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My Dear Friends:

Greetings. Thank you for this wonderful opportunity to introduce myself to some and re-
acquaint myself with others. | am Dr. Audrey Gregory and | was recently named the Detroit
Medical Center’s Chief Executive Officer (DMC/CEO). | am excited by this opportunity and
profoundly respectful of the DMC’s mission and importance to this great community. Families
for more than 150 years have turned to the DMC when loved ones needed experienced, safe
and compassionate health care. | am pleased to lead this team of visionary leaders, skilled
nurses and physicians and high quality support team members.

Our continued drive to excellence over the course of the next decade has been facilitated by
our hard work over the last nine years. Coupled with investments made by Tenet Healthcare,
the DMC is well positioned to continue leading healthcare’s transformation. The Tenet/DMC
Pillars of Quality, Safety, Experience, Cost and Growth provide a solid foundation assuring our
ability to deliver the innovative, high quality healthcare this community needs and deserves.
Great things will continue happening at the DMC because all of us are passionate about the
work we do. Itis our honor to provide great care to this wonderful community as evidenced by
the contents of this report. We are proud of our service and grateful to this community for
decades of support and partnerships.

Sincerely,
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Dr. Audrey Gregory, Ph.D.
Group Chief Executive Officer
Detroit Medical Center



Legacy Report
Management Overview

The Detroit Medical Center (DMC) is pleased to present its 2019 annual report. This report marks
the ninth annual report filed by the DMC since the DMC Legacy board was formed following the
sale of DMC. We are extremely proud of the contributions our organization has made over the last
nine years to City of Detroit and the Southeast Michigan region. To fully understand the impact of
these contributions, it is important to look back.

In the early 2000s, facing the most challenging time in its history, Mike Duggan was brought in to
lead the DMC. Despite financial improvement and a state grant of $50,000,000 to stave off
bankruptcy, it was clear the DMC would not be able to generate the income necessary to be
competitive and fund desperately needed major capital costs and program and facility
expansion. Ultimately, the difficult decision was made to seek a buyer for the DMC. According to
a report by then Michigan Attorney General Michael Cox, “As of December 31, 2009 Detroit
Medical Center’s net working capital was a negative $45 million.”

In 2010 Vanguard Health System, purchased the DMC. The purchase agreement (“Agreement”)
included significant post-closing obligations ensuring the preservation of the DMC. Vanguard
Health System was purchased by Tenet Healthcare Corporation in 2013, and Tenet assumed the
responsibility to comply with the post- closing obligations made to the people of the State of
Michigan.

Vanguard'’s decision to purchase DMC was in the words of Cox, “[m]ade against the backdrop of
Detroit Medical Center’s inability to generate cash flow sufficient to fund necessary levels of
capital expenditure and make crucial infrastructure investments.” According to Cox, the $1.5
billion payment, including $391,000,000 to retire DMC bonds, approximately $335,000,000 in
unfunded employee pension and physician medical malpractice liability and a commitment to
invest $850,000,000 in capital at the DMC, exceeded the Detroit Medical Center’s highest
estimated value in the judgment of independent experts. In addition, the new owners
committed to exceeding the DMC’s charity care policy for 10 years as well as keeping open all
DMC hospitals and funding the operation of Legacy DMC allowing that entity to monitor the
contractual commitment.



Today, the DMC, one of the nation’s most important health systems and leading academic
medical institution, stands as a strong and stable pillar of health care in our community.

Over the years, extensive capital improvements, a continued investment in a full
spectrum of health care services designed to expand access, a renewed focus on
regulatory compliance, enhancements to our graduate medical education program, and a
vibrant clinical research program, have combined to transform the DMC.

The health system is now consistently recognized nationally for its leadership and clinical
excellence, while staying true to our mission of providing the highest quality, most compassionate
and safest health care to the people in the communities we serve.

As we look toward the future, our community can rest assured we will not waiver in our
commitment to that mission and our goal of building an even stronger DMC for the future.

The DMC Annual Report as in prior years, is organized by section of the Agreement relating to
each specific covenant assumed by DMC. The sections are:

Indigent and Low Income Care(12.2);
Commitments to Maintain the Hospitals and Provide Core Services(12.3);
Capital Expenditures(12.4);

The Warrant (12.5);

Retention of Medical Staff(12.6);

No Sale of Hospitals(12.7);

Commitment to Education Mission(12.8);
Commitment to Research Mission(12.9);
Karmanos Cancer Center(12.10);

Health and Wellness Initiatives(12.11);
Supplier Diversity Program(12.12);
Project Genesis(12.13);

Detroit Based Systems(12.14);

National Support Centers (12.15);and
Naming Conventions(12.16).

Article 12.17 of the Agreement identifies the DMC's “Annual Reporting Requirements” as to the
covenants listed above. Generally speaking, the DMC is obligated to report on covenants (with
the exception of 12.6) “to the extent any such covenants continue in effect during” a ten-year
period. The DMC’s reporting requirement regarding its $850M Capital Expenditures covenant,
which it met unequivocally years ago, has expired.



The DMC voluntarily has provided information regarding certain additional expenditures, but this
is not in response to any continued reporting obligation.

Having submitted this Report and other information to Legacy DMC, the DMC looks forward to
receiving Legacy DMC’s own report in due course. Legacy DMC’s reporting role is more limited
than the DMC'’s. Pursuant to the parties’ respective Monitoring and Enforcement Agreements,
Legacy DMC was given the mandate to report on eight (8) of DMC’s “Post-Closing Covenants.”

These are as follows:

e Indigent and Low Income Care(12.2);

Commitments to Maintain the Hospitals and Provide Core Services(12.3);
Capital Expenditures(12.4);

Warrant (12.5, per the Enforcement Agreement);

No Sale of Hospitals(12.7);

Detroit Based Systems(12.14);

National Support Centers (12.15);and

e Annual Reporting Requirements (12.17). /d.

Dovetailing with the DMC'’s reporting obligations, Legacy DMC’s own reporting obligation in
regard to Capital Expenditures has ended, which makes sense given that Legacy DMC agrees that
that covenant has been met. The DMC presumes that Legacy DMC will report on the remainder of
the seven “Post-Closing Covenants” based on its review of substantiated, factual information.

The DMC is pleased to be able to assist Legacy DMC in regard to this important task.



2019 DMC Recognition and Awards

DMC Harper University Hospital has been nationally recognized by U.S. News & World
Report as a 2019-20 Best Hospital in Diabetes & Endocrinology, Neurology &
Neurosurgery, Geriatrics and Nephrology. The hospital was ranked in the top six in both
the state and metro Detroit rankings. Harper was also recognized as high performing in
COPD and Heart Failure.

DMC Harper-Hutzel Hospital, and DMC Rehabilitation Institute of Michigan have received
Magnet recognition for Nursing. RIM is one of only five rehab hospitals to be designated as
a Magnet hospital. This program recognizes health care organizations for quality patient
care, nursing excellence and innovations in professional nursing practice.

Most Wired Hospital by Hospitals & Health Networks magazine (since 2008).

DMC Harper University Hospital and Huron Valley-Sinai Hospital are also designated as a
Blue Distinction Center+ for Bariatric Surgery (for Gastric Banding) and a Blue Distinction
Center for Bariatric Surgery (for Gastric stapling) by Blue Cross Blue Shield of Michigan and
Blue Care network, an independent licensee of Blue Cross Blue Shield Association.

DMC Hutzel Women’s Hospital is the only hospital in Michigan certified as a Center of
Excellence in Minimally Invasive Gynecologic Surgery by the Surgical Review Corporation.

DMC Harper University Hospital is recognized as a Cigna 3-Star Quality Center of Excellence
Bariatric Surgery Center.

DMC Harper University Hospital and Huron Valley-Sinai Hospital Bariatric Surgical Center
are accredited under the Metabolic and Bariatric Surgery Accreditation and Quality
Improvement Program (MBSAQIP®), a joint program of the American College of Surgeons
(ACS) and the American Society for Metabolic and BariatricSurgery(ASMBS).

DMC Heart Hospital earned an additional 3-year Carotid Stenting Accreditation by
Intersocietal Accreditation Commission (IAC) in Carotid Stenting. It is the second
consecutive accreditation for DMC Heart Hospital, one of only eight hospitals in the nation
and two hospitals in the state currentlyaccredited.

DMC Detroit Receiving Hospital is an Energy Star certified building (since 2016).

DMC Huron Valley-Sinai Hospital four years in a row was awarded the Economic Alliance
for Michigan (EAM) for PatientSafety.

DMC Huron Valley-Sinai Hospital was recognized by the Joint Commission with disease-
specific certifications for stroke, hip and knee.



DMC Harper University Hospital is the first hospital in Michigan to earn the Joint
Commission Gold Seal of Approval, DSC Morbid OBESITY (6th consecutivere-certification).

DMC Sinai-Grace Hospital was recognized by Joint Commission’s Gold Seal of Approval® as
an Advanced Primary Stroke Center.

DMC Huron-Valley is part of an elite group of hospitals in Michigan and across the country
to earn Leapfrog’s top A score. Huron Valley-Sinai Hospital is 1 of 42 hospitals in the U.S. to
receive straight A’s since the inception of the Safety Grades (15 consecutive reporting
periods).

In 2019, Rehabilitation Institute of Michigan’s (RIM) Cardiac Rehab program became
certified by the American Association of Cardiovascular and Pulmonary Rehabilitation
(AACVPR). Certification through AACVPR guarantees RIM’s Cardiac Rehab program is
providing the highest level of patient care, by implementing research-based practice and
ensuring we follow the most up-to-date government-regulatedguidelines.

RIM received CARF (Commission on Accreditation of Rehabilitation Facilities) accreditation
for Brain Injury Specialty Program, Spinal Cord System of Care, Stroke Specialty Program,
Comprehensive Integrated Inpatient Rehabilitation Program and Amputation Specialty
Program.

DMC Sinai-Grace Hospital and DMC Detroit Receiving Hospital were recognized as high
performing in COPD and HeartFailure.

DMC Sinai-Grace Hospital Stroke Team (SGH), DMC Harper- Hutzel and DMC Detroit
Receiving (DRH) have all received the American Heart Association/American Stroke
Association Get With The Guidelines-Stroke Gold Plus Quality Achievement Award. SGH
was also awarded with Target: Stroke Honor Roll, and DRH earned the Target: Stroke
Honor Roll Elite Award.

DMC Sinai-Grace Hospital was named to Becker’s 44 hospitals with the lowest stroke death
rates list. Hospitals on this list have a stroke death rate of less than 11.7 percent, compared
to the national rate of 14.9 percent, based on Hospital Compare data from July 2012
through June 2015.

DMC Children’s Hospital of Michigan is a freestanding Level 1 Pediatric Trauma Center
Certified by the American College of Surgeons (ACS).

DMC Children’s Hospital of Michigan and DMC Detroit Receiving Hospital were Verified
Pediatric and Adult Burn Centers by the American Burn Association and the American
College of Surgeons.



DMC Children’s Hospital of Michigan is ranked as one of America’s best pediatric hospitals
by U.S. News & World Report in Urology, Gastroenterology/Gl Surgery, Nephrology,
Neurology and Neurosurgery, and Orthopedic Surgery.

The Pediatric Epilepsy and Pediatric Epilepsy Surgery Program at the DMC Children’s
Hospital of Michigan is recognized as a Level 4 Epilepsy Center by the National Association
of Epilepsy Centers (NAEC). Level 4 epilepsy centers have the professional expertise and
facilities to provide the highest-level medical and surgical evaluation and treatment for
patients with complexepilepsy.

DMC Children’s Hospital of Michigan achieved ACR gold seal of accreditation representing
the highest level of image quality and patient safety.

DMC Children’s Hospital of Michigan earned the prestigious 2018 Eisenberg Award for
Patient Safety and Quality.

DMC Children’s Hospital of Michigan’s has Metro-Detroit’s only dedicated 6-bed pediatric
bone marrow transplant unit, which is accredited by the Foundation for the Accreditation
of Cellular Therapy(FACT).

DMC Children’s Hospital of Michigan is Metro-Detroit’s only center for pediatric heart,
kidney and liver transplantation at a freestanding children’s hospital.

DMC Children’s Hospital of Michigan’s 14-bed inpatient rehabilitation program certified by
the Commission on Accreditation of Rehabilitation Facilities (CARF), demonstrating
dedication to accountability and compliance with internationally accepted standards of
excellence.

DMC Children’s Hospital of Michigan is the only hospital in Metro Detroit designated as an
accredited center of care for providing high-quality cardiac care to children with
cardiomyopathy. The designation is made by the Children’s Cardiomyopathy Foundation
(CCF), a national nonprofit committed to improving the health outcomes and quality of life
for children withcardiomyopathy.

DMC Children’s Hospital of Michigan Tuberous Sclerosis Complex (TSC) clinic is one of only
a few in the state to be recognized as a TSC Clinic in good standing by the Tuberous
Sclerosis (TS) Alliance.

DMC Detroit Receiving Hospital and DMC Huron Valley Sinai Hospital were among
hospitals across the country that had in 2019 no findings, in the Immediate Threat to Life
or High Risk Categories, during their unannounced Joint Commission Surveys.



