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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT
EJVED

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICIQI

. . . JAN
This Section must be completed for all projects. 0 4 201
. \ vee s HEALTH FAC
Facility/Project ldentification SERVICES p;\,!"E'mggzﬁg_
Facility Name: Mattoon Dialysis
Street Address: 6051 Development Drive
City and Zip Code: Charleston, lllinois 61920
County: Coles Health Service Area 4 Health Planning Area:
Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].
Exact Legal Name: DaVita, Inc.
Address: 601 Hawaii Street, El Segunde, California 90245
Name of Registered Agent: lllinois Corporation Service Company
Name of Chief Executive Officer: Kent J. Thiry '
CEQ Address: 601 Hawaii Street, El Segundo, California 90245
Telephone Number:
Type of Ownership of Applicant/Co-Applicant
O Non-profit Corporation O Partnership
X For-profit Corporation OJ Governmental
O Limited Liability Company ] Sole Proprietorship O Other
o Corporations and limited liability companies must provide an lllinois certificate of good
standing.
o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.
APPEND DOCUMENTATION AS ATTACHMENT-1 IN NUMER!C SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. 7 IR 4 _ 2

Primary Contact
[Person to receive all correspondence or inquiries during the review period]

Name: Kara Friedman

Title: Attorney

Company Name: Polsinelli Shughart PC

Address: 161 North Clark Street, Suite 4200, Chicago, lllinois 60601

Telephone Number: 312-873-3639

E-mail Address: kfriedman@polinselli.com

Fax Number: 312-873-2939

Additional Contact
[Person who is also authorized to discuss the application for permit]

Name: Marcia Sorrill

Title: Regional Operations Director

Company Name; DaVita, Inc.

Address: 932 North Rutledge Street, Springfield, lllinois 62702

Telephone Number: 217-725-1480

E-mail Address: Marcia. Sorrill@davita.com

Fax Number: 866-917-5721

113356.1
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT-May 2010 Edition
ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT
SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION

This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Mattoon Dialysis

Street Address: 6051 Development Drive

City and Zip Code: Charleston, lllinois 61920

County: Coles Health Service Area 4 Health Planning Area:

Applicant /Co-Applicant ldentification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: DVA Renal Healthcare, inc. d/b/a Mattoon Dialysis

Address: 601 Hawaii Street, El Segundo, California 90245

Name of Registered Agent: lilinois Corporation Service Company

Name of Chief Executive Officer: Kent J. Thiry

CEO Address: 601 Hawaii Street, E| Segundo, California 90245

Telephone Number:

Type of Ownership of Applicant/Co-Applicant

O Non-profit Corporation d Partnership
=4 For-profit Corporation OJ Governmental
O Limited Liability Company O Sole Proprietorship O Other

o Corporations and limited liability companies must provide an Illinois certificate of good
standing.

o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.

T T Enpe
N NUMERIC SEQUENTIAL'ORDER AFTER THE LAST PAGE OF THE
S Akl

. APPLICATION FORM. 52

"APPEND DOCUMENTATlON S %‘yCHMEN

Primary Contact
[Person to receive all correspondence or inquiries during the review penod}

Name: Kara Friedman

Title: Attorney

Company Name: Polsinelli Shughart PC

Address: 161 North Clark Street, Suite 4200, Chicago, lllinois 60601

Telephone Number: 312-873-3639

E-mail Address: kfriedman@polinselli.com

Fax Number: 312-873-2939

Additional Contact
[Person who is also authorized to discuss the application for permit]

Name: Marcia Sorrill

Title: Regional Operations Director

Company Name: DaVita, Inc.

Address: 932 North Rutledge Street, Springfield, lllinois 62702

Telephone Number: 217-725-1480

E-mail Address: Marcia.Sorrill@davita.com

Fax Number: 866-917-5721

113356.1




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Post Permit Contact
[Person to receive all correspondence subsequent to permit issuance-THIS PERSON MUST BE
EMPLOYED BY THE LICENSED HEALTH CARE FACILITY AS DEFINED AT 20 ILCS 3960

Name: Marcia Sorrill

Title: Regional Operations Director

Company Name: DaVita, Inc.

Address: 932 North Rutledge Street, Springfield, lllinois 62702

Telephone Number: 217-725-1480

E-mail Address: Marcia.Sorrill@davita.com

Fax Number: 866-817-5721

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner:

Address of Site Owner:

Street Address or Legal Description of Site: 6051 Development Drive. Charleston, IL 61920
Proof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of ownership
are property tax statement, tax assessor’s documentation, deed, notarized statement of the corporation

attesting to uwnershlp, an optmn to lease, a letter of intent to lease or a lease.

APPEND DOCUMENTATION AS ATTACHMENT-Z‘ IN NUMERIC SEQUENT!AL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. .

Operating ldentity/Licensee
[Provide this information for each applicable facility, and insert after this page.]

Exact Legal Name: DVA Renal Healthcare, Inc. d/b/a Mattoon Dialysis

Address: 601 Hawaii Street, El Segundo, California 90245

O Non-profit Corporation O Partnership
X For-profit Corporation ] Governmental
O Limited Liability Company 'l Sole Proprietorship O Other

o Corporations and limited liability companies must provide an lllinois Certificate of Good Standing.

o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.

o Persons with 5 percent or greater interest in the licensee must be identified with the % of

ownershlp

= = Rl noki SEERE

APPEND DOCUMENTATION AS ATTACHMENT-3 [N NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. . L : R AT TR e

Organizational Relationships

Provide (for each co-applicant) an organizational chart containing the name and retationship of any
person or entity who is related (as defined in Part 1130.140). If the related person or entity is participating
in the development or funding of the project, describe the interest and the amount and type of any
financial contribution.

APPEND DOCUMENTATION AS ATTACHMENT-4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. .

§13356.1




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Flood Plain Requirements
[Refer to application instructions.]

Provide documentation that the pro;ect complies with the requirements of lllinois Executive Order #2005-5
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements
please provide a map of the proposed project location showing any identified floodplain areas. Floodplain
maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.org. This map must be in a
readable format. In addition please provide a statement attesting that the project complies with the
re unrements of lllinois Executive Order #2005-5 http:/iwww. hfsrb l||anIS ov).

APPEND DOCUMENTATION AS ATTACHMENT -5, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. :

Historic Resources Preservation Act Requirements

[Refer to application instructions.]

Provide documentation regarding compliance with the requirements of the Historic Resources
Preservation Act.

APPEND DOCUMENTATION AS ATTACHMENT-G, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. _ LA

DESCRIPTION OF PROJECT

1. Project Classification
[Check those applicable - refer to Parl 1110.40 and Part 1120.20(b}

Part 1120 Applicability or Classification:
Part 1110 Classification: [Check one only.]
O Substantive {] Part 1120 Not Applicable

{] Category A Project
[ Non-substantive < Category B Project

"] DHS or DVA Project

113356.1
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

2. Narrative Description

Provide in the space below, a brief narrative description of the project. Explain WHAT is to be done in State Board
defined terms, NOT WHY it is being done. If the project site does NOT have a street address, include a legal
description of the site. Include the rationale regarding the project’s classification as substantive or non-substantive.

Davita, Inc., and DVA Renal Healthcare, Inc. {the “Applicants”) seek authority from the lllinois
Health Facilittes and Services Review Board (the “State Board”) to discontinue its existing 16-
station dialysis facility located at 200 Richmond Avenue E, Mattoon, lllinois 61938 (the "Existing
Facility’) and to establish a new 16-station dialysis facility to be located at 6051 Development
Drive, Charleston, lllinois 61920 (the “Replacement Facility”).

The Replacement Facility will be housed within an existing building and will consist of 7,200
gross square feet.

The Project is considered non-substantive, category B because it involves the in-center
hemodialysis category of service.

113356.1




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Project Costs and Sources of Funds

APPLICATION FOR PERMIT- May 2010 Edition

Complete the following table listing all costs (refer to Part 1120.110) associated with the project. When a

project or any component of a project is to be accomplished by lease, donation, gift, or other means, the
fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated
project cost. If the project contains non-reviewable components that are not related to the provision of
health care, complete the second column of the table below. Note, the use and sources of funds must

equal,

Project Costs and Sources of Funds

USE OF FUNDS

CLINICAL

NONCLINICAL

TOTAL

Preplanning Costs

Site Survey and Soil Investigation

Site Preparation

Off Site Work

New Construction Contracts

Modernization Contracls

$794,000

$794,000

Contingencies

$79,400

$78,400

Architectural/Engineering Fees

$62,000

$62,000

Consulting and Other Fees

$55,000

$56,000

Movable or Other Equipment {not in construction
contracts)

$308,074

$308,074

Bond Issuance Expense {project related)

Net Interest Expense During Construction (project
related)

Fair Market Value of Leased Space or Equipment

$809,224

$809,224

Other Costs To Be Capitalized

Acquisition of Building or Other Property {excluding
land)

TOTAL USES OF FUNDS

$2,107,698

$2,107,698

SOURCE OF FUNDS

CLINICAL

NONCLINICAL

TOTAL

Cash and Securities

$1,298,474

$1,298,474

Pledges

Gifts and Bequests

Bond Issues (project related}

Mortgages

Leases (fair market value)

$809,224

$809,224

Governmental Appropriations

Grants

Other Funds and Sources

TOTAL SOURCES OF FUNDS

$2,107,698

$2,107,698

NOTE: ITEMIZATION OF EACH LINE ITEM MUST BE PROVIDED AT ATTACHMENT-?, IN NUMERIC SEQUENTIAL ORDER AFTER

THE LAST PAGE OF THE APPLICATION FORM.

113356.1




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Related Project Costs
Provide the following information, as applicable, with respect to any land related to the project that
will be or has been acquired during the last two calendar years:

Land acquisition is related to project [ Yes No
Purchase Price:  $
Fair Market Value: $

The project involves the establishment of a new facility or a new category of service

X Yes [ No
If yes, provide the dollar amount of all non-capitalized operating start-up costs (including
operating deficits) through the first full fiscal year when the project achieves or exceeds the target
utilization specified in Part 1100.

Estimated start-up costs and operating deficit costis $§ _0

Project Status and Completion Schedules

Indicate the stage of the project's architectural drawings:
[CJ None or not applicable X Preliminary
[[] Schematics [] Final Working

Anticipated project completion date (refer to Part 1130.140): _ December 31, 2011

Indicate the following with respect to project expenditures or to obligation (refer to Part
1130.140):

[] Purchase orders, leases or contracts pertaining to the project have been executed.
O Project obligation is contingent upon permit issuance. Provide a copy of the
contingent “certification of obligation” document, highlighting any language related to
CON Contingencies

X Project obligation will occur after permit issuance.

APPEND DOCUMENTATION AS ATTACHMENT-8, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

State Agency Submittals

Are the following submittals up to date as applicable:
[] Cancer Registry NOT APPLICABLE
[[] APORS NOT APPLICABLE
All formal document requests such as IDPH Questionnaires and Annual Bed Reports been
submitted
X All reports regarding outstanding permits
Failure to be up to date with these requirements will result in the application for permit being
deemed incompiete.

113356.1




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Cost Space Requirements

Provide in the following format, the department/area DGSF or the building/area BGSF and cost. The type
of gross square footage either DGSF or BGSF must be identified. The sum of the department costs
MUST equal the total estimated project costs. Indicate if any space is being reallocated for a different
purpose. Include outside wall measurements plus the department’s or area’s portion of the surrounding
circulation space. Explain the use of any vacated space.

Amount of Proposed Total Gross Square Feet
That Is:
New Vacated

Const. Modernized | Asls Space

Gross Square Feet

Dept. [ Area Cost Existing | Proposed

REVIEWABLE
Medical Surgical
Intensive Care
Diagnostic
Radiology

MRI

Total Clinical

NON
REVIEWABLE
Administrative
Parking

Gift Shop

Total Non-clinical
TOTAL

APPEND DOCUMENTATION AS ATTACHMENT-9, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

113356.1
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Facility Bed Capacity and Utilization NOT APPLICABLE

Complete the following chart, as applicable. Complete a separate chart for each facility that is a part of
the project and insert following this page. Provide the existing bed capacity and utilization data for the
latest Calendar Year for which the data are available. Include observation days in the patient day
totals for each bed service. Any bed capacity discrepancy from the Inventory will result in the
application being deemed incomplete.

FACILITY NAME: CITY:

REPORTING PERIOD DATES: From: to:

Category of Service Authorized Admissions | Patient Days | Bed Proposed
Beds Changes Beds

Medical/Surgical

QObstetrics

Pediatrics

Intensive Care

Comprehensive Physical
Rehabilitation

Acute/Chronic Mental lliness

Neonatal Intensive Care

General Long Term Care

Specialized Long Term Care

Long Term Acute Care

Other ({identify)

TOTALS:

113356.1

Page 9




CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The
authorized representative(s) are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;,

o inthe case of a limited liability company, any two of its managers or members (or the sole
manger or member when two or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two or
more general partners do not exist),

o inthe case of estates and trusts, two of its beneficiaries {or the sole beneficiary when two or more
beneficiaries do not exist); and

o in the case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of __DaVita, Inc. *
in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this application for
permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required
for this application is sent herewith or wiil be paid upon request.

SIGNATURE SIGNATU

Kent Thiry Dennis Lee Ko
PRINTED NAME PRINTED NAME
Chief Executive Officer Chief QOperating Officer
PRINTED TITLE PRINTED TITLE

Notarization:

Subscrihed and sworn to before me

this day of T¥eeminer JO/O
1Y

7,

. - 3 ~
Signature of Notary

Notarization:
Subscribed and sworn to before
this 2( > day of ¥ 4

(ZZ

Signature of Notary

Seal Seal

*Insert EXACT legal name of the applicant

116638.1




CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The

authorized representative(s) are:

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o inthe case of a limited liability company, any two of its managers or members (or the sole
manger or member when two or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two or

more general partners do not exist);

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more

beneficiaries do not exist); and

o inthe case of a sole proprietor, the individual that is the proprietor.

This Application for Permit is filed on the behalf of

DVA Renal Healthcare, Inc.

*®

in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.

The undersigned certifies that he or she has the authority to execute and file this application for

permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required
for this application is sent herewith or will be paid upon request.

/Af _
SIGNATURE a/

Kent Thiry
PRINTED NAME

Chief Executive Cfficer
PRINTED TITLE

Notarization:
Subscribg,g and sworn to before me

this _Z{ 5" day of Le¢

Seal

Aty | G5
S’bn ! MQA\
*Insert EXACT legal name of thgxg'ﬁ%ﬁicant

SIGNATUR

Dennis Lee Kogod

PRINTED NAME

Chief Operating Officer

PRINTED TITLE

Notarization:
Subscr and sworn to befo
this ” day ot [ PLF 2057

..... N
/7 .'\QOTAQJ_'_..

[ i
Signature of%tary

Seal




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

SECTION Il. DISCONTINUATION

This Section is applicable to any project that involves discontinuation of a health care facility or a category
of service. NOTE: If the project is solely for discontinuation and if there is no project cost, the remaining
Sections of the application are not appficable.

Criterion 1110.130 - Discontinuation

READ THE REVIEW CRITERION and provide the following information:

GENERAL INFORMATION REQUIREMENTS

1.

2.

Identify the categories of service and the number of beds, if any that is to be discontinued.
Identify all of the other clinical services that are to be discontinued.

Provide the anticipated date of discontinuation for each identified service or for the entire facility.
Provide the anticipated use of the physical plant and equipment after the discontinuation occurs.

Provide the anticipated disposition and location of all medical records pertaining to the services
being discontinued, and the length of time the records will be maintained.

For applications involving the discontinuation of an entire facility, certification by an authorized
representative that all questionnaires and data required by HFSRB or DPH (e.g., annual
questionnaires, capital expenditures surveys, etc.) will be provided through the date of
discontinuation, and that the required information will be submitted no later than 60 days following
the date of discontinuation.

REASONS FOR DISCONTINUATION

The applicant shall state the reasons for discontinuation and provide data that verifies the need for the
proposed action. See criterion 1110.130(b) for examples.

IMPACT ON ACCESS

1.

Document that the discontinuation of each service or of the entire facility will not have an adverse
effect upon access to care for residents of the facility's market area.

Document that a written request for an impact statement was received by all existing or approved
health care facilities {that provide the same services as those being discontinued) located within
45 minutes travel time of the applicant facility.

Provide copies of impact statements received from other resources or health care facilities
located within 45 minutes travel time, that indicate the extent to which the applicant’s workload
will be absorbed without conditions, limitations or discrimination.

APPEND DOCUMENTATION AS ATTACHMENT-10, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

APPLICATION FORM,

113356.1




ILL‘INOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

SECTION Il - BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

This Section is applicable to all projects except those that are solely for discontinuation with no project
costs.

Criterion 1110.230 - Background, Purpose of the Project, and Aiternatives

READ THE REVIEW CRITERION and provide the following required information:

BACKGROUND OF APPLICANT

1. Alisting of all health care facilities owned or operated by the applicant, including licensing, and certification if
applicable.

2. A certified listing of any adverse action taken against any facility owned and/or operated by the applicant
during the three years prior o the filing of the application.

3. Authorization permitting HFSRB and DPH access to any documents necessary to verify the information
submitted, including, but not limited to: official records of DPH or other State agencies; the licensing or
cerlification records of other states, when applicable; and the records of nationally recognized accreditation
organizations. Failure to provide such authorization shall constitute an abandonment or withdrawal
of the application without any further action by HFSRB.

4, If, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utilized to fulfill the information requirements of
this criterion. In such instances, the applicant shall attest the information has been previously provided, cite
the project number of the prior application, and certify that no changes have occurmed regarding the
information that has been previously provided. The applicant is able to submit amendments to previously
submitted information, as needed, to update and/or clarify data.

APPEND DOCUMENTATION AS ATTACHMENT-11, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM (1-4) MUST BE IDENTIFIED IN ATTACHMENT 11.

PURPOSE OF PROJECT

1. Document that the project will provide health services that improve the health care or weli-being of the
market area population to be served.

2. Define the planning area or market area, or other, per the applicant's definition.

3. Identify the existing problems or issues that need to be addressed, as applicable and appropriate for the
project. [See 1110.230(b) for examples of documentation.]

4. Cite the sources of the information provided as documentation.

5. Detail how the project will address or improve the previously referenced issues, as well as the population's
health status and well-being.

6. Provide goals with quantified and measurable objectives, with specific timeframes that relate to achieving
the stated goals as appropriate.

For projects involving modemization, describe the conditions being upgraded if any. For facility projects, include
statements of age and condition and regulatory citations if any. For equipment being replaced, include repair and
maintenance records.

NOTE: Information regarding the “Purpose of the Project” will be included in the State Agency Report.

APPEND DOCUMENTATION AS ATTACHMENT-12, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM {1-6) MUST BE IDENTIFIED IN ATTACHMENT 12.

113356.1
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

ALTERNATIVES
1) Identify ALL of the alternatives to the proposed project:

Alternative options must inciude:

A) Proposing a project of greater or lesser scope and cost;

B) Pursuing a joint venture or similar arrangement with one or more providers or
entities to meet all or a portion of the project’s intended purposes; developing
alternative settings to meet all or a portion of the project's intended purposes;

C) Utilizing other health care resources that are available to serve all or a portion of
the population propcsed to be served by the project; and
D} Provide the reasons why the chosen altemative was selected.
2) Documentation shall consist of a comparison of the project to altemative options. The

companson shall address issues of total costs, patient access, quality and financial
benefits in both the short term {within one to three years after project completion) and long
term. This may vary by project or situation. FOR EVERY ALTERNATIVE IDENTIFIED
THE TOTAL PROJECT COST AND THE REASONS WHY THE ALTERNATIVE WAS
REJECTED MUST BE PROVIDED.

K)] The applicant shall provide empirical evidence, including quantified outcome dalta that
verifies improved quality of care, as available.

APPEND DOCUMENTATION AS ATTACHMENT-13, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM.

113356,1
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

SECTION IV - PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE
Criterion 1110.234 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the following information:
SIZE OF PROJECT:

1. Document that the amount of physical space propesed for the proposed project is necessary and not
excessive. This must be a narrative.

2. If the gross square footage exceeds the BGSF/DGSF standards in Appendix B, justify the discrepancy by
documenting one of the following::

a. Additional space is needed due to the scope of services provided, justified by clinical or operational
needs, as supported by published data or studies;

b. The existing facility’s physical configuration has constraints or impediments and requires an
architectural design that results in a size exceeding the standards of Appendix B;

c. The project involves the conversion of existing space that results in excess square footage.

Provide a narrative for any discrepancies from the State Standard. A table must be provided in the
following format with Attachment 14.

SIZE OF PROJECT
DEPARTMENT/SERVICE PROPOSED STATE DIFFERENCE MET
BGSF/DGSF STANDARD STANDARD?

APPEND DOCUMENTAT!DN AS ATTACHMENT—14, m NUMERIC SEQUENTIAL ORDER Al

ER THE LAST PAGE OF THE
APPLICATION FORM. SEE :

PROJECT SERVICES UTILIZATION:

This criterion is applicable only to projects or portions of projects that involve services, functions or equipment
for which HFSRB has established utilization standards or accupancy targets in 77 lil. Adm. Code 1100.

Document that in the second year of operation, the annual utilization of the service or equipment shall meet or exceed the
utilization standards specified in 1110.Appendix B. A narrative of the rationale that supports the projections must be
provided.

A table must be provided in the following format with Attachment 15.

UTILIZATION
DEPT./ HISTORICAL | PROJECTED | STATE MET
SERVICE | UTILIZATION | UTILIZATION | STANDARD | STANDARD?
(PATIENT DAYS)
(TREATMENTS)
ETC.

YEAR 1
YEAR 2

APPEND DOCUMENTATION AS ATTACHMENT-15, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. . . ‘

113356.1




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

UNFINISHED OR SHELL SPACE:
Provide the following information:
1. Total gross square footage of the proposed shell space;

2. The anticipated use of the shell space, specifying the proposed GSF tot be allocated to each
department, area or function;

3. Evidence that the shell space is being constructed due to
a. Requirements of governmental or certification agencies, or
b. Experienced increases in the historical occupancy or utilization of those areas proposed
to occupy the shell space.

4. Provide:
a. Historical utilization for the area for the latest five-year period for which data are

available; and

b. Based upon the average annual percentage increase for that period, projections of future
utilization of the area through the anticipated date when the shell space will be placed
into operation.

APPEND DOCUMENTAT]ON AS A'I'I'ACHMENT-16, IN NUMERIC SEQUENTIAL ORD R AFTER THE LAST PAGE OF THE
APF’LICATION FORM S

ASSURANCES:

Submit the following:

1. Verification that the applicant will submit to HFSRB a CON application to develop and utilize the
shell space, regardiess of the capital thresholds in effect at the time or the categories of service
involved.

2. The estimated date by which the subsequent CON application (to develop and utilize the subject
shell space) will be submitted; and

3. The anticipated date when the sheli space will be completed and placed into operation.

RDER AFTER THE LAST PAGE OF THE -

APPEND DOCUMENTATION AS A'I'I'ACHMENT-ﬂ, IN NUMERIC SEQUENTEA AL
APPLlCATION FORM. - o . ) i

APPEND DOCUMENTATION AS ATTACHMENT:25 IN NUMER(C S SEQUE NTIAL Of ' E LAST PAGE OF THE -
APPLICATION FORM. e pibted pyesih ThE

113356.1




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

G. Criterion 1110.1430 - In-Center Hemodialysis

1. Applicants proposing to establish, expand and/or modemize In-Center Hemodialysis
must submit the following information:

2. Indicate station capacity changes by Service: Indicate # of stations changed by
action(s}:

# Existing # Proposed
Category of Service Stations Stations

] In-Center Hemodialysis

3. READ the applicable review criteria outlined below and submit the required
documaeantation for the criteria:
APPLICABLE REVIEW CRITERIA Establish { Expand | Modernize
1110.1430(b){(1) - Planning Area Need - 77 lll. Adm. Code 1100 X
(formula calculation)
1110.1430(b)(2) - Planning Area Need - Service to Planning Area X X
Residents
1110.1430(b)(3) - Planning Area Need - Service Demand - X
Establishment of Category of Service
1110.1430(b)(4) - Planning Area Need - Service Demand - X
Expansion of Existing Category of Service
1110.1430(b)(5) - Planning Area Need - Service Accessibility X
1110.1430{c)X1) - Unnecessary Duplication of Services X
1110.1430(c)(2) - Maldistribution X
1110.1430(c)(3) - Impact of Project on Other Area Providers X
1110.1430(d}1) - Deteriorated Facilities X
1110.1430(d}{2) - Documentation X
1110.1430(d)(3) - Documentation Related to Cited Problems X
1110.1430(e) - Staffing Availability X X
. 1110.1430(f) -  Support Services X X X
1110.1430(g) -  Minimum Number of Stations X
1110.1430(h) -  Continuity of Care X
1110.1430()) - Assurances X X X

/APPEND DOCUMENTATION AS ATTACHMENT-26;
PAGE OF THE APPLICATION FORM. ' /=

4, Projects for relocation of a facility from one location in a planning area to another in the
same pianning area must address the requirements listed in subsection (a){1) for the
“Establishment of Services or Facilities”, as well as the requirements in Section 1110.130 -
“Discontinuation” and subsection 1110.1430(i} - “Relocation of Facilities”.

113356.1
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

The following Sections DO NOT need to be addressed by the applicants or co-applicants responsible for
funding or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from
Fitch's or Standard and Poor’s rating agencies, or A3 or better from Moody's (the rating shall be affirmed
within the latest 18 month period prior to the submittal of the application):

¢ Section 1120.120 Avallability of Funds — Review Criteria
¢ Section 1120.130 Financial Viability - Review Criteria
¢+ Section 1120.140 Economic Feasibility - Review Criteria, subsection (a)

VIII. - 1120.120 - Availability of Funds

The applicant shall document that financial resources shall be available and be equal to or exceed the estimated total
project cost plus any related project costs by providing evidence of sufficient financial resources from the following
sources, as applicable: Indicate the dollar amount to be provided from the following sources:

51,298,474

$809.224

a)

b

c)

d)

e)

f

g}

Cash and Securities - statements (e.g., audited financial statements, letters from financial
institutions, board resolutions} as to:

1) the amount of cash and securities available for the project, including the
identification of any security, its value and availability of such funds; and

2) interest to be earned on deprecialion account funds or to be eamed on any
asset from the date of applicant’s submission through project completion;

Pledges - for anticipated pledges, a summary of the anticipated pledges showing anticipated
receipts and discounted value, estimated time lable of gross receipts and related fundraising
expenses, and a discussion of past fundraising experience.

Gifts and Bequests - verification of the dollar amount, identification of any conditions of use, and
the estimated time table of receipts;

Debt - a statement of the estimated terms and ¢onditions (including the debt time period, variable
or parmanent interest rates over the debt time period, and the anticipated repayment schedule} for
any interim and for the permanent financing proposed to fund the project, inctuding:

1} For general obligation bonds, proof of passage of the required referendum or
evidence that the governmental unit has the authority to issue the bonds and
evidence of the dollar amount of the issue, including any discounting
anticipated,

2) For revenue bonds, proof of the feasibility of securing the specified amount and
interest rate;

3) For mortgages, a letter from the prospective Jender attesting to the expectation
of making the loan in the amount and time indicated, including the anticipated
. interest rate and any conditions associated with the morigage, such as, but not
limited 1o, adjustable interest rates, balloon payments, etc.;

4) For any lease, a copy of the lease, including all the terms and conditions,
including any purchase options, any capital improvements to the properly and
provision of capital equipment;

5) For any option to lease, a copy of the oplion, including all terms and conditions.

Governmental Appropriations — a copy of the apprapriation Act or crdinance accompanied by a
statement of funding availability from an official of the govermmental unii. If funds are to be made
available from subsequent fiscal years, a copy of a resolution or other action of the govemmeantal
unit attesting to this inlent;

Grants - a letter from the granting agency as to the availability of funds in terms of the amount and
time of receipt;

All Other Funds and Sources — verification of the amount and type of any other funds that will be
used for the project.

$2,107,698

TOTAL FUNDS AVAILABLE

APPEND DOCUMENTATION AS ATTACHMENT-39, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

113356.1
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

IX. 1120.130 - Financial Viability

All the applicants and co-applicants shall be identified, specifying their roles in the project funding or
guaranteeing the funding (sole responsibility or shared) and percentage of participation in that funding.

Financial Viability Waiver

The applicant is not required to submit financial viability ratios if:

1. All of the projects capital expenditures are compistely funded through internal sources

2. The applicant’s current debt financing or projected debt financing is insured or anticipated to be
insured by MBIA (Municipal Bond Insurance Association Inc.) or equivalent

3. The applicant provides a third party surety bond or performance bond letter of credit from an A
rated guarantor.

See Section 1120.130 Financial Waiver for information to be provided

APPEND DOCUMENTATION AS ATTACHMENT-40. IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. ' I e : .

The applicant or co-applicant that is responsible for funding or guaranteeing funding of the project shall provide
viahility ratios for the latest three years for which audited financial statements are available and for the first full
fiscal year at target utilization, but no more than two years following project completion. When the applicant's
facility does not have facility specific financial statements and the facility is a member of a health care system that
has combined or consolidated financial statements, the system’s viability ratios shall be provided. If the health care
system includes one or more hospitals, the system's viability ratios shall be evaluated for conformance with the
applicable hospital standards.

-}/ Category B

Provide Data for Projects Classified
X SR | (Projected)

as: s .

Enter Historical and/or Projected
Years:

Current Ratio

Net Margin Percentage

Percent Debt to Total Capitalization

Projected Debt Service Coverage

Days Cash on Hand

Cushion Ratio

Provide the methodology and worksheets utilized in determining the ratios detailing the calculation
and applicable line item amounts from the financial statements. Complete a separate table for each
co-applicant and provide worksheets for each.

2. Variance
Applicants not in compliance with any of the viability ratios shall document that another organization,

public or private, shall assume the legal responsibility to meet the debt obligations should the
applicant default.

APPEND DOCUMENTATION AS ATTACHMENT 41, IN NUMERICAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. = R i : s .
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

X. 1120.140 - Economic Feasibility

This section is applicable to all projects subject to Part 1120.

A. Reasonableness of Financing Arrangements

The applicant shall document the reasonableness of financing arangements by submitting a
notarized statement signed by an authorized representative that attests to one of the following:

1) That the total estimated project costs and related costs will be funded in total with cash
and equivalents, including investment securities, unrestricted funds, received pledge
receipts and funded depreciation; or

2) That the total estimated project costs and related costs will be funded in total or in part by
borrowing because:

A) A portion or all of the cash and equivalents must be retained in the balance sheet
asset accounts in order to maintain a current ratio of at least 2.0 times for
hospitals and 1.5 times for all other facilities; or

B) Borrowing is less costly than the liquidation of existing investments, and the
existing investments being retained may be converted to cash or used to retire
debt within a 60-day period.

B. Conditions of Debt Financing

This criterion is applicable only to projects that involve debt financing. The applicant shall
document that the conditions of debt financing are reasonable by submitting a notarized statement
signed by an authorized representative that attests to the following, as applicable:

1} That the selected form of debt financing for the project will be at the lowest net cost
available;
2) That the selected form of debt financing will not be at the lowest net cost available, but is

more advantageous due to such terms as prepayment privileges, no required mortgage,
access to additional indebtedness, term {years), financing costs and other factors;

3) That the project involves (in total or in part) the leasing of equipment or facilities and that
the expenses incurred with leasing a facility or equipment are less costly than constructing
a new facility or purchasing new equipment.

C. Reasonableness of Project and Related Costs
Read the criterion and provide the following:

1. |dentify each department or area impacted by the proposed project and provide a cost
and square footage allocation for new construction and/or modernization using the
following format (insert after this page).

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A B C D E F G H
Department Total
{list below) Cost/Square Foot Gross 5q. Ft. Gross 5q. Ft. Const. § Mod. $ Cost
New Mod. New Circ.” | Mod. Circ.* (AxC}) {BxE} (G+H)

Contingency

TOTALS
* Include the percentage (%) of space for circulation

113356.1




r———-—————i
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D. Projected Operating Costs

The applicant shall provide the projected direct annual operating costs (in current dollars per equivalent
patient day or unit of service) for the first full fiscal year at target utilization but no more than two years
following project completion. Direct cost means the fully allocated costs of salaries, benefits and supplies
for the service.

E. Total Effect of the Project on Capital Costs

The applicant shall provide the total projected annual capital costs (in current doltars per equivalent
patient day) for the first full fiscal year at target utilization but no more than two years following project
completion.

"APPEND DOCUMENTATION AS ATTACHMENT -42, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

APPLICATION FORM. E

Xl. Safety Net Impact Statement

SAFETY NET IMPACT STATEMENT that describes all of the following must be submitted for ALL SUBSTANTIVE AND
DISCONTINUATION PROJECTS:

1. The project's material impact, if any, on essential safety net services in the community, lo the extent that it is feasible for an
applicant to have such knowledge.

2. The project’s impact on the ability of another provider or health care system to cross-subsidize safety net services, if reasonably
known to the applicant.

3. How the discontinuation of a facility or service might impact the remaining safety net providers in a given community, if
reasonably known by the applicant.

Safety Net Impact Statements shall also Include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the amount of charity care provided by the applicant. The
amount calculated by hospital applicants shall be in accordance with the reporting requirements for charity care reporting in the
lllinois Community Benefits Act. Non-hespital applicants shall report charity care, at cost, in accordance with an appropriate
methodology spedified by the Board.

2. For the 3 fiscal years prior to the application, a certification of the amount of care provided to Medicaid patients. Hospital and non-
hospital applicants shall provide Medicaid information in a manner consistent with the information reported each year to the lllinois
Department of Public Health regarding "Inpatients and Outpatients Served by Payor Source” and "inpatient and Outpatient Net
Revenue by Payor Source” as required by the Board under Section 13 of this Act and published in the Annual Hospital Profile.

3. Any information the applicant believes is directly relevant to safety net services, including information regarding teaching,
research, and any other service.

A table in the following format must be provided as part of Attachment 43.

Safaty Net Information per PA 96-0031
CHARITY CARE
Charity {# of patients) Year Year Year
Inpatient
QOutpatient
Total
Charity (cost In dollars)
Inpatient
Qutpatient
Total
MEDICAID
Medicaid (# of patients) Year Year Year
Inpatient
Qutpatient
Total

113356.1
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Medicaid (revenue)

Inpatient
Outpatient

Total

APPEND DOCUMENTATION AS ATTACHMENT-43, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE -
APPLICATIONFORM. = = - - . . T ' T e

Xl Charity Care Information

Charity Care information MUST be furnished for ALL projects.

1. All applicants and co-applicants shall indicate the amount of charity care for the latest three audited fiscal years, the cost
of charity care and the ratio of that charity care cost to net patient revenue.

2. If the applicant owns or operates one or more facilities, the reporting shall be for each individual facility located in lllinois. If
charity care costs are reported on a consolidated basis, the applicant shall provide documentation as to the cost of charity
care; the ralic of that charity care to the net patient revenue for the consolidated financial statement; the allocation of
charity care costs; and the ratio of charity care cost to net patient revenue for the facility under review.

3 If the applicant is not an existing facility, it shall submit the facility’s projected patient mix by payer source, anticipated
charity care expense and projected ratio of charity care to net patient revenue by the end of its second year of operation.

Charity care” means care provided by a health care facility for which the provider does not expect to receive payment from
the patient or a third-party payer. (20 ILCS 3960/3) Charity Care must be provided at cost.

A table in the following format must be provided for all facilities as part of Attachment 44,

CHARITY CARE
Year Year Year

Net Patient Revenue
Amount of Charity Care {charges)
Cost of Charity Care

| APPEND DOCUMENTATION AS ATTACHMENT-44; IN NUMERIC SEQUENTIAL ORDER AFTER T
APPLICATION FORM. B ' S T

HE LAST PAGE OF THE_
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Section I, Identification, General Information, and Certification
Applicants

Certificates of Good Standing for DaVita, Inc. and DVA Renal Healthcare, Inc. are attached at Attachment
— 1. As the ultimate parent of the proposed operator, DVA Renal Healthcare, Inc., DaVita, Inc. is named
as an applicant for this CON application. DaVita, Inc. does not do business in the State of lllinois. A
Certificate of Good Standing for DaVita, Inc. from the state of its incorporation, Delaware is attached.

Attachment - 1

113242.2




Delaware ...

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY "DAVITA INC." IS DULY INCORPORATED
UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD STANDING
AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE RECORDS OF
THIS OFFICE SHOW, A5 OF THE THIRTIETH DAY OF NOVEMBER, A.D.

2010.
AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "DAVITA INC."

WAS INCORPORATED ON THE FOURTH DAY OF APRIL, A.D. 1994.

AND T DO HEREBY FURTHER CERTIFY THAT THE FRANCHISE TAXES

HAVE BEEN PAID TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL REPORTS HAVE

BEEN FILED TO DATE.

SN SR

Jeffrey W. Bullock. Secretary of State T
AUTHENTICATION: 8386715

2391269 8300

101133217 DATE: 11-30-10

You may verify this certificate online
at corp.dslaware.gov/authver.shtml

Attachment — |




File Number 6097-191-9

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

DVA RENAL HEALTHCARE, INC., INCORPORATED IN TENNESSEE AND LICENSED TO
TRANSACT BUSINESS IN THIS STATE ON MARCH 23, 2000, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE BUSINESS CORPORATION ACT OF
THIS STATE RELATING TO THE PAYMENT OF FRANCHISE TAXES, AND AS OF THIS
DATE, IS A FOREIGN CORPORATION IN GOOD STANDING AND AUTHORIZED TO
TRANSACT BUSINESS IN THE STATE OF ILLINOIS.

In Testimony Whereof, I hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this  8TH
dayof ~ DECEMBER  AD. 2010

Do ce Wtz

SECRETARY OF STATE

Authenticate at: http://www.cyberdriveillinois.com




Section |, Identification, General Information, and Certification
Site Ownership

Letter of intent between Agracel, Inc. and DVA Renal Healthcare is attached at Attachment - 2.

Attachment - 2

113242.2
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CO6 DWIELL

BANKLER

CONMNMEIRCIAL L

COLDWELL BANKER OOMMEHCIAL-

"DEVONSHIRE REALTY

Mallng Addrese: P. O, Boxido

201 W. Springheld, { 1% Foor

Champalgn, [L: 618240140

|21?) 352-7712 OFFGE

(217) 3525513 FAX

emall. MM@M com

Deceraber 16, 2010

Mr. Ryan Witges

Agrace], Inc,

1200 Network Centre Blvd, Suite 3
Effingham, IL 62401

Via Email; rwitges @agracel.com ,

RE:  Letter of intent for 6051 Development Drive, Charleston, IL ‘

Dear Mr. Witges: |

USI Real Estate Brokerage Services Inc., in conjunction with Coldwe]] Banker
Commercial Devonshire Realty is pleased to present this Letter of Intent on behalf of:

Total Renal Care, Inc — a subsidiary of DeViia Inc. Upcm acceptarice by both parués,
Tenant shall provide a lease draft for Landlord’s review with the- following terms:

ATION: 6051 Development Drive, Charleston, IL blsm .
TENANT: *Total Renal Care, Ené. or related entity to be named”
LANDLORD: Agracel, Inc end/or its assignee.

REQUIREMENTS: Approxitnately 7,200 contignous reutable seuare feet
PRIMARY TERM: Landlord is proposing 10, 12 end 15 year tripio-net
(NNN) legse term options. Rmﬁwﬂlincmseeveryﬂve -
() yeass. :
POSSESSION AND : '
COMMEN CEMENT: Tenant shall teke possession of the pre:nim -and
commnence the leass upon: T

a Leasehold Improvemeirts within the Premises -
beve been completed in accordance wnh the

Attachment — 2
P AL R s R
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FAILURE TO DELIYER

LE H

BASE BUILDING:

ey 312k

final construction documents (eiuept for
nominal punch list ltems}. and

b. A Cettificete of Ou'nipamy for the Premlsee has

been cbtalnedfmm the City of Charleston, IL;
end

Landlord and Tenant shall enter into a leaso agreement

upon mytual

agreement of acceptable termos. Landlord shall. not bcgin
Tenant

Improvments until Tenant has recewud its Cemﬁcate of
Need.

If Landlord has not delivered the ;iremises' 1o Tenant
within Ninety (90) days after Tenant has given written
notice to Landiord that Te.nanthas received its Certificate
of Noed, Tenant may. elect to terminate the lease by
written nm.{cc to Landlord,

The Tenext shall provide its standard lease form

The use 15 for 4 Dialysis Cl:mc, mlned modm.nl bmce
and distribution of phiitmaceuticals. The bullding is

currently located in the C/D Cortidor Developeent :
Dfstrict which is the cofrect mmng fora nndlcal senrlca
provider, .

The following items. will be deljvered by the Iandlord 1o
the premises as pert of the baxc building:

- A" dadicmd.waﬂ'mgtﬂa_,ndﬁne‘ .

- A4 sewer line to a muricipsl sewer gystem

- Minimum 400 to 800 , 120208 voll‘. 3 phasr-.
4 wire electrical sm'vice )

Ghis service, &t & minimum, wlllberamd:o N

bave 6" of water. colunn pressurs and

supply 800,000-BTU's .

. HVAC systeni pmtimlly agmeq;m by

Landlord and Tenemt and all associated costs
with the umit. Tenant shall hnve Tull contml
of the HVAC gystemns 2477,

- Replace mete! interior walls ml:hdry wal]

- Tostall 30° X 40° duvoundaca.nopyon .

southeast corner of building

- Addaddmonalparhngunsuummhof
building

- Remove glam block windows: and jastall
larger alominm wmduws ‘8t existing
openings
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- Install 42" front door on south side of
building -

- InFill twolarge gerage doors | :

- Inmall sprinkier systern and water line for -
fire main into building

- Provide gencrater |

Please refer to thaananhcd Schedule A -
regerding  additional base buiking
improvements  and  site devclopnmt :

requirements.
TENANT IMPROVEMENTS: No tenant improvement alloweance i is pn:mded w:.th lhls
proposal. . ) i
TOR t Landiord is offering three (3} ﬁve (S) ymr npticms 103

renew the lease. Option Rent shall be the lesser of 95%
of fair market value, or, the tent during the prioer texm
escalated by the increass in the CPY- U over the prior -
texrn, capped at two percent (2%) annually with prior
written notice due six (6) to twenty-fmu (24) months

RIGHT OF FIRST REFUSAL ON _
ADJACENT SPACE: N/A. No adiacent space available.
RENTAL RATE:
Rent/ef Rent/month + Resitiyear
10Year  Yearsls  $1335 $8,010 $96,120
Years 6-10  $14.92 $3,952 - 8107424
12¥ear  Years1:5  $I311 s7866 8943
Years 510 $14.64 $8,784 §105,408
Years 1112 $15.83 $9498 $113,976
15 Year Years 1-5 $12.05 $7,230 . $B6,760
Yeurs 610 $1344 $8,064 396,768

Yearz 11-15  $15.01 30,006 $108072 .' o ¢
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HOLDING OVER: In the evers Tenant remains in-possesston of the -
Premises after the expiration of the term of this Lease, |
then Tenant hall be oblgated to payrem at the then
current rale.

PAR H Building comremtly has eight (8) parkmg fpaces wnll
- substantial room for additional spaces if needed in the
futare. Landlord will provide the cormct mmber of
required spaces per code {or ame:dxcal ficility.

CONCESSIONS: Nane

A EXPEN
REAL TAXES: ‘Tha Tenart will bc the sole nw:pant of the building;
therefore, Landlord is-proposing & triple-get (NNN) lease
whereby the Tonant will directly pay all operating -
expenses. The following numbem are estimaied -

oparating costs:

Real Estate Taxes: 2009 tax bill was $8,027. Howeves,
if Coles County assesses-the property based upon the -

improvements we arepmposlng.weesmmteﬂmml
estate taxes to be approximately $30m&'year 2009 mx
rate was 9.09176% .

Thilities — $10,000
Insurance - $3,000
Repeirs apd Maintenance - $11,0004year

SIGNAGE; Teuant shall have the tight to imstall building siprage et
the Premisas, subject 1o Landlord's ¢ensent, which
consent shell not be tmreasonably wi[hheld and subject -
to compliance by Tenant with all npplmble Taws: and

regulations. ) . <

BUILDING HOURS: Tenant will have access 10 lhebmldmg‘M hours & day, 7
days a weale.
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SUBLEASB/ASSIGNMENT:

GOVERNMENTAL

ROOF RIGHTS:

XY

Tenant will have the nght ‘al any hme to subleasc or

as5igD its interest in this Lease o any m;onty owned:

subsidiaries or related entities-of DaVﬂa Inc. wlthout the
consent of the Landlond.

Landlard shall represent and warmnt to Tmanl that
Landlord, at Landlord’s . iole expense, -will cause -
Tenant’s Premises, the Buikling and. patking Facilities to
be in full compliance with any povetnmental laws, -

ordinances, regulstions or orders relating to, but ndt

limited to, compliance with the Americans with
Dizabilities Act (ADA), and envirennental’ conditions -

relating to the existence of msbestos and/or other
hazardous materials, or soll and. gmlmd waler

conditions, end shall indemnify - and hold’ “Tepam
barmless from any claims, Habilies and cost arising =

from environmental conditions not cansed by Tenmt(s)

IF the building does not have cable telc'vision scnncc .
then Tenant will need the right to p]ace e nte!hte dish

on the roof atno addmonalfee.

Landlord shell not lease spﬂcc to another Dmly.-ns clinie

or similar facility at the ptoperty or at any of the other

propertiea Landlord controls within five (5) miles of thc

subject property.

Landlord is not offering 'I'anmt in e,aﬂy mrmnmwn

option.

Nons

DaVita Inc. will provide om-porate lease guarmtees.

Construction of tenant. tmpmvu‘nen’la it ‘not be -
started untll Tenant gives written notice to Landlard ~ .

that a Certificate of Need has been aviarded. -

Tenant will need to apply for a Certificate of Need for

the final location, If Tenanf does not get the Ceitificate -

of Neod by 472472811, the Lease will be null aid void.

If they do get the Certificate of Neod, then they will go
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forward with the lease based, on satisfying the othor
contingencies that are in their standard Lesise Docuntent. ~ -

Tenant CON Cbligation: Lanidlord. and Tenant

understand and agree that the eatablishment of 2ny o
chronic outpatient dialysis facility in the State of Nlinois.- . :
is subject to the requireracas of the Illinais Hezith g
Pacllities Plenniog Act, 20 ILCS 3960/1 ¢t seq, and,

thus, the Tenant cannot establish & dialysis facility on the
Premises of execute & binding real estats leass in o
cormoction therewith mlass Tenant obtains a Certificats.

of Need (CON) perrnit from the linois Health Facilities .
Plarming Board (the "Planring Beard”): Tenant egress -
to proceed sIng its commercially reesonable best effarts.
16 submit an apphcation for 8 CON permitand o - '
prosecuts said application 10 obtain the CON pacmit -

from the Plerming Board. Based on the length of the:
Planning Boerd review process, Tenant does ot expect

10 receive a CON permit prior tp 4242011, Tn light of .
the foregoing facts, the parties agree that they ghall -
prompity procesd with due diligence to nogotists the

terms of a definitive lease agreemént and executs such °
agreernent priaf to approval of the CON permit .~ -
provided, however, the lease shall nit be binding oa
either party prior to the epproval of the CON permit and
the lease agreement shall contaln a contingency clause .
indicating that the lease agreement is not effective N
pending CON approvel. Assuming CON permit
approval is graned, the effective date of the lease - *
agreement shall be the first day of the calender month
following CON permit spprovel. In the event that the «
Planning Board does not award Tenant a CON permit to
cstablish  dialysis center on the Premises by 4/24/2011-
neither party shall ave any further obligation to the
other party with regard to the negotiations, lease or
Premiges contemplated by this Letter of Intent.

BROKERAGE FEE: Landlord agrees th it recognizes UST Real Estate

Brokerage Services Inc. and Coldwell Banker- -
Commercial Devonshire Roalty as the client’'s sole -
representatives and a brokerage fee of five percent (5%).
of the rent due over the term shall be paid to USLorits - -
designated local affiliate, per separate commission
agresmenl. The clieat shall retain the right o effset rent -
for failure to pay the Real Bstate Coomission, .

It sheuld be understood ghat this Letter of Intent Is subject to the terms of Exkilitt A'atiached
hereto. '
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ORD: .

o

Total Care, In¢, or related entity tobe named™ - Agrage k&d and/of its assigee. -
; e -
By. \.Jlgl e

By PP ‘

Name: Ché‘)l Cﬂd-y Name; ..'ﬁl)mn Bih%’i‘m‘f“ '

Title: D \I? . Title: _Pmltlerf{" o _ o
iee fresident- T o
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EXHIBIT A
NON-BINDING NOTICE
NOTICE: THE PROVISONS CONTAINED IN THIS LETTER OF INTENT ARE AN

EXPRESSION OF THE PARTIES' INTEREST ONLY. BAID PROVISIONS TAKEN ~

TOGETHER OR SEPERATELY ARE NEYTHER AN OFFER ‘WHICH BY AN

“ACCEPTANCE” CAN BECOME A CONTRACT, NOR A CONTRACT. BY ISSUING .

THIS LETTER OF INTENT, NEITHER TENANT NOR LANDLORD (OR USY) SHALL.

BE BOUND TO ENTER INTO ANY (GOOD FAITH "OR " OTHERWISE)_‘.".-
NEGOTIATIONS OF ANY KIND WHATSOEVER. TENANT RESERVES THERIGHT

TO NEGOTIATE WITH OTHER PARTIES. NEITHER TENANT, LANDLORD OR TSI -

INTENDS ON THE PROVISIONS CONTAINED IN THIS LETTER OF INTENT TO BE "~

BINDING IN ANY MANNER, AS THE ANALYSIS FOR AN ACCEPTABLE
TRANSACTION WILL INVOLVE ADDITIONAL MATTERS NOT- ADDRESSED IN
THIS LETTER, INCLUDING, WITHOUT LIMITATION, THE TEKMS OF ANY

COMPETING PROJECTS, OVERALL ECONOMIC AND LIABILITY PROVISIONS -

CONTAINED IN ANY LEASE DOCUMENT AND INTERNAL.. APPROYAL

PROCESSES AND PROCEDURES, THE PARTIES UNDERSTAND AND AGREE THAT =
ACONTRACTW[THRESPECPTOTEEPROVISIDBEINTHISLETI‘EROF INTENT . -
WILL NOT BXIST UNLESS AND UNTIL THE PARTIES HAVE EXECUTED A Co
FORMAL, WRITTEN LEASE AGREEMENT APFROVED IN WRITING BY THEIR
RESPECTIVE COUNSEL. USI IS ACTING SOLELY IN -THE CAPACITY . OF
SOLICITING, PROVIDING AND RECEIVING INFORMATION -AND PROPOSALS -
AND NEGOTIATING THE SAME ON BEHALF OF OUR CLIENTS.- UNDER NO -
CIRCUMATANCES WHATSOEVER DOES USI HAVE ANY AUTHORITY TO.BIND

OUR CLIENTS TO ANY ITEM, TERM OR COL[BINATION OF TERMS CONTAINED -

HEREIN. THIS LETTER OF INTENT IS SUBMITTED SUBJECT TO ERRORS,
OMISSIONS, CHANGE OF PRICE, RENTAL OR OTHER TERMS; ANY SPECIAL

CONDITIONS IMPOSED BY OUR CLIENTS; AND WITHDRAWAL WITHOUT

NOTICE. WE BESERVE THE RIGHT TO CONTINUE . SIMULTANEOUS .
NMEGOTIATIONS WITH OTHER PARTIES ON BEHALF OF OUR CLIENT, NO -

PARTY SHALL HAVE ANY LEGAL RIGHTS OR OBLIGATIONS WITH RESPECT ..
TO ANY OTHER PARTY, AND NO PARTY SHOULD TAKE ANY ACTION OR FALL - '-
TO TAKE ANY ACTION m DETRIMENTAL RELTIANCE ON THIS OR ANY OTHER .. = ~

DOCUMENTORCOMMUNICAIIONUNIH-ANDUNLESSADEFHWITIVE

WRITTEN LEASE AGREEMENT IS PREPARED AND SIGNED. BY TENANT AND

LANDLORD
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[OPTION 2: FOREXISTINGBUIEDING} - ;.
(SUBJECT TO MODIFICATION BASED ON INPUT FROM LESSEE'S .
PROJECT MANAGER WITH RESPECT TO EACH CENTER PROJECT] .

SCHEDULE A - TO WORK LETTER .

[ENTS - -
Iformia ud other pelect

MINIMIUM BASK I r IViE NT.RE
{Mote: Sectlons with an Asterisk {*) heve spectfic requirements for L1l in Cal
Stwtes ~50¢ end of docerment for changes 10 thad section)

At & minimum, the Lessor ehall provide the following Base Building Impmvmenw w_ nwet o
Lessee's requirements for an Existing Bese Building Improvements at Lessor. § sole cast: - 3

All MBBI work completed by the Lessor will need to be coordinted and approved by the Lesses
and there Consultants prior to any work being completed, including shop drawings and submitials
ICVIEWE. . _ o

1.0 - Bullding Codes & Design * s o
All Minimum Base Bailding Improvements (MBBI) are t0 be performed in sccordance
with all loeal, state, and federal building codes including any related ashendments, fire
and life safety codes, ADA regulations, State Department of Public Health, and other -
applicable and codes ag it pertains to Dialysis, All Lessor's work will bave -
QGovernmental Authorities Having Jurisdicion (“GAHI") approved architechurel and .
engineering (Mechanical, Plumbing, Flectrical, Structrral, Civil, Enviroamental). plang
and specifications prepared by a licensed architect md engihoer. % " R

Lessee shall have full control over fhe selection of the General Contractor fur the tenant © -
improvement work. S

2.0 - Zoning & Permaitiing , SR .
Building and premises must be zoned to perform services as a dialysis clinic. Lessor to
provide all Zoning information related to_ the base building. - Any riew Zoning -
changes/variances necessary far use of the ‘premises as a dialysis- clinic shell be the -
responsibility of the Lessee with tho mssitance of the Lessor to secure Zoning
change/varlance. Peamitting of the interior construction’ of the space will be by ths.

| 3.0 - Common Areas

| Lessec will have acoess and use of all common aress i, Lobbies Hallways, Carridors, o
Restrooms, Stairwells, Utility Rooms, Roaf Access, Bmergency - Access - Points -and

Elevators. All conrmon areas must be cods and ADA compliant (Lifo Safety, ADA, etc)
per current federal, state end local code requirements, . i -

4.0 . Demolition
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Lessor will bo responsible far demolition of all intofiar partitions, doors ‘and fremes,

plambing, clectrical, mechanical systems (other than what Is designated for rensé by.

Lessee) and finishes of the existing building from slab to roof-deck-to create 2 “Vaille

box™ condition. Space shall be broom clean and ready for interior improveniénts specific . .
to the bugildout of n dialysis facility. Biilding to be free and clear of gny Companents, .*
asbastor or myatesial that is in violation of any EPA standards of acceptance mid local -

bazardons material jurisdiction standards.

5,0 - Foundation and Floor *

Existing Foundations and Slsb on Grads in Lesseo spece ot be free of ‘cracks end

sctlemont issues, Aoy cracks eod sotflement issaes evidont st ey time prior

+

commenceruent of tenant improvement work shall be suby

ect to inspection by a Licensed _. L

Structurel Engineer stating thet such cracks and / or séttlemant issues are within limits of -
the structural ntegrity and performmnce eticipated for this concreté-and reinforcement

design for the term of the lease. Lessor to confizm that the site does not contain

expansive goils and to confirm the depth of the watsr table. Existing concrete slabs shall .

contain contral joints and stractural reinforcement.

Allrepa.imwﬂlbedmcbylzmrathiscdstmdbedonapﬁurtoﬂeweeﬁcepmﬁceof :

space for comstruction. Any issues with slab-during Lesses construction will be brougitt -

up to Lessor attention &nd cost associated with slab issue to repair will be paid by Lessar.

Any slsb ceplacement will bo of the same thiciness of the adjacent sltb (or a tidnimain of -~

57) with & minimum concrets strength of 3,000-psi with wiré or fiber mesh, andfor rebar-
reinforcement over vapar barrier and granuler fill. Infill slab/renches will be pinned o -
axisting slab at 24" O.C, with # 4bass ar greater x 16” long ot as designed per-higher

standards by Lessee's structural engineer depending on solls and existing slab:condition. - ’

Existing Concrete floar shall not have more than 3-lbs.of moistire pec 1000sf/24 houtsis .

emitted per completed calcivm chioride testing reéults, Means and methods 10 achieve
this level will be sole responsibility of the Lossor. -

6.0 - Structura] *

Existing exterior walls, Hintels, floor and roof framing shall remain as-is and be freo of -

defects. Should any deficts he found repairs will be mado by Lessor at e cost, “Any

repairs will meet with current codes and approved by 2 Srructurel Engineer and Lesses. - -

Lessor shall supply Lessee (if available) stroctural mﬁneerﬁg dmwmgs of space

7.0 - Existing Exterior Walls S
All axterior walls ahall be in good shape and properly mainisined. Any damaged drywall
and or Insulation will be replaced by Lessor prior to Lessee taking possession. Replacs

mstal imerior walls with dry well. .

Tt will be the Lessor's responsibility for all cost to bring exterior waJls up Lo code before

Lessee takes posscssion. .

74 - Demising walls

New or Existing demisicg walls shall be a 1 or 2he fire razed wall depending o local
codes, state and or regulatory requirements (NFPA 101 —2000) whichever is more




Dec 20 2010 3:07AHM HP LASERJET FAXDAVITA 13175820203 page 11

AL AT

bagor gy e Sty F o 173 ¥ ik + Wom TPF Y ad T3 et e o T oF

sl

stringent. I it does not meet this, Lessor will bring demising wall up fo meet he "~
ratings/UL requirements. Walls to be fire caulked in accordmice with UL standards at .-
floor and roof deck. Demising walls will have sound atrenuation barta from floor to - |
underside of deck. o

Al Lessee's option and as agreed upon by Lessar, any new demising wall interior drywall’ -
to lessee’s space shall not be instalied until after Lessee’s improvements are complets in'
the wall. g

8.0 - Roof Covering * e L
The roof shall be properly sioped for drainage and flashed fof proper water shed. ~‘The - i
ruof,mofdrainsmddownspoutsshanbeproperlymintaitwdtpgnﬁdngamﬁmﬁflm e
and can propeddy drain, Lessor will provide Lessee the informuation on the Roof and - &
Contractor holding werranty. Lessor to provide minimam of R30 roof inslation at foof :
deck. If the R30 value is not meet, Lessor to increase R-Valpe:by having installed -
additional Insulation to meet GAHJ requirements to ‘the undérside of the roof
structure/deck. D :

Any new penetretions made during buildoot will be af the Lessse’s cost. Lessor shall .
grant Lessee that right to conceal or remove existing sleylighta as deemed appropriate by M
Lessee and their Consultants, : . P -

9.0 - Canopy ¥ .
Lessor providedriveundercnnopytnnnotonmdcapmhstbehgr'eedtobyl’qm :

10.0 - Waterproofing and Weatherproofing s Do o
Lessor shall provide complete water tight bullding shell inclusive but not Hrmited- t2,
Flashing and/or sealant around windows, doors, parapet walls, Machani¢al / Plumbing./
Electrical penetretions. Lessor sball propesty seal the building’s extedior walls, footings,
slabs ag required in bigh moisture cenditions such as (including but nof Hmited to) finish ..
floar sub-grade, raised planters, axd high water table. Lessor shall be responsible for -
replacing any damaged itams amd repairing any deficiencies exposed during / after
construction of tenant improvenient. . R

110 - Windows A T N
Any single pane window systerns must be replaced by Lessar with coce complient.
Enezgy cfficient thermal pane windows with thermally broken. shuminum ' frames. -
Broken, missing and/ar damaged glass or frames will be replaced by Lessor. Lessor shall .
allow Lessoe, at Lessce’s discretion, to tint the existing window: (per mamifactunes
recommendations) per Lessee's tensnt improvement design.- Remove glass block -
windows S -
Add new windows to be upsized at least three timss canrent size leases to provide size.

12.0- Thermal Insulation | o
Lessor t replace any missing and/or damaged wall or ceiling insulation with R-13, 1%-or
R30 insulation, | - o

13.0 - Extertor Doors

All exterior doors shall meet American Digabilities Act (ADA), Local Codes andS e
Department of Health requirements for egress. I not Lessor at his cost ‘will nised to bring -
them up to code, this will include installing push paddles and/or panic hardware oc any .. -
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cther hardware for egress. Any missing weather stripping, damage té-_doofs o fraines
will be repaired or roplaced by Lessor. ' o S

Lessor will provide, if not already present, a from entrance mdreardoor Io space, _
Should ane not be present 1 each of the locations Lessor, 10 have them mstalled per the . -
following criteria: ' o o

* Front/ Patient Entry Doors: Provide Storefront with insulited ‘glass doors and .
Alumtnom framing to be 42" width including posh paddic/panic bar hardware, . .
continucus hinge end lock mechemism, Dooi to be prepped to accept power asglst- -
opener and push button keypad lock provided by Lessee. Create front door 42"
on south side of building N o

s Service Doors: Provide 72" wids double door (Altemates for dpproval by .-
Lessee’s Project Manager to include: 60" Roll up door, or 848" wide single door .
or domble door with 36” and 24" doars) with 20 geuge Insulated Kollow mmal “:
{double doars), Flush bolts, T estragal, Heavy Duty Aluminom threghold, -
continuous hings each leaf, prepped for panic bar hardware (as requited by code) ;
painted with rust inhibiting peint end prepped to receive a push button keypad
Jock provided by Lessee. Doot to have a 10" square vision panel ¢t oot with
insulated glass installed if requeated by Leasee, A

In fill two large garege doors

Any doors that gre designated to be provided modified or jmepared by Lessor; Lessor
shall provide to Lessee, prior to door fabrication, submittals containing specification

information, hardware and shep drawings for review and acceptince by -Lesses -and
Leapee's architect. ' S -

14.0- Utllitiea - S
All ntllities o be provided st designated utility enfrance points-into the- building ‘st -
{ocations approved by the Lessee at a common location for access, Lessor isresponsible
for all tap/connection and impact fees for all new utilitics required foc a'dialysis facility.
All Utilities to be coordinated with Lesses’s Architnet, S

15.0- Plumbing * : S
Lessoc to provide a segregated/d dedicatad 2" watar lin, if not already pressnt (and not
led-in 10 any other lessees spaces, fire suppression systems, or ircigation systems) with a
shut off valve, 2 (two) 2* backflow preveniors in parallel (with drain under BFP’s), and
2 meter (1 1/2" meter under specisl circumstences which must be approved by Lessee) -
o provide 2 contimpus mininmm 50 psi (zmximum of §0psi), with 2 minimuin flow rile
of 30 gallons per mimuts to Lessee space, ‘Lassor to provids Lessee with the most recent .
water flow and pressore test resulls (gnllons por mimute and psi) for approval. Lassor
shall pecform water flow and pressuré test peior to loase exccution. Lessar shall stub the -
dedicated water lino into the Lessee space 10 a location on Lesste plans, Lessorto =~
provide and pay for el tap fees rolated to pew senitary sewer-and water services.in -
accordance with local building and regulawry agencies. Lessor may elect to dedicate the
existing 2" line and 2" meter (1-1/2" meter if approved by Lessee), if existing, to Lessce
for Lessee's exclusive and dedicated use. Lessor shall then be responsible to install a
pew water line and water meter(s) for use by adjacent tenant(s)- as needed to meet
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adjacent tonamt water requirements and water demands. Lessor shall behﬁiion’sibls". for ,
all fses and costs associated with the line, tap, meter and fmpact fees related to this wozk, - = -

All existing hose bibs will be in proper working condition prior to Lessees posszssicn of
Space. ) -
Existing Sanitary sewer linc will need 1o be 2 four-inch (4") minitnum Tine b I.'.emé.:

space and have en invert level of 42" minimum of a sabitary _!ibct's):'ﬂla_x will adequately,
support the drainage requirements leaving the spece. Lift stafion/sewhge ejectors will not:- -
be permitted. The sanitary sewer line feeding the demised spacc will need o be vides .
scaped for itegrity with & vopy available for Lessee and his architoet to review, Sewer
line o Teceive a power rod with high presaure cleaning to insure flow integrity from " .
facility inlet 10 city main. L

I the Saritary ine is not 4" line, Lessor wil bave initalled 26w fine o afocationper =~
Lessce plans to support the dreinage requitereats (with a mininmind irvert level of a2y
and I meet local code. All cost associated with line, tap and impact fees will be Lessot = -

responsibility. _
Sanitary sampling manhole if required by local munscipality on new line.

16.0 - Fire Suppression and Alarm System ‘ R L
Existing Fire Sprinkler Systems and fire alarm conirol panel shall be maintained by
Lessor. Lessor to provide persinent information on systems . for- Lessee Enginsecs fof
design. Lessar to provide current veador for system and momt.oﬂngoompnny e

¥ a Sprinkler Systom is not present and is required by Lesste 1isage based an NFPA 101, -
2000, Lesscr to provide cost, to be inchded in lease rate, foc the design and jnstallation’ ~
of a complete tumkey sprinkler systern (less drops and beads in lessee space) that meets
all local building and Kife safety codes for the eotite building, This'system will beang -
dedicated water line independent of Lessee’s water line requiréments, Inchding .
~ municipal approved shop drewings, service drops and sprinkler heads . at heights -pét
Lessee's reflective ceiling plan, flow conirol switches wired and ‘tosted, alarms nchiging
wiring aud en electrically/telephonically controlled five alarm control panel connected to
a monitoring systems for emergency dispatch, Need sprinkler systerninstalled 0 G L

Bxiating Fire Alarm system shall be maintained and in good working onder:by. Lessor -
prior to Lesses acceptance of space. Lessor to provide pertinent infrprmh;ioﬂ' onsystems
for Lessee's design. Lessor to provide current vendor For: sysiem’ sad. monitorng
corapany. [f PA Penel is unable to accommodats Lessee requirements Lessor 1o upgrede -

panel at Lessor's cost _

Fire Suppression and Alam system equipment shall be equipped for &wble demmn ‘

activation per GAH]J. N _ PR
17.0 - Electrical;

Service size to be determined by Lessee’s enginoer dependant on facility size and gas -
availzsbility (400amp to 800amp service) 120/208 volt, 3 phase, 4 wire. Existing service'
to be a combined smgle service for Lessee space. Lesseo will .not accept multiple
servicos (o obiain the necessary amperage. Should this not be . available Lessor 1o

apgrade to meet the following criteria:
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Provide new ecrvice (preferably underground) with. 2. dedicdted metef vin p niew: CT . -
cabinet. Service size to be determined by Lessee's engineer dependant on facility sizoand.
gas avallability (400amp to 800amp service) 120/208 volt, 3 phase, 4 wire to a foad -
cenmintheLassee’auﬁthmum(locaﬁuntubepuCodemgwa__lociﬁoﬁpu_'béssep -
plans) for Lessee's exclusive uxs in puvciing Sulprast, spphances, lighting, heating,
cocling and miscellsnecus use.  Teansformer coordiration with wdlity company,
transformer pad, md underpround conduit sized for service, circiit termination cabinet,
gromding rod, main panel with breaker, conduit and wire inclusive of. éxcavation,
wenching and restoration. Lessee’s Bopineer shall have the final approval on. the .-
electrical service size and lucation. If 480V power is supplied; Lessor to provide dep
down trangformer to Lessee requirements sbove. T RS

¥ combined service meter cannot be provided then Lessor shall- prcmde written ’
verification from Power Utility suppHer stating nmultiple meters sre-allowed for use by the
factlity for the duration of the lease term _ I

Lessor will allow Lesseé to have instakled, et Legsee cost, Transfir Swiich for temporary-

generator hook-up, or permancnt generator. T . o

18.0 - Gas Service : o T
Existing Natural gas service at & minimum t have a &" water colimm presgurc.and be © . .
able to supply B0O,000-BTU’s. Natural gas line shall be individually meterad and sizad o

19.0 - Mechanical /Heating Ventilation Alr Conditiomtig * = & .t
Lessar to provide & detailad report from a HVAC compeny ok all éxiating HVAC mifs
ie. age, CEM's, cooling capacity, service records etc far review by Lassee. : HVAC -
Units, components and equipment that Lessee intends ta jease shall bé left in place ‘as is’-
by Lessor, Lessor shall allow Lessee, a1 Lessee’s discretion to remive, relocate, replace -
or modify existing unit(s) as needed to meet HVAC code requiréments and design layout -
requirements. . e

It determines by Lessee that the units need to be replaced and ar additional units ere.
needed, Lessor will be responsible for the cast of the roplacoment/additional HVAC
anits, Lessee will conplete the all work with the replacemam/additional HVAC Units, :

Units replaced or added will roeet the design requirernents esstatedbglow. - . -«

The criteria is as follows: Bquipment to be Camier or Trate. Equiprient will be new and
come with a fall wamanty on parts {minimam of Syrs) including labor. Supply ‘wirshall
be provided to the Premises sufficlent for cooling at the race of 325 squars feet per a1
meet Lossee's demands for dialysis facility. Ductwork shall be extended 5° into the
space for supply and return alr, System to be & ducted return air design. ALl ductwork to -
extemally lined accept for the drops from the units. Work-to-include, but not fiiited to,
the purchase of the umits, installation, roof framing, mechanical curbs, flashings, ges &
elecirical hook-up, thermostats and startup, Asticipate minimum up to-five (5) zonas
with prograrmable thermostat, Lessce's enginees shall have the final spproval an the
sizes, tonnages, zooing, location and number of HVAC units based on design criteria and
local and stete codas, Davita to determine tho Lonnags of sach nnit ¢ R
20.0 - Telephone Lo
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If in & muky tenant building Lessor to provide & 17 condult from Bmldjng Dem:k
location to phone room location in Lesses space. . ) i

21.0 - Cable or Satellite TV

T exsor 10 havo Cakle TV sxtend to Lessee space if availatile, Lessor will alsq allw foca

gatellits dish on the roof regardless if cable is present or not £t Lesiee’s cogts.  Lessor -

will nced to grant right of access to cable company for new service.

22,0 - Qandicap Accessihility *

Pl compliance with ADA and afl local juriséictions’ handicap requirémets. Lesiot

shall comply with all ADA regulations affecting the Buiiding dnd -entranco o' Lessee

space inctuding, but not imited to, the elevator, extorior and interiar doors, concrete cuth: . .

cuts, ramps and walk approackes to/ from the parking lot, parking lot siriping foe four ()~
dedicated bandicap stalls for & unit up to 20 station clinic and six (6) HC stafl¢ for units -

over 20 mafions inchuive of pavemen: markings and stall signg, with clrrefit- local

provisions foc handicap parking stells, delivery areas ahd walkways. © |

Lessar shall provide pavement marking; curb ramp and ai:ccssible:!paxh,'of wravel far Ea.‘

dedicated delivery nccess in the rear of the building. The delivery access shall link the g
path from the driveway paving o the designated Lessco delivery doof and alio link tothe -

sccessible path of travel,

230 - Generator .

Lessor to allow & generator to be installed on site if required by code ot Lessce chc'ml'x w0

provide one.
Landlord will provide generator
240 - Exigting Stte Lighting

Lessor to provide adequate lighting per code and to illuminate all ‘parking, pathorays, for
new and existing building aocess points, Parking lot lighting to'be cn 8 timer (and be

programmed per Lessee busincss hours of operation) or phatocell. “Parking Yot lightirig
shall be comnected to and powered by Lessor house panel and equipped. - If fiew Highting
is provided it will need to be code compliant with an 90 minute barety back up al-all
access points, : o .

25.0 - Exterior Bullding Lighting L e
Lessor to provide ndequate lighting per cods and to jlluminate the builling tnain ‘and
sorvice entrencefexils with related sidewalks, Lighting' shiall by éofinected, to ‘and.
powered by Lessor house panel and equipped with & code compliaht 90 miriute battery
back up al all aceess points. oo L

m_ ng -. o \‘. . I
ide adequats amount of ADA curb cats, handicap and standard parking stalls in

sccordance with dialysts use nd overall building wses. Stalls.to receive siiping, ot to

recelve traffic directional arrows and concrets parking bumpers. Bumpers to be anchored
in place onto the asphalt per stall layoat, LL will supply parkingplan . . .

27.0 - Refuse Enclosure *

If en area is not designated, lessor to provide Refuse area for Legsee dumpsters. Ab_e‘_'.ssd:f c

to provide & minimurm 6” thick reinforced concrets pad. approx 100 to 150SE based and

an 8' x 12' apron way to accommodate dumpster and vehicle weight. Enclbsure 't be, - .
provided as required by local codes. T
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Lessar to allow for an illuminated fagade mounted sign and rights to‘add signage to.
existing Pylon/manument sign, Final sign layout to be approved by Lessee and tl;‘g Gity. .
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Insert/delete the following sections for California and other q.dectStnteswith 1 13 )
requirements for Projects to above MBI : SR

Inseri In Section 1.0 after 2 paragraph - I . .
For Califomia and other states/urisdictions cequiring 1 1.2 standards:. Building to eomply -
with all state and/or locel fire department requireancats in regards with an QCCUPARCY
critexia for 1 - 1.2 building ruting ln regard to set-backs, life safety aystemns, emergbney. -
ggress or other applicable requircmants adhering 10 OXCUpancy slanderds,) - Lo

Lessor shall allow Lessee, of Lessée's discretion and cost, o conptruct Fire ratod
assermblies to the existing structure and framing as needed and reduired to epsore fire
protection for I cecupancies and If needed, B ocoupancies. Lessor shill also gllow Lessee -

to install roof mounted vents to ensute concealed space ventilation as required by code.”

Delete 1* paragraph In Section 5.0 smd insert the below patagraph - o
Existing Foundations and Slab on Grade in Lesses space mastbe free of cracks and
settlemnent issues, Any cracks and settlernent issnes evident ar any time prior’
commencement af tenant improvement work shall be subtject to inspection and .
confirmation by a California Liccnsed Structural Engineer gtating that such cracksand/-
or seitlement igzues are within liniits of the structural integrity and performance - .
enticipated for this concrete and reinforcement design for the term of the Jease. Lessor .-
will be responsible for all fecs and cost assoclated with structural inspection confirmation. -
letter and shall provids the letter to Lesses, Leasoc's architect and Lessee’s Stucgural - .
Engineer for review mnd approval, Concrete floor shall be level-and free from differentiel
setfloment beyond the industry standard Limits of L/8" inch pér 10°-0" spadinmany, =
direction. Defoctive areas of the concrets slab exceeding this limitation shell be removed

Insert in Section 6.0 after 2* paragraph , R
Lessor sball cnsure that the stroctural system {8 code campliant for the-chango inuseto’™. -
an ] occupancy medicel dialysis facility. Lessor sball be responsible for the fees, design,
cost and construckion of any structural upgrade requirement to bring the building up (o S
code related to the change in nse. ' -

Lessor shall supply Lessee structural engine¢ring drawings, instelled truss shop'
drawings, caleulations and specifications for the manufactured roof trasses for review. .
and analysis by Lessee’s Suuctural Engineer to ensore adequate ‘stractore] jategrity o
gupport 1 accupancy fire progection assembly and HVAC load requirements. e

Lessor shall allow Lesses, & Lessee’s discretion and cost, to coustruct s'tijuct‘méi )
rainforcement to the existing structure a5 needed to support I occupeties requirements.

Inser! n Section 8.0 after 2 parngraph _ . R
Lessor shall allow Lesaes to instal! roof top equipment screens in onder to conceal HVAC
units and equipment as needed to meet GAHJ conditions, Roof screens-shall be at least
6'07" high off the roof surface or as needed to meet conditions. S

Delete 1 paragraph in Section 9.0 and insert the below parsgraph .~ .~
Lessor shall allow Lessee 1o dasign and construct a canopy structuee arid passenger drop
off misle. The canopy structure shall extend fram the entry door-out to, exd over the
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passenger drop off aisle adjacent to the parking lot area. The canopy and passeriger drop, ©
off design shall be es required to comply with accessible code, Lessor. shll seviow and o
approve canopy design end passenger drop off aisle. The paskenger drop off aikle may
result in a minimal reduction of parking stalls. o LT

Delete paragraph 4 in Section 15.0 and insert the below paragraph  : © i P
IF the Snitary line is not 4” Lessor will have installed a new ling to 4 locatiof pef Lesses
plans 1o meet OSHPD and I occupancy code requirements aid a tninimoni 2" invert -
level 10 support the dminage requirements for a dialysis facility. All cost asshciated with -
line, tap, meter ard impact fees will be Lessor's responsibility (IR

Delete 19 parsgraph in Section 19.0 and {nsert the below paragraph - *° . & ! S
Lessor to provide a detailed report from & HVAC company on all exsting HVAC utits
ie. age, CFM's, cooling capacity, service records etc for review by Lessee, WAC
‘Units, components and equipment that Lesses intends to reuse shall b left in placs ‘s is",
by Lessor. Lessor shall allow Lesses, at Lessee's discretion o remove, felodale, replace
ar modify existing unit(s) as needed to meet I occnpancy HVAC code requirements snd

design leyoul requirements.

Delete 1" paragraph in Section 22.0 and inert the below paragraph Lo
Full compliance with ADA and all local jurisdictions’ hendicap requirements, ‘Lessor -
shall comply with sll ADA regulations affecting the Building and entranco-to Legsea
gpace including, bat not limited to, the clevator, exterior and interior doors, puth of travel, -
from building entranco to the public right of wey, concrete curb cuts, rarmps and walk -
approaches to / from the parking lot, parking lot striping for dedicated bandicap stalls and
accessible parking stalls meeting or exceeding 10% minfmum of all typical parking stalls. .
required v meet 1 occupancy medical accessible code stendards, The® dedicated. .~
socessible stalls shall be inchisive of pavement markings and stall signs with current local
provisions for handicap perking stalls, delivery areas and wilkways. - A T

Delete 1" paragraph In Section 27.0 and inseri the below paragraph - .. b P
Lessor to provide & minimum 6" thick reinforced concrete pad. and. apron wey K-
accommodate dumpster vehicle weight. Enclosure ehall be equipped to accomimddate 8.4
yard bin for the exclogive use of Lessee and shall be in compliance with design criterid .
with servicing refuse agency and local codes. Enciosure shall have a minimum idside
area of 100 s.f. and accommodate recycling as required by locel minicipa) Tegulations.. -
Enclosure shall havs & minimum 150SF for medical wasts, The design: of the. medical:

Py f

whgto enclosure must meet local bealth code requirerncats, Medical waste enclogtire must:

be approved by lesses priot to obtaining planning departrhent approvals.




Section |, Identification, General Information, and Certification
Operating Identity/Licensee

The Certificate of Good Standing for DVA Renal Healthcare, [nc. is attached at Attachment — 3.

Attachment - 3

1132422
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File Number 6097-191-9

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

DVA RENAL HEALTHCARE, INC., INCORPORATED IN TENNESSEE AND LICENSED TO
TRANSACT BUSINESS IN THIS STATE ON MARCH 23, 2000, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE BUSINESS CORPORATION ACT OF
THIS STATE RELATING TO THE PAYMENT OF FRANCHISE TAXES, AND AS OF THIS
DATE, 1S A FOREIGN CORPORATION IN GOOD STANDING AND AUTHORIZED TO
TRANSACT BUSINESS IN THE STATE OF ILLINOIS.

In Testimony Whereof, 1 hereto set
my hand and cause to be affixed the Great Seal of
the State of Hlinois, this 8TH
dayof ~ DECEMBER  A.D. . 2010

" V S Pi 5
e ”'.E%ﬁ'ﬁf' g ’j
N () o ! 7_,;- Q_\ ’
Authentication #: ‘.|6342-01490 M W@

Authenticate at: hitp:/hwww.cyberdriveillinois.com

SECRETARY OF STATE

LHn Attachment - 3




Section |, Identification, General Information, and Certification
Organizational Relationships

The organizational charts for Davita, Inc. and DVA Renal Healthcare, Inc. are attached at Attachment - 4.

Attachment - 4

113242.2
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Section |, Identification, General Information, and Certification
Flood Plain Requirements

The Replacement Facility site complies with the requirements of Illinois Executive Order #2005-5. The
Replacement Facility is located at 6051 Development Drive, Charleston lllinois 61920. As shown on the
FEMA flood plain map attached at Attachment — 5, the Replacement Facility site is located outside of a

flood plain.

Attachment -5
113242.2

Hq



L e L

Y ety 5y (rinpet b

SRS LSy
LN Wi

B 5200 MBRT
AIAMDN VINY-LUNAKKDD

Attachment — 3

O 20 521 e

tsvTuv aLrvanaaosy b
SIONITTI | i
..r.F?.DOUﬂu_OU..

4¥W 1Y I2NYHNSKI 90074 -

Wl |-

o |

Iy - HOOLIYY 30 A3
(0200130 10N ‘viaw] . [ TErTES oy —
HOITINVYHD 40 ALD :

UYL IERTATRTIATEY. i

FAEH U avR AR e Y

ke e Ak GAHARA HB Yy Bm St 1
aa D
v e = S iy e

I, g g thaen o it et

&
frrr_ el ML e P Serdy i b

o e by ey  Anjay =

SNUILWNDIS I 3IN07 30 NOULY ALl —

:
1520 o . N
e s o s e e _ A T
pvl | : ;
—_— — ——— — s — \\ B - E]
e A —ay e e - H
By
- s | N
fimsan iy




g5 - juswyselly

Acli BWa) IS A 12 A0YE dew POOId WINT S 41 420U sdew pooy weiSold
SJURINEL] POC|4 PUDHEN INOGE UCHBLUIUI 1oNpasd 15312 241 404 330K J810
JY1 uUD D1EP Byl O] WANhaBGNS SPEL U3DG DARY ABW DI SUIWPUDIWE 1O
Ba6uBYD 1592 U 200 dew YL SuluO EIW-+ BUISn poloanxa sem

) dew pooy POIUDINDL BADGE ] JO uojuod e Jo AJUD B1oWo UR S S

o

AsuaBy 1uawmafruv)y Aouafiaurg jerapayg :EI

H

2 3INOZ
6861 ‘S ISRANY
3iva 3A113348

8 5210 58601
YIBWNN 13NV4-ALINNKKOD

00Z 40 SZT 1INV

ATIIlo0d JUoRaoT e

_\ €1 UoolleW eaTAefl ¥ 01

(SVIYV AILVIOLHOININD
SIONIT11
‘ALNNOD SHT10D

5l

dVW 31Vd JINVENSKI 600 |

KYU504d IINVYNSNI Q00T =z==¢=\=m§§.§
/! — b

{ | — | —1 =4
1334 000Z 0 00DZ

ITVIS ALVIWIXOUdDY

<N

72 2 3INOZ




Section |, ldentification, General Information, and Certification
Historic Resources Preservation Act Requirements

The Historic Resources Preservation Act determination from the lllinois Historic Preservation Agency is
attached at Attachment — 6,

Attachment — 6
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Illinois Historic

—==n Preservation Agency
. FAX (217) 782-8161

15" 1 Old State Capitol Plaza + Springtield, lllinois 62701-1612 + www.illinois-history.gov

Coles County

Charleston
CON - Rehabilitation of Establish a 16-Station Dialysis Facility
6051 Development Drive
IHPA Log #008112910

December 16, 2010

Anne Cooper

Polsinelli Shughart

161 N. Clark St,. Suite 4200
Chicago, IL 60601

Dear Ms. Cooper:

This letter is to inform you that we have reviewed the information provided
concerning the referenced project. :

Our review of the records indicates that no historic, architectural or
archaeological sites exist within the project area.

Please retain this letter in your files as evidence of compliance with Section 4 of
the Illinois State Agency Historic Resources Preservation Act (20 ILCS 3420/1 et.
seq.). This clearance remains in effect for two years from date of issuance. It
does not pertain to any discovery during construction, nor is it a clearance for
purposes of the Illinois Human Skeletal Remains .Protection Act (20 ILCS 3440).

If you have any further questions, please contact me at 217/785-5027.

Sincerely,

Anne E. Haaker
Deputy State Historic
Preservation Officer

Attachment - 6

A teletypewriter for the speechjhearing impaired is available at 217-524-7128. It is not a voice or fax fine.
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Section |, Identification, General Information, and Certification
Project Costs and Sources of Funds

Table 1120.110
Project Cost Clinical Non-Clinical Total
Architectural & Engineering Fees $62,000 $62,000
Modernization Contracts $794,000 $794,000
Contingencies $79,400 $79,400
Consuting and Other Fees $55,000 $55,000
Moveable or Other Equipment
Communications $69,505 $69,505
Water Treatment $114,680 $114,680
Bio-Medical Equipment $10,885 : $10,885
Clinical Equipment $21,531 $21,531
Clinical Furniture/Fixtures $20,425 $20,425
Lounge Furniture/Fixtures $2,815 $2,815
Storage Furniture/Fixtures $6,533 $6,533
Business Office Fixtures $24 925 $24,925
General Furniture/Fixtures $22,275 $22.275
Signage $14,500 $14,500
Total Moveable or Other Equipment $308,074 $308,074
Fair Market Value of Leased Space or Equipment $809,224 $809,224
Total Project Costs $2,107,698 $2,107,698

Attachment - 7
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Section |, Identification, General Information, and Certification
Cost Space Requirements

Cost Space Table :
Gross Square Feet Amount of Proposed Total. Gross Square Feet
That Is:
I New . Vacated
Dept. / Area Cost Existing | Proposed Const. Modernized Asls Space

CLINICAL
ESRD $2,107,698 7,200 7,200
Total Clinical $2,107,698 7,200 0 0 7,200 0 0
NON CLINICAL
Total Non- $0 0 0 0 0 0 0
clinical
TOTAL $2,107,698 7,200 7,200

Attachment -8
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Section I, Discontinuation
Criterion 1110.130, Discontinuation

General Information Requirements

1.

The Applicants propose to discontinue their existing 16-station dialysis facility located at 200
Richmond Avenue E, Mattoon, lllinois 61938 and establish a new 16-station dialysis facility to be
located at 6051 Development Drive, Charleston, lllinois 61920.

No other clinical services will be discontinued as a result of this project.

The anticipated date of discontinuation of the Existing Facility is June 30, 2011. By that time, all
existing dialysis patients will be transferred to the Replacement Facility.

The Applicants lease space for the Existing Facility from Sarah Bush Lincoln Health System. As
a result, the Applicants will have no control over the use of the space after discontinuation of the
Existing Facility.

The dialysis machines will not be moved to the Replacement Facility; all other existing equipment
will be moved to the Replacement Facility.

All medical records for dialysis patients at the Existing Facility will be transferred to and
maintained by the Applicants at the Replacement Facility.

The Applicants seek authority to discontinue its Existing Facility and establish a Replacement
Facility. Accordingly, this criterion is not applicable.

Reasons for Discontinuation

On November 30, 2010, Sarah Bush Lincoln Health Center notified the Applicants of its intent to
terminate the lease for the Existing Facility. As set forth in the letter from Sarah Bush Lincoln Health
Center attached at Attachment — 10A, due to strategic and operational issues Sarah Bush Lincoln Health
Center is unable to extend the lease for the Existing Facility.

Impact on Access

1.

113242.2

As set forth in Section 1 of this application, the Applicants seek authority from the HFSRB to
discontinue its existing 16-station dialysis facility and establish a new 16-station dialysis facility.
The Replacement Facility will be located at 6051 Development Drive, Charleston, Ninois 61920,
approximately 5.34 miles, or 8 minutes from the Existing Facility. As noted below, the Existing
Facility is the only dialysis facility located in the Charleston/Mattoon area. The Applicants
anticipate all of the existing patients will be transferred to the Replacement Facility. Accordingly,
the proposed project will not have an adverse impact upon access to care for residents of the
Existing Facility's market area.

As set forth above, the proposed project is for the discontinuation of an existing dialysis facility
and the establishment of a replacement dialysis facility. Because no discontinuation will occur as
a result of the proposed project, this criterion is not applicable. Nevertheless, the Applicants sent
written requests for impact statements to all facilities located within 45 minutes of the Existing
Facility. The following table lists the names and addresses of all existing and approved health
care facilities located within 45 minutes normai travel time of the Existing Facility to which written
requests for an impact statement were sent. Copies of the written requests for impact statements
and the return receipt certificates documenting that a request for an impact statement was
received by all existing and approved dialysis facilities within 45 minutes normal travel time from
the Existing Facility are attached at Attachments — 10B and 10C.

Attachment — 10




Table 1110.130(c)
Facilities within 45 Minutes Normai Travel Time of Existing Facility

Zip
Name Street Address City Code | Distance | Time
DaVita Effingham 804 Medical Park Drive #1 | Effingham 62401 | 32.10mi. | 35 min
Shelbyville Community Dialysis | 410 South Heinlein Drive Shelbyville | 62565 | 27.31mi. | 40 min

Attachment -10

113242.2
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December 13,2010

Ar. Dale Galassie

Chairman

linois Health Facilitics and Services Review Board
323 West Jelferson Street, 2nd Floor

Springlield. IHinois 62761

Re: Letter of Support for DaVita Mattoon
Dear Chairman Galassic:

I am writing o you on behall of Sarah Bush Lincoln Health Center (“Sarah Bush Lincaln™) in
support of the proposed relocation of the DaVita Mattoon dialysis center from its current location
at 200 Richmond Avenue E. Matwoon. fliinois to 6051 Development Drive, Charleston. flinois,
Sarsh Bush Lincoln is the only hospital in Coles County and within 43 minuies ol the
Mattoon/Charleston area gencrally. We are a 128-bed. not-for-profit: regional hospital centrally
located in Fast Central Hlinois™ Coles County and provides a full range of acute care services
with 28 physician specialtics to residents of Coles County and the surrounding six counties.
Accordingly. most residents of the surrounding aren come o Mattoon 1o receive health care
services. including dialvsis, Sarah Bush Lincoln does not operate a dialysis program. In fact.
DaVit Mattoon is the only dialvsis lacility located in the Charleston/Mattoon area. The next
closest dialysis facility is located 33 minutes away in Effingham. A dialysis facility located in
the Matloon/Charleston area is impcerative (o ensurc the residents of this area maintain access (o
life sustaining dialvsis. Therefore. we fully support the relocation ol the DaVita Mattoon
dialvsis center.

Specific 1o the current location of the dialysis facility, Sarah Bush Lincoln owns the medical
ollice building at 200 Richmond Avence Fast. Mattoon. 1L 61938, where the facility currently
operales.  Sarsh Bush Lincoln is unable 1o extend the lease with DaVita due to several
operational and strategic issues, We regret that we cannot allow the dialysis fucility to continue
o operate where it is currently located but are glad 1o hear of DaVia's plans to relocate the
facility and maintain the same capacity and scope of services at the planned location,

DaVita is a leading provider ol dialvsis services in the United States. [t has taken on many
initiatives o improve the lives of patients suffering from chronic kidney disease ("CKD™) and
FSRD. One example is its EMPOWER program. DaVia launched the EMPOWER program
workshops in 2008, The workshops are free community-based educational seminars thal
encourage CKD paticats o take control of their health and make informed decisions about their
dinlysis care. Led by a team of DaVita nurses. renal dietitians. and social workers, EMPOWER
uses a multidisciplinary approach to educate patients with CKD about their discase. ways 1o
deluay progression, and different treatment options. Workshops also tocus on preparing patients
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for life on dialysis or with a kidney transplant. DaVita recognizes the unique and vital role that it
plavs in enhancing care for renal paticnts throughoui the country. Sarah Bush Lincoln is gratelul
that the residents in the CharlestorMattoon area have the hene it of a provider like DaVita in the
community, Accordingly. we fully support the proposed relocation of DaVita - Mattoon.

Thank vou [or vour consideration.

Very truly vours,

'Ci'.u'_\" L. Barneil
President and Chiel Exeeutive Officer
Sarnb Bush 1incoln Health Center

>

Gilldikaw

(e Dennis Pluard
Vice Prestdent. Operations
Sarah Bush Lncoln Health Center

~
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Mattoon Dialysis
200 Richmond Avenue E
Mattoon, Iilinois 619338

December 21, 2010
CERTIFIED MAIL/RETURN RECEIPT

Connie Schali
Effingham Dialysis

904 Medical Park Drive
Effingham, Illinois 62401

Dear Ms. Schall:

I am writing on behalf of DaVita, Inc. and DVA Renal Healthcare, Inc. (collectively,
“DaVita”) to inform you of the proposed discontinuation of DaVita’s existing 16-station
dialysis facility located at 200 Richmond Avenue E, Mattoon, Illinois (the “Existing
Facility”) and the establishment of a new 16-station dialysis facility to be located at 6051
Development Drive, Charleston, Illinois (the “Replacement Facility”). The Replacement
Facility will be located approximately 5.34 miles or 8 minutes from the Existing Facility.

This is a relocation of an existing dialysis facility and does not involve a change in the
number of stations.

The estimated date of discontinuation and relocation is no later than December 31, 2011.

Over the past two years, the facility has served between 43 and 56 end-stage renal disease
patients. We expect all existing patients will be transferred to the Replacement Facility.

While we do not anticipate the project will significantly impact access to care for
residents of the area or area health care facilities, the Illinois Health Facilities and
Services Review Board requires us to inform you of these plans and ask you for an
impact statement from your facility. Please send your response within fifteen days of
receipt of this letter to Kara M. Friedman, Polsinelli Shughart, PC, 161 North Clark
Street, Suite 4200, Chicago, Illinois 60601. If we do not receive a response from you
within fifteen days, it will be assumed that you agree that the relocation of the facility
will not have an adverse impact on your facility.

Attachment — 10B




If you have any questions about our plans to relocate the facility, please feel free to
contact Marcia Sorrill at marcia.sorrill@davita.com or 217-725-1480.

Sincerely,

G e

On behalf of
DaVita, Inc,
DVA Renal Healthcare, Inc.




Mattoon Dialysis
200 Richmond Avenue E
Mattoon, Illinois 61938

December 21, 2010
CERTIFIED MAIL/RETURN RECEIPT

Shelbyville Community Dialysis
410 South Heinlein Drive
Shelbyville, Illinois 62565

Dear Facility Manager:

I am writing on behalf of DaVita, Inc. and DVA Renal Healthcare, Inc. (collectively,
“DaVita”) to inform you of the proposed discontinuation of DaVita’s existing 16-station
dialysis facility located at 200 Richmond Avenue E, Mattoon, Illinois (the “Existing
Facility”) and the establishment of a new 16-station dialysis facility to be located at 6051
Development Drive, Charleston, Illinois (the “Replacement Facility”). The Replacement
Facility will be located approximately 5.34 miles or 8 minutes from the Existing Facility.

This is a relocation of an existing dialysis facility and does not involve a change in the
number of stations.

The estimated date of discontinuation and relocation is no later than December 31, 2011.

Over the past two years, the facility has served between 43 and 56 end-stage renal disease
patients. We expect all existing patients will be transferred to the Replacement Facility.

While we do not anticipate the project will significantly impact access to care for
residents of the area or area health care facilities, the Illinois Health Facilities and
Services Review Board requires us to inform you of these plans and ask you for an
impact statement from your facility. Please send your response within fifteen days of
receipt of this letter to Kara M. Friedman, Polsinelli Shughart, PC, 161 North Clark
Street, Suite 4200, Chicago, Illinois 60601. If we do not receive a response from you
within fifteen days, it will be assumed that you agree that the relocation of the facility
will not have an adverse impact on your facility.

b2




If you have any questions about our plans to relocate the facility, please feel free to
contact Marcia Sorrill at marcia.sorrill@davita.com or 217-725-1480.

Sincerely,

G;a e

On behalf of
PaVita, Inc.
DVA Renal Healthcare, Inc.
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2. Article Number
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Section I, Project Purpose, Background and Alternatives — information Requirements
Criterion 1110.230, Project Purpose, Backgqround and Alternatives

Background of the Applicant

Davita, Inc. and DVA Renal Healthcare, Inc. (the “Applicants™) are fit, willing and able, and have the
qualifications, background and character to adequately provide a proper standard of health care services
for the community. DaVita is a leading provider of dialysis services in the United States. The name
DaVita is an adaptation of an |talian phrase meaning, “giving life." DaVita's core values embrace service
excellence, integrity, team, accountability, continuous improvement and fulfillment.

Service Excellence

Serving others — the reason for existing. DaVita continually seeks to understand the needs of those who
depend on it {patients, doctors, and fellow team members) and then to exceed their expectations.

Integrity

DaVita says what it believes, and does what it says. DaVila is trusted because it is trustworthy. In its
personnel, team, and organizational values, DaVita strives for alignment in what it says and does.

Team
One for All, and All for One! DaVita works together, sharing a common purpose, a common culture and

common goals. DaVita genuinely cares for and supports, not only those to whom it provides care, but
those with whom it works shoulder-to-shoulder. DaVita works to pursue achieving its Mission.

Continuous Improvement

DaVita never stands still; it is never satisfied. Individually, and as teams, DaVita constantly looks at what it
does, and asks, “How can we do this belter?” Then, it uses a systematic approach to take action,

Accountability

DaVita never says, "lIt's not our fault,” or “It's not our job." It takes responsibility for meeting its
commitments — the personal ones as well as those of the entire organization. DaVita takes ownership of
the results.

Fulfillment

DaVita makes a difference. DaVita feels rewarded — personally and as a team — because what il does
in its jobs is consistent with its goals and dreams. DaVita believes "You must be the change you wish to
see in the world.” (Mahatma Gandhi). And, when you are the change, that's fulfiling!

DaVita has taken on many initiatives to improve the lives of patients suffering from chronic kidney disease
("CKD") and end stage renal disease ("ESRD"). These programs include the EMPOWER, IMPACT,
CathAway, and transplant assistance programs. Information on the EMPOWER, IMPACT and CathAway
programs are attached at Attachment — 11A.

There are over 26 million patients with CKD and that number is expected to rise. Current data reveals a
disturbing trend:

Attachment — 11
113242.2
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e The prevalence of CKD stages 1 to 4 has increased from 10% to 13.1% between 1988 and 2004’
» Increasing prevalence of diabetes and hypertension, the two major causes of CKD

Additionally, approximately 65% of CKD Medicare patients (patients 67 and older) have never been
evaluated by a nephrologist.2 Timely CKD care, however, is imperative because adverse outcomes of
CKD can often be prevented or delayed through early detection and treatment. Several studies have
shown that early detection, intervention and care of CKD may result in improved patient outcomes:

+ Reduced GFR is an independent risk factor for morbidity and mortality,

« A reduction in the rate of decline in kidney function upon nephrologists referrals has been
associated with prolonged survival of CKD patients,

« Late referral to a nephrologist has been correlated with lower survival during the first 90 days of
dialysis, and

« Timely referral of CKD patients to a multidisciplinary nephrology team may improve outcomes
and reduce cost.

A care plan for patients with CKD includes strategies to slow the loss of kidney function, manage
comorbidities, and prevent or treat cardiovascular disease and other complications of CKD, as well as
ease the transition to kidney replacement therapy. Through the EMPOWER program, DaVita offers
educational services to CKD patients that can help patients reduce, delay, and prevent adverse outcomes
of untreated CKD. The EMPOWER program encourages CKD patients to take control of their health and
make informed decisions about their dialysis care.

The IMPACT program seeks to reduce patient mortality rates during the first 90-days of dialysis through
patient intake, education and management, and reporting. In fact, since piloting in October 2007, the
program has not only shown to reduce mortality rates by 8 percent but has also resulted in improved
patient outcomes.

The CathAway program seeks to reduce the number of patients with central venous catheters (“CVC")
through arteriovenous fistula ("AV fistula”) placement. AV fistulas have superior patency, lower
complication rates, improved adequacy, lower cost to the healthcare system, and decreased risk of
patient mortality compared to CVCs. In July 2003, the Centers for Medicare and Medicaid Services, the
End Stage Renal Disease Networks and key providers jointly recommended adoption of a National
Vascular Access Improvement Initiative (“NVAII') to increase the appropriate use of AV fistulas for
hemodialysis. The CathAway program is designed to comply with NAVII through patient education
outlining the benefits for AV fistula placement and support through vessel mapping, fistula surgery and
maturation, first cannulation and catheter removal.

DaVita's transplant referral and tracking program ensures every dialysis patient is informed of transplant
as a modality option and promotes access to transplantation for every patient who is interested and
eligible for transplant. The social worker or designee obtains transplant center guidelines and criteria for
selection of appropriate candidates and assists transplant candidates with factors that may affect their
eligibility, such as severe obesity, adherence to prescribed medicine or therapy, and social/emotional/
financial factors related to post-transplant functioning.

In an effort to better serve all kidney patients, DaVita believes in requiring that all providers measure
outcomes in the same way and report them in a timely and accurate basis or be subject to penalty. There
are four key measures that are the most common indicators of quality care for dialysis providers - dialysis
adequacy, fistula use rate, nutrition and bone and mineral metabolism. Adherencs to these standard
measures has been directly linked to 15-20% fewer hospitalizations. On each of these measures, DaVita

' US Rena! Data System, USRDS 2007 Annual Data Report: Atlas of Chronic Kidney Disease and End-
Stage Renal Disease in the United States, Bethesda, MD: National Institutes of Health, National

, Institute of Diabetes and Digestive and Kidney Diseases,; 2007.
Id.
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has demonstrated superior clinical outcomes, which directly translated into 7% reduction in
hospitalizations among DaVita patients, the monetary result of which is $210M to $230M in hospitalization
savings to the health care system and the American taxpayer.

No adverse action has been taken against any of the applicants, or against any llinois health care
facilities owned or operated by the Applicants, directly or indirectly, within three years preceding the filing
of this application.

1.

1132422

Health care facilities owned or operated by the A[:;plicants:

A list of health care facilities owned or operated by DaVita, Inc. was provided in the application for
permit for Project No. 10-068 filed with the HFSRB on September 24, 2010. See Proj. No. 10-
068 App. pgs. 66 — 116. A certification that no change in the heaith care facilities owned or
operated by DaVita, Inc. is attached at Attachment — 11B.

A list of healthcare facilities owned or operated by DVA Renal Healthcare, Inc. is listed below:

Facility Location
Macon County Dialysis Decatur
Effingham Dialysis Effingham
Jacksonville Dialysis Jacksonville
Springfield Montvale Dialysis Springfield
lllini Renal Dialysis Champaign
Rushville Dialysis Rushville
Alton Dialysis Alton
Decatur East Wood Dialysis Decatur
Lincoln Dialysis Lincoln
Taylorville Dialysis Taylorville
Springfield Central Dialysis Springfield
Mattoon Dialysis Mattoon
Litchfield Dialysis Litchfield

Dialysis facilities are not subject to State Licensure and Joint Commission accreditation.

Certification that no adverse action has been taken against any of the Applicants, or against any
health care facilities owned or operated by the Applicants, directly or indirectly, within three years
preceding the filing of this application is attached at Attachment — 11C.

An authorization permitting the lliinois Health Facilities and Services Review Board {("HFSRB")
and the lllinois Department of Public Health (*IDPH") access to any documents necessary to
verify information submitted, including, but not limited to, official records of IDPH or other State
agencies and the records of nationally recognized accreditation organizations is attached at
Attachment - 11C.

DaVita, Inc. submitted an application for permit for Project No. 10-068 with the HFSRB on
September 24, 2010: A certification that no changes regarding the information regarding health
care facilities owned or operated by DaVita, Inc. previously provided in that application is
attached at Attachment — 11B.

Attachment -11




Knowledge is power.

EMPOWER?® is an educational program by DaVita®. The program
includes a series of free community based classes for patients with
chronic kidney disease (CKD). These classes encourage you to take
control of your kidney disease and prepare for dialysis by making
healthy choices about your kidney care

Taking Control
Of Kidney Disease

Making
Healthy Choices

Learn how to

Treatment

PR

Choices

An in-depth look at all

-~

Learn how to slow %
the progression of .t prepare for dialysis. 1 of your treatment choices.
kidney disease. : : :
g’ « Kidney disease and 1« Kidney disease and
» Kidney disease and T related conditions £§ related conditions
related conditions ig « Behavior modification i » Treatments that allow
, » Behavior modification + Dietary guidelines you to stay active and
i« Dietary guidelines » Common medications continue to work
« Common medications » Treatments that allow « Insurance choices !
« Insurance choices * you to stay active and .| * Ways to cope with CKD
« Ways to cope with CKD continue to work § i * Questions to ask your
« Questions to ask your it *Insurance choices ‘i health care team
health care team « Ways to cope with CKD i}
’ * Questions to ask your |

\ ; health care team )

To register for a class, call 1-888-MyKidney (695-4363).

DaVita.

Attachment - | lAi |

EMPOWER®
1-888-MyKidney (695-4363) | DaVita.com/EMPOWER

® 2009 DaVita Inc, All rights reserved. KEYC-7405
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Aprit 30, 2009

Dear Physicians:

As your partner, DaVita® and OCMO are committed to helping you achieve unprecedented clinical outcomes with your
patients. As part of OCMO's Relentless Pursuit of Quality™, DaVita will be launching our top two clinical initiatives; IMPACT
and CathAway™, at our annual 2009 Nationwide Meeting. Your facility administrators will be orienting you on both programs
upon their return from the meeting in early May.

AP e, IMPACT: The goal of IMPAGT is to reduce incident patient mortality. IMPACT stands for Incident
i ”, %, Management of Patients Actions Centered on Treatment. The program focuses on three components:
4 ‘s ; patient intake, education and management and reporting. IMPACT has been piloting since October 2007
* #  and has demonstrated a reduction in mortality. The study recently presented at the National Kidney
Foundation's Spring Clinical Meeting in Nashville, TN. in addition to lower mortality rates, patient
outcomes improved - confirming this vulnerable patient population is healthier under DaVita's relentless

pursuit of quality care.

I 7 -:’:f\ CathAway: Higher catheter use is associated with increased infection, morbidity, mortality and
T hospitalizations 2. The 7-step Cathaway Program supports reducing the number of patients with central
= venous catheters (CVCs). The program begins with patient education outlining the benefits of fistula
placement. The remaining steps support the patient through vessel mapping, fistula surgery and
maturation, first cannulation and catheter removal. For general information about the CathAway program,
see the November 2008 issue of QUEST, DaVita's Nephrology Journal,

Here is how you can support both initiatives in your facilities:

o Assess incident patients regularly in their first 90 days: Discuss patients individually and regularly. Use the
IMPACT scorecard to prompt these discussions.

o Adopt “Facility Specific Orders”: Create new facility specific orders using the form that will be provided to you.

o Minimize the “catheter-removal” cycle time: Review each of your catheter patients with your facility teammates and

identify abstacles causing delays in catheter removal. Work with the team and patients to develop action plans for

catheter removal.

Plan fistula and graft placements: Start AV placement plans early by scheduling vessel mapping and surgery

evaluation appointments for Stage 4 CKD patients. Schedule fistula placement surgery for those patients where ESRD

is imminent in the next 3-6 months.

o)

/)(“///u
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Launch Kits:

In May, Launch Kits containing materials and tools to support both initiatives will be arriving at your facilities. IMPACT kits
will include a physician introduction to the program, step by step implementation plan and a full set of educational resources.
FAs and Vascular Access Leaders will begin training on a new tool to help identify root-causes for catheter removal delays.

Your support of these efforts is crucial. As always, | welcome your feedback, questions and ideas. Together with you, our
physician partners, we will drive catheter use to all-time lows and help give our incident patients the quality and length of life
they deserve.

Sincerely,
Al 1

Allen R. Nissenson, MD, FACP
Chief Medical Officer, DaVita

(1) Dialysis Qutcomes and Practice Pattemns Study (DOPPS); 2 yrs/7 Countries / 10,000 ots,
(2) Pastan et al: Vascular access and increased risk of death amoeng hemodialysis patients.

OCM




IMPACT stands for Incident Management of Patients, Actions Centered on Treatment.
It's a comprehensive patient management program designed to focus on incident
patients throughout their first three months of dialysis. The first days of dialysis are
particularly challenging for patients, families and health care teams.

These patients require more education and closer management than patients who have
been receiving dialysis for a longer period because of their compromised conditions and
high mortality risk. IMPACT is focused on easing the process for patients transitioning to
dialysis.

The desired goal of this program are to provide comprehensive patient education, target
key monitoring points in the first 90 days for better adherence to treatment, improved
outcomes and reduced mortality.

What's the significance of acimeving Top Two status?

Reducing both incident patient mortality and the number of catheter patients are
Dc—;Vita's top two clinical goals for 2010. Medical Directors, FAs and RODs who achieve
both program goals in 2010 will achieve Top Two status for the year.

These initiatives are tied to strong clinical cutcomes and improved quality of life.
Reaching the Top Two goals means a high level of care for your patients, and special
recognition and henors.

Ter raach yoan 2010 IMPACT ol Tor raach ywour 2010 CathAwaay Goak
Achisve & arachists Qrachs of 75% or bedter Achiaes Day-90 cathetor ponientais
by Checzmlar 51 fior Septamter new admits f 13 e o bt oy Dacemiter 31

TWO
CLINICAL
INITIATIVES
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Relentless pursuit of quality

Dear Physician Partners:

IMPACT™ is an initiative focused on reducing incident patient mortality. The program provides a
comprehensive onboarding process for incident patients, with program materials centered on four
key clinical indicators—access, albumin, anemia. and adequacy.

Medical Directors: How can you support IMPACT in your facilities?
Customize the new Standard Admission Order template into facility-specific orders.
Drive use of the standard order with your attending physicians
Review your facility IMPACT scorecard at your monthly QIFMM meeting

Talk about IMPACT regularly with your attending physicians

Attending Physicians: How can you support IMPACT in your facilities?
Use the IMPACT scorecard to assess incident patients

Educate teammataes about the risk incident patients face and how IMPACT can help

How was IMPACT developed? What are the initial results?

From October 2007 to Aprit 2009, IMPACT was piloted in DaVita centers, Early results, presented
at the MNational Kidney Foundation's Spring Clinical Meeting in Mashville, TN this April, showed an
2% reduction in annualized mortality. In addition to lower martality, IMPACT patients showed
improvements in fistula placement rates and serum albumin levels, The results are so impressive
that we are implementing this program throughout the Village.

Your support of this effort is crucial.

If you have not seen the IMPACT order template and scorecard by the end of June, or if you have
additional questions about the program, email impactia:davita.com. Together we can give our
incident patients the quality and length of life they deserve.

Sincerely,

A

Dennis Kogod
Cheif Operating Officer

ACluw— Wb

{
Allen R, Nissensen, MD, FACP
Chiefl Medical Officer

DaVvita
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FOR ININEDIATE RELEASE

DaVita’s IMPACT Program Reduces Mortality for New Dialysis Patients

Stuacly Shows Newr Patient Care Moddel Sigificantly Dupmoves Patient Owdenines
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Poster Presentation

NKF Spring Clinical Meeting
Nashville, TN

March 26-28, 2009

Incident Management of Hemodialysis Patients: Managing the First 90 Days -

John Robertson!, Pooja Goel', Grace Chen', Ronald Leving', Debbie Benner', and Amy Burdan'
'DaVita Inc., El Segundo, CA, USA

IMPACT (Incident Management of Patients, Actions Centered on Treatment) is a program to
reduce mortality and morbidity in new patients during the first 3 months of dialysis, when
these patients are most vulnerable. IMPACT was designed to standardize the onboarding
process of incident patients from their O to 90-day period. We report on an ohservational
(non-randomized), un-blinded study of 606 incident patients evaluated over 12 months
(Oct77-0ct08) at 44 US DaVita facilities.

The study focused on 4 key predictive indicators associated with lower mortality and morbidity
—anemia, albumin, adequacy and access (4As5), IMPACT consisted of:
(1) Structured New Patient Intake Process with a standardized admission order, referral fax,
and an intake checklist;
(2) 90-day Patient Education Program with an education manual and tracking checklist;
¢3) Tools for 90-day Patient Management Pathway including QOL; and
(4) Data Monitoring Reports.

Data as of July, 2008 is reported. Patients in the IMPACT group were 60.6 3 15.1 years old
(mean3SD), 42.8% Caucasian, 61% male with 25% having a fistula. Results showed a reduction in
90-day mortality almost 2 percentage points iower (6.14% vs. 7.98%; p<0.10) among IMPACT
versus nonlMPACT patients. Changes among the 4As showed higher albumin levels from 3.5 to
3.6 g/dL (note that some IMPACT patients were on protein supplementation during this period)
and patients achieving fistula access during their first 90-days was 25% vs. 21.4%, IMPACT and
nonIMPACT, respectively (p=0.05). However, only 20.6% of IMPACT patients achieved Het
targets (33=3xHbs36) vs, 23.4% for controls (p<0.10}, some IMPACT patients may still have
>36-level Hels. Mean calculated Kt/V was 1.54 Tor IMPACT patients vs. 1.58 for nonIMPACT
patients {ps=0.05),

IMPACT is a first step toward a comprehensive approach te reduce mortality of incident
patients. We believe this facus may help us to better manage CKD as a continuum of care.
Long-term mortality measures will help determine if this process really impacts patients in the
intended way, resulting in longer lives and better outcomes.




IMPACT Tools

Here’s how the IMPACT program will help the team
record data, educate patients and monitor their
pregress in your facilities.

o Standard Qrder Template, a two-page form with
drop-down menus that can be customized into
a center-specific template

Intake Checklist to gather registration and
clinical data prior to admission

Patient Announcemeant to alert leammates
about new Incident patients

Patient Education Book and Flip Chart to teach
patients about dialysis

Tracking Checklist for the team to monitor
progress over the first 9C days

@ 6 606 o0 ©o

IMPACT Scorecard to track monthly center
summary and patient level detail for four clinical
indictors: access, albumin, adequacy, anemia
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* Casa Nueva
1551 Wewatta Street
Da ita Dener, 0 803086175
e Tel: 303-405-2100

www.davita.com

December 17, 2010

Dale Galassie

Chair

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Illinois 62761

Dear Chairman Galassie:

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of
Civil Procedure, 735 ILCS 5/1-109 that the information regarding all health care facilities owned
or operated by DaVita, Inc. was included in the application for permit for Project No. 10-068
filed with the Health Facilities and Services Review Board on September 24, 2010. No changes
have occurred to the information that was previously provided.

Sincerely, :
Kent J. Thiry

Chief Executive Officer
DaVita, Inc.

Subscribed and sworn to me

This |7 *day of Decembes. 2010
™
Naa_ R Moty

Notary Public CJ
“OFFICIAL SEAL"
W Tara L Moﬂgr
Notary Public, State of lilinols
; My Commission Expires 6/11/2013

Attachment — ] ] B-
18 st




% Casa Nucva
1551 Wewatta Street
a l a Denver, CO 80202-6173
® Tel: 303-405-2100

www.davita.com

December 17, 2010

Dale Galassie

Chair

Nlinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, 1llinois 62761

Dear Chairman Galassie:

I hereby certify under penalty of perjury as provided in § 1-109 of the [llinois Code of
Civil Procedure, 735 ILCS 5/1-109 that no adverse action has been taken against any facility
owned or operated by DaVita, Inc. or DVA Renal Healthcare, Inc. during the three years prior to
filing this application.

Additionally, pursuant to 77 Ill. Admin. Code § 1110.230(a)(3)(C), I hereby authorize the -
Health Facilities and Services Review Board (“HFSRB”) and the Illinois Department of Public
Health (“IDPH™) access to any documents necessary to verify information submitted as part of
this application for permit, 1 further authorize HFSRB and IDPH to obtain any additional
information or documents from other government agencies which HFSRB or IDPH deem
pertinent to process this application for permit.

Size;ily,

Kent I. Thiry

Chief Executive Officer
DaVita, Inc.

DVA Total Renal Healthcare, Inc.

Subscribed and sworn to me

This | PP day of D¥cembeg_, 2010
n\
Noaua £ Mo

" ICIAL SEAL"
; Tara L Motle

F

Notary Public, State of illinois
Y Commission Expires 6/11/2013

Attachment - ] Ié «




Section lll, Project Purpose, Background and Alternatives — Information Requirements
Criterion 1110.230(b), Project Purpose, Background and Alternatives

Purpose of the Project

1.

113242.2

The purpose of the project is to maintain access to life sustaining dialysis to residents of Mattoon. As
set forth in Criterion 1110.130, Mattoon Dialysis is the only dialysis facility within 35 minutes travel
time of the City of Mattoon. Moreover, only two dialysis facilities, DaVita Effingham and Shelbyville
Community Dialysis Center, are within 45 minutes travel time of Charleston/Mattoon. Due to the
pending termination of the current lease, the Applicants seek authority from the HFSRB to
discontinue the Existing Facility and establish the Replacement Facility to ensure the residents of
Mattoon continue to have access to dialysts services.

The Existing Facility currently serves 44 ESRD patients. Additionally, there are 52 stage 4 and stage
5 CKD patlients in the community currently treated by referring physicians. Based upon atirition due
to patient death, transplant or relocation, it is projected that 33 of these patients will require dialysis
within the next twelve to twenty-four months. See Attachment — 12A. Without a dialysis facility in the
Charleston/Mattoon area, patients will have to travel over thirty minutes to Effingham or Shelbyville or
nearly an hour and a half to Decatur or Champaign-Urbana three times per week for their dialysis
treatments. Given the expense and time of the additional travel, patients may frequently miss
treatments or forego dialysis altogether. This would result in ESRD patients suffering renal failure
and death. Accordingly, this project is necessary to ensure the residents in the Charleston/Mattoon
area have continued access to life sustaining dialysis.

A map of the market area for the Replacement Facility is attached at Attachment — 12B. The market
area encompasses a 25-mile radius around the Replacement Facility. The boundaries of the market
area are as follows:

North approximately 30 minutes normal travel time to Tuscola
Northeast approximately 30 minutes normal travel time to Qakland

East approximately 30 minutes normal travel time to Kansas

Southeast approximately 30 minutes normal travel time to Union Center
South approximately 30 minutes normal travel time to Toledo
Southwest approximately 30 minutes normal travel time to Sigel

West approximately 30 minutes normal travet time to Windsor
Northwest approximately 30 minutes normal travel time to Sullivan

As set forth in Section 1110.130, on November 30, 2010, Sarah Bush Lincoln Health System notified
the Applicants of its intent to terminate the lease for the Existing Facility. As set forth in the letter from
Sarah Bush Lincoln Health Center attached at Attachment — 12B, due to operational and strategic
issues, it cannot extend the lease for the Existing Facility. The Applicants must vacate the premises
no later than June 30, 2011. As shown in Table 1110.130(c) above, the Existing Facility is the only
dialysis facility within 35 minutes normal travel time of Charleston/Mattoon.  Accordingly,
discontinuation of the Existing Facility will deny residents of Charleston/Mattoon access to life
sustaining dialysis services.

The purpose of this project is to maintain access to life-sustaining dialysis to the residents of Mattoon
and the surrounding area. Discontinuation of the Existing Facility will result in dialysis patients having
to travel significant distances to receive dialysis treatment. Therefore, establishment of the
Replacement Facility will ensure market area residents have continued access to dialysis services.

In an effort to better serve all kidney patients, DaVita believes in requiring that all providers measure
outcomes in the same way and report them in a timely and accurate basis or be subject to penalty.
There are four key measures that are the most common indicators of quality care for dialysis
providers - dialysis adequacy, fistula use rate, nutrition and bone and mineral metabolism.

Attachment — 12




113242.2

Adherence to these standard measures has been directly linked to 15-20% fewer hospitalizations.
On each of these measures, DaVita has demonsirated superior clinical outcomes, which directly
translated into 7% reduction in hospitalizations among DaVita patients, the monetary result of which
is $210M to $230M in hospitalization savings to the health care system and the American taxpayer.

Attachment — 12
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BASHAR ALZAHABI, M.D.

900 W, Temple, Ste. 103

Effingham, IL 62401 77

Telephone: (217) 347-5000° 7"

December 20, 2010 Fax: {217) 347-5023: -::,"

Dale Galassie

Chair

Hlinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Ilinois 62761

Dear Chairman Galassie:

I am a nephrologist practicing the Charleston/Mattoon area. I am wnting in support of the” "
proposed relocation of Mattoon Dialysis from its current location at 200 Richmond Avenue E,
Mattoon, Illinois to 6051 Development Drive, Charleston, Hlinois. Mattoon Dialysis is the only . __
dialysis facility within 30 minutes of the Charleston/Mattoon area. Mattoon Dialysis’ lease at its
current location wiil be terminated effective June 30, 2011. A dialysis facility located in the
Mattoon/Charleston area is imperative to ensure the remdents of this area maintain access to life
sustaining dialysis.

I am currently treating 20 Stage 4 and Stage 5 pre-ESRD patients that reside in the .
Charleston/Mattoon. Utilizing a 35% attrition rate due to transplant, return of function, death or
relocation, I project 13 of these current pre-ESRD patients will initiate dialysis within the next 12
to 24 months. All of these pre-ESRD patienls will be referred to Mattoon Dialysis. A total
number of pre-ESRD patients by initial and zip code is attached hereto. No patients will be
transferred from other providers to Mattoon Dialysis.

These patienti referrals have not been used to support another pending or approved certlﬁcate of -
need application. , YR

The information in this letter is true and correct to the best of my knowledge.

116718.1
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I support the proposed relocation of Mattoon Dialysis.

SincerW
/

Bashar Alzahabi, M.D.
900 West Temple Avenue, Suite 103
Effingham, Illinois 62401

Subséribed and sworn to me

OF'-' Ay
This 2tday of (ecombeor/ _, 2010 . cm?ﬁ:ﬁiséﬁe

NOTARY pUBLIC .
MY LiC . STATE Of

. ) T -W EXPIRES:121g/17
Copniwsd Jeoe - - T

Notary Public
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CENTRAL ILLINOIS KIDNEY AND DIALYSIS ASSOCIATES, S.C.
L 932N, Ruuedge, Spnngﬁeld 1L 62702

Pradeep Mehta, M.D. ; Lawience ), Sinith, MD, Ashraf Tamizuddin, MD.
Allen 8. Xrall, MD:© - © " X,Gery Chen,M.D,, PhD.

" Satelljie Outpatient Clinics
thchﬁald, Dacamr Iacksonvll}a Eﬁ'mghm Mattoon, Taytorville
Appointments/Nurses (217) 788-3875 T - . . DBusiness Office (217) 544-
5100 S

December 16, 2010

Dale Galassie

Chair

Titinois Health Facifities and Services Review Boa.rd
525 West Jefferson Sreet, 2nd Floor

Springfield, Tlinois 62761

Denr Chairman Galasaie:

I am & nephrologist in practice with Central {llinois Kidney end Dialysis Associates, 5.C. (“CIKD")} and am the
Medical Director for Mattoen Dialysis. [ am writing ant behalfl of CIKD in support of the proposed refocation of
Mattoon Dialysis from its current location at 200 Rmhmc'md Avenue E, Mattoon, Illinois to 6051 Development
Drive, Charleston, [Mlirois. Mattoon ‘Dielysis is the “only dialysis facility withn 30 minutes of the
Char]aston!Mattoon area. It is my understanding that Mattoon Dialysis' lease ot its current locetion will be
terminated effective June 30, 2011, A dialysis facility located in the Mattoon/Cherteston area is isoperative to
ensurs the residents of this area mainiatn access to iife sustaining dialysis.

CIKD is currentiy treating 32 Stage 4 and Stage 5 pre-ESRD paticnts that roside in the Charleston/Mattoon ares.
Utilizing a 35% attrition rate due to transplant, return of finction, death or relocation, we project 20 of thess current
pre-ESRD patients will initiate dielysis within the next 12 to 24 months. All of these pre-ESRD patients will be
referred to Mattoon Dialysis. The total number of pre-ESRD patients by initial and zip code is attached hereto as -
Attachment 3. No patients will be trapsferred from other providers to Mattoon Dialysis,

These patient referrals have not been used to support anothet pending or approved certificate of need application. -
The information in this letter is mue and comrect to the best of my knowledge.

I support the proposed relocation of Mattoon Dialysis.

Sincerely,

H ¥ rex ' ) . )
o&ﬁ% CW/[W\ Subscrib, d
f Tafniraddin, M-D. . b3 and sworn to me
o[y of e Lot _, 2010

Thia

Ceatral Minois Kidney and Dialysis Associates, 8.C.
932 North Rutledge Avenue
Springfield, Mlinis 62702

Error! Unknown document property neme,
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Section lil, Project Purpose, Background and Alternatives — Information Requirements

Criterion 1110.230(c), Project Purpose, Backqround and Alternatives

Alternatives

113242.2

The Applicants explored several options prior to determining to replace the Existing Facility. The
options considered and rejected were as follows:

a. Do nothing;
b. Utilize existing facilities;
¢. Establish a replacement facility.

After exploring these options, which are discussed in more detail below, the Applicants determined to
discontinue the Existing Facility and establish a 16-station replacement facility. A review of each of
the options considered and the reasons they were rejected follows.

Do Nothing

As set forth in Section 1130.230(b), Mattoon Dialysis is the only dialysis facility within a 35-minute
radius of Charleston/Mattoon. The Existing Facility currently serves 44 ESRD patients. Additionally,
there are 52 stage 4 and stage 5 CKD patients in the community currently treated by referring
physicians. Based upon atirition due to patient death, transplant or relocation, it is projected that 33
of these patients will require dialysis within the next twelve to twenty-four months.

As set forth in Section 1110.130, due to operational and strategic issues the landlord cannot extend
the lease for the Existing Facility. Moreover, the Applicant must vacate the premises no later than
June 30, 2011. Without a dialysis facility in the Charleston/Mattoon area, patients would have to drive
over thirty minutes to Effingham or Shelbyville or nearly an hour and a half to Decatur or Champaign-
Urbana three times per week for their dialysis treatments. Given the expense and time of the
additional travel, patients may frequently miss treatments or forego dialysis altogether. This would
result in ESRD patients suffering renal failure and death. Accordingly, the “do nothing” alternative
was rejected.

Utilize Existing Facilities

As set forth above, there are no facilities within a 30-minute radius of the Existing Facility to refer
existing patients. Moreover, while the existing facilities in Effingham and Shelbyville have some
excess capacity, the two facilities cannot collectively accommodate all of the current ESRD patients
and pre-ESRD patients projected to require dialysis within the next twelve months. Accordingly,
utilizing existing facilities is not an option.

Establish a Replacement Facility

Given the need for a dialysis facility in the Charleston/Mattoon area, the Applicants determined the
best alternative is to discontinue the Existing Facility and establish a new 16-station dialysis. The
Replacement Facility will be conveniently located to the residents of the Charleston/Mattoon area and
ensure residents maintain access to life sustaining dialysis. Accordingly, the Applicants determined
this was the most feasible alternative. The Applicants estimate the cost to establish the Replacement
Facility will be $2,107,698.

Attachment — 13




Table 1110.230{c)
Alternatives to Proposed Project
Cost Benefit Analysis
Alternative Cor::::jn:ty Access Cost Status
Do Nothing Not Met Decreased $0 Reject
Utilize Existing Facilities Not Met Decreased $0 Reject
Establish Replacement Facility Met Maintained $2,107,698 Accept

Attachment - 13
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Section IV, Project Scope, Utilization, and Unfinished/Shell Space
Criterion 1110.234{a), Size of the Project

The Applicants propose to establish a 16-station dialysis facility. Pursuant to Section 1110, Appendix B
of the HFSRB's rules, the State standard is 360-520 gross square feet per dialysis station for a total of
5,760 to 8,320 gross square feet for sixteen dialysis stations. The total gross square footage of the
proposed dialysis facility is 7,200 gross square feet. Accordingly, Replacement Facility meets the State

standard.
SIZE OF PROJECT
DEPARTMENT/SERVICE PROPOSED STATE DIFFERENCE MET
BGSF/DGSF STANDARD STANDARD?
Meets State
ESRD 7,200 5,760 — 8,320 0 Standard

Attachment — 14
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Section IV, Project Scope, Utilization, and Unfinished/Shell Space
Criterion_1110.234(b), Project Services Utilization

By the second year of operation, annual utilization at the Replacement Facility shall exceed HFSRB's
utilization standard of 80%. Pursuant to Section 1100.1430 of the HFSRB's rules, facilities providing in-
center hemodialysis should operate their dialysis stations at or above an annual utilization rate of 80%,
assuming three patient shifts per day per dialysis station, operating six days per week.

The Existing Facility is currently treating 44 ESRD patients. These current ESRD patients will be
transferred to the Replacement Facility. Additionally, Central lllinois Kidney and Dialysis Associates, S.C.
(“CIKD") and Dr. Bashar Alzahabi are currently treating 52 stage-4 and stage-5 chronic kidney disease
("CKD") patients who will likely be referred to the Replacement Facility. Based upon historical attrition
rate of 37% due to death, transplant, return of function and relocation, approximately 33 of the current
stage 4 and stage 5 CKD patients will be referred to the Replacement Facility within the first two years
after project completion. Accordingly, the Replacement Facility will be operating at 80.2% utilization (77
ESRD patients) by the end of the second year after project completion.

Table 1110.234(b)

Utilization
Dept./ Service Historical Projected State Standard | Met Standard?
Utilization Utilization
{Treatments)
Year 1 ESRD 6,864 12,012 11,981 Yes
Year 2 ESRD 5,864 12,012 11,981 Yes

Attachment — 15
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BASHAR ALZAHABI, M.D.

900 W. Tempie, Ste. 103
Effingham, IL 62407 77,
Teiephone: [217) 347-5000° ¢ ;:
December 20, 2010 Fax: (217) 347-5023"

Dale Galassie

Chair

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Illinois 62761

Dear Chairman Galassie:

I am a nephrologist practicing the Charleston/Mattoon area. 1 am writing in support of the '
proposed relocation of Mattoon Dialysis from its current location at 200 Richmond Avenue E,

Mattoon, Illinois to 6051 Development Drive, Charleston, Illinois. Mattoon Dialysis is the only. . ...
dialysis facility within 30 minutes of the Charleston/Mattoon area, Mattoon Dialysis’ lease at its ‘
current location will be terminated effective June 30, 2011. A dialysis facility located in the
Mattoon/Charleston area is imperative to ensure the residents of this area maintain access to life S
sustaining dialysis.

I am currently treating 20 Stage 4 and Stage 5 pre-ESRD patients that reside in the . ... ...
Charlestorn/Mattoon. Utilizing a 35% attrition rate due to transplant, return of function, death or
relocation, I project 13 of these current pre-ESRD patients will initiate dialysis within the next 12

to 24 months. All of these pre-ESRD patients will be referred to Mattoon Dialysis. A total

number of pre-ESRD patients by initial and zip code is attached hereto. No patlents will be
transferred from other providers to Mattoon Dialysis.

These patient referrals have not been used to support another pending or approved certificate of o
need application. e

The information in this letter is true and correct to the best of my knowledge.

116718.1 Attachment — 15A




I support the proposed relocation of Mattoon Dialysis.

SW

Bashar Alzahabi, M.D.
900 West Temple Avenue, Suite 103
Effingham, Illinois 62401

Subscribed and sworn to me

This 28*day of Decomber/ 2010

Notary Public

116718.1




PRE-ESRD PATIENTS




DEC-17-201C FRI 10:12 AM SPFLD CENTRAL@HOME FAX Ho. 217 788 5500 F001

CENTRAL [LLINOIS KIDNEY AND DIALYSIS ASSOCIATES, 5.C.
- 932 N. Rutledge, Springfield, - 62702

Pradeep Mehts, M.D. " Lawrence ), Sinith, MD, Ashraf Tamizuddin, M.D.
Allen$. Xral, MD: - -~ " X, Gary Che, M., PD,

Satelllte 0utpataent Clmics
thchﬁa]d, Decatur; lac}csqnwlla Eiﬁngham, Mnttcon, Taylorville
Appointraents/Nurses (217) 788-3878~ - 7 .. Business Office (217) 544-
5100 : e o . '

December 16, 2010

Dale Galassie

Chair
Illinois Health Facilities and Services Review Board

525 West Jefferson Street, 2nd Floor
Springfield, Mineis 62761

Dear Chairmman Galassie'

I am a nephrologist in practice with Centm.l [lineis Kidney and Dialysis Associates, $.C. (“CIKD”) and am the
Medical Director for Mattoon Dialysis. 1 am writing en behalf of CIKD in suppart of the proposed relocation of
Mattoon Dialysis from its current location at 200 Richménd Avepue E, Maitoon, Winois to 6051 Development
Drive, Charleston, Illinols.  Mattoon ‘Dialysis is the ~only dialysis facility within 30 minates of the
Charteston/Mattoon area. It is my understanding that Mattoon Dinlysis’ lease at its current location will be
terminated effective June 30, 2011, A dialysis facility located in the Mattoon/Cherleston area is imperative to
snsufe the residents of this area maintain access to life susteining dialysis.

CIKD is currently treating 32 Stage 4 and Stage 5 pre-BSRD paticats that reside in the Charleston/Mattoon area.
Utilizing a 35% attrition rate due to transplant, retum of function, death or relocation, we project 20 of these cument
pre-ESRD patients will fnitiate dialysis within the next 12 to 24 months. All of these pre-ESRD patients will be
referred to Mattoon Dialysis, The total number of pre-ESRD patients by initial and zip code is attached bereto as
Attachment 3, No paticnts will be transferred from other providers to Mattoon Dialysis.

These patient referrals have not been used to support another pending or approved certificate of need application. -
The informatisn in this letter is true and correct to the best of my kpowledge,
] suppert the proposed relocation of Mattoon Diglysis.

Sincerely,

ﬂﬁmn izgddiu, NZS'J - Subs%; YOIt me
Centrel Hiinois Kidney and Dialysis Associates, 8.C. Thig &,ﬁ@_tﬂg ,2010
932 North Rutledpe Avenue

Spingfield, Minois 62702

Ercort Unlonotrn dotument property neme.
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Vi | 61928
WC { 61929
SE | 61936
BN | 81837
MC | 61938
DP | 61838
G | 61938
MA : 61938
RC | 61238
CE | 61938
MG | 61938
RO | 61838
GR | 61938
RS | 61938
(5 | 61938
pS | 61938
BS | 61938
LS | 61938
KS | 61938
HS | 51938
Fs | 61938
BW | 51038
GB | 51944

-

VB | 61851
AL | 61951

Qo
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Section IV, Project Scope, Utilization, and Unfinished/Shell Space
Criterion 1110.234(c), Unfinished or Shell Space

This project will not inciude unfinished space designed to meet an anticipated future demand for service.
Accordingly, this criterion is not applicable.

Attachment — 16
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Section IV, Project Scope, Utilization, and Unfinished/Shel! Space
Criterion 1110.234(d), Assurances

This project will not include unfinished space designed to meet an anticipated future demand for service.

Accordingly, this criterion is not applicable.

1§3242.2
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Section Vil, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430, In-Center Hemodialysis Projects — Review Criteria

1.

Planning Area Need

The Applicants propose to discontinue their 16-station dialysis facility located at 200 Richmond
Avenue E, Mattoon, lllinois and establish a 16-station dialysis facility to be located at 6051
Development Drive, Charleston, llinois. The Replacement Facility will be located in HSA 4.
According to the latest inventory from the Health Facilities and Services Review Board, there is
currently a need for B dialysis stations in HSA 42 The proposed project will not result in an increase
in the number of dialysis stations in HSA 4. Accordingly, the number of stations in the Replacement
Facility will not exceed the number in the projected deficit.

Service to Planning Area Residents

The primary purpose of the proposed project is to maintain access to life-sustaining dialysis services
to the residents of the Charleston/Mattoon area. The Existing Facility is the only dialysis facility within
a 35-minute radius of Mattoon. It currently serves 44 ESRD patients. Additionally, there are 33 stage
4 and stage 5 Chronic Kidney Disease (“CKD") patients that will require dialysis within the next twelve
to twenty-four months. The lease for the Existing Facility will be terminated effective June 30, 2011.
Without a facility in the Charleston/Mattoon area, patients will have to drive over thity minutes to
Effingham or Shelbyville or nearly an hour and a half to Decatur or Champaign-Urbana three times
per week for their dialysis treatments. This would be an extreme hardship to both patients and their
family members and would likely result in patients skipping or foregoing dialysis treatments
altogether.

Moreover, utilizing existing facilities is not an option. There are no facilities within a 30-minute radius
of the Existing Facility to refer patients. While existing facilities in Effingham and Shelbyville have
some excess capacity, the two facilities cannot collectively accommodate all of the current ESRD
patients and pre-ESRD patients projected to require dialysis within the next twelve months.
Accordingly, establishment of the Replacement Facility is necessary to maintain access to life-
sustaining dialysis to residents of Mattoon.

Service Demand

Altached at Attachment — 26A are physician referral letters from CIKD and Dr. Alzahabi. A summary
of historical and projected referrals is provided in Table 1110.230(b)(3) below.

Table 1110.230(b}3)
Projected Patient Referrals by Physician and Zip Code
Zip Code CIKD Alzahabi Grand Total

81912 1 1 2
61920 5 10 15
61928 1 0 1
61929 1 0 1
61933 0 1 1
61936 1 0 1
61937 1 0 1
61938 18 6 24
61944 1 0 1

3 |II. Health Facilities and Sves, Review Bd., Addendum 1o Inventory of Health Care Facilities, Oct. 1, 2008 - Dec. 17, 2010 avaifable
at htip://www.hfsrb.illinois.gov/pdfiOther%20Services%20Update%2012-17-2010.pdf (fast visited Dec. 30, 2010)

113242.2
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Table 1110.230(b)(3)
Projected Patient Referrals by Physician and Zip Code
Zip Code CIKD Alzahabi Grand Total
61951 3 0 3
62420 0 1 1
62557 0 1 1
Grand Total 32 20 52

4. Service Accessibility

As set forth throughout this application, there are currently no dialysis facilities located within a 30
minute radius of the Replacement Facility. As shown in Table 1110.230(b}(5) below, the closest
facility is Effingham Dialysis Center located approximately 37 minutes from the Replacement Facility.

Table 110.230(b)(5)
Facilities within 45 Minutes of Replacement Facility
Name Streot Address City Distance Time Stations | Utilization
Effingham Dialysis Center 904 Medical Park Drive #1 Effingham 33.94 miles 37 min 16 53.13%
Shelbyvilte Community Dialysis 410 South Heinlien Drive Shelbyville 32.30 miles 47 min 8 54.17%

5. Unnecessary Duplication

a. The proposed dialysis facility will be located at 6051 Development Drive, Charleston, lllinois.
A map of the Mattoon Dialysis Center market area is attached at Attachment — 268. A list of
ali zip codes located, in total or in part, within 30 minutes normal travel time of the site of the
proposed dialysis facility as well as 2000 census figures for each zip code is provided in
Table 1110.1430(c){1}(A) on the following page.

Table 1110.1430(c){(1){A)
Population of Zip Codes within 30 Minutes of
Proposed Facility

Zip Code City Population

61910 Arcola 4,370
61911 Arthur 4,085
61912 Ashmore 1,410
61917 Brocion 646
61919 Camargo 803
61920 Charleston 24,572
61928 Gays 857
61930 Hindsboro 607
61931 Humboldt 1,231
61933 Kansas 1,334
61938 Mattoon 22,264
61941 Murdock 117
61942 Newman 1,334
61943 Qakland 1,900
61949 Redmon 110
61951 Sullivan 7.226
61953 Tuscola 6,285
61956 Villa Grove 2,909
61957 Windsor 1,870
62420 Casey 4,983
62428 Greenup 3,187

Attachment — 26
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Table 1110.1430(c)(1)}{A)
Poputation of Zip Codes within 30 Minutes of
Proposed Facility

Zip Code City Population

62435 Janesville N/A
62436 Jewett 572
62440 Lerna 1,445
62442 Martinsville 2,574
62447 Neoga 3,684
62462 Sigel 1,210
62468 Toledo 2,468
62469 Trilla 322
62474 Westfield 924
Total 80,037

Source; U.S. Census Bureau, Census 2000, Zip Code Fact Sheet
avaflable at http:/ffactfinder.cansus.gov/serviet/SAFFPapulation?
_event=Search&_name=&_state=04000US178&_county=8_cityTo
wn=8&_zip=& sse=ond_lang=en&pctxt=fph (fast visited Nov. 9,
2010},

b. No existing or approved dialysis facilities are located within 30 minutes normal travel time of
the Replacement Facility.

6. Maldistribution of Services

The proposed dialysis facility will not result in a maldistribution of services. A maldistribution exists
when an identified area has an excess supply of facilities, stations, and services characlerized by
such factors as, but not limited to: (1) ratio of stations to population exceeds one and one-half times
the State Average; (2) historical utilization for existing facilities and services is below the HFSRB's
utilization standard; or (3) insufficient population to provide the volume or caseload necessary to
utilize the services proposed by the project at or above utilization standards.

a. Ratio of Stations to Population

As shown in Table 1110.1430(c)(2)(A), the ratio of stations to population is 491.5% of the
State Average.

Table 1110.1430(c)(2)(A)
Ratio of Stations to Population

Population | Dialysis Stations | Stations to Population
Geographic Service Area 80,037 109 1:734
State 12,829,014 3,555 1:3,808

b. Historic Utilization of Existing Facilities

As discussed throughout this application, there are no facilities located within 30 minutes
normal travel time of Mattoon Dialysis. Accordingly, this criterion is not applicable.

c. Sufficient Population to Achieve Target Utilization

The Applicants propose to establish a 16-station dialysis facility. To achieve the HFSRB's
80% utilization standard within the first two years after project completion, the Applicants
would need 77patient referrals. As set forth above in Table 1110.230(b}(2), CIKD and Dr.
Alzahabi are currently treating 44 ESRD patients at the Existing Facility and 52 stage-4 and
stage-5 CKD patients who would likely be referred to the Replacement Facility within the first

Attachment - 26
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two years after project completion. Assuming a 37% attrition rate for current stage-4 and
stage-5 CKD patients, approximately 33 of the stage-4 and stage-5 CKD patients wili be
referred to the Replacement Facility, for a total of 77 referrals by the end of the second year
after project completion.

7. Impact to Other Providers

10.

113242.2

a. The proposed dialysis facility will not have an adverse impact on existing facilities in the
proposed geographic service area. As set forth throughout this application, the Applicants
seek to discontinue the Existing Facility and establish a Replacement Facility. There will be
no changes in the number of stations or services provided. Importantly, there is no dialysis
facility within 30 minutes normal trave! time from the Replacement Facility. Accordingly, there
will be no impact to other arsa providers.

b. The proposed dialysis facility will not lower the utilization of other area providers that are
operating below the occupancy standards. As set forth above, there are no existing or
approved dialysis facilities within 30 minutes normal travel time of the Replacement Facility.

Staffing

As discussed throughout this application, the Applicants seek authority to discontinue its existing
16-station dialysis facility and establish a new 16-station dialysis facility in Mattoon, lilinois. The
Existing Facility is Medicare certified and fully staffed with a medical director, administrator,
registered nurses (2.0 FTE), patient care technicians (2.6 FTEs), reuse technician, biomedical
technician, social worker and registered dietitian. Upon discontinuation of the Existing Facility, all
existing staff will be transferred to the Replacement Facility.

All staff receive training under the direction of the facility's Goveming Body, utilizing DaVita's
comprehensive training program. DaVita's training program meets all State and Medicare
requirements. The training program includes introduction to the dialysis machine, components of
the hemodialysis system, infection control, anticoagulation, patient assessment/data collection,
vascular access, kidney failure, documentation, complications of dialysis, laboratory draws, and
miscellaneous testing devices used. In addition, it includes in-depth theory on the structure and
function of the kidneys; including, homeostasis, renal failure, ARF/CRF, uremia, osteodystrophy
and anemia, principles of dialysis; components of hemodialysis system;, water treatment; dialyzer
reprocessing; hemodialysis treatment; fluid management; nutrition; laboratory; adequacy;
pharmacology; patient education, and service excellence. A summary of the training program is
attached at Attachment — 26C.

The Replacement Facility will maintain an open medical staff.

A copy of the curriculum vitae for Dr. Ashraf Tamizuddin. M.D., the medical director for Mattoon
Dialysis is attached at Attachment — 26D.

Support Services

Attached at Attachment — 26E is a letter from Kent J. Thiry, Chief Executive Officer of DaVita, Inc.
and DVA Renal Healthcare, Inc. attesting that the Mattoon Dialysis Center participates in a
dialysis data system, makes support services available to patients, and provides training for self-
care dialysis, self-care instruction, home and home-assisted dialysis, and home training.

Minimum Number of Stations

The minimum number of in-center hemodialysis stations for a dialysis facility located outside a
Metropolitan Statistical Area is 4. Mattoon, lllinois is located in the Charleston-Mattoon
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Micropolitan Statistical Area.* The Applicants propose to establish a 16-station dialysis facility to
be tocated in Matloon, lllinois. Accordingly, this criterion is met.

11, Continuity of Care

Attached as Attachment — 26F, is a copy of the written affiliation agreement with Sarah Bush
Lincoln Health Center. The agreement with Sarah Bush Lincoln Health Center will not be
impacted as a result of the relocation of Mattoon Dialysis.

12. Relgcation of Facilities

As discussed throughout this application, the purpose of the project is to maintain access to life
sustaining dialysis to residents of Mattoon. As set forth in Criterion 1110.130, Matloon Dialysis is
the only dialysis facility within 30 minutes travel time of Charleston/Mattoon area. Moreover, only
two dialysis facilities, Effingham Dialysis and Shelbyville Community Dialysis Center, are within
45 minutes travel time of Mattoon. Due to the pending termination of the current lease, the
Applicants seek authority from the HFSRB to discontinue the Existing Facility and establish the
Replacement Facility to ensure the residents of the Charleston/Mattoon area continue to have
access to dialysis services.

13. Assurances

Attached at Attachment — 26G is a letter from Kent J. Thiry, Chief Executive Officer of DaVita, Inc.
and DVA Renal Healthcare, Inc. certifying that the Mattoon Dialysis will achieve target utilization
by the second year of operation and outcome measures will meet or exceed current standards

* Peter R. Orszag, Execulive Office of the President, Office of Management and Budget, OMB Bulletin no. 10-02, Update of
Statistical Area Definitions and Guidance on Their Use, Appendix & (Dec. 1, 2009) availebie at hitp:/iwww.whitehouse gov/sites/
defaultffilesfomb/assetsfbulletins/b10-02.pdf (last visited Nov. 9, 2010).

Attachment — 26

113242.2




BASHAR ALZAHABI, M.D.

900 W. Temple, Ste. 103

Effingham, IL 62401 ¢+

Telephone; (217} 347-5000 ¢ .

December 20, 2010 Fax: (217} 347-5023" t..":

Dale Galassie

Chair

lllinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Minois 62761

Dear Chairman Galassie:

I am a nephrologist practicing the Charleston/Mattoon area. | am writing in support of the'”
proposed relocation of Mattoon Dialysis from its current location at 200 Richmond Avenue E,

Mattoon, Illinois to 6051 Development Drive, Charleston, Illinois. Mattoon Dialysis is the only, . .. ._....

dialysis facility within 30 minutes of the Charleston/Mattoon area. Mattoon Dialysis’ lease at its
current location will be terminated effective June 30, 2011. A dialysis facility located in the
Mattoon/Charleston area is imperative to ensure the residents of this area maintain access to life
sustaining dialysis.

I am currently treating 20 Stage 4 and Stage 5 pre-ESRD patients that reside in the
Charleston/Mattoon. Utilizing a 35% attrition rate due to transplant, return of function, death or
relocation, I project 13 of these current pre-ESRD patients will initiate dialysis within the next 12
to 24 months. All of these pre-ESRD patients will be referred to Mattoon Dialysis. A total
number of pre-ESRD patients by initial and zip code is attached hereto. No patients will be
transferrcd from other providers to Mattoon Dialysis.

These patient referrals have not been used to support another pending or approved cemﬁcate of
need application.

The information in this letter 1s true and correct to the best of my knowledge.

116718.1
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I support the proposed relocation of Mattoon Dialysis.

Bashar Alzahabi, M.D.
900 West Temple Avenue, Suite 103
Effingham, Illinois 62401

Subscribed and sworn to me PN, X
. a: s
This 2stday of Decomber/ 2010 O AL
NSYTARY PUBLIC - STATE of
: . "y o ON EXPIRES: 12105112
Upida A Jdrae - s
Notary Public

116718.t




PRE-ESRD PATIENTS

Patient Zip
Initials Code
CM 61912
BR | 61920
RC 61920
DK 61920
RS 61920
CS 61920
HT 61920
PG 61920
JK 61920
HA 61920
El 61920
DC 61933
GA 61938
JS 61938
BJ 61938
CH 61938
GC 61938
GV 61938
LH 62420
DE 62557




DEC-13-201C FRI 10:12 AM SPFLD CENTRALEHOUE FAX No. 21T 168 5500 F 001

CENTRAL ILLINOIS KIDNEY AND DIALYSIS ASSOCIATES, S.C.
- 93ZN. Rut]edge, Spnngj]eld 1L 62702

Pradeep Mehta, M.D. ; ‘Lawrence . Smith, M, Ashref Tamizoddin, M.D.
Allen 8. Krell, "le‘ © - -7 X GeryChen, M.D, Fb.D.
Satelhte Ompatwnt C]mlca

thchﬁeld Danafur ]acksomfllle Eﬂ'mgham, Mattoon Taylorville
Appointments/Nurses (217) 788-3875 v ' Business Office (217) 544
5100

December 16, 2010

Dale Galassie

Chair

IMinois Health Facilities and Services Review Boa.rd
525 West Jefferson Street, 2nd Floor

Springfield, Nlinois 62761

Dear Chairman Ga]asaie'

I am a nephrologist in praclice with Central [linos K{d.ney and Dialysis Associates, 5.C. (“CIKD") and am the
Medica] Director for Mattoon Dialysis. [ am writing an behalf of CIKD in support of the proposed relocation of
Mattoon Dialysis from its eurrent location st 200 Richmond Avenue E, Mattoon, Iilinois to 6051 Development
Drive, Charleston, Illinois. Mattoon -Dialysis is the "only dialysis facility within 30 minutes of the
Cherloston/Mattoon area. It in my understanding that Mattoon Dialysis’ lease at its current location will be
terminated effective June 30, 2011, A dialysis facility ocated in the Mamoon/Cherleston area is imperative to
snsure the residents of this area maintain access to life sustaining dialysis.

CIKD is currently treating 32 Stage 4 and Stage 5 pre-ESRD paticnts that reside in the Charleston/Mattoon area.

Utilizing a 35% attrition rate due to transplant, eturn of function, death or relocation, we project 20 of these curent
pre-ESRD patients will initiate dialysis within the next 12 to 24 months, All of these pre-ESRD patients will be

referred to Mattoon Dialysis. The total number of pre-ESRD patients by initial and zip cods is attached hereto as

Attachment 3. No patients will be trapsferred fom other providers to Mattoon Dialysis.

These patient referrals have not been used to support another pending or approved certificate of need application. -

The information in this letter is true and correct to the best of my koowledge.

I support the proposed retocation of Mattoop Dialysis.

Sincerely,

Mi&ddm, WM - Subst gyom to me
i of&g Quioo,~ 2010

Thig

Central lllinois Kidney and Dialysis Associates, 8.C.
932 North Rutledge Avenue
Springfietd, Mioeis 62702

NBTARY PUBLIC - STATE DF LLNOS
MY COMMISION EXPREBVI0A?

ABARAAAA ANy PP,
VWA

Ercor! Unknowe document property name.
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. PRE-ESRD PATIENTS
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Training Program Manual TR1-01-02
Hemodialysis Education and Training
PROGRAM DESCRIPTION

Introduction to Program

The Hemodialysis Education and Training Program is grounded in DaVita’s Core Values. These
core values include a commitment to providing service excellence, promoting infegrity,
practicing a team approach, systematically striving for continuous improvement, practicing
accountability, and experiencing fulfillment and fun.

The Hemodialysis Education and Training Program is designed to provide the new teammate
with the necessary theoretical background and clinical skills necessary to function as a
competent hemodialysis patient care provider.

DaVita Inc.

DaVita hires both non-cxperienced and experienced teammates.
A non-experienced teammate is defined as:
o A newly hired patient care teammate without prior dialysis experience.
e A rehired patient carc teammate who left prior to completing the initial training.
An experienced teammate is defined as:
e A newly hired patient care teammate with prior dialysis experience as evidenced by
successful completion of a competency exam.
e A rehired patient care teammate who left and can show proof of completing their initial
tramning.

The curriculum of the Hemodialysis Education and Training Program is modeled after the
American Nephrology Nurses Association Core Curriculum for Nephrology Nursing and the
Board of Nephrology Examiners Nursing and Technology guidelines.

The program incorporates the policies, procedures, and guidelines of DaVita Inc.

The new teammate will be provided with a “StarTracker”. The “StarTracker” is a tool that will
help guide the training process while tracking progress. The facility administrator and preceptor
will review the Star Tracker to plan and organize the training and professional development of
the new teammate. The Star Tracker will guide the new teammate through the initial phase of
training and then through the remainder of their first year with DaVita, thus increasing their
knowledge of all aspects of dialysis. It is designed to be used in conjunction with the “My
Learning Plan Workbooks.”

Program Description

. The education program for the newly hired patient care provider teammate without prior
dialysis experience is composed of at least (1) 120 hours didactic instruction and (2) 280
hours clinical practicum, unless otherwise specified by individual state regulations.

The didactic phase consists of instruction including but not limited to lectures, readings,
self-study materials, on-line learning activitics, specifically designed hemodialysis

®DaVita Inc. 2008 TR1-01-02
Origination Date: 1995 -
Revision Date: October 2008 Page | of 26
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Training Program Manual TR1-01-02
Hemodialysis Education and Training
DaVita Inc.

workbooks for the teammate, demonstrations and observations. This education may be
coordinated by the Clinical Services Specialist (CSS), the administrator, or the preceptor.
This training inctudes introduction to the dialysis machine, components of the
hemodialysis system, dialysis delivery system, principles of hemodialysis, infection
control, anticoagulation, patient assessment/data collection, vascular access, kidney
failure, documentation, complications of dialysis, laboratory draws, and miscellaneous
testing devices used, introduction to DaVita Policies and Procedures, and introduction to
the Amgen Core Curriculum.

The didactic phase also includes classroom training with the Clinical Services Specialist,
which covers more in-depth theory on structure and functions of the kidneys. This
includes homeostasis, renal failure ARF/CRF, uremia, osteodystrophy and anemia,
principles of dialysis, components of the hemodialysis system, water treatment, dialyzer
reprocessing, hemodialysis treatment (which includes machine troubleshooting and
patient complications), documentation, complication case studies, heparinization and
anticoagulation, vascular access (which includes vascular access workshop), patient
assessment  (including workshop), fluid management with calculation workshop,
nutrition, laboratory, adequacy, pharmacology, patient teaching/adult learning, service
excellence (which includes professionalism, ethics and communications).

A final comprehensive examination score of 2 80% must be obtained to successfully
‘complete this portion of the didactic phase. If a score of less than 80% is attained, the
teammate will receive additional appropriatc remediation and a second exam will be
given,

Also included in the didactic phase is additional classroom training covering Health and
Safety Training, DaVita Virtual Training Program (which includes 21 hours of computer
training classes), One For All orientation training, HIPAA training, LMS mandatory
water classes, emergency procedures specific to facility, location of disaster supplies, and
orientation to the unit.

Included in the didactic phasc for nurses is additional classroom training. The didactic
phase includes:

The role of the dialysis nurse in the facility
Pharmacology for nurses

Qutcomes management

Patient assessment for the dialysis nurse.

The clinical practicum phase consists of supervised clinical instruction provided by the
facility preceptor, a registered nurse, or the clinical services specialist (CSS). During this
phase the teammate will demonstrate a progression of skills required to perform the
hemodialysis procedures in a safe and cffective manner. A Procedural Skills Inventory
Checkiist will be completed to the satisfaction of the preceptor and the administrator.

©DaVita Inc. 2008 TR1-01-02
Origination Date; 1995
Revision Date: October 2008 Page 2 of 26




r———————i.

Training Program Manual TR1-01-02
Hemodialysis Education and Training
DaVita Inc.

The clinical hemodialysis workbooks will also be utilized for this training and must be
completed to the satisfaction of the preceptor and the administrator.

Those teammates who will be responsible for the Water Treatment System within the
facility are required to complete the Mandatory LMS Educational Water courses and the
corresponding skills checklists.

Both the didactic phasc and/or the clinical practicum phase of a specific skill set will be
successfully completed prior to the new teammate receiving an independent assignment
for that specific skill set. The new teammate is expected to attend all training sessions and
complete all assignments and workbooks.

. The education program for the newly hired patient care provider teammate with previous
dialysis experience is individually tailored based on the identificd earning needs. The
initial orientation to the Health Prevention and Safety Training will be successfully
completed prior to the new teammate working/receiving training in the clinical area. The
Procedural Skills inventory Checklist including verification of review of applicable
policies and procedures will be completed by the preceptor, a registered nurse, and/or the
clinical services specialist (CSS) and the new teammate upon demonstration of an
acceptable skill-level. The new teammate will also utilize the hemodialysis training
workbook and progress at their own pace. This workbook should be completed within a
timely manner as to also demonstrate acceptable skill-level.

The Initial Competency Exam will be completed; a score of > 80% or higher is required
prior to the new teammate receiving an independent patient-care assignment. If the new
teammate receives a score of less than 80%, this teammate will receive theory instruction
pertaining to the area of deficiency and a second competency exam will then be given. 1f
the new teammate receives a scorc of less than 80% on the second exam, this teammate
will be evaluated by the administrator, preceptor, and educator to determine if completion
of formal training is appropriate.

Following completion of the training, a Verification of Competency form will be completed (see
forms TR1-06-05, TR1-06-06). In addition to the above, further training and/or certification will
be incorporated as applicable by state law.

The goal of the program is for the trainee to successfully meet all training requirements. Failure
to meet this goat is cause for dismissal from the training program and subsequent termination by
the facility.

Process of Program Evaluation

The Hemodialysis Education Program utilizes various evaluation tools to verify program
effectiveness and completeness. Key evaluation tools include the, DaVita Prep Class Evaluation
(TR1-06-08), the New Teammate Satisfaction Survey on the LMS and random surveys of facility
administrators to determine satisfaction of the training program. To assure continuous

©@DaVita [nc. 2008 TR1-01-02
Origination Date: 1995
Revision Date: October 2008 Page 3 of 26
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: . CURRICULUM VITAE .
- ASHRAF TAMIZUDDIN, M.,
PERSONAL IN“FORMATION =
" Date of Birth; November 22 1956
Place of Birth: Rawa.lpinc_ﬁ, Paldstan

 Citizenship: " .Pakistan aJ;ld United Kingdom

Professional address: Central Hlinois Kjdncy and Dmlysxs Assomates
' 932 North Rutledge Street .
Spnngﬁeld '
Illinois 62702
USA '

EDUCATION/POST GRADUATE TRAINING
College: 1974 CB. Sir Syed College, Rawalpindi, Pakistan. ~ ~ F.Se

Medical School:  * 198) K_ngdward Medical College, Lahore, Pakistax. MB,B s

. Post Graduate: 1988 Member of the Royal College of Phys:clans
o C Umted Kingdom. ‘ MRCP (UK)
Residcnéy: -~ 1996 Southern Illinois Umvcrsﬂy School of Medicine,
Spnngﬁelcl, Hiinois,
Fellowship: "_ 1998 Medical College of Wisconsin.. Miiwaukee, W1sconsm
Other:- 1993 USM.LE
1993 FLEX

Attachment — 2613
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A Tamizuddin, M.D.

Page 2
MEDICAL LICENSURE
" Ilinois
Wisconsin
 Pakistan: | Full Registration with Pakistan Medical and Dental Council
United Kingdom: Full Reg15trat10n with General Medical Council UK
' BOARD CERTIFICATION ' |
1996~ American Board of Internal Medicine
1998 - American Board of Nephrology
PRESENT PdSITI_ON

‘1. Attending Nephmloglst
Cenral lllinois Kidney and Dialysis Assocza.tes
Springfield, Ilinois .

2. Cllmcal Associate Professor
Southern [linois University SchooI of Mecllcme
Spnngﬂeld Iilinois

s
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: A. Tamlzuddm, M.D.
Page 3

PREVIOUS PROFESSIONAL POSITIONS AND APPOINTMENTS

| __Mnyo Hospital, thore,-l’alusmn__
06.13.81 - 06.19.84

I did my mtcmship at the Mayo Hospxta.l La.hore Pakistan, the main teaching
hospital affiliated to King Edward Medical College. The year was divided into 6
months each of Internal Medicine and General Surgery. Then I was trained as a

- Senior House Officer and Registrar in Internal Medicine for 2 years.” During this
appointment, I had the routine responsibilities of the “in-patient” and “out-

" patient” care of the patients. I was associated with a Nephrologist trained in the
U.S.A. and I learned the diagnosis and management of vanous renal diseases and
fluid electrolyte problems. '

Wi-exham Maelor Hospith], Wrexham, UK.
08.01.84 - 06.19.94 |

I proceeded to the United Kingdom in 1984. After passing my entrance
examination and. few locum jobs I received most of my training at Wrexham
Maelor Hospital. During this period I rotated through most of the major medical
- specialties mcludmg nephrology I worked as a Registrar for four years during
that time. I-'was trained in specialized procedures like, colonoscoples
esophagogastroduodcnoscopres and fiber-optic bronchoscopes _

.

NS




A Tamlzuddm, M.D

Page 4

Southern linois University School of Medicine, Springfield, Illinois

06.26.94 - 06.25 96

"I came to the United States in Jupe 1994 and did my Residency. in Internal -

Medicine at Southern Illinois University School of Medicine, Springfield. The

-American Board of Internal Medicine granted me a waiver for one year because of

my previous training, so I completed my residency in June 1996. This was a very
comprehensive training program-which prowded me with a wide experience in all
aspects of Internal Medicine.

~ Fellowship in Nephrology, Medical College of Wlsconsm, Milwaukee,
_ Wlsconsm . _

07.01.96 - 06.30.98

The fellowshlp program was demgned to-give a well balanced: expenence of
clinical and research nephrology. The first year provided extensive -clinical

.experience in the care of acute dialysis, intensive care and mansplant patients. The
- center performed about 150 1ransplants a year. The second year was a mixture of

clinical and research expenence My research projects were related fo 51gna.1

' transduction and changed in the expressmn of cytoskeletal proteins in various

forms of expenmental glomerular i m_;my

e




A Tamlznddm, M D.

Page5

TEACHING ACTIV[TIES

-Since an ea:ly stage of my training in Palclstan I have been involved i m teaching

and supcmsmn of undergraduate medical students and House Officers. I was also
involved in organizing the clinical examination of the undergraduate medical
students. I was able to continue this experience in the United Kingdom where I

. was involved in clinical teaching of undergraduate medical students from the
- medical schools of Manchester and Cardiff. The Department also organized

clinical teaching for doctors preparing for Postgraduate Exammahons

In the: Wrexham Maelor Hospital I used to organize and conduct the week]y
Journal Club. -The Hospital also organized weekly multl-dlsclplmazy case
conferences in-which I parhmpatod regularly, .

' I was a member of the Board of Postgraduate Studies at the Wrexham Maelor

Hospital.

Sophomore Medical Student Teachmg of chmcal slulls at Medlcal ColIege of

WISCODS!D.

Undcrgraduate Nephrology for SIU School of Medicine.

Mentor for second year students at STU School of Medicize.

Resident T'eaching for STU School of Medicige.

Regulaxly contribute examination questions to Amenca.n Board of Internal

Medlcme Nephrology Ceruﬁcatlon Exam

Regularly review examination questions for Clinical Relevance submitted to
American Board of Internal Medicine, Nephrology Certification Exam

HOSPITAL COMMITTEE APPOINTMENTS .

Bed Management Committee, Wrexham Maelor HospitaL Wrexham, UK.

LV. Infusion Pump Committee, Wrexham Maelor Hospital, Wrexham, U.X




AL Tamizuddin, M.D.
. Page 6

ADMINISTRATIVE ACTIVITIES

- 1989 1990

I worked as Senior Medical Research Officer at Pakistan Médlcal Research Councﬂ

'(PMRC). The PMRC is an academic ‘body which conducts, supervises and promotes
research in medical schools all over the country. I had the administrative and research.
responsibilities ‘of Army Medical College Center, Rawalpindi. I was closely associated
+* with the publication of the Joumal of Pak:stan Socrety of Patholog;,r

2002 - 2004

Central Mllinois Kidney and Dialysis Associates, Secunty and anacy Ofﬁcer for I—Iealth

Insurance Portability and anacy Act (H[PPA)

HONORS AND AWARDS

1974 National Talent Scholarship in pre-medical studies
 1994-1995  Resident of the year, STU School of Medicine.

- 2003 " Best Full-Time Faculty Teacher of the Year Award, SIU School of
Medicine '

PROFESSIONAL AND SOCIETY MEMBERSHIPS

Amenca.n College 6f Physicians - Amen'cg.n Society of Intcrnai Medicine
" American Sopiety of Ncphrolégy :

International Society of Nephrology

National Kidney Foundaﬁbﬁ

State Medical Society of Illinois

]




L PR
A.Tamizuddin, M.D. -
Pag_e7 ‘ )
EDITORIAL ACTIVITIES

Journal of Pakistan Society of Pathology

 INVITED LECTURES

Role of Beta Blockers in hypertcnsmn Isiamabad Physicians Associaﬁon
Pakistan - : '

Medical Grand rounds Cardjorenal failure. SIU School of Medacm.g 51
‘ [
L Cardmvascular Disease in Renal Transplant Patients '
Natlonal Kidney Foundation Reglona] Meetmg _

Kidney Disease in Heart Transplant Panents
Heart Trans’planf Support Group Springfield

Intensive Care Ncphrology for Nurses
Nurses Educatlon Day, Memorial Medical Center Spn.ugﬁcld, Hlinois.

comimtry ACTIVITIES

Physician Free Medical Clinic, Cha]g:wal, Pakistan

Habitat for Humanity, Springfield, Dlinois




A Tamiznddiﬁ, M.D. |
‘Page8
PAPERS PRESENTED

1 - The use of ORS in ma.nagement of chlldhood diarrhea by mothers in the suburbs
of Rawalpindi/Islamabad. 10% Biennial Pediatric conference, Quetta, May 1990

2 "The effect of sociat cond.luons of the incidence of diarrhed. Paklstap Medical

Research Council’s Medical Research congress, Quetta, May 1990

3 Case Presentatlon at Belzer conference on Transplantahon 1996, Greenlake,
Wisconsin -

PUBLICATIONS

1 . Enhanced Expression of Cytoskeleton - Associated Protein - Paxillin in
experimental Nephrotic Syndrome Journal of Investigative Medicine. Vol, 46,
No. 6, August 1998 '

27 - Enhanced Expression of the (brtoskeleton-Associaled Proteins Paxillin and Focal
+ Adhesion Kipase in Glomerular Immune Injury. J.Lab Clin.Med 1999;134:173-79 -

i




% Casa Nueva
D 1551 Wewntta Street
a l a Denver, CO 80202-6173
® Tel: 303-403-2100

www.davita.com

Decemberl7, 2010

Dale Galassie

Chair

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, 1llinois 62761

Re: Certification of Support Services

Dear Chairman Galassie:

1 hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of
Civil Procedure, 735 ILCS 5/1-109 and pursuant to 77 Ill. Admin. Code § 1110.1430(f) that
DaVita Mattoon:

o Participates in a dialysis data system;

e Provides support services consisting of clinical laboratory service, blood bank,
nutrition, rehabilitation, psychiatric services, and social services are available; and

e Provides training for self-care dialysis, self-care instruction, home and home-assisted
dialysis, and home training.

Sincerely,

Ui j A

Kent J. Phiry

Chief Executive Officer
DaVita, Inc.

DV A Renal Healthcare, Inc.

Subsiribed and swormn to me

This ay of Devenbeil . 2010

Nua L W
Hig

;
?

Notary P ubfi J J
ok

“OFFICIAL SEAL*
S MY,
Mym%wm'ewyju_ma_ ‘
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FOR COMPANY USE ONLY:
Clinic #: 3319

PATIENT TRANSFER AGREEMENT

This PATIENT TRANSFER AGREEMENT (the “Agreement”) is made as of the 6"
day of December, 2010 (the “Effective Date”), by and between Sarah Bush Lincoln Health
System (hereinafter “Hospital”) and DVA Renal Healthcare, Inc., a wholly owned corporation
and subsidiary of DaVita Inc. (“Company”).

RECITALS

WHEREAS, the parties hereto desire to enter into this Agreement governing the transfer
of patients between Hospital and the following free-standing dialysis clinic owned and operated
by Company:

Mattoon Dialysis #3319
6051 Development Drive
Charleston, Hlinois 61920

WHEREAS, the parties hereto desire to enter into this Agreement in order to specify the
rights and duties of each of the parties and to specify the procedure for ensuring the timely
transfer of patients between the facilities; and

WHEREAS, the parties wish to facilitate the continuity of care and the timely transfer of
patients and records between the facilities.

WHEREAS, only a patient's attending physician (not Company or the Hospital) can refer
such patient to Company for dialysis treatments.

NOW THEREFORE, in consideration of the premises herein contained and for other
good and valuable consideration, the receipt and legal sufficiency of which are hereby
acknowledged, the parties agree as follows:

1. HOSPITAL OBLIGATIONS. In accordance with the policies and procedures as
hereinafer provided, and upon the recommendation of an attending physician, a patient of
Company may be transferred to Hospital.

(a) Hospital agrees to exercise its best efforts to ensure the prompt admission of patients
as necessary, provided that all usual, reasonable conditions of admission are met. In doing so,
Hospital agrees to accept and treat patients in emergency situations requiring transfer of a patient
from Company to Hospital. All transfers between the facilities shall be inade in accordance with
applicable federal and state laws and regulations, the standards of the Joint Commission on the
Accreditation of Healthcare Organizations (“JCAHO”) and any other applicable accrediting
bodies, and reasonable policies and procedures of the facilities. Transfer record forms shall be
completed in detail and signed by the physician or nurse in charge at Company and must
accompany the patient to the receiving institution.

Sarah Bush Lincoln Health System / DVA Renal Healthcare, inc {Mattoon #3319) New Relocation_NHDTA

AN
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(b) Neither the decision to transfer a patient nor the decision to not accept a request to
- transfer a patient shall be predicated upon arbitrary, capricious or unreasonable discrimination or
based upon the patient’s inability to pay for services rendered by either facility.

2. COMPANY OBLIGATIONS.

(a)

®)

Upon transfer of a patient to Hospital, Company agrees:

i. That it shall transfer any needed personal effects of the patient, and
information relating to the same, and shall be responsible therefore until signed
for by a representative of Hospital,

ii. Original medical records kept by each of the parties shall remain the property
of that institution; and

iii. That transfer procedures shall be made known to the patient care personnel of
each of the parties.

Company agrees to transmit with each patient at the time of transfer, or in case of

an emergency, as promptly as possible thereafter, an abstract of pertinent medical and other
records necessary to continue the patient’s treatment without interruption and to provide
identifying and other information, to include:

(c)

i.  current medical findings;

ii. diagnosis;

iii. rehabilitation potential;

v, discharge summary;

v. abrief summary of the course of trecatment followed,;
vi. nursing and dietary mformation;

vii. ambulating status; and

viii. admimstrative and pertinent social information.

Company agrees to readmit to its facilities patients who have been transferred to

Hospital for medical care as clinic capacity allows. Hospital agrees to keep the administrator or
designee of Company advised of the condition of the patients that will affect the anticipated date
of transfer back to Company and to provide as much notice of the transfer date as possible.
Company shall assign readmission priority for its patients who have been treated at Hospital and
who are ready to transfer back to Company.

3. BILLING, PAYMENT, AND FEES. Hospital and Company each shall be responsible
for billing the appropriate payor for the services it provides, respectively, hereunder. Neither

Sarah Bush Lincaln Heatth System / DVA Renal Healthcare, inc (Mattoon #3319) New Relocation_NHDTA
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party shall act as guarantor for any charges incurrcd while the patient is a patient in the
respective party’s care.

4. HIPAA. Hospital and Company agree to comply with the provisions of the Health
Insurance Portability and Accountability Act of 1996 ("HIPAA"). Hospital and Company
acknowledge and agree that from time to time, HIPAA may require modification to this
Agrecement for compliance purposes. Hospital and Company further acknowledge and agree to
comply with requests by the other party hereto related to HIPAA.

5. STATUS AS INDEPENDENT CONTRACTORS. The parties acknowledge and agree
that their relationship is solely that of independent contractors. Goveming bodies of Hospital
and Company shall have exclusive control of the policies, management, assets, and affairs of
their respective facilities. Nothing i this Agreement shall be construed as limiting the right of
either to affiliate or contract with any other Hospital or facility on either a limited or general
basis while this Agreement is in effect. Neither party shall use the name of the other in any
promotional or advertising material unless review and approval of the intended use shall be
obtained from the party whose name is to be used and its legal counsel.

6. INSURANCE. Each party shall secure and maintain, or cause to be secured and
maintained during the term of this Agreement, comprehensive general liability, property damage,
and workers compensation insurance in amounts generally acceptable in the industry, and
professional liability insurance providing minimum limits of liability of $1,000,000 per
occurrence and $3,000,000 in aggregate. Each party shall deliver to the other party certificate(s)
of insurance evidencing such insurance coverage upon execution of this Agreement, and
annually thereafter upon the request of the other party. Each party shall provide the other party
with not less than thirty (30) days prior written notice of any change in or cancellation of any of
such insurance policies. Said insurance shall survive the termination of this Agreement.

7. INDEMNIFICATION.

(a) Hospital Indemnity. Hospital hereby agrees to defend, indemnify and hold
harmless Company and its shareholders, affiliates, officers, directors, employees, and agents for,
from and against any claim, loss, liability, cost and expense (including, without limitation, costs
of investigation and reasonable attomey’s fees), directly or indirectly relating to, resulting from
or arising out of any action or failure to act arising out of this Agreement by Hospital and its staff
regardless of whether or not it is caused in part by Company or its officers, directors, agents,
representatives, employees, successors and assigns. This indemnification provision shall not be
effective as to any loss attributable exclusively to the negligence or willful act or omission of
Company.

(b) Company Indemnity. Company hereby agrees to defend, indemnify and hold
harmless Hospital and its shareholders, affiliates, officers, directors, employees, and agents for,
from and against any claim, loss, liability, cost and expense (including, without limitation, costs
of investigation and reasonable attorney’s fees), directly or indirectly relating to, resulting from
or arising out of any action or failure to act arising out of this Agreement by Company and its
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staff regardless of whether or not it is caused in part by or its officers, directors, agents,
representatives, employees, successors and assigns. This indemnification provision shall not be
effective as to any loss attributable exclusively to the negligence or willful act or omission of
Hospital.

{c) Survival. The indemnification obligations of the parties shall continue in full
force and effect notwithstanding the expiration or termination of this Agreement with respect to
any such expenses, costs, damages, claims and liabilities which arise out of or are attributable to
the performance of this Agreement prior to its expiration or termination.

8. DISPUTE RESOLUTION. Any dispute which may arise under this Agreement shall
first be discussed directly with representatives of the departments of the parties that are directly
involved. If the dispute cannot be resolved at this level, it shall be referred to administrative
representatives of the parties for discussion and resolution.

(a) Informal Resolution. Should any dispute between the parties anse under this
Agreement, written notice of such dispute shall be delivered from one party to the other party
and thereafter, the parties, through appropriate representatives, shall first meet and attempt to
resolve the dispute in face-to-face negotiations. This meeting shall occur within thirty (30) days
of the date on which the written notice of such dispute is received by the other party.

(b) Resolution Through Mediation. 1f no resolution is reached through informal
resolution, pursuant to Section 8(a) above, the parties shall, within forty-five (45) days of the
first meeting referred to in Section 8(a) above, attempt to settle the dispute by formal mediation.
If the partics cannot otherwise agree upon a mediator and the place of the mediation within such
forty-five (45) day period, the American Arbitration Association (“AAA”) in the state of lllinois
shall administer the mediation. Such mediation shall occur no later than ninety (90) days after
the dispute arises. All findings of fact and results of such mediation shall be in written form
prepared by such mediator and provided to each party to such mediation. In the event that the
parties are unable to resolve the dispute through formal mediation pursuant to this Section 8(b),
the parties shall be entitled to seek any and all available legal remedies.

9. TERM AND TERMINATION. This Agreement shall be effective for an initial period
of one (1) year from the Effective Date and shall continue in effect indefinitely after such initial
term, except that either party may terminate by giving at least sixty (60) days notice in writing to
the other party of its intention to terminate this Agreement. If this Agreement is terminated for
any reason within one (1) year of the Effective Date of this Agreement, then the parties hereto
shall not enter into a similar agreement with each other for the services covered hereunder before
the first anniversary of the Effective Date. Termination shall be effective at the expiration of the
sixty (60) day notice period. However, if either party shall have its license to operate its facility
revoked by the State or become ineligible as a provider of service under Medicare or Medicaid
laws, this Agreement shall automatically terminate on the date such revocation or ineligibility
becomes effective.

10. AMENDMENT. This Agreement may be modified or amended from time to time by
mutual written agreement of the parties, signed by authorized representatives thereof, and any
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such modification or amendment shall be attached to and become part of this Agreement. No
oral agreement or modification shall be binding unless reduced to writing and signed by both
parties.

11. ENFORCEABILITY/SEVERABILITY. The provisions of this Agreement are
severable. The invalidity or unenforceability of any term or provisions hereto in any jurisdiction
shall in no way affect the validity or enforceability of any other terms or provisions in that
jurisdiction, or of this entire Agreement in any other jurisdiction.

12. EXCLUDED PROVIDER. Each party represents that neither that party nor any entity
owning or controlling that party has ever been excluded from any federal health care program
including the Medicare/Medicaid program or from any state health care program. Each party
further represents that it is eligible for Medicare/Medicaid participation. Each party agrees to
disclose immediately any material federal, state, or local sanctions of any kind, imposed
subsequent to the date of this Agreement, or any investigation which commences subsequent to
the date of this Agreement, that would materially adversely impact Company’s ability to perform
its obligations hereunder.

13.  NOTICES. All notices, requests, and other communications to any party hereto shall be
in writing and shall be addressed to the receiving party’s address set forth below or to any other
address as a party may designate by notice hereunder, and shall either be (a) delivered by hand,
(b sent by recognized overnight courier, or (¢} by certified mail, return receipt requested,
postage prepaid.

If to Hospital: Sarah Bush Lincoln Health System
C/o: Sarah Bush Lincoln Health Center
1000 Health Center Drive
Mattoon, Illinois 61938
Attention: Dennis Pluard, VP of Operations

If to Company: Mattoon Dialysis
C/o: DaVita Inc.
6051 Development Drive
Charleston, Illinois 61920
Attention: Facility Administrator

With copies to: DVA Renal Healthcare, Inc.
C/o: TRC Children’s Dialysis Center
2611 N. Halsted Street
Chicago, Illinois 60614
Attention: Group General Counsel

DaVita Inc.

601 Hawaii Street

El Segundo, California 90245
Attention: General Counsel
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All notices, requests, and other communication hereunder shall be deemed effective (a) if
by hand, at the time of the delivery thereof to the receiving party at the address of such party set
forth above, (b) if sent by overnight courier, on the next business day following the day such
notice is delivered to the courier service, or (c) if sent by certified mail, five (5) business days
following the day such matling is made.

14. ASSIGNMENT. This Agreement shall not be assigned in whole or in part by either
party hereto without the express written consent of the other party, except that Company may
assign this Agreement to one of its affiliates or subsidiaries without the consent of Hospital.

15. COUNTERPARTS. This Agreement may be executed simultaneously in one or more
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument. Copies of signatures sent by facsimile shall be deemed to be
originals.

16. NON-DISCRIMINATION. All services provided by Hospital hereunder shall be m
compliance with all federal and statc laws prohibiting discrimination on the basis of race, color
religion, sex national origin, handicap, or veleran status.

17. WAIVER. The failure of any party to insist in any one or more instances upon
performance of any terms or conditions of this Agreement shall not be construed as a waiver of
future performance of any such term, covenant, or condition, and the obligations of such party
with respect thereto shall continue in full force and effect.

18. GOVERNING LAW. The laws of the state of Illinois shall govern this Agreement.

19. HEADINGS. The headings appearing in this Agreement are for convenience and
reference only, and are not intended to, and shall not, define or limit the scope of the provisions
to which they relate.

20. ENTIRE AGREEMENT. This Agreement constitutes the entirc agreement between the
parties with respect to the subject matter hereof and supersedes any and all other agreements,
either oral or written, between the parties (including, without limitation, any prior agreement
between Hospital and Company or any of its subsidiaries or affiliates) with respect to the subject
matter hereof.

21. APPROVAL BY DAVITA INC. (“DAVITA™ AS TO FORM. The parties
acknowledge and agree that this Agreement shall take effect and be legally binding upon the
parties only upon full exccution hereof by the parties and upon approval by DaVita Inc. as to the
forin hereof.

[SIGNATURES APPEAR ON THE FOLLOWING PAGE.}
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IN WITNESS WHEREOF, the partics hereto have executed this Agreement the day and
year first above written.

Hospital:

Sarah Bush Lincoln Heaith System

MName: Gary Bamett

Its: President

Sarah Bush Lincoln Health System / DVA Renal Healtheare, Inc (Matioon #3319) New Redocation_NHDTA

Company;

DVA Renal Healthcare, Inc.

By:‘hﬂf}\c;:a) o

Name: Marcia Sorrill

Its: Regional Operations Director

APPROVED AS TO FORM ONLY:

By.

Name: Steven E. Lieb

Its:  Group General Counsel
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% Casa Nueva
D 1551 Wewatta Street
a l a Denver, CO 80202-6173
® Tel: 303-405-2100

www.davila.com

December 17, 2010

Dale Galassie

Chair

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Illinois 62761

Re: In-Center Hemodialysis Assurances

Dear Chairman Galassie:

Pursuant to 77 11l. Admin. Code § 1110.1430()), I hereby certify the following:

e By the second year after project completion, Davita Mattoon will achieve and
maintain 80% target utilization as specified in 77 Ill. Admin. Code; and

o Hemodialysis outcome measures will be achieved and maintained as follows:

e > 85% of hemodialysis patient population achieves urea reduction ratio (URR) 2
65% and
e > 85% of hemodialysis patient population achieves Kt/V Daugirdas II .1.2

Sincerely,
/thf %

Kent, J. Thiry

Chief Executive Officer
DaVita, Inc.

DVA Renal Healthcare, Inc.

Subscribed and sworn to me

This| T day of Decemben , 2010

Naro, R Wotley

Notary Publicl/ ()

§ OFFICIAL SEAL" |
¢ Tara L Motle

Notary Public, State of llinois |
§ My Commission Explres €/11/2013

\22 Attachment — 253 €
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Section VIil, Financial Feasibility
Criterion 1120.120 Availability of Funds

The project will be funded with $1,298,474 in cash and securities from DaVita, Inc. and a lease with
Agracel, Inc. for $809,224. A copy of DaVita’s 2009 10-K Statement, evidencing sufficient funds to
finance the project as well as a letter of intent to lease the facility is attached at Attachments — 39A and

398.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

For the Fiscal Year Ended

December 31, 2009

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Commission File Number: 1-14106

DAVITA INC.

601 Hawaii Street
El Segundo, California 90245
Telephone namber (310) 536-2400

Delaware 51-0354549
{State of neorporaticn) (LRS. Employer
Identification No.)

Securities registered pursnant to Section 12(b) of the Act:

Class of Security: Registered on:
Common Stock, $0.001 par value New York Stock Exchange
Common Stock Purchase Rights New York Stock Exchange

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securitics Act.  Yes @ No 13
Indicate by cheek mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act. Yes O No &

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months {or for such shorter period that the registrant was required to file such reports) and (2} has been subject to such filing
requirements for the past 90 days. Yes Xl No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein and will not be contained, to the
best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part I of this Form 10-K or any amendment to this
Fom 10-K. O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required
to be submitied and posted pursuant to Rule 405 of Regulation S-T (§232.405 ol this chapter) during the preceding 12 months {or for such shorter period that the
registrant was required to submit and post such files). Yes B8 No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See
the definitions of “large accelernted filer,” “accelerated filer” and “smatler reporting company™ in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer B Accclerated filer O Non-accelerated filer O Smailer reporting company O
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No @

As of June 30, 2009, the number of shares of the Registrant’s common stock outstanding was approximately 104.0 million shares and the aggregate market
value of the common stock outstanding held by non-affiliates based upon the closing price of these shares on the New York Stock Exchange was approximatcly
$5.1 billion,

As of January 29, 2010, the number of shares of the Registrant's common stock outstanding was approximately 103.2 million shares and the aggregate
market value of the common stock oulstanding held by non-affiliates bascd upon the closing price of these shares on the New York Stock Exchange was
approximately $6.2 biliion.

Docoments incorporated by reference
Portions of the Registrant’s proxy statement for its 2010 annval meeting of stockholders are incorporated by reference in Part 111 of this Form 10-X.

Source: DAVITA INC, 10-K, February 25, 2010 Powered by i-“.an.:ingsla;""Ds::umr:m Reseaich™
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PART I

ltem 1. Business

We were incorporated as a Delaware corporation in 1994, Our annual report on Form 10-K, guarterly reports on Form 10-(, current reports on Form
8-K and amendments to those reporis filed or furnished pursuant to section 13{a) or 15(d) of the Exchange Act are made available free of charge through our
website, located at hitp:/www davita.com, as soon as reasonably practicable after the reporis are filed with or furnished 1o the Securities and Exchange
Commission, or SEC. The SEC olso mainiains a website at hip:/fwww sec goy where these reports and other information about us can be obtained. The contents
of our website are not incorporated by reference into this reporl.

Overview

DaVita is a leading provider of dialysis services in the United States for patients suffering from chronic kidney failure, also known as end stege renal
disease, or ESRD, As of December 31, 2009, we operated or provided administrative services to 1,530 outpatient dialysis centers located in 43 states and the
District of Columbia, serving approximatcly 118,000 patients. We also provide acute inpatient dialysis services in approximately 720 hospitals and related
laboratory services. Qur dialysis and related lab services business accounts for approximately 95% of our consolidated net operating revenues. Other ancillary
services and strategic initiatives currently account for approximately 5% of our consolidated net operating revenues and relate primarily to our core business of
providing renal care services.

The dialysis industry

The toss of kidney function is normally irreversible. ESRD is the stage of advanced kidney impairment that requires continued dialysis treatments or a
kidncy transplant to sustain life. Dialysis is the removal of toxins, fluids and salt from the blood of ESRD patients by anificial means. Patients suffering from
ESRD generally require dialysis at least three times per week for the rest of their lives.

Since 1972, the federal government has provided universal payment coverage for dialysis treatments under the Medicare ESRD program regardless of age
or financial circumstances. Under this system, Congress establishes Medicare rates for dialysis rcatments, related supplies, lab tests and medications.
Approximately 88% of our total pal:cnts are under government-based programs, with approximately 80% of our patients under Medicare and Medicare-assigned
plans,

ESRD patient base

There are more than 358,000 ESRD dialysis patients in the United States according to the latest information published by the United States Renal Data
System. The recent historical compound annual growth rate in the number of ESRD dialysis patients has been approximately 3%-4%. The growth rate is
antributable 1o the aging of the population, increased incidence rates for diseases that cause kidney failure such as diabetes and hypertension, lower mortality raies
for dialysis patients and growth rates of minority populations with higher than average incidence rates of ESRD,

Treatment options for ESRD
Treatment options for ESRD are dialysis and kidney transplantation,

Dialysis Options

*  Hemodialysis

Hemodialysis, the most common form of ESRD treatment, is usually performed in outpatient dialysis centers. It may also be dene while a patient is at
home or while hospitalized. The hemodiatysis machine uscs an artificial kidney, called a dialyzer, to remove toxins, fluids and salt from the patient’s blood. The
dialysis process
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occurs across a semi-permeable membrane that divides the dialyzer into two distinct chambers. While blood is circulated through one chamber, a pre-mixed fluid
is circulated through the other chamber. The toxins, salt and excess fluids from the blood cross thc membrane into the fluid, allowing cleansed blood to return
into the patient’s body, Each hemodialysis treatment that occurs in the outpatient dialysis centers typically lasis approximately three and ane-half hours and is
usually performed thrce times per week.

Some ESRD patients may perform home-based hemodialysis in their home or residence through the use of a hemodialysis machine designed for home
therapy that is portable, smaller and casier to use. Patients receive raining, support and monitoring from registered nurses, in some cases in our outpatient
dialysis centcrs, in connection with treatments. Home-based hemedialysis is typically performed with greater frequency than dialysis treatments performed in
outpatient dialysis centers and on varying schedules.

Hospital inpatient hemodialysis services are required for patients with acute kidney failure resulting from trauma, patients in early stages of ESRD, and
ESRD patients who require hospitalization for other reasons. Hospital inpatient hemodialysis is generally performed at the patient’s bedside of in a dedicated
treatment room in the hospital, as needed.

+  Peritoneal dialysis

Peritoneal dialysis uses the patient’s peritoneal, or abdominal, cavity to climinate fluid and toxins. The most common methods of peritoneal dialysis are
continuous ambulatory peritoneal dialysis, or CAPD, and continuous cycling peritoneal dialysis, or CCPD. A patient generally performs peritoneal dialysis at
home. Because it docs not involve going to an oulpatient dialysis ccnter three times a week for trearment, peritoneal dialysis is an alternative to hemodialysis for
patients who desire more freedom and flexibility in theit lifcstyle. However, peritoneal diatysis is not a suitable method of treatment for many patients, including
patients who are unable to perform the necessary procedures and those at greater risk of peritoncal infection,

CAPD introduces dialysis solution into the patient’s peritoneal cavity through a surgically placed catheter. Toxins in the bieod continuously cross the
peritoneal membrane into the dialysis solution. After scveral hours, the patient drains the used dialysis solution and replaces it with fresh solution. This procedure
i5 usually repeated four times per day.

CCPD is performed in a manner similar to CAPD, but uscs a mechanical device to cycle dialysis solution through the patient’s peritoneal cavity whilc the
patient is sleeping or at rest.

« Transplantation

Although transplantation, when successful, is generally the most desirable form of therapeutic intervention, the shortage of suilable denors, side effects of
immunosuppressive pharmeceuticals given fo transplant recipients and dangers associated with transplant surgery for some patient populations timit the use of
this (reatment option.

Services we provide
Dialysis and Related Lab Services
Quipatient dialysis services

As of December 31, 2009, we opcrated or provided administrative services to 1,530 outpatient dialysis centers in the United States that arc designed
specifically for outpatient hemodialysis. In 2009, we added a net total of 81 outpaticnt dialysis centers primarily as a result of acquisitions and the opening of
new cenlers, net of center closures and divestitures. This represented a total increase of approximately 6% 1o our overall network of outpatient dialysis centers.

As required by law, we contract with a nephrologist or a group of affiliated nephrologists to provide medical director services at each of our centers, In
addition, other nephrologists may apply for practice privileges to treat
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their patients ot our centers. Each center has an administrator, typically a registered nurse, who supervises the day-to-day operations of the center and its staff.
The stafl of each cenler typically cansists of registered nurses, licensed practical or vocational nurses, paticnt care technicians, a secial worker, a registered
dietician, biomedical technician support and other administrative and support personnel.

Many of our outpatient dialysis centers offer services for dialysis patients who prefer and are able to receive either hemodialysis treatments in their homes
or peritoneal dialysis. Home-based dialysis services consist of providing cquipment and supplies, training, patient monitoring, on-call support services and
follow-up assistance. Repistered nurses train patients and their families or other caregivers to perform either hemodialysis at home or penitoneal dialysis.

Under Medicare regulations, we cannot promote, develop or maintain any kind of contractual relationship with our patients which would directly or
indirecdy obligate a patient to use or continue to use our dialysis services, or which would give us any preferential righis other than those related 1o collecting
payments for our services. Our 1otal paticnt tumover averages approximately 30% per year. However, in 2009 the overafl number of paticnts that we treated
increased by approximately 6%, primarily from continued growth within the industry, lower mortality rates and the opehing of new centers and acquisitions.

Hospital inpatient dialysis services
We provide hospital inpaticnt hemodialysis services, excluding physician services, to paticats in approximately 720 hospitals. We render these services for
a contracted per-treatment fee that is individually negotiated with each hospilal. When a hospital requesis our services, we typically administer the dialysis
treatment at the patient’s bedside or in a dedicated treatment room in the hospital, as needed. Hospital inpatient hemodialysis services are required for patients as
discussed ahove. In 2009, hospital inpatient hemodialysis services accounted for approximately 5% of our total diatysis treatments.

ESRD iaboratory services
We own two scparately incorporated, licensed, clinicat laboratories, both localed in Florida, specializing in ESRD patient testing. These specialized
laboratories provide routine laboratory tests primarity covered by the Medicare composite payment rate for dialysis and other physician-prescribed laboratory
tests for ESRD paticnts. Our faboratories provide thesc tests predominantly for our network of ESRD patients throughout the United States. These tesis are
performed to monitor a patient’s ESRD condition, including the adequacy of dialysis, as well as other diseascs a patient may have. Our laboratorics utilize
information systems which provide information to our dialysis centers regarding critical outcome indicators.

Mnagement services

We currently operate or provide management and administrative services to 32 outpatient dialysis centers that are either wholly-owned by third parties or
centers in which we own an equity investment, under management and administrative services agreements. Management fees are established by contract and are
recognized as camned typically based on e percentage of revenues or cash collections generated by the centers.

Ancillary services and strategic initiatives

Ancillary services and strategic initiatives, which currently account for approximately 5% of our total consolidated net operating revenucs, consist of the
following;

* Pharmacy services. DaVita Rx is a phannacy that provides oral medications to DaVila’s patients with ESRD. The main objectives of the pharmacy
are ta improve clinical cutcomes by facilitating increased patient compliance and to provide our patients a convenient way to fill their prescription
needs. Revenues are recognized as prescriptions are filled and shipped to patients,
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* Infusion therapy services. HomeChoice Parters provides personalized infusion therapy services to patients typically in their own homes as a
cost-effective alternative to inpaticnt hospitalization, Intravenous and nutritional support therapies are typically managed by registered and/or
board-certificd professionals including pharmacists, nurses and dieticians in coltaboration with the patient’s physician in support of the patient’s
ongoing healthcare needs. Revenues are recognized in the period when infusion therapy services are provided.

* Disease management services.  VillageHealth provides advanced care management services to health plans and government agencics for
employees/members diagnosed with Chronic Kidney Disease (CKD) or ESRD. Through a combination of clinical coordination, medical claims
analysis end information technology, we endeavor to assist our customers and paticnts in obtzining superior renal health care end improved clinical
oulcomes, as well as helping to reduce overall medical costs. Revenues are typieally bascd upon an established contract fec and are recognized as
carned over the contract period and can include additional fecs for cost savings recognized by certain customers. VillageHealth also provided full
service health care plans for ESRD paticnts during 2009 and 2008. As of December 31, 2009, VillageHeakth discontinued providing full service health
care plans for ESRD patients,

+ Vascular access services.  Liftline provides management and administrative services to physician-owned vascular access clinics that provide surgical
and interventional radiology services for dialysis patients. Lifeline also is the majority-owner of one vascular access clinic. Managemcent fees generated
from providing management and administrative services are recognized as eamed typically based on a percentage of revenues or cash collections
gencrated by the clinics. Revenues associated with the vascular access clinic that is majority-owned are recognized in the period when physician
services are provided,

* ESRD clinical research programs. DaVita Clinical Research conducts research trials principally with dialysis patients and provides administrative
support for research conducled by DaVitz-affiliated nephrology practices. Revenues arc based upon an established fee per study, as determined by
contract with drug companies and other sponsors and are recognized as eamed according to the coniract terms.

*+  Physician services. DaVita Nephrology Pariners offers practice management and administrative services to physicians who specialize in nephrology
under management and administrative services agrecments. Practice management and administrative services typically includc operations management
IT suppon, billing and collections, credentialing and coding, and other support functions. Management fees generated from providing practice
‘ management and admimstrative services to physician practices are recognized as eamed typically based upon cash collections generated by the

»

practices.

Quality care

We believe our reputation for providing quality care is a key factor in attraciing patienis and physicians and in securing contracts with henlthcare plans.
Wc engage in organized and systematic efforts through our quality management programs to monitar and improve the quality of services we deliver. These
efforts include the development and implementation of patient care policies and procedures, clinical education and training programs, education and mentoring
related to our clinical guidelines and protocols and audits of the quality of services rendered at cach of our centers.

We employ over 160 clinical service specialists. The primary focus of this group is assuring and facilitating processes that aim to achieve superior clinical
outcomes at our facilities, Qur physician leadership in the Office of the Chief Medical Officer (OCMO) includes five senior nephrologists, led by our Chief
Medical Officer, with u variety of acedemic, clinical practice, and clinical rescerch backgrounds. Qur Physician Council is an advisory body to senior
management, composed of seven physicians with cxiensive experience in clinical practice in addition to the members of OCMO and five Group Mcdical
Directors. The Physician Councit and Group Medical Directors represent both private and academic centers. The Physician Council provides strategic input
regarding the outcomes of current clinical programs and on new programs that should be considered for development.
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Sources of revenne—concentrations and risks

Our dialysis and related lab services business revenues represent 5% of our total consolidated net operating revenues with the balance of our revenues
from ancillary scrvices and strategic initiatives, Dialysis and related tab services revenues are derived from providing dialysis treatments, the administration of
pharmaceuticals, related laboratory services and management fees generated from providing management and administrative services to certain outpatient
dialysis centers.

The sources of our dialysis and related lab services revenues are principally from government-based programs, including Medicare and Medicarc-assigned
plans, Medicaid and Medicaid-assigned plans and commercial insurance plans.

The following table summarizes our dialysis and related lab services revenues by source for the year ended December 31, 2009:

Revenve
percentapes
Medicare and Medicarc-assigned plans . [ ] - «.57%]
Medicaid and Medicaid-assipned plans i i 6%
Other government-based programs . .~ . - - ] 1 T T k]
Total govemment-based programs 65%
Commercial (including hospital inpatient dialysis services) o [ i35
Total dialysis and related 1ab services revenues 100%
The following lable summarizes our dialysis and related lab services revenues by modality for the year ended December 31, 2009:
Revenue
ptrcentages
Putpatient hemodialysis centers .~ .. . . . T e
Peritoncal dialysis and home-based hemodialysis 11%
[Hospital inpatient hemodiatysis : - o i ] 1 5% |
Total dialysis and related lab services revenues 100%

Medicare revenue

Undcr the Medicare ESRD program, payment rates for dialysis are established by Congress. The Medicare composite rate currently set by CMS, pays
dizlysis providers for services provided to Medicare beneficiaries under two methods: (1) the compositc payment which includes a base payment, adjusted for
case-mix which links payments more closely with illness severity and regional geography diffcrences, and a drug add-on payment, which is updated annually to
account for changes in drug prices and utilization and (2) separately billable drug reimbursement. Thus, dialysis providers receive a composite payment rate per
treatment to cover routinc dialysis services, certain pharmaceuticals, routine lab work, and other supplies, as well as 2 separate payment for pharmaceuticals,
which include Epogcno, or EPO (a phanmaceutical used to treat anemia, a commen complication associated with ESRD), vitamin D analogs and iron
supplements that arc not included in the composite payment rate. Pharmaceuticals are generally paid at average sale price, or ASP, plus 6% based upon prices set
by Medicare. The Medicare payment rates that arc paid to us, including payments for separately billable drugs, are not sufficient to cover our average cost of
providing a dialysis treatment.

ESRD patients receiving dialysis services become eligible for primary Medicare coverage at various fimes, depending on their age or disability stotus, as
well as whether they are covered by an employer group health plan,
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Generally, for a patient not covercd by an cmployer group health plan, Medicare becomes the primary payor either immediately or after a three-month waiting
period. For a patient covered by an employer group health plan, Medicare gencrally becomes the primary payor afier 33 months, which includes a three month
waiting period, or carlier if the patient’s employer group health plan coverage icrminates. When Medicare becomes the primary payor, the payment rate we
receive for that paticnt shifls from the commercial insurance plan rate to the Medicare payment rate.

For each covered treatment, Medicare pays 80% of the amount set by the Medicare system. The patient is responsible for the remaining 20%. In most
cases, a secondary payor, such as Medicare supplemental insurance, a state Medicaid program or a commercial health plan, covers all or part of these balances.
Some patients, who do not qualify for Medicaid but otherwise cannot afford secondary insurance, can apply for premium payment assistance from charitable
organizations through a program offered by the American Kidney Fund. We and other dialysis providers support the American Kidney Fund and similar
programs through voluntary contribulions. If a patient does not have secondary insurance coverage, we are generally unsuccessful in our efforts to collect from
the patient the 20% portion of the ESRD composite rate that Medicare does not pay. However, we are able to recover some portion of this outstanding balance
from Medicare through an established cost reporting process by filing a Medicare bad debt claim for each center for which Medicare treatments are not profitable
according to the center’s Medicare cost report.

The Medicare composite payment rates sct by Congress for diolysis treatments that were in cffect for 2009 were between $150 end $167 per treatment,
with an average rate of $159 per treatment. Medicare payment rates for dialysis services, historically, have not been routinely increased to compensate for the
impact of inflation, which negatively impacts our margins as patient care cosls continue to rise. In July 2008, the Medicare Improvements for Paticnts and
Providers Act for 2008, or MIPPA, was passed by Congress. The legislation provided for an increase in the composite rate of 1% which went into effect on
January 1, 2009 and an additional 1% which went into ¢ffect on January 1, 2010. MIPPA also introduced a new payment system for dialysis services whiceh in
part provides for a new single bundled payment rate which, as currently proposed, would be adjusted annually for inflation based upon a market basket index,
less 1% of such index, beginning in 2012.

The new payment system for dialysis services under MIPPA begins in January 2011 and provides that ESRD payments will be made under a bundled
payment rete which will provide for a fixcd rate for all goods and services provided during the dialysis weatment. On September 15, 2009, the Centers for
Medicare gnd Medicaid Services, or CMS, rcleased the proposed rule regarding the new bundled payment rate system. The initial 2011 bundled rate is required
to he set based on a 2% reduction in the payment rate that providers would have received under the historical fee for service payment methodology and based on
the lowest average industry pharmaceutical utilization from 2007 to 2009. Among other things, the proposcd rule requires dialysis facilitics to provide certain
oral medications but does not provide funding sufficient to cover our costs for those medications. In addition, all laboratory tests ordered by nephrologists would
be included in the bundle, whether or not the laboratory tests are related to the ESRD treatment, without funding sufficient to cover our costs for those tests. The
proposed rate also includes an expanded list of case-mix adjustors, many of which may be difficult or impossibte for dialysis clinics to track, consequently
reducing the payment rate for ESRD wreatments. The proposed rule also introduced a transition adjustment that would reduce payments to providers by 3%, The
combined effect of the adjustments provided in the proposed rule would result in a bundled rate that represents a significantly greater than 2% reduction in the
payment rate that we would have received for our services prior to bundling. Also, beginning in 2012, the proposed rule provides that 2% of payments due to
providers will be set aside subject to provider satisfaction of certain quality standards. A failure to achieve the required quality siandards will result in the
forfeiture of the 2% reserve. Dialysis providers have the option to move fully to the bundled payment sysiem in 2011 or to phase in the payment system over
three years. I the new bundled payment mte system is implemented as proposed, it could have a material adverse effect on our revenues, earnings and cash
flows.
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We participate in two Medicare demonstration programs through a contract with CMS. One program is an ESRID demonstration program that started in
January 2006. It was originally contracted for a four ycar tenm and the term was extended by one year in 2009 until December 2010, The revenue is capitated for
all medical services required by enrollees in the program. We are at risk for all medical costs of the program in excess of the capitation payments. The other
program is 1 CKD/ESRD demensization program which started in November 2008 and will continue for three years. We are paid 8 manogement fee for program
cnrollecs relating to CKD and ESRD disease states. Management fee revenues are subject to retraction if medical cost savings largets are not met.

Medicaid revenve

Medicaid programs are state-zdministered programs partially funded by the federal government. These programs are intended to provide health coverage
for paticnts whose income and assets fall betow state-defined levels and who are otherwise uninsured. These programs also serve as supplemental insurance
programs for co-insurance payments due from Medicaid-eligible patients with primary coverage under Medicare. Some Medicaid programs also pay for
additional services, including some oral medications that are not covered by Medicare. We are an authorized Medicaid provider in the states in which we conduct
our business.

Commercial revenues

Before Medicare becomes the primary payor, a paticnt’s commercial insurence plan, if any, is responsible for payment of the dialysis scrvices provided.
Although commercial payment rates vary significantly, average commercial payment rates are generslly significanily higher than Medicare rates. The payments
we receive from commercial payors generate nearly all of our profits. Payment methods from commercial payors include a single lump-sum per treatment,
referred to as bundled rates and separatc payments for treatments and pharmaceuticals, if used as part of the treatment, referred to as fee for service ratcs,
Commercial payment rates are typically the result of ncgotiations between us and insurers or third-party administrators, but also include non-contracted or
out-of-nefwork payment rates as well. Our out-of-network payment rates are on average higher than in-network payment rates. We are continuously in the
precess of negotiating agrecements with qur commercial payors and if our negotiations result in overall commercial rate reductions in excess of our commercial
rate increases, our revenues and operating results could be negatively impaeted. In addition, if there are sustained or increascd job losses in the United States as a
result of current economic conditions, or depending upon changes to the healthcarc regulatory system, we could experience a decrease in the number of patients
under commercial plans.

Approximately 35% of our dialysis and related [ab services revenues and 12% of our patients were associated with commercial payors for the year ended
December 31, 2009. Less than 1% of our dialysis and rclated tab services payments are due directly from patients. No single commercial payor accounted for
more than 5% of total dialysis and related lab services revenues for the year ended December 31, 2009.

Revenue from EPO and other pharmaceuticals

Approximately 30% of our total dialysis and related lab services revenues for the year ended December 31, 2009 are asseciated with the administration of
physician-prescribed pharmaceuticals that improve clinical outcomes when included with the dialysis treatment. These pharmaceuticals include EPO, vitamin D
analogs and iron supplements,

EPO is an erythropoiesis stimulating agent, or ESA, genctically engincercd form of a naturaily occurring protein that stimulates the production of red
blood cells. EPO is used in connection with ali forms of dialysis to trcat anemia, a medical complication most ESRD patients experience. The administration of
EPQ, which is currently separately billable under the Medicare payment program until January 1, 2011, at which time it will be included as part of the new
bundled payment rate, accounted [or-approximately 20% of our dialysis and related lab services revenues for the year ended December 31, 2009. Changes in the
levels of physician-prescribed EPO and commercial and govemment payment rates relaied to EPO can significantly influcnce our revenucs and operating
income,
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Furthermare, EPQ is produced by a single manufacturer, Amgen, which can unilaterally increase its price for EPQ al any time during the term of our
agreement with them. Any interruption of supply or product cost increases could adversely affect our operations. In 2009, we experienced an increase in the cost
of EPQ of approximately 2%. Our agreement with Amgen also provides for specific rebates based on a combination of factors, including process improvemnent
and data submission.

In the past there has been significant govermment scratiny regarding anemia menagement practices for ESRD patients in the United States, initially
prompted by risks identified in certain patient populations that utilize EPO and similar pharmaceuticals, Following congressionat hearings, the FDA required
wamning Jabels for EPO and Aranesp®, an ESA also produced by Amgen, and CMS changed EPO reimbursement amounts and payment coverage policies which
impacted the prescribing habits of our physicians and which has in the past and may in the future result in lower pharmaceutical intensitics. The FDA held
additional hearings 10 revisit these label changes as they apply to ESRD and has indicated that they will convene in 2010 to further review ESA labeling, in
addition, HHS and CMS have given notice that a meeting of the Medicare Evidence Development & Coverage Advisory Commitiee, or MedCAC, will be
convened on March 24, 2010 to review policies around the administration of ESAs, including, among other things, an evaluation of the efficacy of certain
hemoglobin 1argets in CKID patients. These meetings could result in further restrictions on the utilization and reimburscment for ESAs which could result in
decreased EPO utilization. Practice guidelines may continue to change as anemia management practices arc scrutinized. Even though we believe our anemia
management praciices have been compliant with existing laws and rcgu]auons, we may be subject to further inquiries from a variety of govermment badies as
these payment policics and practicing guidclines cvolve.

Physician relationships

An ESRD paticnt generally secks treatment at an outpatient dialysis center near his or her homc and at which his or her treating ncph.mloglsl has practice
privileges. Our refationships with 1ocal nephrologists and our ability to meet their needs and the needs of their patients are key factors in the suecess of our
outpatient dialysis centers, Over 3,400 nephrologists currenily refer patients to our dialysis centers. As is typical in the dialysis industry, one or a few physicians
including the dinlysis center’s medical director, usually account for all or a significant portion of a dialysis center’s patient referral base. Qur medical dircctors
provide r substantial portion of our patient referrals. 1f a significant number of physicians were to eease referring patients to our dialysis centers, our business
could be adverscly affected.

Participation in the Medicare ESRD program requires that dialysis services at an outpatient dialysis eentcr be under the general supervision of a medical
director who is a licensed physician. We have engaged physicians or groups of physicians to serve as medical directors for each of our dialysis eenters, At some
dialysis centers, we also separately contract wilh one or more physicians to serve as assistant or associate medical directors or to direct specific programs, such as
home dialysis training programs. We have contracts with approximatety 1,300 individual physicians and physician groups to provide medical director services.

Medical directors enter into written contracts with us that specify their duties and fix their compensation generally for periods of ten years, The
compensation of our medical directors is the result of arm’s length negotiations and generally depends upon an analysis of various factors such as the physician’s
duties, responsibilities, professional qualifications and experience, among others.
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Cur medical director contracts generally include covenants not to compete. Also, when we acquire a dielysis center from one or more physicians or where
one or more physicians own minority interests in our dialysis centers, these physicians have agreed 1o refrain from owning interests in other competing centers
within a defined geographic area for various time periods. These agreements not to compete restrict the physicians from owning or providing medical director
services 10 other dialysis centers, but do not prohibit the physicians from referring patients to any dialysis center, including competing centers. Many of these
agreements hot to compete continue for a period of time beyond expiration of the corresponding medical direcior agreements, although some expire at the same
time as the medical director agreement. Occasionally, we expericnce compelition from a new dialysis center established by a former medical director following
the termination of his or her relationship with vs.

Government regulation

Our dialysis operations are subject 1o extensive federal, state and local governmental regulations. These regulations require us to mect various standards
relating to, among other things, gavemment payment programs, dialysis facilities and equipment, manngement of centers, personnel qualifications, maintenance
of proper records and quality assurance programs and paticat care.

Because we are subject to a number of governmental regulations, our business could be adversely impacted by:

» Loss or suspension of federal centifications;
* Loss or suspension of licenses under the laws of any state or governmental authority from whieh we generate substantial revenues;
+ Exclusion from government healthcare programs ineluding Medicare and Medicaid;

+ Significant reductions or lack of inflation-adjusted increases in payment rates or reduction of coverage for dialysis and anciflary services and related
pharmaccuticals;

= Fines, damages and monctary penalties for anti-kickback law violations, Stark Law violations, submission of felse claims, civil or criminal liability
based on violations of law or other failures to meet regulatory requirements;

» Claims for monetary damages from patients who believe their protected health information has been used or disclosed in violation of federal and state
patient privacy laws;

*  Govemment mandated practice changes that significanily increase operating expenses; or

+ Refunds of paymenis reccived from government payors and government health care program beneficiaries because of any failures to meet applicable
requirements.

We expect that our industry will continue 0 be subject to substantial regulation, the scope and effect of which are difficult to predict. Qur ectivities could
be reviewed or challenged by regulatory authoritics at any time in the future. This regulation and scrutiny could materially adversely impact us.
Licensure and Certification

Our dialysis centers are certified by CMS, as is required for the receipt of Medicarc payments. in some states, our dialysis eenters also are required to
secure additional state licenses and permits. Governmental authoritics, primarily state departments of health, periodically inspect our centers to determine if we
satisfy applicable federal and siate standards and requircments, including the conditions of participation in the Medicare ESRD program.

To date, we have not expericnced significant diffieulty in maintaining our licenses or our Medicare and Medicaid authorizations. However, we have
experienced delays in obiaining ccrtifications from CMS,

CMS continues to study the regulations applicable to Medicare centification to provide dialysis services. On April 15, 2008, CMS issued new regulations
for Medicare certified ESRD facilities 10 provide dialysis services, referred to as Conditions for Coverage. The Conditions for Coverage were effective
October 14, 2008, with some
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provisions having a phased in implementation date of February 1, 2009. The new regulations are patient, quality and outcomes focused. Among other things, they
establish performance expectations for facilitics and stafl, climinate certain procedural requirements, and promote continuous quality improvement and paticnt
safcty measures. We have established an interdisciplinary work group to facilitate implementation of the Conditions of Coverage and have developed
comprehensive auditing processes (o menitor engoing compliance. We continue 1o assess the impact these changes will have on our operating results.

Federal anti-kickback statute
The “anti-kickback” statute contained in the Social Security Act imposes criminal and civil sanctions on persons who receive, make, offer or solicit
paymenis in return for:

+ The referral of a Mcdicare or Medicaid patient for treatment;

+ " The ordering or purchasing of items or services that are paid for in whole or in part by Medicare, Medicaid or similar federal and state programs; or

« Arranging for or recommending the ordering or purchasing of such items.

Federal criminal penaltics for the violation of the anti-kickback statute include imprisonment, fines and exclusion of the provider from future participation
in the Medicarc and Medicaid programs. Violations of the anti-kickback statute arc punishable by imprisonment for up to five years and fines of up to $250,000
or both. Larger fincs can be imposed upon corporations under the provisions of the U.S. Sentencing Guidelines and thc Altemnate Fines Statute, Individuals and
entities convicted of violating the anti-kickback statute arc subject to mandatory exclusion fram participation in Medicare, Medicaid and other federal healthcere
programs for a minimum of five years. Civil penalties for violation of this Jaw include up 1o $50,000 in monetary penaltics per violation, repayments of up 1o
three times the total payments between the parties and suspension from future participation in Medicare and Medicaid. Court decisions have also held that the
stotute is violated whenever ane of the purposes of remuneration is to induce referrals.

The Department of Health and Human Services rcgulations ¢reate exceptions or “sefe harbors” for some business transactions and arrangements,
Transactions and arrangements structurcd within these safc harbors are deemed 1o not violate Lhe anti-kickback statute. A business transaction or arrangement
must satisfy every element of a safe harbor to be protected by that safe harbor. Transactions and arrangements that do not satisfy alf clements of a relevant safe
harbor do not necessarily violate the statute, but can be subject to greater scrutiny by enforcement agencics.

Our medical directors refer patients to our centers and these arrangements, by which we pay them for their medical director services, must be in
compliance with the federal anti-kickback statute. Among the available safe harbors is one for personal services furnished for fair market value. However, most
of our agreements with our medical dircctors do not satisfy all seven of the requirements of the personal services safe harbor. We belicve that because of the
nature of our medical directors’ duties, it is impossible to satisfy the anti-kickback safe-harbor requirement that if the services provided under the agreement are
on a part-time basis, as they are with our medical directors, the agreement must specify the schedule of intervals of service, their precisc length and the exact
charge for such intervals. Accosdingly, while we belicve that our agreements with our medical directors satisfy as many of the elements of this safe harbor as we
believe is reasonably possible, our arrangements do not qualify for safe harbor protection. We also note that there is little guidance availeble as 1o what
constitutes fair market value for medical director services. We believe, however, that our agreements do not violate the federal anti-kickback statute; however,
since the arrangements do not satisfy all of the requirements for safc harbor protection, these arrangements coutd be challenged. :

We own a controfling interest in numerous dialysis related joint ventures, which represented approximately 16% of our dialysis and related Jab services
revenncs. In addition, we also own equity investments in several other dialysis related joint ventures. Our relationships with physicians and other referral sources
redating 1o thesc joint venturcs are required to comply with the anti-kickback statute. Although there is a safe harbor for certain
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investment intcrests in “small entities,” it is not clear if any of our joint ventures satisfies all of the requirements for protection by this safe hatbor. Under current
law, physician joint ventures are not prohibited but instead require a case-by-case evaluation under the anti-kickback statutc. We have structured our joint
ventures to satisfy as many safe harbor requirements as we believe ar¢ reasonably possible and we believe that these invesiments are offered on a fair market
value basis and provide remarns to the physician investors only in proportion to their aetual investment in the venture, We believe that our agreements do not
violate the fedcral anti-kickback statute; however, since the arrangements do not satisfy all of the requirements for safe harbor protection, these arrangements
could be challenged.

We lease space for approximatcty 470 of our centers from entitics in which physicians hold ownership interests and we sublease space to referring
physicians st approximately 170 of our dialysis centers. These arrangements must be in compliance with the anti-kickback statute. We believe that we meet the
elemnents of the safe harbor for space rentals in all material respects.,

Some medical directors and other referring physicians may own our common stock. We believe that these interests materially satisfy the requirements of
the safe harbor for investments in large publicly traded companies for the anti-kickback statute,

Because we are purchasing and seliing items and scrvices in the operation of our centers that may be paid for, in whole or in part, by Medicare or a state
healthcare program and because we acquire certain items and services at a discount, we musl structure these arrangements in compliance with the federal
anti-kickback statute. Subject to certain requirements and limilations, discounts rcpresenting reductions in the amounts we are charged for items or services based
on arrm's-length transactions can qualify for safe harbor protection if we fully and accurately report the discounts in the applicable Medicare cost reports. While
some of the safe harbor eriteria are subject to interpretation, we believe that our vendor contracts with discount provisions are in compliance with the
anti-kickback statute.

Stark Law

Anather federal law, known as the “Stark Law”, prohibits a physician who has a financial relationship, or who has an immediate family member who has a
financial relationship, with entitics providing designatcd health services, or DHS, from referring Medicare patients to such entitics for the fumishing of such
services, unless an exception applies, Stark Law DHS include home health services, outpatient prescription drugs, inpatient and cutpatient hospital services and
clinical laboratory services. The Stark Law also prohibits the DHS entity receiving a prohibited referral from filing a claim or billing for the services urising out
of the prohibited referval. The prohibition applies regardless of the reasons for the financial relationship and the referral; unlike the federal anti-kickbeck statute,
intent to induce refcrrals is not required. Sanctions for violation of the Stark Law include denial of payment for claims for services provided in violation of Lhe
prohibition, refunds of amounts collected in violation, a civil penalty of up to $15,000 for each service arising out of the prohibited referral, exclusion from the
federal healthcare programs, including Medicare and Medicaid and & civil penalty of up 1o $100,000 against partics that enter into a scherne to circumverd the
Stark Law prohibition, Stark Law violations also can form the basis for False Claims Act liability. The types of firancial arangements between a physician and
DHS entity that trigger the seif-referral prohibitions of the Stark Law arc broad and include direct and indirect ownership and investment interests and
compensalion arrangements.

CMS has adopted implementing regulations under the Stark Law collectively, Stark Regulations, CMS has not yet adopted implementing regulations
regarding application of the Stark Law 10 Medicaid, but has indicated that it anticipates issuing additional rcgulafions regarding the application of the Stark Law
to Medicaid referrals.

The definition of DHS under the Stark Law excludes services paid undcr a composite rate, cven if some of the components bundled in the composite rate
are DHS. Since most services furnished to Medicare beneficiaries provided in our dialysis centers are reimbursed through a composite rate, the services
performed in our facilities generatly are not DHS, and the Stark Law referral prohibition does not apply to those scrviccs. The definition of
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DHS also excludes inpatient dialysis performed in hospiials that are not certified to provide ESRD services. Consequently, our arrangements with such hospitals
for the provision of dialysis services to hospital inpatients do not trigger the Stark Law referral prohibition.

in addition, although prescription drugs are DHS, there is an exception in the Stark Regulations for EPO end other specifically enumnerated dialysis drugs
when furnished in or by an ESRD facility, in compliance with the anti-kickback statute and applicable billing requirements. The exception is available only for
drugs included on a list of CPT/HCPCS codes published by CMS, and in the case of home dialysis, the exception applies only to EPQ, A.mnt:sp0 and cquivalent
drugs dispensed by the facility for use at home. While we believe that most drugs furnished by our dialysis ccnters are covered by the exception, dialysis centers
may administer drugs that are not on the list of CFT/HCPCS codes and therefore do not meet this exception. In order for a physician who hkas a financial
relationship with a dinlysis center to order one of these drugs from Lhe center and for the center 10 obtain Medicare reimbursement, another exception must apply.

We have entcred into several types of financial relationships with referming physicians, including compensation arrangements. We belicve that the
compensation amrangements under our medical directer agreements satisfy the personal services compensation arrangement exception to the Stark Law, While we
believe that compensation under our medical director agreements, which is the result of arm’s length negotiations, results in fair market value payments for
medicel director services, an enforcement ageney could nevertheless chalienge the level of compensation that we pay our medicat directors. If the arrangement
does not meet a Stark Law exception, we could in the future be required to change our praetices, face civil penalties, pay substantial fines, return certain
payments received from Medicare and bencficiaries or otherwise experience a material adverse effect as a result of a challenge to payments made pursuant to
referrals from these physicians under the Stark Law.

Some of our dialysis centers are 1¢ased from entities in which referming physicians hold interests and we sublease space to referring physicians at some of
our dialysis centers. The Stark Law provides an exception for lease arrangements if specific requirements are met. We helieve that our leases and subleases with
referring physicians satisfy the requirements for this exception.

Some medical directors and other referring physicians may own our common stock. We believe that these interests satisfy the Stark Low exception for
investments in large publicly trnded companics.

Some of our referring physicians also own equity interests in entities that operate our dialysis centers. None of the Stark Law exceptions applicable 1o
physician ownership interests in entitics to which they make DHS refemals applies to the kinds of ownership arrangements that referring physicians hold in
several of our subsidiaries that operate dialysis centers, Accordingly, these dialysis centers cannot bill Medicare for DHS referrals from physician owners. If the
dialysis centers bill for DHS referred by physician owners, the dialysis center would be subject to the Stark Law penalties described above,

Whilc we believe that most of our operations do not implicate the Stark Law, and that to the extent that our dialysis centers furnish DHS, they cither meet
an exception or do not bill for services that do not meet a Stark Law exception, if CMS determined that we have submitted claims in violation to the Stark Law,
we would be subject 10 Lhe penalties described above. In addition, it might be necessary to restructure existing compensation agreements with our medical
directors and 19 repurchase or to request the sale of ownership interests in subsidiaries and partnerships held by referring physicians or, alternatively, to refuse 10
accept referrals for DHS from these physicians. Any such penalties and resiructuring could have a matenial adverse effect on our operations.

If any of our business transactions or arrangements, incleding those described above, were found to violate the federal anti-kickback statute of Stark Law,
we could face criminal, civil or adminisirative sanctions, including possible exclusion frem participation in Medicare, Medicaid and other state and federai
healthcare programs, Any findings that we have violated these laws could have a material adversc impact on our earnings.
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Fraud and abuse under state law

Many states in which we operate dialysis centers have statutes prohibiting physicians from holding financial interests in various types of medical facilities
1o which they refer patients. Some of these statutes could be interpreted as prohibiting physicians who hold shares of our publicly traded stock from referring
patients to our dialysis centers if the centers use our laboratory subsidiary to perform laboratory services fot their patients. Some states also have laws similar to
the federal enti-kickback statute that may affect our ehitity to receive referrals from physicians with whom we have financial relationships, such as our medical
directors. Some statc anti-kickback statutes also include civil and criminal penalties. Some of these statutes include exemptions applicable to our medical
directors and other physician relationships or for financial intercsts limited to shares of publicly traded stock. Some, however, include no explicit exemption for
medical director services or other services for which we contract with and compensate referring physicians or for joint ownership intercsts of the type held by
some of our referring physicians or for financial interests limited 10 shares of publicly traded stock. 1f these statules are interpreted to apply to referring
physicians with whom we contract for medical director and similar services, to referring physicians with whom we hold joint ownership interests or 10 physicians
who hold interests in DaVita limited solely to publicly traded stock, we may be sequired to terminate or restructure some or all of our relationships with or refuse
referrals from these rcferring physicians and could be subject to civil and administrative sanctions, refund requirements and exclusions from goveroment
healthcare programs, including Medicare and Medicaid. Such events could negatively affect the decision of referring physicians to refer patients to our ceniers.

The False Claims Act

The federal False Claims Act, or FCA, is a means of policing false bills or false requests for payment in the healthcare delivery system. In part, the FCA
authorizes the imposition of up to three times the government’s damages and civil penalties on any person whe:

» Knowingly presents or causes 1o be presented to the federal government, a false or fraudulent claim for payment or approval,

- Knowingly makes, uses or causes to be made or used, a false record or statement to get a false or fraudulent claim paid or approved by the federal
government;

+ Conspires to defraud the federal govemment by getting a false or fraudulent claim allowed or paid; or

+ Knowingly makes, uses or causes to be made or used, a false record or statement to conceal, avoid or decrense an obligation to pay or transmit money
or property to the federal government.

In addition, recent amendments to the FCA impose severc penalties for the knowing and improper retention of overpayments collected from government
payors. These amendments could subject our procedures for identifying and processing overpayments to greater scrutiny. We have made significant investments
in additional resources to accelerate the time it takes to identify and process overpayments and we may be required to make additional investments in the future.
An acceleration in our ability to identify and process overpayments could result in us refunding overpayments to government or other payors sooner than we
have in the past. A significant acceleration of these refunds could have a material adverse affect on our operating cash flows.

The penaities for a violation of the FCA range from $5,500 to $£1,000 for each false claim plus three times the amount of damages caused by each such
claim. The federal government has uscd the FCA 10 prosecute a wide veriety of alieged false claims and fraud allegedly perpetrated against Medicare and state
healthcare programs, including coding emors, billing for services not rendered, the submission of false cost reports, billing for services at a higher payment rate
than appropriate, billing under 2 comprehensive code as well as under one or more component codes included in the comprchensive code and billing for care that
is not considered medically necessary. Although still subject to dispute, several courts have also determined that a violation of the federal anti-kickback statute
can form the basis for liability under the FCA, and filing claims or failing to refund amounts collected in violation of the Stark Law can form the basis for
liability under the FCA_ In addition to the
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provisions of the FCA, which provide for civil enforcement, the federal govemment can use several criminal statutcs 1o prosecute persons who are alleged to
have submitted false or fraudulent claims for payment to the federal govermment.

The Health Insurance Portabifity and Accountability Act of 1996

The Health Insurance Portability and Accountability Act of 1996 and its implementing privacy and security regulations, as amended by the federat Health
Information Technology for Economic and Clinical Health Act (HITECH Act) (collectively referred to as HIPAA), requires us to provide ccriain protections to
patients and their health information (Protected Heaith Information, or PHI). HIPAA requires us to afferd patients certain rights regarding their PHI, and to limit
uses and disclosure of their PHI existing in any media form (clectronic and hardeopy). HIPAA also requires us to implcment administrative, physical, and
technical safeguards with respect to electronic PHI. We belicve our HIPAA Privacy and Security Program sufficiently addresses HIPAA requirements.

Other regulations

Our aperations are subject to various state hazardous waste and non-hazardous medical waste disposal laws. These laws do not classify as hazardous most
of the waste produced from dialysis services. Occupational Safety and Health Administration regulations require employers to provide workers who are
occupationally subject to blood or other potentially infectious materials with prescribed protections. These regulatory requirements apply 1o all healthcare
facilities, including dialysis centers, and require employers to make a determination as to which employces may be exposed to blood or other potentially
infectious materials and to have in effect a writien exposure control plan. In addition, employers are required to provide or employ hepatitis B vaccinations,
personal protective equipment and other safety devices, infection control training, posi-expesure evaluation and follow-up, waste disposal techniques and
procedures and work praciice controls, Emplayers arc also required to comply with various record-keeping requirements. We belicve that we are in material
compliance with these laws and regulations.

A few states have certificate of need programs regulating the establishment or expansion of healthcare facilities, including dialysis centers. We believe that
we are in material compliance with all applicable state certificate of need laws.
Corporate compliance program

We have implemented a company-wide corporate compliance program as part of our commitment to comply with all applicable laws and regulations and
to maintain the high standards of conduct we expect from all of our teammates, We continuously review this program and eohance it as necessary. The primary
purposes of the program include:

- Increasing, through training and educatior, the awareness of our teammates and affiliated professionals of e necessity of complying with all
applicable laws and regulations in an increasingly complicated regulatory environment;

»  Auditing and monitoring the activities of our dialysis centers, laboratories and billing offices on a regular basis o identify potential instances of
noncompliance in a timely manner; and

» Ensuring that we take steps to resolve instances of noncompliance or to address arcas of potential noncompliance as promptly as we become aware of
them.

When evaluating the effectiveness of our’corporate compliance program, we Lake into consideration a number of factors, including favorable results under
various government inquiries and adhcrence to industry standards.
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We have a code of conduct that ¢ach of our teammates end affiliated professionals must follow and we have a confidential toll-free hotline {888-458-5848)
for teammates and patients 1o repont potcntial instances of noncompliance. Cur Chief Compliance Officer administers the compliance program. The Chief
Compliance Officer reports directly to our Chief Executive Officer, our Chief Operating Officer and to the Compliance Committce of our Board of Directors.

Corporate Integrity Agreement
On December 1, 2004, Gambro Healtheare, Inc, which we acquired in October 2005, entered into a seitlement agrecment with the Department of Justice

and other agencies of the United States govemment relating to the Department of Justice’s investigation of Gambro Healthcare's Medicare and Medicaid billing
practices and its relationships with physicians and pharmaceutical manufacturers. In connection with the settlement agreement, Gambro Healthcare, without
admitting liability, entered into a five-year corporatc integrity agreement with the Office of the Inspector General, U.S. Department of Henlth and Human
Services, or O1G. The centers we acquired from Gambro Healthcare were subject to the corporate integrity agreement. The corporate integrity agreement expired
by its own terms on November 30, 2009. We submitted our final annual report to the OIG on January 14, 2010, On February 16, 2010, we were informed by the
OIG that it has teviewed our final annval report and determined that DVA Renal Healthcare (formerly Gambro Healthcare) complied with the terms of the
corporate integrity agreement during the final reporting period and that the Fifth Annual Report is complete. The five year term of the corporate integrity
agreement has now concluded and DVA Renal Healthcare is no longer subject 10 ifs terms.

Insurance

We maintain insurance for property and general liability, professional liability, directors® and officers” liabil ity, workers compensation and other coverage
in amounts and on terms deemed adequate by management based on our claims experience and expectations for future claims. Future claims could, however,
exceed our applitable insurance coverage. Physicians practicing at our dialysis centers arc required to maintain their own malpractice insurance and cur medical
directors are required to maintain coverage for their individual private medical practices. Our liability policies cover our medical directors for the performance of
their duties as medical directors.

Capacity and location of our centers

We are nble to increase our capacity by extending hours at our existing centers, expanding our existing cenicrs, refocating our centers, developing new
centers and by acquiring centers. The development of a typica] outpatient center by us generally requircs approximately $2.0 million for leaschold improvements,
equipment and first-year working capital. Based on our experience, a new eenter typically opens within a year afier the property lease is signed, normally
achieves operating profitability in the second year aficr certification and normally reaches maturity within three to five years. Acquiring an existing center
requires a substantially greater initial investment, but profitability and cash flow are generally initially more predictable, To a fimited extent, we enter into
agreements to provide management and administrative services to dialysis centers in which we either own an equity investment, or ar¢ wholly-owned by third
partics in return for management fees, which are typically based on a percentage of revenues or cash collections of the managed operations.

The table below shows the growth of our Company by number of dialysis ccnters.

2009 2008 2007 2006 1005
Number of ccnters at beginning of year 1,449 1,359 1,300 1,233 658
Acquired centers 19 20 16 26 609(1)
Developed centers ‘ 78 86 64 55 46 -
Net change in centers with management and administrative services agreements* B(4) 1 (15(3) — 4(1
Divested and closed centers ® (5} (%) (3)32) ann
Merged into existing center** {163 8 2 9 P
Number of centers at cnd of year 1,530 1,449 1,359 1,300 1,233
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(1) 566 centers were added, including 11 centers under management and administrative services agreements, as a result of the DVA Renal Healthcare
acquisition and 74 centers were divested in connection with this acquisition, including three centers under management and administrative services
agreements.

(2) Thrce ecnters were divested in connection with the acquisition of DYA Renal Healthcare.

(3)  InNovember 2007, one of our management and administration service agrcements was terminated, in which we provided management and administrative
- services to 20 dialysis centers.

{(#) During 2009, we made cquity investments in 6 centers and we cniered into 2 additional management and administrative service agreements.

* Represents dialysis centers in which we cither own an equity investment, or are wholly-owned by third parties.

*+  Represents dialysis centers that were closed and the majority of patients were retained and transferred to other existing dialysis eenters.

As of December 31, 2009, we operated or provided administrative services to 1,530 ourpatient dialysis centers, of which 1,498 are consolidated in our
financial statements. Of the remaining 32 dialysis centers, we own an cquity investment in 15 centers and provide management and administrative services to 17
dialysis centers that are wholly-owned by third parties. The locations of the 1,498 dialysis centers consolidated in our financial statements at December 31, 2009
were as follows:

— RS L) W L Lo D oto DD

State Centers State Centeny State Centers
California 185 New York 33 Ncbraska 13
Florida 130 Indiana 32 Wisconsin 13
Texas 121 QOklahoma 30 Massachusetis 12
Georgia 97  Colorade 28 Arkansas

OChio 66  Kentucky 26  District of Columbia

Pennsylvania 62  Louisiana 25  Tdsho

North Carolina 57 Arizona 23 Uhah

Virginia 55  New Jersey 23 Mississippi

Michigan 52 South Carolina 22 New Mexico

Maryland 49 Washington 20 South Dakota

inots 48  Connecticut 19 West Virginia

Minnesota ) 38  Kansas 18 Delaware

Alabama 37 Mevada 16 Morth Dakota

Tennessee 36 lowa 15 New Hampshire

Missouri 35 Oregon 15

Competition-

The dialysis industry is highly competitive, particularly in terms of acquiring existing dialysis centers. We continue to face increased competition in the
dialysis industry from large and medium-sized providers which compete directly with us for the acquisition of dialysis busincsses, relationships with physicians
to act as medical directars and for individual patients. Acquisitions and patient retention are an important part of our growth strategy and our business could be
adversely affected if we are not able to continue to make acquisitions on rcasonsble terms or if we face significant patient attrition to our competitors.
Competition for qualified physicians lo act as medical directors and for inpatient dialysis services egrecments with hospitals is also intense, Qccasionally, we
have also experienced competition from former medical directors or referring physicians who have opened their own dialysis centers. In addition, we experience
competitive pressures in connection with negotiating contracts with commercial healthcare payors. .

The two largest diatysis companics, Fresenius Medical Care, or Fresenius, and our company, account for approximately 62% of outpatient dialysis patients
in the United States. Approximately 42% of the centers not
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a .
owmed by us or Fresenius are owned or controlled by hospitals or non-profit organizations, Hospital-based and non-profit dialysis units typically arc more
difficult o acquire than physician-owned centers. Because of the easc of entry into the diatysis business and the ability of physicians to be medical dircetors for
their own centers, competition for growth in existing and expanding markets is not limited to large compctitors with substantial financial resources.

Fresenius also manufactures a full line of dialysis supplies and equipment in eddition to owning and operating dialysis centers. This may give them cost
advantages over us becausc of their ability to manufacture their own products. Fresenius has been one of our largest suppliers of dialysis products. In January
2010, we entered into an agrecment with Fresenius which committed us to purchase a certain amount of dialysis equipment, parts and supplies from them
through 2013. In addition, in August 2006, we also entered into a product supply agreement with Gambro Renal Products that requires us to purchase a certain
amount of our hemodialysis non-cquipment product supplies, such as dialyzers, at fixed prices through 2015, Qur purchases of products in the categories
generally offered by Frescnius and Gambro Renal Producis represcnt approximately 4% of our total operating expenses. During 2009, we purchased
hemodialysis products and supplics from Gambro Renal Products representing approximaiely 2% of our total operating expenses,

Teammates

As of December 31, 2009, we had approximately 34,000 teammates:

»+ « Licensed professional staff (nurses, dieticians and social workers) 14,000
+ Other patient care and center suppont stail and laboratory personnel . 15,000
« Corporate, billing and regional administrative staff 5,000

Our dialysis business requires nurses with specialized training for paticnts with complex care needs. Recruitment and retention of nurses are continuing
concems for healthcare providers generally because of the disparity between the supply and demand for nurses, which has led 10 a nursing shortage. We have an
active program of investing in our professional healthcare teammates to help ensure we meet our recruitment and retention targets, including expanded raining
opportunities, tuition reimbursemcnts and other incentives.
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Item 1A, Risk Factors.

This Anaual Raport on Form 10-K comtains siatements thai are forward-looking siaremenis within the meaning of the federal securities laws. These
statements imvolve known and unknown risks and wncertainties including the risks discussed below. The risks discussed below are not the only ones facing our
business. Please read the cautionary notice regarding forward-loaking statements in Jem 7 under the heading "Management s Discussion and Analysis of
Financial Condition and Resulls of Operation”.

If the average rates that commercial payors pay us decline significantly, it would have a material adverse efTeet on our revennes, earnings and cash
flows.

‘ Approximately 35% of our dialysis and related lab services revenues for the year ended December 31, 2009 werc generated from patients who have
commercial payors as the primary payor. The majority of these patients have insurance policics that pay us on terms and at rates that are generally significantly

higher than Medicarc rates. The payments we receive from commercial payors generate nearly all of our profit and all of our nonacute dialysis profits come from

commercial payors. We continue to experience downward pressure on some of our commercial payment rates and it is possible that commercial payment rates

| ' could be materially Iower in the future. The downward pressure on commercial payment rates is a result of general conditions in the market, recent and future
consolidations among commercial payors, increased focus on dialysis services and other factors.

We are continuously in the process of negotialing agreements with our commercial payors, and payors are aggressive in their negotiations with us. In the
event that out continued negotiations result in overall commercial rate reductions in excess of overall commercial rate increases, the cumulative cffect could have
| a material adverse efTect on our financial results. Consolidations have significantly increased the negotiating leverage of commercial payors. Our negotiations
with payors are also influenced by competitive pressures. We expect that some of our contracted rates with commercial payors may decrease or that we may
experience decreases in patient volume as our negotiations with commercial payors continue. In addition to incrcasing downward pressure on contracted
‘ commercial payor eates, payors have been attempting to impose restrictions and limitations on non-contracted or out-of-network providers. In some
circumstances for some commercial payors, our centers are designated as out-of-network providers. Rates for out-of-network providers are on average higher
_than rates for in-network providers. Commercial payars may restructure their benefils to create disincentives for patients to select or remain with out-of-network
providers or may decrease payment rates for out-of-network providers. We, along with others in the kidney carc community, are resisting attempts to limit access
to out-of-network providers through regulatory, legislative and legal means. Decreases in out-of-nerwork rates and restrictions on out-of-network access
combined wilth decreases in contracted rates could result in a significant decrease in our overall revenue derived from commercial payors. If the average rates that
commercial payors pay us decline significantly, it would have a material adverse effect on our revenucs, eamings and cash flows.

If the number of patients with higher-paying commercial insurance declines, then our revenues, earnings and cash flows would be substautially
reduced.

Our revenue levels are sensitive to the percentage of our patients with higher-paying commercial insurance coverage. A paticnt’s insurance coverage may
change for a number of reasons, including changes in the patient’s or a famity member’s employment status. Currently, for s patient covered by an employer
group health plan, Medicare generally becomes Lhe primary payor aficr 33 months, or earlier, if the patient’s employer group health plan coverage tcrminates.
When Medicare becomes the primary payor, the payment rate we receive for that patient shifts from the employer group health plan rate to the lower Medicere
peyment raic. We have seen an increase in the number of patients who hove govemment-based programs as their primary payors which we believe is largely as a
result of improved mortality and the current economic recession which has a negative impact on the percentage of patients covered under commercial insurance
plans. To the extent there are sustained or increased job losses in the United States as a result of current economic conditions, we could experience a decrease in
the number of patients under commercial plans, We could alse experience a further decrease if
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changes 10 the healthcarc regulatory system result in fewer patients covered under commercial plans. In addition, our continued negotiations with commercial
payors could result in a decrease in the number of patients under commercial plans (o the exient that we cannot reach agreemcnt with commercial payors on rates
and other terms, If there is 2 significant reduction in the number of patients under highet-paying commercial plans relative to govemmeni-based progrants that
pay at lower rates, it would have a matcrial adverse cffect on our revenues, camnings and cash flows,

Changes in the structore of, and payment rates under the Medicare ESRD program, inclnding the implementation of 2 bundled payment system nnder
MIPPA and other healthcare reform initiatives, could substantially reduce our revepues, earnings and cash flows.

Approximately one-half of our dialysis and rclated fab scrvices revenues for the year ended December 31, 2009 was generated from patients who have
Medicare as their primary payor. Currently, the Mcdicare ESRD program pays us for dialysis reatment services at a fixed composite rate, The Medicare
composite rate is the payment ratc for a dialysis treatment including the supplies used in those treatments, specificd laboratory tests and cenain pharmaceuticals.
Certain other pharmaceuticals, including EPOQ, vitamin D analogs and iron supplements, as well as certain specialized laboratory tests, are separately billed.

In July 2008, MIPPA was passcd by Congress. This legislation introduced a new payment system for dialysis services beginning in January 2011 wherehy
ESRID payments will be made under a bundicd payment rate which will provide for a fixed rate for ell goods and services provided during the dialysis treatment.
On September 15, 2009, CMS released the proposed rule regarding the new bundled payment rate system. If the new bundled payment rate system is
implemented as proposed, it could have a material adverse cifect on our revenues, carings and cash flows. The initial 2011 bundled ratc is required to be set
based on a 2% reduction in the payment rate that providers would have reccived under the historical fee for service payment methodology and based on the
lowest average industry pharmaceutical utilization from 2007 to 2009, Among other things, the proposcd rule requires dialysis facilities to provide certain ora
medications but does not provide funding sufficient to cover our costs for those medications. In addition, all laboratory tests ordered by nephrologists would be
included in the bundle, whether or not the laboratory tests are related to ESRD treatment, without funding sufficient to cover our costs for those tests. The
proposed rule olso includes an expanded list of casc-mix adjustors, mamy of which may be difficult or impossible for diatysis clinies to rack, consequently
reducing the payment rate for ESRD treatments. The proposed rule alse introduced a transition adjustment that would reduce payments to providers by 3%. The
combined effect of the adjustments provided in the proposed rule would resutt in a bundled rate that represents a significantly preater than 2% reduction in the
payment rate that we would have reccived for our services prior to bundling. The proposed rule also requires the new single bundled payment basc rate to be
adjusted annunlly for inflation based upon a market basket index, less 1% of such index, beginning in 2012, Also, beginning in 2012, the proposed rule provides
that 2% of payments due to providers will be sct aside subject 1o provider satisfaction of certain quality standards. A failure to achieve the required quality
standards will result in the forfeiture of the 2% reserve. Dialysis providers have the option to move fully to the bundled paymeni system in 2011 or to phase in
the payment system over three years. Because the bundled rates that will take eflect in 2011 have not been set, we cannot predict whether we will be able to
reduce our operating costs at a level that will offset any reduction in overall reimbursement for services we provide to Medicare patients. In addition, we
experience increases in operating costs that are subject to inflation, such as labor and supply costs, regardless of whether there is a compensating inflation-based
incrcase in Medicare payment rates, To the extent the Medicare bundled rates are established at levels that result in lower overall reimbursement for services we
provide to Medicarc patients, it could have a material adverse effect on our revenucs, enrnings and cash flows. We also cannot predict whether we will be able to
implement the requirements of the final rule within the time frames set in the final rule or whether we will be able to satisfy our Medicare and Medicaid
regulalory compliance obligations as processes and systems arc modified to comply with the final rule,

In addition, ongoing public policy debates regarding healthcare reform and the extension of coverage to uninsured individuals has recently intensified.
While we cannot predict whether the federal govemment will
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enact changes to the healthcare regulatory system in response to the current debate or the potential impact of any such changes, 1o the extent that any changes to
the current healthcare regulatory system result in a reduction in patients covered by commercial insurance or a reduction in reimbursement rates for our services
from commercial and/or government payors, our revenues, earnings and cash flows could be adversely affected.

Changes in state Medicaid or other non-Medicare government-based programs or payment rates could reduce onr revenues, earnings and cash flows.

Approximately 15% of our dialysis and related Jab services revenues for the year ended December 31, 2005, was generated from patients who have state
Medicaid or other non-Medicare government-based programs, such as Medicare-nssigned plans or the Veterans Heatth Administration, as their primary coverage.
As state governmentis and governmental organizations face increasing budgetary pressure, they may propose reductions in payment rates, delays in the timing of
payments, limitations on eligibility or other changes to their related programs. For example, some programs, such as certain state Medicaid programs and the
Veterans Health Administration, have recently considered, proposed or implemented rate reductions. In January 2009, the Department of Veterans Afairs
informally adopied a policy to reduce payment rates for dialysis services o Medicare rates. The informal policy was subsequently withdrawn in July 2008. On
February 17, 2010, the Departrment of Veterans Affairs formally proposed o rule which would materially reduce their payment rates for dialysis services to equal
Medicare rates. The proposed rule is subject to a 60 day comment period and we expect to participate in the comment process. We cannot predict when or if the
final rule will be effective or what will be included in the final rule. If the proposed rule is implemented in ils current form, it will have a significant negative
impact on our revenues, carnings and cash flows as 2 result of the reduction in rates or as a tesult of a decrease in the number of patients covered by the Veterans
Heslth Administration that we service. Approximately 2% of our dialysis and related Jab services revenucs for the year ended December 31, 2009 was generated
by the Veterans Health Administration. While we cannot predict whether the Department of Yeterans Affairs or any other government programs will be
successful in reducing their payment rates or the timing of potential reductions, any such reduction could have a material adverse effcct on our revenues, carnings
and cash flows.

In addition, some state Medicaid program cligibility requirements mandate that citizen enrollees in such programs provide documented proof of
citizenship. If our patienls cannot meet these proof ef ¢itizenship documentation requirements, they may be denied coverage under these programs. If siate
Medicaid or other non-Medicare government programs reduce the rates paid by these programs for dialysis and related services, delay the timing of payment for
services provided, further limit eligibility for coverage or adopt changes to their payment structure which reduces our overall payments from these state Medicaid
or non-Mcdicarc govemment programs, then our revenucs, carnings and cash flows could be adversely affected. :

Changes in clinical practices, payment rates or regulations impacting EPO and other pharmaceuticals conld sahstantially reduce our revenues,
earnings and cash flows, ’

The administration of EPO and other pharmacenticals accounted for approximately 30% of our dialysis and related Yab services revenues for the year
ended December 31, 2009, with EPO accounting Jor approximately 20% of our dialysis and related lab services revenues for the same period. Changes in clinical
practiccs that result in further decreased utilization of prescribed pharmaceuticals or changes in payment fates for those pharmaceuticals could substantially
reduce our revenues, earnings and cash flows,

Since late 2006, there has been significant media discussion and govermment scrutiny regarding anemia management practices in the United States which
has created confusion and concern in the nephrology community. In late 2006, thc House Ways and Means Committee held a hearing on the issue of the
utilization of crythropoeisis stimulating agents, or ESAs, which include EPQ, and in 2007, the FDA required changes to the labeling of EPO and Aranesp® to
include a black box warning, the FDA’s strongest form of warning label. The FDA held additional hearings to revisit these label changes as they apply to ESRD
and has indicated that they
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will convene in 2010 1o further review ESA labeling. CMS also reviewed its EPO reimbursemcnt policics and in January 2008, changes io the EPO monitoring
policy went jnto effcct which further limited reimbursement and which impacted the prescribing habits of our physicians and which has in the past and may in
the future result in lower pharmaceutical intensities. Most recently, HHS and CMS have given notice that a meeting of the Medicare Evidence Development &
Coverage Advisory Committee, or MedCAC, will be convened on March 24, 2010 to review policies around the administration of ESAs, including, among other
things, &n evaluation of the efficacy of certain hemoglobin 1argets in CKD patients. These meetings could result in further restrictions on the utilization and
reimbursement for ESAs which could result in decreased EPO utilization. Commercial payors have also increasingly examined their administration policies for
EPO and, in sorne cascs have modified those policies, Further changes in labeling of EPO and other pharmaceuticals in 2 manner that alters physician practice
patterns or accepted clinical practices, changes in private and governmental payment critens, including the introduction of EPO administration policies or the
conversion to alternate types of administration of EPO or other phanmaceuticals that result in further decreases in utilization or reimbursement for EPO and other
pharmaceuticels coutd have o material adverse effect on our revenues, camings and cash flows.

Changes in EPO pricing could materially reduce our revenues, earnings and cash Nows and affect our ability to care for our patients,

Amgen Inc. is the sole supplier of EPO and may unilaterally decide to increase its price for EPO at any time during the term of our agreement with
Amgen, Future increases in the cost of EPO without comespending increases in payment rates for EPO could have a material adverse eflect on our earnings and
cash flows and ultimately reduce our income. Our agreement with Amgen for EPO includes potential rebates which depend upon the achievement of centain
criteria. We cannot predict whether we will continue (o receive the rebates for EPO that we currently receive, or whether we will continuie to achieve the same
levels of rebates within that structure as we have historically achicved. Our agreement with Amgen provides for specific rebates off of list price based on a
combination of factors, including process improvement and data submission. Factors that could impact our ability to qualify for rebates provided for in our
agreement with Amgen in the future include our ability to develop and implement ccrtain process improvements and track ccrtain data elements, Failure (o meet
certain targets and earn the specified rebates could have a material adverse effect on our eamings and cash flows. Our agreement with Amgen terminates on
December 31, 2010, We cannot predict whether any new agreement with Amgen will include the same or similar rebates as provided in our current agreement.

We are the subject of 2 number of inguiries by the federal government, any of which could resolt in substantial penalties against ns.

We are the subject of a number of inquiries by the federal govemnment. We bave received subpoenes from the U.S. Attorney’s Office for the Northern
District of Georgia, the U.S. Attomey's Office for the Eastern District of Missouri and the U.S. Atlomey’s Office for the Eastern District of Texas. We are
cooperating with the U.S. Attomey’s Offices with respect to each of the subpoenas and producing the requested records. Any negative findings could result in
substantial financial penalties against us, exclusion from future participation in the Medicare and Medicaid programs and, in certain cases, criminal penalties. To
our knowledge, na proceedings have been initiated by the federal govemment gainst us at this time. Although we cannot predict whether or when proceedings
might be initiated by the federal government or when these matters may be resolved, it is not unusual for investigations such as these {o continue for a
considerable period of time. Responding to the subpoenas will continue fo requirc management’s attention and significant legal expense. See Note 16 to our
consolidated financial statements for additional information regarding these inquiries and subpoenas.
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Continued inquiries from various governmental bodies with respect to our utilization of EPO and other pharmaceuticals will require management’s
attention, cause us to incor significant legal expense and could result in substantial financial penalties against us or exclusion from future participation
in the Medicare and Medicaid programs, and conld kave 8 material adverse elfect on our revenues, earnings and cash flows.

In response (o clinical studies which identified risks in certain patient populations related to the utilization of EPO and other ESAs, i, Arancsp", and in
response to changes in the labeling of EPO and Arancspc, there has been substantial media attention and government scrutiny resulting in hearings and
legislation regarding pharmaceutical utilization and reimbursement. Ajthough we believe our anemia management practices and other pharmaceutical
administration practices have been compliant with existing laws and regulations, a5 a result of the current high level of scrutiny and controversy, we may be
subject to increased inguirics from a variety of governmental bodies and claims by third parties. For example, the subpoena from the U.S. Attorney’s Office for
the Northem District of Georgia relates to the pharmaccutical products Zemplar, Hectorol, Venofer, Ferrlecit, EPO and other related matters. The subpoena from
the U.S. Attorney’s Office in the Eastern District of Missouri includes requests for documents regarding the administration of, and billing for, EPQ, The
subpoena from the Office of Inspector General in Houston, Texas requests records relating fo EPO claims submitted to Medicare, In addition, in February 2008
the Attorney General’s Officc for the State of Nevada notified us that Nevada Medicaid intends to conduct audits of ESRD dialysis providers in Nevada relating
to the billing of pharmaceuticals, including EPO. Additional inquiries from various agencies and claims by third parties with respect to this issue would continue
to require management’s attention and significant legal expense and any negative findings could result in substantial financial penalties against us or exclusion
from furure participation in the Medicare and Medicaid programs, and could have a material adverse effect on our revenues, eamings and cash flows. Sec Note
16 to our consolidated financial statements for additional information regarding these inguiries and subpoenas.

If we fail to adhere to all of the complex government regulhtinns that apply to our busincss, we could soffer severe consequences that wouid
substantially reduce our revenues, earnings and cash flows,

Qur dialysis operations are subject to extensive {ederal, state and focal government regulations, inciuding Medicare and Medicaid payment rules and
regulations, federat and state anti-kickback laws, the Stark Law physician self-referral prohibition and analogous state referral statutes, the federal False Claims
Act, or FCA, and federal and state laws regarding the collection, use and disclosure of patient health information. The Medicare and Medicaid reimbursement
rules related to claims submission, licensing requircments, cost reporting, and payment processes impose complex and extensive requirements upon dialysis
providers. A violation or departure from any of these requirements ntay resuit in government audits, lower reimbursements, significant fines and penalties, the
potential loss of certification and recoupments or voluntary repayments.

The repulatory scrutiny of healthcare providers, including dialysis providers continues to increase. Medicare has increased the frequency and intensity of
its certification inspections of dialysis centers. For example, we are required to provide substantial documentation related to the administration of
pharmaccuticals, including EPOQ, and, to the extent that any such documentation is found insufficient, we may be required to rcfund any amounts received from
such administration by government or commercial payors, and be subject {o substantial penalties under applicable laws or regulations. in addition, fiscal
intermediaries have increased their prepayment and post-payment reviews,

We endeavor to comply with all of the requirements for receiving Medicare and Medicaid payments and to structure all of our relationships with referring
physicians to comply with state and federal anti-kickback laws and pbysician self-referral law (Stark Law). However, the laws and regulations in this area are
complex and subject to varying interpretations. For example, if an enforcement agency were to challenge the level of compensation that we pay our medical
directors, we could be required to change our practices, face criminal or civil penalties, pay substantial fines or otherwise experience 2 materinl adverse effcct as
aresult of a challenge to
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these arrangements. In addition, recent amendments to the FCA impose severe penalties for the knowing and improper retention of overpayments collected from
government payors. These amendments could subject our procedures for identifying and processing overpayments to preater scrutiny. We have made significant
investments in additional resources o accelerate the time it takes to identify and process overpayments and we may be required to make additional investments in
the future. An acceleration in our ability to identify and process overpayments could result in us refunding overpayments to government or other payors sooner
than we have in the past. A significant acceleration of these refunds could have a materin] adverse affect on our operating cash flows.

If any of our operations arc found to violate these or other government regulations, we could suffer severe consequences that would have a material
adverse effect on our revenues, camings and cash flows including:

+ Suspension or termination of our participation in government payment programs;

+ Refunds of amounts received in violation of law or applicable payment program requirements;

+ Loss of required government certifications or exclusion from government payment programs;

» Loss of licenses required to operate healthcare facilities in some of the states in which we operate;

+ Reduclions in payment rates or coverage for dialysis and ancillary services and related pharmaceuticals;

+ Fines, demages or monetary penalties for anti-kickback law violations, Stark Law violations, FCA violations, civil or criminal Jiability based on
violations of law, or other failures to meet regulatory requirements;

« Claims for monetary damages from patients who believe their protected healih information has been used or disclosed in violation of federal or state
paiient privacy laws;

- Mandated practice changes that significantly increase opetating expenses; and

« Termination of relationships with medical dircetors.

Delays in state Medicare and Medicaid certification of our dialysis centers could adversely affect our revenues, earnings and cash flows.

Before we can begin billing for patients weated in our outpatient dialysis centers who are cnrolled in govemment-based programs, we are required to
obtain state and federal certification for participation in the Medicare and Medicaid programs. As state govemnments face increasing budgetary pressure, certain
stntes are having difficulty certifying dialysis centers in the nonmal course resulting in significant delays in certification. If state govermnments continue 1o have
difficulty certifying new centers in the normal coursc and we continue to experience significant delays in our ability to treat and bill for services provided to
paticnts covered under government programs, it could cause us to incur write-offs of investments or accelerate the recognition of lease obligations in the cvent
we have to close cenlers or our centers® operating performance deteriorates, and it could have an adverse effect on our revenues, eamings and cash flows.

1f our joint ventures were found to violate the law, we could suffer severe consequences that would bave a material adverse effect on our revenues,
earnings and cash flows.

As of December 31, 2000, we owned a controlling interest in numerous dialysis related joint ventures, which represented approximately 16% of our
dialysis and related lab services revenues for the year ended December 31, 2009, In addition, we also owned cquily interests in several other dialysis related joint
venfures. We anticipate that we will continue 1o increase the number of our joint ventures, Mamy of our joint ventures with physicians or physician groups also
have the physician owners providing medical director services to those centers or other centers we own and operate. Because our relationships with physicians
are governed by the federal anti-kickback statute, we have sought to structure our joint venture arrangements 0 satisfy as many safe harbor requirements as we
believe are reasonably possible. However, our joint venture arrangements do not satisfy all elements of any safe harbor undér the federal anti-kickback statute.
The subpoena and related requests for documents we received from the United States Attorney's Office for the Eastern District of Missouri included requests for
documents related 1o our joint ventures. See Note 16 to our consolidated financial statements for additional information regarding these inquiries and subpoenas.
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If our joint ventures are found fo be in violation of the anti-kickback statute or the Stark Law provisions, we could be required to restructure the joint
ventures or refuse to accept referrals for designated health services from the physicians with whom the joint venture centers have a financial relationship.

We also could be required to repay amounts received by the joint venturcs from Medicare and certain other payors to the extent that these arrangements arc
found to give rise to prohibited referrals, and we could be subject to monetary penalties and cxclusion from government healthcare programs. If our joint venture
centers are subject to any of these penaltics, we could suffer severe consequences that would have a material adverse effcct on our revenues, earmnings and cash
flows.

There are significant estimating risks associated with the amount of dialysis revenue and related refund liabilities that we recognize and if we are
unab)e to accurately estimate our revenne and related refund liabilities, it could impact the tming of our revenue recognition or have a significant
impact on our operating results.

There are significant estimating risks associated with the amount of dialysis and related lab scrvices revenues and related refund liabilities that we
recognize in a reporting period. The bilting and collection process is complex due to ongoing insurance coverage changes, geographic coverage differences,
differing interpretations of contract coverage, and other payor issues. Determining applicable primary and secondary coverage for spproximately 118,000
patients at any point in time, together with the changes in patient coverage that occur each month, requires complex, resource-intensive processes, Errors in
detcrmining the correct coordination of benefits may result in refunds to payors. Revenues associated with Medicare and Medicaid programs are also subject to
estimating risk related to the amounts not paid by the primary govemnment payor thal will wliimately be coliectibic from other government programs paying
secondary coverage, the patient’s commercial health plan secondary coverage or the patient. Collections, refunds and payor retractions typically continue to
oceur for up to three years and onger after services are provided. We generally expect our range of dialysis and related 1ab services revenues estimating risk to
be within 1% of revenues for the scgment, which can represent as much as 6% of consolidaied operating income. If our estimates of dialysis and related lab
services revenues and related refund liabilities arc materially inaccurate, it could impact the timing of our revenue recognition and huve a significant impact on
our operating results.

The ancillary services we provide or the strategic initiatives we invest in may generate losses and may ultimately be unsuccessful. In the event that one
or more of these activities is npsuccessful, we may have to write off our investment and incor other exit costs.

Our ancillary services and strategic initiatives include pharmacy scrvices, infusion therapy services, disease management services, vascular access
services, ESRD clinical research programs and physician services. Many of these initiatives require investments of both management and [inancial resources and
can generate significant Josses for a substantial peried of time and may not become profitable. There can be no assurance that any such strategic initiative will
ultimately be successful, Any significant change in market conditions, business performance or iri the regulztory environment may impact the economic viabitity
of any of these strategic initiatives. For example, during 2009 and 2008, scveral of our strategic initiatives generated net operating losses and are expected to
gencrate net operating losses in 2010. I any aof our ancillary services or strategic injtiatives do not perform as planned, we may incur n material write-off or an
impairment of our investment, including goodwill, in one or morc of these activitics or we could incur significant termination costs if we were (o exit a cerlain
line of business.

If a significant number of pbysicians were to cease referring patients to our dialysis centers, whether dee to regulatory or other reasons, it would have a
material adverse effect on our revenues, carnings and cash Nows.

We belicve that physicians prefer to have their patients treated at diatysis centers where they or other members of their practice supervise the overall care
provided as medical director of the center. As a result, the
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primary referral source for most of our centers is often the physician or physician group providing medical director services to the center, Neither our current nor
former medical directors have an obligation o refer their patients to our centers. If a medical director agreement terminates, whether before or at the end of its
term, and a new medical director is appointed, it may negatively impact the former medical director™s decision to treat his or her patients at our center, If we are
unable to enforee noncompetition provisions contained in the terminated medical dircctor agreements, former medical directors may choosc to provide medical
director scrvices for competing providers or establish their own dialysis centers in competition with ours. Also, if the quality of scrvice levels at our centers
deteriorates, it may nepatively impact paticnt referrals and treatment volumes.

Our medical director contracts are for fixed periods, generally three to ten years. Medical dircctors have no obligation to extend their agreements with us.
We may take actions {o restructure cxisting relationships or take positions in negotiating extensions of relationships to assure compliance with the safe harbor
provisions of the anti-kickback statute, Stark Law and other similar laws. These actions could negativcly impact the decision of physicians to extend their
medical dircetor agreements with us or to refer their patients 1o us. If the terms of any existing agreement are found to violate applicable laws, we may not be
successful in restructuring the relationship which could lead 1o the carly termination of the agrecment, or causc the physician 10 stop referring patients to our
dialysis centers. If a significant number of physicians were to cease referring patients to our dialysis centers, whether due ta regulatory or other reasons, then our
revenues, earnings and cash flows would be substantially reduced.

Current economic conditions, including the corrent recession, as well as further disruptions in the financial markets could resolt in substantial declines
in our revenues, earnibgs, cash flows and financial condition.

The current economic recession could adversely affect our business and our profitability. Among other things, the potential decline in federal and state
revenues that may result from such conditions may create additional pressures to contain or reduce reimbursements for our services from Medicare, Medicaid and
other government sponsored programs. Increasing job losses in the United States as a result of current economic conditions has and may continve 1o Tesult in a
smaller percentage of our patients being covered by an cmployer group health plan and a larger percentage being covered by lower paying Medicare and
Medicaid programs. Employers may also begin to select more restrictive commercial plans with lower reimbursement rates. To the extent that payors are
negativcly impacted by a decline in the economy, we may experience further pressure on commercial ratcs, a further slow down in collections and s reduction in
the amounts we expect Lo collect. In addition, if the current uncertainty in the financial markets continues, the variable interest rates payable under our credit
Tacilities could be adversely affected or it could be more diffieult to obtain or renew such facilities or to obtain other forms of financing in the future. Any or all
of these factors, as well as other consequences of the current cconomic conditions which cannot currently be anticipated, conld have a material adverse effect on
our revenues, eamings and cash flows and otherwise adversely affect our financial condition.

If we are not able to continue to make acquisitions on reasonabte terms, or maintain an acceptable level of non-acquired growth, or if we face
significant patient attrition to our competitors, it conld adversely affect our business.

The dialysis industry is highly competitive, particularly in terms of acquiring existing dialysis centers. We continue to face increased competition in the
dialysis industry from large and medium-sized providers which competc directly with us for acquisition 1argets as well as for individual patients and medical
direciors. Acquisitions, paticnt retention and medical director retention are an important part of our growth strategy. Because of the ease of entry into the dialysis
business and the ability of physicians to be medical directors for their own centers, competition for growth in existing and expanding markels is not limited to
large competitors with substantial financial resources. Occasionalty, we have experienced competition from former medical directors or referring physicians who
havc opened their own dialysis centers. In addition, Frescnius, our largest competitor, manufactures a full Jine of dialysis supplies and equipment in addition to
owning and operating
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dialysis centers. This may give them cost advantages over us because of their ability to manufacture their own products. If we are not able to continue to make
acquisitions on reasenable terms, continue 1o maintain acceptable levels of non-acquired growih, or if we facc significant paticnt attrition to our competitors, it
could adversely affect our business.

The level of our corrent and future debt conld have an adverse impact on our business and our ability to generate cash to service sur indebtedness
depends on many factors beyond our control

W¢ have substantial debt outstanding and we may incur additional indebtedness in the future. The high level of our indebtedness, among other things,
could:

« make it difficult for us to make payments on our debi securities;
+ increase our vulnerability lo general adverse economic and indusiry conditions;

* require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness, thereby reducing the availability of our
cash flow to fund working capital, capilal expenditures, acquisitions and investments and other general corporste purposes;

« limit our flcxibility in planning for, or reacting to, changes in our business and the markets in which we operate;
~ place us at a competitive disadvantage compared to our ¢competitors Lhat have less debt; and

= limit our ability to borrow additional funds.

Qur ability to make payments on our indebtedness and to fund planned capital expenditures and expansion efforts, including any strategic acquisitions we
may make in the future, will depend on our ability to generate cash. This, to a certain extent, is subject to gencral economic, financial, competitive, regulatory
and other factors that are beyond our control.

We cannot provide assurance that our business will generate sufficient cash flow from operations in the future or that future borrowings will be available
to us in an amount sufficient 1o enable us to service our indebtedness or 1o fund other liquidity needs. Our Senior Secured Credit Facilities are secured by
substantially all of our and our wholly-owned subsidiaries’ assets. As such, our ability to refinance our debt or seek additional financing could be limited by such
securiry inicrest. We cannot assure you that we will be able to refinance our indebtedness on commercially reasonable terms or at all. 1f additional debt financing
is not avatlable when required or is not available on acceptable termns, we may be unable to grow our business, take advantage of business opportunities, respond
to competitive pressures or refinance maturing debt, any of which could have a material adverse effect on our operating results and financial condition,

Increases in interest rates may increase onr interest expense and adversely afTect our profitability and cash flow and our ability to service onr
indchtedness.

We are subject 1o interest rate volatility associated with Lhe portions of our borrowings that bear interest at variable rates. As of December 31, 2009, we -
had approximately $1.% billion outstanding borrowings under our Senior Secured Credit Facilities, which bears interest at a variable rate. Approximately $0.4
billion of this outstanding debt is subject to interest rate swaps which have the economic effect of fixing the interest rate on an equivalent portion of our debt, The
remnaining vaniable rat¢ debt oulstanding under our Senior Secured Credit Facilities had a weighted average interest rate of 1.74% at December 31, 2009. As of
December 31, 2009, the intcrest raies were economically fixed on approximately 21% of our variable rate debt and approximately 59% of our total deit. In
addition, we have approximately $198 million of available bormrowings under our Scnior Secured Credit Facilities that would bear intercst at the LIBOR-based
variable rate plus an interest rate margin of 1.50%. We may also incur additional variable rate debt in the future,

Increases in interest rates would increase our intercst expense for the variable portion of our indebtedness, which could negatively impact our eamings and
cash flow. For cxample, it is estimated that 8 hypothetical
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increase in interest rates of 100 basis points across all variable rate maturities would reduce net income by approximately $9.9 million, for the next twelve
months given our current interest rates in effect at December 31, 2009. See “Ttem 7A—Quantitative and Qualitative Disclosures about Market Risk™ for more
information. In addition, if we seek to refinance our existing indebtedness under our Senior Secured Credit Facilities, we may not be able to do so on acceptable
terms and conditions, which could increase our interest expense or impair our ability to service our indebtedness and fund our operations.

1f there are shortages of skilled clinical personnc] or if we experience 2 higher than normal turnever rale, we may expericuce disruptions in our
business operations and increases in operating expenses.

We are experiencing increased labor costs and difficultics in hiring nurses due to a nationwide shortage of skilled clinical persennel. We compete for
nurses with hospitals and other health care providers. This nursing shortage may limit our ability to expand our operations. In addition, changes in certification
requirements for skilled clinical personnel can impact our ability to maintain sufficient stafl levels to the extent our teammates are not able to meet new
requirements or competition for qualified individuals increases. I we are unable fo hire skilted clinical personnel when needed, or if we experience a higher than
normal tunover rate for our skilled clinical personnel, our operations and treatment growth will be negatively impacted, which would result in reduced revenues,
camings and cash flows.

Our business is Iabor intensive and could be adversely affected if we were unable to maintain satisfactory relations with onr employees or if union
organizing activities were fo result in significant increases in our operating costs or decreases in productivity.

Our business is labor intensive, and our results are subjcct to variations in labor-related costs and productivity. If political efforts at the national and Jocal
level result in actions or proposals that increase the likelihood of union organizing activities at our facilities or if union organizing activities increase for other
reasons, our operating costs could increase and our employee relations, productivity, eamings and cash flows could be adversely affected.

Upgrades to our billing and collections systems and complications associated with npgrades and other improvements to our billing and collections
systems could bave a material adverse effect on our revenues, cash flows and operafing results.

We are continuously performing upgrades to our billing systems and expect to continue to do so during 2010. In addition, we continuously work to
improve our billing and collections performance through process upgrades, organizational changes and other improvements. We may experience difficulties in
our ability to successfully bill and collect for services rendered as a result of these changes, including a slow-down of collections, a reduction in the amounts we
expect to collect, increased risk of retractions from and refunds to commercial and government payors, an increase in our provision for uncollectible accounts
receivable and noncompliance with reimbursement regulations. The failure to successfully implement the upgrades to the billing and collection systems and other
improvements could have a material adverse effect on our revenues, cash flows and operating results.

Our ability to effectively provide the services we offer conld be negatively impacted if certain of our soppliers are unable to meet our needs or if we are
unable to effectively access new technology, which could substantially reduce our revenues, carnings and cash flows.

We have significant suppliers that are either the sole or primary source of products critical to (he services we provide, including Amgen, Fresenius Medical
Care, Baxter Healthcare Corporation, NxStage Medical, Inc. and others or 1o which we have committed obligations to make purchases including Gambro Renal
Products. If any of these suppliers are unable to meet our needs for the products they supply, including in the event of a product recall, and we are not able to find
adequate alternative sources, our revenues, earnings and cash flows could be
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substantiaily reduced. For example, a recall of heparin by Baxter Hezlthcare Corporation in 2008 resulted in only one remaining supplier of heparin and the cost
to purchase heparin significantly increased. While an alternative supplier has entered the markey, it is possible that our heparin costs msy continue to increase and
since there is no separate reimbursement for this drug under Medicare, cost increases have a direct impact on our profitebility. In addition, the technology related
to the products critical to the services we provide is subject to new developments and may result in superior products. 1f we are not able to access superior
products on a cost-effective basis or if suppliers are not able to fulfill our requiremcnts for such products, we could face patient atirition which could substantially
reduce our revenues, carnings and cash flows.

We may be subject to linbility claims for damages and other expenses not covered by insurance that could reduce our earnings and cash flows.

The administration of dialysis and related serviccs to patients may subject us to litigation and Jiability for damages. Our business, profitability and growth
prospects could suffer if we face ncgative publicity or we pay damages or defense cosls in connection with a claim that is outside the scope of any applicable
insurance coverage, including claims related to adverse patient events, contractual disputes and professionat and gencral liability claims. In addition, we have
received several notices of claims from commercial payors and other third parties related to our historical billing practices and the historical billing practices of
the centers acquired from Gambro Healthcare and other matters related 1o their settlement ngreement with the Department of Justice. Although the ultimate
outcome of these claims cannot be predicted, an adverse result with respect to one or more of these claims could have s matcrial adverse effect on our financial
condition, resulls of operations, and cash flows. We currently maintain programs of gencral and professional liability insurnnce. However, a successful claim,
including a professional liability, malpractice er negligence claim which is in excess of our insurence covernge coutd have a material adverse effect on our

carnings and cash flows.

1o addition, if our costs of insurance and claims increase, then our carnings could decling, Market rates for insurance premiums and deductibles have been
steadily increasing. Our carnings and cash flows could be materinlly and adverscly affected by any of the following:

+ the collapse or insolvency of our insurance camiers;
= further increases in premiums and deductibles;
+ increases in the number of liability claims against us or the cost of settling or rying cases related to those claims; and

+ an inability to obtain onc or more fypes of insurance on acceptable terms,
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If businesses we acquire have libilitics that we are not aware of, we could suffer severe consequences that would sobstantially reduce our revenues,
earnings and cash Nows.

Qur business strategy includes the acquisition of dialysis centers and businesses that own and operate dialysis centers, as well as other ancitlary services
and strategic initiatives. Businesscs we acquire may have unknown or contingent liabilities or liabilities that are in excess of the amounts that we originally
estimated. Although we generally seek indemnification from the sellers of businesses we acquire for matiers that are not properly disclosed 1o us, we are not
always successful. In addition, even in cases where we are able to obtain indemnification, we may discover liabilities greater than the contractual limits or the
financia) resources of the indemmifying party. In the event that we are responsible for liabilities substantially in excess of any amounts recovered through rights to
indemnification, we could suffer severe consequences that would subsiantially reduce our revenues, earnings and cash flows.

Provisions in our charter docnmenls, compensation programs and Delaware law may deter a change of control that our stockbolders would otherwise
determine to be in their best interests.

Qur charter documents include provisions that may deter hostile takeovers, delay or prevent changes of control or changes in our management, or limit the
ability of our stockholders to approve transactions that they may otherwise determine 10 be in their best interests. These include provisions prohibiting our
stockholders from acting by wrilten consent; requiring 90 days advance notice of stockholder proposals or nominations to our Board of Directors; and granting
our Board of Directors the authority 1o issue preferred steck and to determine the rights and preferences of the preferred stock without the need for further
stockholder approval. In addition, we have in place a sharcholder rights plan that would substantially dilute the interest sought by an acquirer that our Board of
Directors does nol approve.

Most of our outstanding cmployee stock options include a provision accelerating the vesting of the options in the event of a change of control. We also
maintain a change of control protection progmm for our employees who do not have a significant number of stock awards, which has been in place since 2001,
and which provides for cash bonuses to the employces in the ¢vent of a change of control. Based on the market price of our common stock and shares outstanding
on December 31, 2009, these cash bonuses would total approximately $235 million if a change of contro! transaction occurred ot that price and our Board of
Directors did not modify this program. These change of control provisions may affect the price an acquirer would be willing to pay for our Company.

We are also subject to Section 203 of the Delaware General Corporation Law that, subject to exceptions, would prohibit us from engaging in any business
combinations with any interested stockholder, as defined in that section, for a period of three years following the date on which that stockholder became an
interestied stockholder.

These provisions may discourage, delay or prevent an acquisition of our Company at a price that our stockholders may find attractive. These provisions
could also make it more difficult for our stockholders to clect directors and take other corporate actions and could limit the price that investors might be willing
to pay for shares of our common stock,

Item 1B. Upresolved Staff Comments,

None,

Ttem 2.  Properties.

We own the land and buildings for 25 of our dialysis centers. We atsa own the buildings for six other dialysis centers and the building at one of our Florida
labs and we own one separate land parcel and sublease a total of six properties to third party tenants. Our remaining dialysis centers are located on premises that
we lease.
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Our leases generally cover periods from five 10.ten years but in some cases can extend for 15 years and typically contain renewal options of five to
ten years at the fair rental value at the time of rencwal. Cur leases are gencrally subject to periodic consumer price index increases, or contain fixed escalation
clauses. Our outpatient dialysis centers range in size from approximately 500 to 30,000 square fcet, with an average size of approximately 6,800 square fect.

The following is a summary of our business, administrative offices, laboratories and pharmacics:

OfTice

Corporate Headquarters*
Administrative Office
Administrative Office
Administrative QOffice
Administrative Office
Administrative Office
Administrative Office
Administrative Office
Busincss Office
Business Office
Business Qffice
Business Office
Business Office
Business Office
DaVita Rx

DaVita Rx

DaVita Rx

Lab Warehouse
Laboratory
Laboretory
Lsahoratory
Laboratory Administrative Office

Location Square Feel Expiration
Denver, CO 69,000 2012
Vernon Hills, IL 26,000 2013
Betlingame, CA 3,700 2012
Norfolk, VA 20,000 2015
Washington, DC 5,000 2013
Tempe, AZ 11,000 2016
Washington, DC 2,000 2013
‘Washington, DC 5,000 2013
Ei Segundo, CA 61,000 2013
Tacoma, WA 215,000 2013 through 2021
Berwyn, PA 57,000 2012
Lakewood, CO 82,000 2012
Brentwood, TN 95,000 2011
Irvine, CA 65,000 2015
Crlando, FL 17,000 2013
Coppell, TX 53,000 2013
San Bruno, CA 7,000 2015
Deland, FL 11,000 2015
DeLand, FL 40,000 Owned
DeLand, FL 20,000 2013
Ft. Lauderdale, FL 43,000 2015
Deland, FL 23,000 2011

*  As previously announced, our corporatc headquarters has been moved te Denver, Colorado. The mew lease is effective on March 1, 2010.

Some of our dialysis centers are operating at or near capacity. However, we believe that we have adequate capacity within most of our existing dialysis -
centers to accommodate additional paticnt volume through increased hours and/or days of operation, or, if additional space is available within an existing fecility,
by adding dialysis stations. We can usually relocate existing centers to larger facilitics or open new centers if existing centers reach capacity. With respect to
relocating centers or building new centers, we belicve that we can generally lease space at economically reasonable rates in the arcas planned for each of these
centers, although there can be no assurances in this regard. Expansion of existing centers or relocation of our dialysis centers is subject to review for compliance
with conditions relating to participation in the Medicare ESRD program. In states that require & certificate of need or center license, additional approvals would

gencrally be necessary for expansion or relocation.

Item 3. Legal Proceedings.
Inguiries by the Federal Government

In December 2008, we received a subpoena for documents from the Office of Inspector General, U.S. Depariment of Health and Human Services, or OIG,
relating to the pharmacentical products Zemplar, Hectorol, Venofer, Ferrlecit and Epogen ™, or EPD, as well as other related matters. The subpoena covers the
period from January 2003 1o the prescnt. We have been in contact with the United States Attorney’s Office, or U.S.
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Altorney’s Office, for the Northem District of Georgia and the U.S. Department of Justice in Washington, DC, since November 2008 relating 1o this matter, and
have been advised that this is a civil inquiry. On June 17, 2009, we learned that the allcgations were made as parl of a civil qui tam complaint filed by individuals
and brought pursuant 1o the federal Fatse Claims Act. The case remains under seal in the United States Diswict Court for the Northemn District of Georgia. We are
cooperating with the inquiry and are producing the requested records. To our knowledge, no proceedings have been initiated by the federal government against us
at this time. Although we cannot predict whether or when proceedings might be initiated, or when these matters may be resolved, it is not unusual for
investigations such as these 1o continue for a considerable period of time. Responding to the subpoena will continue to require management’s attention and
significant legal expense. Any negative findings could result in substantial financial penalties against us and exclusion from future participation in the Medicare

and Medicaid programs.

In February 2007, we received a request for information from the OIG for records relating 1o EPO claims submitted to Medicare. In August 2007, we
received a subpoena from the OIG seeking similar documenls, The requested documents relate to services provided from 2001 to 2004 by a number of gur
centers, The request and subpocna were sent from the O1G’s offices in Houston and Dallas, Texas. We are cooperating with the inquiry and are producing the
requested records. We have been in contact with the U.S. Attomey’s Office for the Eastern District of Texas, which has stated that this is a civil inquiry related to
EPO claims. On July 6, 2009, the United States Distriet Court for the Eastern District of Texas lifted the seal on the civil qui tam complaint related to these
allegations and we were subsequently served with a complaint by the relator. We belicve that there is some overlap between this issue and the ongoeing review of
EPO utilization and claims by the U.S. Attomey’s Office, for the Eastern District of Missouri in St. Louis described below. To our knowiedge, no proceedings
have been initiated by the federal government against us at this time. Although we cannot predict whether or when proceedings might be initiated or when these
matters may be resolved, it is not unusual for investigations such as these to continue for a considerable period of time, Responding to these inquiries will
continue 10 Tequire management’s attention and significant legal expense. Any negative findings could result in substantial financial penalties against us and
exclusion from future participation in the Medicare and Medicaid programs.

In March 2005, we received a subpocna from the U.S. Attorney's Office for the Eastern District of Missouri in 5t. Louis. The subpocna requires
production of a wide range of documents relating to our operations, including documents related to, among other things, pharmaceutical and other services
provided to patients, retationships with pharmaceutical companies, and financial relationships with physicians and jeint ventures. The subpoena covers the period
from December 1, 1996 through the present. In October 2005, we received a follow-up request for additional documents related to specific medical director and
joint ventute arrangements, In February 2006, we received an additional subpocna for documents, including certain patient records relating to the administration
and billing of EPO. In May 2007, we reccived a request for documents related to durable medical equipment and supply companies owned and operated by us.
We are cooperating with the inquiry and arc producing the requested records. The subpocnas have been issued in connection with a joint civil and criminal
investigation. It is possible that criminal proccedings may be initiated against us in connection with this inquiry. To our knowicdge, no proceedings have been
initiated against us at this time. Although we cannot predict whether or when proceedings might be initiatcd or when these matters may be resolved, it is not
unusual for investigations such as these to continue for a considerable period of time, Responding [0 the subpoenas will continue to require management’s
attention and significant Yegal expense. Any negative findings could result in substantial financial penalties against us, exclusion from future participation in the
Medicare and Medicaid programs and criminal penaltics.

Other

We have received several notices of claims from commercial payors and other third partics related to historicat billing practices and ¢laims against DVA
Renal Healthcare (formerly known as Gambro Healthcare) refated 1o historical Gambro Healthcare billing practices and other matters covercd by their 2004
settlement agreement with the Department of Justice and certnin agencics of the U.S. government. At least one commercial
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payor has filed an arbitra
these claims vigorously;

tion demand against us, as described below, and additional commercial payors have threatened litigation. We intend to defend against
however, we may not be successful and these claims may lead 10 litigation and any such litigation may be resolved unfavorably.

Several wage and hour claims have been filed against us in the Superior Court of California, each of which has been styled as a class action. In February
2007, June 2008, October 2008 and December 2008, we were served with five separate complaints, including twao in October 2008, by various former employees,
each of which slleges, among other things, that we failed 10 provide rest end meal periods, failed to pay compensation in lieu of providing such rest or meal
periods, failed to pay the correct amount of overtime, failed 10 pay the rate on the “wage statement,” and failed to comply with ecrtain other California labor code
requirements. We have reached a tentative setlemcnt ih the complaints served in February 2007 and December 2008 and onc of the complaints served in October
2008. That sctilement has been partially approved by the court and we are waiting for final courl approval of the last part of the settlement. We intend to
vigorously defend against the remaining claims and (o vigorously oppose the certification of the remaining matters as class actions.

In August 2007, Sheet Metal Workers National Health Fund and Glenn Randle filed a complaint in the United States District Court for the Centrat District
of California against us. The complaint afso names as defendants Amgen Inc. and Fresenuis Medical Care Holdings, Inc. The complaint is styled as a class action
and alleges four claims against us, including violations of the federal RICO statute, California’s unfair competition law, Califormnia’s false advertising law and for
unjust enrichment, The complaint’s principal allegations against us are that the defendants engaged in a scheme to unlawfully promote the administration of EPO
to hemodialysis patients intravenously, as opposed to subcutancously, and to over-utilize EPO. On December 17, 2008, the Court dismissed the complaint and
allegations in their entirety with permission of plaintiffs to amend the complaint. We were not named as 2 defendant in plaintifis’ amended complaint. In June
2009, the Court dismissed the remainder of the case. Following the dismissal, plaintiffs fited a notice of appeal. The notice of appeal secks review by the U. 8.
Court of Appeals for the Ninth Circuit of all of the district court’s dismissal rulings, including the ruling dismissing us as a defendant. We intend to continue to

vigorously defend this claim.

In October 2007, we were eontacted by the Attomey General’s Office for the State of Nevada. The Attomey General’s Office informed us that it was
conducting a civil and criminal investigation of our operations in Nevada and that the investigation related to the billing of pharmaceuticals, including EPO. In
February 2008, the Attorney General’s Office informed us that the civil and criminal investigation has been discontinued. The Attorncy General's Office further
advised us that Nevada Medicaid intends to conduct audits of end stage renal diseasc (ESRD) dialysis providers in Nevada, including us, and that such audits will
relate to the issues that were the subjects of the investigation. To our knowledge, no court procecdings have been initiated against us at this time. Any ncgative

audit findings could result in a substantial repayment by us.

1n August 2005, Biue Cross/Bluc Shield of Louisiana filed a complaint in the United States District Court for the Western District of Louisiana against
Gambre AB, DVA Renal Healthcare (formerly known as Gambro Healthcare) and related entitics. The plaintiff sought to bring its claims as a class action on
behalf of itself and all entities that paid any of the defendants for health care goods and services from on or about Janeary 1991 through at least December 2004.
The complaint alleged, among other things, damages resulting from facts and circumstances underlying Gambro Healthcare's 2004 setitement agreement with the
Department of Justice and certain agencies of the U.S. govemment. In March 2006, the case was dismissed and the plaintiff was compelled to seek arbitration to
resolve the matter. In November 2006, the plaintiff filed a demand for class arbitration against us and DVA Renal Healthcare. We intend to vigorously defend
against these claims. We also intend 1o vigorousty oppose the certification of this matter as a class action. At this time, we cannot predict the vitimate outcome of

this matter or the potential range of damages, if any.

In June 2004, Gambro Healthcarc was served with a complaint filed in the Superior Court of California by one of its former employees who worked for its
California acute services program. The complaint, which is styled as a class action, alleges, among other things, that DVA Renal Heaithcare failed to provide

overtime
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wages, defined rest periods and meal periods, or compensation in licu of such provisions and failed to comply with certain other California labor code
requircments. We intend to vigorously defend against these claims. We also intend to vigorously oppose the certification of this matter as a class action. At this
time, we cannot predict the ultimate cutcome of this maticr or the potential range of damages, if any.

In sddition to the foregoing, we are subject to claims and suits, including from time to time, contractuel disputes and professional and gencral liability
claims, as well as audits and investigations by various govemment entities, in the ordinary course of business. We believe Lhat the ultimaie resolution of any such
pending proccedings, whether the underlying claims are covered by insurance or not, will not have a material adverse effect on ils financial condition, results of

operations or cash flows.

Item 4. Submission of Maners to a Vote of Securities Holders.
No matiers were submitled to a vote of security holders during the fourth quarter of 2009.
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Item 5.

PART 1l

Market for the Regisirant’s Common Equity, Related Stockhotder Matters and Issuer Purchases of Equity Securities.

Our common stock js traded on the New York Stock Exchange under the symbot “DVA™. The following table sets forth, for the periods indicated, the high
and low closing prices for our common stock as reported by the New York Stock Exchange.

Year ended December 31, 2009:
151 quarter
2nd quarter
3rd quarter
4th quarter
Year ended December 31, 2008:
1st quarter
2nd quarter
3rd quarter
4th quarter

High Low
$ 53.04 54234
49.56 42.36
56.64 47.78
61.55 53.03
55523 $42.48
53.86 47.79
60.01 52.64
56.75 42.66

The closing price of our common stock on January 29, 2010 was $359.76 per share. According to The Baok of New York, our registrar and transfer agent,
as of January 29, 2010, there were 8,315 holders of record of our common stock. We have not declared or paid cash dividends to holders of our common stock
since 1994, We have no current plans to pay cash dividends and we are restricted from paying dividends under the tenns of our Senior Secured Credit Facilities
and the indentures goveming our senior and senior subordinated notes. Also, sce the heading “Liquidity and capital resources™ under “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and the notes to our consolidated financial statements.

Stock Repurchases

The following table summarizes our repurchases of our commeon stock during 2009:

Total Number
of Avernge

Shares Price Puid

Period Purchased per Share
March 1—31, 2009 744,400 $ 4301
September 1—30, 2009 1,108,784 56.25
October 1—31, 2009 1,049,435 56.32
Total 2,902,619 § 5288

Total Number Approximate Dollar Valne

of Shares Purchased as of Shares that Moy Yet Be
Part of Publicly Porchased Under the

Annocunced Plans or Flans or Programs
Progroms(1) (in millions)

744,400 3 121.5

1,108,784 59.1

1,04%,435 500.0

2,902,619

{})  On September 11, 2003, we announced that the Board of Directors authorized the repurchase of up to $200 million of our common stock, with no
expiration date. On November 2, 2004, we announced that the Board of Directors approved an increase in our authorization to repurchase shares of our
common stock by an additional $200 million. On May 1, 2008, our Board of Directors authorized an increase of an additional $143.5 miilion of
repurchases of our common stock. On November 3, 2009, we announced that the Board of Directors authorized an increase of an additicnal $500 million

for repurchases of our common stock,

This stock repurchase program has no expiration date. We are authorized to make purchases from time to time in the open market or in privately
negotiated transactions, depending upon markct conditions and other considerations. However, we are subject to share repurchase limitations under the terms of
the Senior Secured Credit Facilities and the indentures govemning our senior and senioy subordinated noles.

Source: DAVITA INC, 10-K, February 25. 2010
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Ftem 6. Selected Financial Data.

The following financial and opcrating data should be read in conjunction with “ltem 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations” and our consolidated financial statcments filed as part of this report. The following table presents selected consolidaled financial and
operating data for the periods indicated. Effective January 1, 2009, we were required to present consolidated net income atiributable to us and 1o noncontrolling
interests on the fnce of the consolidated statement of income, which changed the prescatation of minority intercsts (nancontrolling interests) in our consolidated
staternents of income. These consolidated financial resuits have been recast for all prior periods presented to reflect the retrospective application of adopting
these new presentation and disclosure requirements for noncontrolling interests. The operating results of DVA Renal Healthcare are included in our operating
results from October 1, 2005, and the operating results of the historical DaVila divesied centers are reflected as discontinued operations in our consolidated
statements of income for 2005.

Year ended December 31,
200% 2008 2007 2006 2005
(in 1thousands, except share data)

Income statement data:

Net operating revenues(1) $ 6,108,800 $ 5,660,173 $ 5,264,151 $ 4,380,662 $ 2,973,918
Operating cxpenses and charges(2) 5,168,529 4,791,077 4355240 4,103,089 2,485,052
Operating incomc 940,271 869,096 908,911 777,573 488,866
Debt expense(3) (185,755) (224,716) (257,14T) (276,706) {139,586)
Swap valuations gain, net(4) — — — — 4,548
Refinancing charges(5) —_ — — — (8,170)
Otber income, net(6) 3,708 12,411 22,460 13,033 8,934
Income from continuing operations before income taxes 758,224 656,791 674,224 513,900 354,592
Income tax expense 278,465 235,471 245,581 186,430 123,675
Income from continuing operations 475,759 421,320 428,643 327470 230,917
Income from discontinued operations, net of tax(7) — — —_— 1,747 14,376
Gain on disposal of discontinued operations, net of ux(7) — — — 362 §,064
Net income $ 479,759 b3 421,320 $ 428,643 $ 329,579 $ 253,357
Less: Net income attributable to noncontrolling interests(8) $ (57,075) 5 {47,160) by (46,865) $ (39,388) $ (24,714)
Net income attributable to DaVita Inc. s 422,684 . s 374,160 5 381,778 3 289,691 $ 228,643
Basic earnings per common share from continuing

operations attributable to DaVita Inc.(7) $ 4.08 § 3.56 $ 3.61 $ 279 $ 2.06
Diluted carnings per common share from continuing

operations stiributable to DaVita Inc.(7) $ 4.06 $ 31.53 $ 3.55 $ 2.73 $ 1.99
Weighted average shares owstanding:(10)
Basic 103,604,000 105,149,000 105,893,000 103,520,000 100,762,000
Diluted 104,168,000 105,940,000 107,418,000 105,793,000 104,068,000
Ratio of eamings to fixed charges(9) 3.58:1 3.01:1 292:1 238:1 2.86:1
Balance sheet data:
Working capilal § 1,255,580 $ 965,233 $ 889,917 ) 597,324 $ 664,675
‘Total assets 7,558,236 7,286,083 6,943,960 6,491,816 6,279,762
Long-term debt 3,532,217 3,622,421 3,683,887 3,730,380 4,085,435
Total DaVita Inc. shareholders’ cquity(10} 2,135,066 1,767,747 1,504,285 1,139,333 740,122

* (1)  Net operating revenues include §3,77) in 2005 of Medicare lab recoveries relating to prior ycars® services.
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Approximately 95% of our 2003 consolidated net operating revenues were derived directly from our dialysis and related lab services busincss.
Approximately 84% of our 2009 dialysis and reiated Jab services revenues were derived from outpatient hemodialysis services in the 1,498 centers that we
consolidate, which are either wholly-owned or majority-owned. Other dialysis scrvices, which are operationally intcgrated with our dialysis operations, arc
peritoneal dialysis, home-based hemodialysis, and hospital inpatient hemodialysis services. These services collectively accounted for the balance of cur 2009
dialysis and relatcd lab services revenucs. We also generate management fees from management and administrative services o certain third-party-owned dialysis
centers and dialysis centers that we own an equity investment in. These management fees represent less than 1% of our dialysis and related lab services revenues.

Our other business operations include ancillary services and strategic initiatives which are primarily aligned with our corc business of providing dialysis
services to our network of patients. These consist primarily of pharmacy services, infusion therapy services, disease management services, vascular access
serviges, ESRD elinical research programs and physician services. These services generated approximately $317 million of net operating revenues in 2009, or
approximately 5% of our consolidated net operating revenues, Overall our ancillary services and strategic initiatives decreased their operating losses from $30
million in 2008 to $18 million in 2009, primarily as a result of improved profitability in our pharmacy and disease management businesses, We currently expect
to continue to invest in our ancillary services and strategic initiatives as we work to develop successful new business operations. However, any significant change
in market conditions, business performance or in the regulatory environmenl may impact the economic viability of any of these strategic initiatives. Any
unfavorable changes could result in a write-off or an impairment of some or all of our investments, including goodwill, in these strategic initiatives, or could also
result in significant termination costs if we were to exit a cerfain linc of business.

The principal drivers of our dialysis and related lab services revenues are:

« the number of treatments, which is primarily a function of the number of chronic paticnts requiring approximately three treatments per week, as well as,
to a lesser extent, the number of weatments for peritoneal dialysis services and home-based dialysis and hospital inpatient dialysis services;

+ average dialysis revenue per treatment, and

+ the number of laboratory paticnt tests,

The total patient base is a relatively stable factor, which we believe is influenced by & demographically growing need for dialysis services, our
relationships with referring physicians together with the quality of our clinical care, and our ability 1o open and acquire new centers. Our ycar-over-year
treatment volume growth was 4.9% in 2009,

Avcrage dialysis and related lab services revenue per reatment is primarity driven by our mix of commercial and government {principally Medicare and
Medicaid) patients, the mix and intensity of physician-prescribed pharmaceuticals, commercial and government payment rates, and our billing and collecting
operations performance.

On average, payment rates from commercial payors are significanily higher than Medicare, Medicaid and other government program payment rates, and
therefore the percentage of commercial patients to total patients represents a major driver of our total average dialysis revenue per ireatment. The pereentage of
commercial palicnis covered under contracted plans as compared to commercial patients with out-of-network providers can also significantly affect our average
dialysis revenue per treatment. In 2009, the growth of our government-based patients, driven primarily by growth in Medicare-assigned plans, which we believe

is largely as a result of improved rmortality and the current cconomic recession, outpaced the prowth in our commercial paticnts, which negatively impacted our
average dialysis revenue per treatment as & resuli of receiving lower payment rates associated with these edditional government-based paticnts.
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The following table summarizes our dialysis and related lab services revenues for the year ended December 31, 2009:

Revenues
Medicare and Medicarg-assigned plans - I OE e T -1 5T
Medicaid and Medicaid-assigned plans &%
[Dther government-based programs .. _ [T o4
Total government-based programs . . 65%
Commercial (including hospifal dialysis sérvices) .~ - o . 1 .1 3525 ]
Total dialysis and related Inb services revenues - 100%

Government payment rates arc principally detcrmined by federal Medicare and state Medicaid policy. These payment rates have historically had limited
potential for rate increases and are sometimes at risk of reduction as federal and state governments face increasing budget pressures. Medicare payment rates for
diatysis services through 2008 have not been routinely increased to compensate for the impact of inflation. In July 2008, MIPPA was passed by Congress which
introduced a new payment system for dialysis services beginning in January 2011 whereby ESRD payments will be made under a bundled payment rate which
will provide for a fixed rate for ail goods and services provided during the dialysis treatment. The legislation also provided for an increase in the composite rate
of 1% cffective January 1, 2009 and an additional 1% cffective January 1,2010. On September 15, 2009, CMS released the proposed mule regarding the new
bundled payment rate system. The initial 2011 bundled rate is required to be set hased on a 2% reduction in the payment rate that providers would have received
under the historicnl fee for service payment methodology and based on the lowest average industry pharmaceutical utilization from 2007 to 2009. The combined
effect of the adjustments provided in the proposed rule would result in a bundled rate that represents a significantly preater than 2% reduction in the payment rate
that we would have received for our services prior to bundling, The proposcd nile also requires, among other things, the new single bundled payment base rate to
be adjusted annually for inflation based upon a market basket index, less 1% of such index, beginning in 2012. Dialysis providers have the oplion to move fuily
to the bundled payment system in 201§ or to phase in the payment system over three years.

Dielysis payment rates from commercial payors can vary significantly and a major portion of our conunercial rates are set at contracted amounts with large
payors and are subject to intense negotiation pressure. In 2009, we were successful in maintaining and in some instances incrensing average payment rates,
resulting in an aggregate increase in average payment rates for patients with commercial plans. However, we are continuousty in the process of negotiating
agreements with our comnmercial payors and payors arc aggressive in their negotiations. If our negotiations result in overall commercial rate reductions in excess
of overall commercial rate increases, this would have a material adverse effect on our operating results. In addition, if there are sustained or increased job losses
in the United States as a result of current econemic conditions, or depending upon changes to the healthcare regulatory system, we could experience a decrease in
the number of patients under commercial plans. We also expect that some of our contracted rates with commercial payors may decresse of we may experience
decreases in patient volume as our negotiations with commercial payors continue. In addition, payors have been attempting to impose restrictions and limilations
on non-contracted or out-of-network providers, which could further decrease our commercial rate revenucs sinee rates for out-of-network providers arc on

average higher than rates for in-network providers.

Approximately 30% of our dialysis and related Jab services revenues for the year ended December 31, 2009 were from physician-prescribed
pharmaceuticals, with EPO sccounting for approximately 20% of our dialysis and related lab services revenues. Therefore, chunges in physician practice
paticmns, pharmaceutical protocols, pharmaceutical intensitics and changes in commercial and governmental payment rates for EPO sighificantly influence our
revenue. For example, elfective January 2008, changes to the EPO monitoring policy went into effect which lusther limited reimbursements and impacted the
prescriving habits of our physicians, which
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resulted in Jower pharmaccutical intensities during 2008. Tn 2009, the intensitics of physician-prescribed pharmaceuticals increascd slightly from 2008, which
helped contribute to an increasc jn our average dintysis and related lab services revenue per treatment.

Our operating performance with respect (o dialysis scrvices billing and collection can also be a significant factor in how rmuch average dialysis and related
lab services revenue per treatment we actually realize. Over the past several years we have invested heavily in new systems and processes that we believe have
helped improve our operating performance and reduced our regulatory compliance risks and we cxpect 10 continue to improve these systems. In 2009, we
continued 1o upgrade our systems and implemented process changes and will continue 1o de so in 2010 as necessary to improve our bitling and collection
performance. However, as we implement these system upgrades, our collection performance as well as our dialysis and related Jab services revenue per treatment
could be negatively impacted,

Our revenue recognition involves significant cstimation risks. Our estimates are developed based on the best information available to us and our best
judgment as to the reasonably assured collectibility of our billings as of the reporting date based upon our actual historical collection experience. Changes in
estimates are reflected in the then-current period financial statements based upon on-going actual experience rends, or subscquent setflements and realizations
depending en the nature and predictability of the estimates and contingencies.

Our annual average dialysis and related lab services revenue per trestment was approximately $340, $334 and $334 for 2009, 2008 and 2007, respectively.
In 2009, the increase in our average dialysis and relatcd lab services revenue per treatment was primarily due to a 1% increasc in the Medicare composite rate, an
increase in our commercial payment rates, an increase in our reimbursernent rates for EPO and other pharmaceuticals and an increase in the intensities of
physician-prescribed pharmaceuticals, partially offset by changes in the mix of our commercial payors. In 2008, the average dialysis and related lab services
revenue per treatinent was flat as comparcd to 2007, but was impacted by some commercial rate compression that occurred in tate 2007, a decrease in the
intensities of physician-prescribed pharmaceuticals offset by ehanges in mix and ratcs of some of our other commercial payors. Our ability to negotiate
acceptable payment rates with commercial payors, changes in the mix and intensities of physician-prescribed pharmaceuticals, government payment policies
regarding reimbursement amounts for dialysis treatmenis and pharmaceuticals, including the bundiing of such services, and changes in the mix of government
and commercial payors may materially impact our average dialysis and related lab services revenue per treatment in the future.

The principa) drivers of our dialysis and related lab services patient care costs are clinical hours per treatment, labor rates, vendor pricing of
pharmaceuticals, utilization levels of pharmaceuticals and business infrastructure, including the operating costs of our dialysis centers, and compliance costs.
Howecver, other cost calegorics can also represent significant cost variability, such as employee benefit costs and insurence costs. Our average clinical hours per
treatment have remained relativety stable over the past few years primarity becanse of improved efficiencies driven by reduced clinical teammate turnover and
improved training and processes. In 2009, we were able (o reduce our average clinical hours per treatment from 2008 as a result of continued productivity
impravements primarily through reduced teammate tumover and the fact (hat 2008 was negatively impacted by the implementation of new federal guidelines.
We continug to strive for improved productivity levels, however we may not be able to sustain our 2009 performance as changes in federal and state policies can
advcrsely impact our ability to achieve optimal productivity lcvels, as would improvements in the U.S. economy, which could stimulate additional competition
for skilted clinical personnel, and result in higher teammate turnover. In 2009 and 2008, we also experienced an increase in our labor rates of approximately 2.5%
and 3.5%, respectively, as labor rates have increased consistent with gencral industry trends, mainly due to the demand for skiliced clinical personne!, along with
general inflation increases, In 2009, we expericnced an increase in our pharmaccutical costs, mainly related to EPO, which increased by approximately 2%. In
addition, our agreement with Amgen for the purchase of EPO provides for specific rebates based on a combination of factors, in¢cluding process improvement and
data submission, which could ncgatively impact our camings if we are unable ta continue to qualify for these rebates. In 2009, we experienced increases in our
infrastructure and operating costs of our dialysis centers, primarily due to the number of new centers opencd, and gencral increases in rent, utilities and repairs
and maintenance.
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General and administrative expenses have remained relatively constant as a percent of consolidated revenucs over the past three years. However, this
reflects a substantial increase in the dotlar amount of spending related to strengthening our dialysis business, improving our regulatory compliance and other
operational processes, responding 1o certain legal matters and supponting the growth in our ancillary services and strategic initiatives. We expect that the level of
general and administrative expenses will be sustained and may vary depending upon the level of invesument we make in our long-term initiatives, including
further investments in our ancillary services and strategic initiatives, and to support our regulatory compliance efforts.

Outlook for 2010. Currently, we 5till expect our operating income for 2010 to be in the range of $950 million 1o $1,020 million and we also expect our
operating cash flows for 2010 to be in the range of $675 million to $725 million. These projections and the vnderlying assumptions involve significant risks and
uncertainties, and actual results may vary signifieantty from these current projections. These risks and uncerteintics, among others, include those relating to the
concentration of profits generated from commercial payor plans, continued downward pressure on average realized payment rates from commercial payors,
which may result in the Joss of revenue or patients, 2 reduction in the number of patients vnder higher-paying commercial plans, a reduction in govermnment
payment rates or changes to the structure of payments under the Medicare ESRD program or olher government-based programs, including, for example, the
implementation of a bundled payment rate system which will lower reimbursement for services we pravide to Medicare patients, changes in pharmaceutical or
anemia management practice patterns, payment policies or pharmaceutical pricing, our ability to maintain contracts with physician medical direciors, legal
compliance risks, including our continued compliance with complex govemnment regulations and the resolution of ongoing investigations by various federal and
state government agencies. You should read “Risk Factors” in Item 1A of this Annual Repon on Form 10-K and the cautionary language contained in the

' forward-looking statements and associated risks as discussed on page 38 for more information about these and other potential risks. We undertake no obligation
to update or revise these projections, whether as a result of changes in underlying factors, new information, future cvents or otherwise.

Results of operations ‘

We operate principally as a dialysis and related lab services business but also operate other ancillary services and strategic initiatives. These ancillary
services and strategic initiatives consist primarily of pharmacy scrvices, infusion therapy services, disease managemcnt services (VillageHeallh), vascular access
services, ESRD elinical research programs and physician services. The dialysis and related lab services business qualifies as a separately reportable segment and
all of the other ancillary services and stratcgic initiatives have been combined and disclosed in the other segments category.

Following is a summary of consolidated operating results for reference in the discussion that follows.
Year ended December 31,

2009 2008 1007
{dollar amounts rounded to nearest million)

Net operaling revenues:

Current period services $6,109 100%  § 5,660 100%  § 5264 100%
Operating expenses and charges:
Patient care costs 4,249 0% 3,920 69% 3,590 68%
- General and administrative 532 7 % 508 9% 491 9%
Dcpreciation and amortization 229 4% 217 4% 193 4%
Provision for uncollectible accounts 162 1% 146 3% 137 3%
Equity invesiment income n — aua — 1y —
' Valuation gain on alliance and product supply agreement — i — - (55 _(%
Total operating expenses and charges 5,169 _B5% 4,791 8% 4,355 _B83%
Operating income : $§ 940 15% & B69  15% § 909 17%
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The following table summarizes consolidated net operating revenues:

Year ended
2009 1003 2007
{dollar aAmounts rounded to nearest million)

Dialysis and rclated lab services $ 5792 £ 5415 $ 5130
Other—ancillary serviccs and strategic initiatives 317 245 134

Consolidated net operating revenues $ 6,109 5 5,660 5 5264

The following table summarizes consolidated operating income:

Year ended
2009 200&2! 2007!] }(2)
(dollay amounts rounded to nearest million)

Dialysis and refated lab services 5 1,000 5 939 5 990
Other—ancillary services and strategic initistives loss {18) (30} (48)

Total segment opereting income 982 910 942
Reconciling items:

Stock-based compensation (#) (41) (34)

Equity investment income 2 1 1

Consolidaicd operating income 940 869 909

Reconciliation of non-GA AP measures:
Less: Gains on insurance settiements — — (7

Valuation gain on the alliance and product supply agreement — — (5%)

Non-GAAP consolidated operating income $ %40 3 869 $ 847

(1) In 2007, we have excluded valuation gains on Lhe alliance and product supply agreement with Gambro Renal Products Inc. (the Product Supply
Agrecment) as wel! a5 gains on insurance seftlements from Hurricane Katrina from non-GAAP adjusted consotidated operating income in 2007 because
management believes that this presentation enhances a user’s understanding of our normal consolidaled operating income by excluding a non-recurring
non-cash gain that resulted from the termination of our purchase obligation for dialysis machines from Gambro Renal Products Inc. under the Product
Supply Agrcement as well as an unusuel insurence gain, and as a result is both more meaningful and comparable to our currcnt and prior period results,
and more indicative of our normal consolidated operating income.

(2)  Certain costs previously reported in ancillary services and strategic initiatives have been reclassified to dialysis and related lab services to conform to the
current year presentation,

Consolidated net operating revenues

Coensolidated net operating revenues for 2009 increased by approximately $449 million or approximately 7.9% from 2008. This increase was primarily due
1o an increasc in dialysis and related 1ab services net revenues of approximately $377 million, principally due to increased treatments, and an increase of
approximately $72 million in Lhe ancillary services and sirategic initiatives nct revenues primarily from growth in our pharmacy services, VillageHealth scrvices
and froin our infusion therapy scrvices.

Consolidated net operating revenues for 2008 increased by approximately $396 million or approximately 7.5% from 2007. This increase was primarily duc
1o an increast in dialysis and related ab services net revenues of approximately $285 million, principally due to increased treatments, and an increase of
approximately $111 million in the ancillary services and sirategic initiatives net revenues primarily from growth in our pharmacy services, VillageHealth services
and from our infusion therapy scrvices.
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Consolidated operating income

Consolidated operating income of $940 million for 2009 increased by approximately $71 million from 2008. This inctease was primarily attributable to an
increase in revenue as a result of non-acquired treatment growth in dialysis and related lab services, as well as an increase in our dialysis revenve per treatment of
approximately $6 as described below. Operating income also increesed as a result of cost control initiatives, improved productivity and lower operating losses in
our ancillary services and strategic initiatives, which losses were reduced by approximately $12 million in 2009, partially offset by the negative impact of higher
pharmaceutical, Jabor and benefit costs, and increeses in other opernting costs of our dialysis centers.

Consolidated operating income was $869 million for 2008, as compared 1o $909 million for 2007, Consolidated operating income in 2007 included a
valuation gain of $55 mitlion on the Product Supply Agreement and the §7 million insurance scttlemcnt related to Hurricane Katrina. Excluding the valuation
gain on the Product Supply Agreement and the insurance settlement in 2007, our consolidated operating income for 2008 would have increased by approximately
$22 million, compared to the adjusted operating income for 2007. This increase in consolidated operating incame for 2008 as compared to adjusted operating
income for 2007 was primarily due to reatment growth in dialysis and related lab services revenues, combined with growth i revenue in ancillary services and
strategic initintives outpacing increases in our operating expenses. Our ancillary scrvices and strategic initiatives net operating losses were reduced by
approximately $18 million in 2008. Howcver, our consolidated operating income for 2008 was negatively affecied by rising Jabor costs, the absence of a
Medicare rate increase, the impact of some commercial rate compression that oceurred in late 2007, decreases in intensities of physician-prescribed
pharmaccuticals, an increase in the operating costs of our dialysis centers, driven in pari by the number of new dialysis centers opencd and from centers
construeted but pending state and/or federal certification, an increase in pharmaccutical costs (primarily heparin) and an increase in stock-bascd compensation
costs.

Operating segments
Dialysis and Related Lab Services

Year ended
2009 2008 2007
{dollar amzounts rounded to nearest million, except
__per ireatment data)
Revenues _ o L - ] B ] 5792 - % | 5415 .8 1 5130
Segment operating income 3 1,000 5 939 b3 990
[Dialyss treatments * j ] [ [ 17,010,450 [ 6217007~ 1. .J15318,995
Avcrape dialysis treatments per rcatment day _ 54,433 51,663 48,942
[Avcrage dialysis and related iab scrvices revenue per treatment | 8] 340 B L 33ds T8 [ o334

Net operating revenues

Diialysis and related lab services nct operating revenues for 2009 increased by approximately $377 mitlion or approximately 6.9% from 2008. The increase
in net operating revenues was primarity duc to an increase in the number of treatments of approximately 4.7%, and an increase in the average dialysis revenue
per reatment of approximatcly $6, or 1.9%. The incrcase in the number of treatments was primarily due to an increase in non-acquired treatment growth at
existing and new centers and growth through acquisitions. The increase in the average dialysis revenue per treatment in 2009, as compared to 2008, was
primarily due to a 1% Medicare increase in the Medicare composite raic, an increase in our commercial payment rates, an increase in our reimbursement rates for
EPO and other pharmaceuticals, and an increase in (he intensities of physician-preseribed pharmaceuticals, partially offsct by changes in the mix of our
commercial payors.

Dialysis and related lab services net operating revenues for 2008 increased by approximately $285 million or approximately 5.6% from 2007. The increase
in net operating revenucs was primarily due to an increase in the
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number of treatments of approximately 5.7%, offsct by a slight dccrease in the sverage dinlysis revenue per treatment. The increase in number of treatments was
primarily duc to an increase in the number of treatment days in 2008, as compared to 2007, and non-acquired treatment growth at existing and new centers and
growth through acquisitions. The decrease in the average dialysis revenue per (reatment in 2008, as compared to 2007, was primarily due to the impact of some
commercial rate compression that occurred in late 2007, decreases in intensity of physician-prescribed pharmaceuticals, partially offset by changes in the mix and
rates of some of our other commercial payors.

The following table summarizes our dialysis and related lab services revenues by modality for the year ended December 31, 2009

Revenue
percentages
(Ompatient hemodialysis centets "~ .. T j ST [ R
Peritoneat dialysis and home-based hemodialysis ' 11%
Hospital inpaticnt hepiodialysis P RS ) R T I
Total dialysis and related lab services revenues 100%

In addition to reimbursements for dialysis treatments, the other major component of dialysis and related lub services revenues is the administration of EPO
and other pharmaceuticals as part of the dialysis treatment, which represents slightly more then 30% of total dialysis and related lab services revenues for the
year ended December 31, 2009. '

Approximately 65% of our total dialysis and related lab services revenues for the year ended December 31, 2009 were from government-based programs,
principally Medicare, Medicaid, and Medicare-assigned plans, representing approximately 88% of our toal patients. Approximately 35% of our diatysis and
related lab services revenues and 12% of our patients ase associated with commercial payors. Less than 1% of our dialysis and relaicd lab services payments are
due directiy from patients. No single commercial payor accounted for more than 5% of 1otal dialysis and related lab services revenues for the year ended
December 31, 2009.

On average we are paid significantly more for services provided to patients covered by commercial henjtheare plans than we are for patients covered by
Medicare, Medicaid or other government plans such as Medicare-assigned plans. Paticnts covered by commercial health plans transition to Medicare coverage
after 2 maximum of 33 months. As a paticnt transitions from commercial coverage to Medicare or Medicaid coverage, the payment ratcs normally decline
suhstantially. As of December 31, 2009, the Medicare ESRD dialysis reatment rates for our patients were between $150 and $167 per treatment, or an overall
averuge of §159 per reatment, excluding the adminisiration of separately billed pharmaceuticals. Medicare payment rates are insufficient to cover our costs
associated with providing dialysis treatments, and therefore we lose money on cach Medicare treatment.

Mearly all of aur nct earnings from dinysis and related Jab services are derived from commercial payors, some of which pay at ncgotisted payment rates as
cstablished by contract and others of which pay based on our usual and customary fec schedule. We ate eontinuously in nicgotiations wilh commercial payors for
contracted rates and some of these payment rates are under downward pressure as we negotinte these rates with large HMOs and insurance carriers and wc ¢xpect
this trend {o continue, We also expect thal we may experience decreases in patient volume a5 our negotiations with commereial payors continue. In addition,
payors have been atiempting to impose restrictions and limitations oo non-contracted or out-of-network providers, in which we receive higher payment rates than
for in-network providers. If we experience a net overall reduction in our contracted and nan-contracted commercial rates as a result of these negotiations or
Testrictions, it could have a material adverse effect on our operating results.

Our average dialysis and related 1ab services revenue per (reatment can be significantly impacted by several major factors, including our ability to
negotiate acceplable payment rates with centracted and non-contracted
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commercial payors, changes in the mix and intensities of physician-prescribed pharmacenticals, govermment payment policics regarding reimbursement amounts
for dialysis treatments and pharmaceuticals, including the bundling of such services and changes in the mix of government and non-government paymenis.

Operating expenses and charges
Patient care costs. Dialysis and refated lab services patient care costs are those costs directly associnted with operating and supporting our dialysis
centers and consist principally of labor, pharmaceuticals, medical supplies and operating costs of the dialysis centers, The dialysis and related lab services patient
care costs on a per treatment basis were 5234, $230 and $227 for 2009, 2008, and 2007, respectively. The $4 increase in the per treatment costs in 2009 as
comparcd to 2008 was primarily aftributable to higher labor rates and benefit costs, an increase in pharmaceutical costs, an increasc in other operating costs of
our dialysis centers and 1 increase in the intcnsities of physician-prescribed pharmmaceuticals, partially offset by improved productivity.

Dialysis and related lab services patient care costs on a per treatment basis increased by approximetely $3 in 2008 as compared to 2007. The increase in
the per treatment costs was primerily attributable to an increase in labor rates as well as the negative impact on productivity during the year as we implemented
new federal guidelines. Additionally, we experienced an increase in the operating costs of our dialysis centers driven in part by the number of new centers opened
and from centers constructed but pending state and/or federal certification, and an increase in pharmaceutical costs, partially offsct by a decrease in the intensities
of physician-prescribed pharmeceuticals.

General and administraiive expenses.  Dialysis and related lob scrvices general and administrative expenses for the years ended 2009, 2008 and 2007
were approximatcly $427 million, $402 million and $400 million, respectively. The increase of approximatcly $25 million in 2009 as compared to 2008 was
primarily due to increases in labor and benefit costs, partially offset by the timing of certain other expenditures. The increase in general and administrative
expenses of approximately $2 million in 2008 as compared to 2007, was primarily due to increases in labor costs and the timing of certain other expenditures,
mainly offset by lower iniegration costs and lower professional fees. ‘

Depreciation and amortization. Dialysis and relatcd lab services depreciation and amortization expenses for 2009, 2008 and 2007 were approximately
$222 miltion, $210 million and $189 million, respectively. The increase of approximately $12 million in dcprecintion and amortization for dialysis and related
lab services in 2009 as comparcd 1o 2008 was primarnly due to growth through new center developments and expansions. The increase in depreciation and
amortization of approximately 521 million in 2008, as comparcd to 2007, was primanily duc to growth through new center developments and cxpansions and a
change in ameniization associated with amendments to the Product Supply Agreement.

Provision for uncollectible accounts receivable.  The provision for uncollectible rccounts receivable for dialysis and related lab services was 2.7% for
2009 and 2.6% for 2008 and 2007, The increase in the provision for uncollectible accounts in 2009 was primarily to reflect a slowdown in the timing of payments
from some of our non-government payors, The current provision level of 2.7% may increase if we encounter problems with our billing and collection process as

aresult of sustained weakness in the U.S. economy.

Operating income
Dialysis and rclated |eb services operating income for 2009 increased by approximately $61 million as compared to 2008, The increase in the operating
income for 2009 as compared to 2008 was primarily due to growth in the number of dialysis treatments, an increase in the dialysis revenue per treatment of
approximetely $6 as described above. The dialysis and relpted lab services operating mcome also increased as a result of certain cost contro! initiatives and
improved productivity, but was negatively impacted primarily by higher labor and benefit costs, an increase in pharmaceutical costs and an increasc in other
operating costs of our dialysis centers,
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Dialysis and related tab services operating income for 2008 decreased by approximately 551 million as compared to 2007, Operating incotne in 2007
included a valuation gain of $55 million on the Product Supply Agreement and $7 million of insurance settlements relating to Hurricane Katrina as discussed
above. Excluding these items, operating income for 2008 would have increased by approximately $11 million as compared to adjusted operating income for
2007. The increase in the operating income for 2008 as compared to adjusied operating income for 2007 was primarily due 10 growth in the volume of revenue
outpacing increases in ccrtain expenditures. However, operating income for 2008 was negatively affccted by centain significant items such as a decrease in our
dialysis revenue per treatment, lower intensities of physician-prescribed pharmaceuticals, an increase in labor costs and higher operating costs of our dialysis
centers primarily associated with the number of ncw centers that were opened and from centers constructed but pending state and/or federal certification, an
increase in pharmaceutical costs (pritmanly heparin), and the absence of 2 Medicare rate increase,

Other—Ancillary services and strategic initiatives

Year ended
1009 2008 2007
. _ {dollar amountys r ded to nearest million)
Revepues -~ ¢ ‘ R ‘ - R B I TV B 7245 ] 5 T134]
Segment operating loss 3 (18) ) (30) $ {48)

Met operating revenues

The ancillary services and strategic initiatives net operating revenues for 2009 increased by approximately $72 million or 29.5% as compared 1o 2008,
primarily from growth in pharmacy services, VillageHealth services and from our infusion therapy services.

The ancillary services and strategic initiatives net operating revenues for 2008 increased by approximaiely $111 million or 82.7% as compared 10 2007,
primarily from growth in pharmacy services, VillageHealth services, vascular access scrvices and a full year of operations of our infusion therapy services which
we acquired in the third quarter of 2007,

Operaling expenses
Anciliary services and strategie initiatives operating expenses for 2009 increased by approximately $60 million from 2008, primarily duc 10 an increase in
volume in our pharmacy business, an increase in labor and benefit costs, partially offset by lower professional fees.

Ancillary services and strategic initiatives operating expenses for 2008 increased by approximately $93 million from 2007, primarily duc 1o an increase in
volume in our pharmacy business, an increase in fixed operating expenses, an increase in labor costs and a full year of eperations of our infusion therapy
services, partially offset by lower professional fees in our VillageHealth business.

Operaiing loss
Ancillary serviees and strategic initiatives operating losses for 2009 deereased by approximately 512 million from 2008. The decrease in operating losses
was primarily due to volume growth in rcvenues outpacing increases in operating expenses, primarily associated with our pharmacy business and our
ViltageHealth business, partiaily offset by an increase in operating fosses associated with certain new initiatives. :

Ancillary services and strategic initiatives operating losses for 2008 decreased by appreximately $18 million from 2007. The decrease in operating losses
was primerily due to growth in revennes outpacing increases in operating expenses, primarily associated with our pharmacy business and our vascular access
scrvices,
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Corporate level charges

Stock-based compensation. Stock-based compensation of approximately $44 million for 2009 increased by approximatcly $3 million from 2008.
Stock-based compensation for 2008 increased by approximately $7 million from 2007. The increases in both periods resulted from an increase in the aggregate
quantity of grants that contributed cxpense to cach of these years.

Debt expense.  Debt expense for 2009, 2008, and 2007 consisted of interest expense of approximatcly $176 million, $215 million, and $243 million,
respectively, and amortization of deferred financing costs of approximately $10 mitlion for ench year presented, Debt expense for 2007 also included the
write-off of approximately $4 million of defemed financing costs associated with the principal prepayments on our term loans. The decrcase in interest expense in
2009 as compared 1o 2008 was primarily attributable to decreases in the LIBOR-based variable interest ratcs an the unhedged portion of our debt and the result of
lower notional amounts of fixed rate swap agreemerits that contained higher rates. As of December 31, 2009, the notional amounts of our fixed rate swaps were
approximatety $389 million as compared to approximately $790 million at December 31, 2008, Our overall weighted average effective interest rate in 2009 was
4,86% as compared to 5,82% in 2008. The decrease in interest expense in 2008 as compared 10 2007 was primarily atributable to decreases in the LIBOR-based
variable interest rates on the unhedged porttion of our debt. Our overall weighted average interest rate in 2008 was 5.82% as compared 1o 6.49% in 2007.

Equily imvestment income. Equity investment income was approximatety $2.4 million in 2009 as compared to $0.8 million in 2008. The increase in
cquity investment income in 2009 was primarily due 1o an increase in the number of cquity investments and improved profilability at seversl joint ventures,
Equity investment income in 2008 remaincd {lat as compared to 2007.

Other income.  Other income was approximately $4 million, 512 million, and $22 million in 2009, 2008, and 2007, respectively, and consisted principally
of interest income. The decrease in other income in 2009 was primarily the result of lower average interest rates, partially offset by higher average cash balances.
The decrease in other income in 2008 as compared to 2007, was primarily due to the fact that 2007 inclrded gains on the sale of investments of approximately $6
million resulting from the sale of aur investment in NxStage Medical Inc. and a decrease in interest rates as well as lower average cash and investment balances.

Provision for income laxes.  The provision for income taxes for 2009 represented an effective annualized 1ax rate of 36.7%, compared with 35.3% and
36.4% in 2008 and 2007, respectively. The effective Lax rate in 2008 was Jower primarily due to nonrecurring lax benefits associated with transactions occurring
in 2008. We currently project the effective income 1ax rate for 2010 to be in the range of 36.5% to 37.5%.

Impairments and valuation adjustments. We perform impairment or valuation rcviews for our property and equipment, amortizable intangible assets with
finite uscful lives, equity investments in non-consolidated businesses, and our investments in ancillary services and strategic initiatives at jeast ennually and
whenever a change in condition indicates that an impainment review is warranted. Such changes include shifis in our business strategy or plans, the quality or
structure of our relationships with our pariners, or when a center experiences deeriorating operating performance. Goodwill is also assessed at least annually for
possible valuation impairment using fir value methodologies. These types of adjustments are charged directly to the corresponding operating segment that
incurred the charge, No significant impairments or valuation adjustments were recognized during the periods presented.

Noncontrolling interests

Net income attributable to noncontrolling interests for 2009, 2008 and 2007 were approximately $57 million, $47 million and $47 million, respectively.
The increase in noncontrolling interests in 2009 was primarily due to an increase in new dialysis centers having minority partners and growth in the earings of
our existing dialysis joint ventures, The perccnlage of dialysis and related Iab services net operating revenucs generated {rom dialysis related joint ventures was
approximately 16% in 2009 compared to 15% in 2008.
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Accounts receivable

Our accounts receivable balances at December 31, 2009 and 2008 represented approximatcly 68 and 70 days of revenue, respectively, net of bad debt
allowance. The relative decrease in the days of net revenue in accounts receivable as of December 31, 2009 was a result of improved cash collections on current
oulstanding balances. Accounis reccivable balances of approximately 70 days of revenue is more consistent with our past experience levels and expected trends.

As of December 31, 2009 and 2008, approximately $201 million and $102 million in unreserved accounts receivable, respectively, representing
approximately 18% and 9% of our total accounts receivable balance, respectively, were more than six months old. During 2009, we experienced detays in cash
collcctions from certain government payors and ceriain commercial payors. We anticipate that we will collect these outstanding balances since we believe the
delays in collcctions relate primarily to the timing of payors processing our claims for psyment. There were no significant unreserved balances over one year old.
Less than 2% of our treatments arc classified as “patient pay”. Substantially all revenuc realized is from government and commercial payors, as discussed above.

Amounts pending approval from third-party payors as of December 31, 200% and 2008, other than the standard monthly billing, consisted of approximately
$46 million and $39 million, respectively, associated with Medicare bad debt claims, classified as “other reeeivables”, Currently, our Medicare bad dcbt claims
are typically paid 1o us before the Medicare fiscal intermediary audits the claims. However, the payment received from Medicare is subject to adjusiment based
upon the actual results of the audits. Such audits typically occur onc to four years after the claims are filed. As a kidnoy dialysis provider, our revenue is not
subject to cost repont setilements, except for potentially limiting the coltectibility of these Medicare bad debi claims.

Liquidity and eapital resources

Available liguidity.  As of December 31, 2009, our cash balance was $539 million and we had undrawn credit under our Senior Secured Credit Facilitics
totafing $250 million, of which approximately $52 million was committed for outstanding letters of credit. We belicve that we will have sufficient liquidity,
operating cash flows and access to borrowings to fund our scheduled debt service and other obligations for the foreseeable future. Our primary sources of
liquidity are cash from operations and cash from borrowings.

Cash flow from operations during 2009 amounted to $667 million, comparcd with $614 million for 2008. Cash flow from operations In 2009 included cash
interest payments of approximately $186 million and cash tax payments of $162 million. Cosh flow from operations in 2008 included cash interest payments of
£223 million and cash tax payments of $163 million.

Non-operating cash outflows in 2009 included $275 million for capital assct expenditures, including $161 million for new center developments and
relocations, and $114 mitlion for maintenance and information technology. We also spent an additional $88 million for acquisitions. During 2009, we also
received $33 million from the maturity and sale of invesiments. However, these proceeds were either used to repurchase other investments or were used 1o fund
distributions from our deferred compensation plans. In addition, we received $75 million associated with stock option exercises and other share 1ssnances and the
related excess tax benefits. We aiso made distributions to nonconwolling interests of 568 million, and received contributions from noncontrolling interests of §13
million associated with new joint ventures and from additional equity contributions. We alse repurchased 2.9 million shares of our common stock for
approximately $154 million.

Non-operating cash outflows in 2008 included $318 million for capital asset expenditures, ineluding $213 million for new center developments and
relocations and $105 million for maintenance and information technology. We also spent an additional $102 million for acquisitions. During 2008, we also
received $43 million from the maturity and saie of investments. However, these proceeds were either used to repurchase other investments or were used to fund
distributions from our deferred compensation plans. In addition, we received .
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$4% million associated with stock option exercises and other share issuances and reloted cxcess tax benefits. We also made distributions to noncontrolling
interests of $59 million and received contributions from noncontrolling interests of $19 milkion associated with new joint ventures and from additional equity
contributions. We also repurchased 4.8 million shares of our common stock for approximately $233 million.

During 2009, we acquired a total of 19 dialysis centers, opened 78 new dialysis centers, sold ot closed eight centers, merged 16 centers into other existing
centers, made equity investments in six centers and edded two centess under management and administrative service agreements. During 2008, we acquired a
total of 20 diatysis centers, opened 86 new dialysis centers, sold or closed nine centers, merged cight centers into other existing centers, ceased operations al one
joint venture in which we owned &n equity investment and added a net two centers under management and edministrative service agreements.

We currently expect to spend approximately $125 million for general maintenance capital asset expenditures in 2050, and approximately $250 million for
new center development, relocations and center acquisitions depending upon the availability of certain projects and sufficient project returns which does not
include any potential expenditures for our new corporate headquarters. We expect to generate approximately $675 million 1o $725 million of operaling cash flow
in 2010. Our actual expenditures for growth and cash flows in 2010 could vary sigrificantly from these expected amounts.

2009 capiital structure r:ha:nges and other items

Our Senior Secured Credit Facilities are guaranteed by substantially ali of our direct and indirect wholly-owned subsidiaries and are secured by
substantially all of our and our subsidiary guarantors’ assets. The Senior Secured Credit Facilities also contain customary affirmative and negative covenants and
require compliance with financial covenants, including an interest rate eoverage ratic and a leverage ratio that determines the interest rate margins on our ferm
loan A and our revolving line of credit. The Senior Secured Credit Facilities in general also contain limits on the general amount of capital expenditures for
internal growth, acquisitions and capital improvements, as described below, as well as limils on the amount of tangible net assets in non-guarantor subsidiaries.

Term Loan A

During 2009, we made mandatory principal peyments totaling $61.3 million on our term loan A, As a result of these principal payments, the outstanding
balance on term loan A as of December 31, 2009 was $153.1 millien and bore interest at LIBOR plus a margin of 1.50%, for an overall weighted average
effcctive rate of 1.74%. The interest rate margin is subject to adjustment depending upon ecriain financial conditions and could range from 1.50% to 2.25%,
Term loan A matures in October 2011 and requires annual principal payments of 5‘87.5 million in 2010 and $65.6 million in 2011, respectively.

Term Loun B

As of December 31, 2009, the oulstanding balance of our term loan B was $1.7 billion and bore interest at LIBOR plus a margin of 1.50% for an overall
weighted average effective rate of 2.66%, including the impact of our swap agreements. We did not make any principal payments on term loan B during 2009,
nor were we required to. Term loan B matures in October 2012 and requires principal payments of $1.7 bitlion in 2012.

Senior and Senior Subordinated Notes

Qur senior and senior subordinated notes, as of December 31, 2009, consisted of $300 million of 6 3/8% senior notes due 2013 and $850 million of 7 /4%
senior subordinated notes due 2015. The notes are guaranteed by substantially all of our direct and indirect wholly-owned subsidiaries and require semi-annual
interest payments in March and September. We may redeem some or all of the senior notes at any time on or afier March 15, 2009 and some or all of the senior
subordinated notes at any time on or afier March 15, 2010,
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Interest rate swaps

As of December 31, 2009, we maintained a total of eight interest ratc swap agreements, with amortizing notional amounts totaling $38% million. These
agreements had the economic effect of modifying the LIBOR-based variable interest rate on-an equivalent amount of our debt to fixed rates ranging from 3.88%
to 4.70%, resulting in an overall weighted average effective interest rate of 5.78% on the hedged portion of our Senior Secured Credit Facilities, including the
term toan B margin of 1.50%. The swap agreements cxpire in 2010 and require quarterly interest payments. During 200%, 2008, and 2007 we accrued net cash
(obligations} benefits of approximately (317.3) million, $(4.2) million, and $14.5 million, respectively, from these swaps, which are included in debt expense.
We estimate that approximately $8.9 million of existing unrealized pre-tax losses in other comprehensive income at December 31, 2009 will be reclasgified into
income in 2010, As of December 31, 2009 and 2008, the total fair value of these swaps were liabilities of $10.8 million and $21.9 million, respectively. The 2009
amount was included in other current liabilitics, The 2008 amount was primarily included in other long-term liabilities. Also during 2009, we recorded
approximatzly $8.0 million, net of tax, as an increase to other comprehensive income for amounts reclassified into incoine, net of swap valuation losses. In 2008,
we recorded $10.4 million, net of Lax, as reductions to other comprehensive income for swap valuation losses, net of amounts reclassified into income.

As of December 31, 2009, the interest rates were cconomically fixed on approximately 21% of our variable ratc debt and approximately 59% of our total
debt.

As a result of the swap agreements, our overall weighted average effective interest rate on the Senior Secured Credit Facilities was 2.63%, based upon the
current margins in effect of 1.50%, as of December 31, 2009.

Our overall weighted average effective interest rate in 2009 was 4.86% and as of December 31, 2009 was 4.68%.

Stock repurchases
During 2009, we repurchased a total of 2,902,619 shares of our common stock for $153.5 million, or an average price of $52.88 per share, pursuant to
previously announced authorizations by the Board of Directors. On November 3, 2009, we announced that our Board of Directors authorized an increase of an
additional $500 million of share repurchases of our common stock. As a result of these transactions the total outstanding authorization for share repurchases as of
December 31, 2009 was $500 million. We have not repurchased any additional shares of our common stock from January 1, 2010 through February 25, 2010.
This stock repurchase program has no expiration datc.

Stock-based compensation

Stock-based compensation recognized in a period represents the amorlization during that period of the estimated grant-date fair value of stock-based
awards over their vesting terms, adjusted for expected forfeitures. Shares issued upon exercise of stock awards are gencrally issued from shares in treasury. We
have utilized the Black-Scholes-Merton valuation model for estimating the grant date fair velue of stock options and stock-setlled stock appreciation rights
granted in ali prior periods. During 2009, we granicd 4,211,840 stock-settled stock appteciation rights with a grant-date fair vatue of $50.9 million and a
weighted-average expected life of approximatcly 3.5 years, and also granted 48,135 stock units with a grant-date fair value of $2.6 million and a
weighted-average expected life of approximaiely 2.5 years.

For the years ended December 31, 2009 and 2008, we recognized $44.4 million and $41.2 million, respectively, in stock-based compensation expense for
stock options, stock-settled stock appreciation rights, siock units and discounted employee stock plan purchases, which is primarily included in general and
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administrative expenscs. The estimated 1ax benefits recorded for this stock-based compensation in 200% and 2008 were $16.8 million and $15.6 million,
respectively. As of December 31, 2009, there was $80.0 million of tolal estimated unrecognized compensation cost related to nonvested stock-based
compensation arrangements under our equity compensation and stock purchasc plans. We expect to recognize this cost over a weighted average remaining period
of 1.4 ycars,

During the years ended December 31, 2009 and 2008, we received $63.7 million and $35.6 million, respectively, in cash proceeds from stock option
exercises and $18.2 mitlion and $14.0 mitlion, respectively, in tolal actual tax benefits upon the exercise of stock awards,

2008 capital structure changes
Term Loan A

During 2008, we made mandatory principal payments totaling $14.9 million on our term loan A. As a result of these principal payments, the outstanding
balance on term loan A as of December 31, 2008 was $214.4 million and bore interest at LIBOR plus a margin of 1.50%, for an overall weighted average
effective rate of 1.97%. The interest rate margin is subject to adjustment depending upon certain financial conditions and could range from 1.50% to 2.25%.

Term Loan B

As of December 31, 2008, the outstanding balance of our term loan B was $1.7 billion and bore interest at LIBOR plus a mazgin of 1,50% for an overal)
weightcd average effective rate of 3.63%, including the impact of our swap agreements. We did not make any principal payments on term loan B during 2008,
nor were we required to. v

Senior and Senior Subordinated Notes

Qur senior and senior subordinated notes, as of December 31, 2008, consisted of $900 million of 6°/8%% senior notes due 2013 and $850 million of 7 /4%
senior subordinated notes due 2015, The notes are guaranteed by subsiantially sl of our direct and indirect wholly-owned subsidiaries and reguire semi-annual
interest payments in March and September, We may redeem some or all of the senior notes at any time on or after March 15, 2009 and some or all of the senior
subordinaied noies al any time on or afier March 15, 2010.

Stock repurchases

During 2008, we repurchased a total of 4,788,881 shares of our common stock for $232.7 million, or an average price of $48.59 per share, pursuant to
previously announced authorizations by the Board of Directors. On May 1, 2008, our Board of Dircctors authorized an increase of an additional $143.5 million of
share repurchases of our common stock. As a result of these transactions the total cutstanding authorization for share rcpurchases as of December 31, 2008 was
$153.5 million. This stock repurchase program had no expiration date.

Interest rate swaps

As of December 31, 2008, we maintained a total of nine interest rate swap agreements, with amortizing notional amounis totaling $790 million. These
agreements had the economic eflect of modifying the LIBOR-based variable interest rate on an equivalent amount of our debt to fixed rates ranging from 3.08%
to 4.27%, resulting in a weighted average eflective interest rate of 5.54%, on the hedged portion of our Senior Secured Credit Facilities, including the term loan
B margin of 1.50%.

As of December 31, 2008, the interest rates wese economically fixed on approximately 41% of our variable rate debt and approximately 69% of our total
debt.
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‘As a resuit of the swap agrcements our overall weighted average effective interest rate on our Senior Secured Credit Facilities was 3.48%, bascd upon the
current margins in effect of 1.50%, as of December 31, 2008.

At December 31, 2008 our overall weighted average effective interest rate was 5.10%.

Off-balance sheet arrangements and aggregate contractual obligations

In eddition to the debit obligations reflected on our balance sheet, we have commitments associated with operating leases and letters of credit as well as
potential obligations ussociated with our equity investments and to dialysis centers that are wholly-owned by third pantics. Substantially all of our facilities arc
leased. We have potential acquisition obligations for several joint ventures and for some of our non-wholly-owned subsidianies in the form of put provisions,
These put provisions, if exercised, would require us to purchase the third-party owners’ noncentrolling interests at either the eppraised fair market value or 2
predetermined multiple of eamings or cash flow attributable to the noncontrolling interests put to us, which is intended to approximate fair value. The
methodology we use to estimate the fair valuc of the noncontrolling interests subject to put provisions assumes either the higher of a liquidation value of net
assets or an average multiple of camnings, based on historical camings, patient mix and other performance indicators, as well as other factors. The estimate of the
fair values of the nonconirolling interests subject to put provisions is a critical accounting estimate that involves significant judgments and assumptions and may
not be indicative of the actual valucs &t which the noncontrolling interests may ultimately be settled, which could vary significantly fromt our current estimates,
The estimated fair values of noncontrolling interests subject to put provisions can also fluctuate and the implicit multiple of eamings at which these
noncontrolling intcrests obligations may be setticd will vary depending upon market conditions including potential purchasers’ access to the capital markets,
which can impact the level of competition for dialysis and non-dialysis related businesses, the economic performance of these businesses and the restricted
matkctability of the third-party owners® noncontrolting interests. The amount of noncontrolling interests subject to put provisions that contractually employ a
predetermined multiple of camings rather than fair valuc are immaterial. For additional information see Note 22 to our consolidated financial statements.

We also have potential cash commitments to provide operating capital advances as necded to several other dialysis centers that arc wholly-owned by third
partics or centers in which we own an equity investment, as well as to physician—owned vascular access clinics that we operate under management and
administrative scrvices agreements,

The following is a summary of these contractual ebligations and commitments as of December 31, 2009 (in millions}):

Less Than 2-3 +5 After
1 year years yeart 5 yeart Total
Scheduled payments under contractual obligations:
Long-term debt $ 100 $1.774 % 901 $ 850 § 3,625
Interest payments on senior and senior subordinated notes 121 243 153 31 548
Capital lease obligations : — 2 1 .2 5
Operating lcases 216 374 283 439 1,312

$ 437 $£2393 $1338 § 1322 5 5490

Potential cash requirements under existing commitments:

Letters of credit 5 52 5 — 3 — 5 — $ 52
Naoncenirolling interests subject to put pravisions - 169 56 52 55 332
Pay-fixed swaps potential obligations 11 —_ — — 11
Operating capital advances 7 —_ — — 7
Income tax liabitities for unrccognized tax benefits 19 — — — 19

§ 258 § 56 § 52 % 55 % 421
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Not included above are interest payments related to our Senior Secured Credit Facilities. Our Senior Secured Credit Facilities as of December 31, 2009
bear interest at LIBOR plus current margins of 1.50%. The term loan A and the revolving line of credit are adjustable depending upon our achievement of certain
financial ratios. At December 31, 2009, our Senior Secured Credit Facilities had an overall weighted average effective interest rate of 2.63%, including the
effects of our swap agreements. Interest payments arc due at the maturity of specific debt tranches within each term loan, which can range in maturity from one
month to twelve months. Future interest paymenis will depend upon the amount of mandatory principal payments and principal prepayments, as well as changes
in the LIBOR-based intercst rates and changes in the interest ralc margins. Assuming no principal prepayments on our Senior Sccured Credit Facilities during
2010 and no changes in the cffective Interest rate, including the interest rate margin, approximately $49 million of interest would be required to be paid in 2010.

The pay-fixed swap obligations represent the estimated fair market values of our interest rate swap agreements as reporied by various broker dealers that
are based upon relevant observable market inputs as well as other current market conditions that existed as of December 31, 2009, and represent the estimated
potential obligation that we would be required to pay based upon the estimated future settlement of each specific ranche within the swap agreements. The actual
amount of our obligation associated with these swaps in the future will depend upon changes in the LIBOR-based interest rates that can fluctuate significantly
depending upon market conditions, and other relevant factors that can affect the fair market value of these swap agreements.

In addition to the above commibtments, we are obligated to purchase a certain amount of our hemodialysis products and supplies at fixed prices through
2015 from Gambro Renal Products, Int. in cohnection with the Product Supply Apreement, Our total expenditures for the years ended December 31, 2009 and
2008 on such products were approximately 2% of our total operating costs in each year. In January 2010, we entered into an sgreement with Fresenius which
comumitied us 1o purchase a certain amount of dialysis equipment, parts and supplies from them through 2013,

The actual amount of purchases in future years from Gambro Renal Products and Fresenins will depend upon a number of factors, including the operating
requirements of our centers, the number of centers we acquire, growth of our cxisting centers, and in the case of the Product Supply Agreement, Gambro Renal
Products’ ability to meet our needs.

Settlements of approximatcly $15 million of existing income tox liabilities for unrecopnized tax benefits are excluded from the above table as reasonably
reliable estimates of their timing cannot be made.

Contingencies
The information in Note 16 of the Notes to Consolidated Financial Statements of this report is incorporated by reference in response to this item,

Critical accounting estimates and judgments

Our consolidated financial statements and accompanying notes are prepared in accordance with United States generally accepted accounting principles,
These accounting principles require us (o make estimates, fjudgments and assumptions that effect the rcported amounts of revenues, expenses, asscls, tiebilities,
and contingencics. All significant estimates, judpments and assumptions are developed bascd on the best information available to us at the time made and are
regularly reviewed and updated when necessary. Actual results will penerally differ from these estimates. Changes in estimates are reflected in our financial
statements in the period of change based upon on-going actual experience trends, or subsequent settfcments and realizations depending on the nature and
predictability of the estimates and contingencies. Interim changcs in estimates arc applied prospectively within annual periods. Certain accounting estimaies,
including those conceming revenue recognition and accounts reccivable, impairments of long-lived assets, accounting for income laxes, quarerly
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variable compensation accruals, purchase accounting valuation estimaics, fair value cstimates and stock-based compensation are considered to be critical to
evaluating and understanding our financial results because they involve inhercntly uncertain matters and their application requires the most difficult and complex
judgments and estimates.

Revenue recognition and accounts receivable.  There are significant estimating risks associated with the amount of revenue that we recopnize in a given
reporting period. Payment rates ar¢ often subject to significant uncertainties related to wide variations in the coverage terms of the commercial healthcare plans
under which we reccive paymenis. In addition, ongoing insurance coverage changes, geographic coverage differences, differing interpretations of contract
coverape, and other payor issues complicatc the billing and collection process. Net revenue recognition and allowances for uncollectiblc billings requirc the use
of estimates of the amounts that will ultimatcly be realized considering, among other items, retroactive adjustments that may be associated with regulatory
reviews, audils, billing reviews and other matters.

Revenues associated with Mcdicare and Medicaid programs are recognized based on (a) the payment rates that are established by statute or regulation for
the portion of the payment rates paid by the govemment payor (e.g., 80% for Medicare patients) and (b) for the portion not paid by the primary povernment
payor, the estimated amounts that will ultimately be collectible from other govermment programs paying secondary coverage (c.g., Medicaid secondary
coverage), the patient’s commercial health plan secondary coverage, or the patient.

Commercial healshcare plans, including contracted managed-care payors, are billed at our usval and customary rates; however, revenue is recognized
based on estimated net realizable revenue for the services provided, Net realizable revenue is estimated based on contractual terms for the patients under
healthcare plans with which we have formal agreements, non-contracted healthcare plan coverage terms if known, estimated secondary collections, historical
collcction experience, historical rends of refunds and payor payment adjustments (retractions), inefficiencies in our billing and collcction processes that can
result in denied claims for payments, slow down in collzctions, a reduction in the amounts that we expect to collect and regulatory compliance issues.
Determining applicable primary and secondary coverage for our more than 118,000 paticnts at any point in time, together with the changes in palient coverages
that occur each month, requires complex, resource-intensive processes, Collections, refunds and payor retractions typically continue to occur for up 1o three ycars
or longer afier services are provided.

We generally expect our range of dialysis and related lab scrvices revenues estimating risk to be within 1% of its revenue, which can represcnt as much as
6% of consolidated opcrating income, Changes in estimates are reflccted in the then-current financial statements based on on-going actual experience trends, or
subsequent settlements and realizations depending or the nature and prediciability of the estimates and contingencies. Changes in revenue estimates for prior
periods are separately disclosed and reported if material to the current reporting period and longer term trend analyses, and have not been significant.

Lab service revenues for current period dates of services arc recognized at the estimated net realizable amounts te be received.

Impairments of long-lived assets, 'We account for impairments of long-lived assets, which inciude property and equipment, equity investments in
non-consolidated businesses, amortizable intangible assets with finite uscful lives and goodwill, in accordance with the provisions of applicable accounting
guidance. Impairment reviews are performed at lcast annually and whenever a change in condition occurs which indicates that the carrying amounts of assets
may not be recovernble.

Such changes include changes in our business strategies and plans, changes in the quality or structure of our relationships with our partners and
deteriorating operating performance of individual dialysis centers or ather operations. We use a variety of factors to assess the realizable value of assets
depending on their nature and use. Such assessments are primarily based upon the sum of expected future undiscounted net cash flows over the
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expected period the asset will be utilized, as well as market values and conditions. The computation of expected future undiscounted net cash flows can be
complex and involves a number of subjective assumptions. Any changes in these factors or assumptions could impact the assessed value of an asset and result in
an impaimment charge equal to the amount by which its carrying value exceeds its acal or estimated fair value.

Accounting for income taxes. 'We estimate our income tax provision to recognize our tax expensc for the current year, and our deferred tax liabilitics and
asscts for future tax consequences of tvenis that have been recognized in our financial statements, measured using ennctcd tax rates and laws expected to apply in
the periods when the deferred tax liabilities or asscts are expected 1o be realized. We arc required 10 assess our tax positions on a more-likely-than-not criteria and
to also determine the actual amount of benefit to recognize in the financial statements. Deferred tax asscts are assessed based upon the likelihood of
recoverabitity from future taxable income and, to the extent that recovery is not likely, a valuation allowance is established. The allowance is regulary reviewed
and updated for changes in circumstances that would cause a change in judgment about the realizability of the related deferred tax assets. These calculations and
assessments involve complex estimates and judgments because the ultimate tax outcome can be uncertain and future evenls unpredictable.

Variable compensation accruals.  'We estimate variable compensation accruals quarterly based upon the annual amounts expected to be eamed and paid
out resulting from the achievement of ccrtain teammate-specific and/or corporate financial and operating goals. Our estimates, which include compensation
incentives for bonuses, and other awards, are updated periodically based on changes in our economic condition or cash flows that could ultimately impact the
actual final award. Actual results reflected in each fiscal quarter may vary due to the subjectivity involved in anticipating fulfillment of specific and/or corporate
goals, as well as the final determination and approval of amounts by our Board of Directors.

Purchase accounting valuation estimates. 'We make various assumptions and cstimatcs regarding the valuation of tangible and intangible asscts,
liabilities and contractual as well as non-contractual contingencies associated with our acquisitions, These assumptions can have a material ¢ffect on our balance
sheet valuations and the related amount of depreciation and amortization expense that will be recognized in the future, Long-lived tangible and intangible assets
are subject to our regular ongoing impairment assessments.

Fair value estimates. 'We have recorded cenain assets, liabilities and noncontrolling interests subject to put provisions at fair value, The FASE defines
fair value which is measured based upon certain valuation techniques that include inputs and assumptions that market participants would use in pricing assets,
liabilitics and noncontrolling interests subject to put provisions. We have measured the fair valoes of our applicable assets, liabilities and noncontrolling interests
subject to put provisions based upon ceriain market inputs and assumptions that are either observablc or unobservable in determining fair values and have also
classified these asscts, liabilities and noncontrolling interests subject to put provisions into (he appropriate fair value hierarchy levels. The fair value of our
investments available for sale are based upon quoted market prices from active markets and the {air value of our swap agreements are based upon valuation
models and & vadety of techniques as reporicd by various broker deaters that are based upon relevant observable market inputs such as current interest rates,
forward yield curves, and other credit and liquidiry market conditions. For our noncontrolling interests subject to put provisions we bave estimated the fair values
of these based upon either the higher of a liquidation value of net assets or an average multiple of eamings based on historical eamings, patient mix and other
performance indicators, as well as other factors. The estimate of the fair values of the noncontrolling intesests subject to put provisions involves significant
judgments and assumplions and may not be indicative of the actual values at which the noncontrolling interests may ultimately be setiled, which could vary
significantly from our current estimates. The estimated fair values of the noncontrolling interests subject to put provisions can also fluctuate and the implicit
multiple of eamings at which these noncontrolling interests obligations may be settled will vary depending upon market conditions including potential
purchasers’ access to the capital markets, which can impact the level of competition for dialysis and non-dialysis related businesses, the economic performance
of thcse businesses and the restricted marketability of the third-party owners’ noncontrolling interests.
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Stock-based compensalion,  Stock-based compensation recognized in a period represents the amontization during that period of the estimated grant-date
fair value of stock-based dwards over their vesting terms, adjusted for expected forfeituses. Stock-based compensation recognized in our consolidated financial
statements for the years ended December 31, 2009, 2008 and 2007 include compensation eosts for stock-based awards granted prior to, but not fully vested as of
Decermber 31, 2006, and stock-based awards granted thereafier. We cstimate the grant-date fair value of stock awards using complex option pricing models that
rely heavily on estimates from us about uncertain furure cvents, including the expected tetm of the awards, the expected future volatility of our stock price, and
expected future risk-free interest rates.

Significant new accounting standards

On Junc 29, 2009, the Financial Accounting Standards Board (FASB) established the FASB Accounting Standards Codification (Codification) as the
singlc source of authoritative U.S. generally accepted accounting principles (GAAF) for all nongovermmental entities. Rules and interpretive releases of the
Securities and Exchange Commission (SEC) are also sources of authoritative U.5. GAAP lor SEC registrants. The Codification does not change U.S. GAAF but
takes previously issued FASB standards and other U.S. GAAP authorilative pronouncements, changes the way the standards are referred 10, and includes them in
specific topic areas. The Codification is effective for financial statements issued for interim and annual periods ending after Septembcer 15, 2009. The adoption of
the Codification did not have any impact on our consolidated financial statements.

Effective for our first annual reporting period that begins aftcr Novemnber 15, 2009, the FASB is eliminating the quantitative approach previously required
for determining the primary beneficiary of a variable interest entity, and requiring additional disclosures ebout an enterprise’s involvement in variable interest
entitics. An enterprise will be required to perform an apalysis to determine whether the enterprise’s variable interest or intercsts give it a controlling financial
interest in a variable intercst entity by having both the power to direct the activitics of a variable interest entity that most significantly impact the entity’s
cconomic performance and the obligation 1o absorb losses of the entity, or the right 1o receive benefits from the entity. In addition, the FASB is ¢stablishing new
guidance for determining whether an entity is a variable interest entity, requiring an ongoing reassessment of whether an enterprise is the primary beneficiary of a
variablc interest entity, and ndding an additional reconsideration event for detcrmining whether an entity is a variable interest entity when any changes in facts
and circumstances occur such that the holders of the equity invesament at risk, as a group, lose the power from voting rights or similar rights concerning those
investments to direct the activities of the entity that most significantly impact the entity’s economic performance, We are currently in the process of assessing the
expected impact of this standard on our consolidated financial statements.

Effcetive May 28, 2009, the FASB issucd requirements relating to the accounting for and disclosure of events that occur after the balance sheet date but
before financial statements are issued or are available 1o be issued. These requirements set forth the period after the balance sheet date during which management
of a reporting entity should evaluate events or transactions that may occur for potential recognition or disclosure in the financial statements, the circumstances
under which an entity should recognize events or transactions occurring, after the balance shect date in its financial statements, and the disclosures that an entity
should make about evenis or transactions that occurred after the balance sheet date. These requirements do not apply to subsequent events or transactions that are
within the scope of other applicable principles of GAAF that provide different guidance on the accounting treatment for subsequent events or transactions. These
requirements were effective for interim and annual periods ending after June 15, 2009, See Note 1 to the consolidated financial statements for further details.

Effective January 1, 2003, we are required to provide cnhanced disclosures about our derivative and hedging activities. We are required to provide
additional disclosures about (a) how and why we use derivative instruments, (b) how derivative instruments and related hedged iterns are accounted for, and
(c) how derivative instraments and related hedged itemns affect our financial position, financial performance, and cash flows. These requirements did not have a
material impact on our consolidated financial statements. See Note 13 to the consolidated financial statements for the disclosure of these items.
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Effective January 1, 2009, we are required to treat noncontrolling interests as a separate component of equity, but apart from our equity, and not as a
ligbility or other item outside of equity. We are also required 10 identify and present consolidated net income attributable te us and to noncontrolling interests on
the face of the consolidated statement of income. Previously, we had reporied minority intercsts (noncontrolling interests) as a reduction to operating income. In
addition, changes in our ownership interest while we retain a controlling financial interest should be accounted for as equity transactions. We were also required
to expand disclosures in the financial statements to include a reconciliation of the beginning and ending balances of the equity atribwtable to us and the
noncontrolling owners and a schedule showing the effects of changes in our ownership intcrest in & subsidiary on the cquity atiributable to us. This change did
not have a material impact on our consolidated financial statements; however, it did change the prescntation of minority interests (nonconirolling interests) in our
consolidated financial statements. In conjunction with adopting these requirements, we are required to classify securities with redemption features that are not
solely within our control such as our noncontrolling interests that are subject to put provisions outside of pcrmanent equity and to measure these noncontrolling
interests af fair value. See Note 22 to our consolidated financial statements for further details. The consolidated financial statements have been recast for alt prior
periods presented for the retrospective application of these presentation and disclosure requirements.

All business combinations consummated afler January 1, 2009, are required to be accounted for under the acquisition method (previously referred to as the
purchase method). Under the acquisition method, the acquirer recognizes the assets acquired, the liabilities assumed, contractual contingencies, as well as any
noncontrolling intcrests in the acquiree at their fair values at the acquisition date. Noncontractual contingencies are recognized at the acquisition date al their fair
values only if it is more likely than not that they meet the definition of an asse1 or a liability. Transaction costs arc excluded from the acquisition cost and are
expenscd as incurred, Any contingent consideration included by the acquirer as part of the purchase price must also be measured at fair value at the acquisition
date and is classified os either cquity or a liability, A company that obtains control but acquires less than 100% of an acquiree is required to record 100% of the
fair value of the acquiree assets, liabilities, and noncontrolling interests at the acquisition date. The adoption of these requirements did not have a material impact
on our consolidated financial statements.

In December 2008, the FASB requircd public entities to provide additional disclosures about transfers of financial assets and required public enterprises to
provide additional disclosures about their involvement in varinble interest entities and certain special purpose cntities. Because these requirements impact
disclosures and not the accounting treatment for transfers of financial assets and interests in variable interest entities, these requirements did not impact our
financial condition or results of operations.

Effective January 1, 2008, the FASB established a framework for measuring fair value and also required additional disclosures about fair value
mensurements. These requirements applied to assets and liabilitics that are carried at fair value on a recurring basis. Effective January 1, 2009 the FASB issued
additional rcquirements relating to nonfinancial assets and liabilities that are not recognized or disclosed i fair valuc in the financial statements on a recurring
basis {at least annually). Sec note 23 10 our consolidated financial statements for the impact of these requirements. The adoption of these requirements relating to
nonfinancial assets and liabilities did not have a material impact on our consolidated financial statermnents.

Effcctive January 1, 2008, the FASB allows companies the sliernative to measure certain financial asscis and lisbilities at fair value on an
instrument-by-instrment basis that are currently not required to be measured at fair value. This provision is also designed to reduce the volatility in eamings
cansed by measuring related assets and liabilitics differently and establishes presentation and disclosure requirements designed to facilitate comparisons between
companies that choose different measurement attributes for similar types of assets and liabilities. The adoption of this provision did not have a materiat impact on
our consolidated financial statements.

58

Source: DAVITAINC, 10-K. February 25, 2010 Powered by Romingstar® Documen ResemehSH




| Cc

Ytem 7A. Quantitative and Qualitative Disclosures about Market Risk

Interest rate sensitivity

The tables below provide information about our financial instruments that are sensitive to changes in interest rates. For our debt obligations the able
presents principal repayments and current weighted average interest ruics on our debt obligations as of December 31, 2009. The variable rates presented reflect
the weighted average LIBOR rates in effect for ali debt tranches plus margins in effect st the end of 2009 including the cconomic effects of cur swap agreemients.
Term loan A and revolving line of eredit intercst rate margins arc subject to adjustment depending upon changes in ¢ertain of our financial ratios including a
leverage ratio. The margins currently in effect at December 31, 2009 were 1.50% on all of the outstanding balances under our Senior Secured Credit Facilitics.
For our interest rate swap agreements, the table below presents the notional amounts by contract maturity date and the related interest rate terms of the
agreements {to pay fixed rates, and to receive LIBOR).

Expected matority date Avernge
2010 201 2012 03 2014 Thereafier Fair intepeat
Total Valoe rate
{doNars in millions)
Long-term debt:
Fixed rate 5 25 15 1 §901 5§ 1 §% 852 $ 1,758 $ 1,765 6.88%
Variablc rate 5 98 § 67 $1,707 §— S$-— § _— $ 1,872 $ 1,829 2.62%
Notional Contract moturity date Pay Recelve Falr
amoune  T010 2011 200z 2013 2014 fixed variabte  value
(doltars in millions) . —
Swaps:
Pay-fixed swaps $ 389 $389 § — $— §— & — 1i8%t04.70% LIBOR § (10.8)

Our Senior Sccured Credit Facilities, which include the term loan A and the term loan B, consist of various individual tranches that can range in maturity
from one month to twelve months and each specific tranche bears intcrest at a LIBOR rate that is determined by the maturity of that specific tranche plus an
interest rate margin, which is currenily 1.50% at December 31, 2009. LIBOR-based interest rates are reset a5 each specific tranche matures and a new tranche is
re-cstablished and can fluctuate significantly depending upon market conditions including the credit and capital markets. Any increase in the LIBOR-based
interest rates on the unhcdged portion of our Senior Sccured Credit Facilities, which totaled approximately $1.5 billion as of December 31, 2009 will have a
negative impact on our overall camings.

As of December 31, 2009, we mainlained a total of eight intesest rate swap agreements, with amortizing notional amounts totaling $389 mitlion. These
agreements had the economic cffect of modifying the LIBOR-based variable interest rate on an equivalent amount of our debt to fixed rates ranging from 3.88%
to 4.70%, resulting in an overal] weighted average effective interest rate of 5.78% on the hedged portion of our Senior Secured Credit Facilities, including the
term loan B margin of 1,50%, The swap agrecments expire in 2010 and requirc quarterly interest payments. During 2009, we accrued net cash obligations of
$17.3 million from these swaps, which are included in debt expense. As of December 3£, 2009, the total fair value of these swaps was a linbility of $10.8 million.
Drring 2009, we recorded $8.0 million, net of tax, as an increase to other comprehensive income for amounts reclassified into incorne, net of swap valuation
losses.

As of December 31, 2009, the interest rates were economically fixed on approximately 21% of our variable rate debt and approximately 59% of our total
debt,

As a result of the swap agreements, our overall weighted average effective interest rate on the Senior Secured Credit Facilities was 2.63%, based upon the
cwrrent margins in effcet of 1.50% as of December 31, 2009.
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Our overnll weighted average effective interest rate in 2009 was 4.86% and as of December 31, 2009 was 4.68%.

. ‘

One means of assessing exposure to debi-related interest rate changes is a duration-based analysis that measures the potential loss in net income resulting
from a hypothetical increase in interest rates of 100 basis points across all vaniable rate marurities {referred to as a “parzllel shift in the yield curve™). Under this
mede), with all else constant, it is estimated that such an increase would have reduced net income by approximately $8.5 million, $7.1 million, and $5.5 miliion,
net of tax, for the years ended December 31, 2009, 2008, and 2007, respectively,

Exchange rate sensitivity
We are currently not exposed to any foreign currency exchange rate nisk.

Item 8. Financial Statements and Supplementary Data.
See the Index to Financial Statemcents and Index to Financial Statement Schedules included at “Ttem 15. Exhibits, Financial Statement Schedules.”

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Management has established and maintains disciosure controls and procedures designed to ensure that information required to be disclosed in the reports
that it fites or submits pursuant to the Sccurities Exchange Act of 1934, as amended, or Exchange Act, is recorded, processed, summarized and reported within
the time periods specified in the Securities and Exchange Commission’s rules and forms, and that such information is accumulated and communicated to our
management including our Chief Executive Officer and Chiel Financial Officer as appropriate to allow for timely decisions regarding required disclosures.

At the end of the period covered by this report, we carried out an evoluation, under the supervision and with the participation of our Chief Executive
Ofiiccr and Chief Financial Officer, of the effectivencss of the design and operntion of our disclosure controls and procedures in accordance with the Exchange
Act requirements. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures are
effective for timcly identification and review of matenal information requircd to be included in our Exchange Act reports, including this repent on Form 10-K.
Management recognizes that these controls and procedures can provide only reasonable assurance of desired outcomes, and that estimates and judgments are stitl
inhcrent in the process of maintaining effective controls and procedures.

There has not been any change it our internal control pver financial reporting that was identified during the evaluation that occurred during the fourth
fiscal quarter and that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information.
Nonc.
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Item 10. Directors, Executive Officers and Corporate Governance.

In 2002, we adopted a Corporate Governance Code of Ethics that applies to our principal executive officer, principal financial officer, principal accounting
officer or controtler, and to all of our financial accounting and legal professionals who are directly or indirectly involved in the preparation, reporting and fair
presentation of our financial statements and Exchange Act Reports. The Code of Ethics is posted on our website, located at hitp://www.davila.com, We also
maintain a Corporate Code of Conduct that applies to all of our employees, which is pasted on our websitc.

Under our Corporate Governance Guidelines all Board Committces including the Audit Commitiee, Nominating and Governance Commitice and the
Compensation Commitiee, which are comprised solely of Indcpendent Directors as defined within the listing standards of the New York Stock Exchange, have
written charters that outline the committee’s purpose, goals, membership requirements and responsibilities. These charters are regularly reviewed and vpdated as
necessary by our Board of Direetors. All Board Committee charters as well as the Corporate Governance Guidelines are posted on our websile located at

hitp:/fwww, davita.com.

The other informalim:l required 10 be disclosed by this item will appear in, and is incorporaicd by reference from, the sections entitled “Proposal No. 1.
Election of Directors™, “Corporate Governance™, and “Sccurity Cwnership of Certain Beneficial Owners and Management” included in our definitive proxy
statement relating to our 2010 annual stockholder meeting.

Item 11. Execotive Compensation.

The information required by this item will appear in, and is incorporated by reference from, the sections entitled “Executive Compensation” and
“Cornpensation Committee Intertocks and Insider Participations™ included in our definitive proxy statement relating to our 2010 ennual stockholder meeting. The
information required by Item 407(e)5) of Regulation S-K will appear in and is incorporated by reference from the section entitled “Compensation Committee
Report” included in our definitive proxy statement relating to our 2010 annual stockholder mecting; however, this information shall not be deemed to be “filed”™,
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Ttem 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The following Lable provides information about our common stock that may be issued upon the exercise of stock options, stock-settled stock appreciation
rights, restricted stock units and other rights under all of cur existing equity compensation plans as of December 31, 2009, including our omnibus 2002 Equity
Compensation Plan and our Employee Stock Purchase Plan, and the terminated 1999 Non-Executive Officer and Non-Director Equity Compensation Plan. The
maienial terms of these plans are described in Note 17 to the Consolidated Financial Statements. The 199% Non-Executive Officer and Non-Director Equity
Compensation Plan was not required to be approved by our sharcholders.

Number of shares
remeining available for Total of
Number of shares to he Weighted average furure jssuance shares
issued upon exercise of exercise price of under equity compensation refiected in
ouistanding options, outstanding options, ptans (excluding securities colutnns
Plan enategory warrants and rights warrants and righes reflected n cohumn (a)) (a) ond {c)
(a) (®) (c) (4
Equity compensation plans approved by
sharcholders 13,472,013 $ 49.15 ‘ 5,004,344 18,476,357
Equity compensation plans not requiring
shareholder approval 20,084 $ 50.98 — 20,084
Total 13,452,097 b 49.16 5,004,344 18,496,441

Other information required to be disclosed by Tiem 12 will appear in, and is incorporated by reference from, the section entitled “Security Ownership of
Certain Beneficial Owners and Management” included in our definitive proxy statement relating to our 2010 annual stockholder meeting,

Item 13.  Certain Relationships and Related Transactions and Director Independence.

The information requited by this item will appear in, and is incorporated by reference from, the section entitled “Certain Relationships and Related
- Transactions” and the section entitled “Corporate Governance™ included in our definitive proxy statement relating 1o our 2010 annual stockhotder meeting,

Item 14, Principal Accounting Fees and Services.

The information required by this item will appear in, and is incorporated by reference from, the section entitled “Ratification of Appointment of
Independent Registered Public Accounting Firm” included in our definitive proxy statement relating to our 2010 annual stockholder meeting.
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PART IV
Item 15. Exhibits, Financial Stntement Schedules,
{a) Docnments filed ns part of this Report;
(1) Index to Financial Statements:
Page
Managemeni’s Report on Internal Control Over Financial Reporting F-1
nt Registe counin F22
nden i i F-3
onsolidated Swlements of Tncome for the years ended December 31, 2 2008, and 2007 F4
lidate 1 2 an F-5
Consglidated Staterneits of Cash Flow for the vears ended Digcember 31, 2009, 2008, gud 2007 F-6
Copsolidated Statemenis of Equity and Comprebensive Income for the years ended
December 31,2009, 2008, and 2007
F-7
ote -onsolidated Financial Statemen F-9
(2) Index to Financial Statement Schedules:
il ndeni Regisiere: L nting Fir §-1
che —Valuation and lifying Account; 5-2

(3) Exhibits:

2.1
2.2

3.1
3.2
33
34
35
4.1
42

Source: DAVITAINC, 10-K, February 25, 2010 ' Powared by Momingstar® Docu

Stock Purchase Apreement dated as of December 6, 2004, among Gambro AB, Gambro, Inc, and DaVita Inc.(9)

Amended and Restated Asset Purchase Agreement effective as of July 28, 2005, by and among DaVita Inc., Gambro Healthcare, Inc. and Renal
Advantage Inc., a Delaware corporation, formerty known as RenalAmerica, Inc.(12)

Amended and Restated Centificate of Incorporation of Total Renal Care Holdings, Inc., or TRCH, dated December 4, 1995.(1)

Cenrtificate of Amcndment of Cerntificate of Incorporation of TRCH, dated February 26, 1993‘.(2)

Centificate of Amendment of Certificate of Incorporation of DaVita Inc. (formesly Total Renal Care Holdings, Ine.), dated October 5, 2000.(4)
Certificate of Amendment of Amended and Restated Certificate of Incorporation of DaVita Inc., as amended dated May 30, 2007.(23)
Amended and Restated Bylaws for DaVita Inc. dated as of March 2, 2007.(25)

Indenture for the 6 3/8% Scaior Notes due 2013 dated as of March 22, 2005.(3)

Indenture for the 7 1/4% Secnior Subordinated Notes due 2015 dated as of March 22, 2005.(3)
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43 First Supplemental Indenture, dated October 5, 2005, by and among DaVita Inc., the Guarantors, the persons named as Additional Guarantors
and The Bank of New York Trust Company, N.A., as Trustee {11)
44 First Supplemental Indenture, dated October 5, 2005, by and among DaVita Inc., the Guarantors, the persons named as Additionat Guarantors
and The Bank of New York Trust Company, N.A., as Trustee.(13)
45 Rights Agreement, dated as of November 14, 2002, berween DaVita Inc. and the Bank of New York, as Rights Agent.(21)
4.6 Second Supplemental Indenture (Senior), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons named as Additional
Guarantors and The Bank of New York Trust Company, N.A., as Trustee.(22})
47 Second Supplemental Indenture (Senior Subordinated), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons named as
Additional Guarantors and The Bank of New York Trust Company, N A, as Trustee.{22)
48 . Registration Rights Agreement for the 6 3/8% Senior Notes due 2013 dated as of February 23, 2007.(26)
10.1 Employment Agreement, dated as of October 19, 2009, by and berween DaVita Inc. and Kim M. Rivera.v'*
10.2 Employment Agreement, dated as of June 15, 2000, by and berween DaVita Inc. and Joseph C, Mello.(6)*
10.3 Second Amendment to Mr. Mello's Employment Agreement, effective December 12, 2008.(33)*
10.4 Employment Agreemcnt, effective as of August 16, 2004, by and between DaVita Inc. and Tom Usilton.(7)*
10.5 Amendment to Mr, Usilion’s Employment Agrecment, dated February 12, 2007.(24)*
106 Second Amendment to Mr. Usilton’s Employment Agreement, effective December 12, 2008.(32)*
10.7 Employment Agreement, effective as of November 18, 2004, by and between DaVita Inc. and Joseph Schohl, (14)*
10.8 Amendment 1o Mr. Schohl’s Employment Agreement, effective December 30, 2008 (32)*
10.9 Employment Agreement, dated as of October 31, 2005, effective October 24, 2005, by and between DaVita Inc. and Deanis Kogod.(13)*
10.10 Amendment to Mr. Kogod’s Employment Agreement, effective December 12, 2008.(32)*
10.11 Employment Agreement, effective September 22, 2003, by and between DaVita Inc. and James Hilger(15)*
10.12 Amendment to Mr. Hilger's Employment Agreement, effective December 12, 2008.(32)*
10.13 Employment Agreement effective February 13, 2008, by and between DaVila Inc. and Richard K. Whimey.(28)*
10.14 Amendment 10 Equity Award Apgreement, entcred into on December 11, 2009, between DaVita Inc. and Richard K. Whimey.v'*
10.15 Employment Agreement, effective July 25, 2008, between DaVita Inc. and Kent J. Thiry.(29)*
10.16 Employment Agreement, effective August 1, 2008, between DaVita Inc, and Allen Nissenson.(30)*
10.17 Employment Agreement, effcctive March 3, 2008, between DaVita Inc. and David Shapiro.(32)*
10.18 Amendment to Mr. Shapiro’s Employment Agreement, effective December 4, 2008.(32)*
10.19 Form of Indemnity Agreement {20)*
64
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1020 Form of Indemnity Agreement.(14)*
10.21 Executive Incentive Plan (as Amended and Restated effective January 1, 2009).(34)%
10.22 Executive Retiremeni Plan.(32)*
10.23 Post-Retirement Deferred Compensation Arrangement.(14)*
10.24 Amendment No. 1 to Post Retirement Deferred Compensation Arrangement.(32)*
10.25 _DaVita Voluntary Deferral Plan.(11)*
10.26 Deferred Bonus Plan (Prosperity Plan).(31)
10.27 Amendment No. 1 to Deferred Bonus Plan (Prosperity Plan).{(32)*
10.28 Amended and Restated Employee Stock Purchase Plan.(27)*
10.29 Severance Plan_(33)*
10.30 Change in Control Bonus Program.(32)*

' 10.31 First Amended and Restated Total Renal Care_HoIdings, Inc. 1999 Non-Executive Officer and Non-Director Equity Compensation Plan.(5)
10.32 Non-Management Director Compensation Philosophy and Plan.(28)*
10.33 Amended and Restated 2002 Equity Compensation Plan.(10)*

' 10.34 Amended and Restated 2002 Equity Compensation Plan.(19)*
1035 Amended and Restated 2002 Equity Compensation Plan.(27)*
1036 Amended and Restated 2002 Equity Compensation Plan.(32)*
10.37 gfrm(;); )T;Jon-Qualiﬁcd Stock Option Agreement—Employee (DaVita Inc. 1999 Non-Executive Officer and Non-Director Equity Compensation

an.

10.38 Form of Non-Qualificd Stock Option Agreement-—Employee (DaVita Inc. 2002 Equity Compensation Pian).(7)*
10.39 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(16)*
10.40 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(18)*
10.41 Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(7)*
10.42 Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(16)*
10.43 Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(18)*
10.44 Form of Restricted Stock Units Agreement—Employece (DaVita Ine. 2002 Equity Compensation Plan).(32)*
1045 Form of Stock Appreeiation Rights Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).{16)*
10.46 Form of Stock Appreciation Rights Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(18)*
1047 Fonn of Stock Appreciation Rights Agreement—Board (DaVita Inc, 2002 Equity Compensation Plan).{30)*
10.48 Form of Restricted Stock Units Agreement—Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*
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10.49
10.50

10.51

10.52

10.53

10.54

10.55

10.56
10.57
12.1
14.1
211
23.1
241
311

31.2

321

322

101.TNS
101.8CH
101.CAL
101 DEF
101.LAB
101.PRE

Form of Non-Quatified Stock Option Agreement—Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*

Credit Agreement, dated as of October 5, 2005, among DaVita Inc., the Guarantors party thereto, the Lenders party thercto, Bank of America,
N.A., Wachavia Bank, National Association, Bear Steams Corporate Lending Inc., The Bank of New York, The Bank of Nova Scotia, The
Royat Bank of Scotand plc, WestLB AG, New York Branch a5 Co-Documentation Agents, Credit Suisse, Cayman Islands Branch, as
Syndication Agent, JPMorgan Chasc Bank, N.A., as Administrative Agent and Collateral Agent, JPMorgan Securities Inc., as Sole Lead
Arranger and Bookrunner and Credit Suisse, Cayman Istands Branch, as Co-Armanger.(11)

Credit Agreement, dated as of October 5, 2005, as Amended and Restated as of February 23, 2007, by and among DaVita Inc., the Guarantors
party thereto, the Lenders party thereto and JPMorgan Chase Bank, N.A (26)

Amendment Agreement, dated February 23, 2007, by and among DaVita Inc., the Guarantors party thereto, the Lenders party thereto and
JPMorgan Chase Bank, N.A (26)

Security Agreement, dated as of October 5, 2003, by DaVita Inc., the Guarantors party thereto and JPMorgan Chase Bank, N.A_, as Collateral
Agent (i1}

Corporate Integrity Agreement between the Officc of Inspector General of the Department of Health and Human Services and Gambro
Healthcare, Inc. effective as of December 1, 2004.(11)

Amended and Restated Alliance and Product Supply Agreement, dated as of August 25, 2006, among Gambro Renal Products, Inc., DaVita
Inc. and Gambro AB.(17)**

Leticr dated March 19, 2007 from Willard W, Brittain, Ir. to Peter T. Grauer, Lead Independent Director of the Company.(22)
Dialysis Organization Agreement between DaVita Inc. and Amgen USA Inc. dated December 20, 2007.(31)**

Computation of Ratio of Eamings to Fixed Charges.v’

DaVita Inc. Corporate Govemance Code of Ethics.(8)

List of our subsidiaries. ¥

Consent of KPMG LLP, indcpendent registered public accounting firm.

Powers of Atlorney with respect to DaVita. (Included on Page I1-1).

Certification of the Chief Exceutive Officer, dated February 25, 2010, pursuant to Rule 13a-14(a) or 15d-14(a), as adopied pursuant to Scction
302 of the Sarbanes-Oxley Act of 2002.¥

Centification of the Chief Financial Officer, dated February 25, 2010, pursuant to Rule 13a-14(a) or 15d-14(a), as adopied pursuant {o Section
302 of the Sarbanes-Oxley Act of 2002,

Certification of the Chief Executive Officer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant 1o Section 90
of the Sarbanes-Oxley Act of 2002.¥

Certification of the Chief Financial QOfficer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 306
of the Sarbanes-Oxley Act of 2002.v

XBRL Instance Document.***

XBRL Taxonomy Extension Schema Document.***

XBRL Taxonomy Extension Calculation Linkbase Document. ***
XBRL Taxonomy Extension Definition Linkbase Document.***
XBRL Taxonomy Extension Label Linkbase Document.***

XBRL Taxonomy Extcnsion Presentation Linkbase Document, ***

v Included in this filing.
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(6)

(7)

®

9

(10)
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(12)
(13)
(14)
(1)
(16)
(17)
(18)
(19)
20)
(21)
(22)
(23)
(24)
25)
26)
@7)
28)
(29)

Manapement contract or executive compensetion plan of arrangement.

Portions of this exhibit are subject to 2 request for confidential treatment and have been redacted and filed separately with the SEC.
XBRL information is furished and not filed as a part of a registration statement or prospectus for purposes of Section 11 or 12 of the Securities and
Fxchange Act of 1933, is deemed not filed for purposes of Section 18 of the Securities and Exchange Act of 1934, and otherwise is not subject to liability
under these sections.

Filed on March 18, 1996 as an exhibit to the Company's Transitional Report on Form 10-K for the transiiion period from June 1, 1995 to December 31,
1995,

Filed on March 31, 1998 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 1997,

Filed on March 25, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on March 20, 200] as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000.

Filed on February 28, 2003 as an exhibit to the Company's Annual Report on Form 10-K for the year ended December 31, 2002,

Filed on August 15, 2001 as an exhibit 1o the Company’s Quarterty Report on Form 10-Q for the quarter ended June 30, 2001.

Filed on November 8, 2004 as an exhibit to the Company’s Quarterly Report on Form 10-Q) for the quarter ended September 30, 2004.
Filed on February 27, 2004 as an exhibit to the Company's Annual Report on Form 10-K for the year ended December 31, 2003.

Filed on December 8, 2004 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on May 4, 2005 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2005,

Filed on November 8, 2005 as an ¢xhibit to the Company’s Quarterly Report on Form 10-Q for the quarier ended September 30, 2005.
Filed on October 11, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on November 4, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on March 3, 2005 as an exhibit to the Company's Annual Report on Form [0-K for the year ended December 31, 2004,

Filed on August 7, 2006 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarier ending June 30, 2006.

Filed oz July 6, 2006 as an exhibit to thc Company’s Current Report on Form 8-K.

Filed on November 3, 2006 as an exhibit to the Company's Quarierly Report on Form 10-Q for the quarter ended Sepiember 30, 2006.
Filed on October 18, 2006 as &n exhibit to the Company's Current Repori on Form 8-K,

Filed on July 31, 2006 as an exhibil to the Company’s Current Report on Form 8-K.

Filed on December 20, 2006 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on Novermber 19, 2002 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on May 3, 2007 as an exhibit to the Company’s Quarterly Report as Form 10-Q for Lhe quarter ended March 31, 2007,

Filed on August 6, 2007 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2007,

Filed on February 16, 2007 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on March 8, 2007 as an exhibit to the Company ’s Current Report on Form 8-K.

Filed on February 28, 2007 as an cxhibit to the Company’s Current Report on Form 8-K.

Filed on June 4, 2007 as an exhibit to the Company’s Current Report on Form 8-K.

Filed on May 8, 2008 es an exhibit to the Company’s Quarterly Report on Form 10-Q for the first quarter ended March 31, 2008.
Filed on July 31, 2008 as an exhibit to the Company’s Current Report oo Form 8-K.
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(30) Filed on November 6, 2008 as an exhibit to the Company’s Quanerly Report on Form 10-Q for the third quarter ended September 30, 2008.
{31) Filed on February 29, 2008 as an cxhibit to the Company’s Annual Report on Form 10-K. for the year ended December 31, 2007,

(32) Fited on February 27, 2009 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2008

(33) Filed on May 7, 2009 as an exhibit to the Company’s Quarterly Report on Form 10-Q far the quaricr ended March 31, 2009.

(34) Filed on June 18, 2009 as an exhibit to the Company’s Current Report on Form B-K,
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DAVITA INC.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining an adequate system of intenal control over financizl reporting designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with U.S. generally
accepied nccounting principles and which includes those policics and procedures that (i) pertain to the maintenance of records that, in reasenable detail,
accurately and fairly reflect the wansactions and dispositions of the assets of the Company; (2) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordunce with U.S. gencrally acoepted accounting principles, and that receipts and expenditures of
the Company are being made only in accordance with authorizations of management znd directors of the Company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have a material effect on the financial
slatements.

During the last fiscal year, the Company conducted an evaluation, under the oversight of the Chief Executive Officer and Chief Financial Officer, of the
effectiveness of the design and operation of the Company’s internal control over financial reporting. This evaluation was compictcd based on the criteria
established in the report titled “Internat Control—Integrated Framework™ issued by the Committee of Sponsoring Organizations of the Treadway Comunission
(COS0).

Based upon our evaluation under the COSQ framework, we have concluded that the Company’s intemal control over financial reporting was cffective as
of December 31, 2009.

The Company’s independent registered public accounting fim, XPMG LLP, has issued an sttestation report on the Company’s intermal controf over
financial reporting, which report is included in this Annual Report.

F-1
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
DaVita Inc..

We have audited the accompanying consolidated balance sheels of DaVita Inc, and subsidiaries as of December 31, 2009 and 2008, and the related
consolidated statements of income, equity and comprehensive income, and cash flows for each of the years in the three-year period ended December 31, 200%.
These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is 1o express an opinion on these consolidated
financial statements based on our audils.

We conducted our andits in accordance with the standards of the Publie Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit 1o obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on @ test basis, evidence supporting the amounis and disclosures in the financial slatements. An aedit also includes assessing the accounting principles
used and significant estimates made by management, as wetl as evaluating the overalt financial statement presentation. We belicve that our avdits provide a
reasonable basis for our opinion.

In our epinion, the consolidated financial statements referred to above present fairly, in all matenal respects, the financial position of DaVita Inc. and
subsidiarics as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the years in the three-year period ended
December 31, 2009, in conformity with U.S, generally accepted accounting principles.

As discussed in Note 1 to the consolidated financial statements, the Company adopted Financial Accounting Standards Board {FASB) Statement of
Financial Accounting Standards No. 160, Noncontrolling Interests in Consolidated Financial Statements {included in FASB ASC Topic 810, Consolidation), on a
prospective basis cxcept for the presentation and disclosure requirements which were applicd rerospectively for all periods presented effective January 1, 2009,

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), DaVita Inc.’s internal control
over financial reporting as of December 31, 2009, based on criteria established in Internal Control—Integrated Framework issued by the Commiltee of
Sponsoring Organizations of the Treadway Commission (COS0), and our report dated February 25, 2010 expressed an unqualified opinion on the effectiveness
of the Company’s internal control over finaneial reporting.

/s{ KPMG LLF

Seattle, Washington
February 25, 2010

Source: DAVITA INC, 10-K. February 25, 2010 Pmvered by Marmingsiar® Document Research™
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Dircctors and Shareholders
DaVita Inc.:

We have audited DaVita Inc.’s internal control over financial reporting as of December 31, 2009, based on criteria established in Internal
Control—Integrated Framework issued by the Commitiee of Sponsoring Organizations of the Treadway Commission (COSO). DaVita Inc.’s management is
responsibie for maintaining effective internal control over financial reporting and for its assessment of the effectivencss of intemal contrel over financial
reporting, included in the accompanying “Management’s Report on Internal Control Over Financial Reporting™. Our responsibility is to express an opinion on the
Company’s internal control over finaneial reporting based on our audit.

We conducted our andit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain rcasenable assurance about whether effective internal control over financial reporting was maintained in all material
respects, Qur audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectivencss of internal control based on the assessed risk, Our audit also included performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion,

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over
financiai reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparetion of
financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and {3} provide reasonable assurance regarding prevention or timely detection of
unnuthorized acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
cffectiveness to future periods are subject to the risk that controls may become inadequatc because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate. .

In our opinion, DaVila Inc. maintained, in 1l materizl respecis, effective intcmnal control over financial reporting as of December 31, 2009, based on
criteria established in Internal Control—Integrated Framework issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance
sheets of DaVita Inc. and subsidiaries as of December 31, 2009 and 2008, and the related consolidated statements of income, equity and comprehensive income,
and cash flows for cach of the years in the three-year pesiod ended December 31, 2009, and our report dated February 25, 2010 expressed an unqualified opinion
on those consolidated financial statements.

/s KFMG LLP

Seattle, Washington
February 25, 2010
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DAVITA INC.

CONSOLIDATED STATEMENTS OF INCOME
(Sallars in thousands, except per share data)

Net operating revenues

Operating expenses and charges:
Patient care cosis
General and administrative
Depreciation and amortization
Provision for uncollectible accounts
Equity invesiment income
Valuation gain on alliance and product supply agreement
Total operating expenses and charges

Operating income

Dcbt expense
Other income, net

Income before income texes
Income Llax expense

Net income
Less: Net income aftributable to noncontrolling interests

Net income attributable to DaVita Inc.

Earnings per share:
Basic earnings per share attributable to DaVita Ine.

Diluted eamings per share attributable to DaVita Inc,

Weighted average shares for carnings per share:
Basic

Diluted

Year ended December 3,
2009 2008 2007

6,108,800 5 5660173 § 5264151
4,248,668 3,920,487 3,590,344
531,531 508,240 491,236
228,986 216,917 193,470
161,786 146,229 136,682
(2,442) (796) a21n
— — (55275)
5,168,529 4,791,077 4,355,240
940,271 869,096 908,911
(185,755) (224,716) (257,147
3,708 12,411 22,460
758,224 656,791 674,224
278,465 . 215471 245581
479,759 421,320 428,643
(57.075) (47,160) (46,865)
422,684 $ 374,160 5 381,778
4,08 $ 3.56 b 3.61
4,06 3 3.53 5 3.55
103,603,885 105,149,448 105,893,052
104,167 685 105,939,725 107,418,240

Sec notes to consolidated financial statements.

Source: DAVITAIMC, 10-K, February 25, 2010
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DAVITA ENC.

CONSOLIDATED BALANCE SHEETS
(doMars in thonsands, except per share data)

ASSETS
Cash and cash equivalents
Short-term investments
Accounts receivable, less allowance of $229,317 and $211,222
Inventorics
Other receivables
Other current assets
income tax receivable
Deferred income taxes

Total current assets
Property and equipment, net
Arnoriizable intangibles, net
Equity investments
Long-term investments
Other long-term assets
Goodwill

LIABILITIES AND EQUITY
Aceounts payable
Cther liabilities
Accrued compensation and benefits
Current portion of long-term debt
Income taxes payable

Total currcnt liabilities
Long-term debt
Qther long-term liabitities
Alliance and product supply agreement, net
Deferred income laxes
Total liabilities
Commitments and contingencies
Noncontrolling tnterests subjeet to put provisions
Equity:

Preferred stock ($0.001 par value, 5,000,000 shares authorized; none issued)

Common stock (50.001 par value, 450,000,000 shares authorized; 134,862,283 shares issued; 103,062,658 and

103,753,673 shares outstanding)
Additional paid-in capital
Rctnined earnings
Treasury stock, at cost (31,799,585 and 31,108,610 shares)
Accumulated other comprehensive loss
Total DaVita Inc. sharcholders’ equiry
Noncontrolling intcrests not subject to put provisions

Total equity

See notes to consolidated financial statements.

Source: DAVITA INC, 10-K, February 25, 2010

1ay

December 31,
2009 2008

$ 539,459 $ 410881
26,475 35,532
1,105,903 1,075,457
70,041 84,174
263456 239,165
40,234 33,761

— 32,130
256,953 217,196
2,302,521 2,128,296
1,104,925 1,048,075
136,732 160,521
22,631 19,274
7,616 5,656
32,615 47330
3,951,196 3,876,931
$ 7,558,236 $ 7286,083
§ 176,657 $ 282,883
461,092 495239
286,121 312,216
100,007 72,725
23,064 —
1,046,941 1,163,063
3,532,217 3,622,421
87,692 101,442
30,647 35977
334,855 244 884
5,032,352 5,067,787
331,725 291,397
135 135
621,685 584,358
2,312,134 1,389,450
(793,340) (691,857)
(5,548) {14,339)
2,135,066 1,767,747
59,093 59.152
2,194,159 1,826,899
§ 7,558,236 $ 7,286,083
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DAVITA INC.

CONSOLIDATED STATEMENTS OF CASH FLOW
(dollars in thousands)

Year ended December 31,

2009 2008 2007
Cnsh flows from operating, acHvirics:
HNet income, £ 479,759 421320 £ 428,643
Adjustments 1o recancike net income to cash provided by operating activities:
Depreciation and amostization 228,986 216,917 193,470
‘Valuation gain on alliance and product supply agreement — — (85,275)
Stock-based compentatian expense 44,422 4],235 34,149
Tax benefits from stock award exercises 18,241 13,938 32,788
Exocss tax benefits from siock awerd exercises (6,950) {8,013} (25,541)
Deferred income laxes 50,869 94,912 18,601
Equity investment incame, nct {204) (796) {1,217)
Loss (goin) on disposal of assets 9,761 15,216 (2.825)
Non-cash debt expense and non-cash rent charges 11,184 11,794 12,7113
Changes in operating assets and liabilities, net of effect of acquisitions and divestines:
Accaunts reccivable (32,313) (149,939) 15,511
Inventaries 15,115 (2,715) 11,271
Onher receivables and other current assets (35,104) (40,960) (61,049)
Crher long-term ascets 1288 (11.,929) (14,528)
Accounts payahls {104,879) 57422 9.216)
Acaued compensation and benefits (9,138} (31,600) 9,601
Onher currend liabilities (43,543) ’ ‘8,874 657
Income taxes 44,578 {30,087) (11,942}
Other Jong-term liabilities (11,362) 8,067 5,764
Net cash provided by opcrating activities 666,710 613,701 581,065
Cash Rows from invesling activines;
Additions of property and equipment (274,605) (317,962) (272.212)
Acuisilions (87,617 (101,959) {127,094
Proceeds from asset sales 7,697 530 12,289
Purchase of investmenis available-for-sale (2,062) (2,009) (52,085)
Purchase of irvestments held-ic-matarity {22,664) {21,048) {23,061)
Pruceeds from the sole of inveshmenis available-for-sale 16,693 21,291 32,174
Procceds from manurities of investments held-to~maurity 16,380 21,355 4,795
Purchasc of cquily investments ’ (2,100% — {17,550)
Distributions received on equiry investments 2,547 . 908 1,134
Puarchase of inlangible assets (32%) (65) (2,291
Other investment activity — 1,220 (2,942)
Net cagh used in investing activities (346,050) {397,739) {446,743)
Cash flows from financing activitics:
Bomowings 18,767,592 17,089,018 13,113,640
Payments on long-term debt (18,828,329} (17,102,569) {13,160,942)
Deferred financing costs (42) (130) (4,511)
Purchasc of reasury stock (153,495) (232,715) {6,350)
Excess tax benefits fram stack award exercises . 6,950 8,013 25,541
Stock award exercises and other share issuances, oet 47,908 40,247 62,902
Distributions o noncontrolling intcrests {67,748) (59,35T) (48,029)
Contributions from noncomtrolling interests 13,071 19,074 14,735
Praceeds from sales of additional noncontrolling interesis : 9,375 10,701 5,536
Purchases from noncontrolling imerests (6,859) (24,409) —
Net cash (used in) provided by [mancing activities (192,072) (252,127) 2,522
Net increase (decrease) in cash and cash cquivalents 128578 (36,165) 136,844
Cash and ¢ash equivalents at beginning ol year 410,381 447,046 310,202
Cash and cash equivalents at end of year 5 539,459 5 410,881 5 447,046

See notes to consolidated financial statements.
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Non-controlling
interests
subject to put
provisions

DAVITA INC.

CONSOLIDATED STATEMENTS OF EQUITY
AND
COMPREHENSIVE INCOME
{dollars and shares in thousands)

DaVita In¢, Shareholders’ Equity
Treasury stoch
Shares Amount

Acc Inted
other
comprehensive
income {foss)

Common stock
Shares  Amount

Noo-controlling
interests not
subject to put
provisions

Additional
paid-in
capital

Retained
earnings

Comprebensive

Total income

Balance at
December 31,
2006 S

Comprchensive
income:

Net income

Unrealized
losscs on
ioterest rate
swaps, net of
tax

Less
reclassification
aof not swap
realized goins
intp net
income, net
of tex

Unrcalized gpins
an

191,871

30,157

investments,
net of tiax

Less
reclassification
aof net
invertment
realized gning
into net
income, nct
of tm

Total
comprehensive
ihcome

Cumulanve effect
of change in
accounting
principle SFAS
Interpreation
Mo (FTN) 4B

Stock purchase
shares issued

Stock unit shares
issued

Stock pptions and
SSARs
exercised

Stock-based
compensation
expense

Excess tax benefits
from stock
awards exercised

Distributions to
nencontrobling

interests

Contributions from
poncontrolling
intercsls

Sales and
assumpiions of
additionnl
nencentolling
interests

Changes in fair
valug of
noncontrolling
interesLs

Other adjustments
ta
nancontrolling
irmerssts

Purchase of
weasury stock

(28,553)

9124

6,061

121,374

433

134862 % 135% 523,500 8 1129621 (30,226) § (526,520} § 12997 5 1,138333 § 37,079

38L778 38E,778 10,708 £ 428,643

(7,168) {7,169 (7,169)

(8858) (5.858) (8.858)

4211 421 421

(3,692) (3,692)

(3,692}

5 413,135

3.891 3,891

3,831 124 2,160 5,991

{1,348) 120 2,098 250

13,420 2,36t 41,268 54,697

34,149 34,149

27,428 27,428

19.476)

5,611

7,281

(121,374) (121,374) -

975

{1in (6,350) {6,350)

Balance at
December 31,

2007 13 330,467

Source: DAVITA INC, 10-K, February 25, 2010

134862 § 135§ 479,115 § 1,515290(27.732) § (4B7.744) § (2,511) 3 1,504285 % 48178
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Camprehensive
income;
Net income 30,401
Unrealized .
losses oo
interest rate
swaps, nct of
1ax
Less
reclassification
of net swap
realized
lossed into
net incame,
net of tax
Unrealized
losses on
iovestments,
net of ax
Less
reclassification
of net
irvestment
realized gains
into net
income, net
of tme
Tolal
comprehensive
income

Source: DAVITAING, 10-K, February 25, 2010

374,160

(12,%47)

2,5%0

(1,179

(297)

F-7

174,160

(12,947)

(257)

16,759 § 421,320

(12,947)

590

{1174)
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5 409,492
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Non-contrnlling
Interests
subject to put
provisions

DAVITA INC.
CONSOLIDATED STATEMENTS OF EQUITY
AND
COMPREHENSIVE INCOME—(Continued)
(dollars and shares in thousands)

DaVita Inc. Shareholders’ Equity

Common stock
Shares  Amount

Additiona)

Retained
earnings

paid-in
capital

Accumutated
other
comprehensive
Income {loss)

Tren.rm_-z stach

Shares Amount

Tatal

Non-controiling
Interesos mot
subject to put
provisions

Comprehbensive
Income

Stwock purchase
shores issued

Stock unit shares
issued

Stock options and
S5ARs exercised

Stock-based
compensation
expense

Excess tax benefits
from stock
awaords exercised

Distributioms 1o
nomeontrotling
interests

Canmbutions from
noncotralling
interests

Sales and
assumptions of ’
additional
noncontrolling
interests

Purchnses frem
noncantrolling
interests

Changes in fair
value of
nancontrolting
interests

Onher adjustments to
noncantrolling
intcresls

Purchnse of trensary
stock

(40,016)

7,305

9,389

{2,347)

(43,254)

(548)

2,981
(2.670)

12,278

41,235

8,165

43,254

Balance at
Decemnber 31,
2008 b3
Comprchensive
income:
Met incomne
Unrealized Tosses
on intcrest
rate swaps,
nct of tax
Less
reclassification
of net swap
renlized losses
into net
income, net of

291397

38,381

mx
Unrenlized gaing
on

investments,
net of tax
Less
reclassification
of net
investment
realized gains
into net
income, net of
nx
Totl
comprehensive
income

Stock parchasc
shares issued

Siack unit shares
issued

Swock options and
S5ARs exercised

Stack-based
compensation
expensc

134862 § 135%

Source: DAVITAINC, 10-K, February 25, 2910

584,358 5§ 1,889,450

422,684

2,135
(1570)

15,598

44,422

1730
18 3,544

1,133 13,328

(232,715)

(4,789)

4,71k
874

15,606

41,235

8,165

43,254

(232,715)

(19,341)

11,769

4,726

(.2,334)

(605)

(31,109) & ({691,857 §

(2.578)

10,542

936

159)

107 2,387

69 1,570

1,036 48,055

(14339 § 1,767,747 S

422,684

(2.578)

10,542

986

(159)

4,522

63,653

44,422

59,152

18,694 § 479,759

(2.578)

10,542

986

{159

£ 438,550
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Excess Lax benefits
from stock
awards exercised

Distributiens to
noncontrolling
interests

Contributions from
noncantrolling
interests

Sales and
assumptions of
additionat
noncomrolling
interests

Purchnses from
noncontrolling
interests

Changes in fair
value of
noncontrolling
interests

Other adjustments

Purchase of treasury
slock

Balance at
December 31,
2009

6,150 6,150
{44,277) (23,471)
10,502 2,569
13,453 (529) (529) 4,039
(2,594} (3,721} 3,721} (544)
24,819 {24,819) {24,819) —
14 (339) (335) {1,346)
{2,903) (153,495) (153,495)
331,725 [134862 5 135§ 621,685 5 2,312,134 (31,8000 5 (793,340) § (5,548) § 2,135066 § 59,093

Source: DAVITA INC, 10-K. February 25, 2010

See notes to consolidated financial statements.
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data)

1. Organization and summary of significant accounting policies
Organization
DaVita Inc. principally operates kidney dialysis centers and provides related lab services primarily in dialysis centers and in contracted hospitals across the
United States. The Company also operates other ancillary services and strategic initiatives which relate primarily to its core business of providing renal care
services. As of December 31, 2009, the Company operated or provided administrative services to 1,530 outpatient dialysis centers located in 43 states and the
District of Columbia, scrving approximately 118,000 patients. The Company’s dialysis and related lab services business qualifics as a separately reportable
segment and all other ancillary services and strategic initiatives have heen combined and disclosed-in the other scgments category.

Basis of preseniation

These consolidated financial statements are prepared in sccordance with United States generally accepted accounting principles. The financial satements
include DaVita and its subsidiarics, partnerships and other entitics in which it maintains a 100%, mejority voting, or other controlling financial interest
(coliectively, the Company). All significant intercompany transactions and balances have been eliminated. Non-marketable ¢quity investments are recorded
under the equity or cost method of accounting based upon whether the Company has significant influence over the investee. The Company has evaluated
subscquent events thraugh February 25, 2010, which is the date these consolidated financial statements were issued,

Use of estimates

The preparation of financial statements in conformity with United States generally accepted accounting principles requires the use of estimates and
assumptions that affect the reporied amounts of revenues, expenses, assets, liabilities and contingencies. Although actual results in subsequent periods will differ
from these estimates, such estimates are developed based on the best information available to management and management’s best judgments at the time madc.
All significant assumplions and estimates underlying the amounts reported in the financial statements and accompanying notes are regularly reviewed and
updated. Changes in estimates are reflected in the financial statements based upon on-going actual experience trends, or subsequent settiements and realizations
depending on the nature and predictability of the estimates and contingencics. Interim changes in estimates related to annual operating costs are applied
prospectively within annual periods.

The most significant assumptions and estimates underlying these financial statements and accompanying notes involve revenue recognition and provisions
for uncollectible accounts, impairments and valuation adjustments, accounting for income taxes, quarierly variable compensation accruals, purchase accounting
valuation estimatcs, fair value estimates and stock-bascd compensation. Specific cstimating risks and contingencies arc further addressed within these nolcs to
the consolidated financial statements.

Net operating revenues and accounts receivoble

Revenues associated with Medicare and Medicaid programs are recognized based on: (a) the payment rates that are established by statute or regulation for
the partion of the payment rates paid by the govemment payor (c.g., 0% for Medicare patientis) and (b) for the portion not paid by the primary government
payaor, estimates of the amounts ultimately collcctibte from other government programs paying secondary coverage (e.g., Medicaid
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DAVITA INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)
{dollars in thousands, except per share data)

secondary coverage), the patient’s commercial health plan secondary coverage, or the patient. Revenues rssociaied with commercial health plans are estimated
bused on contractual terms for the paticnts under healthcare plans with which the Company has [ormal agrcements, non-contracted health plan coverage terms il
known, estimated secondary collections, historical coliection experience, historical trends of refunds and payor payment adjustments (retractions), inefliciencies
in the Company’s billing and collection processes that can result in denied claims for payments, and regulatory compliance issucs.

Operating revenucs are recognized in the period services are provided. Revenues consist primarity of payments from Medicare, Medicaid and commercial
health plans for diatysis and ancillary services provided to patients. A usual and customary fee schedule is maintained for the Company’s dialysis trcatments and
other patient services; however, actual collectible revenue is normally recognized at a discount from the fee schedule.

Commercial revenue recognition involves significant estimating risks. With many larger, commercial insurers the Company has several different contracts
and payment arrsngements, and Lhese contracts oflen include only a subset of the Company’s centers. It is often not possible to determine which contract, if any,
should be applicd prior to billing. In addition, for services provided by non- contracted centers, final collection may require specific negotiation of a payment
amount, typically at a significant discount from the Company's usual and customary raies.

Services covered by Medicare and Medicaid are less subject to estimating risk. Both Medicare and Medicaid rates use prospective payment methods
established in advance with definitive terms. Medicare payments for bad debt claims are subject to individual center profitability, as established by cost reports,
and require evidence of collection cflorts. As a result, billing and collection of Medicare bad debt claims are often delayed significantly, and final payment is
subject to audit.

Medicaid payments, when Medicaid coversge is secondary, can also be difficult to estimate, For many states, Medicaid payment terms and methods differ
from Medicare, and may prevent accurate estimation of individual payment amounts prior to billing.

Net revenue recognition and allowances for uncollectible billings require the use of estimates of the amounts that will ultimately be rcalized considering,
among other items, retroactive adjustments that may be associated with regulatory reviews, audits, billing revicws and other matters.

The Company’s range of revenue cstimating risk for the dialysis and related lab services segment is generally expected to be within 1% of ils revenue.
Changes in revenue estimates for prior periods are separately disclosed, if material.

Management and administrative support services are provided to dialysis centers and physician practices and clinics that the Company docs not own or in
which the Company does not maintain a controlling ownership interest. The management fees are principally dctermined es a pereentage of the managed
operations” revenues or ¢ash collections and in some cases an additional component based upon a percenlage of opcrating income. Management fees are included
in net operating revenues as camed, and represent less than 1% of total consolidated operating revenues.

Other income, net
Other income includes interest income on cash investments and other non-operating gains and losses from investment transactions.
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)
(dollars in thousands, except per share data)

Cash and cash equivalents
Cash cquivalents are highly liquid investments with maturities of three months or less at date of purchase.

Imventories

Inventories arc stated at the Yower of cost (first-in, first-out) or market and consist principally of pharmaceuticals and dialysis-related supplies, Rebates
related to inventory purchases are recorded when earned and are based on certain achievement faciors such as process improvements, data submission and some
combination of these factors.

Property and equipment

Property and cquipment is stated at cost less accumulated depreciation and amortization and is further reduced by any impairments, Maintenance and
repairs are charged lo expense as meumred. Depreciation and amortization expenses are computed using the straight-line method over the useful lives of the assets
estimated as follows: buildings, 20 1o 40 years; leaschold improvements, the shorter of their cconomic uscful life or the expected leasc term; and equipment and
information systems, principally 3 to 8 ycars. Disposition gains and losses arc included in current operating expenses.

Investments

Based upen the Company’s intentions and ability to hold certain assets until maturity, the Company classifies certain debt securitics as held-to-maturity
and measures them at amortized cost. Based upon the Company’s other strategics involving investments, the Company classifies equity securities that have
readily determinable fair values and certain other debt securities as available for sale and measures them at fair value. Unrealized gains or losses from available
for sale investments are recorded in other comprehensive income until realized.

Amortizable imtangibles

Amortizable intangible assets and linbilitics include non-competition and similar ngreements, lease agreements, hospital acute services contracts, deferred
debt issuance costs and the Alliance and Product Supply Agrecment, each of which have finite useful lives. Non-competition and similar agreements are
amortized over the terms of the agrcements, typically ten years, using the straight-line method. Lease agreements and hospital acute service contracts are
amortized straight-ling over the term of the lease and the eontract period, respeetively, Deferred debt issuance costs are amortized to debt expense over the term
of the reiated debt using the effective interest method. The Alliance and Product Supply Agreement intangible liability is being amortized using the straight-line
method over the term of the agreement, which is ten years.

Goodwill

Goodwill represents the difference between the fair value of acquired businesses and the fair value of the identifiable tangible and intangible net assels
acquired. Goodwill is not amortized, but is assessed for valuation impairment as circumstances warrant and at least annually. An impairment charge would be
recarded 1o the extent the book value of goodwill exceeds its fair value. The Company operates several reporting units for goodwill impairment assessments.
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)
(dollars in thousands, except per share data)

Impairment of long-lived assets
Long-lived assets, including property and cquipment, equity investments in non-consolidated businesses, and amortizable intangible assets with finite
useful lives, are reviewed for possible impairment at least annually and whenever significant events or changes in circumstances indicate that an impairment may
have occurred, including changes in our busincss sirategy and plans, changes in the quality or structure of our relationships with our pariners and deteriorating
operating performance of individual dialysis ceaters or other operations. An impairment i8 indicated when the sum of the expected future undiscounted net cash
flows identifiable to an asset or asset group is less than its carrying vatue. Impairment losses are determined from actual or estimated fair values, which are based
on market values, net realizable values or projections of discounted net cash flows, as appropriate. Impaimment charges arc included in operating expenses.

Income taxes
Federal and state income taxes are computed at current enacted tax rates, less 1ax credits using the asset and lizbility method. Deferred taxes are adjusted
both for items that do not have tax consequences and for the cumulative effect of any changes in tax rates from those previously used to determine deferred tax
assets or liabilities. Tax provisions include amounts that are currently payable, changes in deferred tax assets and liabilitics that arise beeause of temporary
differences between the timing of when items of income and expense are recognized for financial reporting and income tax purposes, changes in the recognition
of tax positions and any changes in the valuation allowance caused by a change in judgment about the realizability of the related deferred tax assets. A valuation
allowance is cstablished when necessary to reduce deferred tax assets to amounts expected to be realized.

The Company uses a recognition thresheld of more-likely-than not and a measurement attribute on all tax positions taken or expected to be taken in & tax
return in order to be recognized in the financial statements. Once the recognition threshold is met, the tax position'is then measured to determine the actual
amount of benefit to recognize in the financial statements.

Self insurance

The Company maintains insurance reserves for professional and general liability and workers’ compensation in excess of certain individual and or
aggregate amounts not covered by third-party camiers. The Company estimates the self-insured retention portion of professional and general liability and
waorkers’ compensation risks using third-party actuarial calculations that are based upon historical claims experience and expectations for future claims.

Noncontrolling interests

Noncontrolling interests represent the cquity interests of third-party owners in consolidated entities which are majority-owned. As of December 31, 2009,
third partics held noncontrolling ownership intercsts in 137 consolidated entities. See discussion below on the retrospective application of adopting the
presentation and disclosure requirements relating to noncontrolling interests.

Stock-based compensation

The Company’s stock-based compensation awards are measurcd at their eslimated fair value on the date of grant and recognized as compensation expense
on the straight-ling method over their individual requisite service periods. The Company implemented these requirements for all stock-based awards using the
modified prospective transition method. ’
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DAVITA INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollars in thonsands, excepl per share data)

Interest rate swap agreemenis

The Company has entered into several interest rale swap agreements as a means of hedging its exposure to and volatility from variable-based interest rate
changes. These agreements arc designated as cash flow hedges and are not held for trading or speculative purposes, and have the economic effeet of converting
portions of the Comparry’s variable rate dcbt to a fixed rate. See Note 13 to the consolidated financial statements for further details.

Fair vatue estimates

The Company measures the fair value of certain assets, liabilitics and noncontrolling interests subject to put provisions based upon certain valuation
techniques that include observable or unobservable markct inputs and assumptions that market participanls would use in pricing these assets, liabilities and
noncontrolling interests subject to put provisions, The Company alse has classified its assets, hiabilities and noncbntrolling interests subject to put provisions into
the appropriate fair value hicrarchy levels as defined by the FASB. Sce Note 23 to the consolidated financial statemenls for further details.

New accounting standards

On June 29, 2009, the Financial Accounting Standards Board (FASB) establishcd the FASB Accounting Standards Codification (Codification) as the
single source of authoritative U.S. generally accepted accounting principles {GAAP) for all nengovemmenial entities. Rules and interpretive releases of the
Securities and Exchange Commission (SEC) are also sources of authoritative U.S. GAAP for SEC registrants. The Codification does not change U.S. GAAP but
tekes previously issucd FASB standards and other U.S. GAAP authoritative pronouncements, changes the way the standards are referred to, and includes them in
specific topic areas. The Codification is effective for financial statements issued for interim and annual periods ending aficr September 15, 2009, The adoption of
the Codification did not have any impact on the Company’s consolidated financial statements.

Effective January 1, 2009, the Company is required to reat noncontrolling interests as a separate component of equity, but apart from the Company’s
cquity, and not as a liability or other item outside of cquity. The Company is also required to identify and prescnt consolidated net income attributable to the
Company and to nonconirolling interesis on the face of the consolidated statement of income. Previously, the Company had reported minority interesls
(nencentrolling interests) as a reduction to operating income. In addition, changes in the Company’s ownership interest while the Company retains a controlling
financial interest should be accounted for as equity transactions, The Company was also required to expand disclosures in the financial statements to inciude a
reconciliation of the beginning and ending balances of the equity attributable to the Company and the noncontrolling owners and a schedule showing the effects
of changes in the Company's ownership interest in a subsidiary on the equity anributabie to the Company. This change did not heve a material impact on the
Company's consolidated financial statements; however, it did change Lhe presentation of minority interests (noncontrolling interests) in the Company’s
consolidated financial statements. In conjunction with adopting these requirements, the Company was required to classify securitics with redemption features that
arc not solcly within the Company s control such as the Company’s noncontrolling inicrests that are subject to put provisions outside of permanent cquity and to
measure thesc noncontrolling interests at fair value, Sce Note 22 to the Company's consolidated financial statements for further details, These consolidated
financial statements have been recas for all prior periods presented for the retrospective application of these presentation and disclosure requirements.
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DAVITA INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dodlars in thonsands, except per share data)

The ¢ffects of the change upon the retrospective application of these presentation and disclosure requirements were as follows:

Consolidated income statements:

2008 1007
Operating income:
Operating income as previcusly reported $ 821,765 $ 862,209
Reclassification of noncontrolling intercsts 47331 46,702
Operating income as adjusied 5 869,096 $ 908,911
Income taxes:
Income taxes as previously reported : £ 235,300 $ 245,744
Income taxes associated with noncontrolling interests 171 (163)
Income taxes as adjusted $ 235,471 $ 245,581
Consolidated balance sheet:
2008
Noneontrolling Noncontrolling
interests not interests Additonal

Income tax Minority sobject to pot subjeet to put pald in

receivable intereat provisions provisions capital
Balances as previously reported 5 32,138 $ 165846 b3 — $ — $ 769,069
Net change () {165,846) 59,152 291,397 {184,711}
Balances as adjusted $ 32130 $ — $ 59,152 5 291,397 £ 584,358
Consolidated statements of cash flow:

2008 2007

Cash flows from operating activities: .
Net cash provided by operating activities as previously reported . $ 555931 $ 533,036
Reclassification of distributions to noncontrolting interests to cash lows from financing activities 57,770 48,029
Net cash provided by operating activities as adjusied $ 613,701 § 581,065

2. Earnings per sbare

Basic net income per share is calculated by dividing net income by the weighted average number of common shares and vested stock units cuistanding.
Diluted net income per share includes the dilutive effect of stock options, stock-sciiled stock appreciation rights and unvested stock units under the treasury stock
method.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continned)
(dollars in thonsands, except per share data)

The reconciliations of the numerators and denominators used to calculate basic and diluted net income per share are as follows:

Year ended December 31,
2009 . 2008 2007
{thares in thonsands)
Basie:
Net income attributable to DaVita Inc. $ 422684 § 374,160 § 381,778
Weighted avcrage sharcs outstanding during the year 103,595 105,140 105,848
Vested stock units 9 9 45
Weipghted average shares for basic earnings per share calculation 103,604 105,149 105,893
Basic net intome per share attributable to DaVita Inc 5 408 % 356 $ 3.61
Diluted:
Net income attribulable to DaVita Inc. § 422684 5 374,160 $ 381,778
Weighted avcrage shares outstanding during the year 103,595 105,140 105,848
Vested stock units . 9 ) 45
Assumed incremental shares from stock plans 564 791 1,525
Weighted average shares for diluted camings per share catculation 104,168 105,940 107 418
Diluted net income per share attributsble to Da¥ita Inc . 5 406 % 353 % 3.55
Shares subject to anti-dilutive awards cxcluded from calcutation(1) 9,912 10,053 260
(1)  Shares associated with stock options and stock-settled stock appreciation rights that are excluded from the diluted denominator calculation because they
are anti-ditutive under the treasury stock method,
3. Accounts receivable
Approximately 18% and 9% of the accounts receivable balances as of December 31, 2009 and 2008, respectively, were more than six months old, and
there were no significant balances over one year old, Approximately 2% and 1% of our accounts reccivable as of December 31, 2009 and 2008, respectively,
relate 10 amounis due from patients. Accounts receivable are principally from Medicare and Medicaid programs and commercial insurance plans,
4. Onher receivables
Other reccivables were comprised of the following:
December 31,
2009 1008
Supplier rcbates and other non-trade receivables 5 195753 % 172,604
Medicare bad debt claims 45,600 38,700
Operating advances under management and administrative services agreements 22,103 27,861

$ 263,456 $ 239,165

Operating advances under management and administrative services agreements are generally unsecured.

F-15

Spurce: DAVITA INC, 10—K, February 25, 2010 Fawsred ty Marmingetar® Dacument Ansearch™




DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Countinued)
{dollars in thousands, except per share data)

5. Other current assets
Other current essets consist principally of prepaid expenses and operating deposits.

6. Property and equipment
Property and equipment were comprised of the following:

December 31,
) 2009 2008

Land $ 11,771 s 11,7

Buildings 34,294 33,833

Leasehold improvements 997,668 873,306

Equipment and information systems 999,305 928,795

New center and capital asset projects in progress 32,280 36,875
2,075,318 1,884,580

Less accumulated depreciation and amortization {970,393) (836,505)

$ 1,104,925 $ 1,048,075

Depreciation and amortization expense on property and equipment was $214,513, $201,006 and $178,990 for 2009, 2008 and 2007, respectively.

Interest on debt incurted during the development of new centers and other capital asset projects is capitalized as a component of the asset cost based on the
respective in-process capital asset balances. Interest capitalized was $3,627, $4,189 and $3,878 for 2009, 2008 and 2007, respectively.

7. Amortizable intangibles
Amontizable intangible assets were comprised of the following:

December 31,
1009 2008
Noncompetition and other agrecments $ 291,022 $ 285270
Lease agreements 8,156 8,637
Deferred debt issnance costs 72,656 72,748
371,834 366,655
Less accurnulated amortization (235,102) (206,134)
Total amortizable intangible assets $ 136,732 £ 160,521
Amortizabic intangible liabilities were comprised of the following:
December 31,
2009 2008
Alljance and product supply agreement commitment (See Note 22) $ 68,200 $ 68,200
Less accumulated amortization (37,553) (32 223)
$ 30,647 $ 35977
F-16
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DAVITA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contipued)
(dollars in thovsands, except per share data)

Net amortization expense from noncompetition and other agreements and the amortizable intangible labilitics was $14,471, $15,911 and §14.480 for
2009, 2008 and 2007, respectively. Lease agreements which are amortized to rent expense were $565 in 2009, $1,420 in 2008 and $2,240 in 2007, respectivcly.
Deferrcd debt issuance costs are amortized to debl expense as described in Note 13 to the consolidated {inancial statements.

Scheduled amortization charges from intangible assets and liabilitics as of December 31, 2009 were as follows:

Alliance and
Noncompetition and Deferred debt Product Supply
other ugreements issuance costs Agreement Hability
2010 ' s 20,100 ) 9,390 $ (5,330)
2011 19,660 8,922 (5,330)
2012 18,935 6,423 (5,330)
2013 16,817 2,741 (5,330)
2014 15,133 2,290 (5,330)
Thereafter ‘ 15,844 477 (3,997)

8. Equity investments

Equity investments in non-consofidated businesses were $22,631 and $1 9,274 at December 31, 2009 and 2008, respectivety. During 2009, 2008 and 2007,
the Company recopnized income of $2,442, $796 and 51,217, respectively, relating to equity investmens in non-consolidated businesses under the equify method
of accounting. Sce Note 17, section Changes in DaVita Inc. s ownership inleresi in consolidated subsidiaries to the consolidated financial statements for
additional information regarding equity investment transactions.

In 2009, the Company also contributed $1,100 to an existing joint venture in which the Company owns & 50% equity investment. On December 31, 2007,
the Company acquired a 50% equity investment in a joint venture that operated six dialysis centers for $17,550.

9. Investments in debt and equity securities

Based on the Company’s intentions and strategy involving investments, the Company classifies certain debt securities as held-to-maturity and records
them at amoriized cost. Equity securities that have teadily determinable fair values and other debt securities classified ns aveilable for sale arc recorded at fair

value,

The Company’s investments consist of the following:

December 31, 2009 December 31, 2008
Held to Avnilable Held to Avaflable
maturity for sale Totsl maturly for sale Total
Certificates of deposit, money market funds and U.S. treasury notes duc within
one year $ 25275 8 — $£25275 % 19355 § —  $19.355
Investments in mutual funds — 8,816 8,816 — 21,833 21,833
$ 25275 § 8816 $34091 § 19355 $ 21,833 § 41,188
Short-term investments $ 25275 8§ 1200 $26475 8§ 19355 % 16177 § 35532

Long-term investments — 7616 7,616 — 5,656 5,656
$ 25275 5 8816 $34091 § 19355 § 21833 § 41,188
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)
{dollars in thonsands, except per share data)

The cost of the certificates of deposit, money market funds and U.S. treasury notes at December 31, 2009 and 2008 approximates fair value. As of
December 31, 2009 and 2008, the available for salc investments included $205 and $1,558, respectively, of gross pre-tax vnrealized losses. During 2009 and
2008 the Company recosded gross pre-tax unrealized gains (tosses) of $1,614 and §(1,922), respectively, in other comprehensive income associated with changes
in the fair value of these investments, During 2009, the Company sold investments in mutual funds for net proceeds of $16,693, and recognized a pre-tax gain of
$261, or $159 afler tox, that was previously recorded in other comprehensive income. In 2009, the Company also purchasced approximately $6,300 of investments
that arc classified as held to maturity, net of investments routinely reinvested as required for VillageHealth, see discussion below. During 2008, the Company
sold investments in mutual funds for net proceeds of $21,291 and recognized a pre-tex gain of $486, or $297 after-lax, that was also previously recorded in other
comprehensive income. These pre-tax gains arc included in other income. See Note 18 ta (he consolidated financial statements for further details.

As of December 31, 2009, investments totaling $22,275 classified as held to maturity are uscd to maintain cerlain capilal requirements of the special needs
plans of VillageHealth, which is a wholly-owned subsidiary of the Company. As of December 31, 2009, the Company discontinued the VillageHealth special
needs plans and is in process of paying out ali incurred claims. The Company also expects to liquidate its investments that are currently held to maintain certpin
capital requirements as soon as all of the claims are paid and ihe various state regulatory agencies approve the release of these investments. The investments in
mutual funds classified as available for sale are held within a trust to fund existing obligations associated with several of the Company'’s non-qualified deferred
compensation plans,

During 2007, the Compeny sold its investment of $20,000, or two million shares in NxStage Medical, Inc., for et procecds of $25,868 and recognized a
pre-tax gain of $5,868, or $3,628 afler tax, that was previously recorded in other comprehensive income. The pre-inx gain is included in other income.

10, Guodwill
Changes in the book valuc of goodwill were as [ollows:

Year ended December 31,

2009 2008
Balance at January 1 § 3,876,931 § 3,767,933
Acquisitions ‘ 78,199 89,234
Sales of and purchases from noncontrofling interests {3,293) 20,141
Divestitures ' (641) -
DVA Renal Healthcare income tax adjustments — (642)
Other adjustments — 265
Balance at December 31 $ 3,951,196 5 3,876,931

As of December 31, 2009, there was $3,882,254 and $68,942 of goodwill associated with the dialysis and related lab services business and the ancillary
services and strategic initiatives, respectively.

As of December 31, 2008, there was $3,808,942 and $67,989 of goodwill associated with the dialysis and relnted lab services business and the ancillary
services and strategic initiatives, respectively.
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11. Other linbilities
Other accrued liabilitics were comprised of the following:

December 31,

2009 2008
Payor refunds and retractions $ 320,187 % 361205
Insurance and self-insurance accruals . 59,734 55,844
Accrued interest 36,881 44308
Accrued non-income tax liabilities 11,581 8,920
Intercst rate swaps 10,792 18
Other 21917 24 944

$ 461,092 § 495239

12. Income taxes
A reconciliation of the beginning and ending liability for unrecognized tax benefits that do not meet the more-likely-than-not threshold were as follows:

Year ended December 31,

1009 2008
Balance beginning 3 10,887 $ 25744
Additions for tax positions related to current year 6,939 - 1,934
Additions for tax positions related to prior years ' 14,941 463
Reductions for tax positiens related to prior years (1,738) (17,254)
Settiements (336) —
Balancc ending ’ $ 30,693 $ 10,887

As of December 31, 2009, it is reasonably possible that $18,342 of unrecognized lax benefits may be recognized within the-next 12 monihs, primarily
related to the filing of 1ax accounting method changes. These changes will have no impact on the Company’s effective 1ax rate. As of December 31, 2009,
unrecognized tax benefits totaling $12,351 would affect the Company’s effective tax rate, if recognized.

The Company recognizes accrued intercst and penalties related to unrecognized tax benefits in ils income tax expense. At December 31, 2009 and 2008,
the Company had approximatcly $3,226 and $1,402, respectively, accrued for interest and penalties related to unrecognized tax benefits, net of federat tax
benefits.

The Company and its subsidiaries file U.S. federal income tax returns and various state returns. The Company is no longer subject to U.S. federal, siale
and local examinations by tax authorities for years before 2004,
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Income tax expense consisted of the following:

Year ended December 31,
1009 2008 2007

Current:

Federal $°193181 $ 118,764 § 196,556

State 34,415 20,595 30,424
Deflerred:

Federal 44,376 $1,306 14,945

State 6,493 14,806 3,656

$ 278,465 § 235471 § 245581

Deferred tax assets and liabilities arising from temporary differences were as follows:

December 31,

2 208

Receivables $ 142,315 $ 108275
Ailiancc and product supply agreement 11,922 13,995

Accrued liabilities 125,992 117,474
Crther 62,208 65,635
Deferred tax assets 342,437 305,379
Valuation allowance (14,191) (12,588)
Net deferred tax assets 328,246 292,79t
[ntangible assets (317,306) (262,029)
Property and equipment (84,041} (55,747)
Other {4.801) (2,703
Deferred tax liabilities (406,148) (320,479)
Nect delerred 1ax liabilities $ (77,902) $ (27688)

At December 31, 2009, the Company had state net operating loss carryforwards of approximately $169,497 that expire through 2029, and federal net
operating loss carryforwards of $10,657 that expire through 2029, The utilization of these Josses may be limited in future years based on the profitability of
certain separate-retumn entities. The valuation allowance increase of $1,603 relates to changes in the estimated tax benelit of federal and siate operating losses of
separate-return entities.

The reconciliation between out effective tax rate from continuing operations and the U.S. federal income tax rate is as follows:

Year ended
December 31,

| 2009 2008 10
Federn! income tax rate 35.0% 35.0% 35.0%
Statc taxes, net of federal benefit . 37 37 .35
Changes in deferred tax valuation allowances 02 6.3 02

! Other 08 {0.3) 04
Impact of noncontrolling interests primarily attributable to non-tax paying entities 3.0 28 2an
Effective tax rate . 36.7% 35.9% 36.4%
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13. Long-term debt
Long-term debt was comprised of the following:

December 31,
e _ww
Senior Secured Credit Facilities:
Term loan A . 5 153,125 $ 214375
Term loan B 1,705,875 1,705,875
Senior and senior subordinated notes 1,750,000 1,750,000
Acquisition obligations and other notes payable 15,851 15266
Capital leasc obligations 4,635 ___ 5813
Total principel deby oulstanding 3,629,526 3,691,389
Premium on the 6 “/8% senior notes 2,698 3,757
3,632,224 3,695,146
Less current portion ’ 100,007) 72,725
$3,532217 $ 3,622,421
Scheduled maturities of long-term debt at December 31, 2009 were as follows:
2010 100,007
2011 67,589
2012 1,707,625
2013 901,374
2014 495
Thereafer 852,436

Senior Secured Credit Faciliry

The Senior Secured Credit Facilitics are guarantced by substantially all of the Company’s direct and indirect wholly-owncd subsidiaries and are secured by
substantially all of the Company’s and its subsidiary guarantors’ assets. The Senior Secured Credit Facilities also contain customary affirmativé and negative
covenants and require compliance with financiai covenants, including an interest rate coverage ratio, and a leverage ratio that determines the interest rate margins
on term loan A and the revolving line of credit. The Senior Secured Credit Facilitics in general also contain limits on the gencral amount of capital expenditurcs
for internal growth, acquisitions and capilal improvements, redemptions or acquisitions of capital stock, the payment of dividends and distributions in cash as
well as limits on the amount of tangible net assets in non-guarantor subsidiaries. However, the limitations on capital expenditures for intemnal growth will not
apply during the periods in which the Company’s leverage matio is less than 3.5:1. The Company’s leverage atio at December 31, 2009 was less than 3.5:1.

i Ternt Loans

Term loan A and term loan B total cutstanding borrowings each consist of various individual tranche amounts that can range in maturity from one month

to twelve months. Each specific tranche bears interest at a LIBOR rate determined by the maturity of that specific tranche and the interest rates are resel as each

‘ specific tranche matures. The overall weighted average interest rate for cach term loan is determined bascd upon the LIBOR interest rales in effect for all of the
individua} tranches plus the interest rate margin.
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Term Loam A

Term loan A currently bears interest ai LIBOR plus a margin of 1.50%, for an overall weighted average effective rate of 1.74% at December 31, 2009. The
intcrest rate margin is subject to adjustment depending upon certain financial conditions and could range from 1.50% to 2.25%. Term loan A matures in October
201) and requires annual principal payments of $87,500 in 2010 and $65,625 in 2011, respectively.

During 2009 and 2008, thc Company made principal payments totaling $61,250 and $14,875, rcspeetively, on term Joan A.

Jerm Loan B

Tenmn loan B bears interest at LIBOR plus a margin of §.50% for an overall weighted average effcctive ratc of 2.66%, including the impact of the
Company's swap agreements at December 31, 2009, Term loan B matures in October 2012 and requires principal payments of $1,705,875 in year 2012. During
2009 and 2008, the Company did not make, nor was the Company required to make, any principal payments on Term loan B.

Revolving Lines of Credit

The Company has an undrawn revolving line under the Senior Sccured Credit Facilities totaling $250,000, of which approximatety $51,889 was
committed for outstanding letters of crediL The Company also has other undrawn revolving lines of credit totaling $3,300 associated with several of its joint
ventures.

Senior and Senior Subordinated Notes

The Company s senior and senior subordinated notes, as of December 31, 2009 and 2008, conslstcd of $900,000 of & */8% scnior notes duc 2013 and
$850,000 of 7 /4% senior subordinated notes due 2015. The effective interest rate for $400,000 of the 6 %18% senior notes is 6.45%. The notes arc guaranieed by
substantially all of the Company’s direct and indirect wholly-owned subsidiaries and require semi-annual interest payments in March and September, The
Cornpany may redecm some or all of the senior notes at any time on or after March 15, 2009 and some or all of the semior subordinated notes at any time on or
after March 15, 2010,

Interest rate swaps

Effective January 1, 2009, the Company was required to provide enhanced disclosures about the Company's derivative and hedging activities. The
Company is required to provide additional disclosures about {a) how and why the Company uscs derivative inslruments, (b) how derivative instruments and
related hedged items are accounted for, and (c) how derivative instruments and related hedged items affect the Company’s financial position, {inancial
performance, and cash flows. These requirements did not have a material impact on the Coinpany’s consolidated financial stalements. The Company has elected
to provide comparative disclosures for the prior period presented.

The Company has entered into several interest rate swap agreements as & means of hedging its exposure 1o and volatility from variable-based interest rate
changes as part of its overall risk management strategy. These agreements are not held for trading or speculative purposes, and have the economic effect of
convening portions of our variable rate debt to a fixed rate. These agreements are designated as cash flow hedges, and as 2 result, hedge-cffective gains or losses
resulting from changes in (he fair values of these swaps arc reported in other comprehensive income until such time as each specific swap tranche is realized, at
which time the amounts are reclassified into net income. Net amounts paid or received for cach specific swap tranche that have seftlcd have been reflected as
adjustments 1o debt expense. These agreements do not contain credit-risk contingent features.
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As of December 31, 2009, the Company maintained a total of cight interest rate swap agreements with amortizing notional amounts totaling $388,900.
These agrecments had the economic effect of modifying the LIBOR-based variable interest rate on an equivalent amount of the Company’s debt to fixed rates
ranging from 3.88% to 4.70%, resulting in an overall weighted average effective interest rate of 5.78% on the hedged portion of the Company’s Senior Secured
Credit Facilities, including the term lozn B margin of 1.50%. The swap agrcements expire in 2010 and require quarterly interest payments. The Company
estimates that approximately 58,900 of existing unrcalized pre-tax losses in other comprehensive income at December 31, 2009 will be reclassified into income

over the next twelve months.

The following table summarizes our derivative instruments as of December 31,2009 and 2008:

Interest rate swap Habilities

December 31, 2009 December 31, 2008
Balance sheet Balance sheet

Derivatives designuted as hedping instruments location Fair value location Fair value
Current settlement of interest rate swap agreements Other cumrent Other current

liabilitics b3 10,792 liabilitics 3 18
Interest rate swap agreements Other long-term Other long-term

liabilitics -_— liabilities 21,886
Total $ 10,792 b 21,504

The foliowing table summarizes the effects of our interest rate swap agreements for the years cnded December 31, 2009, 2008 and 2007:

Amount of geins (losses) Location of Amount of gains (losses)
recognized in OCI on interest (losses) gains reclassified from accomulated
rate SWRD agréements reclassified OC] into income
Years ended December 31, from Years ended December 31,
1009 2008 2007 accumulated 2009 1008 2007

0Clinto
Dierivattves desiznated ns cash flow hedpes In¢ome
Interest rate swap agreements 54,2200 $(21,190) §(11,733) Debtexpense $(17,253) §(4,239) § 14,498
Tax expensc benefit (expense) 1,642 8243 4,564 6,711 1,649 (5,640)
Total $(2,578) 512,947y § (7,169) $(10,542) $(2,590) § 82858

As of December 31, 2009, the Company's interest rates were economically fixed on approximately 21% of its variable rate dcbt and approximately 59% of
its total debt.

As a result of the swap agreements, the Company’s overall weighted average effective interest rate on the Senior Secured Credit Facilities was 2.63%,
based upon the current margins in effect of 1.50%, as of December 31, 2009

The Company’s overall weighted average effective inlcrest rate in 2009 was 4.86% and as of December 31, 2009 was 4.68%.

Debt expense
Debt expensc consisted of intcrest expense of $176,100, $214,944 and $242,720, amorization of deferred financing costs of $9,655, $9,772 and $9,808 for
2009, 2008 and 2007, respectively, and in 2007 included the
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write-ofT of 54,371 of deferred financing costs. Debt expense in 2007 also included $248 of other costs associated with the amendment and reinstatement of the
Senior Secured Credit Facilitics. The interest expense amounts are nct of capitalized interest.
14. Leases

The majority of the Company’s facilities are leased under non-cancelable operating leases, ranging in terms from five to 15 years, which contain renewal
options of five to ten years at the fair rental value a1 the time of renewal. The Company leases are generally subject to periodic consumer price index increases o7
contain fixed escalation clauses. The Company also leascs certain equipment under capital leases.

Future minimum lease payments under non-cancelable operating leases and capital leases are as follows:

Operating Capital

leases leases
2010 b 215,993 $ £51
2011 197,042 852
2012 176,378 870
2013 152,512 835
2014 130,718 579
Thereafler 439217 2,801
$ 1,311,860 6,788

Less portion representing intercst __{2,153)

Total capital Jease obligations, including current portion $ 4,635

Rent expense under all operating leases for 2009, 2008, and 2007 was $248,792, §225,531 and $200,626, respectively. Rent expense is recorded on a
straight-line basis, over the term of the lease, for leases that contain fixed escalation elauscs or include abatement provisions. Leaschold improvement incentives
are deferred and amortized to rent expense over the term of the lease. The net book value of property and equipment under capital leases was §5,432, $6,612 and
$7,191 at December 31, 2009, 2008 and 2007, respectively. Capital leasc obligations are included in long-term debt. See Note 13 to the consolidated financial
statements,

15. Employee benefit plans

The Company has a savings plan for substantially all employees which has been established pursuant to the provisions of Section 401{k} of the Intemal
Revenue Code, or IRC. The plan allows for employees to contribute a percentage of their base annual salaries on a lox-deferred basis not to exceed IRC
limitations. The Company does not provide any matching contributions.

The Company also maintains a voluntary compensation deferral plan, the DaVita Voluntary Deferral Plan. This plan is non-qualified and permits certain
employees whose annualized base salary equals or exceeds a minimum annual threshold amount as set by the Company to clect to defer all or a portion of their
annual bonus payment and up to 50% of their base salary into a deferral account maintained hy the Company. Tolal contributions to this plan in 2009 and 2008
were $2,062, and $1,993, respcctively. Deferred amounts are gencrally paid out in cash at the participant’s election either in the first or second year following
retiremnent or in a specified future period at least thrce to four yewrs after the defcrral election was effeetive. During 2009 and
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2008, the Company distributed $601 and $764, respectively, to parlicipants, Participants are credited with their proportional amount of annual carnings from the
plan. The assets of this plan are held in a “rabbi trus1” and as such are subject to the claims of the Company’s general creditors in the event of jts bankruptcy. As
of December 31, 2009 and 2008, the total fair value of assets held in trust were $7,246 and $4,556, respectively.

As part of the acquisition of DVA Renal Healthcare on October 5, 2005, the Company acquired an Exccutive Retirement Plan for certain members of
management. This plan is non-qualificd and contributions 1o the plan were made at the discretion of DVA Renal Healthcare based upon a pre-determined
percentage of a participant’s base salary. Effective November 2005, 2!l contributions to this plan were discontinued and the balance of the plan assets will be paid
out upon termination of cach individual participant. During 2009 and 2008, the Company distributed $241 and $142, respectively, to participants. As of
December 31, 2009 and 2008, the total fair value of assets held in trust was 1,570 and $1,490, respectively.

The Company maintained a non-qualified deferred compensation plan for key employees. Company contributions were discretionary and were deposited
inte a rabbi trust, Participants in the plan were subjcct to a vesting period and typically receive annual distributions from the plan commencing one ycar afler
grant date, although in certain situations distributions are paid upon termination or retirement. Participants elso had the option to direct their batances into certain
investment funds and were credited with Lheir proportional amount of earnings from the investments. The assets of this plan were held in the rabbi trust and were
subjeet to the claims of the Company’s general creditors in the event of its bankruptcy. There were no contributions to this plan in 2009, In 2008, the Company
contributed $16 to this plan, During 2009, the Company distributed $15,85), including camings, to eligible participants, which were the total assets held in trust,
In 2008, the Company distributed $5,263 to eligible participants.

The Company also maintained another non-qualified deferrcd cornpensation plan for ceriain employees. Company contributions to the plan were
discretionary and were deposited into a rabbi trust that was not subject to general creditors claims in the event of bankruptcy by the Company. Participants in the
plan were subject to a vesting period end wcre credited with their proportional amount of earnings from the investments within the plan. In 2008, the Company
distributed §15,122, including earnings to all eligible participants. The distribution was the tolal assets held by trust.

The fair value of all of the assets held in plan trusts as of December 31, 2009, and 2008 totaled $8,816 and $21,833, respectively. These assets are
available for sale and as such are recorded at fair market value with changes in the fair market values being recorded in other comprehensive income. Any fair
market value changes to the corresponding liability balance will be recorded as compensation expense. Sec Note 9 to the consolidated financial statements,

Most of the Company’s outstanding employee stock plan awards include a provision accelerating the vesting of the award in the event of a change of
control, The Company also maintains a change of control protection program for its employces who do not hove a significant number of stock awards, which has
been in place since 2001, and which provides for cash bonuses to employees in the event of a change of control. Based on the market price of the Company’s
common stock and shares outstanding on December 31, 2009, these cash bonuses would total approximately $235,000 if a control transaction occurred at that
price and the Company's Board of Directors did not modify the program. This amount has not been accrued at December 31, 2009, and would only be accrued
upon a change of control. These change of control provisions may affect the price an acquirer would be willing to pay for the Company.
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16. Contingencies

The majority of the Company’s revenues gre from government programs and may be subject to adjustment as a result of: (1) examination by government
agencies or contractors, for which the resolution of any matters raised may take extended periods of time to finalize, (2) differing interpretations of government
regulations by differcnt fiscal intcrmediarics or regulatory authorities; (3) differing opinions regarding a patient’s medical diagnosis or the medical necessity of
services provided; and (4) retroactive applications or interpretations of governmental requirements. In addition, the Company s revenues from commercial payors
tnay be subject to adjustment as a result of potentiat claims for refunds, as a result of government actions or as 2 result of other claims by commercial payors.

Inguiries by the Federal Governmeni
In December 2008, the Company received a subpoena for documents from the Office of Inspectar General, U.S, Depariment of Health and Human

Services, or OIG, relating ta the pharmaceutica! products Zemplar, Hectorol, Venofer, Ferrlecit and Epogen ® , or EPO, as well as other related matters. The
subpoena covers the period from January 2003 to the present. The Company has been in contact with the United States Attomey's Office, or U.S. Atlorney’s
Office, for the Northern District of Georgia and the U.S. Department of Justice in Weshington, DC, since November 2008 relating to this matier, and has been
advised that this is a civil inquiry. On June 17, 2009, the Company learncd that the allegations were made as part of a civil qui tam complaint filed by individuals
and brought pursuant to the federal False Claims Act. The case remains under scal in the United States District Court for the Northern District of Georgia. The
Company is cooperating with the inquiry and is producing the requested recosds, To the Company’s knowledge, no procecdings have been imitiated by the federal
government againgt the Company af this time. Although the Company cannot predict whether or when proceedings might be initiated, or when these matters may
be resolved, it is not unusual for investigations such as these to continue for a considerable period of time. Responding to the subpoena will continuc to require
management’s aticntion and significant legal expense, Any negative findings could result in substantial financial penalties against the Company and exclusion
from future participation in the Medicare and Medicaid programs.

In February 2007, the Company received a request for information from the OI1G for records relating to EPO claims submitted to Medicare. In August
2007, the Company received a subpoena from the O1G secking similar documents. The requested documents relate to services provided from 2001 to 2004 by a
number of the Company’s centers. The request and subpoena were sent from the OIG’s offices in Houston and Dallas, Texas. The Company is cooperating with
the inquiry and is producing the requested records. The Company has been in coniact with the U.S. Attomey’s Office for the Eastern District of Texas, which has
stated that this is a civil inquiry related to EPO claims. On July 6, 2009, the United States District Court for the Eastern District of Texas lified the seal on the
civil qui tam complaint related to these allegations and the Company was subscquently served with a complaint by the relator. We belicve that there is some
overlap berween this issue and the ongoing review of EPO utilization and claims by the U.S. Anomey’s Office, for the Eastern District of Missouri in 5t. Louis
described below. Ta the Company’s knowledge, no proceedings have been initiated by the federal govemment against the Company at this time. Although the
Company cannot predict whether or when procecdings night be initiated or when thesc matlers may be resolved, it is not unusual for investigations such as these
1o continue for 2 considerable period of time. Responding to these inquiries will continue to require management’s atiention and significant legal expense. Any
ncgative findings could result in substantial financial penaliics against the Company and exclusion from futurc participation in the Medicare and Medicaid

programs,

In March 2005, the Compeny received @ subpoena from the U.S. Anomey’s Office for the Eastern District of Missouri in St. Louis. The subpoena requires
production of a wide range of documncnts relating to our
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operations, including documents related to, among other things, pharmaceutical and other services provided to paticnts, retationships with pharmaceutical
companies, and financial relationships with physicians and joint ventures. The subpoena covers the perind from December 1, 1996 through the present. In
October 2005, the Company received a follow-up request for additional documents related to specific medical director and joint venture arrangements. In
February 2006, the Company received an additional subpoena for documents, including certnin patient records relating to the administration and billing of EPO.
In May 2007, the Company received a request for documents relaled to durable medieal equipment and supply companies owned and operated by the Company.
The Company is cooperating with the inquiry and is producing the requested records. The subpoenas have been issued in connection with a joint civil and
criminal investigation. It is possible that criminal procecdings may be initiated against the Company in connection with this inquiry. To the Company’s
knowledge, no procecdings bave been initiated against the Company at this time. Although the Company cannot predict whether or when proceedings might be
initiated or when these matters may be resolved, it is not unusual for investigations such as these to continuc for a considerahle period of time, Responding to the
subpoenas will continue to require management’s attention and significant legal expense. Any negative findings could result in substantial financial penalties
against the Company, exclusion from future panticipation in the Medicare and Medicaid programs and criminal penalties.

Other

The Company has reccived several notices of claims from commercial payors and other third parties related to historical billing pructices and claims
against DVA Renal Healthcare (formerly known as Gambro Healthcare) related to historical Gambro Healthcare billing practices and other matters covered by
their 2004 setilemnent agreement with the Department of Justice and certain agencies of the 11.5. government. At least one commercial payer has filed an
arbitration demand agninst the Company, o5 described below, and additional commercial payors have threatened litigation. The Company intends {o defend
against these claims vigorously; however, the Company may not be successful and these claims may lead o litigation and any such litigation may be resolved
unfavorably.

Several wage and hour claims have been filed against the Company in the Superior Court of California, each of which has been styled ns a class action. In
February 2007, June 2008, Ociober 2008 and December 2008, the Company was served with five separate complaints, including two in October 2008, by various
former emplayees, each of which alleges, among other things, that the Company failed to provide rest and meal periods, faited to pay compensation in lieu of
providing such rest or meal periods, failed to pay the correct amount of overtime, failed to pay the raie on the “wage statement,” and failed to comply with certain
other Califormia labor code requirements. The Company has reached a tentative setlement in the complaints served in February 2007 and December 2008 and
one of the complaints served in October 2008. That settlement has been partially approved by the court and the Compary is waiting for final court approval of
the last part of the settlement. The Company intends to vigorously defend against the remaining claims and to vigorously oppose the certification of the
remaining maticrs as class actions.

Tr August 2007, Sheet Metal Workers National Health Fund and Glenn Randle filed a complaint in the United States District Court for the Central District
of Califarnia against the Company. The complaint also names as defendants Amgen Inc. and Fresenuis Medical Care Holdings, Inc. The complaint is styled as a
class action and alleges four claims against the Company, including violations of the federal RICO statute, California’s unfair competition law, California’s false
advertising law and for unjust enrichment. The complaint’s principal ellegations against the Company are that the dcfendants engaged in a scheme to unlawfully
promote Lthe administration of EPO to hemodialysis patients intravenously, as opposed to subcutancously, and to over-utilize EPQ. On December 17, 2008, the
Court dismissed the complaint and allegations in their entirety with permission
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of plaintifs to amend the complaint. The Company was not named as a defendant in plaintiffs’ amended complaint. In June 2009, the Court dismissed the
remainder of the case. Following the dismissal, plaintiffs filed o notice of appee). The notice of appeal seeks review by the U. 5. Court of Appeals for the Ninth
Circuit of all of the district court’s dismissal rulings, including the ruling dismissing the Company as a defendant. The Company intcnds to continuc to

vigorously defend this claim.

In October 2007, the Company was contacted by the Atlomey General’s Office for the State of Nevada. The Anomey General’s Office informed the
Company that it was conducting a civil and criminal investigation of the Company's operations in Nevada and that the investigation refated to the billing of
pharmaceuticals, inciuding EPO. In February 2008, the Attomey General’s Office informed the Company that the civil and criminal investigation has been
discontinued. The Attorncy General’s Office further advised the Company that Nevada Medicaid intends 10 conduct audits of end slage renal disease (ESRD)
dialysis providers in Nevada, including the Company, and that such audits will Telate to the issues that were the subjects of the investigation. To the Company's
knowledge, no court proceedings have been initiated against the Company at this time. Any negative audit findings could result in a substantial repayment by the

Company.

In August 2005, Blue Cross/Blue Shield of Louisiana filed & complaint in the United States District Court for the Western District of Louisiana against
Gambro AB, DVA Renal Healthcare (formerly known es Gambro Healthcare) and related cntitics. The plaintiff sought to bring its claims as a class action on
behalf of itself and all entities that paid amy of the defendants for health carc goods and services from on or about January 1991 through at least December 2004,
The complaint alleged, among other things, damages resulting from facts and circumstances underlying Gambro Healthcare's 2004 setilement agreement with the
Department of Justice and certain agencies of the U.S. government. In March 2006, the case was dismissed and the plaintiff was compelled to scek arbitration to
resolve the matter. In Novemnber 2006, the plaintiff filed & demand for class arbitration against the Company and DVA Renal Healthcare. The Company intends
to vigorously defend against these claims. The Company also intends to vigorously oppose the certification of this matter as a class action. At this time, the
Company cannot predict the ultimate outcome of this maiter or the potential range of damages, if any.

Tn June 2004, Gambro Healthcare was served with a complaint filed in the Superior Court of California by one of its former employees who worked for its
California ecute services program. The complaint, which is styled as n class action, alleges, among other things, that DVA Renal Healtheare failed to provide
ovenime wages, defined rest periods and meal periods, or compensation in lieu of such provisions and failed to comply with certizin other California labor code
requirements. The Company intends to vigorously defend apainst these claims. The Company also intends to vigorousty oppose the centification of this matter as
a class action. At this time, the Company cannot predict the ultimate outcomc of this matter or the potential range of damagcs, if any.

In addition to the forcgoing, the Company is subject to claims and suits, including from time to time, contractual disputes and professional and general
liability clairs, as well as audils and investigations by various government entitics, in the ordinary course of business. The Company belicves that the ultimate
resolution of any such pending procecdings, whether the underlying claims arc covered by insurance or not, wikl not have a material adverse effect on its

financial condition, results of operations or cash flows.

17. DaVila Inc. stock-based compensation and shareholders’ equity

Stock-based compensation
Stock-based compensation recoghized in a period represents the amortization during that period of the estimated grant-date fair value of stock-based
awards over their vesting terms, adjusted for expected forfeitures. Shares issued upon exercise of stock awards are generally issued from shares held in treasury.
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Stock-based compensation plans and agreements

On May 29, 2007, the Companys stockholders approved an amendment and restatement of the Company's Employec Stock Purchase Plan to increase the
number of shares of common stock available for issunnce under that plan by 800,001 shares, and appreved an amendment and restatement of the Company’s
2002 Equity Compensation Plan to increase the number of shares of comumon stock available for issuance under that plan by 6,000,000 shares and, among other
things, to remove cenain available share recycling features, to change the limit on the maximum number of shares of common stock that may be subject 1o
awards granted to any single recipient in any consecutive twenty-four month period so that such kimit applies only to awards of stock options and stock
appreciation rights, and 1o provide additional exceptions from the three year minimum vesting period generally applicable to granis of restricted stock units and
other full share awards.

The Company’s stock-based compensation plans and agrecments arc described below.

2002 Plan. The DaVita Inc. 2002 Equity Compensation Plan (the 2002 Plan) is the Company 's omnibus cquity compensation plan and provides for
grants of stock-based awards to employecs, directors and other individuals providing services to the Company, except that incentive stock options may only be
awarded 10 employees. The 2002 Plan mandates a maximum eward term of five years, and stipulates that stock options and stock appreciation rights be granted
with prices not less than the fair market value on the date of grant. The 2002 Plan further requires that full share awards such as restricted stock units reduce
shares nvailable under the 2002 Pian at a rate of 3.0:1. The Company’s nongualified stock options, stock appreciation rights and stock units awarded under the
2002 Plan generally vest over 48 to 60 months from the date of grant. At December 31, 2009, there were 13,316,104 stock options and stock-settled stock
apprecintion rights and 69,696 stock units outstanding and 4,041,592 shares available for future grants under the 2002 Flan.

Predecessor plans, Various prior stock-based compensation plans were terminated upon sharcholder approval of the 2002 Plan in 2002, and the 1999
Non-Executive Officer and Non-Dircctor Equity Compensation Plan (the 1999 Plan) expired in 2009, both except with respect to option awards then outstanding.
Stock options granted under these terminated plans were generally issued with exercisc prices equal to the market price of the stock on the date of grant, vested
over four years from the date of grant, and bore maximum award terms of five to 10 years. For these terminated plans, there were only 20,084 stock options
remaining outstanding under the 1999 Plan as of December 31, 2009.

Deferred stock unit agreements. Dhuring 2001 through 2003, the Company made nonqualified stock unit awards to members of the Board of Dircctors
and certain key executive officers under stand-alone contractual deferved stock unit agreements. These awards vested over one to four years and were scttled in
stock when they vested or at a Jater date at the clection of the recipient. The last 63,636 shares subject to these agrecments were issued to their recipicnts in 2008,
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A combined summary of the status of awards under these stock-based compensation plans and agreements, including base shares for stock appreciation
rights and shares subjcet to stock option and stock unit ewards, is as follows:

Yepr ended December 31, 2009

Stack optons and stock sppreciation rights Stock nnits
Weiphted Weighted Weighted
averoge !\'tl‘ﬂgt average
exercise Temaining rtmaining
Awards price contractual life Awards confracrual life
Outstanding al beginning of ycar 12,739,134 $ 4795 104,085
Granted 4,211,840 46,97 48,135
Exercised (2,621,042) 37.31 (73,801}
Forfeited . (993,744) 49.74 (8,723)
Outstanding at end of period 13,336,188 § 4941 3.0 69,696 4.1
Awards exercisable at end of period . 4,473,520 5 5093 20 §,810 4.8
Weighted-average fair value of awards granted ’
during 2009 5 12.08 $ 5431
Weighted-average fair value of awards granted
during 2008 5 11.01 $ 51.13
Weighted-average fair value of awards granted
during 2007 $ 13.89 §  54.69
Welghted Weighted
overage avernge
Awords exercise Awards exercise
Range of exercise prices | gutstanding price exercisable __priee
$ 0.00-$ 0.00 69,696 $ — 8,810 5 —
$30.01-5$40.00 - 250 3220 250 3220
$40.01-850.00 7,324 263 46.52 1,844,556 47.94
$50.01-860.00 5,957,175 52.85 2,603,091 52,94
$60.01-$70.00 54,500 61.12 25,623 61.02
Total 13,405,884 § 4915 4,482,330 5 50.83

For the years ended December 31, 2009, 2008, and 2007, the apgregate intrinsic value of stock awards exercised was $46,896, $35,957 and 586,283,
respectively. At December 31, 2009, the aggregate intrinsic value of stock awards outstanding was $128,668 and the aggregate intrinsic value exercisable was
$35,533.

Estimated fair value of stock-based compensation aveards

The Company has estimated the grant-date fair value of stack option and stock-settled stock appreciation rights awards using the Black-Scholcs-Merton
valuation model and stock unit awards at intrinsic value on the date of grant. The following assumptions were used in estimating these valucs and detcrmining
the total stock-based compensation artibutable to the current period:

Expected term of the awards:  The expected term of awards granted represents the period of time that they are expected 1o remain ouistanding from the
date of grant. The Company determines the expected term of its
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stock awards based on its historical experience with similar awards, considering the Company’s historical exercisc and post-vesting termination patiemns, and the
terms expected by peer companies in near industries.

Expected volatility:  Expected volatility represents the volatility anticipated aver the cxpected term of the award, The Company deiermines the expected
volatility for its awards based on the volatility of the price of its common stock over the most recent retrospective peried commensurate with the expected term of
the award, considering the volatility expectations implied by the market price of its exchange-traded options and the volatilities expected by pecr companies in
near indusiries.

Expected dividend yield: The Company has not paid dividends on its common stock and does not currently expect to pay dividends during the term of
stock awards granted. .

Risk-free interest rate:  The Company bascs the expected risk-free interest rate on the implied yield currenily available on stripped interest coupons off
U.S. Treasury issues with a remaining term equivalent to the expected term of the award.

A summary of the weighted average vatuation inputs described above used for estimating the grant-date fair valuc of stack options and stock-senled stock
appreciation rights granted in the periods indicated is as follows:

Year ended December 31,
2009 2008 2007
Expected term 3.5 years 3.4 years 3.7 years
Expected volatility 2% 27% 25%
Expected dividend yicld 0.0% T 0.0% 0.0%
Risk-free interest rate 1.8% 2.4% 4.4%

The Company esiimatcs cxpected forfeitures based upon historical experience with separate groups of employees that have exhibited similar forfeiture
behavior in the past. Stock-based compensation cxpense is recorded only for awards that are expected to vest.

Employee stock purchase plan

The Employee Stock Purchase Plan entitles qualifying employees to purchase up to $25 of the Company’s common stock during each calcndar year. The
amounts used to purchase stock are accumulated through payrol) withholdings or through optional lump sum payments made in advance of the first day of the
purchase right period. This compensatory plan allows employees to purchase stock for the lesser of 100% of the fair market value on the first day of the purchase
right period or 85% of the fair market value on the Jast day of the purchase right period. Purchase right periods begin on January 1 and July 1, and end on
December 31. Payroll withholdings and lump-sum payments related to the plan, included in accrued compensation and benefils that were uscd to purchase the
Company's common stock werc $4,280, $4,522, and $4,711 at December 31, 2009, 2008 and 2007, respectively. Subsequent to December 31, 2009, 2008 and
2007, 86,213, 107,340 and 98,353 shares, respectively, were jssued to satisfy obligations under the plan. At December 31, 2009, there were 962,752 shares
available for future grants under this plan.

The fair value of employces’ purchase rights was estimated as of the beginning dates of the purchase right periods using the Black-Scholes-Merton
valuation model with the following weighted average assumptions for purchase right periods in 2009, 2008 and 2007, respectively; expecied volatility of 34%,
24% and 23%; risk-free intcrest rate of 0.2%, 2.5% and 4.9%, and no dividends. Using these assumptions, the weighted average estimated fair value of these
purchase rights was $13.90, $13.65 and $13.96 for 2009, 2008 and 2007, respectively.
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Stock-based compensaiion expense and proceeds
For the years ended December 31, 2009, 2008 and 2007, the Company recognized $44,422, $41,235 and $34,149, respectively, in stock-based
compensation expense for stock options, stock settled stock appreciation tights, stock units and discounted employee stock plan purchases, which is primarily
included in general and administrative expenses. The estimated tax benefits recorded for this stock-based compensation in 2009, 2008 and 2007 were $16,810,
$15,609 and $12,820, respectively. As of December 31, 2009, there was $79,957 of total cstimaled unrecognized compensation cost refated to nonvested
stock-based compensation arrangements under the Company’s equity compensation and stock purchase plans. The Company expects to recognize this cost overa
weighted average remaining period of 1.4 years.

During the years ended December 33, 2009, 2008 and 2007, the Company received $63,653, $35,606 and 54,697 in cash procceds from siock option
exercises and $18,241, $13,988 and $32,788 in total actual tax henefits upon the excrcise of stock awards, respectively.

Stock repurchases
During 2009 and 2008, the Company repurchased a total of 2,902 619 and 4,788,838 Ishares of its common stock for §153,495 and $232,715, or an average
price of $52.88 and $48.59 per share respectively, pursuant to previously announced authorizations by the Board of Directors. On November 3, 2009, the
Company announced that its Board of Directors authorized an increase of an additional $500,000 of share repurchases of its common stock. As a result of these
transactions the total outstanding authorization for share repurchases as of December 31, 2009 was $500,000. The Company has not repurchased any additional
shares of its common stock through February 25, 2010. This stock repurchase program has no expiration date.

Shareholder rights plan
The Company’s Board of Directors approved shareholdcr rights plan on November 14, 2002. This plan is designed to assure that DaVita’s sharcholtders
receive fnir treatment in the event of any proposed takeover of DaVita,

Pursuant to this plan, the Board approved the declaration of a dividend distribution of one common stock purchase right for each outstanding share of its
common stock payable on December 10, 2002 to holders of record of DaVita common stock on November 29, 2002. This rights distribution was not taxable to
DaVita sharcholders. As a result of the stock split that occurred during the second quarter of 2004, two-thirds of a right are now attached to each share of the
Company's common stock. Two-thirds of a right will also atiach to cach newly issued or reissued share of common stock. These rights will become exercisable if
a person or group acquires, or announces a tender offer for, 15% or more of DaVita’s putstanding common stock. The triggering person’s stock purchase rights
will become void at that time and will not become exercisable.

Each right initially entitles its holder to purchase one share of common stock from the Company et a price of $125.00. If the rights become exercisable,
and subject to adjustment for authorized shares available, each purchasc right will then entitle its holder to purchase $125.00 of commen stock at a price per
share equal to 50% of the averege daily closing price of the Company’s common stock for the immediately preceding 30 consecutive trading days. If DaVita is
acquired in a merger or other business combination transaction after the rights become exercisable, provisions will be made to allow the holder of each right to

purchase $125.00 of common steck {rom the acquiring company at a price equal to 50% of the average daily closing price of that company’s common stock for
the immediately preceding 30 consccutive trading days.
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The Board of Directors may ¢lect to redeem the rights st $0.01 per purchase right at any time prior to, or cxchange common stock for the rights at an
exchange ratio of one share per right at any time aficr, & person or group acquires or announces a tender offer for 15% or more of DaVita's outstanding common
stock. The exercise price, number of shares, redemption price or exchange ratio associated with each right may be adjusted as appropnale upon the occurrence of
certain events, including any stock split, stock dividend of similar transaction. These purchase rights will expire no later than November 14, 2012.

Charter documenits & Delaware law

The Company's charter documents include provisions that may deter hostile takeovers, delay or prevent chanpes of control or changes in management, oF
limit the ability of stockholders to approve transactions that they may otherwise determine to he in their best interests. These include provisions prohibiting
stockhotders from acting by written consent, requiring 90 days advance notice of stockholder proposals or nominations to the Board of Directors and granting the
Board of Directors the nutherity to issue up to five million shares of prefcrred stock and to determine the rights and preferences of the preferred stock without the
nced for further stockholder approval.

The Company is also subject to Section 203 of the Delaware General Corporation Law that, subject to exceptions, would prohibit the Company from
engaging in any business combinations with any interesied stockholder, as defined in that section, for a period of three years following the date on which that
stockholder became an interesied stockholder. These restrictions may discourage, delay or prevent a change in the contro! of the Company.

Changes in DaVita Inc. s ownership interest in consolidated subsidiaries
The effects of changes in DaVita Inc.’s ownership interest on the Company’s equity are as follows:

Year ended
December 31, 2009
[Net income attributable (o DaVita Inc. I Bt et | B 422684
Decrease in paid-in capital for seles of noncontrolling interest in eleven joint ventures, respectively (529)
Decrense in paid-in capital for the purchase of a noncontrolling interest in six joint ventures, respectively | T emn)
Net transfer from noncontrolling intcrests ~ (4,250)
[Change from net income atiributable to DaVita Inc. and transfers (to) from noncontrolling intercsts L k. T 418,434

During 2009, the Company contrihuted cash and assets in two centers that were previously wholly-owned in exchange for an cquity investment of 40% in
a newly formed joint venture valued at $3,600. The Company recognized a pre-tax loss of $1,928 and deconsolidated these centers as a result of the transaction.
Tn 2009, the Company also sold its controlling financial intercst in one entity that contained one center which was previously wholly-owned to an existing joint
venturc in which the Company owns a 50% equity investment for $1,750 and recognized a pre-tax loss of $1,408. The Company deconsolidated this entity as a
result of this transaction. The Company was alse reguired to contribute $1,000 to the joint venture. The estimated fair values of the retained equity investments
for both of these transactions were based upon valuation techniques as determined by an outside appraiser. The recognized pre-tax lasses for both transactions
were recorded in patient care costs in the consolidated stalement of income.
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18. Otber comprehensive income

Charges and credits to other comprehensive income have been as follows:

Unrealized losses on interest rate swaps
Less reclassification of net swap realized gains into net income

Net swap aclivity

Unrealized gains on investments
Less reclassification of net investment realized gains inte net inceme

Net investment activity
Total

Unrealized losses on interest rate Swaps
Less reclassification of nct swap realized losses into net income

Net swap activity

Unrealized losses on investments
Less reclassification of net investment realized gains into net income

Net investment activity
Total

Unrealized losses on interest rate swaps
Less reclassification of net swap realized losses into net income

Net swap activity

Unrealized gains on investments
Less reclassification of net investmeni realized gains into net income

Net investment activity
Total

Source: DAVITAINC, 10-K, February 25, 2010

2007
Before tox Toax {(expense) Net-of-tax
amount benefit amount
5 (11,733) % 4,564 $ (7,169)
{14.498) 5,640 (8,858)
(26231) 10,204 (16,027
6,862 (2,681) 4,211
{6,042) 2,350 {3,692)
850 (331) 519
$ (25381) $ 9,873 5 (15,508}
2008
Before tax Tax (rxpense) Net-oFtax
amount benefit Nmount
S (21,190) 3 8,243 T (12947
4,239 {1,649) 2,590
(16,951) 6,594 {10,357)
(1,922 748 (1,174)
{486) 139 (297)
(2,408) 937 (1,471)
$ (19,359) $ 7,531 $  (11,828)
- 2009
Before tax Tax (expense) Net-of-tax
ainoun benelit amopant
§ (4,220 3 1,642 5 (2578)
17,253 {6,711) 10,542
13,033 (5,069) 7,964
1,614 (628) 986
~(261) 102 (159)
1,353 (526) 827
$ 14,386 $ (5,555) 5 8,791

F-34

Powerod by Momingsiar® Documnant Reseatch ™




DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dollars in thousands, except per share dafa}

Changes in accumulated other comprehensive income (loss) has becn as follows:

Actcumulated
other
Interest rate Investment comprehensive
swaps seturities income

Balance December 31, 2007 (3,030) 519 (2,511)
Net activity (10,357) (1,471) (11,828)
Balance December 31, 2008 $ (13,387 5 (952) s (14,339)
Net activity 7,964 827 8,791
Balance December 31, 2009 $ (5,423) 3 {125) 5 (5,548)

19. Acquisitions and divestitures
Acquisitions

All business combinations consummated after January 1, 2009, are required to be accounted for under the acquisition method (previously referred to as the
purchase method). Under the acquisition method, the acquirer recognizes the asscis acquired, the liabilitics assumed, contractual centingencics, as well as any
noncontrolling interests in the acquiree al their fair values at the acquisition date. Noncontractual contingencies are recognized at the acquisition date at their fair
values only if it is more li%ely than not that they meet the definition of an asset or a liability. Transaction costs are excluded from the acquisition cost and are
expensed as incurred. Any contingent consideration incleded by the acquirer as part of the purchase price must also be measurcd at fair value at the acquisition
date and is classified as either equity or a liability. A Company thai abtains control but acquires less than 100% of an acquiree is required to record 100% of the
fair value of the acquiree assets, liabilities, and noncontrolling interests at the acquisition date. The adoption of these requirements did not have a material impact
on the Company's consolidated financial statements.

The totnl acquisition amounls were as follows:

Year ended December 31,

. 2009 2008 1007
Cash paid, net of cash acquired § 87,617 § 101,959 § 127,094
Deferred purchase price and other acquisition obligations 338 2,286 1,195
Aggregate purchase cost 5 87,955 $ 104,245  § 128,289
Number of chronic dialysis centers acquired 19 20 16

During 2009, 2008, and 2007, the Company acquircd dialysis businesses consisting of 19 centers, 20 centers and 16 centers for a total of $87,955, $93,024
and $57,783, respectively, in cash and deferred purchase price obligations. In 2009, the Company also acquired additiona! ownership interests in several existing
majority-owned joint ventures for $6,859. In 2008, the Company also acquired an 80% ownership interest in one vascular access clinic for $11,221 and in
addition, purchased additional ownership intcrests in several existing majority-owned joint ventures for $24,4095. In 2007, the Company also acquired an 85%
ownership interest in HomeChoice Parmers for $70,506 in cash and deferred purchase price obligations. HCP provides infusion therapy services to paticnts with
acute or chronic conditions that can be treated al home or at an ambulatory infusion site. The assets and liabilities for all acquisitions were recorded at their
estimated fair values at the dates of the acquisitions and are included in the Company’s financial statements and operating results from the designated effective
dates of the acquisitions.
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The initial purchase cost allocations for acquircd businesses are rccorded at fair values based upon the best information available to management and are
finalizcd when identilied pre-acquisition contingencies have been resolved and other information arranged to be obtained has been received, but in no case in
excess of one year from the acquisition date. Adjustments to purchase accounting for prior acquisitions and payments for acquisitions in process have been
included in the periods recognized.

The aggregate puichase cost aliocations for dialysis and other related businesses were as follows:

Yeor ended Decernber 31,

2009 2008 2007
Tangible assets, principally leasehold improvements and equipment $ 11,140 £ 7972 § 20,085
Amoniizable intangible asscls 6,703 0988 12,271
Goodwill 78,19% 89,234 105,609
Noncontrolling interest, net purchased (assumed}) (7,567} (2,732) (1.987)
Liabilities assumed (520) (217 {1,689)

Aggregate purchase cost § 87,955 $ 104,245 % 128,289

Amertizable intangible assets acquired during 2009, 2008 and 2007 had weighted-average estimated useful Jives of seven, nine and eight years,
respectively. The total amount of goodwill deductible for tax purposes associated with these acquisitions lor 2009, 2008, and 2007 was approximately $72,000,
$109,000 and $106,000, respectively.

Pro_forma financial information

The following summary, prepared on a pro forma basis, combines the results of operations as if all acquisitions in 2009 and 2008 had been consummated
as of the beginning of 2008, after including the impact of certain adjustments such as amonrtization of intangibles, interest expense on acquisition financing and
income tax efects.

Year ended December M,

2009 2008
{unaudited)
Pro forma net revenucs $ 6,141,217 $ 5761318
Pro forma net income attribuiable to DaVita Inc. 424,493 379,132
Pro forma income from continuing operations attributablc to DaVita Inc. 424,493 379,132
Pro fonma basic net income per share attributable to DaVita Inc, 4.10 3.6]
Pro forma diluted net income per share attributable to DaVita Inc. 4,08 3.58

10. Variable interest entities

Effective for the Company’s first annual reporting period that begins afier November 15, 2009, the FASB is eliminating the quantilative approach
previously required for determining the primary bencficiary of a variable interest entity, and requiring additional disclosures about an enterprise’s involvement in
variable interest entitics. An enterprise will be required to perfonmn an analysis to determine whether the enterprise’s variable interest or inferesis giveita
controlling financial interest in a variable interest entity by having both the power to direct the activitics of a variable intercst entity that most significantly impact
the entity’s economic performance and the obligation to absorb losses of the entity, or the right to receive benefils from the entity. In addition, (he FASB is

establishing new puidance for determining whether an entity is a variable interest cntity, requiring an ongoing
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reassessment of whether an enterprise is the primary heneficiary of a variable interest cntity, and adding an additional reconsideration event for determining
whether an entity is & variable intercst entity when any changes in facts and circumstances occur such that the holders of the equity investment at risk, as a group,
Jose the power from voting rights ar similar rights conceming those investments to direct the activities of the entity that most significantly impact the entity’s
cconomic performance. The Company is currently in the process of assessing (he expected impact of this standard on its consolidated financial statements.

In December 2008, the FASB required public entitics to provide additional disclosures about transfers of financial assets and required public enterprises to
provide additional disclosures about their involvement in variable inferest entities and certain special purpose entitics. Becausc these requirements impact
disclosurcs and not the accounting treatment for transfers of financial assets and interests in variable interest entities, these requirements did not impact the
Company’s consolidated financial condition or results of operations,

The Company is deemed (o be the primary beneficiary of all of the variable interest entities (*VIEs”) with which it is associated. These VIEs are
principally operating subsidiaries owned by related party nominee owners for the Company’s benefit in jurisdictions in which the Company does not qualify for
direct ownership under applicable regulations or joint ventures that require subordinated support in addition te their equity capital to finance operations. These
include dialysis operating entitics in New York and other states and physician practice management entitics in various states.

Under the terms of the applicable arrangements, the Company bears most of the economic risks and rewards of ownership for these operating VIEs. The
Company has contractual arrangements with its respective related party nominee owners which indemnify them from the economic losses, and cntitle the
Company to the economic benefits, that may result from ownership of such VIEs. DaVita manages these V1E subsidiarics and provides operating and capital
funding as necessary to accomplish its operational and strategic objectives. Accordingly, since the Company bears the majority of the risks and rewards attendant
to their ownership, the Company consolidates these variable interest entities as their primary beneficiary.

Total assets of these consolidated operating VIEs were approximately $21,000 and their liabilitics to unrelated third parties were approximately $18,000 at
December 31, 2009,

The Company also sponsors certain deferred compensation plans whose trusts qualify as VIEs and as their primary beneficiary the Company consolidates
cach of these plans. The assets of thesc plans are recorded in short-tcrm or long-term investments with matching offsenting liabilities in accrued compensation
and benefits and other long-term liabilitics. See Note 9 {0 the consolidated financial statements for disclosures on the asscts of these consolidated non-qualified
deferred compensation plans,

21, Concentrations

Approximately 65% of the Company's total dialysis and related lab scrvices revenues in 2009, 65% in 2008 and 64% in 2007 are from governmeni-based
programs, principally Medicare and Medicaid. Accounts reccivable, and other receivables, from Medicarc and Medicaid-assigned plans were approximately
£467,900 and $467,400, respectively as of December 31, 2009 and 2008. No other single payor accounted for more than 5% of total accounts receivable.

A significant physician-prescribed pharmaceutical administered during dialysis, EPO, is provided by a sole supplier and accounted for approximately 20%
of nct operating revenues. Although the Company currently receives discounted prices for EPO, the supplicr has unilateral pricing discretion and in the future the
Company mey not be able to achicve the same cost levels historically obtained.
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22. Noncontrolling interests subject to put provisions and other commitments
_ Noncentrolling interests subject to put provisions

The Company has potential obligations to purchase the interests held by third parties in several of its joint ventures and non-wholly-owned subsidiaries.
These obligations are in the form of put provisions and arc excrcisable at the third-party owners® discretion within specified periods as outlined in each specific
put provision, If these put provisions were exercised, the Company would be required to purchase the third-party owners' noncontrolling interests at either the
appraised fair market value or a predetermined muliple of earnings or cash flow atributable to the noncontrolling interests put to the Company, which is
intended o approximate fair vaiue, The methodology the Company uses to estimate the fair values of the noncontrolling interests subject to put provisions
assumes either the higher of a liquidation value of net asscts or an average multiple of earnings, based on historical earmings, patient mix and other performance
indicators, as well as other factors. The estimated fair values of the noncontrolling interests subject to put provisions can fluctuate and the implicit multiple of
camings at which thesc noncontrolling intercst obligations may be settled will vary significantly depending upon market conditions including potential
purchasers’ access to the capital markets, which can impact the level of competition for dialysis and non-dialysis related businesses, the economic performance
of these businesses and the restricted marketability of the third-party owners’ noncontrolling intercsts. The amounts of noncontrolling interests subject to put
provisions that contractually employ & predetenmined multiple of earnings rather than fair value are immaterial,

Additionally, the Company has certain other potential commitments to provide operating capital 1o several dialysis centers that are wholly-owned by third
panties or centers in which the Company owns &n equity investment as well as to physician-owned vascular access clinics thet the Company operotes under
management and administrative service agreements of approximately $7,200.

Certain consalidated joint ventures are contractually scheduled to dissolve after terms ranging from ten to fifly years. Accordingly, the noncontrolling
interests in these joint ventures are considered mandatorily redcemable insiruments, for which the classification and measurement requirements as defined by
FASB haye been indefinitely deferred. Future distributions upon dissobution of these entities would be valued below the related noncontrolling interest carrying
balances in the consolidated balance sheet.

Other commitments

In conjunction with the acquisition of DVA Renal Healthcare, Inc., formerly known as Gambro Healtheare, Inc., which occurred in October 2005, the
Company entered into an Alliance and Product Supply Agreement (the Product Supply Agreement) with Gambro AB and Gambro Renal Products, In¢ (Gambro
Renal Products), The Product Supply Agreement has an initial term of seven years and will putomatically renew for three additional one-year periods if the
Company has not ncgotiated the terms of an extension during the initiat term. Because the Product Supply Agreement results in higher costs for most of the
products covered by the Product Supply Agreement than would otherwise be available to thc Company, the Product Supply Agreement represented an intangibte
liability initially valued at $162,100 as of the acquisition date. ’

The Product Supply A greement committed the Company to purchase a significant majority of its hemodialysis products, supplies and equipment at fixed
prices through 201 5. The agreement was amended in 2006 (the Amended Product Supply Agreement) to reduce the Company s purchase obligations for certain
hemodialysis product supplies and equipment, and in 2007, thc Company terminated its obligation to purchase certain dialysis machines under the Amended
Product Supply Agreement. As a result of this termination the Company recorded a pet valuation gain of $55,275 in 2007. This valuation pain represents the
difference in the amortized original fair value of the Amended Product Supply Agreemnent and that of the Amended Product
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Supply Agreement as adjusted for the {ermination of the obligation to purchase certain dialysis machines as of June 30, 2007, We continue to be subject to the
Product Supply Agreement’s requiremeis to purchase a significant mejority of our hemodialysis non-equipment product supplies, such as dialyzers, from
Gambro at fixed prices.

During 2009, 2008 and 2007, the Company purchased $87,983, $83,360 and $50,696 of hemodialysis product supplies from Gambro Renal Products,
representing 2% of the Company’s total operating cosls, for all years presented.

The centers acquired from Gantbro Heallhcare were subject to a five-year Corporate Integrity Agreement in connection with its December 2004 setilement
with the U.S. Government that imposed significant specific compliance operating and reporting requirements, and requires an annual audit by an independent
reporting organization. The corporaie inlegrity agreement expired on November 30, 2009. The Company subitted its final annual repont to the Office of the
Inspector General, 1.5, Department of Health and Human Services on January 14, 2010. On February 16, 2010, the Company was informed by the O3G that it
has received the Company’s final annual report and determined that DVA Renal Healthcare, a wholly-owned subsidiary of the Company, complied with the
terms of the corporate integrity agreement during the final reporting period and that the Fifth Annual Report is complete. The five year term of the corporate
integrity agreement has now concluded and DVA Renal Healthcare is no longer subject to its terms,

In January 2010, the Company entered into an agreement with Frescnius which committed the Company to purchase a certain amount of dialysis
cquipment, pars and supplies from them through 2013.

Other than operating leascs, disclosed in Note 14 to the consolidated financial statemnents, and the letiers of credit and the interest rate swap agrecments,
disclosed in Note 13 to the consolidated financial statements, or as described above the Company has ne off balance sheet financing arrangements as of
December 31, 2009.

23. Fair values of finsncial instruments

Effective January 1, 2008, the FASB established a framework for measuring assets and liabilities at fair value and also required additional disclosures
about fair value measurements. These requirements applied (o assets and liabilities that are carried at fair value on & recurring basis. Effective Janvary 1, 2009 the
FASB issued additional requirements relating to nonfinancial assets and labilities that are not recognized or disclosed at fair value in the financial statements on
a recurming basis at least annually. The adoption of these requirements relating to nenfinancial assets and liabilities did not have a material impact on the
Company’s consolidated financial statements.

The following table summarizes the Company s assets and liabilities measurcd at fair value on a recurring basis as of December 31, 2009:

Quoted prices ln Significant
acttve markees for Significant other unobservable
identical nsaets observable inputs inputs
Total (Level 1) (Level 2) (Level 3)
Assets
Available for sale securitics 5 8316 $ 3816 $ — 5 —
Liabilities
Interest rate swap agreements § 10,792 b —_ 5 10,792 3 —
Temparary equity
Noncontrolling interests subject to put provisions $ 331,725 5 — b3 e $ 331,725
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The available for sale securities represent investmenis in various open-cnded registered invesiment companies, or mutual funds, and are recorded at fair
value based upon the quoted markel prices as reported by each mutual fund. See Note 9 to the consolidated financial statements for further discussion.

The intercst rate swap agreements arc recorded at fair value based upon valuation models and a variety of techniques as reponted by various broker dealers
that are based upon relcvant observable market inputs 5uch as current interest rates, forward yield curves, and other credit and liguidity market conditions. The
Company does not believe the ultimate amount that could be realized upon setilement of these interest Tate swep agreements would be materially different than
the fair values currently reported. See Note 13 to the consolidated financial statements for further discussion.

See Note 22 to the consolidated financial statements for a discussion of the Company’s methodology for estimating the fair value of noncontrolling
intercsts subjcet to put obligations.

Effective January 1, 2008, the FASB allowed companies the alicrnative to measure certain financial assets and liabilities at fair value on an
instrument-by-instrument basis that are currently not required to be measured at fair value. This provision was also designed to reduce the volatility in eamings
coused by measuring related assets and liabilities differently and established presentation and disclosure requirements designed to facilitate comparisons between
companics that choose different measurement attributes for similar types of assets and liabilitics. The Company did not elect to measure centain asscts and
liabilities at fair value on an instrument-by-instrument basis,

Other financial instruments consist primarily of cash, accounts receivable, notes receivable, accounts payable, other acerued liabilities and debt. The
balances of the non-debt financial instruments are presented in the consolidated financial statements at December 31, 2009 and 2008 at their approximate fair
values due to the short-term naturc of their settlements. Borrowings under the Company’s Senior Secured Credit Facilities totaled $1,859,000 as of December 31,
2009, and the fair value was 51,817,173 based upon quoted market prices. The fair value of the Company’s senior and senior subordinated notes was
approximately $1,756,625 at December 31, 2009 based upon quoted market prices, as compared to the carrying amount of $1,750,000,

24. Segmeant reporting

The Company operates principally as a dialysis and rclated lab services business but also operates other ancillary services and sirategic initiatives. These
ancillary services and strategic initiatives consist primarily of pharmacy services, infusion therapy services, disease management services, vascuiar access
services, ESRD clinical research programs and physician services. For internal management reparting the dialysis and related lab services business and cach of
the ancillary services and strategic initialives have been defined as separate operating segments by management since separate financial information is regularly
produced and reviewed by the Company’s chief operating decision maker in making decisions about allocating resources and assessing financial results. The
Company’s chie{ operating decision maker is its Chief Executive Officer. The dialysis and related lab services business qualifies as a scparatcly reportable
segment and all of the other ancillary services and strategic initiatives operating segments have becn combined and disclosed in the other segments calegory.

The Company's operating scgment financial information is prepared on an internal management reporting basis that the Chief Executive Officer uses (o
allocate resources and analyze the performance of the operating segments. For internal management reporting, segment operations include direct segment
operating expenses with the exception of stock-based compensation expense and equity investment income,
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The following is a summary of segment revenues, segment operating margin (loss), and a rcconciliation of segment margin to income before income taxes:

Years ended December 31,
2009 2008(2) 2007(2)
Sepment reveoues:
Dialysis and related lab services(1) : $ 5,791,698 § 5415363 $ 5,130,181
Other—Ancillary services and strategic initiatives 317,102 244 810 133,970
Consolidated revenues $ 6,108,800 $ 5,660,173 $ 5264,151
Segment operating margin (loss):
Diolysis and related lab services § 999,961 £ 939391 $ 990,049
Other—Ancillary services and strategic initiatives (17,710) {29.856) (48,.206)
Total scgment margin 982,251 909,535 941,843
Reconciliation of sepment margin to income before income taxes:
Stock-based compensation (44,422) (41.235) (34,149)
Equity invcsument income 2,442 796 1217
Consolidated operating income 940,271 865,096 908,911
Debt expense {(185,755) (224,716) (257,147
Other income 3,708 12411 22,460
Consolidated income before income taxes $ 758224 § 656,791 $ 674,224

(1) Includes management fees for providing management and administrative services lo diatysis centers in which the Company either owns an equity
investinent or are wholly-owned by third partics.

(2) Cenain costs previously reported in the Ancillary Services and Strategic Initiatives have heen reclassified to the dialysis and related lab services to
conform o the current year presentation,

Depreciation and amortization expensc for the diatysis and related lab services for 2009, 2008 and 2007 were $221,907, $210,143 and $189,215,
respectively, and were 7,079, $6,774 and $4,255, respectively, for the ancillary services and strategic initiatives,

Summary of assets by segment is as follows:

December 31,
2009 2008
Segment assets
Dinlysis and related lab services 5 7,334,235 $ 7,031,550
Other—Ancillary services and strategic initiatives 224,001 254,533
Consolidated assets $ 7,558,236 § 7,286,083

In 2009 and 2008, the total amount of expenditures for property and equipment for the dialysis and related lab services were $271,817 and $313,414,
respectively, and were $2,788 and $4,548, respectively, for the ancillary services and strategic initiatives.
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25. Supplemental cash flow information
The table below provides supplemental cash flow information:

Year ended December 31,

2009 1008 2007
Cash paid: .
Income taxes $ 161,67t $ 163,147 8 205955
Interest 186,280 222,558 245,325
Non-cash investing and financing activities:
Fixed assets acquired undey capital lease obligations — —_ 2,769
Liabilities assumed in conjunction with common stock acquisitions _— -_ 1,653
Assets exchanged for equity investments 2,618 — —
Assets received for additional noncontrolling interests 51 R —
26. Selected quarterly financial data (unaudited)
2009 2008
December 31 Sep ber 30 June 30 March 31 December 31 September 30 June 30 March 31
Net operating rcvenucs b3 1,568,204 $ 1,573,915 § 1,519,041 § 1447640 § 1461010 § 1,447,135 § 1,407,304 $ 1,344,724
Operating income 238,712 245,001 235,954 220,604 223,109 221772 218,434 205,78}
Income before income
taxes 194,563 200,465 190,139 173,057 169,364 169,748 166,101 151,578
Net income aftributable to
DaVita Inc. 109,724 110,930 105,819 96,211 98,365 93,910 94,951 86,934
Basic earnings per share
attributable to DaVita
Inc. 3.07 1.07 1.02 0.93 0.95 0.90 0.91 0.81
Diluted carnings per share
attributable to DaVita .
Inc, $ 106 % 106 § 1.0z § 092 % 0.94 8 089 % 0.90 ¥ 0.80

27. Condepsed consolidating financial statements

The following information is presented in accordance with Rule 3-10 of Regulation §-X. The operating and investing activities of the separate iegal
entitics included in the Company’s consolidated financial statements are foily interdependent and integrated. Revenues and operating expenses of the scparate
legal entities include intercompany charges for management and other services. The senior notes and the senior subordinated notes were issucd by the Company
and are guarantced by substantially all of its direct and indirect wholly-owncd subsidiaries. Each of the guaramor subsidiarics has guaranteed the notes on a joint
and several, full and unconditional basis. Non-whoity-owned subsidiaries, joint ventures, partnerships and third parties are not guarantors of these obligations.

- F-42

Source: DAVITAING, 10-K, February 25, 2010 Fawered by Marmingsiar® Document RosgaizhS®




DAVITAINC. -

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continned)
(dollars in thousands, except per share data)

Condensed Consolidating Statemenis of Income

Nan-
Guoarantor Guarantor Consolidating Consolidated
DaVita Inc. Subsidiaries Subsidiaries Adjustments Total
For the year ended December 31, 2002
Net operating revenues $ 401,058 $ 5100716 § 1032676 % (425650) $ 6,108,800
Operating expenses 246,578 4,484,083 863.518 (425,650) 5,168,529
QOperating income 154 480 616,633 169,158 — 940,271
Debt {expense) . (188,109) (179,294) (1,304) 182,952 {185,755)
Other incomc, net 186,189 — 47 (182,952) 3,708
Income tax expense 60,414 212,571 5,480 — 278,465
Fquity eamings in subsidiaries 330,538 103,430 — {433,968) —
Net income 422,684 328,198 162,845 (433,968) 479,759
Less: Net income attributable to noncontrolling interests — — — (57.075) (57,075)
Net income atiributable to DaVita Inc. 5 422 684 ) 328,198 Y 162,845 £ (491,043) & 422,684
For tbe year ended December 31, 2008
Net operating revenues 3 363,112 § 4,808,324 $ 880,810 % (393,073 $§ 5,660,173
Operating cXpenscs 228,729 4,208,769 746,652 (393,071) 4,791,077
Qpcrating income 134,383 599,555 135,158 — 869,096
Debt (expense) (227,535) (189,506) {2,520) 194,845 (224,716)
Other income, net 206,527 — 729 (194,845) 12,411
Income tax ¢xpense 43,763 188,888 2,820 —_ 235,471
Equity earnings in subsidiaries 304,548 81,459 — {386,007) o
Net income 374,160 302,620 130,547 (386,007} 421,320
Less: Net income atiributable 1o noncontrolling interests — — — (47,160) (47,160)
Net income atiributable to DaVita Inc., 5 374,160 § 302,620 $ 130,547 % (433,167 § 374,160
For the year ended December 31, 2007 '
Nect operating revenucs 5 365,728 $ 4,534,153 5 754,163 % (389,893) § 5,264,151
QOperating expenses 208,042 3,919,932 617,159 ~ (389.893) 4,355,240
Operating income 157,686 614,221 137,004 — 908,911
Debt (expense) (259,745} (256,050} (4,002) 262,650 {257,147
QOther income, net 284,038 - 1,072 (262,650) 22,460
Income tax expense (benefit) 70,972 175,691 {1,082) —_— 245,581
Equity carnings in subsidiaries 270,771 87,185 — (357,956) —
Net income 381,778 269,665 135,156 (357,956) 428,643
Less: Net income attributable 10 noncontrolling interests — —_ — {46,865) (46,865)
Net income attributable to DaVita Inc. 3 381,778 ;) 269,665 ) 135,156 8 (404,821) % 381,778
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As of December 31, 2009
Cash and cash cquivalents
Accounts receivable, net
Other current assets

Tolal currcnt assets
Property and equipment, net
Amortizable intangible assets, net
Investments in subsidinries
Reccivables from subsidiaries
Other long-term assets and investments
Goodwill

Total assets

Current liabilities

Payables fo parent

Long-term debt and other long-term liabilities
Noncontrolling interests subject to put provisions
Total DaVita Inc. sharcholders’ equity
Noncontrolling interest not subject to put provisions

Total equity
Total liabilitics and equity

As of December 31, 2008
Cash and cash equivalents
Accounis receivable, net
Other current assets

Total current assets
Property and equipment, net
Amorlizable intangible assets, net
Investments in subsidiaries
Receivables from subsidiaries
Other long-term assets and investments
Goodwill

Total asscts

Current liabilities
Payables to parent
Long-term debt and other long-term liabilities
Noncontrolking interests subject to put provisions
Total DaVita Inc. shareholders’ equity
Noncontrolling interest not subject to put provisions
Total equity

Total liabilitics and equity

Source: DAVITAING, 10-K, February 25, 2010

Condensed Consolidating Balance Sheets

Non-

Guarantor Guarantor Consolidating Consolidated

DaVita Inc. Subsidiaries Subsidiaries Adjusiments Total
] 534,550 § — 5 4,909 - 3 539,459
— 961,946 143,957 _ 1,105,903
15,619 597086 44 454 — 657,159
550,169 1,559,032 193,320 — 2,302,521
11,232 900,969 192,724 —_ 1,104,925
30,212 101,931 4,589 — 136,732
5,130,035 509,733 — (5,639,768) —
293,062 — 138,482 {431,544) —
7,700 19,528 35,634 -_— 62,862
— 3,622 885 328,311 — 3,951,196
6,022410 $ 6714078 § 893,060 (6,071,312) § 7,558,236
170,061 781,870 95,010 —_ 1,046,941
— 418,529 13,045 (431,544) —_
3,507,753 458,779 18,879 —_ 3,985,411
209,530 — — 122,195 331,725
2,135,066 5,054,900 584,868 (5,639,768} 2,135,066
— — 181,288 {122 195) 59,093
2,135,066 5,054,900 766,156 {5,761,963) 2,194,159
$ 6022410 § 6714078 3 893,060 (6,071,312) $ 7,558,236
b3 397,576 8 — } 13,305 -— 3 410,881
— 933,906 141,551 — 1,075,457
22,112 573,070 46,776 — 641,958
4i9,688 1,506,976 201,632 — 2,128,295
15,175 864,725 168,175 —_ 1,048,075
39,990 114,237 6,294 — 160,521
4,866,399 464,377 —_ (5.330,776) —_
320,338 — 90,754 (411,092) —
13,320 14,815 44,125 — 72,260
— 3,571,669 305,262 — 3,876,931
5 5674910 § 6536799 § 816242 (5,741,868) § 7,286,083
b 106,370 % 990,024 § 66,669 -— 5 1,163,063
— 386,460 24,632 {411,092) —
3,616,082 368,774 19,868 —_ 4,004,724
184,711 —_ — 106,686 291,397
1,767,747 4,791,541 539,235 (5,330,776} 1,767,747
— — 165,838 (106,686) 59,152
1,767,747 4,791,541 705,073 (5,437,462) 1,826,899
§ 5674910 § 6,536,799 § 816,242 (5,741,868) § 7,286,083
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DAVITAINC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dollars in thonsands, excepl per share data)

Condensed Consolidating Statements of Cash Flows

Guarantor Noo-Guarantor Consolidatiog Consolidated
DaVita Ine. Subsidiaries bsidiaries Adj Total

For the year ended December 31, 2009
Cash Aows from operating actvities
Net income. 3 422,684 8 318,198 3 162,845 $ (433,968} H 479,759
Changes in operating assets and liabilitics and non cash items incladed in net

income (115,305) (72.610) (52.102) 433 968 186,951
Net cash provided by operating activiries 307,379 255,588 103,743 — 666,710
Cash flows from investing activitics
Addraons of property and equipment (1,748) {213.046) (59,811} — (274,605)
Acquisitions —_ (87,617) — — {87,617)
Proceeds from asset sales - 7497 —_ — 7,697
Other jicms 11,631 {3,166) — — B 455
et cash provided by {used in) by investing activities 9,883 (256,132) (59,811) — (346,060)
Cash flows from financing nctivities
Long-tcrm debt {60,619) .51 899 - {61,232)
Intercompany barrowing {41,032) 100,429 (59.397) - —
Other items (78,637 {58.373) 6,170 — {130,840}
Net cash (used in) provided by financing ectivities {180,288) 40,544 (52,328) — (192,072}
Net increase {decrease) in cosh and cash equivalents 136,974 - (8,396) — 128,578
Cash and cash cquivalents a beginning of the year 397,576 — 13,305 — 4]0 881
Cash and cash equivalents at the end of the year 5 534,550 £ _ s 4,909 1 — s 539,459
For the year ended December 31, 2008
Cash flows from operating activities
Net income, $ 371,160 £ 302620 $ 130,547 $ (386,007 $ 421,320
Chunges in operating assets and lizbilitics and non cash items included in net

income (614,540) 431,232 (10,318) 386,007 192 38)
Net cash (nsed in) provided by operating activities {240,38D) 733 852 . 120,225 ——— 613,701
Cash flows Irom invesling activilies
Additions of property and equipment (2,546) (211,561) (43,855) - (317,962)
Acquisitions {439) (92,299) (9,221) — (101,935
Proceeds from asset sales — 530 _ — 530
Other items 19,281 2371 — — 21,652
Net cash provided by (used in) investing activities 16,296 ~ (360,959) (53,076) e (397.739)
Cash fows from financing activities
Long-term debt {11.675) {424) 4,548 — {13,551}
1ntercompany bampwing 380,763 (358,761) (22,002) — —
Other items {184,585) {13,708) (40,283) — (238,576)
Net cash provided by {used in) finmeing activities 178,503 (372,893) (57,737) — (252,127)
HNet (dccrease) inercase in cash and cash equivalents {45,581) — 9,416 —_ (36,165)
Cash and cash cquivalents ay beginning of the year 443,157 — 3,889 — 447,046
Cash and cash cquivalents ot the end of the yenr $ 397,576 5 — 1 13,305 H — s 410,881
For the year ended December 31, 2007
Cash flows from operating achvitics
Met income 1 381,778 $ 269,665 - 135,156 5 {357,956) 5 428,643
Changes in opernting assets and liabiliies and non cash items included in net

income (281,596) 108,534 (30,472) 357,956 152,422
Net cash provided by operatng activities 98 182 378,199 104,684 — 581,065
Cash Jows (rom tnvesting aclivities _—
Additions of property and equipment (3,501 (220,264) (48,447) — {272,212)
Acquisitions {69,701) {57,393) -_ —_ (127,094)
Procecds from asset sales —_ 12,289 -— - 12,289
Cnher items (19,811) {39.915) -— -— (59,726}
Net cash nsed in investing activities (93,013) {305,283) (4B,44T) — (446,743)
Cash Nlows from finoncing, activites -—
Long-term debt (49.961) 2,212 447 -— (47,302)
[nerconmany borrowing 110,937 (80,564) (30,273) —_ —
Crher items 77,582 5,536 (33,204) — 49824
Net cnsh provided by (used in) financing, activities 138,558 (72,916) (63,120) — 2,522
Ntt inexcase {decyease) in cash and cash equivalents 143,727 — (6,883) -_ 136,844
Cash and cash equivalents at the beginning of the ycar 299,430 — 10,772 310,202
Cosh and cash equivalents at the end of the year ] 443,157 5 — 5 3,889 - — 13 447,046
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SIGNATURES
Pursuant to the requirernents of Section 13 or 15(d) of the Securities Exchange Act of 1934, we have duly caused this Annual Report on Form 16-K to be
signed on our behalf by the undersigned, thereunto duly authorized, in the City of E] Segundo, State of California, on February 25, 20£0.

DAVITAINC.

By: fs/ Kent ], TRy
Kent J. Thiry
Chairman and Chief Executive Officer

KNOW ALL MEN BY THESE PRESENT, that cach person whose signature appears below constitutes and appoints Kent J, Thiry, Richard K. Whitney,
and Kjm M. Rivera, and cach of them his or her true and lawful atlorneys-in-fact and agents with full power of substitution and resubstitution, for him or her and
in his ot her name, place and stead, in any and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the same, with all
exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorncys-in-fact and agents,
and each of them, full power and authority to do and perform cach and every act and thing requisitc or necessary to be done in and about the premises, as fully to
ail intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents or any of thern, or their
or his or her substitute or substitutes, may lawfully do or cause 1o be done by virtue hercof.

Pursuant to the requircments of the Securities Exchange Act of 1934, this Annual Repont on Form 10-K has becn signed by the {ollowing persons on
behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/5! EENT ). THRY Chairman and Chief Executive Officer {Principal February 25, 2010
Kent J. Thiry Executive Officcr)
/s/ _RicHarD K. WHITNEY Chief Financizl Officer February 25, 2010
Richard K. Whitney (Principal Financial Oflicer)
s/ JanEs K. HILGER Vice President and Controller February 25, 2010
James K. Hilger {Principal Accounting Officer)
/5! PaMELA M. ARway Dircctor : February 25, 2010
Pamela M. Arway
fs/  CuarLEs G. BERG Dircctor February 25, 2010
Charles G. Berg .
/s/ "WILLARD W, BRITTAIN Director February 25, 2010
Willard W. Brittain
/5! PauLJ. Diaz Direclor February 25, 2010
Paul J. Diaz
/5 PETER T, GRAUER Director February 25, 2010
Pcter T. Grauer
I/ Joun M. Neura ) Director February 25, 2010
John M. Nehra
/sf  Wiriam L. Roper Director February 25, 2010

William L. Roper

/s/  ROGER ]. VALINE Director February 25, 2010
Roger ). Vatine

/s/  RicHarD C.VauGHAN Director February 25, 2010
Richard C. Vaughan

219 Document Reseach 5%
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
DaVita Inc.:

Under date of February 25, 2010, we reporied on the consolidated balance sheets of DaVita Inc. and subsidiaries as of Decemnber 31, 2005 and 2008, and
the related consolidated statements of income, equity and comprehensive income, and cash flows for each of the years in the three-year peniod ended
December 31,2009, which are included in the Annual Report on Form 10-K. In conmection with our audits of the aforementioncd consolidated financial
statements, we also audited the refated consolidated financial statcment Sehedule 11-Valuation and Qualifying Accounts included in the Annual Report on Form
10-K. This financia! statement schedule is the responsibility of the Company’s management. Qur responsibility is to express an opinion on this financial
statement schedule based on our audits.

In ovr opinion, such financial statcment schedule, when considered in relation to the basic consolidated financial staiements taken as a whole, presents
fairly, in all matenial respeets, the information set forth therein.

As discussed in Note | to the consolidated financial siatements, the Company adopted Financial Accounting Siandards Board (FASB) Statement of
Financial Accounting Standards No. 160, Noncenirolling Interests in Consolidated Financia! Statements (included in FASB ASC Topic 810, Consolidation), on a
prospective basis except for the prescntation and disclosure requirements which were applied retrospectively for all periods presented effective January 1, 2005.

/s KPMGLLP

Seatile, Washingion
February 25, 2010

51
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DAVITA INC.
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS
Balaonce at Amounts Balnnce
beginning thorged Amonnts at end of
Description of year ta income written of year
{in thousands)

Allowance for uncollectible accounts:
Year ended December 31, 2007 $ 171,757 % 136682 5 112486 § 195953

Year cnded December 31, 2008 § 195953 § 146229 $ 13090 $ 211,222
Year ended December 31, 2009 $ 211222 § 161,786 § 143,691 § 229317

Source: DAVITAINC, 10-K, February 25, 2010 Powered by Mamingstar® Document Reseaich®M
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EXHIBIT INDEX

Stock Purchase Agreement dated as of December 6, 2004, among Gambro AB, Gambro, Inc. and DaVite Inc.(9)

Amended snd Restated Asset Purchase Agreement effective as of July 28, 2005, by and among DaVita Inc., Gambro Healthcare, Inc. and Renal
Advantage Inc., 2 Delaware cerporation, formerly known as RenaiAmerica, Inc.(12)

Amended and Restated Centificate of Incorporation of Total Renal Care Holdings, Inc., or TRCH, dated December 4, 1995.(1)

Certificate of Amendment of Certificate of Incorporation of TRCH, dated February 26, 1?98.(2)

Centificate of Amendment of Certificate of Incorporation of DaVita Inc. {formerly Total Renal Core Holdings, Inc.), dated October 5, 2000.(4)
Centificate of Amcndment of Amended end Restated Cenificate of Incorporation of DaVita Inc., as amended dated May 30, 2007.(23)
Amended and Restated Bylaws for DaVita Inc. dated as of March 2, 2007.(25)

Indenture for the 6 3/8% Senior Notes due 2013 dated as of March 22, 2005.(3)

Indenture for the 7 /4% Senior Subordinated Notes due 2015 dated as of March 22, 2005.(3)

First Supplemental Indenture, dated October 5, 2005, by and amang DaVita Inc., the Guarantors, the persons named as Additiona! Guarantors and
The Bank of New York Trust Company, N.A., as Trustec.(11)

First Supplemental Indenture, dated October 5, 2005, by and among DaVita Inc., the Guarantors, the persons named as Additional Guarantors and
The Bank of New York Trust Company, N.A., as Trustee.{13}

Rights Agreement, dated as of Nevember 14, 2002, between DaVita Inc. and the Bank of New York, as Rights Agent.(21)

Second Supplemental Indenture (Senior), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons nemed as Additional
Guarantors and The Bank of New York Trust Company, N.A,, as Trustee (22)

Second Supplemental Indenture (Senior Subordinated), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons named as
Additional Guarantors and The Bank of New York Trust Company, N.A_, as Trustec.(22)

Registration Rights Agreement for the 6 $/8% Scnior Notes due 2013 dated as of February 23, 2007.(26)
Employment Agreement, dated as of October 19, 2009, by and between DaVita Inc. and Kim M. Rivera.»*
Employment Agreement, dated as of June i 5, 2000, by and between DaVita Inc. and Joseph C. Mello.(6)*

Second Amendment to Mr. Mella’s Employment Agreement, effective December 12, 2008.(33)*

Employment Agreement, effective as of August 16, 2004, by and between DaVita Inc. and Tom Usillon.(7)*
Amendment to Mr, Usilton’s Employment Agreement, dated February 12, 2007.(24)*

Second Amendment to Mr. Usilton’s Employment Agreement, effective December 12, 2008, (32)*

Employment Agreement, elfective as of November 18, 2004, by and between DaVita Inc, and Joseph Schoh!.(14)*
Amendment 1o Mr. Schohl’s Employment Agreement, effective December 30, 2008. (32)*
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Employment Agreement, dated as of October 31, 2005, effective October 24, 2005, by and between DaVita Inc. and Dennis Kogod.(13)*
Amendment to Mr. Kogod’s Employment Agreement, effective December 12, 2008. (32)* ‘
Employment Agreement, effective September 22, 2005, by and berween DaVita Inc. and James Hilger.(15)*

Amendment to Mr. Hilger’s Employment Agrecment, effective December 12, 2008, (32)*

Employment Aprcement effective February 13, 2008, by and between DaVita Inc. and Richard K. Whitney.(28)*

Amendment 10 Equity Award Agreement, enfered into on December 11, 2008, between DaVita inc. and Richard K. Whimey.¥™*
Employment Agreement, effective July 25, 2008, between DaVita Inc. and Kent J. Thiry.(29)*

Employment Agreement, ¢ffective August 1, 2008, berween DaViia Inc. and Allen Nissenson.(30)*

Employment Agreement, effective March 3, 2008, between DaVita Inc, and David Shapiro. (32)*

Amendment to Mr. Shapiro’s Employment Agreement, effective December 4, 2008, )

Form of Indemnity Agreement.(20)*

Forin of Indemnity Agreemcnt.(14)*

Executive Incentive Plan (as Amended and Restated effective January 1, 2009).(34)*

Executive Retirement Plan.(32)*

Post-Retirement Deferred Compensation Arrangement.{14)*

Amendment No. 1 to Post Retirement Deferred Compensation Arrangement.(32)*

DaVita Voluntary Deferral Plan.(11)*

Deferred Bonus Plan {Prosperity Plan).{31)

Amendment No. | to Deferred Bonus Plan (Prosperity Plan).(32)*

Amended and Restated Emptoyee Stock Purchase Plan.(27)*

Severancc Plan.(33)*

Change in Control Bonus Program.(32)*

First Amended and Restated Total Renab Care Holdings, Inc. 1999 Non-Exceutive Officer and Non-Director Equity Compensation Plan.(5)
Non-Management Director Compensation Philosophy and Plan.(28)"

Agncndcd and Restatcd 2002 Equity Compensation Plan.{10)*

Amended and Restated 2002 Eguity Compensation Plan.(19)*

Amendcd and Restated 2002 Equity Compensation Plan.(27)*

Amended and Restated 2002 Equity Compensation Plan.(32)*

Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 1999 Non-Executive Officer and Non-Director Equity Compensation
Plan.{18)*

Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(7)*
Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).{16}*
Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Pian).(18)*
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10.51

10.52

10.53

10.54

10.55

10.56
10.57
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231
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Form of Restricted Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan),(7)*
Form of Restricted Stock Units Agreement-—Employee {DaVita Inc. 2002 Equity Compensation Plan).(16)*
Form of Restricted Stock Units Agrecment—Employee (DaVita Inc, 2002 Equity Compensation Plan).(18)*
Form of Restricted Stock Units Agreement—Employce (DaVita Inc., 2002 Equity Compensation Plan).(32)*
Form of Stock Appreciation Rights Agreecment—Employee (DaVita Inc. 2002 Equity Compensation Plan).(16)*
Form of Stock Appreciation Rights Agreement—Employee (DaVita Inc. 2002 Equity Compensetion Plan}.() 8
Form of Stock Appreciation Rights Agreement — Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*
Form of Restricted Stock Units Agreement — Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*

Form of Non-Qualified Stock Option Agreement - Board (DaVita Inc. 2002 Equity Compensatiort Plan).(30)*

Credit Agreement, dated as of October 5, 2005, among DaVita Inc,, the Guarantors party thereto, the Lenders party thercto, Bank of America,
N.A., Wachovia Bank, National Association, Bear Stearns Corporate Lending Inc., The Bank of New York, The Bank of Nova Scotia, The Royal
Bank of Scotland plc, WeslL.B AG, New York Branch as Co-Documentation Agents, Credit Suisse, Cayman Islands Branch, as Syndication
Agent, JPMorgan Chase Bank, N.A., as Administrative Agent and Collateral Agent, JPMorgan Securities Inc., as Sole Lead Arranger and
Bookrunner and Credit Suisse, Cayman 1slands Branch, as Co-Armnger{11)

Credit Agreement, dated as of October 5, 2005, as Amended and Restated as of February 23, 2007, by and among DaVita Inc., the Guarantors
party thereto, the Lenders party thereto and JPMorgan Chase Bank, N.A.(26)

Amendment Agreement, deted February 23, 2007, by and among DaVita Inc., the Guarantors party thereto, the Lenders party thereto and
JPMorgan Chase Bank, N.A.(26)

Security Agreement, dated as of October 5, 2005, by DaVita Inc., the Guarantors party thereio and JPMorgan Chase Bank, N.A., as Collatern
Agent.(11)

Corporate Integrity Agreement between the Office of Inspector General of the Department of Health and Human Services and Gambro Heallhcare,
Inc. effective as of December 1, 2004.(11)

Amended and Restated Alliance and Product Supply Agreement, daled as of August 25, 2006, among Gambro Renal Products, Inc., DaVita Inc.
and Gambro AB.(17)**

Letter dated March 19, 2007 from Willard W. Brittain, Ir. to Peter T. Grauer, Lead Independent Director of the Company.(22)
Dialysis Organization Agreement between DaVita Inc. and Amgen USA Inc. dated December 20, 2007.(31)**

Computation of Ratio of Earnings to Fixed Charges.v’

DaVita Inc. Corporate Governance Code of Ethics.(8)

List of our subsidiaries.v’

Consent of KPMG LLP, indcpendent registercd public accounting firm.~

Powers of Attorney with respect 1o DaVita. (Included on Page I1-1).
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311 Cenification of the Chief Executive Officer, daied February 25,2010, pursuant to Rule 13a-14(a) or 15d-14(a}, as adopted pursuant 10 Section
302 of the Sarbanes-Oxley Act of 2002+

3.2 Certification of the Chief Financial Officer, dated February 25, 2010, pursuant to Rule 13a-14(a} or 15d-14(e), as adopted pursuant 1o Section
302 of the Sarbanes-Oxley Act 0f 2002,

321 Certification of the Chief Executive Officer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursvant to Section 906
of the Sarbanes-Oxley Act of 2002.¥

322 Centification of the Chief Financial Officer, dated February 25, 2010, pursvant to 18 1.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2092_/

101.INS XBRL Instance Document.***

101.8CH XBRL Taxonomy Extension Schema Document.***

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.*** .
101 DEF XBRL Taxonomy Extension Definition Linkbase Document.***
101.LAB XBRL Taxonomy Extension Label Linkbase Document.***

101 PRE XBRL Taxonomy Extension Presentation Linkbase Document ***

v Included in this filing.

* Management contract of executive compensation plan or arrangement.

*+  Portions of this exhibit are subject to a request for confidential treatment and have been redacted and filed scparately with the SEC.

s¢+ YBRL information is furnished and not filed as a part of a registration statement or prospectus for purposes of Section 11 or 12 of the Securities and
Exchange Act of 1933, is dcemed not filed for purposes of Section 18 of the Secarities and Exchange Act of 1934, and otherwise is not subject to liability

under these sections,

(1)  Filed on March 18, 1996 as an exhibit to the Company’s Transitional Report on Form 10-K for the Lransition period from June 1, 1995 to December 31,
15995,

(2} Filed on March 31, 1998 us an exhibit to the Company’s Annual Report on Form 10-K. for the year ended December 31, 1997.

(3) Filed on March 25, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

L)) Filcd on March 20, 2001 as an ¢xhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000.

(5)  Filed en February 28, 2003 as an cxhibil to the Company’s Annual Report on Form 10-K for the ycar ended December 31,2002,

(6) Tiled on August 15, 2001 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2001.

(7)  Filed on November 8, 2004 as an exhibit to the Companys Quarterly Report on Form 10-Q for the quarter ended September 30, 2004,
{8) Filed on February 27, 2004 as an exhibit 1o the Company's Annual Report on Form 10-K for the year ended Decemnber 31, 2003.

() Filed on December 8, 2004 as an exhibit to the Company’s Current Report on Form 8-K.

{10) Filed on May 4, 2005 as an exhibit to the Company’s Quarterly Report on Form 10-Q for Lhe quarier ended March 31, 2005.

(11) Filed on November 8, 2005 as en exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005.
(12) Filcd on October 11,2005 as an exhibit 1o the Company’s Current Report on Form 8-K.

(13} Filed on November 4, 2005 as an exhibit to the Company’s Current Report on Form §-K.

(14) Filed on March 3, 2005 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2004.

(15) Filed on Auphst 7, 2006 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ending June 30, 2006.

(16) Filed on July 6, 2006 as an exhibit to the Company’s Current Report on Form 8-K.

Source: DAVITAINC, 10-K, February 25, 2010 Powered by Maomingetae® Dacument Resnach®™
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{17) Filed on November 3, 2006 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2006,
{18) Filed on October 18, 2006 as an exhibit 1o the Company’s Current Report on Form 8-K.

{19) Filed on July 31, 2006 as an exhibit to the Company's Current Report on Form 8-K.

(20) Filed on December 20, 2006 as an exhibit to the Company’s Current Report on Form 8-K.

{21) Filed on November 19, 2002 as an exhibit 1o the Company’s Current Report on Form 8-K.

{22) Filed on May 3, 2007 a5 an exhibit to the Company's Quarterly Report as Form 10-( for the quarter ended March 31, 2007.

{23) Filed on August 6, 2007 as an exhibit to Lhe Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2007.

(24) Filed on Fcbruary 16, 2007 as an exhibit to the Company’s Current Report on Form 8-K. .

(25} Filed on March £, 2007 as an exhibit to the Company’s Current Report on Form 8-K.

(26) Filed on February 28, 2007 as an exhibit to the Company's Current Report on Form 8-K.

(27) Filed on June 4, 2007 as an cxhibit to the Company’s Current Report on Form 8-K.

{28) Filed on May 8, 2008 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the first quarter ended March 31, 2008.

{(29) Filed on July 31, 2008 as an exhibit to the Company’s Current Report on Form 8-K.

{(30) Filed on November 6, 2008 a5 an exhibit to the Company’s Quarterly Report on Form 10-Q for the (hird quarter cnded September 30, 2008,
(31) Filed on February 29, 2008 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2007.

{(32) Filed on February 27, 2009 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2008

(33) Filed on May 7, 2009 as an exhibit to the Company’s Quartcrly Report on Form 10-Q for the quarter ended March 31, 2009.

(34) Filed on June 18, 2009 as an exhibit to the Company’s Current Report on Form 8-K.

Source: DAVITA INC, 10-K, February 25, 2010 Powered by Mumingsiar® Dacument Rasearch™
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Exhibit 10.1

OYMENT A EMENT

This Employment Agreement (this “Agreement”) is entered inlo cffective October 19, 2009 (the “Effective Date™), by and between DaVita Inc.
(“Employer™) and Kim M. Rivera (“Employee™).

In consideration of the mutual covenants and agreements hereinafter set forth and for other good and valuable consideration, the parties herelo, intending
to be legally bound hereby, agree as follows:

Section 1. Employmen] and Dutics. Employer hereby employs Employee to serve as Vice President, General Counsel, and Secretary. Employec accepts
such employment on the terms and conditions set forth in this Agreement. Employce shafl perform the duties of Vice President, General Counsel, and Secretary
or any additional or different duties or jobs as the Company decms appropriate. lnitially, Employec shall work out of Employer’s El Segundo, California
headquariers, although the Jocation is subject to change to suil business needs. Employee will be allowed to maintain & home office in northern California and
work there from time to time. Employee agrees to devote substantially ali of her time, energy, and ability to the business of Employcr on a full-time basis and
shall not engage in any other business activitics during the term of this Agreement, including but not limited to providing consulting services to any investment
firm, such as a hedge fund, provided howeyer, Employee may continue to scrve on the board of directors of the Latino Community Foundation, a non-profit
corporation. Employee may pursue normal charitable activities so long as such activities do not require a substantizl amount of time and do not interfere with her
ability 1o perform her duties, Employee agrees that she shall not serve on the board of directors of any other not-for-profit or for-profit company without the
express written approval of the Chief Executive Officer or the Board of Directors. Employec shall at all times observe and abide by the Emplayer’s policies and
procedures as in cffect from time to time,

Section 2. Compensation. In consideration of the services to be performed by Employce hereunder, Employee shall receive the following compensation
and bencfits:

2.1 Base Salary. Employer shall pay Employce a base salary of $400,000 per annum, less standard withholdings and authorized deductions,
Employee shall be paid consistent with Employer’s payroll schedule, The base salary will be reviewed from time to time. Employer, in ils sole discretion, may
increase the base salary as a result of any such review. Employer may not reduce Employee's base salary unless the Employec authorizes it in writing or the
Employer is reducing the basc salary of other similarly-situated executives by a similar percentage.

2.2 Benefits. Employze and/or her family, as the case may be, shall be cligible for participation in and shail receive all benefits under Employer's
health and weifare benefit plans (including, without Jimitation, medical, prescription, dental, disability, and life insurance) under the same terms and conditions
applicable to most cxecutives at similar levels of compensation and responsibility. '

2.3 Performance Bonus.

(a) Employee shal! be eligible to receive a discretionary performance bonus (the “Bonus™) between zero and $300,000, payable in @ manner
consistent with Employer’s practices and procedures. The amount of the Bonus, if any, will be decided by the Chief Executive Officer and/or the Board of
Directors or the Compensation Commitiee of the Board in his/her/its sole discretion.

(b} In deciding on the amount of the Annual Performance Bonus, if any, the Chief Executive Officer and/or the Board of Directors or the

Compensation Committee of the Board may consider the competitive market for the services provided by employecs who are performing the same or similar
duties as Employee is providing Employer and who have similar background and experience.
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{c) Emplayee must be employed by Fmployer (or an affiliate) on the date any Baonus is paid to be eligible to receive such Bonus and, if
Employee is not employed by Employer {or an affiliac) on the date any Bonus is paid for any reason whatsoever, Employee shall not be crititled to receive such

Bonus.

2.4 Signing Bonus. Employer shall pry Employee 2 signing bonus of $50,000, less standard withholdings and authorized deductions, within her first
month of employment.

2.5 Monthly Payment. Employer shall pay Employee £8.000 a month housing allowance, less standard deductions and authorized withholdings, for
the first twelve months of Employee’s employment to help off-set the costs of maintaining two homes during this transitional period.

2.6 Vacatipn. Employee shall have vacation, subject to the approval of the Chief Executive Officer.

2.7 Slock Appreciation Rights. Employer shall issue a grant 10 Employee of siock-settled Stock Appretiation Rights (“*SSARS") on a base number
of 60,000 shares of DaVita common stock, upon approval. This grani shall have a five-year term and vest 25% on the first anniversary date of the grant, 8.33%
on the 20® month of the grant, and 8.33% every 4 months thereafier. The exercise price shall be the closing price as reporied on the New York Stock Exchange
on the Effective Datc, the date on which Employee has begun her employment with Employer and has begun to perform the services set forth within this
Agreement, or on the date that appropriate approval has been obtained, whichever is later. The terms of the SSARS grant will be reflected in a separate

agrecment to be signed by Employer and Employee.

2.8 Restricted Stock Units. On the Effective Date, on the date on which Employee has begun her employment with Employer and has begun to
perform the services set forth within this Agreement, or on the daie appropriate approval has been given, whichever date is later, Employee will receive 5,000
shares of Employer’s restricted stock units, entitling Employee to the same number of full shares of DaVita common stock, subject to the following vesting
conditions: such restricted stock units shall vest over a five-year period, one-third vesting on the third anniversary date of the grant, 11.11% at 40th month of the
grant, then 11.11% every 4 months thereafier until the 60th month. The terms of the restricted stock units will be reflected in a scparate Restricted Stock Units

Agreement to be signed by Employer and Employee.

2.9 Management Share Owpership Policy. Employec shall review and understand the terms of the Management Share Ownership Policy with
respect to all equity-based awards.

2.10 Indemnificzition. Employer agrees to indemnify and defend Employee against and in respect of any and all claims, actiens, or demands relating
1o or in any way arising out of Employec’s employment with Employer, to the extent permitted by the Company’s By-laws and applicabie Jaw.

2.11 Rejmbursement. Employer also agrees to reimburse Employee in accordanee with Employer’s reimbursement policies for travel and
entertainment expenses, as well as other business-related expenses, incurred in the performance of her duties hereunder.

2.12 Changes to Bepefit Plang. Employer reserves the right to modify, suspend, or discontinue any and atl of its health and welfare benefit pians,
practices, policies, and programs at any time without recourse by Employec so long as such action is teken generally with respect to all other similarly-situated

peer executives and does not single out Employee.

Section 3. Provisions Relating to Tepmination of Employment.
3.1 Employment Is At-Will. Employee’s employment with Employer is “at will” and is terminable by Employer or by Employce at any time and for
any rcason of no reason, subject to the notice requirements set farth below.

Employment Agreement ' 2

Source: DAVITAING, 10-X, February 25, 2010 Paswerer by Ma;ﬁ%ngs‘iar‘*Dmumnni Rosparch®




3.2 Termjnation for Material Cause. Employer may terminate Employee’s employment without advanced notice for Material Cause (2s defined
below). Upon termination for Material Cavse, Employee shall (i) be entitied to receive the Base Salary and benefits as set forth in Section 2,1 and Sectjon 2.2,
respectively, through the effective date of such termination and (ii) not be cntitled to receive any other compensation, benefits, or payments of any kind, except as
otherwise required by law or by the terms of any benefit or retirement plan or other amangement that would, by its terms, apply.

3.3 Qther Termination. Employer may terminate the employment of Employee for any reason or for no reason at any time upon at least thirly
{30) days’ advance written notice. [f Employer tenminates the employment of Employee for reasons other than for death, Material Cause, or Disability, or if
Employee resigns within sixty (60) days following a Good Cause Event (as defined below}, and contingent upon Employee’s execution of the Employer’s
stendard Waiver and Release Agreement and Noncompetition Agreement within twenty-cight days of the termination of Emplayee’s employment, Employce
shall be entitled to (i) salary continuation for the twelve-month period following the termination of her employment (the “Severance Period™), subject 1o
Employer’s payro}] practices and procedures, and (ii) if Employee’s employment is terminated afier April in a given year, reccive a payment equal to the Bonus
paid in the year prior to the termination of Employce’s cmployment, pro-rated for the number of months served in the year Employee’s employment is
terminated, to be paid in equal instailments over the Severance Period, subject to Employer’s payroll practices and procedures (if Employee’s employment is
terminated within her first year, she shall receive 50 percent of her Bonus potential, pro-rated for the number of months served in the year Employee’s
employment is terminated). Employee’s severance is made pussuant to the terms and conditions of the DaVita Inc. Severance Plan, including the
Offsct:Mitigation provision, as those provisions exist at the time of the termination of Emplayee’s employment. For purposcs of this provision, an Employee’s
employment bas been terminated when Employee is no longer providing services for Employer after a specific date or the level of bona fide services that
Employee would perform (as an employee or independent confractor) afler a specifie date would permanently decrease to no more than 20% of the average level
of bona fide services performed over the immediately preceding thirty-six month period (or the full period of service if Employee was employed for Jess than
thirty-six months).

3.4, Yoluntary Resignation. Employee may resign from Employer at any time upon at least ninety (30) days’ advance written notice, If Employee
resigns from Employer for reasons other than a Good Cause Event, Employee shall (i) be entitled to receive the base salary and benefits as set forth in Section 2,1
and Section 2.2, respectively, through the effective date of such termination and (ii) not be entitled to roceive any other compensation, benelits, or payments of
any kind, except as otherwise required by taw or by the terms of any benefit or retirement plan or other arrangement that would, by its terms, apply. In the event -
Employee resigns from Employer at any time, Employer shall have the right to make such resignation cffective as of any date before the expiration of the

required notice period.

3.5 Disability. Upon thirty {30) days’ aedvance notice (which notice may be given before the completion of the periods described herein), Employer
may terminate Employee’s employment for Disability (as defined below).

3.6 Defipitions. For the purposes of this Agreement, the following terms shall have the meanings indicated:

{a) “Disability” shall mean the inability, for a period of six (6) months, to adequately perform Employee’s regular duties, with or without
reasonable accommeodation, due to a physical or mental illness, condition, or disability.

{b) “Good Cause Event” shall mean the occurrence of the following events without Employee’s express written consent: (1) Employer
materially diminishes the scope of Employee’s dutics and responsibilities; or (ii) Employer materially reduces Employee’s base compensation, Notwithstanding
the above, the occurrence of any such condition shall not constitute Good Cause unless the Employee provides notice to Employer of the
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existence of such condition not later than 90 days afier the initial existence off such condition, and Employer shall have failed to remedy such condition within 30
days afier receipt of such notice.

{¢) “Material Cause™ shall mean any of the following: (i) conviction of a felony or plea of no contest to a felony; (ii) any act of fraud or
dishonesty in connection with the performance of her duties; {iii) repeated failure or refusal by Employee to follow policies or directives reasonably established
by the Chief Executive Officer of Employer or his/her designee that goes uncorrected for a period of ten (10) conscoutive days afier writien notice has been
provided to Employee; (iv) a material breach of this Agreement, {v) any gross or willful misconduct or gross negligence by Employee in the performance of her
duties; (vi) egregious conduct by Employce Lhat brings Employer or any of its subsidiarics or affiliates into public disgrace or disrepute; (vii) an act of untawful
discrimination, including sexual harzssment; (viii) a violation of the duty of loyalty or of any fiduciary duty; or {ix) exclusion or notice of exclusion of Employec
from participating in any federal health carc program. Before the Employer may discharge Employee for an act of fraud or dishonesty in connection with the
performance of her duties, Employee shall have = right to contest her termination 1o the entirc Board of Directors.

3.7 Netice of Termination. Any putporied termination of Employee’s employment by Employer or by Employee shall be comnmunicated by a written
Notice of Termination to the olher party hereto in accordance with Scction § hereof. A “Notice of Termination™ shall mean a written notice that indicates the

specific termination provision in this Agreement.

3.8 Effect of Termination. Upon tenmination, this Agreement shall be of no further force and effect and neither party shall have any further right or
obligation hereunder; provided, however, that no termination shall modify or affect the rights and obligations of the parties that have accrued prior to temmination;
and provided furiher, that the rights and cbligations of the parties under Section 3, Section 4, and Sectipn 5 shail survive termination of Lhis Agreement.

3.9 Notwithstanding any provision herein to the contrary, in the event that any payment to be made 1o Employec hereunder (whether pursuant 10 this
Section 3 or any other Section) as a result of Employee’s termination of employment is determined to constitute “deferred compensation” subject te
Section 409A of the Inlemnal Revenue Codc, and Emplayee is a “Key Employee” under the DaVita Inc. Koy Employee Policy for 409A Arrangements al the time
of Employee’s termination of employment, all such deferred compensation payments payable during the first six (6) months following Employee's termination of
employment shall be delayed and paid in a lump sum during the seveath calendar month following the calendar month during which Employee’s termination of

employment occurs,

Section 4; Confidentiality and Non-Solicitation, Employce, contemporaneously herewith, shall enter into a Confidentiality and Non-Solicilation )
Agreement, the terms of which are incorporated herein and made a part hereof as though set forth in this Agreement. 1f Employec transfers to Colorado, she shall

enter imto a Non-Competition, Non-Solicitation, and Confidentiality Agreement,

Section 5. Miscellaneous.

5.1 Entire Agreement: Amendment. This Agreement represents the entire understanding of the parties hereto with respect to the employment of
Employee and superscdes all prior agrecments with rospeet thereto. This Agreement may not be altered or amended except in writing executed by both parties

hereto.

5.2 Assignment: Benefit. This Agreement is personal and may not be assigned by Employee. This Agreement may be assigned by Employer and
shall inure to the benefit of and be binding upon the successors and assigns of Employer.

5.3. Applicable Law: Venue, This Agreement shall be governed by the laws of the State of California, without regard to the principles of conflicts of

laws. Both partics agree that any action relating to this Agreement
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shall bc brought in a state or federal court of competent jurisdiction Jocated in the Siate of Cahifornia and both parties agrec to exclusive venue in the State of
California.

5.4 Nptice. Notices and all other communications provided for in this Agreement shall be in writing and shall be deemed to have been duly given
when delivered or mailed by United States registered mail, return reccipt requested, postage prepaid, eddressed to Employer at its principal office and to
Employce et Employee’s principal residence as shown in Employer's personnel records, provided that all notices to Employer shall be directed to the attention of
the Chief Executive Officer, or 10 such other address as either party may have furnished to the other in writing in accordance herewith, except that notice of
change of address shall be effective only upon receipt.

5.5 Construction. Each party has cooperated in the drafling and preparation of this Agreement, Hence, in any construction to be made of this
Agreement, the same shall not be construcd against any party on the basis that the party was the drafler. The captions of this Agreement are not part of the
provisions hereof and shall have no force or effect. -

5.6 Execution. This Apreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of which together
shall constifute ene and the same instrument. Photographic or facsimile copies of such signed counterparts may be used in licw of the originals for any purpose.

5.7 Legal Counsel. Employee and Employer recognize that this is a legally binding contraci and acknowledge and agree that they have had the
opportunity to consnlt with legal counsel of their choice.

5.8 Wajver. The waiver by any party of a breach of any provision of this Agrecment by the other shall not operate ot be construed as a waiver of any
other or subsequent breach of such or any provision. :

5.9 Invalidity of Provision. in the event that any provision of Lhis Agreement is determined 1o be illegal, invalid, or void for any reason, the
remaining provisions hereof shall continue in full force and effect.

5.10 Approvyal by DaVita Inc, as to Form. The partics acknowledge and agree thal this Agreement shall take effect and be legally binding upon the
partics only upon full exccution hercof by the partics and upen approval by DaVita Inc. as to the form of hercof.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement effective as of the date and year first written above,

DAVITAINC. EMPLOYEE
By /s/Kent]. Thiry By s/ Kim M. Rivera
Kent J, Thiry Kim M. Rivera

Chairman and Chief Executive Officer

Approved by DaVita Inc. as to Form:

s/ Lisa A, Barr

Lisa Barr
Assistant General Counsel - Labor
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Exhibit 10.14

ECOND AMENDM TQ STOCK APPRECIATION RIGHTS AGREEMENT,

This Second Amendment to Stock Appreciation Rights Agreements is entered into this 11 th day of December, 2009, by and between DaVila Inc., a
Delaware corporation (the “Company™), and Richard K. Whitney (the “Employee™).

WHEREAS, the Company and the Employee previously entered into five Stock Appreciation Rights Agreements (each an “SAR Agreement™), dated as of
February 14, 2008, February 15, 2008, February 19, 2008, February 20, 2008 and February 21, 2008, respectively (the *Grant Dates™), copies of which are
attached hereto as Exhibils 1 through 5, pursuant to the Company’s 2002 Equity Compensation Plan; and

WHEREAS, each SAR Agreement was amended by that certain Amendment to Stock Appreciation Rights Agreements dated Navember 2008, a copy of
which is attached hereto as Exhibit 6.

WHEREAS, the Company and the Empioyee desire to further amend cach SAR Agreement pursuant to Section 10 thereof]

NOW, THEREFORE, in consideration of the mutual covenants and agreements hercinafter set forth and for other good and valuable consideration, the
parties hereto, intending 1o be legally bound hereby, agree as follows:

Section 2(b) of each SAR Agreement is amended in ils entirety, effective as of the date first written above, to provide as follows:
“(b) In the case of the termination of the Grantees employment with the Company (“Severance™), the SAR shall terminate on the Expiration Date.”

IN WITNESS WHEREOF, the pariies hereto have executed this Second Amendment {o Stock Appreciation Rights Agreements as of the datc and year first
written ahove.

COMPANY EMPLOYEE
By Js/ Kent J. Thiry By /sl Richard K. Whitney
Kent J. Thiry Richard K. Whitney

Chiel Executive Officer
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Exhihit 12.1

DAVITA INC.
RATIO OF EARNINGS TO FIXED CHARGES

The ratio of earnings to fixed charges is computed by dividing earnings by fixed charges. Eamings for this purpose are defined as pretax income from
continuing operations adjusted by adding back fixed charges expensed during the period less nonconirolling interests. Fixed charges include debt expense
{interest expense and the amortization of deferred financing costs), the estimated intercst component of rent expense on operating leases, and capitalized interest.

Year ended December 3,
2009 2008 2007 2006 2005
{dollars in thousands)

Eamings adjusted for fixed charges: :
Income from continuing operations before income 1axes(1}) $ 758,224 $ 656,791 $ 674,224 $ 513,900 § 354,592

Add:
Debt expense 185,755 224,716 257,147 276,706 139,586
Interest portion of rent expense 81,122 72,562 64,613 60,395 35,189
Less: Noncontrolling interests(1) (57,803) (47,331) (46,702) (38,14]1) (23 495)
209,074 249 947 275058 298,960 151,280

$ 961,298 3 906,738 $ 949,282 $ 812,860 $ 505,872

Fixed charges:

Debt expense $ 185,755 5224716 $ 257,147 $ 276,706 $ 139,586
Inicrest portion of rent expense 81,122 72,562 64,613 60,395 35,189
Capitalized interest 3,627 4,189 3,878 4 708 1912

$ 270,504 § 301,467 $ 325,638 $ 341,809 $ 176,687

Ratio of earnings lo fixcd charges 3.58 3.01 2.92 2.38 2.86

(1) The Company has changed the presentation of earnings attributable to noncontrolling interests for all prior periods presented.
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SUBSIDIARIES OF THE COMPANY

Exhibit 21.1

Jursdiction
of

Hame Strucrure Iocorporation
Aberdeen Dialysis, LLC Limited Liability Company DE
Alamosa Dialysis, LLC Limited Liability Company DE
American Fork Dialysis, LLC Limited Liability Company DE
Amery Dialysis, LLC Limited Liability Company DE
Animas Dialysis, LLC Limited Liability Company DE
Arcadia Gardens Dialysis, LLC Limited Liability Company DE
Astro, Hobby, West Mt. Renal Care Limited Partnership Limited Partnership DE
Austin Dialysis Centers, LP. Limited Parmership DE
Bear Creck Dialysis, L.P. Limited Partnership DE
Beverly Hills Dialysis Partnership Partnership CA
Bluegrass Dialysis, LLC Limited Liability Company DE
Bright Dialysis Center, LLC Limited Liability Company DE
Brighton Dialysis Center, LLC Limited Liability Company DE
Bruno Dialysis, LLC Limited Liability Compamy DE
Buford Dialysis, LLC Limited Liability Company DE
Canyon Springs Dialysis, LLC Limited Liability Company DE
Canyonlands Diatysis, LLC Limited Liability Company DE
Capelville Dialysis, LLC Limited Liability Company DE
Capital Dialysis Partnership Partnership CA
Carroll County Diglysis Facility, Inc. Corporation MD
Carroll County Diatysis Fecility Limited Partnership Limited Partnership MD
Cascades Dialysis, LLC Limited Liability Company DE
Centennial LV, LLC Limited Liability Company DE
Central Carolina Dialysis Centers, LLC Limited Liability Company DE
Central Georgia Dialysis, LLC Limited Liability Company DE
Central Jowa Dialysis Partners, LLC Limited Liability Company DE
Central Kentucky Dialysis Centers, LLC Limited Liability Cempany DE
Chcrry Valley Dialysis, LLC Limited Liability Company DE
Chicago Heights Dialysis, LLC Limited Liability Company DE
Chipeta Dialysis, LLC Limited Liability Cormpany DE
Clinton Township Dialysis, LLC Limited Liability Company DE
Columbus-RNA-DaVita, LLC Limited Liability Company DE
Commerce Township Dialysis Center, LLC Limited Liability Company DE
Continental Dialysis Center, Inc, Corporation VA
Continental Dialysis Center of Springfield-Fairfax, Inc. Corporation VA
Creck Dialysis, LLC Limited Liability Company DE
Dazllas-Fort Worth Nephrology, L.P. Limited Partmership DE
IDallas-Fort Worth Nephrology 11, LLC Limited Liability Company DE
DaVita Dakota Dialysis Center, LLC Limited Liability Company DE
NaVita El Paso East, LP. Limited Partnership DE
DaVita Nephrology Medical Associates of California, Inc, Corporation CA
DaVita Nephtology Mcdical Associates of Pennsylvania, P.C. Professional Corporation PA
DaVita Nephrology Medical Associates of Washington, P.C. Professional Corporation WA
DaVita of New York, Inc. Corporation NY
DaVita-Riverside, LLC Limited Liability Company DE
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Jurisdiction

of

Nome Structore Incorporation
DaVita-Riverside I, LLC Limited Liability Company DE
DaVita Rx, LLC Limited Liability Company DE
DaVita Tidewater, LLC Limited Liability Company DE
DaVita Tidewater-Virginia Beach, LLC Limited Liability Company DE
DaVita VillageHealth, Inc Corporation DE
DaVita VillageHealth Insurance of Alabama, Inc. Corporation AL
DaVita VillageHealth of Georgia, Inc. Corporation GA
DaVita VillageHealth of Ohio, Inc. Corporation OH
DaVita VillageHealth of Virginia, Inc. Corporation VA
DaVita-West, LLC Limited Liability Company DE
Decker Dinlysis, LLC Limitcd Liability Company DE
Dialysis Holdings, Inc. Corporation DE
Dialysis of Des Moines, LLC Limited Liability Company DE
Dialysis of North Atlanta, LLC Limited Liability Company DE
Dualysis of Northern lllinois, LLC Limited Liability Company DE
Dislysis Specialists of Dallas, Inc. Corporation TX
DNP Management Company, LLC Limited Liability Company DE
Dovwmriver Centers, Inc. Corporation MI
Downtown Houston Dialysis Center, L.P. Limited Partnership DE
Durungo Dialysis Center, LLC Limited Liability Company DE
DVA Healthcare of Maryland, Inc. Corporation MD
DVA Healtheare of Massachusetts, Inc. Corporation MA
DVA Healthcare of New London, LL.C Limited Liability Company TN
DVA Healtheare of Norwich, LLC Limited Liability Company TN
DVA Healthcare of Pennsylvania, Inc. Corporation PA
DVA Healthcare of Tuscaloosa, LLC Limiled Liability Company TN
DVA Healthcare Procurement Services, Inc. Corporation CA
DVA Healthcare Renal Care, Inc. Corporation NV
DVA Healthcare-Southwest Ohjo, LLC Limited Liability Company TN
DVA Laboratory Services, Inc. Corporation FL
DVA of New York, Inc, Corporation NY
DVA Renal Healthcare, Inc. Corporation TN
DVA/Washington University Healthcare of Greater St. Louis, LLC

Limited Liability Company DE
East Dearbom Dialysis, LLC Limited Liability Company DE
East End Dialysis Center, Inc. Corporation VA
East Ft. Lauderdale, LLC Limited Liability Company DE
East Houston Kidney Center, L.P. Limited Partnership DE
Elberion Dialysis Facility, Inc, Corporation GA
Elk Grove Dialysis Center, LLC Limited Liability Company DE
Empire State DC, Inc. Corporation NY
Falcon, LLC Limited Liability Company DE
Fields Dialysis, LLC Limiicd Liability Company DE
Five Star Dialysis, LLC Limited Liability Company DE
Flamingo Park Kidney Center, Inc. Corporation FL
Forester Dialysis, LLC Limited Liability Company DE
Freehold Antificial Kidney Center, LLC Limited Liability Company NI
Fullerton Dialysis Center, LLC Limitcd Liability Company DE
Give Lifc Dialysis, LLC Limited Liability Company DE
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Name

Seroeture

Grand Home Dialysis, LLC
Greater Las Vegas Dialysis LLC
Greater Los Angeles Dialysis Centers, LLC
Green Desert Dialysis, LLC
Greenwood Dialysis, LLC
Griflin Dialysis, LLC

Hanford Diglysis, LLC
Hawaiian Gardens Dialysis, LLC
Hialeah Kidney Dialysis, LLC
Historic Dialysis, LLC
HomeChoice Partners, Inc
Honcy Dialysis, LLC

Houston Acute Dialysis, L.P.

Houstan Kidney Center/Total Renal Care Integrated Service Network Limited Partnership

Huntington Artificial Kidoey Center, Lid.
Huntington Park Dialysis, LLC
Indian River Dialysis Center, LLC
Ionia Dialysis, LLC

Jedburg Dialysis, LLC

Kidney Centers of Michigan, LLC
Kidney Home Center, LLC
Knickerbocker Dialysis, Inc.

Las Vegas Pediatric Dialysts, LLC
Lawreneeburg Diatysis, LLC

Liberty RC, Inc.

Limon Dialysis, LLC

Lincoln Park Dialysis Services, Inc.
Litle Roek Dialysis Centers, LLC
Lockport Dialysis, LL.C

Long Beach Dintysis Center, LLC
Lord Baltimore Dialysis, LLC

L.os Angeles Dialysis Center

Maple Grove Dialysis, LLC

Maples Dialysis, LLC

Marysville Dialysis Center, LLC
Mason-Dixon Dialysis Facilities, [ne.
Memorial Dialysis Center, L.P.

Mena Diatysis Center, LL.C
Middlesex Dialysis Center, LLC
Miramar Dialysis Center, LLC
Monerief Dialysis Center/Total Renal Care Limited Partnership

Morro Dialysis, LLC

Mountain West Dialysis Services, LLC

Muskogec Dialysis, LLC

Natomas Dialysis, LLC

Nephrology Medical Associates of Georgia, LLC
Neptune Artificial Kidney Center, LLC '
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Limited Liability Company
Limited Liabiliry Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liabitity Company
Limited Liability Company
Limited Liabitity Company
Limited Liability Company
Corporation

Limited Liability Company
Limited Partnership

Limited Partnership
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liabitity Company
Limited Liability Company
Corporation

Limited Liability Company
Limited Liability Company
Corporation

Limited Liability Company
Corporation

Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Partnership

Limited Liability Company
Limited Liability Company
Limited Liability Company
Corporation

Limited Partnership
Limited Liability Company
Limited Liability Company
Limited Liability Company

Limited Partmership

Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company

Jurisdiction
of

Incorporation

DE
DE
DE
DE
DE
DE
DE
DE
DE
DE
DE
DE
DE

DE
NY
DE
DE
DE
DE
DE
DE
NY
DE
DE
NY
DE
IL
DE
DE
DE
DE
CA
DE
DE
DE
MD
DE
DE
DE
DE

DE
DE
DE
DE
DE
GA
NI
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Name

Struchare

New Bay Dialysis, LLC

MNew Hope Dialysis, LLC

Mew Springs Dialysis, LLC

North Austin Dialysis, LLC

North Colorado Springs Dialysis, LLC
Ohio River Dialysis, LLC

Open Access Lifeline, LLC

Orange Dialysis, LLC

Palomar Dialysis, LLC

Paticnt Pathways, LLC

P Holdings, Inc.

Physicians Chotce Dialysis of Alabama, LLC
Physicians Dialysis Acquisitions, Inc.
Physicians Dialysis, Inc.

Physicians Dialysis of Houston, LLP
Physicians Dialysis of Lancaster, LLC
Physicians Dialysis Ventures, In¢,

Pike Dialysis, LLC

Pitisburg Dialysis Partners, LL.C

Platte Dialysis, LL.C

Ptumas Dialysis, LLC

Princeton Dialysis, LLC

Red Willow Dialysis, LLC

Renal Clinic Of Houston, LLC

Renal Life Link, Ing,

Renal Treatment Centers—Califomia, Inc.
Renal Treatment Centers—Illinois, Inc,
Renal Treatment Centers, Inc.

Renal Treatment Centers—Mid-Atlantic, Inc.
Renal Treatment Centers—Northeast, Inc.
Renal Treatment Centers—Southeast, L.P.
Renal Treatment Centers—West, Inc.
Riddie Dialysis, LLC

Ripley Dialysis, LLC

Rita Ranch Dialysis, LLC

River Vatley Dialysis, LLC

RMS Lifcline, Inc.

RNA-DaVita Dialysis, LLC

Robinson Dialysis, LLC

Rochester Dialysis Center, LLC

Rocky Mountain Dialysis Services, LLC
Physicians Choice Dialysis of Alabama, LLC
Roosc Dialysis, LLC

Ross Clark Circle Dialysis, LLC
Physicians Choice Dialysis of Alabama, LLC
Royale Dialysis, LLC

RTC Holdings, Inc.

RTC TN, Inc.

SafeHarbor Dialysis, LLC

Source: DAVITA INC, 10-X, February 25, 2010
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Neme Structure

SAXDC-DaVita Dialysis Partners, L.P. Limited Partmership
Sandusky Dialysis, LLC Limited Liability Company
San Marcos Dialysis, LLC Limited Liability Company
Santa Fc Springs Dialysis, LLC Limited Liability Company
Seneca Dialysis, LI.C Limited Liability Company
Shadow Dialysis, LLC Limited Liability Company
Shayano Dialysis, LLC Limited Liability Company
Shining Star Dialysis, Inc. Corporation

Siena Dialysis Center, LLC

Soledad Dialysis Center, LLC

Somerville Dialysis Center, LLC

South Centrat Florida Dialysis Partners, LLC
South Shore Dialysis Center. L.P. )
Southerest Dialysis, LLC

Southeasiern Indiana Dielysis, LLC
Southern Colorado Joint Ventures, LLC
Southern Hills Dialysis Center, LLC
Southwest Atlanta Dialysis Centers, LLC
St. Luke’s Dialysis, LLC

Star Dialysis, LLC

Stcam Dialysis, LLC

Strongsvitle Dialysis, LLC

Sugarloaf Dialysis, LLC

Summit Dialysis Center, L.P.

Sun City Dialysis Center, LLC

Sun City West Dialysis Center LLC

Sunsct Dialysis, LLC

Taylor Dialysis, LLC

Tel-Huron Dialysis, LLC

Tennessee Valley Dialysis Center, LLC
The Woodlands Dialysis Center, L.P.

Total Acute Kidney Care, Inc.

Total Renal Care/Eaton Canyon Dialysis Center Partnership
Total Renal Care, Inc.

Total Renal Care North Carolina, LLC
Total Renal Care/Picdmont Dialysis Center Parinership
“Tota! Renal Care Texas Limited Partnership
“Toial Renal Laboratorics, Inc,

Total Renal Research, Inc.

Transmountain Dialysis, L.P.

TRC-Dyker Heights, L.P.

TRC El Paso Limiled Pannership
TRC-Four Comers Dialysis Clinies, LLC
TRC-Georgetown Repional Dialysis LLC
TRC-Indiana LLC

TRC-Petersburg, LLC

TRC of New York, Inc.

TRC West, Inc.

Tree City Dialysis, LLC

Source: DAVITA INC, 10-K, February 25, 2010
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Corporation -
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Limited Liability Company
Limited Liability Company
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Name

Snucture

Tuisa Dialysis, LLC

Turlock Dialysis Center, LLC
Tustin Dialysis Center, LLC
University Dialysis Center, LLC
Upper Valicy Dialysis, L.P

Urbana Dialysis, LLC
USC-DaVita Dialysis Center, LLC

UT Southwestern DVA Healthcare, LLP

Valley Springs Dialysis, LLC
Verde Dialysis, LLC
VillageHealth DM, LLC
Wauseon Dialysis, LLC

Westey Chapel Dialysis, LLC
West Broomfield Dialysis, LLC
West Elk Grove Dialysis, LLC
West Monroe Dialysis, LLC

West Pensacola Dialysis, LLC
West Sacramento Dialysis, LLC
Weston Dialysis Center, LLC
Weston Dialysis Center, LLC
Willowbrook Dialysis Center, L.P.
Wood Dialysis, LLC

Wyandotte Central Dialysis, LLC
Wylcr Dialysis, LLC

Ybor City Dialysis, LLC
Yucaipa Dialysis, LLC
Zephyrhilis Diatysis Center, LLC

Source; DAVITA NG, 10-X, February 25, 2010
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Consent of Independent Registered Public Accounting Firm

Exhibit 23.1

The Board of Directors and Shareholders
DaVita Inc.:

We consent to the incorporation by reference in the registration statements on Forms 5-8 (No. 33-84610, No. 33-83018, No. 33-99862, No. 33-99864,
No. 333-01620, No. 333-34693, No. 333-34695, No, 333-46887, No. 333-75361, No. 333-56149, No. 333-30734, No. 333-30736, No. 333-63158,
No. 333-42653, Na. 333-86550, No. 333-86556, No. 333-144097 and No. 333-158220) and Form 5-3 (No. 333-69227) of DaVita Inc. of our reports dated
February 25, 2010, with respect to the consolidated balance sheets of DaVita Inc. as of December 31, 2009 and 2008, and the related consolidated statements of
income, equity and comprehensive income, and cash flows for each of the ycars in the three-year period ended December 31, 2009, and related financial
statement schedule, and the effectiveness of inlemnal control over financial reporting as of December 31, 2009, which reponts appear in the December 31, 2009
annual report on Form 10-K, of DaVita Inc.

As discussed in Note 1 to the consolidated financial statements, the Campany adopted Financial Accounting Standards Borrd (FASB) Statement of
Financial Accounting Standards No. 160, Noncontrolling Interests in Consolidated Financial Statements (included in FASB ASC Topic 810, Consolidation), on a
prospective basis except for the presentation and disclosure requirements which were applied retrospectively Tor all periods presented effective January 1, 2009.

/s/ KPMGLLP

Seattie, Washington
February 25, 2010

Source: DAVITA INC, 10-K, February 25, 2010 Fawerad by Mamningstar® Dacuimerd Respach®™
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Exhihit 31.1
SECTION 302 CERTIFICATION

1, Kent J. Thiry, certify that:
1. Ihave reviewed this annual report on Form 10-K of DaVila Inc.;

2. Rased on my knowledge, this report does not contain any untrue staicment of a material fact or omit to state a material fact necessery to make the
statements made, in light of the circumstances under which such staiements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this repon, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registran’s other ccrtifying officer(s) and 1 are responsible for cstablishing and meintaining disclosure controts and procedurcs (as defined in
Exchange Act Rules 132-15(c) and 15d-15(<)) and intemnal control over financial reporting (as defined in Exchange Act Rules 13a-1 5(f) and 15d-15(f)) for the

registrant and we have:

(a) Designed such disclosure controls and procedures, or caused such diselosure controls and proeedures to be designed under our supervision,
to ensure that material information relating 1o the registrant, including its consolidated subsidiaries, is made known 10 us by others within
those entities, particulary during the period in which this report is being prepared;

{b) Designed such imernal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide rensonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
¢xtemal purposes in accordance with generally accepted aceounting principles,

{© Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s intemal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter {the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other cenifying officer(s) and I have disclosed, hased on our most recent evaluation of internal conlro} over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent {unctions);

(a) Al significant deficiencies and material wenknesses in the design or operation of internal conwrol over financial reporting which are
reasonably likely to adversely nffect the registrant’s ability to record, process, summarize and report financial information; and

(b Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s intcmal
control over financial reporiing.

fs/  KENT ). THIRY
Kent ), Thiry
Chief Execurive Officer

Date: February 25,2010

Source: DAVITAINC, 10-K, February 25, 2010 Fowered by Mniingsiar® Dacumeant Raseach
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Exhibit 31.2
SECTION 302 CERTIFICATION
I, Richard K. Whitney, centify that:
1. 1have reviewcd this annual report on Form $0-K of DaVita Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to statc a materia! fact necessary to make the
statements made, in tight of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this repert, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4, The registrant’s other cenifying officer(s) and I are responsible for esiablishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(¢) and 15d-15(¢})) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and we have:

{a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensur¢ that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entitics, particularly during the period in which this report is being prepared,

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the rehisbility of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted aceounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
cffectiveness of the disclosure controls and procedures, as of the end of the period covered hy this report based on such evaluation; and

{d) Discloscd in this repart any chanpe in the registrant’s intermal control over financial reporting that occurred during the registrant’s most
recent fiscal quaner {the registrant’s fourth fiscal quartcr in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

5. The repistrant’s other cenifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal control over {inancial reporting, to the
registrant's auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) Al significant deficiencies and material weaknesses in the design or operation of internal control over financiat reporting which are
reasonably likely to adverscly affect the registrant’s ability to record, process, summarize and report financial information; and

{b) Any fraud, whether or not material, that involves management or other employees who have a significant rele in the repistrant’s internal -
control over financial reporting,

/s/  Ricnanp K. WHITNEY
Richard K. Whimey
Chief Financial Officer

Date: February 25, 2010

Source: DAVITAINC, 10-K, February 25, 2010 Powered by Momingstar® Docament Research®
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Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Repont of DaVita Inc. (the “Company™) on Form 10-K for the year ending December 31, 2009 as filed with the Securities
and Exchange Commission on the date hereof {the “Periodic Report™), |, Kent J. Thiry, Chiel Exccutive Officer of the Company, certify, pursuant to 18 US.C. §
1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that: ‘

1. The Periodic Report fully complics with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/of  KENT ). THIRY

Kent J. Thiry
Chief Executive Officer
February 23, 2010
Source: DAVITAINC, 10-X, Fabruary 25, 2010 Baweres by Mamingstar® Dacument Reseaich®
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Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANTTO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION %06 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of DaVita Inc. (the “Company™) on Form 10-K for the year ending December 31, 2009 as filed with the Securities
and Exchange Commission on Lhe datc hereof (the “Periodic Report™), I, Richard K. Whitney, Chief Financial Officer of the Company, cenify, pursuant to
18.U.58.C. § 1350, as adopted pursuant 1o § 906 of the Sarbanes-Oxley Act of 2002, that:

1 The Periodic Repont fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in Lhe Periodic Report {airly presents, in all material respects, the financial condition and results of operations of
the Company.

/s/  RICHARD K. WHITNEY

Richard K. Whitney
Chief Financial Officer
February 25, 2010
§
Source. DAVITAINC, 10-K, February 25, 2010 Powerer by Momingstar® Dacurmen! RevearchSY
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COLDWELL
| BANKER
COMMERCILAL

COLDWELL BANKER COMMERC!
“DEVONSHIRE REALTY
Malling Adidréss: P. O. Box 140
201 W, Springfield, 11" Foor
Champalgn, |L:- 61824-0140

lE‘i?') $52-7712 OFACE -

(217) 3525518 FAX

December 16, 2010

Mr. Ryan Witges ) .
Agracel, Inc. S o
1200 Netwark Centre Blvd, Suite 3 : ‘
Effinghamn, IL 62401

Via Email; rwitges @agracel.com -

RE:  Letter of intent for 6051 Dew_!oémnt Drive, Charleston, IL |

Dear Mr. Witges: |

USI Real Bstate Brokerage Services Inc., in conjunction with Coldwel] Banker
Commercial Devonshire Realty is plcaacd to present this Letter of Intent on behalf of:

Total Renal Care, Inc — a subsidiary of DaVita Inc. Upnn acceptarice by both partics,
Tenant shall provide a lease draft for Landlord's review with the following te:ms

LOCATION: 6051 Development Drive, Charleston, IL 61921) -

TENANT: "Total Renal Cars, In¢. or related entity to be nnnnd

LANDLORD: Agracel, Inc and/or ity assignee,

REQUIREMENTS: Approximately 7,200 conﬂgﬁnus rentable square feet -

PRIMARY TERM: Lendlord is proposing 10, 12and]5 yearmplo—ne-t o
(NNN) lease term options. Rent will increase every. fve
() years.

POSSESSION AND

COMMEN CEMENT: Tenant shall take possessron of the ;remlm -and

commence the lease upon:

a Leasehold [mprovements within the Pmnuses

heve been completed iif accordance with the

omal: MW @ckiodicom

Attachment — 39B
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FAILURE 70 DELIVER
PREMISES;

LE ORM:

USE:

Need.

final conatruction do-cumenm (extuept for.
nommnal punch list 1tema). and

b. A Centificete of Occ'npmcyfmlheh'emsmhas
been cbiained fmm the City of Charleston, IL;; -
and

Lendlord and Tenant shall enm into & leass agreement

upon mutual

agreement of accoptable terms. Lmdlord shall-not beghm
Tenant
Improvmsnts until Tenant kas recclved ts szﬁcam uf

1f Landlord has not dellvered the l:ita:ﬂses' to Tenant
within Ninety (90) days after Tenant has given writen
notice to Landiord thet Tenant has received its Certificate
of Need, Tenant may. clect to terminate the lease by
written notice to Landlord.

The Tenznt shall provide its'standard lease form. .

The use is for a Dialysis Chiuc, mlued medu:al oﬂ‘ice
and distribution of phmmneunmls. “The ullding is
currently located in the C/D Cortidor Development :
District which is the cofrect zomng fora rnedlml samcc
provider.

The following items. will be dclivewd by thc Landlord to
the premises as part of the base building: -

- A dadicamd.wamrméter and Tine-

- A4“sewm'lmsmannnhcxpalsleweray&om' ‘

- Minimum 400 to 800, lmoavolt?ophasc.
4 wirs elcectrical service :

- Gns service, af & minimum, wlll be rated t6 -
bave 67 of water. column prmm and

supply 800,000-BTTFs .

- HVAC sgystem nmitially agmed to by -

Landlord and Tenant and all associated costs
with the unit, Tenant shall lm'e full ountml
of the HVAC systems 247, -

Repiace metal interior walls withdry’ wall

- Tnstadl 30° X 40" duive under cmopy oo -

southeast corner of building

- Add pdditional parking on south side of

building
- Romove plass block windows and jnstal!
larger aluminum wmdnws ‘al  existing

openings




Uec 20 2010 J:U4HM

T E S P T

HF LHSERJE! FHXUHVIIH 131'!bHZU2UZ:I.

Tt 2=,

T T ]

B MR  pe

page 3

e

Install 42" front door on south side 6f

‘building

In Fill two large garage doors

Inetall sprinkler syster and water line for

fire main into buitding
Provide gonsrator

Please refer to thoananhed Schedule A

regarding  additional - base  building

jmprovements  and  site development :

requirements.

No tenant improvement allowanos i is pmv:dad wuh I.hw
proposal. _

Landlord is offering three (3) fivc (S) yﬂat opticms o -
renow the lease. Option Rent shall be the lesser of 95%
of fmir madket value, or, the rént during the prior term. -
escelated by the increase in the CPI- U over the prior  *
term, capped at two percent (2%) annually with prior
written notice due six (6) to twanty—fmlr (24-) months

N/A. No ediacent spece available.

TENANT IMPROVEMENTS:
OQPTION TO BENEW:
RIGHT OF FIRST REFUSAL ON
ADJACENT SPACE:
RENTAL RATE:
Rent/sf
10 Year Years L-5 $1335
Years 6-10 31452
12 Year Years 1-5 $13.11
Years 6-10 $14.64
Years 11-12 $15.83
15 Year Years 1-5 $12.05
Years 610 $1344
Yearz 11-15 $15.01

Rent/momth . Reni!year :
$8,010 $96,120
$8,952 L $107424
$7,866 © o §94.302
$8.784 $105,408 -
$9498 $113,976
$7.230 o §86,760 -
$8,064 896,768

$9.006 $108,072
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HOLDING OVER: In the event Tenant rémains in posseseion of the -

PARKING:
CONCESSIONS:
COMMON ARFA EXPENSES
REAL TA s
SIGNAGE;
LD ()

Premises after the expiration of the term of this Lease, |
then Tenant shall be oblpated to pay rent at the then,
current rate. o

Building currently has sight (8) parkmg ¢paces vnth
substantial room for additional spaces if needed in the
future. Landlord will provide the correct number of
required spaces per code for amdmalfmhty

None

The Tenant will be the sole cwupa.nt of the bmldm&
ther=fore, Landlord is proposing & triple-tiet {NNN) lease
whereby the Tenant will directly pay all operating -
expenses. The following: numbem are estimated
operating costs: ,

Reel Estate Taxes: 2009 tax bill was $8,027. Homver
if Coles County assesses-the property based upon the -
{mprovements we are proposing, we estitnats the real
estate taxes to be approximately $30, wwyw 2009 e
rate was 9.09176%

Utitities — $10,000

Insurance - §3,000

Landsceping - $4,500

Repeirs and Maintensnce - $11,000/year -

Tenmnt shatl have the right to install by |ldmg signage at
the Premises, subject to Landlord’s ¢onsent, which
consent shall not be unreasonsbly wifhheld end subject
to compliance by Tenant with atl apphmble Taws and
regulations,

Tenant will haveacceestolhcbuﬂdmg%hmusa day,
days & weak.
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BLEASE/ASSI

GOVERNMENTAL

ROOF RIGHTS:

Tenant will have the right at any time to sublease or
assign its interest in this Lease o sny ms;nnly owned:
subsidiaries or related entities of DaVrln Toc. 'without the

consent of the Landlond.

Landlor¢ shall represent and wargant t Tenam ﬂ'lat f,
Landlord, at Landlord’s . iole experse, - wﬂl cAUSE -
Tenant's Premises, the Building and. patkjng Tacilities to -
be in foll compliance with any Bovetnmental laws, -

ordinances, regulations or orders relating to, but not

limited to, compliance with the Americams with
Disabiliies Act (ADA), and environmental’ conditions -

relating to the cxistence of .asbestos snd/or other
hazerdons matérials, or soil & gmund water

conditions, end ehsl! indepinify - and hold ~Teoant
hermless from any claims, hiabilides and cost arising .

from environmental condmons not cansed by Tenam(s)

If the building does not have cable telavision semcc, -
then Tenant will need the right to plwe 1 utelhte dish

on the roof at no nddmonal fee.

Landlord shall not lease space to another Dialysis clinic -

or similar facility at the property ot at any of the othet

properties Landlord controls \mthm five (5) iniles ofthc

subject propety.

Landiord is not offering Temnt n ea:ly lnrmnmon g

option

None

DeVita Inc. will provice ccu-porﬁte lease gﬂarantees

Construetlon of tepant. Imprcrvemem.s it not be
stnrtedunﬂTenantgimwrlﬁenmﬂceloundhrd oL

that a Certificate of Need has been awardad.

Tenantwﬂlncedmapplyfora&lﬂﬂcateoflqaadfor
the final location, If Tenant does nof get the Certificaty -
of Need by 4/26/20H1, the Lease will be nul and veid. -
If they do get the Certificate of Need, then they will go
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focward with the lease basod on satisfying the oibsr

contingencizs that are in their standard Leaiso Docuniont. - N

Tenant CON Gbligation; Landiord and Tenant
understand and agree that the catablishment of any

cbronic outpatient dialysfs faciliy in the State of Wiincis.

is subject to the requirerents of the Minois Hezlth
Pacilities Planning Act, 20 ILCS 3960V1 ét seq. end,

hos, the Tenznt cannot establish 1 dialysis facility on he

Premises of sxocute a binding real estats fease in ,
¢connection therewith unless Tenant obiaitis a Ceirtificate,
of Nead (CON) permit from the Illinois Health Facilities

Planning Board (the "Planning Board"): Tenint agrees

to proceed using its commercially reasanable best efforts.

to submit an appHeation for a CON permitand to -
prosecute said application 1o obtain the CON, permil -
from the Planming Board. Besed on the lopgth of the:
Planning Board review process, Tenent does ot expest

o recetve a CON permit prior tp 4/24/2011. In light of . -

the forcgoing facs, the parties agree that they shall -
promptly procesd with due diligence to negotiat the

terms of a definitive lease agreement and execuin such g

piot to approval of the CON permait .

provided, however, the lease shiell nét be bindingon - :

either party prior to the approval of the CON permit and
the lease agreoment shall contain a contingency clause
indicating that the lease agroement is not effective '
pending CON approval. Assuming CON pemmit
approval is gramted, (he effective datz of the lease - *
agreemnent sholl be the Firat day of the calendar month

following CON permit sppfovel. In'the event that the -

Planning Board does not award Tenant a CON permit t¢
establish a dialysis cemer on the Premised by 42472011
neither party ehall have any further obligaticn to the.
other party with regard to the negotiations, fease or
Premises contemplated by this Letter of fnteat.

Landlord agrecs that it recognizes USI Real Estale
Brokerage Services Inc, and Coldwell Banker
Commercial Devonshire Realty 8 the client's sole -
representatives aid a brokerage fee of five peroent (5%)

of the rent doe over the team shafl be peidto USL or 5 : -

designased local sffilate, per separato commission

agreemen. The client shall retaiv the right to offset rent -

for failure to pay the Real Estate Comomission.

It should be understood that (s Letter of Intent ks sabject t the terms of Exhibit A attached
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EXHIBIT A
NON-BINDING NOTICE

NOTICE: THE PROVISONS CONTAINED IN THIS LETTER OF INTENT ARE AN -
EXPRESSION OF THE PARTIES' INTEREST ONLY. SAID PROVISIONS TAKEN ~ -
TOGETHER OR SEPERATELY ARE NEITHER AN OFFER -WHICH BY ‘AN
“ACCEPTANCE” CAN BECOME A CONTRACT, NOR A CONTRACT. BY ISSUING .
THIS LETTER OF INTENT, NEITHER TENANT NOR LANDLORD (OR USI) SHALL.

BE BOUND TO ENTER INTO ANY (GOOD FAITH OR “OTHERWISE) .
NEGOTIATIONS OF ANY KIND WHATSOEVER. TENANT RESERVES THE RIGHT = =
TO NEGOTIATE WITH OTHER PARTIES. NEITHER TENANT, LANDLORD OR USI - ;
INTENDS ON THE PROVISIONS CONTAINED IN THIS LETTER OF INTENT TO BE -
BINDING IN ANY MANNER, AS THE ANALYSIS FOR AN ACCEPTABLE
TRANSACTION WILL INVOLVE ADDITIONAL MATTERS NOT ADDRESSED IN

THIS LETTER, INCLUDING, WITHOUT LIMITATION, THE TERMS OF ANY
COMPETING PROJECTS, OVERALL ECONOMIC AND LIABILITY PROVISIONS
CONTAINED IN ANY LEASE ‘DOCUMENT AND INTERNAL AFPROVAL
PROCESSES AND PROCEDURES, THE PARTIES UNDERSTAND AND AGREE THAT

A CONTRACT WITH RESPECT TO THE PROVISIONS IN THIS LETTER OF INTENT . -
WILL NOT EXIST UNLESS AND UNTIL THE PARTIES HAVE EXECUTED A -
FORMAL, WRITTEN LEASE AGREEMENT APPROVED IN WRITING EY THEIR '
RESPECTIVE COUNSEL. USI IS ACYING SOLELY IN -THE CAPACTIY. OF "
SOLICITING, PROVIDING AND RECEIVING INFORMATION-AND PROFOSALS
AND NEGOTIATING THE SAME ON BEHALF OF OUR CLIENTS.  UNDER NO -
CIRCUMSTANCES WHATSOEVER DOES USI HAVE ANY AUTHORITY TO.BIND _
OUR CLIENTS TO ANY ITEM, TERM OR COMBINATION OF 'TERMS CONTAINED
HEREIN. THIS LETTER OF INTENT IS SUBMITTED SUBJECT TO ERRORS,
OMISSIONS, CHANGE OF PRICE, RENTAL OR OTHER TERMS; ANY SPECIAL
CONDITIONS IMPOSED BY OUR CLIENTS; AND WITHDRAWAL WITHOUT
NOTICE. WE BRESERVE THE RIGHT TO CONTINUE .SIMULTANEQUS .
NECOTIATIONS WITH OTHER PARTIES ON BEHALF OF OUR CLIENT. NO -
PARTY SHALL HAVE ANY LEGAL RIGHTS OR OBLIGATIONS WITH RESPECT

TO ANY OTHER PARTY, AND NO PARTY SHOULD TAKE ANY ACTION OR FAIL

TO TAKE ANY ACTION IN DETRIMENTAL RELIANCE ON THIS OR-ANY OTHER . -
DOCUMENT OR COMMUNICATION UNTIL -AND UNLESS: A ' DEFINITIVE
WRITTEN LEASE AGREEMENT IS PREPARED AND SIGNED BY TENANT AND
LANDLORD : R
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[OPTION 2: FOREXISTINGBUILDING} ;.
(SUBJECT TO MODIFICATION BASED ON INPUT FROM LESSEE'S .
PROJECT MANAGER WITH RESPECT TO EACH CENTER PROJECT]” .

SCHEDULE A - TO WORK LETTER

' EMENTS -

MINIMIM BASH x JMPR MENT.} . :
(Mote: Secllons with an Astersk () have spocific requiremants for I L3 in Californin imd ofbrr select :

Biates - goe end of docrment for changes to that sectien)

At o migimum, the Lessor shall provids the following Base Building: Iniprovenients to medt |
Lessee’s requirements for an Existing Base Buikling Improvements at Lessor’s gole cdst: - -

All MBBI work completed by the Lossor will need 1o be coordinated and approved by the Lessee.
#nd there Consultants prior to any work being completed, including shop ‘drawings and submitials .
ICViCWE. ’ R

1.0 - Bullding Cotes & Design * N e
All Minimum Base Building Improvements (MBBD) are % be performed in dccordence ..
with all Jocal, state, and federal building codes including aiy related amendments, fire -
and life safety codes, ADA regulations, Stete Department of Public Health, and other -
applicable snd codes ag it pertains to Dialysis, All Lesgor's work. will tave -
Governmental Authorities Having Jurisdicdon (“GAH]") approved architecturel wid
engineering (Mechanical, Plumbing, Flectsical, Structural, Civil, Bnvifonmental) plang
mdspecifmaﬁ.onsprcpamdbyalimadmhltadandeugimi. Lo T

Lesses shall have full control over the selection of the ‘Genera] Contractor fm- the tenant © -
improvement work. A

2.0 - Zoning & Permitiing , o R
Building and premises must be zoned to perform services as a dialysis clinic. Lessor to .
provide il Zoning information releted to the base building. - Any fiew. Zoming -
changes/varinnces necessary far use of the ‘pemises as a dinlysis- clinic shall be the -
respansibility of the Lossee with the assitance of the Lessor to secure Zoning -
chunge/variance, Pemitting of the interior construction  of tha space will bs by the.

3.0 - Common Areas

Lessee will have acosss and use of all common ereas Le. Lobbi¢s Hallways, Cdrridors,
Restrooms, Stairwells, Utility Rooms, Roof Access, Emergency - Access- Points and
Elevators, All cormmon areas must be cods and ADA compliant (Life Safety, ADA, ttc.) ;

per current fecieral, siate end local code requirements, . i _

4.0 - Demnolition
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Lessor will be responsible for demolition of all interior partitions; doors ‘and fremes, -

plombing, tlectrical, mechanical systems (other than what is designated for rense by. -
Lessec) and finishes of the existing building from slab to roof-deck'to create 2 “Vanilla .
box" condition, Spece shall bs broom clean and ready for interior improvemignts specific . .
to the buildout of & dialysis facility, Building to be free and clear of dny Eompanents, .
ashegtos or material that is in violation of any EPA standards of acceptance afid local *

hazardoos material jurisdiction standards. a . :

5.0 - Foundation and Floor * A S _
Existing Roundations and Sleb on Grade in Leases spece-otist be free of cracks and .
setilement lssues, Any cracks and setflement issues evident gt emy-time pdor
commencement of tenant improvement work shall be subject to imspection by a Licensed

Structural Eoginear stating thet such crecks and / or séctement isues are within limits of

the gtructiral integrity and performance moticipatad for this concrete and reinforcement

design for the term of the leasa. Lessor to confirm that the site does not cortain -
expansive soils and to confirm the depth of the water table, Existing concrete siabs shall ...

contain control joints and structural reinforcement.

All repairs will be dane by Lessor at bis cost and be done priar to Lessec adoeptance of
space fot construction. Any issues with slab during Lesses constiuction will be brought
up to Lassor attention énd cost associated with slab issue to repair will be paid by Lessor.

Any elab replacement will be of the same thickness of the adjacent slab (or a minimuin of -
5™ with & minimum concrete strength of 3,000-psi With wire or fiber mesh, andfor cebar-
reinforcement over vapor barrier and granuler fill. Infill slsbArenches will be pinned to .
sxisting slab a1 24" O.C. with # 4bars or greater x 16" long or 86 designed per higher 5
standards by Lessee’s structural engineer depending on solls aud existing slabcondition. - -

Existing Concrete floor shall not have more than 3bs.of moimrep&lmﬂsfm hoursks .
emitted per completed calcium cbloride testing results. Means and wethods 0 achieve =
this level will be sole responsibility of the Lessor. E

6.0 - Structural * L L
Pxisting exterlor walls, lintels, floor and roof framing shafl remain’ es-is and be frée of -
defects. Should any defects be foumd repairs will be made by Lessor at his cost, "Any
repaits will mcet with current codes and approved by a Structura) Eagjneer and Lessee. - -

Lessar shall supply Lessee (if available} structural en.gin.aeriﬁg drammgs 6f.w_ :

7.0 - Existing Exterior Walls ' . S
All exterior walls shall b in good shape and propesly maintained. Auy damaged drywall
and or Insnlation will be replaced by Lessor priur to Lessee taking possession. Roplace
metal interior walls with dey well, o

It will bs the Lessor's responsibility for all cost to bring exterior "_e'v'a]ls up 1o code before -
Lessee takes possession. .

7.0 - Demising walls S :
New or Existing demising walls shell be a 1 ar 2hr fire rated wall depending on local
codes, state and or regulatory requirements (NFPA 101 - 2000) whichever is mare
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stiingent. If it does not meet this, Lessor will bring demising wall uptomestthe = '
ratings/UL roquirements. Walls to be firs caulked in accordance with UL standardsat ..~
floor and roof deck. Demising wells will bave sound attenuation batts from floocto - -
underside of deck. S

At Lessee's option and as agreed upon by Lessor, amy new demising well imerior dryw;n )
to lessee’s space shall not be installed until after Lessee’s improvements are complets in'-
the wall, N . :

8.0 - Roof Covering ¢ L e v
The roof shall be properly sloped for drainage and flashed for proper water shed. ‘The i
muf,mofdrainsnnddownspomsshallbepl-operlynmintaiiwedtpgngrdagainxtm&fleakk' - :
and can propedy drain, Lessor will provide Lessee the information o the Roofand . -
Contractor holding werranty. Lessor o provide minimum of R30 roof insalation at foof ’ p
deck. I the R30 value is not meet, Lesgor to increase R-Valne:by baving installed -
additional tosulation to meet GAHJ requirements to ‘the undérside of the roof
structure/deck, Lo _

Any new penetrations made during buildout will be &1 the Lessee's cust. Lossor shall
grant Lessee that right 1o conceal of remove existing skylights as deemed approprigte by
Lessee and their Consuhants, : . S

9.0 - Canopy . R
Lestor provide drive under canopy but not on end cap must be agreed to by leasee.

10.0 - Waterproafing end Westherproofing o Do -
Lessor shall provide complete water tight building shell inclusivé but not Hmited to,
Fiashing and/or sealant around windows, doors, parapet walls, Machanical / Plumbing./ .
Electrical penetrations. Lessot shall properly seal the building's exterior walls, footings,
slabs as required in bigh moisture conditions such as (including but not imited t6) finish -
floar sub-grade, mised planters, and high water table. Lessor shall bé responsiblo for '
seplacing uny damaged items and repairing any deficienciés exposed during / after
construction of tenant improvement. s e

110 - Windows _ S N
Any single pane window fystems must be replaced by Lessdr with code compHant
Energy efficient thermal pane windows with thermally broken. aluminum * frarmes. |
Broken, missing and/or dzmaged gless or frames will be replaced by Lessor. .Lessor shalt

allow Lesses, & Lessee’s discretion, to tint the exigting windows (pes manufactures - :
recommendations) per Lessee's tensnt improvement design.- Remove glass block I
windows ' E ‘ -
Add new windows to ba upsized at least three timss current size leases to provids size.

12.0- Thermal Insulation _ Lo
Lessor to replace any missing and/or damaged wall or ceiling insulation whi-R-13, 19-or
R30 insulation. : . Sl

13.0- Exterlor Doors

Al exterios doocs shall meet Americsn Disabilities Act (ADAY, Local Coded and Sute ©
Department of Fealth requirements for cgress. I not Lessor ut his cost will nieed to bring.
them up to code, this will include installing push paddles andfot panic hardware or any = -
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other herdware for egress. Any missing weather strippmg, damage té;doors or frammes -
will be repaired or replaced by Lessor. ' S

Lessor will provide, if not already present, & fromt i:nttm.md tear door 1o gpace, :
Should one not be present at cach of the Locations Lessor, to bave thein installed per the . -
following criteria: ' e

« FronV/ Patient Brry Doors: Provide Storefront with insulated glass doorg and..
Aluminem framing to be 42" width including push paddle/panic bar hardware, .
continuous hinge and lock mechanism, Door to be prepped o accept power assist: -
opener and push button keypad lock provided by Lesses. Creste front doar 42°
on south side of building . o

» Service Doorz Provide 72" wide double door (Alternatgs for dpproval by -~
Leseee's Project Manager to include: 60” Rall up door, or,a'48™ wide single doox -,
or double door with 36" and 24" doars) with 20 gavge sulated hollow metal
{doubie doars), Flush bolts, T eswagal, Heavy Duty Aluminnm thieshold, -
continuous hings each leaf, prepped for panic bar hardware (as required by code) -
painted with rust inhibiting paint and prepped to reccive & push button keypad
lock provided by Lessee. Door to have a 10" square vision: panel cut ont with
insulated glass installed if requested by Lessee. - T

In fill two large parnge doors

Any doors that ere desiguated to be provided modified or prepared by- Lessor; Lessor -
shal! provide to Lessse, prior to door fabsication, submittals containing specification
information, hardware and shop drawings for review and acceptance by Lesses and
Lessee's architect. S o

14.0- Utllitles : — S
All ctilities to be provided st designated utility enteance poinia into the-boilding ‘at . -
locations approved by the Lessce at & common locaton for accoss, Lessar is responsible
for all taplconnection and impact foes for afl new utilitics roquired foe o' dlalysis fecllity.
All Utilities to be coordinated with Lassee’s Architect, o

15.0- Plumbing * ‘ S
Lessoc to provide a segregated/d dodicated 2 water line, if not already present {and not
fhadHin 10 any other lessees spaces, fire suppression systems, of irrigation systems) with a
shut off valve, 2 (two) 2" backflow preventors in parailel (with drain under BFP’s), and
2 meter (1 1/2" meter under special circumstances which nmst be approved by Legsee) -
to provide a continnous minimum 50 psi (weximum of §0psi), with a minimom flow cité
of 30 gallons per mimute to Lessce space, ‘Lessor to provids Lessee with the most recent
water flow and pressure test results (gallons per minute and pst) for epproval. Lessor
ghall pacform water flow and pressuré test prior to loase éxecution. Lessar shall stub the - -
dedicated water ling imto the Lessos space to a location on Lesse plans,. Lessor 1o
provide and pay for ll tap fees related (o new sanitary sewer and water gervices.in -
accordance with local building and regulatory agencies. Lessor may elect to dedicaté the -
existing 2" line and 7" meter (1-1/2 meter il approved by Lessoe), if extsting, to Léssée
for Lesses's exclusive end dedicated use. Lassor shall then be respoasible to install a
new water line snd water metar(s) for use by adjacent tcnmt{s)- as needed to meet

275
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ajacent tenant water roquiroments and water demands. Lessor nhaﬁl be'lmsion'sﬂ:lé. for :
all fees and costs associated with the line, tap, metar and jmpact feis related to this wozk -

All existing hose bibs will be in proper working condition rior to Lossees posstagion of
Existing Sanitcy sewes finn orll nod t0 be a four-ch (#") miniinems line 15 Lesies

spaco and have en invert level of 42" minimurm or & salary line('s);that wil} edequatety, -
support the drainsge requirements leaving the space. Lift station/sewage ejectors will not:-
be permitied, The sanitary sewer line feeding the demised space will ieed to be vides .
scoped for integrity with & copy available for Lessee and his architect to review, Sewel
line to Teceive & power rod wilh high pressure cleaming to insure ‘fiow integrity from .

facility inlet to city main.

T the Senitery line is not 2 4" line, Lessor will have installed a:fﬂ Ene 10 af'locg;iiloﬁ'-pﬁr' -
Lodses plans to suppart the drainage requitements (with & mininied iovert level of g2 ¢
and to meet [ocal code. All cost associated with line, tzp and impact foes will be Lessof .

responsibility.
Sanitary sampling manhole if required by local runtcipality on new line. '

16.0 - Fire Suppression and Alarm System . S R
Existing Fire Sprinkler Systems and fire alarm coatrol panel shall be maintained by
Lessor. Lessor to provide pertinent information on systems .for Lessee E.ngmeetsfm' _

design. Lessor to provide current vendor for g7stem mid monitoring Company:

If a Sprinkler Systemn is not present and is requued by Lessee sage based on NFPA 101, :

2000, Lassez Lo pravide cost, to be inchuded in Jease fats, for the design and instalation
of a complete tumkey sprinkler system (less drops and keads in lessee space) that meets:

all local building and kife safery codes for the entire building, - Thisisystem will beon g -
dedicated watec line independent of Lesseo's water line requiréments, including -

municipal approved shop drawings, service drops end sprinkler heads. at heighis pet
Lessee's reflective ceiling plan, fiow control switches wired and tested, alaris incluting:
wiring and en electrically/tetephomically controlled fire alaom coatrol pans! connected 1o

a monitoring systems for emergency dispatch, Need sprinkler systerm instefled

Pristing Fire Alarm system shall be mafntainod and in good working order.by. Lessdr
prior to Lassee acceptance of space, Lessor to provide pertinent inffrmation onsystens

for Lessee’s design. Lessor to provide curpent vendor for sysiem.aud: monitoring.
company. If FA Panel is usatle to accommodats Lessee reguirements Lessor to upgradg -

panel at Lessor's cost. :

Fire Suppression and Alarm system equipment shall be equipped for &wble detecl:!on '

activation per GAHJ. N . P
17,0 — Electrical; .

Service sizc to be determized by Lessee’s engineer dependant on facility size and gas -
availabiltty (400amp to 800amp service) 120/208 volt, 3 phuse, 4 wire, Existin service’
to be a combinod single service for Lossee space. Letsee will .not sccept- mulfiple
gervicos to obtain the necessary amperage. Should this not be' available Lessor t6

opgrade to meet the following criteria:




R
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Provide now service (preforably undergroand) with. o dedicated mieteé vin a hewi CT
cabinet. Service size to bo determined by Lessee's engineer dependazk on facility sizoend

gas availebility (400urup to 800amp service) 120/208 volr, 3 phase, 4 wire to'a foad

cent:rinthelassee'auﬂ]itymmn(locaﬁuntubepe_rCodem;!mé_lociﬁaﬁperfussep :

plans) for Lessee's exclusive uxc n povrciiul, Gjilpracnt, spplimess, lighting, heating:
cocling and smiscellsnecus use.  Trensforroer coondiration with wiility company,
transformer pad, and nnderpround conduit sized for service; circiit termination cabinet,

grounding rod, main panel with breaker, conduit and wire inclusive of. éxzavation, '

wenching and restoration. Lessee's Bagineer shall have thé final approval. on. the .-

clectrical service size and lucation. If 480V power is supplied; Lessor to provide slep ~ -

down transformer to Lessee requirements above.

IF combined service meter canmot be provided then Lessor shaﬂpmwdewnm .
verification from Power Utility suppHer stating multiple meters areallowed for use by the

facility for the duration of the Iease term

Lessor will allow Lessee to have installed, at Lessee cost, Transfer Switch for temporary.

generstor hook-up, OF permanent gencrator.

18.0 . Gas Service : o SRR
Existing Natural ges service at & minimum to have a 6 water coltimn pregsure.and bs

19,0 - Mechanical /Heating Ventilation Alr Conditiontig *

able to supply 800,000-BTU’s. Natural gas line shall be individually meterad and sized
per demand. R

Lessar to pravide & detailed report frem a HVAC company oft gll existmg HVAC ﬁn‘i_l'q ‘_
i.e. age, CFM's, cooling capacity, service records etc for review by Lassee. - HVAC .

Units, componeiits and equiproent that Lessec inteads to youse ghall bé left in place ‘as ia’:
by Lassor, Lessor shall allow Lessee, at Lesses's discretion Lo remiove, relocate, réplace

or modify existing unii(s) a5 needed to meet HVAC code requirenents and design layout -

reqairements.

If detormined by Lessee that the units need to be replaced‘and ar. addbtionel uBits afe.
needed, Lessor will bs responsible for the cost of the replacement/additional HVAC
units, Lessee will conaplete the all work with the replasement/additional HVAC Units. -

Units replaced or added will meet the design requiterents a3 stazed below.

The criteels i as follows: Bquipmant to be Carrier or Trsae. Equiprent will be e sbd

come with a foll warcanty on pexts (roinimum of Syrs) including labor. Supply air shall

be provided to the Premises sufficient for cooling at the rate of 325 square feet perton 1o

moet Lesses'’s demands for dialysis facility, Doctwork shall bé extended ' imto the

space for supply and return air, System tobe & ducted return gir design. All ductwork to -

externally lined accept for the drops from the units. Work: w-include, but not Limited to,

the purchase of the units, instellation, roof framing, mechanical curbs, flashings, gas & "

elecirical hoak-up, thermostats end start-up. Asticipate minimum ap to- five (3) zonés

with programmable thermostat, Lessec’s engineer shall have the final epproval on the -
sizes, tonnages, zoning, location end number of HVAC units based on design criteria and -

Jocal and state codes. Davita to determine the Lonnags of each anit ¢

20.0 - Telephone .
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If in & muid tenant building Lessor to provide. a 1" conduit from Building Demark
location to phone room location in Lesses space. ‘ . .

20,0 Cahle or Satellite TV c B ‘
Lessor to have Cable TV extend to Lessee space if available. Lessor will also allow for.a.
satellits dish on the roof regardless if cable is present or not st Lessee’s coss.  Lessor
will need to grant right of access to cable company for new sexvice, . © . E

22.0 - Aandicap Accessibifity * R
Full compliance with ADA and ali local jutisdictions’ handicap requirements. Lessof
ghall comply with all ADA regulations affecting the Building dnd -entrance 6 Legee
space including, but not limited to, the elevator, exterior and interior'doors, conctete Gurh .. .
cuts, ramps and walk approaches to/ from the parking lot, parking lot priping for four () -
dedicated handicap stalls for 4 vmit up to 20 station clinic and gix (6) HC sta)ls for gmits .~
over 2D stations inclusive of pavement markings and stall “signs, with ciirret- Jocal -
provisions for bandicap parking stalls, delivery areas ahd walkways. © | © L.

Lessar shall provids pavement marking; cuch ramp and accessible path of teavel for a
dedicated delivery access in the rear of the building. The delivery ‘access shall ik the g
path from (ke drivewsy paving to the designated Lessce delivery doot and also link tothe -
accessible path of travel. : e o

230 - Generator : o : -
Lessor to ellow & generator to be installed on site if required by code or Lessee chooses 1o
provide one. . - Lt
Landiord will provide genexator

240 ~ Fxisting Site Lighting _ P o
Lessar to provide adequats lighting per code end to illuminate all pariing, pathways, for
pew and exinting building aocess ponts. Parking Joi lighting to'be an 2 tifner (ang be
programmed pot Lestes busincss biours of operation) or photocel!. Parking:Jot lightirig
shall be connected to and powered by Lessor house panel and equipped.  IF ‘new lighting
is provided it will need to be code compliant With an §0 misute batery back up ai-all
access points, : o .

25.0 - Bxterior Bullding Lighting

coryle enirancefexits with roluted sidewalks, Lighting’ shall b5 cofinected, to and.
powered by Lessor house pancl and equipped with a code conp ight 90 mimits battery.
back up at all access poials. S B o

26.0 - Parking Lot N
Provide edequats amonnt of ADA curb cats, handicap and standard parking stalls in
socordance with diglysis use and overall building uses, Stalls to receive siriping, 1t 10
receive traffic directlonal arows and concrete parking bumpers. Buimpers to be anchored
in place onto the asphalt per stall layout, LL will supply parking plen” . . .

1.0 - Retuse Enclosure * L e
T exn area i not designated, lessor to provids Refuse area for Lessee dumpsters. Lessot -
0 provide a minimurn 6" thick reinforced concrete fad. approx 100 to150ST based end
an § X 12 apron way to gccommadate dumpster and vebicle weight. Enclosure to be - .
provided as reqaired by local codes, ' ) o T
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28.0 - Signage ‘ e
Lessor to allow formdh:mhaatedfagademounmd sign nnd nghmloarldsxgmgew

existing Pylon/manument sign. Final sign layout to be approved by Lesseg and the City
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Insert/deleic the following sections for Californla and other sdectbtnteswhh 11.2 .
requireynents For Projects ta nbove MBBI: R

Insert in Section 1.0 after 2** paragraph - R . -
For California and other sises/jurisdictions requiring [ 1.2 stasdards:. Building to comply™ -
with Bl state and/or locel fire department requireimedts in rogards with an OCCUPARCY
criteria for I - 1.2 building rating In regard to set-backs, life sefety systems, emtergancy. -
egress or other applicable requirements edhering to occupancy standerds.) L

Lessor shall allow Lessce, at Lessée's discretion and cost, o éomstroct fire rated .-
asserubliss to the existing stmcture and framing as needed mad required to ensure fire -
protection for I occupancies and if needed, B occupances. Lessar shiall also allow Lessee - -
to install roof mounted vents to ensufe concealed space ventilation as required'by code. -

Delete 1 paragraph in Section 5.0 and Insert the below paragraph - A
Existing Poundations and Slsh on Grade in Lessee spaco must be free of crecks and
settlement isswes. Any cracks end settlement issues evident aranytimepder .
commencement of tenant improvement work shall be subject to jnspection and . .
coafirmation by a Californie Licensed Structural Engineer stating that such cracks.and/- :
or settlement jgsues are within Lirmits of the structural integrity and performance oL
anticipated for this concrete and reinforcement design for the term of the Jease. Lessor .:
will be responsible for all fees and cost associated with structuiral inspection confirmation.
letter and shall provide the letter to Lessee, Lessee’s architect and Legsee’s Structural -
Engineer for review end approval. Concrete floor shall be leve} and fres fror differential
settlornent beyond the industry standard Lmits of /8" inch per 1070 spain any, .
divection, Defective areas of the concrets slab excoeding this limitation shall be removed -

Insert in Seetion 6.0 afier 2* paragraph : R
Lessor shall ensure that the stroctural system is code compliant foe the change in use to
an ] occupancy medical dialysis feciliry, Lessor shat! be respamsible for the fees, design,
cost and construction of any structural upgeede requirement to bring the buldmguptc -
code related ¢o the change in use. o R

Lessor shall supply Lessse structual engineering drawings, hstlled truss ‘shop -
drawings, calculations and specifications for the manufactired roof triases for review. . -
and analysis by Lessee’s Structural Engineer to ensore adequate ‘stractossl-integrity to

support Y occupancy fire protection asseinbly and AVAC load requirements.

Lessor shall allow Lessce, al Lessee’s discretion and cost, to construct s't‘:ucpn-él‘ |
reinforcement to the existlng structure 23 needed to support I c_-ccupmji:iea_'mq_ﬁirenwms, T

Insert In Section 8.0 afer 2* parograph . _ Yoo e T
Lessor shail ellow Lessee to install roof top equipment screeas in order Lo conceal HVAC
units and equipment as needad to meet GAHY conditions, Roof screens-ghall be at least
6'(7" high off the roof surface ot as needed to meet conditions. o

Delete 1 paragraph in Section 9.0 and insert the below paragraph .~ . " :
Lessor shall allow Lesee to design and construct a canopy structors and passengér drop -
off aisle. The canopy structure shall exeend from the entry door out to, end over tht
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passenger drop off aisle adjacent to the parking lot ared. The canopy and passedger drop,
off design shall be as required to comply with accessible code. Lessor: shall seview and
approve canopy design end passenger drop off sisle. The paspenger drop off aisle may
result in & minimat reduction of parking stalls. L ST
|
Delete paragraph 4 in Section 15.0 and insert the below paragraph = P
IF the Sanitary line is not 4™ Lessor will have installed a new line to a locatiod per Lesses
glans 1o meet OSHFD and I occupsncy code requirements and Minimoni 42 invert
level to support tbe drainage requirements for a dialysis facility. All:cost ssicidted with'

line, tap, meter and impact fees will be Lessar's responsibility : o

Delcte 1 paragraph in Section 19.0 and insert the below paragraph - . 5 Vel
Lessor 1o provide & detsiled report from & HVAC sany on all exising BVAC duits
ic. age, CEM's, cooling capacity, service teconds etc for review by Lesszé, "HVAC
‘Units, cotmponents and equipment that Lessee intends to reuse shall b left in’plach ‘s is’,
by Lessor. Lassor shall allow Lessee, at Lessee’s discretion to remove, relodate, replack -
or modify existing unit(s) as needed to mest I occupancy HVAC code requirentents end
design leyout requirements, o T

Delete 1" paragraph In Section 22.0 and insert the below paragraph Lo
Fuil complience with ADA and all focal jurisdictions’ handicap requiréments, ‘Lessor -
shall comply with all ADA regulations affecting the Building and entranceto Lessee
space including, but not limited to, the elevatar, exterior and interior doors, pith of travel, -
from building entrance to the public tight of way, concrote curb cuts, ramps and walk
approaches to / from the parking Jot, parking lot siriging for dedicated bandicap stalls end -
aceessible paddng stalls mesting of exceeding 10% minimurn of all typical parking stalls
required o mest I ocoupancy medical accessible code standasds. . The - dedicated.
accessible stalls shall be inclusive of pavernent markings and stalk signs with cumrent tocal -
provisions for handicap parking stalls, delivery preas and walkways. <~ % .

- . . _

Delete 1" paragreph In Section 27.0 and insert the below paragraph - . ¥ P

Lessor to provide A minimum 6" thick reinforced concréte ped.end epron way 0 -

accommodate durmpster vehicle weight. Baclosure shall be equipped fo accommddate a 4

yard bin for the exclosive use of Lessee and shall be in compliatce with design criterii

with servicing refuse agency and tocal codes. Eaclesure shall hove a minimum inside,
area of 100 sf. and sccommodate recycling as required by local muinicipal‘regulations.. -

Enclosare shall have & mininmm 1508F for medica) waste, ‘The design-of the medical.

wasto enclosure must meet local health code requirerncots, Medical Waste enclosure must:

be approved by lesses prior to obtaining planning departrient approvals. "




Section IX, Financial Feasibility
Criterion 1120.130 — Financial Viability Waiver

‘ All project capital expenses, including the lease with Agracel, Inc., shall be funded through internal
| resources. A copy of DaVita's 2009 10-K Statement evidencing sufficient internal resources to fund the
‘ project is attached at Attachment — 39.

Attachment — 40
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Section X, Economic Feasibility Review Criteria
Criterion 1120.140(a), Reasonableness of Financing Arrangements

Attached at Attachment 42-A is a letter from Kent J. Thiry, Chief Executive Officer of DaVita, Inc. and
DVA Renal Healthcare, Inc. attesting that the total estimated project costs and related costs will be
funded in total with cash and cash equivalents,

Attachment - 42A
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% Casa Nueva
1551 Wewatta Street
Da 1ta e, O RIS
® Tel: 303-405-2100

www.davita.com

December 17, 2010

Dale Galassie

Chair

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Illinois 62761

Re: Reasonableness of Financing Arrangements

Dear Chairman Galassie:

I hereby certify under penalty of perjury as provided in § 1-109 of the Illinois Code of
Civil Procedure, 735 ILCS 5/1-109 and pursuant to 77 Ill. Admin. Code § 1120.140(a} that the
{otal estimated project costs and related costs will be funded in total with cash and cash
equivalents, including investment securities, unrestricted funds, received pledge receipts and
funded depreciation.

Sincerely,

Kent J. Téy

Chief Executive Officer
DaVita, Inc.
DVA Renal Healthcare, Inc.

Subscribed and sworn to me
This ljﬁ‘day of | Premben 2010

~ g & Wsthu

Notary P@ v

f™TOFFICIAL SEAL"
* mj‘yTg{‘a)liL- gnlaol“g litinois ‘
; wcognmhm'ewis 6/11/2013




Section X, Economic Feasibility Review Criteria
Criterion 1120.140(b), Conditions of Debt Fihancing

This project will be funded in total with cash and cash equivalents. Accordingly, this criterion is not
applicable.

Attachment — 42B
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Section X, Economic Feasibility Review Criteria
Criterion 1120.310(d), Projected Operating Costs

Operating Expenses: $2,077,449
Treatments: 12,012

Operating Expense per Treatment: $172.95

Attachment — 42D
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Section X, Economic Feasibility Review Criteria
Criterion 1120.310(e), Total Effect of Project on Capital Costs

Capital Costs: $175,383
| Treatments: 12,012

Capital Costs per Treatment:  $14.60

Attachment — 42E
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’ Section XI, Safety Net Impact Statement

1. The Applicants are a safety net provider of dialysis services to residents of the State of lllinois. The
Applicants provide dialysis services prescribed by a qualified lllinois physician to any member of the
community suffering from ESRD. The Applicants accept and dialyze patients with renal failure
| requiring a regular course of dialysis without regard to race, color, national origin, gender, sexual
‘ orientation, age, religion or disability. Additionally, the Applicants provide services 1o persons with
barriers to mainstream healthcare due to lack of insurance, inability to pay, or geographic isolation. In
fact, during the most recent three fiscal years prior to submission of this application, approximately
7% of the Applicants' patients were Medicaid beneficiaries or charity care recipients.

A table summarizing the amount of charity and Medicaid care provided by all dialysis facilities in the
State of lllinois owned or operated by DaVita during the most recent three fiscal years is provided

below.
Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patients) 2007 2008 2009
Inpatient
Outpatient 8 10 19
Total 8 10 19
Charity {cost In dollars)
Inpatient
Qutpatient $244,745 $321,510 $597.263
| Total $244,745 $321,510 $697,263
MEDICAID
Medicaid (# of patients) 2007 2008 2009
Inpatient
Qutpatient 204 214 220
Total 204 214 220
Madicaid {revenue)
inpatient
Quipatient $8,929,985 $9,073.985 $9,212,781
Total $8,929,985 $9,073,985 $9,212,781

2. The proposed project will not impact the ability of other health care providers or health care systems

1132422

to cross-subsidize safety net services. As set forth throughout this application, the Applicants
propose 1o relocate its existing facility located at 200 Richmond Avenue E, Mattoon, lliinois to 6051
Development Drive, Charleston, lllinois. Mattoon Dialysis is the only dialysis facility located within 30
minutes normal travel time of Mattoon. Accordingly, the proposed dialysis facility will not impact other
providers' ability to cross-subsidize safety net services.

The proposed project is for the relocation of a 16-station dialysis facifity. There will be no
discontinuation of any services. Accordingly, this criterion is not applicable.

Attachment - 43




Section Xll, Charity Care Information

The table below provides charity care information for all dialysis facilities located in the State of Illinois
that are owned or operated by the Applicants.

CHARITY CARE
2007 2008 2009
Net Patient Revenue $163,965,043 $157,223,604 $166,573,387
Amount of Charity Care (charges) $250,518 $297,508 $575.803
Cost of Charity Care $244,745 $321,510 $597,263

Attachment — 44
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

After paginating the entire, completed application, indicate in the chart betow, the page numbers for the
attachments included as part of the project's application for permit:

INDEX OF ATTACHMENTS
ATTACHMENT
NO. PAGES
1 | Applicant/Coapplicant Identification including Certificate of Good 23.25
‘ Standing
2 | Site Ownership 26-44
3 | Persons with 5 percent or greater interest in the licensee must be 45-46
| identified with the % of ownership. .
4 | Organizational Relationships (Organizational Chart) Cenrtificate of 47-48
Good Standing Etc.
’ 5 | Flood Plain Requirements 49-51
6 | Historic Preservation Act Requirements 52-53
| 7 | Project and Sources of Funds ltemization 54
‘ 8 | Obligation Document if required N/A
g | Cost Space Requirements 55
10 | Discontinuation 56-65
11 | Background of the Applicant 66-79
12 | Purpose of the Project 80-87
13 | Alternatives to the Project 88-89
14 | Size of the Project 90
15 | Project Service Utilization 91-96
16 | Unfinished or Shell Space 97
17 | Assurances for Unfinished/Shell Space a8
18 | Master Design Project NIA
19 | Mergers, Consclidations and Acquisitions N/A

Service Specific:

20 | Medical Surgical Pediatrics, Obstetrics, ICU
21 | Comprehensive Physical Rehabilitation

22 | Acute Mental lilness

23 | Neonatal Intensive Care

24 | Qpen Heart Surgery

25 | Cardiac Catheterization

26 | In-Center Hemodialysis 99-122
27 | Non-Hospital Based Ambulatory Surgery

28 | General Long Term Care

20 | Specialized Long Term Care

30 | Selected Organ Transplantation

31 | Kidney Transplantation

32 | Subacute Care Hospital Model

23 | Post Surgical Recovery Care Center

: 34 [ Children's Community-Based Health Care Center

35 | Community-Based Residential Rehabilitation Center

36 | Long Term Acute Care Hospital

37 | Clinical Service Areas Other than Categories of Service
’ 38 | Freestanding Emergency Center Medical Services

Financial and Economic Feasibility.

39 | Availability of Funds 123-281
‘ 40 | Financial Waiver 282

41 | Financial Viabilily

42 1 Economic Feasibility 283-287

43 | Safety Net Impact Statement 268

44 | Charity Care Information 289
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