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I. Scope of Engagement 

I have been engaged to provide testimony that provides background and context to the issues in 

this case, in addition to offering specific opinions concerning reasonable efforts that CHS could have 

taken to provide charity care at levels comparable to, or exceeding, the regional average in Eastern 

Washington.  Specifically, with respect to background, I was asked to address the following topics 

and/or questions: (1) the existence and nature of health foundations generally, and Empire Health 

Foundation specifically; (2) what is charity care; (3) who are the uninsured; (4) what happens when an 

uninsured person needs medical care; (5) who are the underinsured; (6) who are the unstably insured; 

and (7) what are the greatest health care needs of low-income populations in Spokane County.  With 

respect to reasonable efforts to reach the target required by the Asset Purchase Agreement and the 

Certificates of Need, I have opined that those efforts could  reasonably have included at least the 

following: (1) ceasing deposit, pre-payment, point-of-service payment, and debt collection activities 

without first screening for charity care eligibility, and other policies that inevitably drive low-income 

patients away from seeking services at the hospitals or from returning to seek further necessary 

services; (2) expanding the provision of charity care by raising the income eligibility levels; (3) adjusting 

gross charges to charity sliding scale to reflect a reasonable mark-up, such as the average amounts 

negotiated by Medicare or private insurance; (4) offering charity care for medically necessary but non-

urgent, non-emergent inpatient and outpatient services that were already at the hospitals; (5) 

effectively communicating uniform, clear, consistent charity care eligibility policies to patient-facing staff 

and vendors; (6) improving outreach and other efforts to notify patients of the ability to qualify for 

charity care; and (7) adding services tailored to the needs of the low-income populations of Spokane 

County. 

II. Materials Reviewed 

In addition to the material cited in the body of this report, I have reviewed the following 

material: Deposition Exhibits 1-28, the depositions of Maurine Cate, Alicia Collett, Justin Voelker and 

Cherne Haskell, EHF Articles of Incorporation, the APA, the April 17, 2008 Amendment to the APA, an 

Order Granting Partial Summary Judgment in Lopez v. HMA, the Complaint, documents stamped 
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CHS_0005265-66, 204-220, 15773-74, 13285-87, 9577-80, 12028-34, 14808-10, 4696-704, 33666-712, 

40383-85, 40632-35, 33912-16, 6329-76, 41736-38, 41736-38. 

III. Background and Expertise 

A copy of my current curriculum vitae is attached to this report.  I have not testified as an expert 

at trial or in a deposition in the last four years. 

IV. Compensation 

I charge $200 per hour. 

V. Opinions 

A. Background Opinions Related to Health Foundations, Charity Care and Its Utilization 

1. Who is Empire Health Foundation and Why Does It Exist? 

Empire Health Foundation is one of over 300 organizations in 43 states1 that were created when 

nonprofit hospitals or health plans (insurers) were acquired or otherwise converted to for-profit 

ownership.  Most of these foundations were the result of hospital conversions, which have been 

happening since the 1970’s.  As of 2010, average assets were roughly $65 million; and grants were 

largely made to the communities formerly served by the nonprofit hospitals that converted.  The Cy Pres 

doctrine, a long-established legal principle, requires that when ownership of the original charitable 

assets changes from nonprofit to for-profit status, the net value of the charity’s assets must be used to 

address, as closely as possible, the original purpose of the nonprofit organization that was acquired.2 

The Empire Health Foundation (EHF), with assets of close to $80 million in 2016, was established 

in 2008 when CHS acquired the hospital assets (Deaconess and Valley Hospitals) of the Empire Health 

System.  EHF was funded with the proceeds of the sale and was given the right to “enforce the Buyer’s 

and CHS’ obligations” under the asset purchase agreement (APA).   

The purpose of EHF was to “continually help bring good health to life in the Greater Spokane 

Region through the promotion, facilitation, and /or funding of health care services, education, and 

research.”3  The activities identified in the Articles which are most relevant to this case  include the  

promotion of improved access to quality health care services for the uninsured, underinsured, or 

otherwise disadvantaged, among others.   

The APA required CHS to continue to provide “indigent care” to the community on terms at least 

as favorable as the seller’s policies, and to collaborate with the community to “address identified 

                                                           
1 Nigel SJ and Brandon WP. 2014. “Health Legacy Foundations: A New Census”; Health Affairs 33(1) January. 172-
177. 
2 https://consumersunion.org/wp-content/uploads/2013/03/yourhealthdollar.org_building-and-maintaining.pdf 
3 Articles of incorporation of EHF foundation, filed with the Secretary of State in Washington on August 22, 2008. 

https://consumersunion.org/wp-content/uploads/2013/03/yourhealthdollar.org_building-and-maintaining.pdf
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community needs and improve the health status of the elderly, poor, and at risk populations in the 

community.”4 The requirement was subject  “in all respects” to changes in  government guidelines or 

policies.  CHS’ purchase of the hospitals was reviewed and approved by the state’s certificate of need  

(CON) process. The CON approval of the purchase included a requirement that CHS would use 

reasonable efforts to provide charity care at a level equal, or comparable, to the Eastern Washington 

Regional average percentage of charity care to adjusted revenue5.  Thus EHF, in its role as enforcer of 

CHS obligations, is now pursuing a legal remedy for CHS’ failure to use reasonable efforts to meet the 

regional average for charity care.  

2. What is Charity Care? 

The term “charity care” in the context of this case refers to the provision of medically necessary 

care to patients who cannot afford to pay for that care, either because they are uninsured or because 

they are insured but cannot afford the cost-sharing provisions of their health insurance policy or need 

services not covered by their insurance. Providers of charity care must have policies that describe who 

will be offered charity care and for what reasons; generally the reasons include the patient’s income 

relative to official federal poverty levels (FPL) and other characteristics such insurance status and care 

needs.  Twelve states, including Washington, set minimum income standards for charity care  

eligibility6 7. Hospitals and other care providers in those states can choose to offer charity care above the 

standard but cannot go below the standard.     

3. Who are the uninsured? 

Half of the uninsured in the US have incomes at or below 200% of FPL, and 75% of them have a 

family member working full time8.  85% are adults between the ages of 18 and 64. Most people are 

uninsured because they cannot afford insurance.  Since 2014, many low-income adults are caught in the 

“churn” between Medicaid and subsidized private insurance due to changes in family or job status9. 90% 

                                                           
4 Asset Purchase Agreement by and Among Empire Health Services and Spokane Washington Hospital Company 
LLC and Spokane Valley Washington Hospital Company LLC and CHS/Community Health Systems, Inc., effective 
October 10, 2007. 
5 Valley Certificate of Need (Exhibit 3); Deaconess CON.  
6 Washington requires hospitals to provide free and discounted care to patients identified as indigent:  those 
whose family income does not exceed 100% FPL quality for 100% discounts, and those with family income 
between 101 and 200% FPL qualify for discounted charges in accordance with the hospital’s sliding fee schedule 
and policies regarding individual financial circumstances. 
7 https://hilltopinstitute.org/our-work/hospital-community-benefit/hospital-community-benefit-state-law-
profiles/ 
8 https://www.kff.org/uninsured/fact-sheet/key-facts-about-the-uninsured-population/ 
9 https://www.kff.org/uninsured/fact-sheet/key-facts-about-the-uninsured-population/#footnote-244063-10 
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of employed uninsured who turn down employer-offered insurance claim that they cannot afford their 

share of the premium, which has gone up much faster than wages over the period 2006-2016 10.   

Fewer private employers are offering health insurance; in Washington, the percent of private employers 

offering health insurance has declined from 49% in 2012 to 44 % in 201711. This percentage declines 

with firm size:   only 28% of firms employing 50 or fewer workers offered health insurance in the state in 

201712.     

In 2014, Washington expanded access to Medicaid and offered subsidized private insurance to 

eligible low-income populations through a state-run health exchange.  This resulted in a significant 

reduction in the percentage of the population lacking health insurance over the period 2014 - 2017.  In 

Spokane County, the percent of the population between the ages 18 – 64 remaining uninsured dropped 

from 18-21%  in 2008 – 2013,  to between 7 and 8 % since 2014, leaving roughly 25,000 people 

uninsured as of  2017.  Before the expansion, the number of uninsured in Spokane County was as high as 

70,000 people (in 2013). 

 

                                                           
10 https://www.kff.org/report-section/ehbs-2016-summary-of-findings/ 
11 https://www.kff.org/other/state-indicator/percent-of-firms-offering-
coverage/?activeTab=graph&currentTimeframe=0&startTimeframe=5&selectedRows=%7B%22states%22:%7B%22
washington%22:%7B%7D%7D%7D&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D 
12 https://www.kff.org/other/state-indicator/firms-offering-coverage-by-
size/?currentTimeframe=0&selectedRows=%7B%22states%22:%7B%22washington%22:%7B%7D%7D%7D&sortMo
del=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D 
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Source:US Census Bureau, American FactFinder 

https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_17_1YR_S2703

&prodType=table 

4. What happens when an uninsured person needs medical care? 

On average, uninsured people incur less than half the medical expenses than do insured people, 

either because they are young and healthy, or because they do not go to the doctor for needed care 

because they cannot afford it. Most uninsured worry about paying medical bills if they get sick or have 

an accident; many of them curtail sports and other activities that put them or their children at risk of an 

illness or injury.  Most uninsured can only pay 20% of the average cost of medical services that they do 

obtain, excluding the cost of a hospitalization.  However uninsured persons do run a risk that they will 

be hospitalized, even when young and healthy; then they face much higher bills than the average 

expenditure. Most uninsured households do not have the income or the savings to pay for more than a 

small fraction of a hospital bill whether at cost, at discounted billings, or at hospital charges.   

The medical debt burden for uninsured patients who do seek care is significant; over half of uninsured 

patients report problems paying medical bills. Medical debts contributed to over 50% of debt collection 

actions appearing on consumer credit reports, and to almost half of all bankruptcies in the United 

States.  The uninsured are at disproportionately high risk of losing their homes in the event of a family 

illness.  Roughly 20% of the uninsured report postponing or not seeking care or filling a prescription 

because of concern about the cost.13 

However, avoiding medical care also means that many of those uninsured who do need care will 

experience worse health outcomes than insureds. The uninsured experience lower survival rates after 

diagnosis of a variety of forms of cancer, at least in part because they are diagnosed at a more advanced 

stage of the disease, and because once diagnosed, they receive less aggressive cancer treatment  

Uninsured patients with other common conditions, such as diabetes, heart disease, HIV infection, end-

stage renal disease, and mental illness also experience worse health outcomes, including early death, 

than do insured patients. Uninsured patients experience significantly higher mortality rates after trauma 

than do the insured, even when they are young and otherwise healthy.14 

                                                           
13 KFF.org op cit 
14 Kane, NM.  “Being Uninsured:  What does it mean, why are people uninsured, where do they go for care, and 

who pays for it? “ In Antoci V and Eltorae AE, Your Healthcare:  what you must know.  Rutgers University Press.  

Forthcoming 2019. 

https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_17_1YR_S2703&prodType=table
https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_17_1YR_S2703&prodType=table
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5. Who are the Underinsured? 

Roughly 20% of insured patients have reported problems paying medical bills.  These people are 

sometimes referred to as the “underinsured”.  Underinsurance may be due to coverage exclusions for 

certain health conditions and/or needed services (mental health, dental and vision health, experimental 

treatments), and also it can be because of cost sharing at a level that the insured person cannot afford 

to pay if s/he becomes ill.  For both subsidized and unsubsidized private coverage purchased by 

individuals, a high level of cost sharing is used to keep premiums relatively low and attractive to young, 

healthy people. For instance, the lowest premium products (Bronze) subsidized on the Affordable Care 

Act’s Health Exchanges had deductibles of $5000 or higher in 2016 and were designed to cover only 60% 

of the expected costs of care.  The most popular Health Exchange products, the “Silver” plans, covered 

roughly 70% of the average cost of care.   The remaining cost of care is expected to be covered by the 

insured person, but many people cannot afford to pay their share of the cost. 

6. Who are the Unstably Insured? 

Besides underinsured, there is a large group of “unstably insured” people who go in and out of 

Medicaid and subsidized private coverage over the course of a year as their income, family size, and job 

status changes.  Research has found that the unstably insured experience effects on health access and 

personal finances similar to those experienced by those who remain uninsured for the entire year.   

Recent estimates indicate that within one year, 50% of families with incomes below 200% of federal 

poverty levels (FPL) 15 will gain or lose eligibility for Medicaid coverage and/or subsidized private 

coverage; moving back and forth between these two sources of coverage causes coverage gaps as well 

as changes in provider networks and plans.   In 2016, roughly 35% of the working population in Spokane 

County earned less than 200% of FPL, and are at heightened risk of being unstably insured16. 

The underinsured and unstably insured populations are much larger than the continuously 

uninsured population.   

7. What are the Greatest Health Care Needs of Low-Income Populations in Spokane County? 

Spokane Regional Health District released findings of a 2015 resident survey which found that  

nearly 11 percent of adults reported poor mental health, and 28.5 % of youth suffered from 

                                                           
15 200% of Federal Poverty Level for a family of four (two adults and two children) was $48,500  in 2016 per US 
Census Bureau;  almost half the population of Spokane County has a household income at or below 200% FPL. 
16 US Census. ACS five year estimate of income distribution 2012-2016, Spokane County, 
https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_17_1YR_S2001&prodTyp
e=table 

https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_17_1YR_S2001&prodType=table
https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_17_1YR_S2001&prodType=table
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depression17.   Of charity care admissions statewide in 2017 for which a diagnosis was identified, almost 

30% were for mental health needs.18   

Poor mental health is associated with lower income and being out of work; of those in the 

survey who reported untreated mental health issues, 20% noted cost-sharing as barriers to treatment, 

and 12% did not have health insurance.   Poor dental health was also identified as a major problem, and 

was associated with poor mental health and substance abuse.  Low-income patients reported access 

issues due to too few dental providers.  Diabetics reported that cost was a barrier to better nutrition as 

well as to supplies, equipment, and medication.  Finally, access to immunizations was limited in rural 

and low-income areas.    

Some of these pressing medical needs of the low-income uninsured, unstably insured, and 

underinsured in Spokane were noted in the 2015 Community Needs Assessment produced by 

Providence Sacred Heart, which identified mental health and substance abuse, dental care,  diabetes, 

and immunization as four of their top five priorities (the fifth was stable housing) for addressing the 

health needs of low-income populations in the local service area shared with CHS hospitals.   Some of 

these underlying factors contributed to the leading causes of visits by low-income populations to the 

hospital emergency department, urgent care facility, or admission to the hospital, as reported by 

Providence Sacred Heart for 2014 (for its own facility): 

                                                           
17 Cited in https://washington.providence.org/-
/media/files/washington/locations/ewa/2016chnaandchipspokanesmhc.pdf?la=en 
18Analysis of Washington State patient discharge data provided at:  
https://www.doh.wa.gov/DataandStatisticalReports/HealthcareinWashington/HospitalandPatientData/HospitalDis
chargeDataCHARS#PublicUseFile 
 

https://washington.providence.org/-/media/files/washington/locations/ewa/2016chnaandchipspokanesmhc.pdf?la=en
https://washington.providence.org/-/media/files/washington/locations/ewa/2016chnaandchipspokanesmhc.pdf?la=en
https://www.doh.wa.gov/DataandStatisticalReports/HealthcareinWashington/HospitalandPatientData/HospitalDischargeDataCHARS#PublicUseFile
https://www.doh.wa.gov/DataandStatisticalReports/HealthcareinWashington/HospitalandPatientData/HospitalDischargeDataCHARS#PublicUseFile
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Source: 2015 Community Health Needs Assessment, Providence Sacred Heart Medical Center and 
Children’s Hospital. 

B. Opinions related to the efforts that CHS Deaconess and Valley Hospitals could reasonably 
have taken to increase their level of charity care. 

1. Cease deposit, pre-payment, point-of-service and debt collection activities that discourage 
indigent patients from seeking treatment or returning for treatment.   

 
As Ms. Cate explained, an uninsured or underinsured person who might quality for charity care 

based on their income alone would still be denied charity care if the service needed was considered 

“elective”.   According to various policy manuals for registration and financial counseling staff, the 

patient would be asked for a deposit before receiving a medically appropriate service unless they 

presented in the Emergency Room.  If they presented in the Emergency room, they had to be medically 

screened before staff could discuss payment;  but If the medical screening exam determined that the 

emergency visit was for a non-emergent need, the patient was discharged from emergency care and 

sent straight to registration staff, whose instructions were to collect a deposit immediately, before the 

patient left or received nonemergent treatment.  If the patient originally presented in the outpatient 

department for care that was non-emergent, s/he was asked to pay in full or enter into a payment plan 

over time before receiving service. If the patient did not pay, the registration staff were advised to check 
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with the physician to see if the care could be postponed until the payment could be made19.  The 

corporate philosophy expressed by Ms. Cate was that a deposit was an important way of reducing the 

hospital’s bad debt, which they viewed as “money that (the hospital) is due”.   As she explained, “We 

often wish we were more like a veterinary clinic where you don’t get your dog or cat unless you paid.”20  

All of these activities occurred before indigent patients were screened for charity care, unless the 

patient raised the question of eligibility for charity care themselves. 

Requiring cost-sharing of low-income patients in any form (including copayments, deductibles, 

deposits, pre-payments) is known to discourage low-income people from seeking necessary care.  Well-

established research has found that when even modest cost-sharing – as low as $1 to $5 - is required of 

low-income patients, they significantly reduce utilization of appropriate health care services, even for 

serious conditions.21   CHS’s standard practice of demanding $150 deposits for those self-pay patients 

who could not afford to fully pre-pay for services had the likely effect of discouraging lower-income 

patients who might eventually have qualified for charity care from seeking care at CHS’s hospitals.   

In addition, CHS hospitals aggressively pursued bills classified as “bad debt” even when the 

chances of collection were very low. After a period of time, CHS turned unpaid bills over to an affiliated 

collection agency, and if still unpaid after a period of time, the bills were sold to a private debt collector. 

According to internal documents, these actions were taken not because the hospital expected the debt 

to be paid (“we don’t expect to collect anything on those” but because, “…by selling these debts to 

CAPIO  (a private debt collection agency) it does send a message that we don’t just go away.  And we’re 

hoping that it has some impact on future services that those patients may have in your hospital or that 

they decide to go somewhere else.”22  Such actions similarly discourage patients who might otherwise 

be eligible for charity care from returning to CHS, especially if the same low-income patient is not 

treated similarly at other nearby hospitals.   

 
2.  Expand charity care provided by raising income eligibility levels 

Financial eligibility limits for charity care and related sliding scale discounts at CHS’s hospitals in 

Spokane were lower than those at the other major local hospital system, Providence Health System 

(PHS).   If CHS was interested in increasing their charity care percentage to the regional average, it would 

                                                           
19 If care could not be postponed, according to the physician, did that make it “urgent”? 
20 P 15 – 17, 103, Cate deposition, 
21 Newhouse, 1993;     https://www.kff.org/medicaid/issue-brief/the-effects-of-premiums-and-cost-sharing-on-
low-income-populations-updated-review-of-research-findings/ 
22 Exhibit 27, Lola Davis 
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have been reasonable to consider matching the financial eligibility criteria at CHS to those of its primary 

competitor, PHS.  CHS financial eligibility criteria were considerably less favorable for low-income people 

than those at PHS.  The table below compares the two health systems’ policies in 2012 and 2016: 

 

Discounts off Gross Charges, based on Income, CHS and Providence: 

Family income of 

patient/guardian: 

CHS 2012 CHS 2016 PHS 2012 PHS2016 

  Less than or equal 

to 150% FPL 

 100% 100% 100% 100%  

Sliding Scale:     

 151- 200 % FPL 75% 75% 100% 100%  

 201-250% FPL 50% 50% 80-90% 100% 

251-300% FPL 25% - 35% 45% 50-70% 100% 

301-350 0 0 30 – 50% 75% of AGB23 

350 – 400% 0 0 10 – 30% Discounts 
considered case 
by case for 
severe financial 
hardship 

Maximum Out-of-
Pocket  % Income 
per Year 

50% 50% 20% 20% 

Source: Exhibits 14, 15 Exhibits 19,20 Exhibit 22 Exhibit 23 

 

 

3. Adjust charges to self-pay and charity sliding scale patients to reflect a reasonable markup 
such as the amounts paid by Medicare or the average amounts negotiated by private 
insurance, as the Affordable Care Act now requires of nonprofit hospitals (AGB) 24 

CHS’s charge markups could further discourage uninsured/underinsured members of the 

community from coming to CHS hospitals for care. Analysis of the CHS hospitals’ overall markup of 

charges over cost showed that, especially between 2011 and 2016,  markups rapidly rose,  well above 

                                                           
23 AGB represents a federal regulation, passed in the Affordable Care Act in 2010 and implemented in 2014, that 
required nonprofit hospitals to adjust their gross charges to self-pay patients to reflect “amounts generally billed” 
(AGB) or the amounts that the hospitals are actually paid by insurers.  In 2016, Providence applied an AGB ratio 
based on the relationship of Medicare claims/gross charges.   
24 Curtis, J.  2015.  What does the affordable care act say about hospital bills?  Community Catalyst,  
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the median even for proprietary hospitals nation-wide.25  Between 2008 and 2016, markups grew by 

99% at Deaconess and 175% at Valley, much faster than at the Providence hospitals in Spokane  (20% at 

Holy Family, and negative 3% at Sacred Heart). All four hospitals had similar markups in 2007 and 2008, 

between 2.3 – 2.8 times cost. 

 

Source:  hospital summary financial data found at: 
https://www.doh.wa.gov/DataandStatisticalReports/HealthCareinWashington/HospitalandPatientData/
HospitalFinancialData/SummaryFinancialData 

The increase in markups at these CHS hospitals more than offset increases in the discount levels 

offered to sliding scale charity and self-pay patients.   By 2016, charity care patients eligible for a sliding 

scale discount off gross charges were asked to pay between 1.7 and 3.7 times cost at Valley hospital and 

1.2 to 2.6 times cost at Deaconess. 

                                                           
25 Ingenix Almanac of Hospital Financial and Operating Indicators, respective years 
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The self-pay “discount” was also more than offset by markup increases, even as the discount 

rose from 25% in 2012 to 40% in 2016. By 2016, self-pay patients (which would include those eligible for 

charity care on an income basis, but denied charity if their care was deemed “elective” or non-

urgent/nonemergent)  were expected to pay (excluding the prompt pay discount), from 3 – 4 times the 

cost of services provided, up from 1.5 times cost  in 2007 and 2008. 
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4. Extend  charity care to medically necessary but non-urgent, non-emergent inpatient and 
outpatient care for services that already were available at CHS hospitals 

According to charity care related documents, internal communications, and the deposition of 

CHS itself, through Maureen Cate, former CEO of Deaconess Hospital under CHS, charity care was 

granted only to those income-eligible patients whose medical need was  “emergent or urgent”, not 

“elective” care, even if it was medically appropriate26:    

“ 
“·Q.· Okay.· If elective -- if an elective procedure was 
·8· · · ·medically necessary, and it was being provided on an 
·9· · · ·outpatient basis, would it be eligible for financial 
10· · · ·assistance in practice at Deaconess in 2011? 
11· ·A.· Restate. 
12· · · · · · · · · · · · · · · (Reporter read back as requested.) 
13· ·A.· No. 
14· · · ·BY MR. SPOONEMORE:· (Continuing) 
15· ·Q.· And why not? 
16· ·A.· Because elective cases, for the most part, were not 
17· · · ·covered under the policy. 
18· ·Q.· And that's true even if the elective case is medically 
19· · · ·necessary, correct? 
20· ·A.· Correct. 
21· ·Q.· Okay.· How about other periods of time, 2012 through 2017, 
22· · · ·was that consistent policy of Deaconess? 
23· ·A.· That was consistent. 
24· ·Q.· Okay.· And before 2011, consistent as well? 

25· ·A.· (Witness nodded head.) 

                                                           
26 P.62, Cate Deposition 
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Outpatient care represented roughly half of Valley’s gross revenue, and over 40% of the gross 

revenue at Deaconess.  Emergency care visits represented a large share of that 27, but non-emergent 

care such as colonoscopies, arthroscopies, imaging, lab, physical therapy, and drug administration 

appear to be among the top ambulatory services provided to Medicare patients at these hospitals, just 

to give examples of possible non-emergent but medically necessary outpatient services28    

It is not clear whether medically appropriate but “elective” inpatient care was eligible for charity 

care at the CHS hospitals; state patient census29 data indicate that average self-pay charges were in the 

tens of thousands of dollars at both CHS hospitals.  For instance, 2013, just before Medicaid expansion, 

over 600 patients were admitted as “self-pay” to the two CHS hospitals– some of whom may later have 

become eligible for charity care.  If they did not become eligible for charity care, their average bill before 

any discount was $16,000 at Valley and $20,000 at Deaconess in 2013.  Even with the self-pay discount, 

which was 30% in 2013, the remaining amounts billed to the self-pay patient would average $11,000 

and $14,000 respectively.  Very few uninsured patients can afford to pay even a fraction of such bills.  In 

2011, a government agency estimated that, on average, the uninsured could afford to pay only 12% of 

billed charges, and only 25% of the cost of their care.30  

5. Effectively communicate uniform, clear, consistent charity care eligibility policies to 
patient-facing staff and vendors involved in outreach, registration, billing and screening 
services. 

 
It was official corporate CHS policy that non-emergent ambulatory care was not eligible for 

charity care.  CHS corporate policy on charity care was written in a policy manual made available to 

patient registration staff, financial counselors, and their supervisors, both in hard copy and on line.  

Local CHS staff claimed that this corporate policy was not actual practice at CHS Deaconess or Valley, but 

it is not clear how this actual practice was communicated to the front-line workers talking directly with 

patients; even higher level staff at Valley and Deaconess were not clear on whether nonemergent 

outpatient care was eligible for charity.    

                                                           
27 For Medicare ambulatory visits to Valley and Deaconess in 2017, ED visits represented roughly 40% of the units 
of service for the top 20 ambulatory payment classifications (APC).  Source: AHD (Medicare Cost Report) data for 
Valley and Deaconess, 2017. 
28 AHD.com Outpatient Utilization of Medicare patients, 2017, Deaconess Hospital; top 20 Ambulatory Payment 
Classification groups. 
29  Hospital census data available at: 
https://www.doh.wa.gov/DataandStatisticalReports/HealthcareinWashington/HospitalandPatientData/HospitalDis
chargeDataCHARS/CHARSReports 
30 ASPE Research Brief, 2011 

https://www.doh.wa.gov/DataandStatisticalReports/HealthcareinWashington/HospitalandPatientData/HospitalDischargeDataCHARS/CHARSReports
https://www.doh.wa.gov/DataandStatisticalReports/HealthcareinWashington/HospitalandPatientData/HospitalDischargeDataCHARS/CHARSReports
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In addition, the precise definition of “elective” care (which was disqualified from charity care) 

varied among officers involved in overseeing the implementation of charity care policy, to whom the 

patient-facing staff in registration, patient screening (including vendors), and financial counseling 

reported.  The Vice President of Revenue Cycle for Valley and Deaconess, Alicia Collett, said that 

anything that was medically necessary would quality for charity care, although she acknowledged that 

CHS corporate employees often “misunderstood” this31.   

 
 And this definition that is quoted here was 
·4· ·elective, that was the umbrella CHS corporate policy that 
·5· ·was often misunderstood by CHS employees.· We often had to 
·6· ·go back and remind CHS corporate folks, like my own 
·7· ·counterparts at CHS.· I had to have a lot of interaction 
·8· ·with the patient financial service folks above me that were 
·9· ·at the corporate level.· I had regional financial services 
10· ·folks.· I always had to remind them, no, I'm in Washington 
11· ·State.· Our charity care policies are not the corporate 
12· ·template.· I have a Deaconess and Valley Hospital charity 
13· ·care policy that is different than your other states as CHS 
14· ·corporate.32 
15· · · · · · ·We don't just give charity care to ER and 
16· ·inpatient, we give it to all services.· Just not elective, 
17· ·what we call self-pay, price packages, cosmetics, things 
18· ·like that. 

However, Cherne Haskell, who was a patient access supervisor and eventually director of 

patient access at Valley Hospital between 2009 and 2014, agreed with Ms. Cate’s interpretation – that 

“elective” procedures were those that were not emergent or urgent, but could be medically necessary, 

and that elective care was not covered by charity care as a matter of policy.  She acknowledged that that 

there could be exceptions made by the CFO (pp. 13 – 20).  Part of Ms. Haskell’s responsibility during that 

time was to educate staff in getting self-pay patients to screening vendors who would start the process 

of seeing what kind of financial assistance the self-pay patient might be eligible for, so it is likely that her 

interpretation of care-based eligibility was communicated to these patient-facing staff. 

According to Justin Voelker, CFO at Valley, staff who worked directly with patients around the 

charity care application process were trained for their positions using standard training materials issued 

by CHS corporate, which may be why at least some front-line staff and screening vendors would have 

thought that elective care and/or non-emergent outpatient care was not eligible for charity care.33 

                                                           
31 P. 21, Collette deposition 
32 Pp. 13-20, Haskell deposition 
33 P. 55, Voelker deposition 
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 Exhibit 5

: 
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6.  Improve outreach and other efforts to notify patients of the possibility of applying for a 
charity care discount 

CHS further discouraged low-income populations from seeking charity care by not making every 

effort to let patients know that they might be eligible for it.   Policies in the corporate “SPAM” manual 

for outpatient registration and non-emergency inpatient admission did not explicitly require registration 

or financial counseling staff to inform patients of the availability of charity care before asking them for 

money.  Even patients presenting in the Emergency Room who were determined through a medical 

screening exam to be “nonemergent” were also not first informed of the availability of charity care.  

Instead, these patients were first asked to pay the full amount of their estimated bill, or if not, to make a 

deposit, or to agree to payments over time. The registration office coded patient payment status at 

registration or post-ED discharge; while one code indicated that a self-pay patient was sent to a 

screening vendor to review their eligibility for charity care or Medicaid, two other codes indicated that 

the patient “may not have money”.  No code indicated whether the patient who “may not have the 

money” was asked if they wished to apply for charity care.  (CHS_33708).  If the patient did not make 

payment arrangements during the registration process, s/he was referred to the financial counselor.  

The financial counselor’s SPAM instructions were as follows: 

Step 1: review the amounts the patient owes from a worksheet sent over by the registrar; 

Step 2:   to “work with all Self Pay patients to complete the state forms for Indigent Care eligibility” or 
other local programs that they might qualify for; 

Step 3: “Begin the financial counseling process by requesting payment in full for the estimated patient 
portion due….”  (italics mine) 

The manual does not specify, for either the registrar or the financial counselor, the need to first 

inform the patient of the possibility of applying for charity care. 

The lack of interest in informing self-pay patients and other uninsured people in the community 

of the availability of charity care is reflected in the response of Tim Hill of CHS, to Cyril Eggers, an 

outreach vendor, in October, 2011. Mr. Eggers was planning a “self-pay” fair for the community on 

behalf of Deaconess and Valley hospitals. He asked whether his staff should assist community members 

who did not have a recent account at the hospitals if they wished to apply for charity care in the event 

that they might need it in the future.  Mr. Hill’s response was to NOT market the availability of charity 

care at Valley/Deaconess to the general public, but only to patients who had outstanding balances at 
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either facility.  If “someone who comes to the fair wants to apply – then look up to see if they have an 

account…. And if you find there is no existing account with balances, then refer the patient to the local 

Medicaid office”34.  These remarks indicate a desire by CHS hospitals’ executives to minimize the 

visibility of charity care at both hospitals – another way to avoid potential charity patients rather than to 

make reasonable efforts to provide it to the community. 

7.  Add non-emergency services tailored to the needs of the low-income population of 
Spokane County. 

CHS Spokane hospitals could have helped address the unmet mental health, dental, diabetic, or 

immunization needs of the low-income population of Spokane; the Asset Purchase Agreement required 

CHS to “continue to provide care through community –based health programs, including cooperation 

with local organizations that sponsor health care initiatives to address identified community needs, and 

improve the health status of the elderly, poor, and at-risk populations in the community” .  However a 

review of services reported to the American Hospital Association35 in the years 2006 (prior to CHS 

ownership) and 2017 (the year CHS was sold to Multicare) indicates that Deaconess and Valley did not 

offer psychiatric services while owned by CHS.  Valley reported offering psychiatric consultations and 

dental services in 2006, prior to CHS ownership, but not in 2017. Deaconess reported no psychiatric or 

dental services.    Neither reported offering immunization programs.  The hospitals did not report their 

services to the AHA between the time of acquisition in 2008 through 2016, so the data do not confirm 

that these services were not available during that period, but it is probable that most or all of these 

services were not offered during the time of CHS ownership.  

 

This report is dated November 8, 2018. 

           
 
           Nancy M. Kane, DBA 

                                                           
34 Exhibit AAA 
35 I reviewed the annual AHA Guide for 2007 and 2018, representing services available the preceding year , which 
was 2006 (pre-acquisition by CHS)  and 2017 – the last year of ownership by CHS, which was acquired by MultiCare 
in July 2017.  During CHS ownership of Deaconess and Valley, they did not report their services to the AHA for the 
annual guide. 


