Commerce Department, and the Mayor were also

       14      notified of the closure of not only MCP,

       15      Parkview, Graduate, Osteopath and Elkins Park,

       16      because there are a string of hospitals that

       17      are with Tenet that all slated to be closed or

       18      have been closed.

       19               Thank you.

       20               COUNCILMAN GOODE:  Thank you.

       21               (Applause.)

       22               COUNCILMAN GOODE:  Thank you very

       23      much.

       24               Without any further ado, I will ask

       25      Councilman Nutter to introduce his first panel



                                                           28

        1             012904 - COMMERCE - RES. 040046

        2      of witnesses.

        3               COUNCILMAN NUTTER:  Thank you, Mr.

        4      Chairman.

        5               The first panel of witnesses will

        6      seek address issues related to the impact to

        7      the City's healthcare delivery system.  They

        8      would be John Domzalski, Commissioner of

        9      Philadelphia Health Department; Michele Davis,

       10      Deputy Secretary of Pennsylvania Department of

       11      Health; and Richard Centafont, COO, Healthcare

       12      Improvement Foundation of the Delaware Valley

       13      Healthcare Council.

       14               Please state your name for the

       15      record and begin your testimony.

       16               MR. DOMZALSKI:  Good afternoon, Mr.

       17      Chairman and Members of the City Council

       18      Committee on Commerce and Economic

       19      Development, Congressman Fattah,

       20      representatives of the Pennsylvania

       21      Delegation, as well as Representatives of the

       22      Rendell Administration.  My name is John

       23      Domzalski.  I'm the Health Commissioner for

       24      the City of Philadelphia.

       25               When an event occurs such as this,
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        2      the closure of a hospital which has had the

        3      significance in a community such as MCP has

        4      had and has, it's a tremendously significant

        5      event for that community.  The impact of that

        6      is made all the more significant when the

        7      communications have been handled in the

        8      disrespectful and otherwise unacceptable

        9      manner that an event such as the closure of

       10      this hospital was handled.

       11               Communications were not had with the

       12      community.  They were not had with elected

       13      officials.  They were not had with appointed

       14      officials.  For an event that is as

       15      significant as this to the healthcare and to

       16      the lives of individuals, totally

       17      unacceptable.

       18               It's said that all healthcare is

       19      personal.  And in that regard, I'd like to

       20      look a little bit about just the personal

       21      impact of the impending closure of this

       22      facility.  This is a community of

       23      approximately 177,000 Philadelphians, 85

       24      percent of whom are African-American and about

       25      3 percent Hispanic and about 2 percent are
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        2      Southeast Asians.  The community also has a

        3      significant number of individuals 65 and

        4      older.  In addition to that, the population of

        5      individuals 75 years of age and older in this

        6      community is approximately 13,000 individuals.

        7               We're concerned at the City level in

        8      terms of a variety of care, the care that is

        9      delivered to that community in terms of

       10      numbers.  There are approximately 47,000

       11      outpatient visits to the outpatient

       12      facilities.  There are approximately 15,000

       13      emergency department visits; and of those,

       14      approximately 8,000 of those visits are for

       15      primary care, the kinds of care that people

       16      rely on every day and the people in that

       17      community have relied on consistently over

       18      generations.  Planning has to be done if this

       19      closure is, in fact, to happen.

       20               Under the direction of the Mayor and

       21      the Managing Director, we in this

       22      Administration are trying to get our arms

       23      around the specifics of this, the impact in

       24      this community.  Clearly, we are concerned

       25      about emergency services.  Clearly, we're
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        2      concerned about the impact of the personal

        3      healthcare service other than emergency

        4      services that will result from this closure.

        5      In that regard we placed a demand on Tenet for

        6      a number of documents to facilitate our

        7      understanding of the specific impact of this.

        8               But as this event has pointed out,

        9      we cannot look at this in a vacuum.  This

       10      cannot be a static analysis.  It has to be a

       11      dynamic analysis, one that says, sure, what is

       12      the impact of the closure of MCP on the

       13      healthcare of individuals who are relying on

       14      that facility?  But what is the impact of the

       15      healthcare system in the City of Philadelphia

       16      if yet another corporate decision should be

       17      made as precipitously as this one?  So we need

       18      to look at this in a continuum.

       19               In that regard also, we need to --

       20      there are certain services that without

       21      question, no hatter how this analysis comes

       22      out, there are going to need to be services

       23      that will continue to have to be delivered at

       24      that location; emergency services perhaps,

       25      specialty outpatient services, et cetera.  But
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        2      all of these need to be determined as a result

        3      of comprehensive analysis.

        4               Also, clearly, since we have a

        5      problem, Tenet has got to be part of a

        6      solution.  Tenet has got to be part of a

        7      solution in terms of arrangements for care.

        8      Tenet has got to be a part of the solution in

        9      terms of a better understanding and a better

       10      and a comprehensive study and understanding of

       11      the impact and specific impact of this

       12      closure.

       13               City Council this past fall caused a

       14      question to be placed on the ballot of the

       15      election of November 2003.  The question was

       16      whether or not the City ought to be charged --

       17      the City Health Department in particular --

       18      ought to be charged with the opportunity of

       19      developing a plan for providing universal

       20      healthcare for the citizens of the City of

       21      Philadelphia.  The voters passed that by a

       22      margin of 2 to 1.  That's a tall order, a tall

       23      order from the standpoint of all the factors

       24      that impact on the delivery of healthcare in

       25      2003.  And I think that while this is a very
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        2      negative occurrence in our community and

        3      should spur us forward in trying to understand

        4      in developing just what the healthcare needs

        5      of this City are, how the healthcare systems

        6      in the City impact on that, and how we all can

        7      work together to ensure that adequate

        8      healthcare is available to the citizens of

        9      Philadelphia when they need it and where they

       10      need it.

       11               Thank you for the opportunity to

       12      present this testimony.

       13               COUNCILMAN GOODE:  Thank you,

       14      Commissioner.

       15               Ms. Davis.

       16               MS. DAVIS:  Good afternoon,

       17      Councilman Goode, Councilman Nutter, other

       18      Councilmembers, Senator Hughes, Senator

       19      Specter, Congressman Fattah, other

       20      distinguished Members of the House, and

       21      invited guests.  My name is Michele Davis and

       22      I serve as the Deputy Secretary for Health

       23      Planning and Assessment.  I am responsible

       24      for, among other things, for overseeing the

       25      Department of Health's health planning
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        2      activities.  I am here on behalf of Secretary

        3      of Health, Dr. Calvin Johnson, who regretfully

        4      is unable to attend this hearing due to a

        5      scheduling conflict involving the Governor.

        6               Senator Hughes, in response to your

        7      request that the Department of Health provide

        8      testimony, I will present information

        9      regarding the community impact, should the

       10      Medical College of Pennsylvania Hospital

       11      close.

       12               First, I want to thank you for the

       13      opportunity to provide this testimony on the

       14      announced closing of the Medical College of

       15      Pennsylvania Hospital.  As with any announced

       16      closing of a healthcare facility, I can

       17      understand the concern that you and other

       18      members of this community have.  Therefore,

       19      the Department of Health has examined the

       20      available data on MCP's healthcare services,

       21      and I offer the following insight into

       22      potential needs this community has and will

       23      face if MCP does close.

       24               Each year, hospitals are required to

       25      report data on utilization and services
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        2      provided to the Department of Health.  For the

        3      period 2001-2002, the most recent year for

        4      which data are available, MCP Hospital

        5      reported that it provided 75,919 patient days

        6      of care.  For example, one person in a

        7      hospital for 24 hours is one patient day of

        8      care.  These services included medical

        9      surgical care, intensive and cardiac care

       10      services, and psychiatric in-patient services

       11      including pedestrian psychiatry.  Individuals

       12      will have to access these in-patient services

       13      elsewhere if MCP Hospital closes.

       14               Likewise, for the same time period,

       15      MCP Hospital reported 27,546 visits to its

       16      emergency department.  This total includes

       17      visits requiring treatment for

       18      life-threatening emergencies, urgent

       19      conditions that could become emergencies if

       20      left untreated for a length of time, and

       21      primary care visits for persons who do not

       22      have access to a primary care physician.

       23               One indirect measure of system

       24      capacity is the number of days during which

       25      hospitals divert patients from their emergency
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        2      departments.  A hospital diverts patients for

        3      many reasons, including ED capacity and

        4      unavailability of beds.  For the 2001-2002

        5      time period, the Department's Office of

        6      Emergency Medical Services reports that on

        7      average Philadelphia hospitals were on divert

        8      status, that is not accepting patients in

        9      their emergency department, an average of 8

       10      percent of the time, which is significant in

       11      this context.  It is important to note that

       12      specific seasons may skew this average, such

       13      as the flu season which historically creates

       14      an increased demand on emergency departments.

       15      Therefore, those individuals who seek service

       16      from MCP emergency department would have to

       17      access services elsewhere in a system that is

       18      nearing capacity.

       19               The impact of MCP's closure would

       20      cascade beyond the healthcare delivery system

       21      itself and impact the vulnerable residents of

       22      the community, specifically the aging and

       23      racial, cultural, or linguistic minorities

       24      residing in the neighborhoods that the

       25      hospital serves as well as its low income
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        2      residents.  These groups are documented to be

        3      more prone to experience an unequal burden

        4      disease.  For example, 25 percent of the

        5      residents of the census track in which MCP

        6      Hospital is located earned less than 200

        7      percent of the federal poverty level, which

        8      for a family of 4, is $36,800 according to the

        9      2003 federal poverty income guidelines.

       10      Fifteen percent of the residents in this

       11      community are African-American, and 9 percent

       12      are Latino.  Data from the Pennsylvania

       13      Healthcare Cost Containment Council revealed

       14      that for Fiscal Year 2001-2002, 47 percent of

       15      MCP patient revenues were from Medicare and 25

       16      percent from medical assistance.  Specifically

       17      during the same period, MCP reported that 10

       18      percent of the care it provided was

       19      uncompensated.

       20               Perhaps even more telling are the

       21      census tracks to the east, northeast, and

       22      southeast of MCP Hospital that the federal

       23      government has designated as health

       24      professional shortage areas or medically

       25      undeserved areas.  These designations indicate
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        2      that access to health services, especially

        3      basic primary care health services, are

        4      challenging for many people who rely on MCP

        5      Hospital for care.  A study done by the

        6      Philadelphia Health Management Corporation in

        7      2000 reveals that 12 percent of the residents

        8      of this geographic area where MCP Hospital is

        9      located have no regular source of medical care

       10      and 9 percent have no health insurance.  This

       11      information suggests that a population of

       12      vulnerable persons may have to search for

       13      hospital services elsewhere.

       14               In addition, when a community

       15      hospital closes, it can impact other aspects

       16      of the community in which it exists.

       17      Hospitals are major employers and closure

       18      results in the loss of jobs and economic

       19      stability to the area.  In an era of shortages

       20      in the professional healthcare workforce,

       21      employment opportunities for health

       22      professionals are more available in a large

       23      City.  It is the many dedicated individuals

       24      who make up the other services, the

       25      housekeepers, the cooks, the aides, clerical
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        2      workers, maintenance workers and others who

        3      are likely to suffer disproportionate impacts

        4      of a hospital closure.  In other words, as a

        5      community evaluates the impact of a hospital

        6      closing, the community should consider the

        7      closing's impact in other areas in addition to

        8      the direct delivery of healthcare services.

        9               Again, I would like to thank you for

       10      the opportunity to provide testimony on the

       11      announced closing of MCP Hospital and the

       12      potential impact that such a decision may have

       13      on this Pennsylvania community.

       14               COUNCILMAN GOODE:  Thank you,

       15      Secretary.

       16               Mr. Centafont.

       17               MR. CENTAFONT:  My name is Richard

       18      Centafont, I am the Chief Operating Officer of

       19      the Healthcare Improvement Foundation.

       20               COUNCILMAN GOODE:  Excuse me one

       21      second, Mr. Centafont.  Please pull your mike

       22      closer to you.

       23               And also, anyone who has testified,

       24      if you have copies of your testimony, would

       25      you please give them to the Sergeant-at-Arms.
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        2               Please proceed.

        3               MR. CENTAFONT:  My name is Richard

        4      Centafont, I am the Chief Operating Officer of

        5      the Healthcare Improvement Foundation of the

        6      Delaware Valley Healthcare Council, DVHC.  I

        7      am providing this testimony on behalf of

        8      Andrew Wigglesworth, the President of DVHC

        9      who, due to business obligations, is out of

       10      town and could not be here today.  The DVHC

       11      represents 150 hospitals, health systems and

       12      other health-related organizations in

       13      southeastern Pennsylvania, southern New Jersey

       14      and Delaware.  We want to thank the City

       15      Council and the Committee on Commerce and

       16      Economic Development for the opportunity to

       17      provide our viewpoint about the impact of the

       18      closure of MCP and the factors affecting all

       19      hospitals in this region.

       20               Tenet's decision to close MCP

       21      Hospital has received a great deal of

       22      attention in the media as well as among public

       23      officials and in the East Falls community.

       24      The closure of such a historically significant

       25      hospital is a tremendous loss to this region.
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        2      What has happened with MCP is indicative of

        3      the negative systemic factors that have been

        4      affecting hospitals throughout the Delaware

        5      Valley.  Since 1994, 12 other hospitals in

        6      Southeastern Pennsylvania have closed or

        7      converted their facilities for other uses,

        8      such as outpatient clinics, rehabilitation

        9      centers, or long-term care facilities.  While

       10      the focus is currently on MCP, we believe it's

       11      important to take a look at the underlying

       12      issues that affect all hospitals and in no

       13      small part prompted the decision to close MCP.

       14               Worsening financial conditions are

       15      affecting hospitals throughout this whole

       16      region.  The Pennsylvania Healthcare Cost

       17      Containment Council's 2002 report on financial

       18      conditions of hospitals showed that more than

       19      half of the hospitals in our region lost money

       20      on operations, with a median total margin of

       21      only 0.36 percent.  With that level of margin,

       22      hospitals find it more and more difficult to

       23      overcome the increasing obstacles to providing

       24      care in their communities.  These obstacles

       25      include a rising number of uninsured
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        2      residents, insufficient reimbursement rates,

        3      the need for updated technology, continued

        4      skyrocketing medical liability costs, severe

        5      workforce shortages, and new disaster

        6      preparedness requirements that are costly to

        7      implement.

        8               All hospitals are committed to

        9      providing care to all who enter their doors,

       10      weather rich or poor, old or young, insured or

       11      uninsured.  Philadelphia is the largest City

       12      in America without a public hospital system.

       13      Last year, uncompensated hospital care in the

       14      City of Philadelphia grew by 22 percent, and

       15      in the region approximately 17 percent,

       16      compared to a statewide average increase of

       17      approximately 12 percent.  For our region,

       18      this meant nearly a half billion dollars in

       19      services to individuals who could not afford

       20      to pay.  And in Pennsylvania, the number of

       21      uninsured individuals increased by 18 percent

       22      over the past year to more than 1 million.

       23               Hospitals are the safety net for

       24      anyone without health insurance seeking

       25      treatment.  But increasingly, neither
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        2      government nor the private sector wants to

        3      help finance this care.  Hospitals are not the

        4      government.  They cannot print money.  When

        5      the resources are not there, they are forced

        6      to make difficult decisions about what

        7      services can be provided.

        8               Last year, we narrowly avoided a

        9      major fiscal and social disaster when the

       10      Governor and General Assembly acted to restore

       11      $133 million in Medicaid payments to hospitals

       12      in this region.  In absence of that action, it

       13      is likely that this hearing today would have

       14      been the reduction of services and closure of

       15      other institutions as well as MCP.  But even

       16      with that action, Medicaid only reimburses the

       17      typical hospital in Pennsylvania about 75

       18      percent of its cost.  It is difficult to

       19      understand how any organization, let alone a

       20      hospital, could continue to operate when it

       21      has to deliver such a large percentage of its

       22      service below cost.

       23               In addition, hospitals in this

       24      region are very vulnerable to changes in

       25      Medicare policy.  For example, the Balanced
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        2      Budget Act of 1997 took more than a billion

        3      dollars out of this hospital region's

        4      finances.  While recent Medicare reform

        5      legislation provided some payment fixes for

        6      hospitals, those improvements were more than

        7      offset by the loss of over $100 million in

        8      so-called Medicare outlier payments.  The

        9      change in outlier payment policies

       10      fundamentally changes the financial posture of

       11      MCP.  Moreover, we are very concerned that the

       12      skyrocketing deficits at the federal level are

       13      going to prompt another round of devastating

       14      budget cuts in Medicare after the election.

       15      Most hospitals in our region simply do not

       16      have the capacity to absorb another round of

       17      major cuts.

       18               Further complicating this picture is

       19      that the Philadelphia area has one of the

       20      lowest private insurance reimbursement rates

       21      in the country.  In 1999, the average

       22      payment-to-cost ratio among private insurers

       23      in Pennsylvania was only 104 percent, the

       24      fourth lowest in the nation.

       25               This means, on average, a hospital
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        2      will barely break even on the care delivered

        3      to many privately insured patients.  By way of

        4      comparison, the national average is around 115

        5      percent.  Only three states have lower ratios

        6      than Pennsylvania.  In short, unlike their

        7      counterparts in many other parts of the

        8      country, hospitals in this region have little

        9      ability to cost shift to cover the cost

       10      associated with uninsured or government

       11      underpayments.

       12               There is no shortage of stories of

       13      physicians fleeing Pennsylvania and relocating

       14      to states with reasonable medical liability

       15      insurance rates.  Over the past several years,

       16      more than 1500 doctors stopped practicing in

       17      Pennsylvania because Pennsylvania's liability

       18      average costs are way out of line with the

       19      rest of the country.  Hospitals, however,

       20      can't move and are forced to absorb double and

       21      triple digit increases not only for their

       22      institution but increasingly for their

       23      physicians.  In fact, we would face a major OB

       24      crisis in Pennsylvania if hospitals had not

       25      acted to employ physicians to ensure continued
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        2      services.  As it is, it is nearly impossible

        3      to recruit a new physician to our area.  This

        4      is a disturbing fact for a region that

        5      provides training to about 20 percent of the

        6      nation's doctors.

        7               These are some of the key issues.

        8      These issues are not new nor are they

        9      necessarily unique to our region.  But how

       10      much more must the region's healthcare system

       11      take before there is political will to act on

       12      long-term solutions?  For our region, inaction

       13      poses a double threat:  Continued access to

       14      care that we all depend on, and the health of

       15      the regional economy, which in no small part

       16      is centered in life sciences.

       17               Most immediately in MCP's case,

       18      Tenet has stated publicly that it will

       19      entertain any viable offer from qualified

       20      willing purchasers.  So far as DVHC knows,

       21      there is no purchaser interested in taking

       22      over MCP as an acute care hospital.  We are

       23      pleased that Governor Rendell, Senator

       24      Specter, Councilman Nutter, State Legislators

       25      and other Members of the Philadelphia City
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        2      Council have become involved and are committed

        3      to finding a lasting solution to meet the

        4      healthcare needs of our community.

        5               Let's look at some of the immediate

        6      areas of impact.  First, let's look at the

        7      access of healthcare.  While we are fortunate

        8      to have a number of hospitals nearby to MCP to

        9      help meet the acute care needs of these

       10      residents, such as the Albert Einstein Medical

       11      Center and Temple University Hospital, it will

       12      be difficult not only because these and other

       13      hospitals throughout the region are unusually

       14      full right now but because these nearby

       15      hospitals have also been absorbing patients as

       16      a consequence of the diminished service

       17      availability at MCP since their nursing strike

       18      began last fall.

       19               We need also to look at ways to more

       20      equitably finance the subsequent

       21      redistribution of uncompensated care.  The

       22      closure of MCP will shift as much as

       23      $17 million in uncompensated care to other

       24      institutions, according to the Healthcare Cost

       25      Containment Council's latest data.
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        2               Equally important, we believe that

        3      there is a need to have a concerted effort to

        4      enhance the availability of primary care

        5      services in this community.  While there are

        6      two district health centers and several

        7      federally qualified health centers in the

        8      area, the data suggests that the closure of

        9      MCP will leave a void in primary care services

       10      that should be filled.

       11               Secondly, let's discuss the jobs.

       12      There is a severe healthcare workforce

       13      shortage in the Delaware Valley, and we fully

       14      expect that those people with clinical skills

       15      will be hired by other Tenet hospitals or

       16      other hospitals throughout the region.  For

       17      example, last month there were 1400 vacant

       18      nursing positions in this region alone.  There

       19      may be less opportunity, however, for

       20      housekeeping, maintenance, food service

       21      workers, and others that we need to have a

       22      concerted effort to help those individuals in

       23      the transition period.  Unfortunately, an

       24      unintended consequence of the legal issue

       25      surrounding this situation has barred us from
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        2      doing a detailed assessment of the employees'

        3      skills of potential retaining needs.  When

        4      these legal issues are resolved and if MCP

        5      proceeds to close, the State Rapid Response

        6      Team DVHC, and the Life Science Career

        7      Alliance will work in a coordinated fashion

        8      with all involved parties to provide

        9      transition assistance to all these folks.

       10               Finally, what is the impact in the

       11      surrounding neighborhood in addition to the

       12      access to healthcare?  We know that every

       13      dollar spent in the hospital turns over two or

       14      three times in a local economy, and every job

       15      loss in a hospital generally results in a loss

       16      of jobs elsewhere in the community.

       17      Consequently, the loss of MCP will reverberate

       18      outside its walls and impact businesses

       19      ranging from vendors, the flower shops, the

       20      dry cleaners, et cetera.  All of us need to

       21      look at alternative uses for the MCP site.

       22               While we know there are continued

       23      efforts by some to keep MCP open under another

       24      owner, we also need to use this period of time

       25      between now and March 31st to develop a
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        2      comprehensive plan for what happens if that

        3      effort fails.  In this context, we would urge

        4      the City and State to engage a consultant to

        5      develop a comprehensive plan that looks at the

        6      need for primary care, uncompensated care, and

        7      alternative uses for the City.  We believe

        8      that this effort needs to be coordinated and

        9      not piecemeal.  As such, DVHC will offer

       10      itself as a facilitator for these coordinating

       11      efforts.

       12               In summary, the long-term care

       13      issues of this community are vital to all of

       14      us.  As opposed to waiting for the next crisis

       15      to occur, we need to create a strategic game

       16      plan now for our region as it relates to our

       17      healthcare system and work together with

       18      Harrisburg and Washington to address these

       19      systemic needs.

       20               Thank you.

       21               COUNCILMAN GOODE:  Thank you, Mr.

       22      Centafont.

       23               Councilwoman Tasco has a question.

       24               COUNCILWOMAN TASCO:  My questions

       25      are for Commissioner Domzalski.
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        2               MR. DOMZALSKI:  Good afternoon,

        3      Councilwoman.

        4               COUNCILWOMAN TASCO:  Good afternoon,

        5      Commissioner.

        6               When were you informed that Tenet

        7      was going to close?

        8               MR. DOMZALSKI:  I read about it in

        9      the Inquirer.

       10               COUNCILWOMAN TASCO:  So do they come

       11      under the City's requirement to notify us when

       12      a business intends to close, where we have to

       13      have a 60-day time period of notification?

       14               MR. DOMZALSKI:  I think that there

       15      are some employment economic development

       16      notification issues that apply.  I defer to

       17      counsel on those laws.  But on an issue of

       18      this significance of impact to the community,

       19      just overall carefulness and decorum would

       20      indicate that there be prior notification.

       21               COUNCILWOMAN TASCO:  Mr. Domzalski,

       22      you know, as Charter mandates the City to

       23      provide for the health and welfare of its

       24      citizens and our Health Department is the arm

       25      of the government that is to provide this
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        2      service and, you know, we did, as you

        3      mentioned earlier, pass a Charter change to

        4      provide that we come up with a healthcare plan

        5      that would look out for the health and welfare

        6      of our citizens.  At this point -- we will

        7      further discuss this during budget hearings --

        8      where is the Health Department in coming up

        9      with the overall plan for providing health

       10      services, universal health services to our

       11      citizens?

       12               MR. DOMZALSKI:  We're actually in

       13      the process now of understanding just what our

       14      demographics look like, and they pretty much

       15      change every month, as Mr. Centafont

       16      indicated, in terms of the number of uninsured

       17      having gone up 18 percent in the last year in

       18      Pennsylvania.

       19               We know in our health centers, for

       20      example, that of the hundred thousand -- about

       21      105,000 individuals rely on the City's health

       22      centers for care, 60 percent of those

       23      individuals have no insurance.  So we're

       24      taking that into consideration.

       25               We're also talking to various
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        2      individuals within the healthcare

        3      organizations in Philadelphia, Delaware Valley

        4      Hospital Council, et cetera, to look at the

        5      kinds of things both from an economic

        6      standpoint as well as a service standpoint

        7      that would be major components of such a plan.

        8      Overarchingly, we need to know and understand

        9      that local governments do not influence

       10      directly national policies around Medicare,

       11      national policies around Medicaid, because

       12      they are federal as well as state contributing

       13      functions.

       14               So one of the reasons I think that

       15      you see that every candidate for the upcoming

       16      presidential election has healthcare on the

       17      agenda is just this has risen to such a

       18      significance across the country.  And we

       19      looked at the fact that not only is the

       20      uninsured, those who don't qualify for

       21      publicly supported insurance, but increasingly

       22      what we're seeing are a contraction, a

       23      reduction in employment-based insurance,

       24      either with higher --

       25               COUNCILWOMAN TASCO:  Mr. Domzalski,
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        2      thank you, but what I really want to know is

        3      what are we as a City, what is our Health

        4      Department doing?  Are we working?  What

        5      collaboration do you have with the local

        6      hospitals?

        7               We just read -- Councilman Nutter

        8      has an article from the business section that

        9      shows that St. Agnes and Methodist have come

       10      to an agreement on how to prevent each of them

       11      closing.

       12               What is the City doing working with

       13      these hospitals to address some of the

       14      problems that they have?  What are we doing to

       15      help them to stay open?  And what are we doing

       16      to dialog with them about the whole

       17      responsibility we have to maintain health for

       18      our citizens?

       19               That is the issue.  What is the

       20      City's role in addressing these issues?  And

       21      are you in dialog with the various hospitals

       22      about some of the problems that they are

       23      facing on an ongoing basis?

       24               MR. DOMZALSKI:  One of the issues

       25      impacting healthcare economics, of course, is
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        2      financing.  And we are not in, as a local

        3      government, a position to finance local

        4      healthcare.  We do this for the uninsured and

        5      we do this for those individuals who elect our

        6      health centers for care.  So if we weren't

        7      seeing the uninsured, about 60 percent, 60,000

        8      individuals in our health centers, they would

        9      be elsewhere in the healthcare centers.  So we

       10      are making that contribution both for primary

       11      care and specialty care.

       12               Planning, we are doing that.  This

       13      plan is due to City Council to be reported on

       14      November 3, 2004.  We have every expectation

       15      we will meet that deadline.

       16               COUNCILWOMAN TASCO:  Thank you very

       17      much.

       18               COUNCILMAN GOODE:  The Chair

       19      recognizes Councilwoman Reynolds Brown for a

       20      follow-up question.

       21               COUNCILWOMAN BROWN:  Thank you, Mr.

       22      Chairman.

       23               Good afternoon, gentlemen.

       24               We learned in the early testimony

       25      that elected officials were not alerted and
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        2      notified or there was no dialog with regard to

        3      the closure of Tenet.  And we now learn that

        4      Philadelphia Health Department was not

        5      notified either.

        6               I'm curious to know from the

        7      gentleman that represents 150 hospitals, Mr.

        8      Centafont, at what juncture were you aware

        9      that Tenet was closing?

       10               MR. CENTAFONT:  To be honest with

       11      you, I'm not sure when Tenet was in contact

       12      with Mr. Wigglesworth.

       13               COUNCILWOMAN BROWN:  I did not hear

       14      your answer.

       15               MR. CENTAFONT:  I'm sorry.  I'm not

       16      aware of the time frame of when Tenet spoke to

       17      Mr. Wigglesworth about that issue.

       18               COUNCILWOMAN BROWN:  We've learned

       19      that Temple and Einstein are the hospitals

       20      closest to Tenet.  Has there been any

       21      conversation about how the elderly and those

       22      who are sick remaining in the hospital will

       23      ultimately be transitioned to Temple and/or

       24      Einstein?  Has there been any conversation or

       25      dialog?
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        2               MR. CENTAFONT:  Actually, there has

        3      been ongoing conversation since the

        4      announcement with the hospitals in that region

        5      on figuring out ways to improve capacity and

        6      to meet the needs of those individuals who may

        7      now be coming to their facilities.

        8               COUNCILWOMAN BROWN:  And the status

        9      of this at this juncture?

       10               MR. CENTAFONT:  It's ongoing, as

       11      these proceedings are ongoing.

       12               COUNCILWOMAN BROWN:  So you simply

       13      can't answer that yet, whether those hospitals

       14      have the capacity?

       15               In Ms. Davis' testimony, she

       16      mentioned that there's 75,000 patient days and

       17      25,000 emergency room visits.  So at this

       18      point, we just don't know if those hospitals

       19      have the capacity to take on those needs?

       20               MR. CENTAFONT:  That's correct.

       21               COUNCILWOMAN BROWN:  Thank you for

       22      your testimony.

       23               COUNCILMAN GOODE:  The Chair

       24      recognizes Councilman Rizzo for a follow-up

       25      question.
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        2               COUNCILMAN RIZZO:  Thank you, Mr.

        3      Chairman.

        4               Councilwoman Tasco made, I think, a

        5      very good point.  We're being critical about

        6      the notification process of Tenet not

        7      notifying elected and appointed officials and

        8      other organizations.  But don't you think we

        9      have some responsibility to monitor the

       10      situation?  Didn't we see this coming?

       11               I remember a few years ago -- maybe

       12      you can refresh my memory -- when Temple was

       13      announcing the fact that the trauma center,

       14      accident ward, whatever it's referred to, that

       15      they were going to close.  But don't we have a

       16      process in place?  Do we know if we have any

       17      other troubled facilities in Philadelphia that

       18      could be in the same situation?  Because even

       19      though we're being critical, I think we have

       20      to examine our own process here.  We should

       21      really have been watching the ball, and I

       22      don't think our eye was on the ball.  Knowing

       23      that this institution was in financial

       24      trouble, we should have anticipated something

       25      had to happen.
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        2               What are we doing to look at all --

        3      we look at the Jeff, we look at Hahnemann, we

        4      say, "Oh, they're never going to close," but

        5      do we know that that in fact our speculation

        6      that everything's honkey dory and it may not

        7      be.

        8               MR. DOMZALSKI:  Well, we don't know.

        9               COUNCILMAN RIZZO:  Well, why?

       10               MR. DOMZALSKI:  Clearly in this

       11      case, we did not.

       12               In terms of -- I think we have to

       13      look at the way hospitals are regulated.  For

       14      example, part of Councilwoman Reynolds Brown's

       15      question about other plans and can the other

       16      hospitals absorb, I think those things become

       17      clearer when Tenet meets its obligation to the

       18      regulatory body in regard to hospitals in this

       19      Commonwealth, which is the State Health

       20      Department which has oversight and regulatory

       21      responsibility for hospitals.  It's not a

       22      local effort.  I think we're going to look

       23      closely at that as to how we exchange

       24      information better.  But part of that plan

       25      that's required is to identify just if that
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        2      institution closes, what happens to those

        3      patients that rely on it for care?  What

        4      happens to the medical records?

        5               There will be many individuals in

        6      those situations where you won't be able to

        7      just give them an appointment to an

        8      alternative source of care, they're going to

        9      need some case management, et cetera.

       10               So I think from a number of

       11      standpoints, this points up some issues where

       12      we need to look at in terms of our planning.

       13               COUNCILMAN RIZZO:  Commissioner, did

       14      it surprise you as the City's Health

       15      Commissioner when you read in the Inquirer

       16      that Medical College of Pennsylvania was going

       17      to close their doors?

       18               It's been no secret that that has

       19      been a very costly operation.  I'm not

       20      defending them.  I'm just trying to ask the

       21      question.  Did anybody or did anyone in the

       22      Administration at the State or City level

       23      anticipate this closure?

       24               MR. DOMZALSKI:  In all honesty, I

       25      will tell you Councilman, yes, we were
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        2      surprised.  And I will tell you, part of the

        3      reason for that -- I don't know whether my

        4      recollection is accurate or faulty on this,

        5      but I can recall in that same news outlet

        6      reading in August, I think, where some Tenet

        7      officials were quoted as saying they're going

        8      to have a tough year but after that year,

        9      everything's going to be fine, "We're going to

       10      be on stable ground, it's going to be okay."

       11               Now, I may be wrong on that.  I may

       12      be wrong.  I may not have read that, but I

       13      have to go back and look at that.  But I sort

       14      of distinctly reading that.

       15               COUNCILMAN RIZZO:  Could you just

       16      finish up with a few years ago, and again,

       17      correct me if I'm wrong, it was Temple that

       18      was talking about closing their trauma unit.

       19      I remember that there was some activity in

       20      here, conversation about Temple Hospital doing

       21      something about reducing services.  Wasn't

       22      there an issue involving Temple, either the

       23      emergency room or they were diverting patients

       24      or they were talking about closing?

       25               Are they healthy?  What Councilwoman
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        2      Brown says, that that's the next logical place

        3      to go for emergency services, especially

        4      emergency service because I know Medical

        5      College of Pennsylvania was the primary care

        6      facility for terrible, violent accidents that

        7      occur out on the expressway and the Route 1

        8      Extension.

        9               Could you refresh my memory about

       10      what went on with Temple?  Was that going to

       11      close?  Because I remember there was doctors

       12      and lobbyists running around here talking

       13      about that in conversations.  Was it Temple

       14      that was talking about closing their accident

       15      ward or trauma center?  And is it healthy, if

       16      in fact my recollection is correct?

       17               MR. DOMZALSKI:  That's not in my

       18      recollection.

       19               Do you have, Mr. Centafont, any

       20      recollection of that?

       21               MR. CENTAFONT:  Actually, Temple has

       22      for a number of years been on the cusp, if you

       23      would.  And they go through this almost

       24      annually.  They are able to somehow get

       25      subsidies from the State on occasion because
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        2      of the university attached to them.  But

        3      Temple is not in any better financial

        4      condition than any other hospital in this

        5      region.

        6               COUNCILMAN RIZZO:  So this could put

        7      them in a situation where if the patients that

        8      are being diverted don't have the ability to

        9      pay, this could put Temple in possibly even a

       10      worse situation where they could be closing?

       11               MR. CENTAFONT:  As I mentioned, a

       12      majority of the hospitals in this region are

       13      losing money on operations.  With the average

       14      margin of only .36 percent, there's

       15      $17 million of uncompensated care that will

       16      spread around when MCP closes to those other

       17      hospitals.  So those hospitals will have to

       18      absorb that $17 million deficit.

       19               COUNCILMAN RIZZO:  So my

       20      recollection is correct, that Temple did have

       21      an announcement or there was a suggestion that

       22      they were going to close the trauma center?

       23               MR. CENTAFONT:  That's correct.

       24               COUNCILMAN RIZZO:  It was a few

       25      years ago.
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        2               Thank you, Mr. Chairman.

        3               COUNCILMAN GOODE:  The Chair

        4      recognizes Councilman DiCicco.

        5               COUNCILMAN DICICCO:  Thank you, Mr.

        6      Chair.

        7               Not to divert from the discussion

        8      about MCP, but I would like the record to be

        9      correct.  Councilwoman Tasco referenced an

       10      article in today's newspaper about the

       11      agreement between --

       12               COUNCILWOMAN TASCO:  I just saw the

       13      headline.

       14               COUNCILMAN DICICCO:  But you

       15      referenced somehow, and I just want to make

       16      the record clear that there is no agreement

       17      for the merger between Jefferson and Methodist

       18      Hospital.  It is a proposal that Mercy

       19      Healthcare System who runs the St. Agnes

       20      facility has put on the table.

       21               My guess is that this is the first

       22      step in the attempt or ultimate decision that

       23      they will make in a year or so to literally

       24      close down St. Agnes because St. Agnes

       25      Hospital, as we know it today, if this merger
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        2      does take effect, will become a non-acute

        3      healthcare facility, which basically in my

        4      opinion means that this is the beginning of

        5      the end for St. Agnes.  So I suspect that this

        6      Committee and a number of the people in this

        7      room who are here today will probably be back

        8      in this room in the not too distant future to

        9      talk about the same problems at St. Agnes

       10      Hospital in South Philadelphia as well.

       11               Thank you.

       12               COUNCILMAN GOODE:  The Chair

       13      recognizes Councilman Nutter, to be followed

       14      by Councilman Clarke.

       15               COUNCILMAN NUTTER:  Thank you, Mr.

       16      Chairman.

       17               Commissioner Domzalski, I have one

       18      question and then I have a concern based on

       19      some of the responses from earlier.

       20               Tell me to date what meetings or

       21      conversations have taken place since the

       22      announcement on December 18, 2003, between the

       23      City and Tenet with regard to the proposed

       24      closure of MCP.

       25               MR. DOMZALSKI:  Well, I participated
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        2      in one meeting that was a City meeting.

        3               COUNCILMAN NUTTER:  Can you bring

        4      that mike a little closer, please?

        5               MR. DOMZALSKI:  I participated in

        6      one meeting which was a City meeting that

        7      occurred with Managing Director and myself and

        8      Mr. Schaengold and Teresa Huskey from Tenet.

        9               COUNCILMAN NUTTER:  So you're saying

       10      that the first meeting was yesterday?

       11               MR. DOMZALSKI:  Yes.

       12               COUNCILMAN NUTTER:  Well, I

       13      understand your surprise --

       14               MR. DOMZALSKI:  Councilman, if I

       15      may.  There were some telephone meetings that

       16      we participated in with the Governor.  I'm

       17      referring to meetings specifically with the

       18      City Administration.

       19               COUNCILMAN NUTTER:  Well, if you're

       20      talking about the conference calls or meetings

       21      that you and I have participated in, I

       22      understand that.  That was not my question.

       23      My question is specific to the City and Tenet

       24      from Thursday, December 18, 2003, engage in

       25      any meetings or discussions in response to the
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        2      newspaper announcement that MCP was proposed

        3      to close.  What has happened for the last

        4      month and 10 days?

        5               MR. DOMZALSKI:  We've met with Tenet

        6      yesterday.

        7               COUNCILMAN NUTTER:  Okay.

        8               With regard to the questions that

        9      were asked earlier by some of my colleagues,

       10      some of us, I think -- and I'm certainly not

       11      going to speak for my colleagues, but there

       12      seems to be a bit of a disconnect to some

       13      extent between the City and probably the two

       14      most pertinent agencies would be the Health

       15      Department and the Commerce Department and in

       16      some relationship with the gentleman next to

       17      you and Mr. Wigglesworth over at the Delaware

       18      Valley Healthcare Council.  If we can be so

       19      surprised by proposed closure announcements in

       20      our healthcare industry, which I think is a

       21      major industry in the City of Philadelphia --

       22      the City is blessed to have so many different

       23      healthcare providers -- what system is in

       24      place that allows us to maintain a certain

       25      sense of pulse, if you will, with our various
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        2      healthcare institutions?  And what are we

        3      doing, similar to what we do in the rest of

        4      the business community, to make sure that

        5      people are either healthy, they're allowed to

        6      operate and function and provide either City,

        7      State, or federal resources to help these

        8      vitally important entities in our City?

        9      What's the game plan?

       10               MR. DOMZALSKI:  Well, clearly, as we

       11      talked, the City Health Department does not

       12      have a system.  But when we're talking about

       13      MCP situation, there was a system in place

       14      where there was evidently some conversation

       15      going on with the boards and community

       16      oversight boards and governing boards and

       17      those kinds of things, and we never got a call

       18      from any of those individuals.

       19               COUNCILMAN NUTTER:  Are you aware of

       20      specific meetings that took place related to

       21      the closure?

       22               MR. DOMZALSKI:  No, all we

       23      understand is that these were structures that

       24      were set up and some individuals were Chair of

       25      those meetings, of those groups.  We never got
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        2      a call from any of those individuals either

        3      that, "Hey, listen, there's a problem here."

        4               COUNCILMAN NUTTER:  So our system is

        5      to rely on community boards and advisory

        6      entities to tell the City of Philadelphia

        7      what's going on in the healthcare community?

        8               MR. DOMZALSKI:  No, sir, I'm not

        9      saying that.  I'm saying that the Department

       10      of Public Health does not have regulatory

       11      responsibility for the hospital industry.  It

       12      does not.  It has regulatory responsibility

       13      for public health issues.  In this particular

       14      instance --

       15               COUNCILMAN NUTTER:  The City of

       16      Philadelphia doesn't have responsibility for

       17      food service in Philadelphia, but we were

       18      absolutely positively directly involved in

       19      trying to make sure that ARA stayed in

       20      Philadelphia and provided incentives from both

       21      the City and State to make sure they stayed

       22      here.  And we don't have regulatory authority

       23      over food service either.

       24               MR. DOMZALSKI:  Councilman, I

       25      understand that and I respect that.  I'm the
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        2      Public Health Commissioner.  We have

        3      responsibility for the regulation of the

        4      retail food industry and we discharged that

        5      responsibility.  We do not have responsibility

        6      for oversight of the business practices of

        7      various facilities, institutions, and

        8      corporations.

        9               COUNCILMAN NUTTER:  Okay.

       10               COUNCILMAN GOODE:  I will defer to

       11      Congressman Fattah.

       12               CONGRESSMAN FATTAH:  Thank you.  I

       13      just want to say a couple things.

       14               One is that I think that the two

       15      witnesses would agree that the City has a

       16      shortage of hospital beds at this time; is

       17      that correct?

       18               MR. DOMZALSKI:  I think it depends

       19      on the calculation.

       20               MR. CENTAFONT:  I agree.

       21               CONGRESSMAN FATTAH:  Well, can you

       22      supply us with the varying calculations on

       23      that question?

       24               MR. DOMZALSKI:  I think Mr.

       25      Centafont can do that.
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        2               CONGRESSMAN FATTAH:  Just send it to

        3      us so we can look at it.

        4               I think that the back and forth has

        5      probably got some utility, but at least for

        6      myself, and I think I speak for the Governor

        7      and for Senator Specter, we'd like to see a

        8      healthcare facility, a comprehensive

        9      healthcare facility stay at that location.

       10               As for Tenet, I have no interest in

       11      them staying at all.

       12               (Applause.)

       13               CONGRESSMAN FATTAH:  I don't want to

       14      get into a side track about meetings with them

       15      and not -- I have not met with Tenet at all.

       16      Because I've had earlier conversations with

       17      them, and I am extraordinarily disappointed in

       18      the fact that they would not contact any of

       19      the people who represent the City, whether it

       20      be the Mayor or the Governor or myself or

       21      others, Senator Specter, who are uniquely

       22      situated to be of help.  Most of the time when

       23      you have businesses who want to stay in

       24      Philadelphia, they say, "Look, we're having a

       25      problem.  This is what our problem is.  And
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        2      can you help us?"

        3               And the Council has abated taxes for

        4      decades so that businesses don't have to pay

        5      taxes in order to stay.  They've done other

        6      things to be helpful.  Those of us at the

        7      federal and state level have found tens of

        8      millions of dollars to help people to stay.

        9      If Tenet wanted to stay, they would have come

       10      forward, said they had a problem, met with the

       11      appropriate people.  And if the problem could

       12      have been resolved in a manner in which they

       13      could have stayed, then that's how we would

       14      have proceeded.  It is clear that since they

       15      didn't put the -- the way that they handled

       16      this is that for their own business reasons,

       17      they decided that they had no need to operate

       18      in a respectful way to the citizens of

       19      Philadelphia even though they were welcomed

       20      here in terms of purchasing this entire group

       21      of hospitals.

       22               The other thing is, the gentleman

       23      who speaking on behalf of the hospital

       24      association and this foundation says, well,

       25      these hospital operate in a tough margin.
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        2      Hospitals across the country operate in a

        3      tough margin.  Hospitals that are involved in

        4      education activities always operate at a very

        5      tough margin.

        6               And the suggestion that was raised

        7      earlier that Temple's getting ready to close.

        8      I just want to be clear.  I spent a long time

        9      on the Temple Board and spent 10 years looking

       10      and working related to the hospital.  There's

       11      never been a year in which there hasn't been

       12      millions of dollars of un-reimbursed care.

       13      But I don't want anyone to leave this room

       14      thinking that Temple's getting ready to close

       15      its hospital; it's not.  And people who are

       16      involved in educational activities, that is,

       17      training doctors, you need to have a hospital.

       18      MCP is a medical college which is involved in

       19      training doctors.  And these hospitals have

       20      never been involved in a bottom line

       21      calculation that Tenet is involved in, which

       22      is a for-profit business.  And they've just

       23      made a decision for their own business reasons

       24      that they don't have to have any reasonable

       25      discussion with people here; they're going to
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        2      do what they need to do.  And I think that's

        3      fine.  They made that decision, and we should

        4      treat them accordingly.  At least for myself,

        5      that's how I'm going to treat them.  Because

        6      if they think as a major corporation in this

        7      country that that's how they should conduct

        8      their affairs, I think that it deserves the

        9      same level of respect that they've decided to

       10      show us.

       11               (Applause.)

       12               COUNCILMAN GOODE:  Thank you,

       13      Councilman.

       14               You are here representing the

       15      Administration?

       16               MR. DOMZALSKI:  I am.

       17               COUNCILMAN GOODE:  You did not

       18      decide to come here on your own, you were sent

       19      here to represent the Administration?

       20               MR. DOMZALSKI:  I was notified

       21      yesterday morning of this hearing and told by

       22      Councilman Nutter that they would appreciate

       23      my being here.  We discussed it, and the

       24      Managing Director decided, yes, I would appear

       25      this afternoon and give testimony on this
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        2      issue.

        3               COUNCILMAN GOODE:  And you are aware

        4      that this hearing is being held in the

        5      Committee of Commerce and Economic

        6      development?

        7               MR. DOMZALSKI:  I am.

        8               COUNCILMAN GOODE:  You stated on the

        9      record that your first meeting with Tenet was

       10      yesterday, and before that you had a

       11      conference call with the Governor.

       12               Who initiated that conversation?

       13               MR. DOMZALSKI:  Which one,

       14      Councilman?

       15               COUNCILMAN GOODE:  The conference

       16      call with the Governor.

       17               MR. DOMZALSKI:  The Governor.

       18               COUNCILMAN GOODE:  So what did the

       19      Administration or your department do

       20      proactively?

       21               MR. DOMZALSKI:  Our Law Department

       22      is looking at the agreements that were

       23      executed when Tenet came in, looking at those

       24      issues to see whether or not this action in

       25      any way violates those agreements.  That
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        2      inquiry is ongoing.  We participated in

        3      additional telephone conversations and some

        4      in-person meetings with Councilman Nutter and

        5      the Governor.  In fairness to --

        6               COUNCILMAN GOODE:  So you have

        7      examined this in its context as an economic

        8      development issue and how Tenet was treated in

        9      the past?

       10               MR. DOMZALSKI:  Those are things

       11      that are under consideration by the Law

       12      Department.

       13               COUNCILMAN GOODE:  What was the

       14      nature of your conversation with the Governor?

       15               MR. DOMZALSKI:  I'm sorry.

       16               COUNCILMAN GOODE:  What was the

       17      nature of your conversation with the Governor?

       18               MR. DOMZALSKI:  Well, just what the

       19      situation was.  And I don't think I want to go

       20      into a great deal of detail about that

       21      inasmuch as our whole situation in terms of

       22      the legal strategy is still being developed.

       23               COUNCILMAN GOODE:  Beyond the legal

       24      strategy, I guess my question is, were you

       25      part of a conference call that was treating
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        2      this as a health issue, as an economic

        3      development issue, or as both?

        4               MR. DOMZALSKI:  Essentially, we're

        5      treating it as the impact of healthcare

        6      delivery in that community.  And, of course,

        7      anytime you've got a facility that's got a

        8      thousand employees who's going to close,

        9      everybody understands that there's an economic

       10      ripple impact of that, and clearly that was on

       11      everyone's mind.

       12               COUNCILMAN GOODE:  Beyond legal and

       13      health issues, how is the Administration

       14      treating this as an economic development

       15      issue?

       16               MR. DOMZALSKI:  As an economic

       17      development issue?

       18               COUNCILMAN GOODE:  Beyond legal and

       19      health issues, how is the Administration

       20      treating this as an economic development

       21      issue?

       22               In other words, is there some other

       23      proposed bail-out or treatment of this issue

       24      as a business issue?

       25               MR. DOMZALSKI:  Not that I know of.
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        2      I don't know.

        3               COUNCILMAN GOODE:  The Chair

        4      recognizes Councilman Nutter.

        5               COUNCILMAN NUTTER:  I'm finished,

        6      Mr. Chairman, with these particular witnesses.

        7      I do want to state for the record -- I know

        8      there's been discussion or concern about who

        9      was notified when.  I do need to at least

       10      state for the record that of all of the

       11      various officials, I was notified with a

       12      significant amount of lead time, probably

       13      about 8 to 10 hours on Wednesday, December 17,

       14      2003, after the financial markets closed at

       15      about 5:15, 5:30.  I was visited by

       16      representatives from Tenet to tell me that the

       17      next morning at 5:30 a.m. Pacific time the

       18      announcement would be made.  They laid out

       19      what the issue was; that was the notice.  So I

       20      actually had a preview of what the next day's

       21      Inquirer would be, but it was about 8 to 10

       22      hours.  So, one, I want to put that on the

       23      record.

       24               Second, Mr. Chairman, if it's okay

       25      with you, there are two individuals that we
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        2      definitely need to recognize.  If we did

        3      already, I apologize.  But Ralph Winder, Ward

        4      Leader of the 38th Ward; and Lou Agre of the

        5      21st Ward have played a tremendous role in all

        6      of the activities here.

        7               I don't have anything further for

        8      the witnesses, but I would again like to

        9      strongly encourage through the Health

       10      Commissioner -- I understand the Managing

       11      Director may be here -- there is a serious

       12      need for greater coordination within the City

       13      government looking at the overall picture of

       14      healthcare here in Philadelphia.

       15               While the Department may not be

       16      charged either by code or by the Philadelphia

       17      Charter to pay attention to these issues or by

       18      statute to regulate these industries, they are

       19      so large and so impactful to this City that I

       20      think we have an obligation to the citizens of

       21      this City to pay closer attention and develop

       22      a coordinated plan on how we're going to deal

       23      with ongoing healthcare issues.  This is not

       24      the end of this situation; it is merely the

       25      continuation of a cascade that is happening
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        2      not only in Philadelphia but across the

        3      country.  I'd rather we be prepared for it,

        4      have a sense of what's going on, than a

        5      continuation of hearings examining the body of

        6      something that may be in a fatal condition.

        7               MR. DOMZALSKI:  I think that's the

        8      sense of everyone, particularly when we have

        9      situations in place where we might have known.

       10               COUNCILMAN NUTTER:  Thank you, Mr.

       11      Chairman.

       12               COUNCILMAN GOODE:  The Chair

       13      recognizes Councilman Rizzo for a very quick

       14      follow-up question.

       15               COUNCILMAN RIZZO:  Commissioner, I

       16      want to follow-up for the record, because

       17      apparently there's some confusion here.  When

       18      I asked a question about Temple Hospital or at

       19      minimum the trauma center or the accident

       20      ward -- I'm not sure how they refer to it

       21      there.  You suggested that you weren't aware

       22      of any situation that involved Temple

       23      suggesting that they were under the gun and

       24      planning to close that facility, whether it be

       25      the whole hospital or just the emergency
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        2      operation there.  I believe it was limited to

        3      emergency operation.

        4               MR. DOMZALSKI:  That's correct.

        5      That's what I said.

        6               COUNCILMAN RIZZO:  But I believe you

        7      suggested that there wasn't a problem.

        8               MR. DOMZALSKI:  No, I said I was not

        9      aware of one.  I was not aware that there was

       10      a problem and I deferred to Mr. Centafont.  He

       11      may have known something about it from an

       12      economic standpoint.

       13               COUNCILMAN RIZZO:  My point being,

       14      you said you were not aware that Temple had an

       15      issue a few years back.

       16               MR. DOMZALSKI:  That's correct.

       17      Quite frankly, I'm speaking right now as John

       18      Domzalski, the Health Commissioner.  The

       19      Health Commissioner at that time may have been

       20      aware of it.  It just may not have been in my

       21      responsibilities at that time.

       22               COUNCILMAN RIZZO:  I'm not sure how

       23      long ago it was.  But for the record, Mr.

       24      Centafont, would you please be real clear on

       25      how significant an issue it was with Temple at
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        2      that time and when it may have been?  Because

        3      I know that I had visits from doctors here in

        4      this building looking for funding.  They

        5      indicated that if they didn't get the funding,

        6      the place was going to close.

        7               Now, can you go, for the record, in

        8      one minute just tell us exactly what the

        9      situation was, if you know?  Apparently, you

       10      do know.

       11               MR. CENTAFONT:  Actually, Councilman

       12      Rizzo, I know there was an issue.  It was, as

       13      the Commissioner says, it was a different life

       14      for me also.  I mean, it was on the periphery.

       15      Mr. Wigglesworth, I'm sure, could give you a

       16      better answer on that.  And I will give him

       17      the question, if you'd like, to get back to

       18      you.

       19               COUNCILMAN RIZZO:  I would like

       20      that.

       21               MR. CENTAFONT:  I will have Andrew

       22      call you.

       23               COUNCILMAN RIZZO:  Well, I'd like it

       24      for the record.  I'd like to have the answer

       25      during the hearing process, if you could.  I
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        2      think Wigglesworth is here, isn't he?

        3               MR. CENTAFONT:  No, he's out of town

        4      today.

        5               COUNCILMAN RIZZO:  Okay.  I would

        6      like the answer to that question forwarded to

        7      the Chair, for the record.

        8               MR. CENTAFONT:  That's fine.

        9               COUNCILMAN RIZZO:  Thank you, Mr.

       10      Chairman.

       11               COUNCILMAN GOODE:  Thank you,

       12      Councilman.

       13               MR. DOMZALSKI:  Can I be excused?

       14               COUNCILMAN GOODE:  Not quite yet.

       15      We have three or four more panels, at least 15

       16      more witnesses.  I would like to move forward,

       17      but Councilman Clarke has been waiting for a

       18      while, and Councilwoman Reynolds Brown also

       19      has a follow-up question.

       20               COUNCILMAN CLARKE:  Thank you, Mr.

       21      Chairman.

       22               Good evening, gentlemen.  I have a

       23      lot of personal relationships with Medical

       24      College, representing the district adjacent to

       25      the facility.
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        2               Councilman Nutter, you appreciate

        3      that my first visit to Medical College was

        4      when I was playing football for Edison at the

        5      old Edison Football Field at 29th and

        6      Chalmers.  A 300-pound lineman blindsided me,

        7      and I found myself in the Medical College of

        8      Philadelphia.  And I had the unfortunate

        9      occasion to witness my father's death in

       10      Medical College, and since then as a

       11      Councilperson, as a ward leader, visited

       12      numerous individuals that I've represented at

       13      that facility.  So I know of its importance to

       14      that community, in adjacent communities.  So

       15      what I'd like to do is ask you a question of a

       16      different light.  And you may not be able to

       17      directly answer this, some of the specifics of

       18      the question.

       19               First of all, it's my understanding

       20      the healthcare field is probably the growth

       21      industry locally because of the numerous

       22      facilities that we have and maybe nationally,

       23      and I've heard that reference and I understand

       24      there are cutbacks as it relates to specific

       25      hospitals in specific locations, but the
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        2      industry itself to some degree, the biomedical

        3      field is probably one of the growth industries

        4      we hope and we anticipate.  And I understand,

        5      correct me if I'm wrong, are probably some of

        6      the higher paying positions as it relates to

        7      categorizing the various fields throughout the

        8      nation.  Am I correct in assuming that?

        9               MR. DOMZALSKI:  I think in the

       10      hospital industry, you've got positions that

       11      are very appropriately compensated at the

       12      upper end of the pay scale, but there are also

       13      a large number of individuals who do not make

       14      large salaries who provide very critical

       15      services to patient care and in support of

       16      patient care across the system, so everyone

       17      who works in a hospital is not handsomely

       18      paid.

       19               COUNCILMAN CLARKE:  Would you say

       20      generally if you average out the compensation

       21      for the employees in a hospital will probably

       22      average above a department store or some other

       23      type of retail operation.

       24               MR. DOMZALSKI:  I don't have the pay

       25      scales that well in mind, Councilman.  I don't
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        2      know.

        3               COUNCILMAN CLARKE:  The reason I

        4      asked that, while we continue to look at the

        5      impact as it relates to the ability to provide

        6      the appropriate healthcare -- that is, as far

        7      as I'm concerned, primary -- there is a

        8      certain economic impact on the City if this

        9      facility is allowed to closed.  And I've seen

       10      too many instances where people have

       11      decent-paying jobs.  The job after that job

       12      tends to be at a lower pay scale, one, because

       13      the person is overqualified for a specific job

       14      and they end up taking a job in retail or some

       15      lesser-paying job.  I'm wondering has the City

       16      or will we look at the economic analysis as it

       17      relates to the potential loss of jobs?  And I

       18      think we sometimes need to look at that when

       19      there's the analysis to determine if there's

       20      any resources put on the table from any

       21      government entity, be it the federal, state,

       22      or local level.

       23               As was indicated earlier, I think

       24      Councilman Nutter talked about certain

       25      facilities threatening to leave.  Right now
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        2      we're being threatened by a number of

        3      facilities in Center City.  Our friends over

        4      in Camden are throwing all types of money on

        5      the table.  And as we move forward in this

        6      particular debate, I'm wondering do we have or

        7      can we have an analysis of the jobs

        8      categorized, the salaries associated with the

        9      jobs, the wage tax associated with the jobs as

       10      it relates to the peripheral impact.  I'm sure

       11      that those people that work at that facility

       12      possibly shop in the immediate area.  I know

       13      on Henry Avenue, they probably run up to

       14      D'Allasadro's or Chubby's and get one of these

       15      healthy cheese steaks on a consistent basis.

       16               Could you pull together that

       17      information for us?

       18               MR. DOMZALSKI:  Well, I can

       19      certainly take that back to the Commerce

       20      Department and the job retention and

       21      development folks over there.  But, you know,

       22      I think your concern is well taken, that

       23      people who are going to be the most

       24      challenging to place in the system are those

       25      individuals who provide critically important
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        2      care, critically important care, to support of

        3      an institution such as the dietary and

        4      housekeeping.  These are individuals -- I

        5      think your concern is well taken there,

        6      because, quite frankly, we know we have a

        7      nursing shortage across the region and we can

        8      always place physicians because we need their

        9      services so desperately.  The other folks at

       10      the other end really need some attention.

       11               COUNCILMAN CLARKE:  I'm extremely

       12      concerned about that, the impact of that.  And

       13      I just wanted to say for the record that as

       14      the Councilperson adjacent to this particular

       15      facility, I remain committed to support not

       16      only Councilman Nutter as the District

       17      Councilperson but all the local elected

       18      officials who represent that area have had

       19      some -- I hate to use the term "behind the

       20      scenes," but they were, in fact,

       21      behind-the-scenes conversations with

       22      individuals.  And at the appropriate time, we

       23      will look at some possibilities in terms of

       24      providing some support.  So I just want to

       25      give that commitment here publically today.



                                                           89

        1             012904 - COMMERCE - RES. 040046

        2      And if you can get that information as soon as

        3      possible, it will be very helpful.

        4               MR. DOMZALSKI:  Yes, sir.

        5               COUNCILMAN CLARKE:  Thank you, Mr.

        6      Chairman.

        7               COUNCILMAN GOODE:  Thank you,

        8      Councilman.

        9               The Chair recognizes Councilwoman

       10      Reynolds Brown.

       11               MR. DOMZALSKI:  Mr. Chair, I do have

       12      a meeting, sir, that I'm certainly urgently

       13      needed at and I'm wondering if I may be

       14      excused.

       15               COUNCILMAN GOODE:  We would not like

       16      to excuse you.  I noticed that the Managing

       17      Director was here.  Is he still in the room?

       18      If he is not, then you need to be relieved by

       19      someone, sir.

       20               MR. DOMZALSKI:  I'm sorry.

       21               COUNCILMAN GOODE:  I noticed that

       22      the Managing Director was in the room at some

       23      point.  We would not like to excuse you.  If

       24      you do leave, you need to be relieved by

       25      someone else from the Administration.
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        2               MR. DOMZALSKI:  If you can excuse me

        3      a second, Chairman, I'll try to make that

        4      arrangement.

        5               COUNCILMAN GOODE:  Absolutely.

        6               MR. DOMZALSKI:  Thank you.

        7               COUNCILMAN GOODE:  Councilwoman.

        8               COUNCILWOMAN BROWN:  Follow-up to an

        9      earlier question regarding the awareness of

       10      the closing and how so many of the

       11      stakeholders were caught flatfooted and

       12      surprised.  I have a question around what I

       13      call SOP, standard operating procedure.  Given

       14      the mission of the organization you represent,

       15      is there some procedural step where hospitals

       16      that want to close bring it to this body,

       17      given your mission to at least alert those

       18      around the table so that some proactive

       19      measures, if possible, can be put in play?

       20               MR. CENTAFONT:  It's been my

       21      experience there that the CEOs of the

       22      hospitals are in contact with our

       23      organization, and they do give us a

       24      notification of when something happens.  In

       25      this particular case, I'm not sure when that
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        2      occurred.

        3               SENATOR HUGHES:  What is the

        4      procedure --

        5               COUNCILWOMAN BROWN:  I yield.

        6               COUNCILMAN GOODE:  The Chair

        7      recognizes Senator Hughes.

        8               SENATOR HUGHES:  I apologize.  We

        9      just yell all around in Harrisburg.

       10               The question that I have -- and

       11      Commissioner Domzalski was involved in a

       12      number of conference calls that I was involved

       13      in.  I think I called him the Tuesday or

       14      Wednesday before Christmas, and we had

       15      conference calls right around New Year or

       16      something like that.  But the important thing

       17      here is, did Tenet -- do you, Mr. Centafont --

       18      and I talked to Mr. Wigglesworth yesterday and

       19      he told me you'd be here.  Did Tenet follow

       20      the appropriate procedure for notification of

       21      anyone in this decision-making process?

       22               I found out -- I think Teresa Huskey

       23      called me.  I'm up in Harrisburg, it's almost

       24      midnight, we're trying to get a budget done.

       25      She called me, Representative Williams, and I
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        2      ran into a lobbyist walking around the floor

        3      lobbying on gaming and he said, "Oh, by the

        4      way, I picked up Tenet as a client, and you

        5      need to know about this.  They're getting

        6      ready to shut down tomorrow."

        7               Did Tenet, knowing that we were

        8      working on this decision for a number of

        9      months, knowing that -- because you don't make

       10      a decision like this arbitrarily.  Did Tenet

       11      follow, as Councilwoman Reynolds Brown said,

       12      SOP, standard operating procedure for

       13      notification, as required by every level of

       14      government, from a health standpoint and,

       15      Councilman Goode, from a commerce and economic

       16      development standpoint since this involves a

       17      thousand jobs?

       18               MR. CENTAFONT:  I have no way of

       19      knowing that answer.

       20               SENATOR HUGHES:  So I will assume

       21      the answer is no, because none of us got

       22      notification.  The residents got no

       23      notification, the employees got no

       24      notification.  They were in a bogus

       25      negotiation with the nurses.
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        2               (Applause.)

        3               SENATOR HUGHES:  Because as soon as

        4      that agreement was allegedly reached, a minute

        5      later they announced the closing.

        6               So the question then becomes -- and

        7      I have good relations with the Tenet people on

        8      other matters.  But the question then becomes,

        9      on this matter, there is a procedure, if not

       10      health-wise, Councilman, in the context of

       11      economic development issues, closure,

       12      foreclosure, all that other kind of stuff

       13      which we've dealt with every level of

       14      government in the past, did they follow the

       15      appropriate procedure?

       16               And you have to convince me that

       17      they did, because I believe and I know that

       18      they didn't.

       19               MR. CENTAFONT:  I have no personal

       20      knowledge of what procedures they followed.

       21               SENATOR HUGHES:  Does the hospital

       22      industry have a procedure in terms of public

       23      notification about these kinds of decisions?

       24               MR. CENTAFONT:  The State Department

       25      of Health requires that they be notified in an
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        2      appropriate period of time by regulation of

        3      when a hospital intends to reduce services or

        4      close.

        5               SENATOR HUGHES:  And the State

        6      Department of Health was not notified?

        7               MR. CENTAFONT:  I do not know.

        8               COUNCILMAN GOODE:  Senator, we

        9      actually wish to interrogate Tenet a lot more

       10      directly a few panels from now.

       11               SENATOR HUGHES:  I'm sorry.

       12               COUNCILMAN GOODE:  Councilwoman

       13      Brown, were you finished?

       14               COUNCILWOMAN BROWN:  We'll wait

       15      until we hear from Tenet.  But the question

       16      has not been answered, given your role even as

       17      Chief Operating Officer, what the procedure is

       18      and whether or not it was followed.

       19               MR. CENTAFONT:  My role as chief

       20      operation officer is of the foundation, not of

       21      DVHC.  DVHC is the membership organization

       22      that Tenet is just one member of.

       23               COUNCILWOMAN BROWN:  Very well.

       24      Thank you.

       25               COUNCILMAN GOODE:  This panel is
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        2      excused from the table but not from the room.

        3      We ask everyone that's testified to stay

        4      around.  In addition to this Committee, I know

        5      there are other guest legislators that wish to

        6      question you, but there are other panels that

        7      need to testify.  Some of those witnesses need

        8      to leave.  So I ask Councilman Nutter to

        9      introduce his next panel.

       10               {Pause.)

       11               COUNCILMAN GOODE:  The next panel

       12      will deal with impact to doctors, nurses, and

       13      employees of MCP.  We ask Dr. David Wagner,

       14      Mr. Henry Nicholas, and Ginny Holzworth to

       15      please approach the witness table.

       16               Mr. Nicholas, will you please

       17      identify yourself for the record?

       18               MR. NICHOLAS:  My name is Henry

       19      Nicholas and I'm President of the Hospital

       20      Workers Union nationally and also President of

       21      Local 1199C here in Philadelphia.

       22               COUNCILMAN GOODE:  Please proceed

       23      with your testimony.

       24               MR. NICHOLAS:  Mr. Chairman and

       25      Members of the City Council, these are very
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        2      difficult proceedings for me because I've been

        3      around the block just a few times.  And it is

        4      clear to me that this body, according to the

        5      way I read the Home Rule Charter, is duty

        6      bound to protect the healthcare of the

        7      citizens of Philadelphia.  We made that cry

        8      when PGH closed under Council's auspices with

        9      them pledging these other hospitals to pick up

       10      the slack.  But that was in the good old days.

       11               The true fact, we are in a

       12      healthcare crisis in Philadelphia.  The worst

       13      crisis in the entire United States.  And the

       14      issue before us is Medical College, but for

       15      all of us in this room, it is bigger than

       16      Medical College.  It is whether the citizens

       17      of Philadelphia will have access to

       18      healthcare.

       19               In the last 24 months, before the

       20      loss of 300 doctors at Medical College, we

       21      lost in this region 1500 doctors.  There's a

       22      void out there.  I was in the emergency room

       23      at Temple on Friday night.  The wait is 11

       24      hours long.  And that's true about many of the

       25      hospitals.
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        2               Council should use its authority to

        3      call on the Governor of the Commonwealth of

        4      Pennsylvania to declare Philadelphia a

        5      healthcare emergency area.

        6               (Applause.)

        7               MR. NICHOLAS:  Because failing to do

        8      that, we will not get to the issues.  And the

        9      three persons testifying before I did made a

       10      case.  They said we have a crisis.  It is

       11      bigger than whether we have too many beds.  We

       12      don't have enough doctors to attend the beds

       13      that we have.  We don't have enough nurses to

       14      attend to the beds that we have.

       15               I've been in all of the meetings.  I

       16      just met with the Mayor for an hour before I

       17      came in here.  I met with him 10 times since I

       18      got my call.  I represent 600 workers there.

       19      I got my first call at 5:47 on December the

       20      10th.  They said, "We're going to have a

       21      layoff of 160 people."  Seven days later, they

       22      told me they were closing down.  And I got my

       23      notice the same as everyone else, at the last

       24      minute.

       25               But for all of the citizens of
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        2      Philadelphia, and when we know that the

        3      majority of the hospitals serving the

        4      neighborhoods, all of them, are in the

        5      intensive care unit on a respirator as we

        6      speak, it is bigger than Methodist and St.

        7      Agnes, St. Joe's and Girard, Graduate,

        8      Episcopal, Northeastern, Miseracordia, all of

        9      those hospitals are in the intensive care unit

       10      as we speak.  If a crisis should hit

       11      Philadelphia such as occurred on 9/11, we

       12      would not be able to respond.  This City is

       13      ill-prepared to respond to emergency

       14      healthcare crisis as we speak.

       15               I represented the D.C. General

       16      Hospital that closed 10 days before 9/11.

       17      When the crisis occurred at the Pentagon, they

       18      had to reopen the hospital that they had just

       19      closed because the other hospitals were

       20      ill-equipped to deal with a crisis.  And we

       21      are confronted here in Philadelphia with a

       22      crisis bigger than that, bigger than any other

       23      City.  Our doctor crisis is worse than any

       24      city in the nation.  And so it is very, very

       25      important.
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        2               Councilman Rizzo asked, "Did not

        3      Temple have a problem with its trauma center?"

        4      Yes, it did.  And it was kept open because I

        5      went on a hunger strike in the emergency room

        6      for eight days to keep it open.  That's how it

        7      was saved.

        8               (Applause.)

        9               MR. NICHOLAS:  But we have not -- we

       10      just skirt the issues.

       11               When Tenet decided to close, at the

       12      same time they announced closing not one but

       13      both of its trauma centers.  They are both

       14      closed now.  The trauma center at Medical

       15      College closed and the trauma center at

       16      Hahnemann closed.  And so if you look at that

       17      in the real content, all of the patients that

       18      was taken to those two hospitals by those

       19      operations get diverted to Temple, to

       20      Einstein, to the Hospital of the University of

       21      Pennsylvania and so you have a 10-hour wait.

       22      It is a crisis.  We must deal with it.  It is

       23      an important debate around Medical College

       24      because it points up the essence of the issue.

       25      There is a crisis.  Here is where we --
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        2               A lot of people have been looking

        3      for, what happens after Tenet leaves?  One of

        4      the missing elements if the State decides they

        5      would bring some resources to the table, if

        6      through Senator Specter's office some

        7      resources come to the table, and if the City

        8      puts some resources on the table, then who

        9      runs this new infrastructure.  That's a

       10      missing part of the equation.

       11               One of the serious crisis facing the

       12      people of Philadelphia, poor people, in these

       13      days is there are a lot of poor people without

       14      healthcare.  And the numbers are growing.

       15               Someone asked whether there are

       16      other jobs in the marketplace.  Yes, there are

       17      jobs at Wal-Mart, at $6.30 an hour with no

       18      healthcare benefits.  That's why I came to

       19      this Council when they wanted to locate at the

       20      emergency door of one of my hospitals,

       21      Northeastern.  They don't have healthcare.

       22               Before I came here, I was handed a

       23      list of all of my members that will be out of

       24      work as of the 31st of March.  The total

       25      number of people impacted by this is 1650
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        2      taxpayers, good-paying jobs.  They're not

        3      replaceable.  A tremendous jolt to the

        4      Philadelphia economy.  The biggest loss of

        5      jobs in a long, long time in this region.

        6               We have the capacity to do it.  The

        7      question is whether we will summons the will.

        8      That's the charge to all of us.  I haven't met

        9      anyone yet who was not concerned about whether

       10      we should keep the hospital open.  We've got

       11      to draw the line here and make this an

       12      emergency situation.

       13               The people in the streets, we're not

       14      going to stop marching.  We're going to keep

       15      this on the front burner because it's bigger

       16      than the Medical College.

       17               (Applause.)

       18               MR. NICHOLAS:  And I would urgently

       19      request of City Council that you review the

       20      City Charter.  You're empowered and given the

       21      duty, and part of that duty is that you call

       22      on the Governor to declare Philadelphia a

       23      healthcare emergency so all of the emergency

       24      measures can be put at work to take care of

       25      this issue.
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        2               Thank you for the opportunity.

        3               (Applause.)

        4               COUNCILMAN GOODE:  Thank you for

        5      your testimony, Mr. Nicholas.

        6               Dr. Wagner, please identify yourself

        7      for the record.

        8               DR. WAGNER:  I'm Dr. David Wagner.

        9      I'm head of emergency medicine for Drexel

       10      University and head of the emergency services

       11      at MCP Hospital.  I've held that position for

       12      longer than I wish to admit publicly, first

       13      arriving at the campus known as Woman's

       14      Medical College in 1965.  I'm also a longtime

       15      resident of the surrounding community.

       16               The healthcare facility now known as

       17      MCP which anchors East Falls and surrounding

       18      communities has, as many of you know, a rich

       19      and varied history.  I enjoy reminding our

       20      medical students of today that when I first

       21      arrived on the faculty, this school was

       22      turning out 48 graduates a year, all of whom

       23      were women.  And if you were a woman

       24      practicing medicine anywhere in the United

       25      States at that time, you had a 50 percent
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        2      chance of graduating from that college.

        3               Fortunately, we've come a long time

        4      from that era of under-resourced gender-based

        5      medical education.  Today, Drexel University

        6      College of Medicine graduates 250 students, of

        7      which a better than 50 percent majority remain

        8      women.  Even the acreage at 3300 Henry Avenue

        9      has a rich history, having been designated by

       10      the founding father's as the site on which the

       11      capital of the United States was to be built

       12      when Philadelphia was designated to house that

       13      facility.

       14               Today, MCP as a healthcare facility

       15      provides unique and important resources for

       16      the community.  It houses an active emergency

       17      and trauma center.  We see close to 30,000

       18      emergencies, of which close to over 8,000 are

       19      ill and injured enough to be admitted as

       20      emergencies.  The trauma center of the two

       21      when Drexel, when it was fully functional was

       22      the busiest of the two, significantly the

       23      busiest.  We have over 80 physicians that have

       24      medical offices and practices on that site.

       25      The renal dialysis site manages over 150
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        2      chronic dialysis patients.  It is a federally

        3      designated site for a center for women's

        4      health and the only designated decontamination

        5      site for bio-terrorism concerns in the entire

        6      greater Delaware Valley.  All these resources

        7      serve a community with one of the highest

        8      percentage of elderly in the City and for whom

        9      there is no other easily reached alternative

       10      for health and hospital services.

       11               What can be done to enhance and

       12      preserve these resources?  Let me suggest

       13      three things.  First, accept the fact that the

       14      goals and needs of the community do not mix or

       15      match with the goals and needs of the current

       16      owner.  This is not to denigrate the mission

       17      and goals of the current owner but to realize

       18      that profitability to satisfy Wall Street is

       19      difficult to obtain when a substantive portion

       20      of a community is under-resourced.  We must

       21      find a way that will allow MCP to separate

       22      from its current ownership, develop a plan to

       23      provide the needed health resources and

       24      implement this under a non-profit umbrella.

       25               (Applause.)
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        2               DR. WAGNER:  Second, in order to

        3      accomplish the above, additional time beyond

        4      the projected closure must be allowed.  This

        5      time must be aggressively used to develop a

        6      fiscally viable business plan which

        7      incorporates a non-profit entity whose mission

        8      includes health services for the

        9      under-resourced.

       10               And, finally, to accomplish the

       11      above, a coalition of the committed must be

       12      developed to include appropriate City, State,

       13      and federal resources to join with the loyal

       14      staff and employees of MCP, some of whom are

       15      here today but many, if not most of whom, both

       16      work and live within the community.

       17               We are here today to say we need

       18      your help, and we will do whatever we can to

       19      work with you.  We cannot survive this crisis

       20      without your help; but with it, an institution

       21      with a rich history and a tradition of

       22      service, under-resourced will be salvaged, a

       23      vibrant community will be preserved, and the

       24      health needs of its citizens will be saved.

       25      The consequences of closure are too untenable
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        2      to warrant mention at this time.

        3               Thank you.

        4               (Applause.)

        5               COUNCILMAN GOODE:  Thank you, Dr.

        6      Wagner, for your testimony.

        7               We're going to ask Ginny Holzworth

        8      to please approach the witness table.

        9               Please identify yourself for the

       10      record and proceed with your testimony.

       11               MS. HOLZWORTH:  My name is Ginny

       12      Holzworth.  I'm an intensive care registered

       13      nurse at MCP.

       14               Ladies and gentlemen, my name is

       15      Ginny Holzworth, Registered Nurse and founder

       16      of the Save MCP Hospital Coalition.  I am also

       17      one of the 70,000-plus people that the closing

       18      of MCP Hospital will affect.

       19               I've been working in the intensive

       20      care unit of MCP Hospital for the past six and

       21      a half years, which also means that I, along

       22      with approximately 1,000 other employees, have

       23      had the privileged opportunity to serve this

       24      community without regard to race, creed or

       25      economic status.  We have cared for the rich,
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        2      the poor, the insuranced, and the uninsured.

        3      The one common thread that exists between each

        4      individual that is cared for at MCP is that

        5      each and every person has received and will

        6      continue to receive the highest quality of

        7      care without regard to what their net worth

        8      is.  The right to be cared for when you are

        9      sick, the right to be comforted when you are

       10      dying, the right to be healed.  These are

       11      basic human rights; rights that Tenet has now

       12      told us are not making them enough money, so

       13      as a result, they want to close our hospital.

       14      Close, not sell.  No alternative measures, no

       15      other solutions were offered, just close.

       16      This is a blatant disregard for human life.

       17               Do they not understand?  Human life

       18      does not get measured with words like profit

       19      margins and revenue.  Tenet has slowly

       20      butchered MCP over the past five years,

       21      removing one service after another;

       22      cardiology, orthopedics, geriatrics,

       23      dentistry, psychiatry, letting our hospital

       24      slowly bleed to death.  The needs of this

       25      community have never correlated with the wants
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        2      of Tenet.

        3               (Applause.)

        4               MS. HOLZWORTH:  The population that

        5      MCP serves was here five years ago when Tenet

        6      bought it.  They knew the area, the mix of

        7      insured versus uninsured, rich versus poor.

        8      Yet they bought MCP anyway, giving this

        9      community hope in what appeared to be a

       10      hopeless situation.  "Let the healing begin,"

       11      remember that slogan?  A promise made to a

       12      community that its hospital will be for it to

       13      serve as a place to be cured, to be healed.

       14      It stings for me to hear those words now, for

       15      they represent a promise broken.

       16               Do they not understand?  Nurses and

       17      doctors, we are employable anywhere.  However,

       18      we choose to stay the course and fight this

       19      corporate giant.  But what about the other

       20      employees, those that work in housekeeping or

       21      maintenance, those that have worked at MCP for

       22      20 or 30 years and are near retirement?  What

       23      is to become of them?

       24               (Applause.)

       25               MS. HOLZWORTH:  Many of us have
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        2      given our whole careers to MCP, whether it's

        3      been one year or 30 years.  This loyalty means

        4      nothing to Tenet.  We have stayed at MCP

        5      through the good times and the bad because of

        6      our love and dedication to our professions and

        7      to our community.  This our hospital.  This is

        8      our neighborhood.  We live here.  We work

        9      here.

       10               (Applause.)

       11               MS. HOLZWORTH:  Decisions about our

       12      very livelihood are made from across the

       13      country 3,000 miles away, far from the

       14      Abbottsford Housing Projects, far from North

       15      Philly, in order words, far from the people

       16      that will die as a result of MCP being closed.

       17      They do not look into their faces; but we, the

       18      approximately 1,000 employees, do.

       19               How do they not understand?  With

       20      all their money, with all their consultants

       21      and accountants, tell me, how do they not

       22      understand?  Do they not see that closing our

       23      Level 1 trauma center will allow people to die

       24      because the length of time to get them to the

       25      nearest Level 1 trauma center will now be
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        2      longer?  Do they not see that now the people

        3      of this community, sick people, will now have

        4      to take multiple buses or find some other type

        5      of transportation to get to another facility

        6      for their dialysis or their chemotherapy or

        7      their blood work?  Can't one of their

        8      highly-paid executives explain to them that

        9      statistics show that more people will be

       10      noncompliant with their healthcare if their

       11      access to healthcare is made more challenging?

       12      The result, people will die.  Do they really

       13      not understand, or is it that they just don't

       14      care?

       15               We stand before you, our political

       16      leaders, as your community, as your people to

       17      ask you for your help as we fight what should

       18      be basic human rights, the right to be cared

       19      for, the right to be cured, the right to be

       20      healed regardless if you are rich or poor,

       21      insured or uninsured.  Please do not let them

       22      take MCP from us.

       23               Thank you.

       24               (Applause.)

       25               COUNCILMAN GOODE:  Thank you, Ms.
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        2      Holzworth.

        3               I want to thank this entire panel

        4      for their testimony.  We're not going to

        5      entertain any questions of the panel at this

        6      time.  If you can stay around, we ask that you

        7      do so.  But at the request of the primary

        8      sponsor of the resolution and because Senator

        9      Hughes is itching in his seat, we are now

       10      going to call the next panel which will be

       11      Tenet Healthcare and representatives from

       12      Drexel University College of Medicine.

       13               COUNCILMAN NUTTER:  Could the

       14      gentlemen identify themselves for the record,

       15      please?

       16               MR. SCHAENGOLD:  My name is Phil

       17      Schaengold, I'm the Vice President of

       18      Operations for Tenet Pennsylvania.

       19               DR. KLASKO:  I am Dr. Stephen

       20      Klasko, I'm the Dean of Drexel University

       21      College of Medicine and a practicing ob/gyn at

       22      MCP Hospital.

       23               COUNCILMAN NUTTER:  Mr. Chairman, I

       24      have a couple of items which I would like to

       25      put in the record.  You and I have discussed
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        2      this, and with your approval I'd like to

        3      proceed.

        4               Mr. Chairman, this hearing today

        5      comes as a result of Resolution No. 040046,

        6      the title of which was read into the record,

        7      but at this point I wish to make note of a

        8      particular section of the title.

        9               This section of the title deals with

       10      "The Committee is authorized in furtherance of

       11      its investigation to issue subpoenas as may be

       12      necessary to compel the attendance of

       13      witnesses and a production of documents to the

       14      full extent authorized under Section 2-401 of

       15      the Philadelphia Home Rule Charter."

       16               With that in mind, again, Mr.

       17      Chairman, Section 2-400 -- and that resolution

       18      was passed unanimously by this Council on

       19      January 22, 2004.

       20               Section 2-400 of the Home Rule

       21      Charter is entitled, "Inquiries and

       22      Investigations.  The Council shall have power

       23      by resolution to authorize inquiries and

       24      investigations to be conducted by the entire

       25      body or by any of its committees in aid of its
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        2      legislative powers and functions."

        3               Section 2-401 is "The Power to

        4      Obtain Attendance of Witnesses and a

        5      Production of Documents.  The Council shall

        6      have the power to compel the attendance of

        7      witnesses and the production of documents and

        8      other evidence at any meeting of the body or

        9      of any of its committees under the procedure

       10      set forth in Article 16, Section 8 of the Act

       11      of June 25, 1919, Public Law 581."

       12               Lastly, Section 2-402, Oaths of

       13      Witnesses.  The presiding officer of the

       14      Council or of any of its committees shall have

       15      the power to administer oaths to the

       16      witnesses."

       17               With that in mind, I'd like to ask

       18      the witnesses to stand so they can be sworn.

       19               Please raise your right hand.

       20               Do you swear or affirm that the

       21      testimony that you are about to give is the

       22      truth, the whole truth and nothing but the

       23      truth, so help you God?

       24               MR. SCHAENGOLD:  Yes.

       25               DR. KLASKO:  Yes.
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        2               COUNCILMAN NUTTER:  Thank you.

        3               Mr. Chairman, let me read into the

        4      record Title 18 of the Pennsylvania

        5      Consolidated Statutes, Section 4903.  It's

        6      entitled, "False Swearing."  Section A, "False

        7      Swearing in Official Matters.  A person who

        8      makes a false statement under oath or

        9      equivalent affirmation or swears or affirms

       10      the truth of such a statement previously made

       11      when he does not believe the statement to be

       12      true is guilty of a misdemeanor of the second

       13      degree if, one, the falsification occurs in an

       14      official proceeding; or two, the falsification

       15      is intended to mislead a public servant in

       16      performing his official function.  Violations

       17      of this nature are misdemeanor of the second

       18      degree, is punishable by two years

       19      imprisonment or by a fine of up to $5,000."

       20               Mr. Chairman, I have a couple

       21      questions I'd like to place into the record,

       22      seek answers to those questions, and with your

       23      approval, I'd like to proceed.

       24               COUNCILMAN GOODE:  Please proceed.

       25               COUNCILMAN NUTTER:  Thank you, Mr.
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        2      Chairman.

        3               Mr. Schaengold, please identify all

        4      individuals who were and/or may have been

        5      involved in any way with the drafting,

        6      negotiation, or interpretation of the asset

        7      purchase agreement, specifically identifying

        8      the terms of their involvement and respective

        9      roles therein.

       10               MR. SCHAENGOLD:  I do not know all

       11      the individuals that were involved in that

       12      drafting of that document.  I was not part of

       13      Tenet at the time.

       14               COUNCILMAN NUTTER:  Is there an

       15      individual at your team who would have that

       16      information?

       17               You know what document I'm talking

       18      about; is that correct?

       19               MR. SCHAENGOLD:  The assets purchase

       20      agreement to buy the assets from the Orphans

       21      Court is what you're referring to.

       22               COUNCILMAN NUTTER:  In 1998, yes.

       23               MR. SCHAENGOLD:  Right.  I don't

       24      believe there is anyone here that was involved

       25      in that.  We'll be perfectly happy to provide
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        2      that information to you at a later date.

        3               COUNCILMAN NUTTER:  I'm sorry?

        4               MR. SCHAENGOLD:  We'll be happy to

        5      provide that information to you.

        6               COUNCILMAN NUTTER:  Your counsel is

        7      not aware and cannot answer such a question?

        8               MR. SCHAENGOLD:  Of all the

        9      individuals that were involved?

       10               COUNCILMAN NUTTER:  Yes.

       11               MR. SCHAENGOLD:  I'm not sure that

       12      she could.  None of those individuals are here

       13      today.

       14               COUNCILMAN NUTTER:  Have you read

       15      the asset purchase agreement?

       16               MR. SCHAENGOLD:  I have read

       17      portions of it.

       18               COUNCILMAN NUTTER:  You have not

       19      read the entire agreement?

       20               MR. SCHAENGOLD:  No, I have not.

       21               COUNCILMAN NUTTER:  So you're not

       22      familiar with all of its terms and conditions?

       23               MR. SCHAENGOLD:  No.  The individual

       24      sitting next to me is Barbara Zurzolo who is

       25      our legal counsel.
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        2               COUNCILMAN NUTTER:  That's fine.

        3      When I have a question for her, I'll ask.

        4               Can you identify all the individuals

        5      who were and/or are involved in any way with

        6      the formation, empowerment, and/or operations

        7      of the MCP Governing Board?

        8               MR. SCHAENGOLD:  Please clarify the

        9      question.

       10               COUNCILMAN NUTTER:  Can you identify

       11      any individuals who were or are involved in

       12      any way with the formation, empowerment,

       13      and/or operations of the MCP Governing Board?

       14               MR. SCHAENGOLD:  The Governing Board

       15      is appointed by Tenet, and I don't know all

       16      the members on that Board.

       17               COUNCILMAN NUTTER:  Who are some of

       18      the members?

       19               MR. SCHAENGOLD:  On the Board?

       20               COUNCILMAN NUTTER:  Yes.

       21               MR. SCHAENGOLD:  Frank Congdon,

       22      Richard Freedman, we've got some physicians

       23      that are on there.  I'm not familiar with all

       24      the members of the Board.

       25               COUNCILMAN NUTTER:  So you don't
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        2      know who's on the MCP Governing Board?

        3               MR. SCHAENGOLD:  Not all of them,

        4      no.

        5               COUNCILMAN NUTTER:  How many times

        6      have you been to MCP?

        7               MR. SCHAENGOLD:  Probably a half

        8      dozen since I've been here.

        9               COUNCILMAN NUTTER:  How long have

       10      you been here?

       11               MR. SCHAENGOLD:  Since May of 2003.

       12               COUNCILMAN NUTTER:  But you're not

       13      familiar with all the members of the MCP

       14      Governing Board?

       15               MR. SCHAENGOLD:  That is correct.

       16               COUNCILMAN NUTTER:  Do you know any

       17      of the individuals who are involved in the

       18      formation of the services rider agreement

       19      that's a part of the asset purchase agreement?

       20               MR. SCHAENGOLD:  I'm aware of some

       21      of the attorneys that were involved in that,

       22      but I was not part of the Tenet Corporation at

       23      the time.

       24               COUNCILMAN NUTTER:  Is it within

       25      Tenet's -- the sole province of Tenet
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        2      Healthcare, Tenet Health System, and/or Tenet

        3      MCP to make the decision to close MCP?

        4               MR. SCHAENGOLD:  Yes.

        5               COUNCILMAN NUTTER:  What's the basis

        6      for your answer?

        7               MR. SCHAENGOLD:  I'm sorry?

        8               COUNCILMAN NUTTER:  What is the

        9      basis of your answer?

       10               MR. SCHAENGOLD:  We are the owner of

       11      MCP.

       12               COUNCILMAN NUTTER:  And are there

       13      any specific documents that pertain to that

       14      authority?

       15               MR. SCHAENGOLD:  I'm sure there are.

       16               COUNCILMAN NUTTER:  What are they?

       17               MR. SCHAENGOLD:  Well, I would say

       18      that the asset purchase agreement and as

       19      owners of the facility.

       20               COUNCILMAN NUTTER:  Let's talk about

       21      the proposed closure.

       22               What date was the decision made to

       23      close MCP?

       24               MR. SCHAENGOLD:  The decision was

       25      made on December 12th, I believe.
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        2               COUNCILMAN NUTTER:  Who participated

        3      in the decision?

        4               MR. SCHAENGOLD:  A number of

        5      executives.

        6               I wonder, sir, would it possible for

        7      me to make a statement and then answer a

        8      series of questions?  Because I think I can

        9      clarify many of the comments that have been

       10      made about Tenet in the process and then I'd

       11      be happy to answer any questions.  I would

       12      really appreciate an opportunity to speak to

       13      the Council.

       14               COUNCILMAN NUTTER:  You have an

       15      opportunity to speak to the Council right now.

       16      You're answering my questions.

       17               Who are the individuals involved in

       18      the decisions to close MCP?

       19               THE WITNESS:  Myself and other

       20      executives.

       21               COUNCILMAN NUTTER:  What are their

       22      names?

       23               MR. SCHAENGOLD:  Trevor Fetter, the

       24      CEO of the company; Steve Farber, the CFO of

       25      the company; Reynold Jennings, President of
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        2      Eastern Division, and I'm sure there were

        3      other individuals involved.

        4               COUNCILMAN NUTTER:  And this

        5      decision was made on December 12th?

        6               THE WITNESS:  I believe that's the

        7      date.

        8               COUNCILMAN NUTTER:  How many

        9      meetings were held prior to December 12th to

       10      consider the proposed closure of MCP?

       11               MR. SCHAENGOLD:  We presented a

       12      budget relating to MCP and the business plan

       13      proposal two days before that, and there were

       14      other discussions that went on, on and off for

       15      several weeks.

       16               COUNCILMAN NUTTER:  Several?

       17               MR. SCHAENGOLD:  Weeks.

       18               COUNCILMAN NUTTER:  When did you

       19      present the business plan?

       20               MR. SCHAENGOLD:  On December 10th.

       21               COUNCILMAN NUTTER:  Where do the

       22      several weeks come into play?

       23               MR. SCHAENGOLD:  Well, we've been

       24      talking about the performance of MCP for

       25      several weeks.  And in fact, we have spoken
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        2      about the performance of MCP with their Board

        3      on a number of occasions.

        4               COUNCILMAN NUTTER:  When was the

        5      first discussion of a proposed closure of MCP?

        6               MR. SCHAENGOLD:  I don't know the

        7      exact date.

        8               COUNCILMAN NUTTER:  Was it close to

        9      December 12th, was it a month before, was it

       10      two months before?  What's your recollection

       11      of the first time that someone said, "We

       12      should close MCP"?

       13               MR. SCHAENGOLD:  It probably would

       14      have happened in November-December time frame.

       15      I don't have a recollection of an exact date.

       16               COUNCILMAN NUTTER:  How many

       17      hospitals have you closed?

       18               MR. SCHAENGOLD:  I personally?

       19               COUNCILMAN NUTTER:  I'm asking you

       20      the question.

       21               MR. SCHAENGOLD:  Well, I'm asking

       22      for clarification.

       23               COUNCILMAN NUTTER:  How many

       24      hospitals have you personally closed?

       25               MR. SCHAENGOLD:  One.
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        2               COUNCILMAN NUTTER:  Does that

        3      include MCP or prior to MCP?

        4               MR. SCHAENGOLD:  No, we have not

        5      closed MCP yet.

        6               COUNCILMAN NUTTER:  How many

        7      hospitals have you proposed to close

        8      personally?

        9               MR. SCHAENGOLD:  Two.

       10               COUNCILMAN NUTTER:  What are they?

       11               MR. SCHAENGOLD:  Parkview and MCP.

       12      Elkins Park was a sale.

       13               COUNCILMAN NUTTER:  And so since you

       14      have not closed or proposed to close a

       15      significant number of hospitals, is it

       16      unreasonable to think that you would actually

       17      recall the numbers, specific details to such a

       18      significant act?

       19               This is not something you do on a

       20      regular basis, right?

       21               MR. SCHAENGOLD:  I think I've

       22      responded to the best of my recollection, sir.

       23               COUNCILMAN NUTTER:  So you think

       24      sometime in November-December someone

       25      suggested that maybe MCP should close; that's
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        2      your testimony?

        3               MR. SCHAENGOLD:  That was one of the

        4      alternatives considered.

        5               COUNCILMAN NUTTER:  And who proposed

        6      that?

        7               MR. SCHAENGOLD:  I can't

        8      specifically recollect who specifically

        9      proposed that.

       10               COUNCILMAN NUTTER:  Did you propose

       11      it?

       12               MR. SCHAENGOLD:  Did I propose it?

       13      I recommended that in view of MCP's financial

       14      condition that that was probably the most

       15      likely outcome.

       16               COUNCILMAN NUTTER:  When did you

       17      propose that?

       18               MR. SCHAENGOLD:  I do not recall.

       19               COUNCILMAN NUTTER:  Who did you

       20      propose it to?

       21               MR. SCHAENGOLD:  To my senior

       22      management.

       23               COUNCILMAN NUTTER:  That would be

       24      Mr. Fetter and Mr. Jennings?

       25               MR. SCHAENGOLD:  Correct.
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        2               COUNCILMAN NUTTER:  So what happened

        3      at the December 12th meeting?

        4               MR. SCHAENGOLD:  After we presented

        5      our business plan and budget --

        6               COUNCILMAN NUTTER:  On the 10th.

        7               MR. SCHAENGOLD:  On the 10th, our

        8      discussions must have taken place in Dallas by

        9      the senior executives, and I was advised on

       10      December 12th that the decision has been made

       11      to proceed with closure of MCP.

       12               COUNCILMAN NUTTER:  How many hours

       13      were these discussions?  How long did it take

       14      to decide to close a 153-year hospital?

       15               MR. SCHAENGOLD:  I don't know.  I

       16      was not present.

       17               COUNCILMAN NUTTER:  But somewhere --

       18      now you're saying somewhere contained within a

       19      48-hour window the decision was made; is that

       20      your testimony?

       21               MR. SCHAENGOLD:  Yes.

       22               COUNCILMAN NUTTER:  And are you the

       23      only person from Philadelphia who participated

       24      in these discussions?

       25               MR. SCHAENGOLD:  In the presentation
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        2      of the budget, no.  My vice president of

        3      finance presented the budget.  Richard

        4      Freedman was present to present the budget for

        5      MCP and there were other Tenet executives

        6      there to hear the presentations.

        7               COUNCILMAN NUTTER:  And so who

        8      actually gets to make the call?  Whose call is

        9      this?

       10               MR. SCHAENGOLD:  I believe it would

       11      be the senior most managers of the company,

       12      Mr. Trevor, Mr. Farber, Mr. Jennings.

       13               COUNCILMAN NUTTER:  And who called

       14      you and told you that that was the

       15      recommendation?

       16               MR. SCHAENGOLD:  Mr. Jennings.

       17               COUNCILMAN NUTTER:  Now, has Mr.

       18      Jennings been to MCP?

       19               MR. SCHAENGOLD:  I believe he has.

       20               COUNCILMAN NUTTER:  How many

       21      occasions?

       22               MR. SCHAENGOLD:  I don't know.

       23               COUNCILMAN NUTTER:  Did he ever meet

       24      with the Governing Board?

       25               MR. SCHAENGOLD:  I do not believe
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        2      that he had met with the Governing Board.

        3               COUNCILMAN NUTTER:  What's the role

        4      of the Governing Board?

        5               MR. SCHAENGOLD:  The role of the

        6      Governing Board is to monitor the quality of

        7      care provided at the hospital.

        8               COUNCILMAN NUTTER:  Was the

        9      Governing Board consulted about this decision?

       10               MR. SCHAENGOLD:  No.  They were

       11      advised of that the morning of the

       12      announcement.

       13               COUNCILMAN NUTTER:  So some of them

       14      may have read about it in the newspaper as

       15      well.

       16               MR. SCHAENGOLD:  That is correct.

       17               COUNCILMAN NUTTER:  What's the

       18      status of the five other hospitals?

       19               MR. SCHAENGOLD:  Well, yesterday we

       20      made a national announcement of a

       21      reorganization of our company, and we are

       22      divesting ourselves of 27 hospitals.  We, at

       23      the same time, announced that we remain

       24      committed to Philadelphia, and the five

       25      remaining hospitals in Philadelphia will be
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        2      part of the strategic core that is kept by the

        3      company.

        4               COUNCILMAN NUTTER:  And based on

        5      that announcement, is your testimony that none

        6      of the remaining five hospitals will close?

        7               MR. SCHAENGOLD:  As far as I know,

        8      and based on information that I have, there is

        9      no reason to consider their closure.

       10               COUNCILMAN NUTTER:  A year or so ago

       11      you probably could have made the same

       12      statement about MCP; is that correct?

       13               MR. SCHAENGOLD:  That is correct.

       14      In fact, as of August of last year I thought

       15      we had an opportunity to be able to save MCP.

       16               COUNCILMAN NUTTER:  Based on what?

       17               MR. SCHAENGOLD:  Well, I had hoped

       18      that their financial could be reversed, and I

       19      was proven wrong.

       20               COUNCILMAN NUTTER:  Didn't you, in

       21      fact, hire a consultant to look at this

       22      situation?

       23               MR. SCHAENGOLD:  That is correct.

       24               COUNCILMAN NUTTER:  What's the name

       25      of the consultant?
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        2               MR. SCHAENGOLD:  TRG.

        3               COUNCILMAN NUTTER:  When did they

        4      start doing their consulting work and when did

        5      they conclude?

        6               MR. SCHAENGOLD:  They began about

        7      September, and they concluded their work

        8      around Thanksgiving period.

        9               COUNCILMAN NUTTER:  What was their

       10      conclusion?

       11               MR. SCHAENGOLD:  Their conclusion

       12      was that if you assume that there could be

       13      major changes in how the clinical practice at

       14      MCP is conducted, if you would assume that

       15      major changes in operations could be

       16      accomplished, if you assumed that we could

       17      reduce the length of stay and the resources

       18      applied to each stay could be accomplished,

       19      there was a chance that within a 24-month

       20      period MCP could reach a break-even point.

       21      However, during that same period of time, it

       22      would still experience about a $25 million

       23      cash flow loss.

       24               COUNCILMAN NUTTER:  During the

       25      two-year period?
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        2               MR. SCHAENGOLD:  Correct.

        3               COUNCILMAN NUTTER:  What happened to

        4      the report?  What did you do with it?

        5               MR. SCHAENGOLD:  The report was

        6      accepted by me and considered as part of the

        7      decision process.

        8               COUNCILMAN NUTTER:  So you never

        9      took advantage of any of the advice or

       10      opportunity from the consulting report or

       11      sought to implement any of the

       12      recommendations; is that correct?

       13               MR. SCHAENGOLD:  That is correct.

       14      We concluded that regardless of the changes

       15      that we would make, that would not

       16      substantially change the financial losses at

       17      MCP.

       18               COUNCILMAN NUTTER:  But you decided

       19      not to give it a chance?

       20               MR. SCHAENGOLD:  We made a decision

       21      based on the facts available to us that we

       22      could not sustain the continuing losses at MCP

       23      and take the chance of jeopardizing the

       24      well-being of the remaining five hospitals in

       25      this market.
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        2               COUNCILMAN NUTTER:  Could you

        3      provide to the Chair a copy of the consultant

        4      report?

        5               MR. SCHAENGOLD:  We have provided a

        6      copy of that to the City, but we'd be happy to

        7      provide you a copy also.

        8               COUNCILMAN NUTTER:  When did you

        9      provide a copy to the City?

       10               MR. SCHAENGOLD:  The City is

       11      conducting an audit, and that is part of the

       12      documents that they requested.

       13               COUNCILMAN NUTTER:  I understand

       14      that.  The question was, when did you provide

       15      it to the City?

       16               MR. SCHAENGOLD:  I don't have the

       17      exact date but, it was within the last couple

       18      weeks.

       19               COUNCILMAN NUTTER:  Please identify

       20      yourself for the record.

       21               MS. ZURZOLO:  I'm Barbara Zurzolo,

       22      I'm Senior Counsel for Tenet.

       23               We are working with the City on an

       24      audit under the settlement agreement.  And as

       25      part of that audit, the City has requested
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        2      that document.  They've come over and reviewed

        3      it on site, and we have made copies for them.

        4      And when they return, we'll give them a copy

        5      of it.  But they have had an opportunity to go

        6      through it at Tenet.

        7               COUNCILMAN NUTTER:  I thought you

        8      said you gave them a copy.

        9               MS. ZURZOLO:  Mr. Schaengold knows

       10      that we're in the course of the audit.  It's

       11      an ongoing thing.  It's very document

       12      intensive.  And as they come over and go

       13      through documents, they're tagging them.  We

       14      give them their copies when they return.

       15               COUNCILMAN NUTTER:  I don't

       16      understand that.  What do you mean you give

       17      them their copies when they return?  From

       18      where?

       19               MS. ZURZOLO:  They'll be back.

       20      They'll be back next week, and they have

       21      identified those areas of various documents

       22      that they wanted copies of when they were here

       23      the last time.

       24               COUNCILMAN NUTTER:  I understand

       25      that.  How big is this consultant report?
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        2               MS. ZURZOLO:  It's large.  It's a

        3      three-ring binder.

        4               COUNCILMAN NUTTER:  Fifty pages, a

        5      hundred pages, a hundred fifty pages?

        6               MR. SCHAENGOLD:  Probably about a

        7      hundred pages.  We'd be happy to provide a

        8      copy to the Chair and Vice Chair.

        9               COUNCILMAN NUTTER:  Can you have one

       10      brought over this afternoon?

       11               MS. ZURZOLO:  Certainly.

       12               MR. SCHAENGOLD:  Be happy to.

       13               COUNCILMAN NUTTER:  Thank you.

       14               Mr. Chairman, I recognize that a

       15      number of members or State Legislator guests

       16      may have questions.  As you can imagine, I

       17      have just a couple more.  But I'd certainly

       18      relinquish so that others could participate.

       19      I do have a number of questions around the

       20      proposed closure issue, but I will yield.

       21               COUNCILMAN GOODE:  Thank you,

       22      Councilman.

       23               The Chair recognizes Councilwoman

       24      Tasco.

       25               COUNCILWOMAN TASCO:  Thank you.
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        2               When you received the consultant

        3      report, you said you made the decision to

        4      close the hospital.  Did you take the report

        5      to the Governing Board?  Did they look at the

        6      report?

        7               MR. SCHAENGOLD:  No, they did not.

        8               COUNCILWOMAN TASCO:  Well, if they

        9      have the responsibility for the financial

       10      health of the hospital, why did not the

       11      Governing Board see the consultant report?

       12      And is it the Governing Board's responsibility

       13      to also participate in those decisions?

       14               MR. SCHAENGOLD:  The Governing Board

       15      has the responsibility to monitor the quality

       16      of care provided to the hospital.  They do not

       17      have the responsibility for the financial

       18      operations of the institution.

       19               COUNCILWOMAN TASCO:  Well, it seems

       20      to me that they go hand in hand.  You've got

       21      to have the ability to provide the services,

       22      you have to have the financial ability to do

       23      that.  It seems to me that they would have

       24      some fiduciary responsibility for the hospital

       25      as a Governing Board.  Do they not?
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        2               MR. SCHAENGOLD:  Under our

        3      structure, the Boards of the hospitals are

        4      advisory in nature.  They are responsible for

        5      monitoring the quality of care.  They are not

        6      responsible for the financial aspects.

        7               COUNCILWOMAN TASCO:  So you don't

        8      take any financial issues to the Governing

        9      Board at all?

       10               MR. SCHAENGOLD:  We report to them

       11      the financials, but that is not one of their

       12      fiduciary responsibilities.

       13               COUNCILWOMAN TASCO:  Well, if they

       14      don't have the responsibility for the

       15      financial health of their hospital, why do you

       16      report it to them?

       17               MR. SCHAENGOLD:  They are

       18      responsible for monitoring the quality of care

       19      provided.

       20               COUNCILWOMAN TASCO:  Do you disagree

       21      that they shouldn't have financial information

       22      so they would know what kind of services

       23      you're providing to their patients?

       24               MR. SCHAENGOLD:  Yes, they do get

       25      the financial information.  The report was not
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        2      given to them for implementation.

        3               COUNCILWOMAN TASCO:  Don't you think

        4      it was important for them to know that if you

        5      were going to close the hospital that having

        6      that report and knowing that there were other

        7      alternatives to your closing the hospital,

        8      that should have been their decision as their

        9      role in providing the health of the hospital?

       10               MR. SCHAENGOLD:  Well, the decision

       11      as to whether the hospital should remain open

       12      or closed is a Tenet responsibility.  In the

       13      process of evaluating our alternatives, we had

       14      concluded that the likelihood of MCP remaining

       15      open was very low and that there would not be

       16      any other alternatives to keep it open in view

       17      of the losses that were mounted in that

       18      facility.

       19               COUNCILWOMAN TASCO:  Thank you very

       20      much, Mr. Chairman.

       21               COUNCILMAN GOODE:  Thank you,

       22      Councilwoman.

       23               The Chair recognizes Representative

       24      Manderino.

       25               REPRESENTATIVE MANDERINO:  Thank
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        2      you, Mr. Chairman.  Thank you for being here.

        3               Mr. Schaengold, it is my

        4      understanding that the Pennsylvania State

        5      Department of Health has delivered and Tenet

        6      has received a letter with regard to the

        7      State's position or perception of where you

        8      stand with regard to the 90-day notification

        9      for hospital closures in Pennsylvania.  Are

       10      you aware of that letter?

       11               MR. SCHAENGOLD:  Yes.

       12               REPRESENTATIVE MANDERINO:  Could you

       13      describe to us your understanding of what that

       14      letter says?

       15               MR. SCHAENGOLD:  Well, we obviously

       16      have a difference of opinion.  The Department

       17      of Health has written to us that they believe

       18      that since we are under an order not to close

       19      MCP that the 90-day notification period will

       20      not start until the order is lifted.  But in

       21      fact, there is no order prohibiting the

       22      closure of MCP.  There is an agreement between

       23      the petitioner and Tenet that we won't do

       24      anything to accelerate the closure activity

       25      prior to March 31.
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        2               REPRESENTATIVE MANDERINO:  Let me

        3      ask a few follow-up questions from that.

        4      First of all, it is my understanding, and tell

        5      me if you agree with me, that the State law

        6      requires 90-day advanced notification before a

        7      hospital closure.  Are we on the same page

        8      with regard to that?

        9               MR. SCHAENGOLD:  Yes, and we in fact

       10      provided that notice.

       11               REPRESENTATIVE MANDERINO:  Okay.  It

       12      is my understanding that that notice comes

       13      with an obligation to file a hospital closure

       14      plan; is that correct?

       15               MR. SCHAENGOLD:  That is correct.

       16               REPRESENTATIVE MANDERINO:  And have

       17      you filed that hospital closure plan?

       18               MR. SCHAENGOLD:  We did not file a

       19      closure plan because we were concerned that

       20      that would be construed as accelerating the

       21      closure process and we would then be in

       22      contempt of the agreement.  We are now

       23      discussing this matter with legal counsel, and

       24      we are perfectly prepared to work with the

       25      Department of Health, but we were basically
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        2      caught in a no-win position.  We were trying

        3      to respond to --

        4               REPRESENTATIVE MANDERINO:  You

        5      certainly are.  Let me get this straight.

        6               (Applause.)

        7               REPRESENTATIVE MANDERINO:  On the

        8      one hand, you don't believe that there is any

        9      stay of action or anything that the court case

       10      currently going on and that the judge has

       11      ordered did anything to stop the 90-day clock

       12      from starting to tick, but at the same time

       13      you legally were concerned that you couldn't

       14      file a closure plan because the judge may

       15      think that in contempt.

       16               Now, to me, there's an incongruity

       17      there.  To me, it means that you certainly

       18      have concerns about the legal ramifications.

       19      And let's not have a legal argument, because

       20      that's what the lawyers will have in court.

       21      But do you not agree by what you just said

       22      that the 90-day clock doesn't start to run

       23      until you file, under the State law, the

       24      closure plan?

       25               MR. SCHAENGOLD:  Our legal counsel
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        2      will be filing a formal response to the

        3      Department of Health tomorrow on that issue.

        4               REPRESENTATIVE MANDERINO:  For the

        5      record -- and it looks like Councilman Nutter

        6      wants me to --

        7               COUNCILMAN NUTTER:  Just a point of

        8      information, Representative.  Please continue.

        9               REPRESENTATIVE MANDERINO:  Go ahead.

       10               COUNCILMAN NUTTER:  Representative,

       11      I think there's a clear difference of opinion,

       12      but this is the order from Judge Carrafiello.

       13      "And now this 8th day of January 2004, it is

       14      hereby stipulated by the parties and ordered"

       15      -- in bold type -- "that, one, defendant has

       16      agreed until further order of this Court not

       17      to take any action to implement closure of the

       18      hospital of the Medical College of

       19      Pennsylvania subject to the following

       20      paragraphs of this order."  And then it's four

       21      or five paragraphs that detail all of the

       22      things that the defendant in this matter

       23      cannot do; can't take equipment, can't stop

       24      providing service, can't do a whole host of

       25      things.  There is no ability under this court
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        2      order if you read the plain English for the

        3      hospital to close until the judge takes

        4      further action.  And that matter, at least

        5      according to this order, won't be taken up

        6      until February 19, 2004, at 10 o'clock a.m.  I

        7      don't think there's any dispute about that.

        8               REPRESENTATIVE MANDERINO:  Thank

        9      you, Councilman Nutter.  I think that you have

       10      helped to further make my point, but I do want

       11      to, again, make sure that I understood the

       12      answer submitted for the record, which was the

       13      reason a hospital closure plan wasn't

       14      submitted to the State was because you were

       15      concerned that if you did so you would violate

       16      what Councilman Nutter just read.  Did I

       17      understand you to testify as such?

       18               MR. SCHAENGOLD:  That is correct.

       19               REPRESENTATIVE MANDERINO:  Okay.

       20      For the record, I will just state for the

       21      record what I believe is now the time frame

       22      and what I think the Department of Health

       23      believes is now the time frame, and I think

       24      that is that until at the earliest February

       25      11th, if at such time on February 11th that
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        2      the Court takes any kind of action -- and if

        3      they don't, then that time frame of February

        4      11th doesn't even stand -- but once the Judge

        5      lifts any stay, that then would allow for a

        6      closure plan to be filed with the State, then

        7      the 90-day clock starts to run.  So the way I

        8      do math, March 31st does not seem to meet a

        9      time frame that is consistent with

       10      Pennsylvania State law.

       11               Does Tenet agree that March 31st is

       12      not consistent with State law or is that part

       13      of what you -- the March 31st closing is not

       14      consistent with complying with the State

       15      Hospital Notification Closure Act, or are you

       16      at this point still disagreeing with that

       17      conclusion of the Pennsylvania Department of

       18      Health?

       19               MR. SCHAENGOLD:  I'm going to have

       20      to defer to our legal counsel to respond to

       21      our position.

       22               REPRESENTATIVE MANDERINO:  Are we

       23      deferring now, or are we deferring --

       24               MR. SCHAENGOLD:  We're going to be

       25      filing our response tomorrow.
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        2               REPRESENTATIVE MANDERINO:  Filing a

        3      legal response tomorrow.

        4               My last question, and I didn't get a

        5      chance to ask it when the City representative

        6      was here, but I do believe as a Tenet

        7      representative you have equal knowledge.  And

        8      that is, there was discussion in the first

        9      panel about tax implications, tax reliefs, tax

       10      abatements.  But it's my understanding that

       11      there is as part of the asset purchase

       12      agreement that Councilman Nutter talked about

       13      there was already some sort of tax relief, tax

       14      abatement, tax deferrals that were given to

       15      Tenet as part of that 1998 agreement.  And I

       16      would like to hear you state for the record

       17      what those were so that I make sure I

       18      understand it.

       19               COUNCILMAN GOODE:  Representative, I

       20      believe there's also still a City

       21      representative here.  I ask them to approach

       22      the witness table to answer that question as

       23      well.

       24               You may proceed.

       25               MR. SCHAENGOLD:  In 1998, Tenet paid
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        2      the Orphans Court $345 million for the eight

        3      hospitals, and we pledged another $70 million

        4      to support the College of Medicine.  Because

        5      we committed to continue the educational

        6      mission of both Hahnemann University Hospital

        7      and MCP Hospital, the City agreed to continue

        8      a tax abatement for the two properties.  The

        9      tax abatement that was extended to Tenet was

       10      for Hahnemann and MCP real estate, and it

       11      totalled $4.8 million per year for a 10-year

       12      period.  Five years of this abatement has been

       13      realized, totaling approximate $24 million.

       14      So that is the only State and City tax support

       15      that Tenet has received as part of our

       16      multimillion dollar rescue of the eight

       17      properties.

       18               COUNCILMAN GOODE:  Thank you.

       19               Will the City representative please

       20      approach the witness table, identify yourself

       21      for the record and respond to the

       22      Representative's question.

       23               MS. ROGERS:  My name is Carol

       24      Rogers.  I'm standing in for Health

       25      Commissioner John Domzalski.  I don't have the
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        2      figures.  It's my understanding also that

        3      there were Gas Works bills that were forgiven

        4      as well, as well as other utility bills that

        5      were owed by some of these properties.

        6               COUNCILMAN GOODE:  Who would have

        7      direct access to that information at this

        8      moment?

        9               MS. ROGERS:  I could probably get it

       10      for you if I can make a phone call, which I'll

       11      be happy to do.

       12               COUNCILMAN GOODE:  Would you please

       13      do so?  Thank you.

       14               COUNCILWOMAN TASCO:  We'd like to

       15      know, Ms. Rogers --

       16               COUNCILMAN GOODE:  The Chair

       17      recognizes Councilwoman Tasco.

       18               COUNCILWOMAN TASCO:  We'd like know

       19      not only what were the abatements -- I mean

       20      the give-backs, and the actual amount.

       21      Because $24 million dollars is a lot of money.

       22      And I'd certainly like to know the amount not

       23      paid to the Gas Works, as Chair of Gas

       24      Commission because the people's rates are

       25      going up.  I want to know what a profit-making



                                                          146

        1             012904 - COMMERCE - RES. 040046

        2      company didn't pay when people in this City do

        3      have to pay.

        4               (Applause.)

        5               MR. SCHAENGOLD:  If I may clarify,

        6      those tax bills belonged to the preceding

        7      organization, the one that was bankrupt.  They

        8      were not bills that we generated.  There was

        9      an agreement for Tenet not to be responsible

       10      for bills that were accumulated by the

       11      bankrupt entity.

       12               COUNCILMAN GOODE:  That's still tax

       13      forgiveness.  You didn't assume their

       14      liabilities.

       15               MR. SCHAENGOLD:  No, we did not.

       16      That's the point.

       17               COUNCILMAN GOODE:  The Chair

       18      recognizes Representative Roebuck.

       19               REPRESENTATIVE ROEBUCK:  Thank you,

       20      Mr. Chairman.  I'm troubled by this

       21      discussion, in part because it seems to focus

       22      as if MCP stands by itself.  But my

       23      recollection is that in reality MCP is tied to

       24      Hahnemann.  Indeed, Drexel University which

       25      runs their College of Medicine captions
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        2      everything MCP-Hahnemann as if they're one

        3      entity.  And you're saying that you're

        4      abandoning MCP but you're going to keep

        5      Hahnemann going.  I find that hard to believe,

        6      I really do.

        7               (Applause.)

        8               REPRESENTATIVE ROEBUCK:  I find that

        9      hard to believe in light of what's going on

       10      with MCP at this point.

       11               I guess maybe the question is both

       12      to Tenet and to Drexel as to what is the real

       13      commitment here to keep Hahnemann going once

       14      you cut and run on MCP and you still own

       15      Hahnemann?

       16               (Applause.)

       17               MR. SCHAENGOLD:  As a company, we

       18      have looked at the assets that we purchased

       19      out of bankruptcy in this market, and I just

       20      want to remind everyone that five years ago,

       21      Tenet was the only party that came to the

       22      table and was willing to acquire the bankrupt

       23      assets with what still remains as the largest

       24      bankruptcy of US history for a not-for-profit

       25      entity.  We were the only ones who accepted
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        2      the burden of all eight properties.

        3      Unfortunately, some of these properties simply

        4      have not been able to survive.  They were on

        5      the verge of closing within days of our

        6      acquiring those properties.  We believe that

        7      with the closure of MCP, the remaining five

        8      hospitals are strengthened, are stable, and

        9      will continue to succeed in this market.  And

       10      that is why the company included those five

       11      hospitals in its core group of institutions

       12      when we announced the restructuring yesterday.

       13               REPRESENTATIVE ROEBUCK:  But again,

       14      if memory serves me correct, at least part of

       15      the viability goes on State tax dollars.

       16      Every year, as I remember, we vote in

       17      Harrisburg money to Drexel to keep

       18      Hahnemann-MCP going.  And we did that this

       19      year even after you announced you were closing

       20      MCP.  Now, I guess I'm troubled by -- I'm

       21      trying to understand where the money's going.

       22      I'm trying to understand what we're doing.

       23               I remember Drexel got $50 million in

       24      the course of this deal for putting this

       25      agreement together.  So where is the long-term
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        2      commitment for these dollars that taxpayers

        3      across the Commonwealth have given up?

        4               MR. SCHAENGOLD:  Well, the dollars

        5      were not given to Tenet.  I believe they

        6      funded the continuance of the School of

        7      Medicine, and I cannot speak to the specifics.

        8               REPRESENTATIVE ROEBUCK:  But every

        9      time I drive by that facility at Broad and

       10      Vine, which I just did coming here, it says

       11      Tenet on it.  That's the name on it, it says

       12      Tenet.

       13               MR. SCHAENGOLD:  That's correct.

       14      That's Hahnemann Hospital.  Right.

       15               COUNCILMAN NUTTER:  Mr. Schaengold,

       16      I know our State friends are used to this.

       17      They go sometimes even longer than ourselves,

       18      and we'll take the time that we need.  I do

       19      want to at least suggest to you that the

       20      continued defense or reference that we should

       21      continue to be just so totally thankful and

       22      possibly genuflect and bowed for Tenet coming

       23      five years ago, now, you were not here but I

       24      was.  Tenet actually was not the only entity

       25      that was interested --
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        2               (Applause.)

        3               COUNCILMAN NUTTER:  -- in purchasing

        4      the then bankrupt Allegheny Health System.

        5      There were others.  Actually, there was a deal

        6      put together before Tenet came to the table,

        7      and for whatever reason -- with a company by

        8      the name of Vanguard.  I met with them after

        9      they signed up, a couple weeks after they

       10      announced their deal.  For whatever reason,

       11      the deal fell apart.  That's one.

       12               Second, when Tenet came on the

       13      scene, who virtually no one in Philadelphia

       14      knew, they were in fact welcomed, although

       15      there was an attempt in bankruptcy to cherry

       16      pick the eight hospitals because they didn't

       17      want all eight hospitals because they knew all

       18      eight hospitals were not necessarily viable.

       19      The deal from the judge in Bankruptcy Court

       20      was, it's an all-or-none transaction.

       21               Tenet made a business decision, not

       22      a benevolent decision, not a holy decision,

       23      not a oh-we'll-just-come-and-help-you-out

       24      decision, they made a business decision to

       25      come to this market where there is no
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        2      for-profit entity operating and thought they

        3      could make a go of it because things were

        4      riding high and profits were up and the

        5      company was doing well and it was off to the

        6      races.

        7               So I want to caution you that many

        8      of us do have a sense of appreciation from

        9      five years ago.  We didn't want to see eight

       10      hospital closed and thousands of people thrown

       11      out of work.  I want to caution you that it's

       12      worn thin, because we're now in a very serious

       13      situation about this hospital.  We didn't have

       14      all of these hearings about the other three,

       15      and we've gone through some of these same

       16      procedures.  And actually, if the company had

       17      done what it did with City Avenue, maybe you

       18      wouldn't be sitting here under these

       19      circumstances; but you didn't, because someone

       20      made a business decision to now close this

       21      hospital.  So I just want to caution you that

       22      we're grateful for things that happened in the

       23      past.  We're going to resent the continued

       24      reference to it because this situation has not

       25      been handled right.  You know that; I know
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        2      that.  Certain statements were made, certain

        3      commitments were made, certain representations

        4      were made.

        5               Has the company made money in

        6      Philadelphia?

        7               MR. SCHAENGOLD:  Yes.

        8               COUNCILMAN NUTTER:  That's why

        9      you're here, right?

       10               MR. SCHAENGOLD:  That's why Tenet

       11      acquired the assets hoping that --

       12               COUNCILMAN NUTTER:  Because you

       13      thought you could make money.

       14               MR. SCHAENGOLD:  That is correct.

       15               COUNCILMAN NUTTER:  Providing

       16      healthcare service.

       17               MR. SCHAENGOLD:  That is correct.

       18               COUNCILMAN NUTTER:  And when you

       19      can't make money, you close facilities; is

       20      that the model?

       21               THE WITNESS:  That is no different

       22      than our not-for-profit brethrens.  You have

       23      to make a profit in order to continue the

       24      operation of your hospitals.  This is not a

       25      tax exempt versus taxable issue.
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        2               COUNCILMAN NUTTER:  I understand

        3      that.  I'm not making that argument.  But

        4      there are a number of hospitals that operate

        5      with similar margins and serve similar

        6      patients who are not here with us today, who

        7      are not making many of the same claims, and so

        8      he did get some tax breaks and some tax

        9      relief.  And from your perspective, what were

       10      the company's revenues last year?

       11               MR. SCHAENGOLD:  Tenant's?

       12               COUNCILMAN NUTTER:  Yes.

       13               MR. SCHAENGOLD:  $13 billion.

       14                COUNCILMAN NUTTER:  So I understand

       15      why $24 million might not seem like a lot of

       16      money to you, but --

       17               MR. SCHAENGOLD:  I did not say that.

       18               COUNCILMAN NUTTER:  Your statement

       19      was, "it's only been $24 million over the last

       20      five years."  That's what you're stating.

       21               MR. SCHAENGOLD:  That's correct.

       22               COUNCILMAN NUTTER:  It's a lot of

       23      money to us.  It's a lot of forgiveness to us.

       24      It's a lot of pain here and anxiety, and we've

       25      yet to hear what you plan to do about it or
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        2      what your ideas are about the facility, about

        3      any one of the questions for all the people

        4      who have been accessing hospital.  A lot of

        5      people go to MCP; is that correct?

        6               MR. SCHAENGOLD:  Yes.

        7             COUNCILMAN NUTTER:  What are they

        8   supposed to do?  Where are they supposed to go?

        9               MR. SCHAENGOLD:  My intention this

       10      afternoon is to address many of those issues

       11      in my prepared statement.  I would like to

       12      address those issues, if I may.

       13               Let me first begin with comments

       14     made earlier about the way we communicated our

       15     announcement.

       16               COUNCILMAN GOODE:  My Vice Chair

       17      said it was fine with him, but before you

       18      proceed with your testimony, I would like to

       19      allow Councilman Rizzo and then Representative

       20      Bishop to ask you a few more questions.

       21               MR. SCHAENGOLD:  Certainly.

       22               COUNCILMAN RIZZO:  What assessment

       23     was made to decide not to try to sell MCP?

       24               MR. SCHAENGOLD:  I concluded and

       25      others concurred that the likelihood of
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        2      someone coming forward who would wish to

        3      operate a facility that was experiencing the

        4      kind of losses MCP was experiencing with its

        5      payer mix and its cost structure was literally

        6      nil, and it would have been a disservice to

        7      everyone to leave the impression that somehow

        8      that was a likely outcome.  We did not believe

        9      that there was anyone out there who is

       10      prepared to operate MCP as an acute care

       11      facility.

       12               COUNCILMAN RIZZO:  Would it be to

       13     Tenet's -- I'm trying to get the right words

       14     because this is a very pointed question.

       15               Would it be to your advantage,

       16      Tenet, not to have MCP sold and be a viable

       17      healthcare facility?

       18               MR. SCHAENGOLD:  We have stated from

       19     the moment this decision was made, and we've

       20     made that statement to the Governor and to

       21     others, that we are prepared to turn this

       22     facility over to any viable operator, whether

       23     they are for profit or not for profit, who

       24     wishes to operate this acute care facility,

       25     including turning it over to the State or the
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        2     City for one dollar per year and they can

        3     operate this as an acute care facility.  We do

        4     not wish for this facility not to be operated

        5     on if someone comes forward.  We don't believe

        6     that that's going to happen.  It hasn't

        7     happened since the announcement was made.

        8               COUNCILMAN RIZZO:  There's been no

        9     interest, no one's reached out and even had any

       10     conversation about this, about the potential of

       11     purchasing MCP?  There's been zero talk?

       12               MR. SCHAENGOLD:  The contacts that

       13      have been made to us have been related to the

       14      real estate only.  There has been no contact

       15      made to me from anyone who wished to operate

       16      it as an acute care facility.  In fact, I've

       17      not been contacted by anyone who wants to

       18      operate it as any type of a healthcare

       19      facility.

       20               COUNCILMAN RIZZO:  You've had people

       21     reach out.  What kind of a facility would

       22     people consider that become, other than acute?

       23               MR. SCHAENGOLD:  There's been

       24      comments made that maybe this could be turned

       25      into a long-term facility, an extended-care
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        2      facility, assisted living.  Those were things

        3      that people were bantering around as

        4      possibilities, but I have not been contacted

        5      by anyone who actually wanted to do those

        6      things.

        7               COUNCILMAN RIZZO:  Thank you.

        8               Thank you, Mr. Chairman.

        9               COUNCILMAN GOODE:  The Chair

       10     recognizes Representative Bishop, followed by

       11     Senator Hughes.

       12               REPRESENTATIVE BISHOP:  Thank you

       13      very much, Mr. Chairman.

       14               The previous questioner went just

       15      about where I wanted to go with you.  I was

       16      going to ask, with the thousands of people

       17      that you have serviced already over the past

       18      five years in the City of Philadelphia, with

       19      all of the nurses that will be out of work and

       20      all of the doctors that will be out of work

       21      and with the people that would be

       22      inconvenienced by the closing of that

       23      facility, it seems to me, before you would

       24      suggest closing, if you saw that you were in

       25      financial difficulty and losing money, the
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        2      first question most business people will ask

        3      is, "Can we sell it?"

        4               Did you look for a sale?  Were you

        5      interested in a sale?  Did you ask if there

        6      were any other healthcare provider, a hospital

        7      in the City, that would be interested in some

        8      way partnering with you so that at least the

        9      people who lived in that area would have had a

       10      convenient place to continue their treatments

       11      and to go for their care?

       12               MR. SCHAENGOLD:  Based on the

       13     experience we had with Parkview, where we

       14     attempted to find a buyer for that facility, we

       15     concluded that no one would be forthcoming to

       16     do so.  We never received any legitimate

       17     inquiries in regards to Parkview, and we

       18     concluded that the same would happen with MCP.

       19               REPRESENTATIVE BISHOP:  Let me ask

       20      the question in another way.  Will you be

       21      willing at this point, if a viable group came,

       22      to sell MCP and allow it to continue to

       23      operate as an acute care facility?

       24               MR. SCHAENGOLD:  Absolutely.  We've

       25      even stated that in view of the fact that the
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        2      City of Philadelphia does not have a public

        3      hospital, we would be willing to turn over MCP

        4      to the City to operate it as a hospital.

        5               REPRESENTATIVE BISHOP:  Thank you

        6      very much.

        7               COUNCILMAN GOODE:  Senator Hughes.

        8               SENATOR HUGHES:  Thank you, Mr.

        9      Chair.

       10               Mr. Schaengold, would that include

       11      the equipment and everything else inside the

       12      facility, or are you just talking about the

       13      land and what-have-you?

       14               MR. SCHAENGOLD:  We would be happy

       15     to sit down with either the State or City or

       16     any operator and talk about what would be the

       17     appropriate relationship and transaction to

       18     accomplish this.

       19               SENATOR HUGHES:  Okay.  I guess kind

       20      of two things.  Since you weren't around in

       21      the first transaction back in 1998 -- it's

       22      kind of piggybacking on a lot of questions and

       23      dialog that Councilman Nutter was going on.

       24           The City and the State has done a lot --

       25     did a lot then and has done a lot since then to
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        2     support MCP, Tenet, the whole thing, Drexel

        3     University.  We pulled some numbers of some

        4     direct stream dollars that goes to MCP and

        5     Tenet Healthcare Corporation.  The way the

        6     structure is set up, they're all kind of

        7     intertwined here.  It's really hard to separate

        8     out one from the other because of the way the

        9     money flows from Harrisburg and because of the

       10     way the nature of the whole entity is set up.

       11     You have the teaching going on here and the

       12     actual care provided here and the inpatient and

       13     the outpatient, who's doing what, who's on

       14     first, what's on second.

       15               But from '98-'99 to '02-'03, we've

       16     got about $47.9 million of state money that has

       17     flowed into the entity.  And I don't see

       18     specifically the Drexel money on this list, nor

       19     do I see the $50 million that was put up at the

       20     front end.  You can't separate out all of these

       21     things, because in order to put the deal

       22     together, all these things had to be factored

       23     in together.

       24               And so Tenet did step up in '98, but

       25     they stepped up in the context -- and this goes
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        2     to the other part that you need to understand

        3     and be clear about.  They stepped up in the

        4     context of everybody sitting together in a

        5     partnership to work this out.  And that's the

        6     frustration that exists when we got the call on

        7     December 18th.

        8               It was stated in the meeting that

        9      the Governor convened that all of us were part

       10      of that Monday in the Governor's office with

       11      your CEO, that by doing what you did and not

       12      talking to folks beforehand to see if we could

       13      work something out to try to piece all this

       14      together the same way we pieced it together in

       15      1998, you hamstrung everybody.

       16               (Applause.)

       17               SENATOR HUGHES:  Now we're at the

       18      situation where now we've got to rush from all

       19      sides to put this together.  We've got to go

       20      through this extended hearing.  We've got to

       21      stand up in the cold at 19 degrees outside at

       22      3300 Henry Avenue, 500 or so people out there,

       23      to make a point because we should have worked

       24      together in partnership, The same way a

       25      partnership was put together in the front end.
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        2               And I agree with Henry Nicholas.

        3     The State, the City, the federal government has

        4     failed in its commitment to provide

        5     high-quality healthcare for folks.  That's our

        6     responsibility.  Hopefully, that will change

        7     when we get a new President here.  Hopefully,

        8     we can make some changes at that level and make

        9     some changes there.

       10               (Applause.)

       11               SENATOR HUGHES:  This is why you're

       12      in the situation that you're in right now.

       13      This is why Councilman Nutter and Councilman

       14      Goode have to have you stand up and raise your

       15      right hand and swear, because you violated the

       16      moral commitment that was established in 1998.

       17               And I don't know who advised you on

       18      that and I don't know who suggested that to

       19      you, but they gave you some bad information.

       20      I don't know how your corporate structure

       21      works, but you need to flip it around and kick

       22      it back to them.  That's probably why they had

       23      to make an announcement the other day to close

       24      down 27 hospitals, because of the way they run

       25      their operation.  It's causing hardship and
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        2      harm to the very people who need them the

        3      most; the employees, the patients and everyone

        4      else.

        5               The question that I have to you

        6     after all of that is, What can you project --

        7     maybe we need to ask the CEO this question, Mr.

        8     Trevor.

        9               Where are we with the other

       10      hospitals here in the City of Philadelphia,

       11      And what is the financial strength of those

       12      institutions?  Because this, for me, is almost

       13      a tip of the iceberg conversation, especially

       14      when we hear 27 other hospitals being

       15      announced to shut down yesterday.

       16               (Applause.)

       17               MR. SCHAENGOLD:  My company has

       18      decided that the five remaining hospitals in

       19      Philadelphia are a part of the strategic core

       20      of our company.  We have recognized that with

       21      the closure of MCP, we have been able to

       22      strengthen the remaining five institutions,

       23      and there is no reason to believe that we

       24      could not have a very successful five-hospital

       25      network continuing here in Philadelphia.
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        2           SENATOR HUGHES:  Can you give us some

        3     picture, an abbreviated version of the

        4     financial strength of those institutions, what

        5     kind of profit they're operating under?

        6               MR. SCHAENGOLD:  The six hospitals

        7      in 2003 will have generated a slightly

        8      negative margin.  With MCP not counted in the

        9      performance of the five institutions, the

       10      operating margin would be a positive.

       11               COUNCILMAN GOODE:  How strong are

       12      they?

       13               MR. SCHAENGOLD:  The five hospitals

       14      without MCP would generate about a 7 percent

       15      margin.

       16               COUNCILMAN NUTTER:  How much money

       17      are we talking about?  What are the numbers?

       18               MR. SCHAENGOLD:  It would be roughly

       19      $50 million of the remaining five hospitals.

       20      You have to remember, MCP has lost over $30

       21      million in 2003.

       22               COUNCILMAN NUTTER:  $50 million in

       23      what, net profit?

       24               MR. SCHAENGOLD:  In operating

       25      margin.
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        2           COUNCILMAN NUTTER:  What does that mean?

        3               MR. SCHAENGOLD:  Cash flow.  We have

        4      to pay tax on that so -- you have to remember,

        5      all of our money gets accumulated corporately,

        6      so we really look at this from a cash flow

        7      perspective.  Bottom line, you have to cut it

        8      in half because if there is a profit, there is

        9      a tax there that we have to pay.

       10               COUNCILMAN NUTTER:  So it's $25

       11      million in net income to the company; is that

       12      what you're saying?

       13               MR. SCHAENGOLD:  Right.

       14               COUNCILMAN NUTTER:  And with MCP it

       15      would be what?

       16               MR. SCHAENGOLD:  It would be a loss.

       17               COUNCILMAN NUTTER:  Of how much?

       18               MR. SCHAENGOLD:  Anywhere from $5 to

       19      $10 million.  MCP generated a loss of

       20      $30 million.

       21               COUNCILWOMAN TASCO:  Negative?

       22               MR. SCHAENGOLD:  For 2003, we have a

       23      negative result in the Philadelphia market.

       24               COUNCILMAN NUTTER:  What was the

       25      actual dollar loss with the -- are you talking



                                                          166

        1             012904 - COMMERCE - RES. 040046

        2      about with the six?

        3               MR. SCHAENGOLD:  Right.

        4               COUNCILMAN NUTTER:  What was the

        5      actual loss?

        6               MR. SCHAENGOLD:  It's approximately

        7      $10 million for 2003.

        8               COUNCILMAN GOODE:  The Chair

        9      recognizes Representative Williams.

       10               REPRESENTATIVE WILLIAMS:  I think

       11      Tenet is in this microphone system.

       12           My problem with this whole process, Mr.

       13     Chairman, is I think something smells here, and

       14     it smells foul.

       15           (Applause.)

       16               REPRESENTATIVE WILLIAMS:  Let me

       17      explain myself.  Here's a gentleman who's only

       18      been here about four or five months, who has

       19      all the figures and got all the instructions

       20      in how to deal with this proceeding.

       21               Where are the folks who were here

       22      four years ago who can give us some real, real

       23      answers?  Because I'm not going to say I'm

       24      going to disrespect this gentleman, but it

       25      sounds like a snake oil salesman coming to
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        2      tell us about the deal.  I want to know where

        3      are the folks from four years ago, from two

        4      years ago, who knew everything was going to

        5      the bottom when they could not find a way to

        6      resolve this?

        7               I think it's a disrespect to this

        8     body that we have someone here who has only

        9     been here six or eight months, and this is a

       10     four-year product.  It's almost like someone

       11     called you up and said, "We're now in

       12     Philadelphia; straighten it out; and after it's

       13     over, we're going to sell it anyway."

       14               Bottom line, if you guys feel as

       15     though you're not making any money in the City

       16     of Philadelphia with MCP, then make the

       17     hospital, the facilities, available.  Take your

       18     losses there.  Give us something back.  You got

       19     almost $41 million, the state tax dollars,

       20     subsidies, tax breaks.  Give us something back.

       21     That's all we're asking for.  Because we can

       22     move on.

       23               The Chairman said something about

       24     when Tenet came in and did a great thing for

       25     the City of Philadelphia.  You didn't come here
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        2     to not make money, because everything I'm

        3     hearing is dollars, dollars, dollars.  Nothing

        4     about the care of people.  Nothing.  Nothing

        5     about people.

        6               (Applause.)

        7               REPRESENTATIVE WILLIAMS:  And this

        8      is a people issue.  People are concerned about

        9      the quality of healthcare in that community.

       10               As a former law enforcement person,

       11      I can tell you five to eight minutes going

       12      from one trauma center to another trauma

       13      center, somebody is going to die.  Are you

       14      thinking about that?  Do you care?  Does Tenet

       15      care about people?  Because if you care about

       16      people you'll make the right decisions and you

       17      would have made the right decision three years

       18      ago, two years ago, and four years ago when

       19      you came to get these deals from the City of

       20      Philadelphia.

       21               (Applause.)

       22               REPRESENTATIVE WILLIAMS:  And I'm

       23      angry because numbers count itself.  You guys

       24      can find a way to make money or you can find a

       25      way to lose money.  You highlighted you gave
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        2      $3 million to gifts and grants to the

        3      community.  Like that's a big deal.  When you

        4      first came here you got $41 million.  So I'm

        5      not impressed.  I'm not impressed.  The people

        6      are offended.

        7               I believe that you, the Tenet folks,

        8     all have an obligation to make sure the

        9     citizens of the City of Philadelphia and the

       10     folks who live in this community, that we get

       11     some good answers and get some good results and

       12     make sure that we have a hospital in this

       13     community like when you came here five years

       14     ago.  Do us a favor and help us make sure that

       15     hospital stays open.

       16               (Applause.)

       17               COUNCILMAN GOODE:  With regard to

       18      your testimony and your ability to move

       19      forward with it, let me say for the record, I

       20      think you have said on the record already that

       21      your organization has separate government

       22      structures; one that deals with health service

       23      and the quality of it, and the other deals

       24      with the financial bottom line; is that

       25      correct?
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        2           MR. SCHAENGOLD:  Each hospital has a

        3     governing body whose primary purpose is to

        4     monitor quality of care and credentialing of

        5     clinicians in their hospital, and they get

        6     reports relating to the financing, but each

        7     individual hospital's finances are really

        8     governed by the corporate side.

        9               COUNCILMAN GOODE:  The people who

       10      monitor the quality of health services do not

       11      make the final financial decisions; is that

       12      correct?

       13               MR. SCHAENGOLD:  That is correct.

       14               COUNCILMAN GOODE:  So you are

       15      speaking for who today?

       16               MR. SCHAENGOLD:  I'm speaking for

       17      Tenet as a company and responding to the

       18      questions relating to the decision we made to

       19      close MCP.

       20               COUNCILMAN GOODE:  And who are you

       21      better able to represent, those people who are

       22      monitoring the quality of health service or

       23      those people who are dealing with the

       24      financial bottom line?

       25               MR. SCHAENGOLD:  Well, everything we
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        2      do as a company is to ensure that the quality

        3      of care provided at our hospitals is of the

        4      highest level and meets state, local and

        5      federal regulations.  I'm responsible for

        6      everything that goes on at these institutions.

        7               COUNCILMAN GOODE:  My question

        8      actually was, Who are you better positioned to

        9      represent?  Did you come here to talk about

       10      the quality of health services or did you come

       11      here to talk about the financial bottom line?

       12               MR. SCHAENGOLD:  I came here to

       13      explain the circumstances surrounding the MCP

       14      closure decision, as well as explain the

       15      circumstances surrounding the original

       16      communication, and I've just not been able to

       17      get to that.

       18               COUNCILMAN GOODE:  Over the course

       19      of this hearing, over the course of your panel

       20      presenting and answering questions, Members of

       21      this Committee, members of the State

       22      Legislature had a chance to review your

       23      testimony.  I believe all of us have had a

       24      chance to read it.  And having read it, I

       25      think during the course of your answering
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        2      questions, you've presented much of that

        3      testimony.  You can move forward if you'd like

        4      with that testimony, but I would suggest to

        5      you that time would be better served for you

        6      to summarize that testimony and actually

        7      address it from your real purpose for being

        8      here today.  Because it is not to address the

        9      quality of health services at Tenet; It is to

       10      address the financial bottom line.  So you can

       11      proceed with your testimony.

       12               MR. SCHAENGOLD:  Well, in order to

       13     save the Council's time -- and I appreciate

       14     very much that I had the opportunity to speak

       15     with you.

       16               The first thing I want to state is

       17      that there is no question that the

       18      communication relating to this announcement

       19      was not done in an optimal manner.  We were

       20      operating on a very short time frame.  We were

       21      being governed by a number of SEC regulations

       22      that we were trying to avoid violating.  One

       23      only has to look at today's headlines to see

       24      how strict the SEC regulations have become,

       25      and our adherence to them in a sense drove the
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        2      communication time frame.

        3               We had a plan by which everyone of

        4     importance and a party to this activity would

        5     have been notified in a timely manner.

        6               COUNCILMAN NUTTER:  Mr. Schaengold,

        7     I apologize for cutting across you.

        8               MR. SCHAENGOLD:  I was going to

        9      apologize for the failure to communicate

       10      properly.

       11               COUNCILMAN NUTTER:  I appreciate

       12      that.  We'll get to that.  You've made a

       13      couple statements that are eliciting physical

       14      responses from the Members.

       15               As the Chair indicated, we're

       16      naturally primarily concerned about

       17      high-quality healthcare, the patients, the

       18      jobs, the impact on the community, and

       19      certainly the financial situation.  We are not

       20      unconcerned about that.  But you started by

       21      talking about the communication was not

       22      handled in an optimal fashion.  Okay, that's

       23      an understatement.  But then you made two

       24      other comments; You had a short time frame and

       25      you were concerned about SEC violations.  What
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        2      does that have to do with the people over in

        3      East Falls?  Why are their lives now a

        4      function of what goes on at the SEC?

        5               MR. SCHAENGOLD:  I didn't say that.

        6     You're twisting my words, and I don't believe

        7     that's fair.

        8               COUNCILMAN NUTTER:  I took them down

        9      as you were stating them.

       10               MR. SCHAENGOLD:  May I finish?

       11               COUNCILMAN NUTTER:  You can finish

       12      when I'm finished.

       13               You said you had a short time frame.

       14      You made reference to today's paper and you

       15      talked about being concerned about SEC

       16      violations.  Now, those were your statements.

       17      The reason I'm asking you about them is so I

       18      don't take them out of context.  I do not

       19      twist other people's words.  And I'd like you

       20      to explain what they mean.

       21               MR. SCHAENGOLD:  What they mean is

       22     that the communication of the notice of closure

       23     was not done appropriately because of the short

       24     time frame we had to execute this and because

       25     the information --
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        2           COUNCILMAN NUTTER:  Execute what?

        3               MR. SCHAENGOLD:  The communication

        4      of the notice of closure.  I'm trying to

        5      explain.

        6               The information was leaked to the

        7      paper, and we all woke up the next morning

        8      without having an opportunity to speak to

        9      everyone about the decision that was made.  We

       10      do believe that the people of East Falls

       11      deserve the best possible care, but in our

       12      opinion, the financial viability of MCP and

       13      the losses generated by that institution

       14      simply could not be sustained and jeopardized

       15      the future success of the remaining five

       16      hospitals.

       17               COUNCILMAN NUTTER:  But what caused

       18     such a precipitous decision to be made in such

       19     a short time frame?  I understand the losses

       20     from earlier in the year or earlier in the

       21     fiscal year.  What was it about December 18th

       22     that was so critical in this discussion?

       23               You've now had sent over to me the

       24      consultant report, which we'll have copies for

       25      the Committee.  You received that on December
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        2      9th, 2003.  Your earlier testimony is you were

        3      then in Dallas on December 10th.  You

        4      presented your financial plan for the

        5      hospital, and somewhere in the course of a

        6      48-hour period of time, some executives

        7      somewhere on December 12th made a decision to

        8      close MCP.  Less than a week later you were in

        9      my office, on the 17th, and the company

       10      announced the next morning, on the 18th, the

       11      closure.

       12               What was it about that period of

       13      time, the closeness to the end of the year,

       14      what was it about that time frame that caused

       15      this decision to be made so quickly?

       16               It was not the case with City

       17      Avenue.  It does not appear to be the case

       18      with some of the other hospitals.  Why did it

       19      have to be made then?

       20               MR. SCHAENGOLD:  It is my

       21     understanding that in order to have recorded

       22     that loss in 2003 and the costs associated with

       23     closing it, it needed to be made before the end

       24     of the year.

       25           COUNCILMAN NUTTER:  So this is about
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        2     finances, accountants, the SEC, and other

        3     decisions that have nothing to do with

        4     healthcare, nothing to do with the proper

        5     operation of a hospital, have nothing to do

        6     with the process that puts things in any kind

        7     of logical fashion that anybody in this room

        8     can understand.  It is about 10Q or 10K filings

        9     with the SEC as to why it had to happen right

       10     now.

       11               I understand you don't want to lose

       12     money, but you had been losing money already.

       13     But that decision did not have to made that day

       14     for any other purpose than what you laid out,

       15     which is somebody tried to book something in

       16     one year, as opposed to booking it in another

       17     year, because this is just an exercise in

       18     Accounting 101.  Isn't that true?

       19               MR. SCHAENGOLD:  I think that is the

       20     mechanics of this decision.

       21               You also have to understand --

       22               COUNCILMAN NUTTER:  What does that

       23     have to do with the City of Philadelphia and

       24     the relationship you have with this City and

       25     the other hospitals in this town?
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        2               I'm increasingly left with the

        3     impression that the company will just do

        4     whatever it wants to do, whenever it wants to

        5     do it, however it wants to do it; everyone else

        6     be damned.  Is that where we are at this point?

        7               (Applause.)

        8               MR. SCHAENGOLD:  No, that is not so.

        9               You have to understand that at the

       10      time the analysis of MCP was being done on a

       11      corporate level, our census at MCP was about

       12      70 to 80 patients.  We did not believe --

       13               (Audience reaction.)

       14               MR. SCHAENGOLD:  We did not believe

       15      as a company that this hospital was viable

       16      financially and, therefore, a decision was

       17      made to close it.

       18               COUNCILMAN NUTTER:  Mr. Schaengold,

       19      that statement has to be made with the rest of

       20      the context of what else was going on in the

       21      world around you.  Wasn't there a nurses'

       22      strike going on at the same time you were in

       23      Dallas?

       24               (Applause.)

       25               COUNCILMAN NUTTER:  Wasn't the
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        2      obstinance and all the other things that go

        3      along with negotiations causing a drop in

        4      census at the hospital at that time?

        5               It's hard to operate a hospital if

        6      you don't have nurses.

        7               How long did the strike go on, five

        8      weeks?

        9               The hospital was already having

       10      financial problems, I know, before that.  We

       11      had the discussion about the consultant's

       12      report.  But you cannot sit at the table and

       13      then say, "Well, a part of the reason that we

       14      had to close is because we only had 70

       15      patients in the place," which was a function

       16      of an ongoing nurses' strike which was settled

       17      on the same day or the day before you

       18      announced the closure.  Now, you can't have it

       19      both ways.

       20               (Applause.)

       21               COUNCILMAN NUTTER:  Now, what I want

       22      to know is -- you and I had a conversation

       23      about MCP.  We had a conversation about the

       24      consultant, either prior to or around the time

       25      of hiring the consultant.  My recollection of
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        2      that conversation is, "Phil, if you're going

        3      to hire a consultant, I don't want to go

        4      through what we went through with City Avenue,

        5      Because what happened there is, a consultant

        6      was hired and subsequently the hospital was

        7      closed through an extensive process.  So if

        8      we're going to hire a consultant, is the

        9      purpose to put things in motion to close the

       10      hospital or is it for the purpose of keeping

       11      the hospital open?"

       12               Your statement to me was, "We

       13      absolutely are bringing on the consultant in

       14      order to save the hospital and keep it open."

       15      Isn't that correct?

       16               MR. SCHAENGOLD:  That is correct.

       17               COUNCILMAN NUTTER:  So what

       18      happened?  Why did I not see the consultant

       19      report and what process were you thinking

       20      about in terms of bringing a consultant on and

       21      doing anything with it?  Or was it, in fact,

       22      the realization of the worst fear and the

       23      issue I raised with you in the first place was

       24      that you get a consultant, you have a report

       25      that says two years from now maybe you can
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        2      break even.  You take that to Dallas.  That

        3      gets blown apart.  And two days later,

        4      somebody from somewhere, nowhere nearby here,

        5      makes a decision on a day, close the hospital.

        6               Now, is that what happened?

        7               MR. SCHAENGOLD:  When you and I had

        8     the conversation that you're speaking of, I

        9     believe I made it very clear that it is my goal

       10     to try to save this institution.  And the

       11     purpose of the consultant was to try to come in

       12     and identify whether that was possible.  The

       13     conclusion of the consultant was, that even

       14     after doing all the things they were

       15     suggesting, we would still have a $25 million

       16     negative cash flow at the end of two years, and

       17     that therefore caused us to make a decision

       18     that that was not financially viable.

       19               The purpose of the consultant was

       20      not to come in and prove that it needs to

       21      close.  The purpose was to try to identify a

       22      way to save this institution.  The results

       23      were --

       24               COUNCILMAN NUTTER:  What steps did

       25      you take to do that?
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        2               MR. SCHAENGOLD:  When we received

        3      the report, together with accumulating losses,

        4      it became clear to us that this institution

        5      could not survive and we made a decision to

        6      close it.

        7               COUNCILMAN NUTTER:  I appreciate the

        8      response.  It's not responsive to my question.

        9               What actions did you take to save

       10      this hospital?

       11               MR. SCHAENGOLD:  We worked for

       12     months with the medical staff, with the

       13     employees --

       14               COUNCILMAN NUTTER:  When you

       15      received the consultant report, which is dated

       16      December 9th, what actions did you take to

       17      save this hospital?

       18               MR. SCHAENGOLD:  None.  We concluded

       19      based on that report that there was no chance

       20      of saving the institution.

       21               COUNCILMAN DICICCO:  Point of order.

       22      I hate to interrupt, Councilman Nutter.

       23               On the same line of questioning, was

       24      there anything in the consultant report that

       25      identified areas where improvements could be
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        2      made that would reduce the debt service or the

        3      loss of money and that could possibly over a

        4      period of time turn the hospital's finances

        5      around?  Was there anything in that report?

        6               MR. SCHAENGOLD:  There were a number

        7     of items listed there that would reduce costs,

        8     would change the way the hospital operates.  It

        9     was based on a number of assumptions.  But at

       10     the end of the day, their own financial

       11     analysis showed that even if all of these

       12     things occurred, there would still be a

       13     $25 million net cash flow loss over a 24-month

       14     period, and we simply concluded that that was

       15     not something we wanted to keep incurring.

       16               COUNCILMAN DICICCO:  Thank you.  I

       17      didn't mean to interrupt.  I just wanted to

       18      make sure that I was hearing that right.

       19               COUNCILMAN RIZZO:  Mr. Chairman,

       20      thanks for allowing me to take this point of

       21      information also.

       22               I know that you're sworn here today.

       23      I've got a question.  There's been a lot of

       24      speculation about this point, and I think it's

       25      been alluded here today, but I want to ask you
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        2      straight on.  When Tenet acquired these

        3      hospitals here in this region, was there ever

        4      a discussion that "We'll get our foot in the

        5      door, two years down the road, three years

        6      down the road we're going to close MCP and the

        7      other hospital that you closed"?  Was there

        8      ever any discussion?  Because it was said

        9      either you take them all -- did you ever have

       10      a conversation or were you ever privy to a

       11      conversation that that was part of the grand

       12      plan?

       13               MR. SCHAENGOLD:  I was never privy

       14     to such a conversation.  But I will assure you,

       15     sir, that if that was our intention, we would

       16     not have spent $200 million over the past five

       17     years in capital improvement at every one of

       18     these hospitals, including $43 million at MCP

       19     over the past five years.  We thought as a

       20     company -- and I wasn't here, but I'm giving

       21     you my impression -- that as a company we

       22     thought we had a chance at turning some of the

       23     these institutions around.

       24           What we discovered is that all the

       25     advisors that were advising us at the time were
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        2     correct when they told us, "Don't take

        3     Parkview, don't take Elkins Park, and don't

        4     take MCP."  We thought we could turn it around.

        5     What we have found over the past five years,

        6     that even after investing $200 million in

        7     capital improvement and contributing over

        8     $5 billion to the economy of this City, some of

        9     the hospitals we could not salvage, and we have

       10     had to make very difficult decisions in terms

       11     of their continued operations.

       12               COUNCILMAN RIZZO:  Would you

       13     today -- and I know there's been some

       14     conversation about the time line of when the

       15     facility could close.  Today, could you give

       16     this institution more time and aggressively

       17     try, as a good corporate citizen in this

       18     community, to find a person, another company, a

       19     real aggressive effort to get an operator of

       20     this facility?

       21               I think what we want to hear here

       22      today is that you'll do that and you'll

       23      continue to operate this hospital.  Because

       24      you have, obviously, some legal questions

       25      right now because you indicated earlier you're
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        2      going to file the documents that will start

        3      that process tomorrow.  But I think what we

        4      need to hear today is that you will try to

        5      find an organization, a company, another

        6      business competitor to run this facility and

        7      give us some more time to get that

        8      accomplished.

        9               MR. SCHAENGOLD:  I wish I could do

       10     that, sir.  I don't have the authority to do

       11     that.

       12               What we have said to the Governor

       13      and to others is that our closure date is

       14      March 31, but we will be happy to sit down

       15      with any party that wants to talk about

       16      operating this facility.  Unfortunately, sir,

       17      there has been not one inquiry about someone

       18      wanting to operate this facility.

       19               COUNCILMAN RIZZO:  Well, when most

       20     things are sold, you have to put a sale sign on

       21     them.  And I know that the media has gotten the

       22     word out.  And I'm sure you have a close-knit

       23     industry.  A lot of people that do what you do

       24     know that the facility is for sale.  And again,

       25     it makes sense that no one's approached you,
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        2     that it's not likely, but based on -- you know,

        3     did you ever think you'd be in a hearing with

        4     all these State and City officials?  I think

        5     you really need to give it that extra push to

        6     see what creative program you can come up with

        7     here to keep this facility open.

        8               I injured my knee a few years back

        9     and I needed surgery.  Where do you think I got

       10     it?  I went there because it was close to my

       11     home.  So I could have gone downtown to all the

       12     Center City hospitals, but I didn't.  I went

       13     there to get my surgery.  In and out.  Went

       14     back after to get it checked.  It was

       15     convenient.

       16               I can understand what the people in

       17     this room -- especially the people that work

       18     there.  You're in a position to close it, but

       19     you're not in a position to give it a little

       20     extra time?

       21               MR. SCHAENGOLD:  The decision has

       22     been made by our company to notify the State

       23     that we would like to close MCP on March 31.

       24     That is the direction that I am trying to

       25     execute.  But I will certainly share this
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        2     Council's wishes with those that I report to,

        3     and we will certainly make it clear to them

        4     what you all are requesting.

        5               COUNCILMAN RIZZO:  Thank you.

        6               COUNCILMAN DICICCO:  One final

        7      question.  Going back to the consultant's

        8      report, is there anything in that report that

        9      speaks to the "what if"?  What if additional

       10      grants from the State, federal government, tax

       11      incentives, any mechanism that is not unusual

       12      for a municipality to offer a business, a

       13      company, encourage a company as an incentive

       14      to stay within the City and keep the employees

       15      working?  Is there anything in the consultant

       16      report that speaks to something of that

       17      nature?

       18               MR. SCHAENGOLD:  No.  That was not

       19      their charge.  I will tell you that that

       20      question internally was discussed.  Should we

       21      go to the City or the State and ask for,

       22      quote, bail-out?  We concluded that neither

       23      the City nor the State had the funds to bail

       24      out MCP.  And if the State chose to do that,

       25      they would also have to do the same for about
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        2      30 to 40 other hospitals around the

        3      Commonwealth that we consider at-risk

        4      institutions.  So with that in mind, we made a

        5      decision that to put the City or the State in

        6      a no-we-can't-bail-you-out position was not

        7      fair either.  So we did not think that there

        8      would be any funds available to help.

        9               COUNCILMAN DICICCO:  I appreciate

       10     the fact that you would not want to put any of

       11     the municipal authorities in that position.

       12     But I learned a long time ago if you don't ask,

       13     you don't get.  I'm not suggesting that we are

       14     in a position where we would even consider it,

       15     But I think it would have been prudent on the

       16     part of Tenet to at least speak to the

       17     various -- you have a Councilperson who is

       18     obviously very concerned with this, as the rest

       19     of the Members of this body, and the State and

       20     government officials are here.  I think all of

       21     us would at least be willing to have listened

       22     to your situation.  And maybe creative minds --

       23     again, it's a big maybe.  Creative minds could

       24     have come up with something.  Maybe, maybe not.

       25     I don't know.  But in all due respect, I think
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        2     the right thing would have been -- and we can

        3     all talk about what should of, could of

        4     happened -- would have been to at least raise

        5     the issue and let's see if in our creative

        6     minds something could have been proposed and

        7     put on the table.

        8               We've done a lot of creative things

        9     in this town, and there's something that's

       10     being discussed now about setting up a new

       11     cause to create a more friendly business

       12     environment in Center City for a particular

       13     entity or entities, which I'm not necessarily

       14     in favor of.  But those are things that at the

       15     state level are filtering down to the city

       16     level as financial tools to enhance the

       17     business climate, if you will, in the City of

       18     Philadelphia.  And Tenet is a business.  I

       19     don't mean that in a negative way.  It is a

       20     business.  It's a company that employs people.

       21     I, for one, would not like to see the door

       22     closed entirely.

       23               I can't force anyone to do anything,

       24     but I would suggest -- and I know that your

       25     Councilperson, Councilman Nutter, and the
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        2     Chairman of this Committee would certainly be

        3     willing to spend as many, many hours we can to

        4     maybe kind of come up with some creative

        5     financing mechanism.  Maybe at the end of the

        6     day we don't, but we have to exhaust every

        7     avenue that we possibly can, working with the

        8     Commerce Department, working with PIDC and all

        9     those other agencies, both at the local level

       10     and the state level and the federal level,

       11     because it is a crisis in this City.  Not only

       12     as it relates to Tenet, but I'm going to be

       13     faced with and the Council President Verna

       14     who's district Saint Agnes is in which is

       15     directly across from my district -- I will be

       16     impacted.  We've got to figure these things

       17     out.  This may be a good benchmark for us to

       18     start that conversation.

       19               Thank you.

       20               Thank you, Mr. Chairman.

       21               (Applause.)

       22               COUNCILMAN GOODE:  Mr. Schaengold, I

       23      notice during the course of your answering

       24      questions you tried to work in some more

       25      testimony and are still talking about the
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        2      capital investment made by Tenet Healthcare.

        3      But I guess the question that really needs to

        4      be asked is, I'm sitting here reviewing a

        5      settlement agreement which I think many people

        6      who were a party to this agreement, who

        7      designed this agreement back in 1998, thought

        8      was a public/private partnership to try to

        9      save healthcare services in the City of

       10      Philadelphia.  Many people feel right now that

       11      to you it was just a deal, not a

       12      public/private partnership, that basically

       13      business was concluded in 1998 and now you can

       14      do whatever you want to do.  This is really

       15      not about, as many members have said, just

       16      about the closing of MCP, although that is the

       17      issue at hand.  This is about what type of

       18      relationship you're going to have with the

       19      City of Philadelphia, what type of

       20      relationship you're going to have with the

       21      Commonwealth of Pennsylvania, and whether

       22      you're going to believe, as you did in

       23      December, if you can make decisions for us,

       24      that the City cannot afford to come up with

       25      the creative financing that is necessary, the
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        2      State cannot do it, it cannot be a City and

        3      State partnership to do it, when the very

        4      nature of our relationship was our commitment

        5      with that type of package in 1998.  I think

        6      that is a ridiculous assumption to assume,

        7      that nothing could be done, and more

        8      importantly, that it was not our decision to

        9      decide whether we could do it.

       10               In essence, what you said is that

       11     you made a financial bottom line decision and

       12     you basically have severed your relationship

       13     with the City of Philadelphia and the

       14     Commonwealth of Pennsylvania and now you're

       15     just now out for yourselves.  Is that a fair

       16     statement?

       17               MR. SCHAENGOLD:  No.  I don't

       18     believe that was our intention.  I don't

       19     believe that that is what we meant to do.  We

       20     did make a business decision with regards to

       21     MCP.  We did a poor job in communicating.  But

       22     we also thought that in order to subsidize the

       23     losses of a hospital like MCP, the precious

       24     resources that would have to be used by the

       25     City or the Commonwealth are simply not there.
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        2     That's the conclusion we made.

        3               COUNCILMAN GOODE:  With all due

        4     respect, sir, that's not your decision to make.

        5               MR. SCHAENGOLD:  But that is a

        6      conclusion we made.  We may be wrong, but it

        7      was not made out of malice and it was not made

        8      out of --

        9               COUNCILMAN GOODE:  I will ask the

       10      question again.  Have you severed your

       11      relationship -- I'm not going to get into the

       12      issue of whether you were being a good

       13      corporate citizen in the actions you have

       14      taken.  I'm talking more specifically about

       15      your relationship with the City of

       16      Philadelphia and the Commonwealth of

       17      Pennsylvania was one of creative financing to

       18      save healthcare services in Philadelphia

       19      because Allegheny Health System went bankrupt.

       20      That was the nature of the relationship.  Did

       21      you make a decision for yourself that you

       22      would not engage in that type of relationship

       23      with the City, with the Commonwealth, that

       24      there will be no more public/private

       25      partnership?  Is that the financial bottom
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        2      line decision that you made?

        3               MR. SCHAENGOLD:  No.

        4               COUNCILMAN GOODE:  Well, please

        5      explain yourself, because we're still open for

        6      business, both at the city and state level.

        7               MR. SCHAENGOLD:  We made a decision

        8      that this hospital, MCP, could not be salvaged

        9      financially and that the resources were not

       10      going to be available from either the State or

       11      the City, so we made that judgment call.  It

       12      was not meant to disrespect the partnership.

       13      We have complied with every element of our

       14      partnership in that settlement agreement.

       15               We made a judgment that the

       16      resources available to save a hospital like

       17      MCP were simply not going to be available, so

       18      we made a business decision to close.  It was

       19      not a decision to disrespect the partnership.

       20      We may have made the wrong decision, but it

       21      was a decision based on our analysis of the

       22      available resources and the environment we

       23      were in.

       24               COUNCILMAN GOODE:  Once again, you

       25      are here at a hearing of the Committee on
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        2      Commerce and Economic Development, so I'm

        3      addressing this as a business decision you

        4      made and a business decision that we would

        5      have preferred to have been involved in and

        6      would like to be involved in now.

        7               I will actually recognize

        8      Councilwoman Tasco, the Chair of Health and

        9      Human Services, and allow her to address the

       10      issue from a different perspective.

       11               COUNCILWOMAN TASCO:  Mr. Schaengold,

       12     you spoke earlier about the dollar loss, how

       13     you had lost with MCP in the mix of your

       14     hospitals.  And of course, this is a corporate

       15     decision.  You have hospitals throughout the

       16     country.  Was that loss a regional loss here in

       17     Philadelphia or was that in the overall scheme

       18     of your hospital network you lost $25 million?

       19               MR. SCHAENGOLD:  The $30 million

       20      loss is at MCP alone.  Our company  is under

       21      significant financial stress these days, as

       22      all of you have been reading.  The reason for

       23      the reorganization is to try to stabilize our

       24      company and set course on a group of hospitals

       25      that we believe can grow and contribute
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        2      financially to our company.  That is why the

        3      five hospitals in Philadelphia have been

        4      retained as part of that core.  But that is

        5      also why the decision to close MCP took place,

        6      because it wasn't contributing to the success

        7      of our company or this region and was, in

        8      fact, jeopardizing our ability to have this

        9      region succeed.

       10               COUNCILWOMAN TASCO:  I agree with

       11     Councilman DiCicco.  We want businesses to

       12     thrive because they employ people.  But when

       13     you talk about your corporation and your for

       14     profit, how much money did you make last year?

       15     How much money did Tenet make last year, not

       16     just in Philadelphia, but in your -- what's

       17     your corporate bottom line?

       18               MR. SCHAENGOLD:  Honestly, I don't

       19      know.  Our year just ended and I don't believe

       20      that our company is going to show a profit

       21      this year.  But I don't --

       22               COUNCILWOMAN TASCO:  What is the

       23      Philadelphia bottom line?

       24               MR. SCHAENGOLD:  Right now, the

       25      books are not finalized, but it is a loss of
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        2      roughly 10 to $12 million.

        3               COUNCILWOMAN TASCO:  It's a loss,

        4      but what is your profit?  You don't have a

        5      profit.

        6               MR. SCHAENGOLD:  It's a loss.

        7               COUNCILWOMAN TASCO:  You can still

        8      have a profit, but you have a loss on the

        9      books, or something like that.

       10               MR. SCHAENGOLD:  I'm sorry.

       11               COUNCILWOMAN TASCO:  You can still

       12      make money -- MCP was a $30 million loss,

       13      right?  So if you made a million dollars, you

       14      could have a million plus $30 million?

       15               MR. SCHAENGOLD:  I'm sorry.

       16               COUNCILWOMAN TASCO:  I'm not getting

       17      it right.

       18               COUNCILMAN GOODE:  How much revenue

       19      did you generate last year?

       20               COUNCILWOMAN TASCO:  That's right.

       21      How much revenue did you generate last year?

       22               COUNCILMAN GOODE:  Within the

       23      system, the six hospitals within Philadelphia.

       24               MR. SCHAENGOLD:  It's a $1 billion

       25      network of revenue, which this year will lose
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        2      money.

        3               COUNCILMAN GOODE:  How much do you

        4      generate from the five.

        5               MR. SCHAENGOLD:  Separate from MCP?

        6               COUNCILMAN GOODE:  Separate from

        7      MCP.

        8               MR. SCHAENGOLD:  If you take MCP

        9      out, then the other five hospitals have

       10      generated probably a $20 million profit,

       11      roughly.

       12               COUNCILWOMAN TASCO:  So the other

       13      hospitals generate $20 million, but if you put

       14      MCP back in you lose $30 million?

       15               MR. SCHAENGOLD:  No.  MCP lost $30

       16      million.

       17               COUNCILMAN GOODE:  That actually

       18      wasn't my question.  The question was, How

       19      much revenue did the other five hospitals

       20      generate, not how much profit, how much

       21      revenue?

       22               MR. SCHAENGOLD:  The five remaining

       23      hospitals will generate about $800 million in

       24      net revenue.  MCP this year generated $160

       25      million of net revenue and has lost $30
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        2      million in the process.  The revenue is simply

        3      the sales.  So MCP is $160 million sales, and

        4      it lost $30 million -- over 30.  It cost us

        5      $200 million roughly to operate a $160 million

        6      business.

        7               COUNCILMAN GOODE:  You still believe

        8     with the elimination of MCP that some of the

        9     reasons for MCP's losses are not going to move

       10     to those other hospitals?

       11               MR. SCHAENGOLD:  Some of MCP's

       12      patients will move to other Tenet hospitals,

       13      absolutely.

       14               COUNCILMAN GOODE:  How will it

       15      affect your financial bottom line?

       16               MR. SCHAENGOLD:  Well, I think it

       17      would probably have a negative impact, but the

       18      other hospitals can generate a positive bottom

       19      and they can absorb some of those patients.

       20               COUNCILMAN GOODE:  A quick follow-up

       21      of Councilman Rizzo, and then we will

       22      recognize Councilman Ramos.

       23               COUNCILMAN RIZZO:  When you came

       24      here to Philadelphia, I'm sure you didn't walk

       25      in the door thinking -- and we were privy to
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        2      your business plan.  I don't think you came

        3      here thinking that you're going to have a

        4      windfall profit the first few years.  I assume

        5      that when you came the first year, you

        6      anticipated this.  You did anticipate, I'm

        7      sure, some growth as time went on, especially

        8      when you buy new equipment, you're spending

        9      millions of dollars on new technology, that

       10      it's easy to say you lost money when you're

       11      spending a lot of money to upgrade a system,

       12      which you, I believe -- and again, not knowing

       13      a whole lot about what you do, but know a

       14      little bit about business -- you did not

       15      anticipate making a tremendous amount of money

       16      in your first few start-up years; is that

       17      fair?

       18               MR. SCHAENGOLD:  That is correct.

       19     And MCP was performing at about a break even

       20     point all along.  A couple years profit, a

       21     couple of years loss.  With the elimination of

       22     the outlier payments and with the dramatic

       23     increase in malpractice costs, labor costs and

       24     the rapidly changing payer mix that MCP was

       25     experiencing, the losses began to mount at an
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        2     enormously rapid pace, reaching about

        3     $5 million losses a month this fall.

        4               COUNCILMAN RIZZO:  Tell me why it's

        5     happening there and not in other Tenet

        6     hospitals.  Why did you have a good year, a bad

        7     year, a good year, a bad year?  What is

        8     different about that facility than others?

        9               MR. SCHAENGOLD:  In the last couple

       10      of years, the percentage of Medicaid and

       11      non-paying patients have increased

       12      dramatically at MCP.  And I apologize because

       13      some of these comments are in here, but I need

       14      to work this thing out.  Medicaid in the State

       15      of Pennsylvania reimburses hospitals at about

       16      75 cents on the dollar.  In a traditional

       17      community, there is a shift between the

       18      Medicaid/non-paying patient to the private

       19      insured patient.  Everybody has known it for

       20      years.  The privately insured patients pay

       21      more than the cost of the service in order to

       22      subsidize the under-insured and uninsured.  In

       23      Philadelphia, this doesn't happen.  So when a

       24      hospital like MCP sees its Medicaid and

       25      non-paid business rise to almost 40 percent of
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        2      its total volume and there is nothing on the

        3      other side to make up for it because of the

        4      way this community functions, it gets hurt.

        5      And the reason it's getting hurt more than our

        6      other facilities is because it has the

        7      greatest percentage of Medicaid and non-pay of

        8      any of our other hospitals, and that causes

        9      the loss from operations.

       10               COUNCILMAN GOODE:  I believe you

       11     just said Philadelphia is poor?

       12               MR. SCHAENGOLD:  No.  It's an

       13      unusual situation that you have in

       14      Philadelphia.  You have a commercial market

       15      that is governed by basically one payer whose

       16      rates are at about 100 percent of cost.  Now,

       17      I appreciate their position because they're a

       18      business too.  In other parts of the country,

       19      the commercial side pays about 112 to 115 of

       20      cost, and that money is used to subsidize the

       21      less than 100 percent of Medicaid and non-pay.

       22      In this community it doesn't happen.  It's not

       23      that Philadelphia is poor.  It's just that the

       24      commercial reimbursement rates aren't high

       25      enough to make up for the under-insured and
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        2      uninsured.  And a hospital like MCP gets hit

        3      with that burden.

        4               COUNCILMAN NUTTER:  Based on your

        5     comments then, what would happen if -- maybe

        6     this would be unusual, but it's certainly

        7     possible.  Suppose the same mix and the

        8     patients who would normally go to MCP now all

        9     decide to go to Roxborough.  What happens to

       10     Roxborough?

       11               MR. SCHAENGOLD:  If the exact same

       12      mix occurred at Roxborough or Chestnut Hill or

       13      any other hospital in this town, Mercy, even

       14      Penn, you would have more closures of

       15      hospitals than you have today.

       16               COUNCILMAN NUTTER:  I'd like to

       17      restrict the answer to Roxborough.  It's in

       18      the northwestern side of the City in a

       19      location somewhat similar to MCP.  If all the

       20      people who presently go to MCP, if you are

       21      successful in closing the hospital, and those

       22      patients turn around and go up the road, what

       23      happens to the financial viability of

       24      Roxborough?

       25           MR. SCHAENGOLD:  It would be jeopardized.
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        2           COUNCILMAN NUTTER:  Suppose it was

        3     jeopardized and you took it to the next step

        4     and then you had a consultant report and then

        5     you got the report and then you went to Dallas

        6     and then two days later somebody decides, close

        7     that hospital, and then all of those people

        8     decide to go to Hahnemann or Graduate.  What

        9     happens to those hospitals?  Where does this

       10     end and what are you prepared to do about it?

       11               MR. SCHAENGOLD:  This ends when this

       12      City and the Commonwealth comes to grips with

       13      the fact that we have a broken healthcare

       14      system that does not reimburse hospitals

       15      sufficiently for the care we provide, nor are

       16      there facilities in this community to provide

       17      primary care services.  Instead they're coming

       18      to the emergency rooms of all of the hospitals

       19      in this community, and you have many other

       20      hospitals at risk in this community.

       21               I think this morning's paper

       22      outlines it in the starkest terms.  St. Agnes

       23      and Methodist are trying to figure out how to

       24      survive when both of them have lost money in

       25      the past year.  So until we come to grips with
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        2      the fact that we need to fix the system, you

        3      could have a domino effect in this community.

        4               COUNCILMAN NUTTER:  Which is what

        5     many of us are concerned about.  This is not

        6     just a conversation, as serious as it is, about

        7     a 153-year-old institution that in the course

        8     of a three-day period of time someone decided

        9     to close.  It's not just about MCP.  As much as

       10     it is about MCP, some of us can also see a

       11     little bit of the future.  We are concerned not

       12     only about the financial strength of the other

       13     five, but if it's just going to be a

       14     continuation of shuffling the chairs on the

       15     Titanic, then we actually do need to have a

       16     conversation about where this company is, what

       17     it is prepared to do, how does it stop either

       18     these kinds of losses or shift things around

       19     and work with us in a coordinated fashion.

       20               You have an agreement with the City

       21      that was signed at a time when you had eight

       22      hospitals.  You agreed to provide a certain

       23      level of service.  How is it possible in 1998

       24      to agree to provide a certain level of service

       25      throughout a system with eight hospitals --



                                                          207

        1             012904 - COMMERCE - RES. 040046

        2      and I'd like to have your perspective on do

        3      you provide the same level of service when you

        4      have seven, do you provide the same level of

        5      service throughout the system when you have

        6      six and five or four or three or two or one?

        7      How does that match up with the agreement that

        8      you have with the City which was signed when

        9      you had eight?  How do you provide the same

       10      level of service with five that you agreed to

       11      with eight?  Is that possible?

       12               MR. SCHAENGOLD:  Well, the agreement

       13     did not quantify level of services.  It stated

       14     that we will continue to provide services such

       15     as OB, such as ER, such as AIDS services,

       16     provide non-compensated charity care per the

       17     policy.  And as many in this room know, we have

       18     exceeded that policy.  We have done everything

       19     that we had committed to on that service

       20     agreement.

       21               COUNCILMAN NUTTER:  I can appreciate

       22      your perspective.  We probably have a

       23      difference of opinion about that.

       24           Let's talk about PCHC.  What's PCHC stand

       25     for?
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        2           MS. ZURZOLO:  Councilman Nutter, I'm

        3     happy to address that, if you'd like.  It's

        4     Philadelphia Charitable Healthcare Corporation.

        5               COUNCILMAN NUTTER:  When was it

        6      established?

        7               MS. ZURSOLO:  I believe it was 1999.

        8      I don't have the documents in front of me.

        9               COUNCILMAN NUTTER:  Is there a

       10      Board?

       11               MS. ZURZOLO:  There are articles of

       12      organization.  It's sole function is to hold

       13      bear title to two properties.

       14               COUNCILMAN NUTTER:  What's it stand

       15      for, how was it established, who serves on it.

       16               MS. ZURZOLO:  My understanding is

       17      that it was a function of -- as there were two

       18      academic medical centers as part of the asset

       19      purchase, there was an agreement.  Those

       20      entities have been assessed a certain tax

       21      base.  My understanding is that those

       22      not-for-profits actually had never paid those

       23      taxes, but nevertheless, that tax assessment

       24      was on the books.  As Tenet came in and

       25      purchased the hospital, Tenet intended to
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        2      challenge the tax basis on all the hospitals.

        3               Rather than go through that, my

        4     understanding -- and I wasn't part of that --

        5     was that there was an agreement, a settlement

        6     agreement, by which Tenet would pay taxes on

        7     six of the eight hospitals, which it did, and

        8     paid -- I think there was an amount paid for

        9     the two academic medical centers in year one,

       10     after which those two entities were to be put

       11     in a non-profit corporation, holding bear title

       12     only.  It has no other function.  And that

       13     there would be a tax abatement on those two

       14     properties for 10 years.

       15               COUNCILMAN NUTTER:  Is that the

       16     $4.8 million in value that was assigned at the

       17     time?

       18               MS. ZURZOLO:  Yes.  Correct.

       19               COUNCILMAN NUTTER:  Who serves on

       20      the Board of the Philadelphia Charitable

       21      Holding Corporation?

       22               MS. ZURZOLO:  To tell you the truth,

       23      I don't have those documents in front of me,

       24      but I'm happy to get them for you.  There is

       25      no function for it except to hold title.



                                                          210

        1             012904 - COMMERCE - RES. 040046

        2           COUNCILMAN NUTTER:  You have an entity

        3     that holds properties for you, but you don't

        4     know who serves on it?

        5               MS. ZURZOLO:  It holds bear title

        6      only.  The equitable interest is in Tenet.  As

        7      a matter of fact, Phillip Schaengold and

        8      Andrew Devoe (ph) are the directors and

        9      officers.  They hold equitable title, so they

       10      have all rights and interests in the property.

       11      They alone can make decisions to sell, buy,

       12      transfer whatever.  So any actions on those

       13      properties are held by Mr. Schaengold and Mr.

       14      Devoe.

       15               COUNCILMAN NUTTER:  Now, was there a

       16      recent transferring of 2900 Queen Lane from

       17      PCHC and Tenet to Drexel?

       18               MS. ZURZOLO:  Correct.

       19               COUNCILMAN NUTTER:  Was that back in

       20      July of last year, 2003?

       21               MS. ZURZOLO:  I believe so.

       22               COUNCILMAN NUTTER:  Was the Attorney

       23      General's Office notified about this

       24      transaction?

       25           MS. ZURZOLO:  To tell you the truth, I
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        2     didn't work directly on that.  Karen Rothberg

        3     is our internal real estate attorney.  I was

        4     aware of the transfer.  She handles our real

        5     estate transfer matters and was actively

        6     involved in the establishment of PCHC.  But I

        7     can get that answer for you.

        8               COUNCILMAN NUTTER:  So you don't

        9      know whether this transaction was in

       10      compliance with the AG's 1997 protocol?

       11               MS. ZURZOLO:  It's my understanding

       12      that all regulations were honored.  But any

       13      specific questions, I certainly will get an

       14      answer for you.

       15               COUNCILMAN NUTTER:  When will you

       16      have the answers?

       17               MS. ZURZOLO:  I can get you answers

       18      tomorrow.

       19               COUNCILMAN NUTTER:  Now, Mr.

       20      Schaengold, did you answer Councilwoman

       21      Tasco's question with regard to the company's

       22      overall finances from last year?

       23               MR. SCHAENGOLD:  I think I had

       24      stated that I don't know what the final number

       25      is for Tenet for 2003.  They have not released
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        2      those earnings yet.

        3               COUNCILMAN NUTTER:  Have you

        4      notified the Board of Revision of Taxes about

        5      your proposed closure, and what would that do

        6      to the tax exempt status of the properties?

        7               MR. SCHAENGOLD:  I don't believe

        8      we've notified the Board.  But when MCP ceases

        9      to be an acute care facility, then it would

       10      lose its tax abatement, in my opinion.  But I

       11      don't know what the mechanics of that is.

       12               COUNCILMAN NUTTER:  Let me ask one

       13      question that we went by a good while ago.

       14      When the decision was made back on December

       15      12th, was there ever any outreach, private

       16      back channel, any other form of communication

       17      with the City of Philadelphia to let us know

       18      that the decision had been made.

       19               MR. SCHAENGOLD:  I don't believe so.

       20               COUNCILMAN NUTTER:  Why is that?

       21      I'm now not speaking of myself.  I'm actually

       22      talking about the Mayor, Mayor Street, and

       23      City Administration.  Why wouldn't you tell

       24      the City?

       25           MR. SCHAENGOLD:  The only excuse I have
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        2     is the time frame was so short that we did not

        3     communicate this decision in a manner that was

        4     appropriate.  But we did not communicate this

        5     to anyone in City government until the night

        6     before and the next day.

        7               COUNCILMAN NUTTER:  Can you provide

        8      to the Chair documents with regard to the

        9      financials for the Philadelphia system by

       10      hospital for the last five years, profits,

       11      losses, all financial statements?

       12               MR. SCHAENGOLD:  Yes.

       13               COUNCILMAN NUTTER:  So you'll give

       14      us the last five years financials for each

       15      hospital?

       16               MR. SCHAENGOLD:  Yes.

       17               COUNCILMAN NUTTER:  In response to

       18      some questions from Representative Manderino,

       19      you indicated you have not put together a

       20      closure plan as of yet.  Why is that?

       21               MR. SCHAENGOLD:  We did put together

       22      closure plan.  We did not communicate it to

       23      the State.

       24               COUNCILMAN NUTTER:  So you have a

       25      closure plan?
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        2               MR. SCHAENGOLD:  Yes.

        3               COUNCILMAN NUTTER:  When do you plan

        4      to submit it?

        5               MR. SCHAENGOLD:  Tomorrow.

        6               COUNCILMAN NUTTER:  And what were

        7      you waiting for?

        8               MR. SCHAENGOLD:  We did not want to

        9      be hauled into court again for contempt.  We

       10      thought that it would be in our best interest,

       11      everybody's best interest, that we don't do

       12      anything that looks like we were accelerating

       13      the closure process.

       14               COUNCILMAN NUTTER:  But now you're

       15      going to file it tomorrow?

       16               MR. SCHAENGOLD:  The Department of

       17      Health has asked for it, and we will notify

       18      the judge and others that we're honoring the

       19      Department of Health's request.

       20               COUNCILMAN NUTTER:  Well, the

       21      Department of Health is trying to make sure

       22      that you're in compliance with the statute

       23      regarding 90-day notice, which allows the

       24      Department 90 days to monitor what's going on.

       25      You've announced in December that you're
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        2      closing, and I think using March 31st as the

        3      date, that will certainly not provide the

        4      Department the opportunity for its regulated

        5      process of a 90-day oversight, so I think you

        6      have a bit of scheduling problem in that

        7      regard.  Though I'm sure they'll take that up

        8      with you on their own.

        9               Councilman DiCicco added to the

       10     record, and Councilwoman Tasco raised as well,

       11     the issue of collaboration with other

       12     institutions.  You've made reference on a

       13     number of occasions that no one has stepped

       14     forward to talk about possible use of the

       15     facility.  Isn't it true, or didn't I read in

       16     the paper at some point in time of some

       17     pronouncement from the company or your lawyers

       18     that initially the company was not expecting or

       19     anticipating or even taking the position that

       20     you would sell the hospital to another entity

       21     or another provider; isn't that true?  Didn't I

       22     read that somewhere?

       23               MR. SCHAENGOLD:  I don't know what

       24      you're referring to.  I think we had always

       25      assumed that no one would come forward.  But
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        2      Mr. Fetter commented to Governor Rendell --

        3               COUNCILMAN NUTTER:  Mr. Schaengold,

        4      my father used to tell me a lot about assume.

        5      You know what assume does, right?

        6                MR. SCHAENGOLD:  Well, I'm sure

        7      you'll tell me.

        8               COUNCILMAN NUTTER:  I'm not going to

        9      tell you on the record.  Maybe your counsel

       10      would like to share it with you or I can tell

       11      you across the table.  I don't talk like that

       12      in a public form, unless you really take me

       13      over the edge.

       14               I mean, you've made a lot of

       15      assumptions, actually.  You've assumed that no

       16      one would want the facility.  You've assumed

       17      that you could not turn it around.  You've

       18      assumed that there was no model that would

       19      work.  You didn't talk to anybody about

       20      anything.  You didn't consult with anyone

       21      about anything because somehow, some way, you

       22      guys have captured the market on intelligence

       23      and insight and you know this market so well

       24      and you know everything about Philadelphia so

       25      well that no one else could possibly work with
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        2      you to figure anything out.  Has nothing been

        3      learned over the past few months, if not the

        4      past couple years?

        5               And I understand you haven't been

        6     here that long, but there are a number of

        7     people who have been around this system and in

        8     this system for some time who I'm sure could

        9     have told you, probably did tell you, that

       10     there were other ways to function and operate

       11     other than, again, a group of people getting

       12     together in Dallas over a three-day period of

       13     time and just deciding to close this particular

       14     facility.  So why don't we stop at this point

       15     in making assumptions.

       16               So why don't we have a clear record.

       17     What is the company's position about either

       18     selling the facility to another potential

       19     provider, working with either the City of

       20     Philadelphia, the Commonwealth of Pennsylvania,

       21     the government of the United States of America,

       22     Delaware Valley Healthcare Council and other

       23     healthcare providers in this City to see what

       24     type of health services might be viable without

       25     solely relying on the incredible intelligence
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        2     within the company?  What's your position?

        3               MR. SCHAENGOLD:  We have announced

        4     our intention to close MCP on March 31.  We

        5     also have made it very clear that if someone

        6     wants to come forward and acquire the facility

        7     and operate it as an acute care facility we

        8     would be happy to talk to them.  We would be

        9     happy to lease the facility to the City of

       10     Philadelphia so they can run it as an acute

       11     care facility.  I think we've been very clear

       12     about that.

       13               COUNCILMAN NUTTER:  What steps have

       14      you taken to do any outreach?  Tell me what

       15      health systems you've been in touch with, tell

       16      me what conversations you've had to put

       17      forward those ideas.

       18               MR. SCHAENGOLD:  We have not

       19      contacted anyone.  Everyone in the industry is

       20      aware that this property is available.

       21      Everyone in this community, any other health

       22      system, is aware that MCP is available.

       23           COUNCILMAN NUTTER:  So until someone

       24     comes over to the clothes pin building and

       25     tells you that they want to do something,
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        2     you'll just sit there, let the closure happen?

        3     And then what?  Then what?

        4               MR. SCHAENGOLD:  Then we will

        5      continue to operate our five properties in

        6      this market in a successful manner.

        7               COUNCILMAN NUTTER:  What do you

        8      propose to do with the little piece of real

        9      estate up there at 3300 Henry Avenue?

       10               MR. SCHAENGOLD:  Well, we would like

       11      to work with the City, the State, private

       12      developers to turn that property into whatever

       13      is deemed appropriate.

       14               COUNCILMAN NUTTER:  Well, you've

       15      started things well with the City; I can tell

       16      you that.

       17               Tell us about the conversation

       18      yesterday.

       19               MR. SCHAENGOLD:  A conversation

       20     yesterday?

       21               COUNCILMAN NUTTER:  You had a

       22      conversation, it's our understanding, or a

       23      meeting with the City yesterday?

       24               MR. SCHAENGOLD:  Yes.

       25               COUNCILMAN NUTTER:  What was the
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        2      nature of that discussion.

        3               MR. SCHAENGOLD:  Just to talk about

        4      the potential impact on emergency services

        5      within the community.  And we also addressed

        6      the way we communicated this, which has

        7      happened regularly over the past six weeks.

        8               COUNCILMAN NUTTER:  What's the

        9      impact on Drexel and PCOM as it relates to

       10      medical students or residents or others who

       11      are trying to get an education and go through

       12      the process?  What happens to all of those

       13      people?

       14               MR. SCHAENGOLD:  With regards to

       15      PCOM, those are relationships on a

       16      year-to-year basis, and we have rotations of

       17      PCOM residents at several of our hospitals.

       18      And obviously, there won't be any rotations at

       19      MCP.  And they will have to find other

       20      locations for those residency rotations.

       21               In Drexel's case, we are obligated

       22      to help Drexel find other places where the

       23      residents and students would be relocated and

       24      rotated through.

       25           COUNCILMAN NUTTER:  I'm going to yield on
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        2     that.  My colleague had a question, so I yield

        3     to the Chair.

        4               COUNCILMAN GOODE:  Councilman Ramos.

        5               COUNCILMAN RAMOS:  Thank you, Mr.

        6      Chairman.

        7               Mr. Schaengold, there was one

        8      statement that you made about 10 minutes ago

        9      that I concur with, and that is that there's a

       10      bigger problem in this country and this City

       11      with a broken healthcare system.  Those were

       12      your words, and I agree with that assessment.

       13      I know that because when you closed down

       14      Parkview Hospital last summer as I had just --

       15      I had just won a primary.  I was not an

       16      elected official.  And I found myself quite

       17      powerless in trying to respond to the many

       18      anxieties and concerns of the people who were

       19      affected by the closing.  And I brought up the

       20      issue that this is an issue that we're going

       21      to have to speak further with other government

       22      entities at all levels, including Washington

       23      and healthcare providers because these

       24      hospitals are closing up in neighborhoods

       25      where people need healthcare.  Most don't have
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        2      the financial whereabouts to provide their own

        3      healthcare.

        4               Does that one dollar offer go for

        5      Parkview Hospital as well.

        6               MR. SCHAENGOLD:  Absolutely.  I will

        7     tell you that in that situation, again, no

        8     buyers came forward who wanted to operate that

        9     acute care facility.

       10               COUNCILMAN RAMOS:  I know about two

       11      entities that have visited me in the last few

       12      weeks, that I've been on honored to serve on

       13      this City Council, on assisted living

       14      facilities, so I will send them your way.  I

       15      told them I knew about Parkview.  So I can

       16      send them your way?

       17               MR. SCHAENGOLD:  That is correct.

       18               COUNCILMAN RAMOS:  What are you

       19      going to do with all the people that are going

       20      to lose their jobs at MCP?  Can you guarantee

       21      them work in any of your five other hospitals?

       22               MR. SCHAENGOLD:  We would like to

       23      place as many of those employees at our other

       24      facilities.  Unfortunately, as a result of the

       25      litigation that is under way, we have been
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        2      prohibited from holding job fairs or having

        3      other health systems come in and offer jobs to

        4      our employees.  So we are restricted to simply

        5      responding to inquiries from our employees.

        6      Once we can get through this litigation, then

        7      we will conduct our usual process of job

        8      fairs, recruitments, and placements at other

        9      institutions.  Right now, we're not doing

       10      anything that would subject us to the

       11      allegation that we are accelerating closure.

       12               COUNCILMAN RAMOS:  Once the

       13      litigation is over with, I would want you to

       14      give priority to those who lost their jobs at

       15      MCP and your other facilities.

       16               MR. SCHAENGOLD:  Absolutely.  They

       17      always do and would.

       18               COUNCILMAN RAMOS:  And you're making

       19      that commitment; is that what I'm hearing?

       20               MR. SCHAENGOLD:  Yes, sir.

       21               COUNCILMAN RAMOS:  I found quite

       22      interesting that in your prepared text, it

       23      says here that -- correct me if I'm wrong --

       24      but it kind of implies that the people in the

       25      immediate area of MCP didn't really need you,
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        2      didn't need MCP.  It says here, "While we

        3      appreciate the concerns of the community

        4      following our announcement, our data shows

        5      that approximately 94 percent of the area

        6      residents who require hospital admission have

        7      their healthcare needs met at other

        8      hospitals."  In other words, over 9 out of 10

        9      people who live in the same or adjacent zip

       10      codes to MCP go to other hospitals.  Is that

       11      what you're implying, that the hospital is

       12      really is not providing a whole lot of medical

       13      care to the people in the immediate area?

       14               MR. SCHAENGOLD:  When we --

       15               COUNCILMAN RAMOS:  That's what you

       16      say here.

       17               MR. SCHAENGOLD:  Yes.  Absolutely.

       18      When we look at each hospital's primary

       19      service area, that is the area from which 70

       20      percent of its admissions come from.  When we

       21      look at MCP's zip code and adjacent zip codes,

       22      MCP has the fifth largest market share in its

       23      own primary service area.  There are more

       24      citizens in those zip codes who receive their

       25      care from Albert Einstein, Temple, Penn and
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        2      Mercy than they do from MCP.

        3               COUNCILMAN RAMOS:  I'd like to ask

        4     the distinguished Councilman from the district

        5     where MCP is located if he can -- if I can

        6     defer to him just for a minute and see if that

        7     is in fact, in your judgment, Councilman

        8     Nutter?

        9               COUNCILMAN NUTTER:  Thank you,

       10      Councilman Ramos.

       11               The numbers that Mr. Schaengold is

       12      providing, which I don't know whether the

       13      exact figures that he just laid out are

       14      anywhere in his testimony, but I think my

       15      initial response is I've never seen the data

       16      that he makes reference to.  But I guess I

       17      would just have to say that if the people in

       18      the neighborhood didn't care about the

       19      hospital, I don't think that you'd have the

       20      kind of reaction that you've had, the court

       21      cases, the vigils, the protests, the

       22      demonstrations.

       23               (Applause.)

       24               COUNCILMAN NUTTER:  And I think, Mr.

       25      Schaengold, you are on the thinnest of ice in
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        2      terms of further insult to this community.

        3      This is not just a discussion about numbers.

        4      This is a discussion about people.  It's about

        5      their lives.  It's about what they need.

        6               (Applause.)

        7               COUNCILMAN NUTTER:  And if every

        8      conversation is just going to become a

        9      financial discussion or an accountant's

       10      jumping through hoops of debits and credits

       11      and loss carry forwards and what year you book

       12      a loss in and all those kind of discussions,

       13      then I've got to tell you it's just going to

       14      be rough if you plan to continue to operate

       15      healthcare institutions in this market.  We

       16      don't have this kind of discussion, we don't

       17      have this kind of relationship with any of the

       18      other fine institutions in the City of

       19      Philadelphia.

       20               Now, I read --

       21               COUNCILMAN RAMOS:  Michael, can I

       22      wrap up.

       23               COUNCILMAN NUTTER:  Yes.

       24               Let me just put on the record here,

       25      I have a copy of a speech by Mr. Fetter that
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        2      he delivered to the shareholders on July 23rd,

        3      2003.  I don't know if you have a copy of his

        4      speech.  I don't know if you were there.  The

        5      City wanted to address Tenet's issues, past

        6      and present.

        7               "We have committed these past

        8     several months to confronting our issues head

        9     on.  This has included a focus on new

       10     leadership, a new culture and a new tone.  We

       11     have new leadership in virtually every area of

       12     the company.  We are building on the culture of

       13     service and team work that is well established

       14     in our hospitals and taking it right to the

       15     top.  I have stressed that Tenet's culture will

       16     rest on a foundation of ethics and compliance.

       17     And we've set a new tone.  The tone is

       18     transparent, it is accessible and it is

       19     confident without being arrogant."

       20               Were you there for that speech, Mr.

       21     Schaengold?

       22               MR. SCHAENGOLD:  No.

       23               COUNCILMAN NUTTER:  Would you like a

       24      copy of the speech?  Because obviously, you

       25      don't understand how to function and operate
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        2      in this market and how to talk to us in a way

        3      that makes some sense.  So I'm going to

        4      suggest to you again, if you want to continue

        5      to legitimately operate and have some kind of

        6      a semblance of a relationship with the local,

        7      state and federal government, do not come to

        8      this Council Chamber and insult us with,

        9      "Well, they go other places," or "The

       10      neighborhood doesn't need it," or "They're

       11      seeking healthcare somewhere else, and so we

       12      book the loss in 2003.  They'll go on.  Those

       13      people will go and find healthcare somewhere

       14      else, but we're not going to deal with it

       15      because it doesn't fit in with now our core

       16      five hospitals," which is maybe where the

       17      company wanted to be in the first place, but

       18      the federal judge and the bankruptcy court

       19      wouldn't let you do it.  But I'm going to say

       20      to you, sir, very seriously and very directly,

       21      if there is a new tone and a new attitude

       22      without arrogance, I'd ask you to adopt it.

       23               (Applause.)

       24               COUNCILMAN NUTTER:  I think my

       25      colleague was wanting to ask a question.
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        2               COUNCILMAN GOODE:  The Chair

        3      recognizes Councilman Ramos and then

        4      Councilman Rizzo.

        5               COUNCILMAN RAMOS:  Mr. Schaengold,

        6      if you would be so kind as to provide this

        7      Committee the data that you refer to in this

        8      paragraph that indicates that 94 percent of

        9      the people in that area really don't need the

       10      presence of MCP, I would like to see the data,

       11      because I share the emotions at this time as

       12      those expressed by my colleague, Councilman

       13      Nutter.

       14               In December of 2002, was MCP a

       15      financially viable institution, in your

       16      judgement?

       17               MR. SCHAENGOLD:  It was basically a

       18     break-even institution.  I wasn't here in 2002,

       19     so I'm not sure how viable it would have been,

       20     but certainly it would have been one of our

       21     worst performing institutions.

       22           COUNCILMAN RAMOS:  I know this has to be

       23     a coincidence -- but it might not be.  On the

       24     same date a year before, on December 18th of

       25     the year 2002, the Philadelphia Business
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        2     Journal announced that you bought Roxborough

        3     Hospital, and that you bought Roxborough

        4     Hospital for $24 million and that Roxborough

        5     generated a net revenue of $45.5 million in

        6     fiscal 2002.  It makes me believe that, one,

        7     that the decisions are driven by business costs

        8     because if you sold -- you correct me -- if you

        9     saw that MCP down the road from Roxborough

       10     Hospital was losing money, you might have then

       11     wanted to buy Roxborough Hospital because it

       12     was making money and you got a good price for

       13     it as well.

       14               Did the financial problems of MCP

       15      play a role in you buying a hospital that was

       16      making some profit?

       17               MR. SCHAENGOLD:  Roxborough was not

       18     making profit.  That net revenue number of

       19     $45 million is that sales number we keep

       20     talking about.  That's just the amount of

       21     activity that Roxborough was generating.  But

       22     Roxborough was almost on the verge of

       23     bankruptcy.  The reason we acquired Roxborough

       24     is because our hope was that primary care

       25     patients seen within the Roxborough system
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        2     could then be referred to MCP for sub-specialty

        3     care.  That was the reason for acquiring

        4     Roxborough.  But it was not a profitable

        5     hospital when we bought it.

        6               COUNCILMAN RAMOS:  So the financial

        7     problems of MCP did not play a role?

        8               I'm not a businessman, but I have

        9      family members that are, and I've seen one

       10      uncle on one occasion had a couple small

       11      businesses.  One was doing poorly and he said,

       12      "Well, there's an opportunity over here.  I'm

       13      going to go buy that store over there and I'll

       14      just close this store later on."

       15               Is that your thinking in providing

       16      healthcare?

       17               MR. SCHAENGOLD:  The strategy was to

       18     build a system that would support, in fact,

       19     MCP, not detract from MCP.  As it turned out,

       20     it didn't work.  Our patients from the

       21     Roxborough area did not gravitate to MCP.  They

       22     continued to gravitate to Hahnemann and other

       23     facilities.  So as it turned out, we were

       24     really wrong in our assumption that you could

       25     move specialty care to MCP.  But we acquired
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        2     Roxborough for the purpose of strengthening

        3     MCP's position in the marketplace.

        4               COUNCILMAN RAMOS:  In December 2002

        5     were you thinking while you were buying

        6     Roxborough Memorial of the possibility of --

        7     were you thinking of closing MCP already, the

        8     year before?

        9               MR. SCHAENGOLD:  Absolutely not.

       10               COUNCILMAN RAMOS:  Thank you, Mr.

       11      Chairman.  That's all the questions I have.

       12               COUNCILMAN GOODE:  The Chair

       13      recognizes Councilman Rizzo and then

       14      Representative Manderino.

       15               COUNCILMAN RIZZO:  Thank you, Mr.

       16      Chairman.

       17               Yesterday in the mail, I assume

       18      because I'm patient of MCP, I received a

       19      letter telling me -- maybe you can paraphrase

       20      the letter -- about an alternative facility

       21      for the patients of MCP.  I got it in the mail

       22      just yesterday, and I didn't read it

       23      thoroughly.  Could you explain that letter?

       24               MR. SCHAENGOLD:  I don't know what

       25     letter you're referring to.  I don't believe it
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        2     came from us.

        3               COUNCILMAN RIZZO:  I believe it did.

        4               MR. SCHAENGOLD:  Honestly, I don't

        5      know what --

        6               COUNCILMAN RIZZO:  Could you have

        7      somebody check about this today, maybe make a

        8      phone call?  I got a letter yesterday --

        9           MR. SCHAENGOLD:  To your home?

       10           COUNCILMAN RIZZO:  To my home, as a

       11     patient of the hospital explaining -- and

       12     again, I read this quickly -- that there would

       13     be an alternative location in the very near

       14     future identified for care.  So maybe you could

       15     check.

       16               MR. SCHAENGOLD:  We'll find out.

       17               COUNCILMAN RIZZO:  I believe it was

       18      a letter yesterday.

       19               MS. ZURZOLO:  If you can give me a

       20      copy of it, I can research it back.  But we

       21      will check it to see what, if anything, it

       22      could be.  I don't know of any such letter.

       23           COUNCILMAN RIZZO:  It was suggesting that

       24     there was going to be some other location

       25     selected, maybe it was a practice within the
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        2     facility.  I don't know.

        3               MR. SCHAENGOLD:  It could have come

        4      from an individual physician.

        5               COUNCILMAN RIZZO:  I believe it had

        6      your logo on it.

        7               MR. SCHAENGOLD:  Well, we have

        8      physicians that are practicing in that site.

        9      But we will follow-up and check.

       10               COUNCILMAN RIZZO:  There was a

       11      communication yesterday -- thank you.  I

       12      appreciate that.  Because coming to this

       13      hearing and reading it quickly, I assumed that

       14      there was going to be some good news today.

       15               MR. SCHAENGOLD:  We didn't mail one,

       16      but we will try to find out what that letter

       17      is.

       18               COUNCILMAN GOODE:  Representative

       19      Manderino.

       20               REPRESENTATIVE MANDERINO:  I believe

       21      I heard you correctly, Mr. Schaengold, when

       22      you said you purchased Roxborough with the --

       23      the intent behind the purchase of Roxborough

       24      was you thought that it would feed to the

       25      specialists at MCP, and in fact that didn't
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        2      happen.  So my next logical question is, So

        3      what does that do to the value of Roxborough

        4      Hospital within your system, if the purpose of

        5      buying Roxborough was to be a feeder for MCP,

        6      which doesn't exist in your perceived new

        7      structure?

        8               MR. SCHAENGOLD:  Well, what has

        9     happened at Roxborough is more specialists have

       10     joined their medical staff.  Roxborough's

       11     census has increased, and Roxborough is

       12     beginning to perform independent of our

       13     original intention and, in our opinion, is

       14     going to serve us well as a community hospital

       15     in the Roxborough area.  And they are sending

       16     specialty care patients to Hahnemann.

       17               REPRESENTATIVE MANDERINO:  Is there

       18      any capacity within the Roxborough Hospital

       19      for expanded emergency room care?

       20               MR. SCHAENGOLD:  That's difficult to

       21      say.  It is a very tight box, or building.  I

       22      don't know what its ER expansion is at this

       23      time.

       24           REPRESENTATIVE MANDERINO:  Is there any

       25     capacity within that system for adding a trauma
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        2     center?

        3               MR. SCHAENGOLD:  No.  We would not

        4      add a trauma center to Roxborough.  There are

        5      already five trauma centers with very close

        6      proximity.  We are opening trauma service

        7      tomorrow morning at 7 a.m. at Hahnemann.  We

        8      now have sufficient physician coverage to do

        9      so, and we've been given the green light by

       10      the Trauma Foundation to do so.

       11               REPRESENTATIVE MANDERINO:  Hahnemann

       12      is in Center City.  MCP is in Northwest

       13      Philadelphia.  MCP is the only trauma center

       14      in Northwest Philadelphia.  The next closest

       15      ones are Lankenau out in Montgomery County or

       16      Temple in North Philadelphia.  Am I not

       17      correct about that?

       18               MR. SCHAENGOLD:  Albert Einstein.

       19               REPRESENTATIVE MANDERINO:  And

       20      Temple in North Philadelphia.  Lankenau is

       21      not.  Because people from Lankenau, I believe,

       22      were coming in from MCP for trauma centers.

       23      So now folks from Lankenau are going to come

       24      to North Philadelphia for trauma services or

       25      Center City for trauma services or West
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        2      Philadelphia for trauma services?

        3               MR. SCHAENGOLD:  Correct.

        4               REPRESENTATIVE MANDERINO:  Point of

        5      order, Mr. Chairman.

        6               I have questions also that I would

        7      like to direct to Dr. Klasko at Drexel, and I

        8      don't know if you were taking him in a

        9      different order or if I should proceed.

       10               COUNCILMAN GOODE:  We're actually

       11     about to move to the testimony from Drexel.

       12               REPRESENTATIVE MANDERINO:  Very

       13      good.

       14               COUNCILMAN GOODE:  We'll just ask

       15      you to pose your questions and then have him

       16      respond to the questions and offer abbreviated

       17      testimony.

       18               REPRESENTATIVE MANDERINO:  Very

       19      good.  Thank you.

       20               Thank you for being here, Dr.

       21      Klasko.

       22               DR. KLASKO:  Thank you.

       23               REPRESENTATIVE MANDERINO:  I'm just

       24      trying to follow the money.  It seems to me

       25      that everyone keeps trying to make the money
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        2      flow to Tenet.  And Tenet says, no, the money

        3      flows to Drexel.  So help me follow the money,

        4      particularly from the state level as it flows,

        5      whether it's through non-preferreds or any

        6      other factor than -- or the $50 million that

        7      was part of the first deal that people keep

        8      referring to.  Help me follow the flow of

        9      money to Drexel and how it does or doesn't at

       10      all interact with services provided in the

       11      Tenet system.

       12               DR. KLASKO:  Thank you.  I think it

       13      would be worthwhile to talk a little bit about

       14      a medical school versus a hospital.  We had a

       15      clinical research in education mission --

       16               COUNCILMAN GOODE:  Dr. Klasko, have

       17      you been paying attention?

       18               DR. KLASKO:  Yes.

       19               COUNCILMAN GOODE:  I think you

       20      should answer the Representative's question

       21      and then proceed with your abbreviated

       22      testimony.

       23           DR. KLASKO:  Okay.  The flow of money

       24     that goes to Drexel would be to handle the

       25     clinical education and research mission of the
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        2     medical school, which is totally separate from

        3     the operations and owning of a hospital.  The

        4     reality is that only 40 percent of our medical

        5     students' clinical rotations currently occur at

        6     Tenet hospitals.

        7               REPRESENTATIVE MANDERINO:  It was my

        8      understanding from a meeting that I attended a

        9      couple of weeks ago, which you were in

       10      attendance, convened by Senator Specter where

       11      I -- and it was probably just a lack of

       12      knowledge on my understanding prior to that.

       13      But I learned at that meeting that all of the

       14      physicians are not employees of Tenet, but

       15      they are employees of Drexel.  Is that because

       16      they are also faculty of the medical school,

       17      or is that regardless of whether they're

       18      faculty of the medical school?

       19               Explain to me the employment

       20      relationship of the physicians to Drexel,

       21      whether they're at MCP or Hahnemann.

       22               DR. KLASKO:  The medical staff of

       23     MCP, approximately 85 percent of them are

       24     full-time faculty of Drexel University.  And

       25     the reality is I am one of them.  I have an
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        2     ob/gyn practice at MCP.  We have continued to

        3     provide care for that community.

        4               At Hahnemann about 50 percent of the

        5      medical staff are full-time faculty of Drexel

        6      University.  A full-time faculty means that we

        7      employ them.  We pay their salaries.  Their

        8      revenues come in to us.  Many of the

        9      volunteers are also faculty members, but we do

       10      not employ them.

       11               REPRESENTATIVE MANDERINO:  So when

       12     you said to me the state money flows into

       13     Drexel for the medical school for clinical

       14     research --

       15               DR. KLASKO:  And education.

       16               REPRESENTATIVE MANDERINO:  Okay.

       17      That has nothing to do with the payment of the

       18      doctors for health services provided to

       19      patients in Tenet's hospitals.

       20               DR. KLASKO:  It has nothing to do

       21      with the operation of a hospital.  Obviously,

       22      the clinical mission -- and there's been a lot

       23      of testimony today about the difficulty of

       24      running an academic clinical mission in an

       25      underserved area.  We continue -- and I want
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        2      to say this again -- we continue to have the

        3      exact same group of people taking care of

        4      those patients, even though the hospital is

        5      closing.

        6               The letter that Councilman Rizzo

        7     refers to is a letter that came from Drexel

        8     University physicians to all of our patients,

        9     talking about what we were going to do, what

       10     alternatives were going to be available for the

       11     care of patients.

       12               REPRESENTATIVE MANDERINO:  What did

       13     that letter say?  Go to Hahnemann?

       14               DR. KLASKO:  No, not at all.  The

       15      reality is we are not the hospital.  The

       16      reality is that nothing has changed, not one

       17      thing has changed since November as it relates

       18      to Drexel University physicians.  We have

       19      offices at MCP.  We have offices at Andorra.

       20      We have offices in Manayunk.  We see the

       21      patients that need to be seen.  We haven't

       22      referred any primary care patients to

       23      different areas to this site to this point.

       24           COUNCILMAN GOODE:  Representative

       25     Manderino, would you yield to Councilman Rizzo?
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        2               REPRESENTATIVE MANDERINO:

        3               Certainly.

        4               COUNCILMAN RIZZO:  For the record

        5     again, could you please restate this letter

        6     that I received?  What letterhead was it on?

        7               DR. KLASKO:  My understanding, if

        8      it's the same letter, we sent out a letter

        9      yesterday to our patients -- remember, Tenet

       10      doesn't have any physicians, doesn't employ

       11      any physicians at MCP.  The physicians at MCP

       12      are either privately employed, like any other

       13      physician, or are a part of PCOM or part of

       14      Drexel University physicians.  We have been

       15      constantly communicating with our physicians

       16      through the strike and through this closure so

       17      that they understand they'll have places to

       18      go.

       19               We sent a patient letter out

       20      yesterday.  I'm not sure, Councilman Rizzo, if

       21      that's the one you got.  We appreciate that

       22      you're a patient, but we sent a letter out

       23      yesterday talking about what we were doing to

       24      continue to provide care for the East Falls

       25      community through this difficult time and
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        2      through the whole closure piece.  We have

        3      offices in Andorra, as I said.  We have

        4      offices in Manayunk.  And we're looking for

        5      ways to continue to care for the East Falls

        6      community, regardless of a hospital staying

        7      open.

        8               COUNCILMAN RIZZO:  And Tenet

        9     wouldn't know about this letter?

       10               DR. KLASKO:  Tenet runs a hospital.

       11      We are not part of the same system.  Tenet

       12      runs MCP Hospital and Hahnemann Hospital, as I

       13      said, and that's where some of our physicians

       14      practice.  So the answer is that, obviously,

       15      Mr. Schaengold didn't know about that.  If

       16      he's not a patient, there's probably no reason

       17      that he would.

       18               REPRESENTATIVE MANDERINO:  I'm not

       19      the dumbest cookie on the block; I don't claim

       20      to be the smartest one either, but I really am

       21      having trouble understanding.  There was

       22      $50 million put together at the beginning, I

       23      believe from the State, to entice Drexel, and

       24      everyone thinks you were the savior and you

       25      were the savior of our medical school.  So
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        2      Drexel came in with a lot of arm twisting and

        3      $50 million to save medical education at these

        4      two institutions when Tenet was buying the

        5      hospital system and wasn't interested in

        6      running the medical schools.  Are my facts

        7      right so far?  I mean, was there not

        8      $50 million part of the Drexel deal for Drexel

        9      to take over operation of the medical schools?

       10               DR. KLASKO:  I'm not sure of the

       11      exact number.  But the reality is that with

       12      Allegheny going bankrupt, they were losing

       13      close to a million dollars a day.  That

       14      million dollars included hospital operations.

       15      That million dollars included the educational

       16      mission of training 1,000 medical students.

       17               REPRESENTATIVE MANDERINO:  I'm not

       18      disagreeing with you.  But at that point you

       19      severed hospital operations -- at least that's

       20      part of what you're telling us today.  You

       21      severed hospital operations from medical

       22      school operations, and the $50 million was for

       23      medical school operations.  But medical school

       24      operations is also physician services, 85

       25      percent of which are at the hospitals, That if
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        2      the faculty wasn't there, the hospitals

        3      wouldn't have staff.  And so am I wrong in

        4      thinking that the money is flowing into

        5      providing healthcare services to people?

        6               DR. KLASKO:  Certainly some of the

        7     money went into that, right.

        8               REPRESENTATIVE MANDERINO:  Now, if

        9      MCP as a hospital doesn't exist, is there not

       10      some agreement -- or tell me, is there an

       11      agreement between Drexel, the university

       12      entity that runs the medical schools, and

       13      Tenet, the hospital entity that owns two

       14      medical teaching hospitals, with regard to

       15      what happens if there's closure of one of

       16      those or both of those medical teaching

       17      hospitals?  Is there an agreement that exists?

       18               DR. KLASKO:  There is an academic

       19      affiliation agreement which happened in 1998,

       20      which again was revised, I believe, in 2001,

       21      which governs Tenet's responsibilities to

       22      Drexel should they decide to close either

       23      Hahnemann or MCP.

       24           REPRESENTATIVE MANDERINO:  What is

       25     Tenet's obligation to Drexel in this instance
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        2     since they're deciding to close MCP?

        3               DR. KLASKO:  Their specific

        4      obligations relate to our students and to our

        5      faculty and staff.  And basically becomes --

        6      in essence, the agreement specifies that they

        7      would have to give us a certain period of

        8      notice.  In this case, we got a one-day

        9      notice, which is a similar notice to the

       10      Councilman.

       11               REPRESENTATIVE MANDERINO:  Was that

       12      the agreed to notice in the agreement.

       13               DR. KLASKO:  No.  They would have

       14      to -- I forget exactly what it was, but maybe

       15      a two-year notice.  It was understood that

       16      that probably wouldn't happen.  And it

       17      specifies what they will have to do to help us

       18      rearrange students and rearrange faculty and

       19      rearrange staff.

       20               REPRESENTATIVE MANDERINO:  What do

       21      they have to do?

       22           DR. KLASKO:  Basically, cover the cost

       23     that we can continue to have faculty after the

       24     closure of MCP so that we can continue to care

       25     for the people that we care for.



                                                          247

        1             012904 - COMMERCE - RES. 040046

        2               REPRESENTATIVE MANDERINO:  And has a

        3      plan for that been developed and has a price

        4      tag been put on it, and if so, what is it?

        5               DR. KLASKO:  The plan is being

        6      developed.  It's probably what I spend most of

        7      my time doing, looking at what's in the best

        8      interest of that community, of our students,

        9      residents, faculty, staff.  We're recruiting

       10      residents right now and we're going to lose a

       11      significant amount of residency slots.  So

       12      these are all things that we have to look at

       13      with the closure of MCP.  We have continued to

       14      provide every single bit of primary care

       15      service to our community, to that community,

       16      to that underserved community, through this

       17      period of time.

       18               REPRESENTATIVE MANDERINO:  So help

       19      me again.  Remember, I'm following the flow of

       20      the money.

       21               Has a price tag been put on this and

       22      what's the price tag and what does it mean to

       23      you and what does it enable you to do, or what

       24      doesn't it mean to you and what doesn't it

       25      enable you to do?
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        2           DR. KLASKO:  The price tag has not been

        3     put on it yet.  What it will enable us to do is

        4     to continue to operate as a medical school

        5     because we have to find clinical rotations for

        6     a thousand medical students, of which about 300

        7     or 400 at any one time -- 300 or 400 total did

        8     rotations through MCP.  At any one time, there

        9     are probably 40 or 50 medical students.  So it

       10     will allow us to do that.   It will allow us to

       11     keep our faculty, and Tenet will have to pay

       12     with the understanding that if I were to let

       13     any faculty go, I would need to give them a

       14     good period of time to take care of their

       15     patients and move to wherever they were going

       16     to go.  So it allows for that also.

       17               REPRESENTATIVE MANDERINO:  We now

       18      have this entity, the Healthcare Foundation.

       19      That's the one that all this money flows

       20      through; is that correct?

       21               DR. KLASKO:  Yes.

       22               REPRESENTATIVE MANDERINO:  Then

       23      that's the entity that got the first

       24      $50 million and that's the entity that gets

       25      the non-preferred appropriations from the
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        2      state, or they're one in the same.

        3               DR. KLASKO:  That is our

        4      corporation.  It's our governing board.

        5               REPRESENTATIVE MANDERINO:  Okay.  So

        6      the initial state money that went into kind of

        7      making this deal happen and then the

        8      continuing state appropriations that go to the

        9      entity is going to this Healthcare Foundation?

       10               DR. KLASKO:  Again, for operations

       11      related to the medical school, that's correct.

       12               REPRESENTATIVE MANDERINO:  Correct.

       13      That foundation entity at the end of the day,

       14      if MCP closes and Drexel has two medical

       15      schools and -- right, you're still going to

       16      have MCP Medical School --

       17               DR. KLASKO:  No.  There's only  --

       18               REPRESENTATIVE MANDERINO:  Two

       19      campuses?

       20               DR. KLASKO:  No.  We have actually

       21      about 18 campuses.  Our primary two campuses

       22      are MCP and Hahnemann.

       23           REPRESENTATIVE MANDERINO:  Wait.  I'm

       24     sorry.  I'm really lost.  When you're saying

       25     you have 18 campuses, you're saying places you
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        2     place residents or classrooms where you teach

        3     people?

        4               DR. KLASKO:  Let me give you exactly

        5      what goes on.

        6           The first two years of our medical

        7     students' lives are at Queen Lane.  They learn

        8     basic sciences.  Their third and fourth year is

        9     learning the clinical parts of being a doctor.

       10     Those parts of being a doctor is our only

       11     relationship on the students' side with Tenet.

       12     Forty percent of our students go through MCP

       13     and Hahnemann.  The others go to Allegheny

       14     General Hospital.  They go to lots of other

       15     hospitals.

       16               REPRESENTATIVE MANDERINO:  I don't

       17     mean to be dense here, but I was under the

       18     impression that first and second-year residents

       19     were getting education at the Queen Lane campus

       20     and there were first and second-year residents

       21     getting their classroom training at Hahnemann.

       22     That's wrong?

       23           DR. KLASKO:  No, that's wrong.  It's also

       24     not residents.  First and second-year students

       25     are all at Queen Lane.
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        2               REPRESENTATIVE MANDERINO:  So there

        3      was a merger at some point when you took over

        4      the medical schools.

        5               DR. KLASKO:  The first years of

        6      medical school are all basic science.  There's

        7      really no reason that they have to be at a

        8      hospital.  Even at Hahnemann, when there was

        9      just Hahnemann University, which is where I

       10      went to school, the first and second year was

       11      in the new college building adjacent to

       12      Hahnemann.  It was never at the hospital.

       13               REPRESENTATIVE MANDERINO:  It was

       14      not at Queen Lane?

       15               DR. KLASKO:  Queen lane wasn't

       16      available at that time.

       17               REPRESENTATIVE MANDERINO:  I think

       18      you're beyond my knowledge right now.  I

       19      thought there were students, first and second

       20      year, at Queen Lane.  Students first and

       21      second year downtown somewhere?

       22           DR. KLASKO:  No.  The students experience

       23     95 percent of it.  I want to be very accurate

       24     about that.

       25               REPRESENTATIVE MANDERINO:  That all
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        2      happened when you came in --

        3               DR. KLASKO:  No.  That actually all

        4      happened with Allegheny.  The merger of MCP --

        5      you're not really confused.  What happened is

        6      there were two discrete medical schools.

        7      Women's Medical College became MCP.  That was

        8      a discrete medical school.  Hahnemann where I

        9      went to school was Hahnemann Medical College,

       10      then Hahnemann University.  Two discrete

       11      medical schools.  They merged at some point.

       12               REPRESENTATIVE MANDERINO:  Before

       13      you?

       14               DR. KLASKO:  Well before me.  And

       15      then Allegheny came in.  So they went to being

       16      one MCP Hahnemann to Allegheny.  Then when the

       17      bankruptcy occurred, Tenet got the hospitals.

       18      Drexel managed what was then MCP-Hahnemann

       19      University.  And then last year sometime our

       20      university, in essence, Hahnemann University,

       21      merged with Drexel and became Drexel

       22      University College of Medicine.  But this has

       23      been one medical school for quite a while.

       24               One of the differentiating parts of

       25      this medical school has always been that we
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        2      don't just work at one hospital.  We don't

        3      just send our students to one hospital.  We

        4      send them throughout the state.

        5               REPRESENTATIVE MANDERINO:  I'm

        6     looking at the flow of money.  I'm looking at

        7     the state contribution.  I'm looking at the

        8     continuing appropriations from the state level

        9     and I'm looking at an entity that is going to

       10     be changed in some way, shape, or form by the

       11     closing of MCP the hospital.  And I'm saying,

       12     does this foundation end up better off

       13     financially or worse off financially as a

       14     result of this, so that I can anticipate what

       15     happens in terms of requests for assistance at

       16     the state level?

       17               DR. KLASKO:  Well, I can tell you

       18      that certainly what has happened since

       19      November has put us in a much worse situation

       20      financially from the point of view of taking

       21      care of the population of MCP.  We have not

       22      cut our costs.  We have not cut staff.  We

       23      have continued to take care of the primary

       24      care folks there, who in many cases, because

       25      of the circumstances around MCP, are not able
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        2      to be hospitalized at MCP and might go

        3      someplace else.  So if you're asking me for my

        4      perspective, what's happened since November

        5      has been certainly financially very difficult

        6      for us, and we are riding it out and we found

        7      ways to send our students to other places and

        8      we found ways to send out residents to other

        9      places and we are continuing to find ways --

       10      and that's what the letter was about -- to

       11      care for the patients of East Falls.

       12               I always see patients one day a

       13     week, but almost my entire patient population

       14     is from that community.  I'm going to have to

       15     decide where I'm going to see them.

       16               REPRESENTATIVE MANDERINO:  So then

       17     the rumor -- and I really can't attribute it to

       18     anyone, so I'm just going to call it a rumor.

       19     The rumor that is out there in the community

       20     that Drexel benefits to the tune of $33 million

       21     by this deal going down the way it is, that's

       22     just false based on -- you don't know what the

       23     heck it's based on, but there's no truth that

       24     this foundation system and the Drexel

       25     University operation of that ends up
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        2     $33 million or any kind of million in the plus

        3     column as a result of the agreement you have

        4     with Tenet should they close MCP Hospital?

        5               DR. KLASKO:  That's clearly not the

        6     case.  Again, I will say that since November

        7     when MCP started to reduce its census first in

        8     the nurses' strike, our revenue has been down

        9     by over 50 percent and our expenses have been

       10     the same.  There is nothing currently to

       11     subsidize us for that.  The affiliation

       12     agreement will only subsidize our direct cost

       13     by their decision to give us less than two

       14     years notice in closing MCP.  So by definition,

       15     there's no way that we can end up ahead.  If it

       16     doesn't cost us anything then we don't get

       17     anything.  If it costs us $30 million that we

       18     wouldn't have had to spend or that we're losing

       19     that we wouldn't have lost if MCP hadn't

       20     closed, then that probably will be what the

       21     bill is.

       22           REPRESENTATIVE MANDERINO:  So that $30

       23     million figure might have some basis if it's,

       24     we had 600 physicians and now we're only going

       25     to have 300 physicians, so 300 of those
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        2     physicians we have to buy out their severance

        3     contract and so that money goes to the

        4     physicians who we're going to not continue to

        5     employ?  Is that how the money flows?

        6               DR. KLASKO:  Well, let me give you

        7      one example.  Again, we are a university.  We

        8      teach medical students.  So we have deals with

        9      our professors that are mandated in some

       10      respects by our bylaws in the American

       11      Association of University Professors.  One of

       12      them is that I can't just tell a faculty

       13      member, you know, "I'm sorry.  Tenet closed

       14      the hospital.  Have a nice life.  You're doing

       15      research here, you're teaching students and

       16      you're seeing patients, but I'd like you to

       17      leave in a month."  I can't just do that, even

       18      if we chose to.  In many cases, I have to give

       19      them up to about 17 months notice.

       20               So if I told somebody that we didn't

       21      want them anymore for whatever reason, I will

       22      literally -- they will have to maintain

       23      themselves as a faculty member until June

       24      2005.  It might be that their revenue goes

       25      way, way down, and I might lose a couple
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        2      hundred thousand dollars on that faculty

        3      member that was doing fine before MCP's

        4      closure.  Those are the kinds of things that

        5      Tenet will make up for.  It doesn't make us

        6      any better off because our --

        7               REPRESENTATIVE MANDERINO:  Do those

        8     physicians stay employed with you, or no?  It's

        9     like a severance good-bye kind of thing?

       10               DR. KLASKO:  No.  They stay employed

       11      with us and they teach medical students, but

       12      their revenue is going to be way down.  They

       13      could go and find another job, and many of

       14      them are doing this, but with what's happening

       15      at MCP, many of our good physicians are

       16      looking for jobs in other health systems and

       17      they could go get another job, in which case

       18      our obligation to them ends.  And then Tenet's

       19      obligation to us would end.  There's

       20      absolutely no situation, frankly, where from a

       21      financial point of view this is a good thing

       22      for us.

       23           REPRESENTATIVE MANDERINO:  This will be

       24     my last question.  I appreciate the indulgence

       25     of the Chair.
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        2               Certainly there will be some

        3      attrition in faculty because you're not going

        4      to need as many.  If that's a correct

        5      assumption, how does the attrition happen?  Is

        6      there contractual relations that govern who

        7      stays and who goes?  Will it be Drexel's

        8      decision who they want to let go and who they

        9      want to try to keep or retain?  How does that

       10      all happen?

       11               DR. KLASKO:  We have added an

       12     exhaustive communication plan with our faculty,

       13     our staff, our students and our residents.  We

       14     agree with just about every one of those

       15     groups.  We've had honest discussions with

       16     every faculty member.  We've asked every

       17     faculty member to look at what their practice

       18     look like without MCP Hospital.  There are many

       19     that are looking and saying, you know, I really

       20     believed in this place and I'd like to stay

       21     with Drexel, but I think I need to move on.

       22     There are some that are coming up with plans to

       23     continue to care for the community, and we're

       24     going to try to give them the chance to do

       25     that.
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        2               So the answer is, I have about 115

        3     faculty, 215 residents and 400 student

        4     rotations that I literally -- since I found out

        5     that this was happening on December 17th --

        6     have been literally spending almost all my time

        7     looking at how we're going to replace.

        8               REPRESENTATIVE MANDERINO:  I know I

        9     said this in my last one, but since you said

       10     this in your comments about folks saying, this

       11     is how I want to continue to serve the

       12     community, if a group of Drexel physicians

       13     decide that they want to continue to serve the

       14     primary care needs of the residents in East

       15     Falls, is Drexel committed or able to -- just

       16     like you have a place up in Andorra and you

       17     have other places -- are you open to physicians

       18     saying, "Let's put one in East Falls?"  And can

       19     some of that revenue that is the result of MCP

       20     closing the hospital able to be used for that

       21     purpose?

       22           DR. KLASKO:  We would willing to talk

       23     about that.  I think that I can't go without

       24     saying what's been said many times here before,

       25     taking care of underserved patients with the
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        2     malpractice rates that exist, which are the

        3     highest in the nation, among the highest in

        4     nation, the reimbursement rates which exist,

        5     which are among the lowest in the nation, is a

        6     very, very difficult thing to do.  We do it.

        7     More than half of our patients that we see at

        8     Drexel University physicians are underserved or

        9     self-pay.  It is an incredibly difficult think

       10     to do.  So the answer is, yes, with the proper

       11     support working with the City and the State, we

       12     look forward to having that discussion about

       13     how we can continue to take care of that

       14     community.

       15               COUNCILMAN GOODE:  Thank you,

       16      Representative.

       17               Let me note for the record that also

       18      present at this hearing today is Majority

       19      Leader Jannie Blackwell.

       20               Let me say to this panel we have

       21     enjoyed conversation with you, so much that we

       22     want to bring you back next week.  In fact, we

       23     need to bring you next week because there has

       24     been several different requests for information

       25     that we need a chance to receive, review, and
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        2     then respond to.

        3               We've made our way through probably

        4     only about half of this witness list, and we

        5     thank those people who have come today to

        6     testify and we will allow them to testify if

        7     they want, but what we would prefer to do is

        8     actually recess this hearing until next

        9     Thursday at the same time, have a chance to

       10     receive the information we have requested, have

       11     a chance to bring you back, respond to that and

       12     continue this dialog and then allow people from

       13     the community to be able to respond to that

       14     information, as well.  So we think we would be

       15     better informed next week once you give us the

       16     information.

       17               At this time I'm going to ask the

       18     sponsor of the resolution to review what we

       19     have requested from you in preparation for next

       20     week's hearing.

       21               COUNCILMAN NUTTER:  Thank you, Mr.

       22      Chairman.

       23               Mr. Schaengold and anyone else with

       24      you, I'd like to put a number of requests into

       25      the record.  I would like to ask if you could
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        2      have the appropriate people take these

        3      information requests down so that you know

        4      what we're looking for.

        5               We would ask in anticipation --

        6     ladies and gentlemen, we just need a little

        7     quiet.  We're still actually in the hearing.

        8               We would ask that you would get this

        9     information to us as quickly as possible prior

       10     to next Thursday at 1:00 p.m. on February 5th,

       11     the hearing.  It would be helpful to have this

       12     information by probably Monday so that we can

       13     read it.

       14                First, we'd like copies of the

       15     reports that you're required to provide to the

       16     City under the community benefit services and

       17     the agreement with regard to Sections 8A and 8B

       18     that are required on an annual basis.  If you

       19     have submitted such reports, naturally, we'd

       20     like the copies of them.  We'd like to know who

       21     they were submitted to and when.  If the

       22     reports were submitted in conformance with the

       23     section, we'd like to know what person or

       24     persons, what department of the City government

       25     received them and whether they were approved by
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        2     the City government.

        3               I'd also like information with

        4     regard to your proposed plans for the future

        5     use of the real property, if and when MCP

        6     closes, and the actions that you've taken and

        7     the discussions that you've had with the City

        8     or other potential healthcare providers looking

        9     at proposed reuse.

       10               I mentioned to you earlier we'd like

       11     the last five years of financials for MCP and

       12     the other five hospitals showing either

       13     naturally profits or losses and any back-up

       14     documentation that goes with that.

       15               We'd like a detailed understanding

       16     of how you arrived at the $30 million loss this

       17     past fiscal year and any explanation that goes

       18     with.

       19               We'd like payer mix information,

       20     percentage of Medicare patients, Medicaid

       21     patients, private insurance, HMOs and others

       22     treated at MCP.  The hospital case index for

       23     Medicare purposes.

       24               I'd like to know the total number of

       25     doctors employed at MCP, as well as the number
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        2     who are independent contractors.  I think

        3     Representative Manderino took you through some

        4     of that information.

        5               What is going to happen to the gamma

        6     knife (ph), where or when would it potentially

        7     be relocated.

        8               I'd like to request additional

        9     detailed information with regard to the

       10     residency program and the impact again on

       11     Drexel and PCOM.  I heard a very brief answer

       12     with regard to PCOM.  I did not have a chance

       13     to explore that particular response, but I'd

       14     like to know what you're going to do to work

       15     with PCOM and their residents or students.

       16               The questions that I asked earlier

       17     were related to the MCP Governing Board.  I'd

       18     like to know any changes that have been made to

       19     the Governing Board, the date of those changes,

       20     the people who served on the Governing Board or

       21     who have served on the Governing Board, any

       22     documents, data, resolutions or other materials

       23     related to any discussions with the Governing

       24     Board with regard to the closure, or proposed

       25     closure.
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        2               I'd like a detailed written

        3     explanation of the timetable involved in

        4     leading up to the announcement of the closure,

        5     the names, titles and location and

        6     responsibilities of all individuals who were a

        7     part of the closure discussion or process going

        8     back to either the fall or the meeting in

        9     Dallas referenced on December 10th, as well as

       10     the decisions made on December 12th.  Any other

       11     data or information that we've discussed today.

       12               And we'd certainly make our

       13      transcript available as quickly as possible,

       14      although it may negatively impact on your

       15      ability to be responsive.

       16               I asked questions earlier with

       17     regard to Philadelphia Charitable Holding

       18     Cooperation, the people involved, any details

       19     or information with regard to the transfer of

       20     2900 Queen Lane to Drexel and any documents or

       21     data related to those questions.

       22               Mr. Chairman, I think at the moment

       23     that may be the extent of the questions.  I

       24     would ask with the Chair's permission if other

       25     questions do arise, that if the Chair approves,
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        2     that I be able to submit those requests for

        3     other information to the Tenet personnel under

        4     the premise that within reason we should be

        5     able to get that information prior to the

        6     hearing.

        7               COUNCILMAN GOODE:  Absolutely.

        8           We thank all those who have testified

        9     today or were prepared to testify.  We ask that

       10     you make yourselves available next week.

       11               I also thank Members of the

       12     Committee, as well as those representatives

       13     from the State Legislature and Congress.

       14               This hearing stands in recess until

       15     Thursday, February 5th at 1:00.

       16               (Council adjourned at 6:24 p.m.)

       17                         - - - -
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