—  Exhibit E

lm’ DUKE UNIVERSITY HEALTH. SYSTEM

Corporate Finance

Robert N. Willis, Jr., CPA
Associate Vice President, Finance and Corporate Controller

November 4, 2009

Mr. Christopher B. Taylor, CPA ,
North Carolina Medical Care Commission
701 Barbour Drive

Raleigh, North Carolina 27603-2008

Dear Chris:

As requested by the Medical Care Commission beginning in November 2001 and
modified in March 2007, I provide the attached EXHIBIT B for Duke University Health
Systern, Inc. (DUHS) for the fiscal year ended June 30, 2009. The Health System’s
medical activities in Durham and surrounding communities have not changed
substantially from the report I provided you in March 2009 (copy enclosed).

In 2008, DUHS adopted the NCHA Community Benefit Reporting format, which
substantially follows the recently released IRS Form 990 format with the exception of '
Medicare Program losses. DUHS disclosed these amounts in its June 30, 2009 audited
financial statements in note 5. Copies of the 2009 NCHA-ANDI community benefit
report filing are attached.

Please let me know if you have any additional questions with respect to the information
provided by DUHS. My direct phone line is (919) 613-8999.

Sincerely,

M TRATR
Robert N. Willis, Jr.

RECEVED
DHSR

Copy: Kenneth C. Morris , . NOV - 5 2009

NC MEDicaL
ARE COMMISSION

DUMC 2760-Durham, NC 27710-tel: (919) 613-8994-fax: (919) 613-9035-email: robert.willis@duke.edu




(EXHIBIT B)

North Carolina Medical Care Commission
Community Benefits Report

(Hospitals)
Organization: Duke University Health System, Inc.
Address: 615 Douglas Street, Suite 700
Durham, North Carolina 27705
Telephone: (919) 613-8999
Contact: . Robert N. Willis, Jr._""-— Corporate Controlier

For Fiscal Year Ending: June 30, 2009

A Estimated Cost of treating Charity Care Patients $ 47,740,280
B Estimated Unreimbursed Cost of Treating Medicare Patients 68,906,597
C This includes an adjustment in the period's Medicare revenues for extraordinary

adjustments of: -
D Without this Medicare adjustment, Medicare losses would have been (B + C) 68,906,597
E Estimated Unreimbursed Costs of Treating Medicaid Patients 62,067,155

F This includes and adjustment in the period's Medicaid revenues for extraordinary
adjustments of: -

G Without this Medicaid adjustment, Medicaid losses Would have been (E+F) 62,067,155
H Estimated Unreimbursed Costs of Treating Patients from other Non-Negotiated

Government Programs -
I This includes and adjustment in this period's Other Non-Negotiated Government

Program revenues for extraordinary adjustments of: ' -
J Without this adjustment, Other Non-negotiated Government Progrars Losses would

have been (H +1): -
K Community Health Improvement Services & Community Benefiit Operations
L Health Professions Education 40,069,233
M Subsidized Health Services -
N Research Costs -

- O Cash and In-kind Contributions to community Groups 8,171,954
Q Total Community Benefits with Settlements and Adjustments $ 226,955,219
R Total Community Benefits without Settlements and Adjustments $ 226,955,219

S Estimated Costs of Treating Bad Debt Patients . $ 25,177,182
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North Carolina Hospital Community Benefits Report

¢

North Carolina Hospital Community Benefits-Report

Hospital Name
Time Period

Community Benefits

A, Estlmated Costs of Treating Charity Care Patlents

B. Estlmated Unrelmbursed Costs of Treating Medlcare Patients*

C. This includes an adjustment in this period's Medicare revenues for extraordinary adjustments? of:
D. Without this Medicare adjustment, Medicare Losses would have been (B + C):

E. Estimated Unreimbursed Costs of Trealing Medlcaud Patients

F. This includes an adjustment in this period's Medicaid’ fevenues for extraordinary adjustrnents? of: -
G. Without this Medicaid adjustment, Medicaid Losses would have been (E + F):

H Estimated Unreimbursed Costs of Treating Patlents from Other Non- Negohated Govemment
Programs* ) _

|. This includes an adjustment in this period's Other Non-Negotiated Government Programs revenues for
extraordlnary adjustments of:

i)) Without this adjustment, Other Non—Negotlated Government Programs Losses would have been (H +
K. Community Health Improvement Services & Community Benefit Operations

L. Heélth Préf_essions Eduﬁation

M. Subsidized Health Services®

‘N Research Costs

O Cash and In-kind Contributions to Commun(ty Groups

P.»Commumty Building Activities?

Q. Total Community Benefits! with Settlements and Extraordinary Adjustments (A+B+E+H +K
+L+M+N+0+P)

R. Total Community Benefits! without Settlements and Extraordinary Adjustments (A+ D + G +J
+K+L+M+N+0O+P) .

Bad Debt Costs
S. Estimated Costs of Treating Bad Debt Patients*

Notes:

(1) Grant monies received to support any community benefit activities. These amounts have not been
netted from Total Community Benefits.

(2 Notes about prior period adjustments

(3 Notes about Subsidized Health Services

Many subsidized health services are not currently captured as unigue cast items in the DUHS
accounting system. As a resuit, DUHS will not report an amount for this fiscal period.

(4 Notes about Community Building Activities

Many community building activities are not currenty captured as uni'que cost items in the DUHS
accounting system. As a result, DUHS will not report an amount for this fiscal period.

() URL with additional information about this community benefits report

not available

https://www.ncha.org/cbsurvey/preview.lasso

Pége 1of2

Duke
University
Hospital

FY 2009

24597709
48707024

48707024
52389762

52389762

37619799

325872

163640266

163640266

16230700

10/23/2009



North Carolina Hospital Community Benefits Report Pége 2 of2

(6) Other Notes

* Footnotes:
The costing methodology or source used to determine payer costs is:

The ANDI methodology, which uses a facility-wide ratio of cost to charges as described in NCHA
Community Benefits Guidelines. :

An internal cost accounting system, adjusted for community benefit reporting.

X Aninternal cost accounting system, adjusted for community benefit reporting, for all items except
bad debt and charity care, which use in internal cost-to-charge ratic approach that is based on
the methodology specified in the NCHA Community Benefits Guidelines.

An internal cost-to-charge ratio approach that is bésed on the methodology specified in the
NCHA Community Benefits Guidelines.

All costing methodologies do not double-count expenses reported in other community benefit items. For
example, amounts reported in Subsidized Health Services do not also appear in Medicaid losses.

Last modified on October 23, 2009 4:05 PM

https://www.ncha.org/cbsurvey/preview.lasso 10/23/2009
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North Carolina Hospital Community Benefits Report

. Durham

Hospital Name Regional
.o . o o ) Hospital
Time Period . . o FY 2009
Community Benefits
A. Estimated Costs ofTreatlng Charity Care Patrents 13260833
B. Estimated Unrelmbursed Costs of Treatmg Medlcare Patlents 4727939
C. This includes an adjustment in this perrod's Medrcare revenues for extraordmary ad]ustments of:
D. Without thrs Medlcare adjustment Medlcare Losses would have been (B + C) 4727939
E Estrmated Unreimbursed Costs ofTreatmg Medrcard Patrents o I 6812733
F. This includes an ad)ustment in thrs penod s Medrcard revenues for extraordmary adjustments of .
G. Without this Medrcard adjustment Medlcald Losses would have been (E +F): . 6812733
H Estrmated Unrermbursed Costs of Treatrng Patrents from Other Non Negotrated éovemrnent ‘ S A
Programs
I. This |ncludes an adjustment in this perlod's Other Non-Negotlated Govemment Programs revenues for .
extraordmary adjustments of:
ij) Without this adiusgmea{ _(-)(her Non Negotrated Govemment Proérams Losses would have been (H +
K. Community Health lmprovement Serwces & Commumty Beneﬁt Operatlons ST
L Health Professrons Educat_lgﬂ o L l T ) — ’ v ' N 2449434
: M. Subsidized Health Serwces3

N. Research Costs N o L ) —4” i 1 T 0
0. Gash and In-kind Contrbutions to Community Groups 7697995
P. Commumty Burldmg Actlvmes ) .
Q. Total Community Benefits ! with Settlements and Extraordmary Adjustments (A + B +E+ H + K 34948934
+L+M+N+0+P) B
R. Total Community Benefits! without Settlements and Extraordlnary Adjustments (A +D+ G +J 34948934
+K+L+M+N+0O+P)
Bad Debt Casts
S. Estimated Costs of Treating Bad Debt Patients* o ‘ o 5501637

Notes:

{1) Grant monies received to support any community benefit activities. These amounts have not been
netted from Total Community Benefits.

(2) Notes about prior period adjustments

B3) Notes about Subsidized Health Services

Many subsidized health services are not currently captured as unique cost items in the DUHS
accounting system. As a result, DUHS will not report an amount for this fiscal period.

(4) Notes about Community Building Activities

Many community building activities are not currently captured as unique cost items in the DUHS
accounting system. As a result, DUHS will not report an amount for this fiscal penod

() URL with additional information about this community benefits report

not available

https://www.ncha.org/cbsurvey/preview.lasso 10/23/2009



() Other Notes

* Footnotes:
The costing methodology or source used to determine payer costs is:

The ANDI methodology, which uses a facility-wide ratio of cost to charges as described in NCHA
Community Benefits Guidelines. )
An internal cost accounting system, adjusted for community benefit reporting.

X Aninternal cost accounting system, adjusted for community benefit reporting, for all items except
bad debt and charity care, which use in internal cost-to-charge ratio approach that is based on
the methodology specified in the NCHA Community Benefits Guidelines.

An internal cost-to-charge ratio approach thatis based on the methodology specified in the ;
NCHA Community Benefits Guidelines. R 2

2

All costing methodologies do not double-count expenses reported in other community benefit items. For
example, amounts reported in Subsidized Health Services do not also appear in Medicaid Josses.

North Carolina Hospital Community Benefits Report Pége 20f2
i
|
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Last modified on October 23, 2009 4:13 PM

https://www .ncha.org/cbsurvey/preview.lasso 10/23/2009



. North Carolina Hospital Community Benefits Report Page | of 2

North Carolina Hospital Community Benefits Report

. Duke Raleigh
Hospital Name Hospital

Time Period FY 2009

Community Benefits
A. Estimated Costs of Treating Charity Care Patients” 9881738
B Estimated Unreimbursed Costs of Treating Medicare Patients* - 15471634

C Thls mcludes an adjustment in this period's Medicare revenues for extraordinary adjustments of:
D Wlthout thts Medicare adjustment, Medicare Losses would have been (B + C): 15471634
E Estlmated Unrelmbursed Costs of Treating Medicaid Pattents 2864660

F ThIS mcludes an adjustment in this period's Medicaid revenues for extraordmary adjustments? of:
G Wlthout thls Medicaid adjustment Medicaid Losses would have been (E+ F) 2864660

H Estlmated Unrelmbursed Costs of Treating Patients from Other Non-Negotiated Government
?rograms

I Ttus lneludes an ad;ustment in this period’s Other Non-Negotiated Government Programs revenues for
extraordmary adjustments of:

J. Without this ad;ustment Other Non- Negotxated Government Programs Losses would have been (H +

o
K Communlty Health lmprovement Serwces & Community Benefit Operations

L. Health Professsons Education

P

;- M. Subsxdlzed Health Serv«ces3 . .

’ N Research Costs

O Cash and In kmd Contnbutions to Commumty Groups ) o ' 147987

P. Commumty Bundmg Actnvmes

Q. Total Community Benefits’ w:th Settlements and Extraordmary Adjustments (A +B+E+H+K
28366019
+L+M+N+O+P)

R. Total Community Benef‘ts wnthout Settlements and Extraordmary Adjustments (A+D+G+J
: 28366019
+K+L+M+N+O+P)

Bad Debt Costs
S. Est:mated Costs of Treatlng Bad Debt Pat)ents ) 3444795

Notes:

(1) Grant monies received to support any community benefit activities. These amounts have not been
netted from Total Community Benefits.

(2 Notes about prior period adjustments

(3) Notes about Subsidized Health Services

Many subsidized health services are not currently captured as unique cost items in the DUHS
accounting system As a result, DUHS will not report an amount for this fiscal period.

(4) Notes about Community Building Activities

Many community building activities are not currently captured as unique cost items in the DUHS
accounting system. As a result, DUHS will not report an amount for this fiscal period.

{8) URL with additional information about this community benefits report
not available
(6) Other Notes

‘https://www.ncha.org/cbsurvey/preview.lasso 10/23/2009
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* Footnotes:
The costing methodology or source used to determine payer costs is:

The ANDI methadology, which uses a facility-wide ratio of cost to charges as described in NCHA
Community Benefits Guidelines.

An internal cost accounting system, adjusted for community benefit reporting.

X Aninternal cost accounting system, adjusted for community benefit reporting, for all items except
bad debt and charity care, which use in internal cost-to~charge ratio approach that is based on
the methodology specified in the NCHA Community Benefits Guidelines.

An internal cost-to-charge ratio approach that is based on the methodology specified in the
NCHA Community Benefits Guidelines.

All costing methodologies do not double-count expenses reported in other comrﬁunity benefit items. For
example, amounts reported in Subsidized Health Services do not also appear in Medicaid losses.

Last modified on October 23, 2009 3:43 PM

https://www.ncha.org/cbsurvey/preview.lasso | 10/23/2009



