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DUE DILIGENCE REQUEST LIST

PHASE ONE

● Date XX:  Materials requested by SH from XXXX

● Date XX:  Materials prepared for SH review

● Date XX:  SH review completed

DOCUMENT AND OTHER SPECIFIC REQUESTS

Unless otherwise specified, items requested are for x , x and x (collectively, “System”)
	No.
	Item/Description
	Responsibility
	Status
	Comments

	CORPORATE RECORDS/GOVERNANCE

	1.1
	Governing Documents of System with all amendments.*
	
	
	

	1.2
	List of all past names, assumed names and d/b/a’s of System.
	
	
	

	1.3
	Minutes of meetings of the System Board of Trustees for four (4) years
	
	
	

	1.4
	Most recent annual report and certificate of good standing.
	
	
	

	1.5
	List all members of the Board of Directors, officers or highly compensated individuals (per the 990) during the last three (3) years.
	
	
	

	1.6
	Management Organization Chart showing director level and higher.*
	
	
	

	1.7
	List all System transactions involving any person identified in 1.5 and 1.6 above during past three (3) years.*
	
	
	

	1.8
	Conflict of Interest Disclosure forms completed by persons identified in 1.5 and 1.6 above during past five years.
	
	
	

	1.9
	Governance policies/plans, including succession planning or other plans of strategic governance significance
	
	
	

	1.10
	List of members of System and minutes of meetings of the members for the past four (4) years.*
	
	
	


	AFFILIATED ENTITIES

	2.1
	List of all affiliated entities (whether wholly owned/controlled or joint venture) and for each provide: (a) purpose(s)/business/activities of entity; (b) if not wholly owned or controlled by a System entity, names and percentages of other owners; and (c) year entity became part of System.*
	
	
	

	2.2
	Corporate organization chart showing all entities (whether wholly or partially owned, including joint ventures).*
	
	
	


	FINANCIAL DOCUMENTATION*

	3.1
	Financial Background
	
	
	

	3.1.1
	Letter from management to independent accountants requesting access to audit workpapers for most recent year.*
	
	
	

	3.1.2
	Audited and unaudited statements last three (3) years.  Management letters last three (3) years.  Passed and recorded audit adjustments, last three (3) years.*
	
	
	

	3.1.3
	Most recent interim financial statements.*
	
	
	

	3.1.4
	Copies of attorney responses to auditors inquiries, last three (3) years.  Attorneys letters and financial statement footnote disclosure.*
	
	
	

	3.1.5
	Copies of operating or capital budgets for the last three (3) years.*
	
	
	

	3.1.6
	Reports or studies prepared by outside consultants concerning the business or operation of the System during the past 4 years.
	
	
	

	3.2
	Financial Detail
	
	
	

	3.2.1
	List of claims or potentially compensable matters for which reserves have been established.*
	
	
	

	3.2.2
	List of all contingent or off-balance sheet liabilities.*
	
	
	

	3.2.3
	Description and documentation of internal controls and audit procedures.
	
	
	

	3.2.4
	Physician Contract Summary/List, identifying whether employment contract or non-employed services contract (complete contracts review not until Phase Two—See 9.1.1).*
	
	
	

	3.2.5
	Lease summary supporting audit footnote.*
	
	
	

	3.2.6
	Operating Lease Summary/List.*
	
	
	

	3.2.7
	Accounts receivable trial balance and aging for the most recent period.*
	
	
	

	3.2.8
	Fixed asset listing including acquisition date, acquisition cost, depreciation schedule and amount, and current book value.*
	
	
	

	3.2.9
	Summary of financial aspects of employer-sponsored retirement plans, including but not limited to, projected near- and long-term funding needs (see related requests at 8.9 and 8.10).*
	
	
	

	3.2.10
	Most recent actuarial study for post retirement benefits.*
	
	
	

	3.2.11
	Most recent financial projections as part of the System Strategic Plan.*
	
	
	


	FINANCING AND TAX EXEMPT STATUS *

	4.1
	Tax
	
	
	

	4.1.1
	Tax returns, last four (4) years. 990, 990-T, MSBT, and 1120, for all entities that file.*
	
	
	

	4.1.2
	Copy of all tax determination letters and IRS and State of Michigan correspondence and Revenue Agent Report letters for last three (3) years.*
	
	
	

	4.2
	Financing
	
	
	

	4.2.1
	Determine the impact of affiliation on ratings for bonded indebtedness.
	
	
	

	4.2.2
	Documents and agreements evidencing current secured borrowings, including bonded debt, loan and credit agreements, promissory notes, security agreements and other evidences of indebtedness.  Please include official statements or similar documents for tax-exempt bond issues.*
	
	
	

	4.2.3
	Documents reflecting guarantee, or other contingent obligations of System.*
	
	
	

	4.2.4
	Leases, installment sales, factoring or receivable sales agreements.*
	
	
	

	4.2.5
	Most recent Official Statement.*
	
	
	

	4.2.6
	Transcript of documents (closing memo) from most recent bond offering.*
	
	
	

	4.2.7
	Most recent MTM statements for swaps.*
	
	
	

	4.2.8
	 Most recent covenant calculations.*
	
	
	


	REIMBURSEMENT*

	5.1
	Managed care participation and contract summary.*
	
	
	

	5.2
	Spreadsheet summary of BCBSM, HMO, PPO, and other third-party insurance agreements entered into and currently in effect covering approximately 70% or more of services provided by Group.  (Include copies of agreements-3 years.).*
	
	
	

	5.3
	Medicare/Medicaid participation agreements (3 years).*
	
	
	

	5.4
	Cost reports and other documentation relating to any cost report controversies of whatever nature (3 years).*
	
	
	

	5.5
	Discount arrangements which result in rates lower than those paid by third-party reimbursement programs (3 years).*
	
	
	

	5.6
	MPRO contracts and reports (3 years).*
	
	
	

	5.7
	Intermediary exit conference summaries and reports (3 years).*
	
	
	

	5.8
	List of any purchases from a related organization not disclosed on cost reports (3 years).*
	
	
	

	5.9
	PHO Agreements and related Financial Reports*
	
	
	

	5.10
	Charity care policy.*
	
	
	


	GOVERNMENTAL COMPLIANCE

	6.1
	List of all threatened or pending audits, claims, lawsuits, or government proceedings, investigations or controversies (federal, state or local) including correspondence with governmental agencies within the last three (3) years in any way relating to or affecting the business or assets of any of System (excluding resolved NLRB or other labor-related matters). 
	
	
	

	6.2
	Reports and any other correspondence with any state or federal regulatory agencies relating to compliance with federal, state or local laws or regulations during the past three (3) years (including EPA and OSHA correspondence, notices of violation or imposition of fines).
	
	
	

	6.3
	Any citation or investigation report by any regulatory agency during the last three (3) years.
	
	
	

	6.4
	Outstanding orders, writs, judgments, injunctions or consent decrees.
	
	
	

	6.5
	Minutes of Corporate Compliance Committee(s)
	
	
	

	6.6
	Corporate Compliance Plan.*
	
	
	

	6.7
	Code of Conduct.*
	
	
	

	6.8
	Internal and external correspondence or other material of whatever nature relating to material instances of potential or actual fraud and abuse or Stark violations.
	
	
	


	CLAIMS (to extent not disclosed in response to above item)

	7.1
	Insurance coverage summary.*
	
	
	

	7.2
	List of any claims of any kind or nature against System, its assets, or any executive (in capacity as System executive) or entity affiliated with System.
	
	
	

	7.3
	List of any pending proceeding (whether civil or criminal and whether pending before any agency, tribunal or court) involving (whether as plaintiff or defendant) System, its assets or any executive (in capacity as System executive) or entity affiliated with System.
	
	
	

	7.4
	List of any decision or judgment in the last six (6) years against System, its assets or any executive (in capacity as System executive) or entity affiliated with System.
	
	
	

	7.5
	Insurance correspondence, including reservation of rights letters from insurance carriers.
	
	
	


	OTHER

	8.1
	Number of Emergency Department treatment rooms, surgical suites, other procedure rooms.
	
	
	

	8.2
	List of services provided by System with volumes (including, but not limited to:  emergency visits, emergency admits, transfers to other hospitals, inpatient surgeries, outpatient surgeries, observation days, radiology procedures by modality).*
	
	
	

	8.3
	Comprehensive listing of System facilities, status (own, lease, other) and address.*
	
	
	

	8.4
	Number of employed staff and FTE’s and turnover rate by category (MD, RN, etc.) – both as of 12/31/08 and most recent month-end report.*
	
	
	

	8.5
	List of health care staff members, specialties, and restrictions.*
	
	
	

	8.6
	List of physicians employed by System or affiliates, along with identification of specialty of each.*
	
	
	

	8.7
	List of Medical Staff Officers and Medical Executive Committee members.*
	
	
	

	8.8
	List of any unionized departments or units, specifying names of unions, number of employees and date of next renegotiation of agreement for unit.*
	
	
	

	8.9
	Provide copies of qualified pension, profit sharing, and similar plans of System or any entity affiliated with System under the terms of Section 414 of the Internal Revenue Code of 1986, as amended covering any employees or retirees of System; all amendments, trust documents, and 

Insurance contracts related thereto; and all tax returns, financial statements, and actuarial reports relating to the plans for the past five (5) plan years.*
	
	
	

	8.10
	All nonqualified pension, profit sharing, bonus, deferred compensation, and similar plans of System covering any employees or retirees of System; and all amendments, trust documents, insurance contracts, and reports related thereto.*
	
	
	

	8.11
	Copies of PBGC premium filings for any defined benefit pension plan for the last three (3) plan years.*
	
	
	

	8.12
	Strategic plans for current period, next period if available and past three periods.*
	
	
	

	8.13
	Current facilities master plan.*
	
	
	

	8.14
	List of key clinical and business software applications (see more detailed request in 18.2).*
	
	
	


	On-Site

Visits
	As part of the due diligence review process, Spectrum Health will request several on-site due diligence visits by Spectrum Health personnel with expertise in the following areas:

· Finance;

· Operations;

· Facilities;

· Strategic planning;

· Regional development;

· Human resources;

· Clinical quality;

· Clinical risk management;

· Corporate compliance;

· Medical staff relations;

· Information technology; and

· Communications/PR.


Status Key:  NS-Not started    IP-In process   C-Completed   NA-Not applicable
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* Please provide paper or electronic copies of these items to Spectrum Health


