CARES Contracts and Reports

Request 3: VA documents given to PwC/ MicroTech &
documents generated by PwC/ MictoTech

Documents Produced by Contractors

Documents produced by PricewaterhouseCoopers

24. Methodology and Study Team Guide (May 24,
2005)
Table of Contents
Executive Summary
Chapter 1 - Introduction and Background
Chapter 2 - Decision Support and Business Planning
Chapter 3 - Healthcare
Chapter 4 — Capital Planning
Chapter 5 - Re-use
Chapter 6 — Financial Analysis

Chapter 7 - Implementation Planning and Risk
Management

Chapter 8 — Stakeholder Engagement

Appendices , Table of contents

Appendix 1, Glossary

A{Jper_\dix, Chapter 2, Decision Support and Business
Planning

Appendix, Chapter 3, Healthcare

Appendix, Chapter 4, Capital Planning

Appendix, Chapter 5, Re-use Studies

Appendix, Chapter 8, Stakeholder Engagement



Capital Asset Realignment for Enhanced Services
(CARES) Business Plan Studies

Study Methodologies
Revised

March 23, 2005 aﬂw w

Lol
A i
--.

)\.l

A i
‘ B

.

Submitted to:
Allen Berkowitz, PhD.
Contracting Officers Technical Representative
810 Vermont Ave.. NW
sthm“ton DC 20420
: ‘d'mail.va.gov

Submitted by

Pcter Erwin. PhD.. PMP.
PricewaterhouscCoopers LLILP
1301 K Sureet NW
Washington, D.C. 20005

" {@us.pwc.com

— e G
..’

Prepered under contract o the U.S. Department of Veterans Aiairs For inferal wse only. Pe'cenaterhouseConpers LLE v wehe
I'ncewatetinuseCaopers LLP (a Delaware limited liability parinership) o1, as the contexy ceires. viher meather firms of Pocenataihassel vopers
International Danited, cach of which & a separate and independent fegal entitye




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

TABLE OF CONTENTS

EXECUTIVE SUMMARY

CHAPTER 1 - INTRODUCTION AND BACKGROUND

CBAPTER 2 — DECISION SUPPORT AND BUSINESS PLANNING
CHAPTER 3 — HEALTHCARE

CHAPTER 4 — CAPITAL PLANNING

CHAPTER 5§ - RE-USE

CHBAPTER 6 — FINANCIAL ANALYSIS

CHAPTER 7 — IMPLEMENTATION PLANNING AND RISK MANAGEMENT
CHAPTER 8 — STAKEHOLDER

APPENDI CES

GLOSSARY

Y -A



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

EXECUTIVE SUMMARY OF METHODOLOGY
Project Scope and Organization of this Document

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

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

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

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

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

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

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

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

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

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

in the study area.

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

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

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

w

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

Project Timing

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

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

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

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

Major Deliverables

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

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

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

» Incorporates financial, economic, healthcare workload trends

» Data in the development of business plans

« Includes stakeholder input

» Includes strategies for managing the transition of care

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

Technical Approach
Healthcare Delivery Studies

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

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

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

Capital Plapning Studies

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

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

Reuse Planning Studies

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

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

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

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

Stakeholder Engagement

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

The Team PwC Stakeholder Engagement Team will:

»  Assist the VA in establishing credibility and engendering trust

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

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

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

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

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

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

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

1. Stakeholders input mechanisms, timeframes, procedures

2. Share stakeholders input and preliminary options

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

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

Implementation and Risk Management

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

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

Financial Analysis

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

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

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

Decision Support and Business Planning

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

EXECUTIVE SUMMARY 6/7 PROPRIETARY AND CONFIDENTIAL

%



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

the CARES objectives. From this “broad range of credible options” Team PwC will suggest
which options should be studied in Stage I

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

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

Transition and Implementation Issues and Risks

Impact on VA Human Resources

Impact on VA Research & Education

Impact on Local] Communities and Stakeholder reaction

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

EXECUTIVE SUMMARY 717 PROPRIETARY AND CONFIDENTIAL
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INTRODUCTION AND BACKGROUND

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

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

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

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

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

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

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

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

The Secretary’s CARES Decision has been adopted as VA’s road map for bringing VA’s
health care system’s facilities in line with the needs of 21st century veterans. The
CARES analysis process focused on answering the following question: “What is the
optimal approach to provide current and projected veterans with equal to or better health

CHAPTER | — INTRODUCTION AND 2/5 PROPRIETARY AND CONFIDENTIAL

BACKGROUND O?y,//



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

care than is currently provided in terms of access, quality, and cost effectiveness, while
maximizing any potential reuse of all or portions of the current real property inventory?”

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

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

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

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

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

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

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

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

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

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

Team PwC

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

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

« Maintains or improves quality

» Maintains or improves access

» Maximizes reuse potential of VA owned sites

= Results in a modernized, safe health care delivery environment

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

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

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

2.2.

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

SCOPE AND PURPOSE

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

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

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

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

METHODOLOGY
The SoW requires these processes to be both:

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

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

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

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

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

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

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

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

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

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

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

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

Stage I — Assessment and Short-Listing of Potential BPOs

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

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

" Life-cycle Cost

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

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

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

This process involves the following key work elements:

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

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

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

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

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

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

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

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

For Non-Healthcare study sites:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

2.3.1. The Baseline BPO

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

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

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

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

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

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

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

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

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

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

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

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

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

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

* The consideration will also identify:

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

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

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

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

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

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

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

2.3.3. Assessment Criteria

VA Objectives for the Business Plan Studies

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

* Maintain or improve quality

= Maintain or Improve access

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

* Result in a modernized, safe healthcare delivery environment

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

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

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

Initial Screening Criteria

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

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

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

This is assessed by consideration of:

o The specific discrete indicators listed in the healthcare methodology;

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

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

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

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

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

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

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

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

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

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

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

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

* Meeting need (size of gap)

| = Modernized safe bealthcare delivery environment

* Primary care services

» Acute hospital services

» Tertiary care services

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

VA resources present life cycle cost

Level of Investment Required

Maximizes Re-use potential of VA owned sites

Healthcare Access

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

Ability to Support | * DoD sharing

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

Special Considerations

—

Figure 2.3 Discriminating Criteria

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

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

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

Stage I BPO Assesgment and Pocumentation process

Under the direction of the
Team PwC study site

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

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

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

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

a) the 1nitial implementation
planning & nisk analysis;

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

and

b) rheAmmal life-cycle cost

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

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

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

BPOs requested by the Local Advisory Panels.

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

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

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

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

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

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

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

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

healthcare or reduced access than the Baseline BPO

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

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

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

AV

o L-
BB SN

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

- Generally simjlar to the Baseline

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

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

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

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

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

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

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

Further consideration of specific issues include:

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

= Refinement of BPOs to address specific access concerns

» Refinement of BPOs to address specific quality issues

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

= Transition and implementation issues, risks and mitigation strategies

* Impact on VA human resources and mitigation strategies

= TImpact on VA research & education and mitigation strategies

* Impact on local communities

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

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

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

* Identification of recommended BPO and documentation.

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

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

Overview

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

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

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

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

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

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

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

Establishing relative weightings for Discriminating Criteria

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

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

= Healthcare Quality

* Healthcare Access

«  Use of VA resources

* Ease of Implementation

*  Ability to support VA programs

* Impact on VA and the community

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

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

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

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

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

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

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

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

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

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

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

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

d) Simultaneous review by Team PwC Scoring Panel

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

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

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

Examples of potential trade-offs include:

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

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

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

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

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

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

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

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

OVERALL STUDY RESULTS

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

3.1.1. Stagel & II Option Development Overview

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

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

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

» Human Resources — potential impacts to VA employees and contractors

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

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

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

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

3.1.2. Healthcare Options Development

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

Stage I: Options Development

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

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

One or more CIC’s workload is contracted

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

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

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

‘ I'w C azuevestion
and tduses I

Screening for
“credible” Options

S —

Figure 3.2 — Option Development Overview

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

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

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

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

Figure 3.2.A — Example - Option Development

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

Figure 3.2.B — Example - Option Development

The Stage I options will be created considering several sources:

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

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

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

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

o Relocation of services to improve access (drive time)

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

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

o Contracting or otherwise jointly providing care with private entities

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

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

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

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

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

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

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

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

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

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

if Option A selected for further analysis.

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

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

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

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

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

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

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

3.2. APPROACH
3.2.1. Workload Analysis

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

Methodology

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

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

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

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

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

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

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

= Formost CICs this is the VA Planning Data Cube

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

= Nursing Home Services workload will be provided by the VSSC

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

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

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

coordinators.

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

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

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

CIC Listing

Service Type

CARES Implementation Category

Name

Inpatient

Ambulatory

Outpatient

L

Medicine and Observation

Psychiatry and Substance Abuse

Surgery

Nursing Home

Spinal Cord Injury

Blind Rehabilitation Center

Domiciliary[Note A]

Other Mental Health Inpatient

Cardiology

Eye Clinic

Nou-Surgical Specialties

Orthopedics

Pathology

Primary Care & Related Specialties

Radiology & Related Specialties

Rehab Medicine

Surgical & Related Specialties

Urology

Behavioral Health

Mental Health Program: Day Treatment
Mentzal Health Program: Homeless

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

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

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

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

Figure 3.5 — Workload data collection tool

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

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

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

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

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

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

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

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

126 POTENTIAL

303 CARDIOLEGAY

M PACEMAXER

3y CARDIAC CATR

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

Figure 3.6 — Example of Workload Change Based on Data Validation

Stage I: Option Development

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

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

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

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

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

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

Absolute increases/decreases in volume

o Distnbution of volume

o Potential new contracting costs

o Potentially eliminated contracting costs

o]

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

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

Stage II: Detailed Option Development

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

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

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

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

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

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

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

Assumptions:

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

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

Figure 3.8 — Business Plan Option Workload Allocation

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

3.2.2. Clinical Inventory

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

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

= The number of outpatient stops required by location by CIC

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

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

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

Collection of Current Clinical Inventory.

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

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

Calculation of Inventory of Beds Needed

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

HBALTHCARE METHODOLOGY - Bed Dayy of Care

VISN: Sanplo

Swagon: VAMC “A"

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

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

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

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

TOTAL ALL CIC BDOC

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

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

Figure 3.9 — Bed Days of Care Projections

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

CHAPTER 3 - HEALTHCARE 15749 PROPRIETARY AND CONFIDENTIAL

Y



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

HAEALTHCARE METHODOLOGY - Avcrage Dally Cersus (ADC)

VISN: Sample

Siation: VAMC A"

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

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

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

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

TOTAL __ |AUL CICBDOC

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

Figure 3.10 — Average Daily Census Projections

Sources:

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

HEALTHCARE METHODOLOGY - Bed Necd

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

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

TOTAL [ALL CICBDOC |

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

N/A = Not Applicable.

Note: Bed Necd rounded to neatest whole sumber,

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

Figure 3.11 — Bed Need Projections

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

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

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

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

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

CIC #18, Inpatisnt Medicine & Observation 2003 2013 2023

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

Soutces: Govemment Furnished Information ﬁ_

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

Figure 3.12 — Site Allocation of Workload

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

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

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

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

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

Stage I: Option Development

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

accommodated is distributed.

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

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

arrangements.

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

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

3.2.3. Access

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

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

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

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

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

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

Access Methodology Part 1 — Drive Time Measurement

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

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

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

Figure 3.14 — VA Access Standards

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

county.

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

t \.-... .tlg.r.‘. Pl ._.

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

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

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

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

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

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

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

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

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

VA Access Standards

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

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

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

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

Figure 3.18 — Access Impact Tool

Stage 1: Option Development

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

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

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

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

Stage 2: Detailed Option Development

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

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

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

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

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

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

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

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

Access Part [I: Patient Origin Considerations

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

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

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

Stage 2: Detailed Option Development

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

3.2.4. Quality of Care

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

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

Methodology

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

The following methodology and associated tools will be applied consistently at the study
sites in order to meet the VA's objective of determining how wel] the options maintain or
improve quality as one evaluative dimension.
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The quality measures to be used in Stages [ and II were collaboratively selected by Team
PwC and OQP based upon several factors. The factors that drove quality measure
selection included:

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

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

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

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

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

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

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

Wait Time Measurement

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

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

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

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

Stage I — Option Development

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

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

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

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

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

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

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

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

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

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

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

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

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

Stage II — Detailed Option Development

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Methodology

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

Stage I: Option Development

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

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

Secretary’s Decision Document

= Meet with a VACO OSI representative to:

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

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

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

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

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

o Addition of services to resolve undersupply

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

» Map current and projected workload to the proposed enhancement inventory of
services
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» Provide a narrative summary of findings
Stage II: Detajled Option Development

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

» Identify recommended enhancements

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

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

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

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

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

3.2.6. Continuity of Care (CoC)

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

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

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

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

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

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

Stage 1: Option Development

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

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

During Stage [, Team PwC will:

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

Inpatient Surgery

Inpatient Psychiatry and Substance Abuse

Inpatient Spinal Cord Injury

Inpatient Brain Rehabilitation Center

Inpatient Domiciliary

Ambulatory Cardiology

Ambulatory Rehabilitation Medicine

0O 00O0OO0CO0ODO

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

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

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

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

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

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

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

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

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

3.2.7. Community Impact

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

3.2.8. Patient Care Imapact and Specialized Programs

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

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

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

Methodology

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

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

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

Stage I — Option Development
Team PwC will identify:

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

» The expected workload and required clinical inventory

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

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

» Key findings from relevant Federal mandates/directives

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

Stage II — Detailed Option Development

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

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

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

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

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

»  Adaptability to new/emerging technology

» Adaptability for future best practice patient care approaches

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

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

Methodology

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

s telemedicine

e bar-code medication delivery systems

e supply chain automation processes

» patient safety/privacy procedures

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

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

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

BPOs will be qualitatively scored as:

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

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

Stage I: Option Development

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

Stage IT— Detailed Option Development

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

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

Responding to
upexpected changes in
demand (decling)

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

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

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

Methodology

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

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

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

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

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

Stage I -Option Development

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

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

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

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

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

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

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

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

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

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

» Consideration of issues posed by Stakeholders

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

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

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

Staffing Impact

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

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

including:

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

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

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

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

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

Staffing Change Management

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

» Commutes and related time and cost

» Change in skill and staff mix

» Change in patient population

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

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

Human Resource Impact Analysis Form (Stage II)

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

Figure 3.21 — Stage Il Impact Analysis Form for Human Resources

Key:

Description: Description of staffing impact

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

FTE Costs/Savings: Dollar estimate of above impact

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

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

3.2.11. Research & Education

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

During Stage I, Team PwC will:

CHAPTER 3 - HEALTHCARE 41749 PROPRIETARY AND CONFIDENTIAL

5B



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

= Assemble a comprehensive overview of research and education programs at all eight
healthcare delivery study sites

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

« Identify potential impacts to R&E

During Stage I1, Team PwC will:

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

Methodology

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

Data Sources

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

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

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

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

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

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

= Patient volume (workload) in the future may or may not be sufficient to meet the
requirements of the affiliated institution. Where workload appears to drop below the

CHAPTER 3 - HEALTHCARE 42 / 49 PROPRIETARY AND CONFIDENTIAL

ol



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

threshold for appropriate training, we will note the drop, but the BPOs will not
require the VA to find additional workload to meet the affiliates’ R&E requirement

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

Stage I: Option Development

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

We will gather data using the following avenues:

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

= Gathered data from the VA Portal by Team PwC

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

» Interviews with VA Team Leader(s) or designees

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

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

Stage II: Detailed Option Development

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

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

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

T 1 )
Stakeholder Input

(Affiliates / Academic lnstifutions / Sponsors)
Figure 3.22

3.2.12. Impact on Safety and Environment

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

Methodology

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