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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT

EIVED

SECTION |. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATIg\I

. . 7

This Section must be completed for all projects. JAN 0 7 201
- . . . HEALT

Facility/Project Identification sFR\ncEg gg&'ﬁ%

Facility Name: Crest Hill Dialysis o

Street Address: 20660 Caton Farm Road

City and Zip Code: Crest Hill, IL 60403

County: Will Health Service Area: 9 Health Planning Area: 9

Applicant /Co-Applicant Identification

{Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name; DaVita, Inc.

Address: 601 Hawaii Street, El Segundo, California 80245

Name of Registered Agent: lllinois Corporation Service Company

Name of Chief Executive Officer: Kent Thiry

CEO Address: 601 Hawaii Street, El Segundo, California 90245

Telephone Number: (310) 792-2600 Ext. 2100

Type of Ownership of Applicant/Co-Applicant

1 Non-profit Corporation 1 Partnership

4] For-profit Corporation ] Governmental

O Limited Liability Company O Sole Proprietorship ] 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 DOGUMENTATION AS ATTACHMENT-1 IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Primary Contact

[Person to receive all correspondence or inquiries during the review period]
Nameg: 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@polsinelli.com
Fax Number; 312-873-2939

Additional Contact
[Person who is also authorized to discuss the application for permit]
Name: Matthew Forsythe

Title: Regional Operations Director, Region 2

Company Name: DaVita, Inc.

Address: 8109 South Western Avenue, Chicago, lllinois 60620

Telephone Number: 773-238-5200
E-mail Address: matthew forsythe@davita.com
Fax Number: 866-770-4830

112894.4
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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 1. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION

This Section must be completed for all projects.

Facility/Project ldentification

Facility Name: Crest Hill Dialysis

Street Address: 20660 Caton Farm Road

City and Zip Code: Crest Hill, L. 60403

County: Will Health Service Area: 9 Health Planning Area: 9

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

Exact Legal Name: Joliet Dialysis, LLC

Address: 601 Hawaii Street, El Segundo, California 90245

Name of Registered Agent: lllinois Corporation Service Company

Name of Chief Executive Officer: Kent Thiry

CEQ Address: 601 Hawaii Street, El Segundo, California 80245

Telephone Number: {310) 792-2600 Ext. 2100

Type of Ownership of Applicant/Co-Applicant

O Non-profit Corporation O Partnership
O For-profit Corporation O Governmental
24 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 DOCUMENTAT!ON AS ATTACHMENT 1IN NUMERIC SEQUEN J
“APPLICATION FORM. - By i

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, Illinois 60601

Telephone Number: 312-873-3639

E-mail Address: kfriedman@polsinelli.com

Fax Number: 312-873-29339

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

Name: Matthew Forsythe

Title: Regional Operations Director, Region 2

Company Name: DaVita, Inc.

Address: 8109 South Western Avenue, Chicago, lllincis 60620

Telephone Number: 773-238-5200

E-mail Address: matthew forsythe@davita.com

Fax Number: 866-770-4830

112894 4




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 JLCS 3960

Name: Matthew Forsythe

Title: Regional Operations Director, Region 2

Company Name: DaVita, Inc.

Address: 8109 South Western Avenue, Chicago, lllinois 60620

Telephone Number: 773-238-5200

E-mail Address: matthew forsythe@davita.com

Fax Number: 866-770-4830

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner: Cebulski Caton Crossing, LLC

Address of Site Owner: 132 Harvest Crossing, Orland Park, IL 60467

Street Address or Legal Description of Site: 20660 Caton Farm Road, Crest Hifl, IL 60403, Units C-G
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

attestlng to ownership, an option to Iease, a letter of intent to lease or a Iease

APPEND DOCUMENTATION AS ATTACHMENT-2, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM, ) "

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

Exact Legal Name: Joliet Dialysis, LLC

Address: 601 Hawaii Street, El Segundo, California 90245

dJ Non-profit Corporation O Partnership
4 For-profit Corporation O Governmental
= 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.

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

APPEND DOCUMENTATION AS ATTACHMENT-3, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. -

Organizational Relationships

Provide (for each co-applicant) an organizational chart containing the name and relationship 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. e .

112894.4
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Flood Plain Requirements
[Refer to application instructions.]

Provide documentation that the project 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.gqov 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

requirements of lllinois Executive Order #2005-5 {http:/iwww.hfsrb.illinois.qov).

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-5, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. ' .

DESCRIPTION OF PROJECT

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

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

[ Category A Project
0  Non-substantive [ Category B Project

(] DHS or DVA Project

112894 .4
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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. Ifthe 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 Joliet Dialysis, LLC (the “Applicants”) seek authority from the lllinois Health
Facilities and Services Review Board (the “State Board”) to establish a 12-station in-center
hemodialysis facility to be located at 20660 Caton Farm Road, Crest Hill, lliincis 60403 (the
“Project”). The proposed Project will be housed within an existing building and will consist of
6,210 gross square feet.

The Project is considered substantive, category B because it involves the establishment of a
new health care facility.

1128544




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 Caonstruction Contracts

Maodernization Contracts

705,840

705,840

Contingencies

70,584

70,584

Architectural/Engineering Fees

53,000

53,000

Consulting and Other Fees

77,000

77,000

Movable or Other Equipment (not in construction
contracts)

466,527

466,527

Bond Issuance Expense (project related)

Net Interest Expense During Construction {project
related)

Fair Market Value of Leased Space or Equipment

611,228

611,228

Other Costs To Be Capitalized

Acquisition of Building or Other Property (excluding
land)

TOTAL USES OF FUNDS

1,984,179

1,984,179

SOURCE OF FUNDS

CLINICAL

NONCLINICAL

TOTAL

Cash and Securties

Pledges

Gifts and Bequests

Bond Issues (project related)

Mortgages

Leases (fair market value)

611,228

611,228

Governmental Appropriations

Grants

Other Funds and Sources (Bank Loan)

1,372,951

1,372,951

1,984,179

TOTAL SOURCES OF FUNDS

1,984,179

R AFTER

112894.4
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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 $ _310,875

Project Status and Completion Schedules

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

Anticipated project completion date {refer to Part 1130.140). 12/31/2012

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.
[] Project obligation is contingent upon permit issuance. Provide a copy of the
contingent “certification of obligation” document, highlighting any language related to
CON Contingencies

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

State Agency Submittals

Are the following submittals up to date as applicable:
[[] Cancer Registry
[ ] APORS
Ali formal document requests such as IDPH Questionnaires and Annual Bed Reports been
submitted
B Al reports regarding outstanding permits
Failure to be up to date with these requirements will result in the application for permit being
deemed incomplete.

112894 4




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.

Gross Square Feet Amount of Propose_:_ihz?t'zl. Gross Square Feet

New Modernized Asls Vacated

Dept./ Area Cost Existing | Proposed Const. Space

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.

112894.4
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APPLICATION FOR PERMIT- May 2010 Edition

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

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
Any bed capacity discrepancy from the Inventory will result in the
application being deemed incomplete.

totals for each bed service.

FACILITY NAME: CITY:

REPORTING PERIOD DATES: From: to:

Category of Service Authorized Admissions | Patient Days | Bed Proposed

Beds Changes Beds

! Medical/Surgical
| Obstetrics
‘ Pediatrics

Iintensive Care

Comprehensive Physical

Rehabilitation

Acute/Chronic Mental liiness

Neonatal intensive Care

General Long Term Care

Specialized Long Term Care

Long Term Acute Care

Other ({identify)

TOTALS:

112894.4
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CERTIFICATION i

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

o in the case of a corporation, any two of its officers or members of its Board of Directors,

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

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

o in the 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 __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 will be paid upon request.

SIGNATURE

Ut H
J

Kent Thiry
PRINTED NAME

Chief Executive Officer
PRINTED TITLE

Notarization:
Subscribed and sworn to before me

i
Signature of Notary :
PN

T
Seal “i )

*Insert EXACT legal name of the applicant

e

SIGN RE

Dennis T€e Kogod
PRINTED NAME

Chief Operating Officer

PRINTED TITLE

Notarization:
Subscribed and sworn to before me
this 4+~ - day of

7z

Signature of Notary

Seal

117167.1




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

more general partners do not exist);

o in the 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 _Joliet Dialysis, LLC

x

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.

/ot A

" J /
SIGNATURE J

Kent Thiry
PRINTED NAME

Chicl Crecetrive OFG ey

PRINTED TITLE

e,

av .
(3 *e

Notarization:
Subscrijed and swg
this day of

C- i ,4',
Signature of Notary

.........
Seal

*Insert EXACT legal name of the applicant

SIGNA

Dennis Kogo

PRINTED NAME
(Cheet Opvating OFficea

PRINTED TITLE

Notarization:

Signa‘fl'.lre of Notary

Seal




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

SECTION Ill - 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 Alternatives

READ THE REVIEW CRITERION and provide the following required information:

BACKGROUND OF APPLICANT

1. A listing 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 andfor operated by the applicant
during the three years prior to 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
certification 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 fulfifl the information requirements of
this criterion. In such instances, the applicant shall atlest the information has been previously provided, cite
the project number of the prior application, and certify that no changes have occurred regarding the
information that has been previously provided. The applicant is able to submit amendments to previously
submitted information, as needed, to update and/er 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 well-being of the
market area population to be served.

2. Define the planning area or market area, or cther, 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.

APPEND DOCUMENTATION AS ATI'ACHMENT-12 iN NUMERIC SEQUENTIAL ORDER AFTER THE LAST#
PAGE OF THE APPLICATION FORM EACH ITEM (1-6) MUST BE IDENTIFIED 1N ATTACHMENT 12

112894 4
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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 include:

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
altemative settings to meet all or a portion of the project's intended purposes;

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

comparison shall address issues of total costs, patient access, guality 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.

3) The applicant shall provide empirical evidence, including quantified outcome data 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.

112854.4
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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 proposed 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,

¢. 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 DOCUMENTATION As ATTACHMENT-14, IN NUMERIC SEQUENTIAL o 'PAGE OF THE

APPLICATION FORM.

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 occupancy targets in 77 Ill. 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 | STAIE MET
SERVICE | UTILIZATION | UTILIZATION | STANDARD | STANDARD?
(PATIENT DAYS)
(TREATMENTS}
ETC.
YEAR 1
YEAR 2

APPEND DOCUMENTATION AS ATTACHMENT-5, IN NUMERIC SEQUEN'
APPLICATION FORM. 3 ,

112894.4




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 DOCUMENTATION AS ATTACHMENT—16‘ IN NUMERIC SEQUENTIAL ORDER

. ER THE LAST PAGE OF THE
'APPLICATION FORM, :

ASSURANCES:
Submit the following:

1. Verification that the applicant will submit to HFSRB a CON application to develop and utilize the
shell space, regardless 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 shell space will be completed and placed into operation.

;:APPEND DOCUMENTATION AS ATTACHMENT-17, IN NUMERIC SEQUENTIAL ORDERP FTER THE LAST PAGE OF THE
.VAPPLICATION FORM. ‘ . :

112894.4
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ILLINQIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- May 2010 Edition

Criterion 1110.1430 - In-Center Hemodialysis

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

2, Indicate station capacity changes by Service: Indicate # of stations changed by
action(s):

# Existing # Proposed
Category of Service Stations Stations

d In-Center Hemodialysis

3 READ the applicable review criteria outlined below and submit the required
documaentation for the criteria:
APPLICABLE REVIEW CRITERIA Establish | Expand | Modernize
1110.1430(b)(1) - Planning Area Need - 77 Ill. 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
Expansicn of Existing Category of Service
1110.1430({b)(5) - Planning Area Need - Service Accessibility X
1110.1430(c)(1) - Unnecessary Duplication of Services X
1110.1430(c)(2} - Maldistribution X
1110.1430(c)(3) - mpact 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(fy -  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, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM.

Projects for relocation of a facility from one location in a planning area to another in the
same planning 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”.

Page 16
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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):

e Section 1120.120 Availability of Funds — Review Criterla
+ Section 1120.130 Financial Viability — Review Criteria
« Section 1120.140 Economic Feasibility - Review Criteria, subsection (a)

VIIL - 1120.120 - Availability of Funds

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

a) 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 eamed on depreciation account funds or to be eamed on any
asset from the date of applicant's submission through project completion;

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

c) Gifts and Bequests - verification of the dolfar amount, identification of any conditions of use, and
the estimated time table of receipts;
d}) Debt - a statement of the estimated terms and conditions {(including the debt time period, variable
1,934.17 or permanent 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, including:

1) For general cbligation bonds, proof of passage of the required referendum or
evidence that the govemmental 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 lender 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, eic.;

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

5) For any option to iease, a copy of the option, incuding all terms and conditions.

e) Governmental Appropriations — a copy of the appropriation Act or ordinance accompanied by a
statement of funding availability from an official of the governmental unit. If funds are to be made
available from subsequent fiscal years, a copy of a resolution or other action of the governmental
unit attesting to this intent;

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

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

$1,984,179 TOTAL FUNDS AVAILABLE

:APPEND DOCUMENTATION AS ATTACHMENT-SS. IN NUMERIC SEQUENTIAL
APPLICATION FORM. .

ORDER AFTER,THE LAST PAGE OF THE =
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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.

Financjal Viability Waiver

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

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

2. The applicant’s current debt financing or projected debt financing is insured or anticlpated 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.

The applicant or co-applicant that is responsible for funding or guaranteeing funding of the project shall provide
viability 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 hospilals, the system’s viability ratios shali be evaluated for conformance with the
applicable hospital standards.

Provide Data for Projects Classified Category A or Category B (last three years} Category B
as: (Projected)
Enter Historical and/or Projected 2014
Years:
Current Ratio 0.93
Net Margin Percentage 17.9%
Percent Debt to Total Capitalization 47.0%
Projected Debt Service Coverage 175.8%
Days Cash on Hand 63.7
Cushion Ratio 4.7

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.

Joliet Dialysis, LLC dba Crest Hill Dialyiss was formed for the purpose of developing the dialysis facility
that is proposed in this application. It is currently a shell company and has no operating history or
historical results to report.

112894 .4
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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 arrangements 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

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

A) A portion or al! 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)

2)

3)

That the selected form of debt financing for the project will be at the lowest net cost
available;

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 morigage,
access to additional indebtedness, term {years), financing costs and other factors;

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. Identify 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 Sq. Ft. Gross 5q. Ft. Const. $ Mod. $ Cost
New Mod. New Circ.” | Mod. Circ.* (AxC) (B xE) (G+H)

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

1128%4.4
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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 twa 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 dollars 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., >

XL Safety Net Impact Statement

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

1. The project's matenal impact, if any, on essential safety net services in the community, o 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-hospital applicants shall report charity care, at cost, in accordance with an appropriate
melhodology specified 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-
hospita! applicants shall provide Medicaid information in a manner consistent with the information reported each year to the |llinois
Department of Public Health regarding "Inpatients and Outpatients Served by Payer Source™ and "Inpatient and Qutpatient 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.

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

1128%4.4
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Medicaid (revenue)

APPLICATION FORM. .

Inpatient
Qutpatient
Total
APPEND DOCUMENTATION AS ATTACHMENT-43, IN NUMERIC SEQUE RDER AFTER THE LAST PAGE OF THE -~

i

X, 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 Illinois. If
charity care costs are reported on a consolidated basis, the applicant shall provide documentation as to the cost of chanty
care; the ratio 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 faciiity, it shall submit the facility's projected patient mix by payer source, anlicipated
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

eh

| APPEND DOCUMENTATION AS ATTACHMENT-44, IN NUMERIC SEQUENTIAL ORDER
APPLICATIONFORM., = = - : "

FTER THE LAST PAGE OF THE
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Section |, Identification, General Information, and Certification
Applicants

Certificates of Good Standing for DaVita, Inc. and Joliet Dialysis, LLC are attached at Attachment - 1. As
the person with final control over the operator, 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
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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, AS OF THE THIRTIETH DAY OF NOVEMBER, A.D.
2010.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "DAVITA INC."
WAS INCORPCORATED ON THE FOURTH DAY OF APRIL, A.D. 1994.

AND I DO HEREBY FURTHER CERTIFY THAT THE FRANCHISE TAXES
HAVE BEEN PAID TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL REFPORTS HAVE

BEEN FILED TO DATE.

Jefirey W. Bullock, Secretary of State T
AUTHENTYCATION: 8386715

DATE: 11-30-10

2391269 8300

101133217

You may verify this certificate online
at corp.delaware.gov/authver. sh

Attachment — 1A




File Number 0233009-1

To all to whom these Presents Shall Come, Greeting:

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

. JOLIET DIALYSIS, LLC, A DELAWARE LIMITED LIABILITY COMPANY HAVING
OBTAINED ADMISSION TO TRANSACT BUSINESS IN ILLINOIS ON SEPTEMBER 07, 2007,
APPEARS TO HAVE COMPLIED WITH ALL PROVISIONS OF THE LIMITED LIABILITY
COMPANY ACT OF THIS STATE, AND AS OF THIS DATE IS IN GOOD STANDING AS A

FOREIGN LIMITED LIABILITY COMPANY ADMITTED 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 17TH

day of DECEMBER AD. 2010

Authentication # 1035101436 M

Authenticate al: hitp://iwww.cyberdriveillinois.com

SECRETARY OF STATE

Attachment — 1B
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Delaware .. .

The First State

I, HARRIET SMITH WIﬁDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY "JOLIET DIALYSIS, LLC" IS DULY
FORMED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD
STANDING AND HAS A LEGAL EXISTENCE SO FAR AS THE RECORDS OF THIS
OFFICE SHOW, AS OF THE SEVENTH DAY OF SEPTEMBER, A.D. 2007.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL TAXES HAVE E

NOT BEEN ASSESSED TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID “"JOLIET
DIALYSIS, LLCY WAS FORMED ON THE SIXTH DAY OF SEPTEMBER, A.D.

|
|
2007.

2 - Z . % -
Harrlet Smith Windsor, Secretary of State
AUTHENTICATION: 5981884

4419356 8300

070993579 DATE: 08-07-07 .

Attachment — 1B




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

The letter of intent between Cebuiski Caton Crossing, LLC and Joliet Dialysis, LLC to lease the facility

located at 20660 Caton Farm Road, Crest Hill, llinois 60403 is attached at Attachment — 2.

112907.5
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USI REAL ESTATE BROKERAGE SERVICES INC.

A UST CoMPANY
2215 YORK RD, Surre 110 TELEFHONE: 630-990-3658
OAXBROOK, 11, 60523 FACSMILE: 630-990-2300

October 26, 2010

Cindy Maka

Cebulski Caton Crossing, LLC
Home Office# 708-499-4992
Cell Phone# 708-217-7092
Fax# 708-499-9410

cindymaka(@yahoo.com

RE: Final Agree to Terms 20660 Caton Farm Rd, Crest Hill, IL

Dear Cindy:

USI Real Estate Brokerage Services Inc., has been exclusively authorized by Total Renal Care, Inc — a subsidiary of

DaVita Inc. to secure proposals and assist them in negotiations regarding the acquisition of leased space. DaVita Inc. is a
Fortune 1000 company with approximately 1,200 locations across the country and revenues in excess of $1.5 billion.

LOCATION: 20660 Caton Farm Road, Crest Hill, IL 60403, Units C-G (side of building
nearest to Caton Farm Rd)

TENANT: “Total Renal Care, Inc. or related entity to be named”

LANDLORD: _ Cebulski Caton Crossing, LLC

INITIAL SPACE

REQUIREMENTS: Rentable: Contiguous Units C thru G constitute approximately 6210 sq. ft. as

measured by survey from exterior wall to exterior wall and including haif the
wall thickness between Units B and C. Useable: To be determined. Rentable
square footage may be increased or decreased by approximately 1% by moving
the partition wall between Units B and C.

PRIMARY TERM: Fifteen (15) years
POSSESSION AND
COMMENCEMENT: Tenant shall take possession of the premises upon the later of completion of

Landlords required work (if any) or mutual lease execution. In any event, the
rent and term shall commence the earlier of seven (7) months from possession or

until:

a. Leasehold Improvements within the Premises have been completed in
accordance with the final construction documents (except for nominal
punch list items); and

b. A Certificate of Occupancy for the Premises has been obtained from the
Crest Hill; and

c. Tenant has obtained all necessary licenses and permits.

FAILURE TO DELIVER

Attachment — 2




PREMISES:

LEASE FORM:

USE:

BASE BUILDING:

TENANT IMPROVEMENTS:

OPTION TO RENEW:

RIGHT OF FIRST REFUSAL ON

ADJACENT SPACE:

RENTAL RATE:

HOLDING OVER:

PARKING:

1f Landlord has not delivered the premises to Tenant with all base building items
substantially completed by ninety (90} days from lease execution, Tenant may
elect to terminate the lease by written notice to Landlord.

The Tenant shall provide its standard lease form. Any lease terms in the standard
lease form, which are not covered by this proposal, to be negotiated prior to lease

signing.

The use is for a Dialysis Clinic, related medical, office and distribution of
pharmaceuticals. Building is zoned B-3 “Business Service District”. Medical,
office, and distribution of pharmaceuticals are permitted uses under B-3.

The following items must be delivered by the Landlord to the premises as part of
the base building:
1 A 2”dedicated water meter and line
2" A 47 sewer line to a municipal sewer system
3 Minimum 400 to 800, 120/208 volt 3 phase, 4 wire electrical service
4  Gas service, at a minimum, will be rated to have 6 of water column
pressure and supply 800,000-BTU’s
5 HVAC rooftop Units/Systems and all associated cost with unit

Please refer to the attached Exhibit B regarding additional base building
improvements and site development requirements.

Base Building Improvements in Exhibit B, as modified, will be provided on a
“Turnkey” basis; Leasehold Improvements will be the sole responsibility of
Tenant without any allowance.

Tenant desires three (3) five (5) year options to renew the lease. Option Rent
shall be either (1) the greater of 95% of fair market value, or, the rent during the
prior term escalated by the increase in the CP1- U over the prior term, capped at
three percent (3%) annually; or (2) lesser of 100% of fair market value, or the
rent during the prior term escalated by the increase in the CP1-U over the prior
term, capped at three percent (3%) annually. Either choice requires written
notice due six (6) to twenty-four (24) months prior to expiration of the term.

Tenant will have the right of first offer on any adjacent space that may becorme
available during the initial term of the lease and any extension thereof.

Years 1-5: $10.00/SF
Years 6-10; $12.00/SF
Years 11-15: $14.00/SF

In the event Tenant rernains in possession of the Premises after the expiration of
the term of this Lease, then Tenant shall be obligated to pay rent at the then
current market rate.

Tenant requires five (5) designated spaces for its use (signed and marked). There
are 62 standard parking spaces (of which 5 will be signed and marked for Tenant
use only) and 3 HC spaces.

USI REAL ESTATE BROKERAGE SERVICES INC.

A UST COMPANY
\Mttachment — 2
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CONCESSIONS:

COMMON AREA EXPENSES

AND REAL ESTATE TAXES:

SIGNAGE:

BUILDING HOURS:

SUBLEASE/ASSIGNMENT:

GOVERNMENTAL
COMPLIANCE:

ROOF RIGHTS:

RADIUS RESTRICTION:

EARLY TERMINATION
OPTION:

None

Tenant will pay its Pro-Rata share of CAM, Property Taxes, and insurance. Year
1’s estimated CAM is illustrated on the attachment. A cumulative cap on annual
increases in operating expenses will be set at 3% and will only apply to expenses
labeled controllables. Controllables shall be all expenses with the exception of
Property Taxes and the total amount of snow plowing expense {though the
hourly rate for snow removal shall be considered a controllable). Uncontrollables
are not subject to the 3% cap..

Tenant will have the right to install building signage at the Premises, subject to
Landlord’s consent, which consent shall not be unreasonably withheld, and
subject to compliance by Tenant with all applicable laws and regulations.
Landlord, at Landlord’s expense will furnish Tenant with space for Tenant’s
designated names on the building directory board in the lobby of the building
and will put Tenant’s name on any other directory board which may be part of
the building or complex.

~ Tenant requires building hours of 24 hours a day, 7 days a week. Tenant’s

building hours have been approved by all pertinent governmental bodies. HVAC
and utility services are available 24 hours a day and 7 days a week. Tenant
responsible for HVAC and utility services.

Tenant will have the right at any time to sublease or assign its interest in this
Lease to any majority owned subsidiaries or related entities of DaVita Inc.
without the consent of the Landlord.

Landlord will represent and warrant to Tenant that Landlord, at Landlord’s sole
expense, will cause Tenant’s Premises, the Building and parking facilities to be
in full compliance with any governmental laws, ordinances, regulations or orders
relating to, but not limited to, compliance with the Americans with Disabilitics
Act (ADA), and environmental conditions relating to the existence of asbestos
and/or other hazardous materials, or soil and ground water conditions, and shall
indemnify and hold Tenant harmless from any claims, liabilities and cost arising
from environmental conditions not caused by Tenant(s).

If the building does not have cable television service, then Tenant will need the
right to place a satellite dish on the roof at no additional fee.

Landlord shall not lease space to another Dialysis clinic or similar facility at the
property or at any of the other properties Landlord controls within five (5) miles
of the subject property.

Tenant shail have the right to terminate the Lease at any time before the
expiration date along with a payment equal to one-quarter (1/4) of Tenant’s
monthly base rental obligations for the remaining portion of the current Jease
term.

USI REAL ESTATE BROKERAGE SERVICES INC.
A USI Company \ttachment - 2
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SECURITY DEPOSIT: None
CORIPORATE GUARANTEE: Letter to be provided in order to waive vorporale lease guaranty by DaVita, [nc.
CONTINGENCIES: Tenant will need 1o apply far a Certificate of Need for the final location. 1f

Tenaut does not get the Certificate of Need by April 1, 2011 the Lease will bu
null and void. If they do get the Certificate of Need, then they will go forward
with the lease based on satisfying the other contingencies that are in their
standard Lease Docuent.

Tenant CON Obtigation: Landlord and Tenant understand and agree that the
cstablishment of any chironic outpatient dialysis lacitity in the State of [llinois is
snbject ta the requirements of the Hlinois Health Facilities Planning Act, 20
ILCS 3960/1 et seq. and, (hus, the Tenant cannot establish a dialysis facility on
the Premises or exectle a binding real estate lease in connection therewith unless
Tenaut abtains a Certificate of Need (CONY permit from the llinois Health
IFacilitics Planning Board (the "Planning Board"). Tenant agrees to proceed
using, its commercially reasonable best efforts to submit an application fora
CON perniit and 1o prosecute said application to obtain the CON permit from the
Planning Board. Bascd on the fength of the Planning Board review provess,
Tenant docs not expect to receive a CON permit prior to April 1, 2011 In fight
of the loregoing facts, the parties agree that they shall prompily proceed with due
dilinence to negotiate the terms of a definitive lease agreement and execute such
agreement prior (o approval of the CON permit provided, however, the lease
shall not be binding oa either party prior 1o the approval of the CON permit and
the lease agrosment shall contain a contingéncy clause indicating that the lease
agreement is not effective peading CON approval, Assuming CON perinit
approval is granted, the effective date of the lease agrecment shall be the first
day of the catendar month follawing CON permitapproval. In the event that the
Pianning Board docs not award Tenant a CON permit Lo establish a dialysis
center on the Premises by Aprit 1, 2011, neither party shall have any further
obligation 1o the other party with regard 1o the negotiations, lease or Premiscs
contemplated by this Letier of inlent,

BROKERAGIE FEE: Landiord agrees that it recognizes USI Real Estate Brokerage Services Inc. and
as the client’s solc representatives and a brokerage loe of four pereent (4%) of
the buse renl due over the term shall be paid to USI en or hefore rent
commission, per separale comnmission agreement. The client shall retain the right
fo oflset rent Tor failure to pay the Real listate Commission,

DISCLOSURE: Cynthia Maka is an {llinois Licensed Real Bstate Broker. Randall J. Cebulski is
an [inois Licensed Real Estate Salespersan currently inactive.

_ N b fineomner
Aupreed to and accepted this Z:R#'Dny of @::{ﬂ[)eﬂ 10 Agreed to and neeepted (his | ):‘ Day of Qelober 2010

By: /»////)/)’///Z// Zfﬁkﬂ By: ) Tt .'Lu‘:z}‘d\;\zfjli,ptfm
MG ‘ J

Cebulski Caton Crossing, LLC On behalf of DaVita, Inc. a wholly owned
(“Landiord™) subsidiary of DaVita, Inc. (“Tenant™)

LJSI RiAL ESTATE BROKERAGE SERVICES [NC.
A US!H Coupary

\ttachment — 2
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EXHIBIT A
NON-BINDING NOTICE

NOTICE: THE PROVISONS CONTAINED IN THIS AGREED TO TERMS LETTER 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 REQUEST FOR A PROPOSAL, 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
AGREED TO TERMS LETTER 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 APPROVAL PROCESSES AND PROCEDURES. THE PARTIES UNDERSTAND AND AGREE
THAT A CONTRACT WITH RESPECT TO THE PROVISIONS IN THIS AGREED TO TERMS LETTER
WILL NOT EXIST UNLESS AND UNTIL THE PARTIES HAVE EXECUTED A FORMAL, WRITTEN LEASE
AGREEMENT APPROVED 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 CIRCUMSTANCES
WHATSOEVER DOES USI HAVE ANY AUTHORITY TO BIND OUR CLIENTS TO ANY ITEM, TERM OR
COMBINATION OF TERMS CONTAINED HEREIN. THIS AGREED TO TERMS LETTER 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 RESERVE
THE RIGHT TO CONTINUE SIMULTANEOUS NEGOTIATIONS 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

USI REAL ESTATE BROKFRAGE SERVICES INC.
A USI COMPANY
\ttachment — 2
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EXIBITB
Existing Building MBBI

At a minimum, the Lessor shall provide the following Base Building Improvements to meet DaVita’s requirements for an
Existing Base Building Improvements at Lessor’s sole cost:

All MBBI work completed by the Lessor will need to be coordinated and approved with DaVita and their Consultants prior
to any work being completed, including shop drawing submittals reviews.

Building Codes & Design — All Minimum Base Building Improvements(MBBI) are to be performed in accordance with all
local, state, and federal building codes including any related amendments, fire and life safety codes, ADA regulations,
State Department of Public Health, and other applicable and codes. All Lessor's work will have Governmental Authorities
Having Jurisdiction (“GAHJ”) approved architectural and engineering (Mechanical, Plumbing, Electrical, Structural, Civil,
Environmental) plans and specifications prepared by a licensed architect and engineer.

Zoning & Permitting — Building and premises must be zoned to perform services as a dialysis clinic. Lessor to provide all
Zoning information related to the base building.

Common Areas — Lessee will have access and use of all common areas i.e. Restrooms, Stairwells, and Elevators. All
common areas must be code compliant for Life Safety and ADA compliance.

Demolition - Lessor will be responsible for demaolition of all interior partitions, doors and frames, plumbing, electrical,
mechanical systems and finishes of the existing building from slab to roof deck to create a “Vanilla box™ condition. Space
shall be broom clean and ready for interior improvements specific to the buildout of a dialysis facility. Building to be free
and clear of any components, ashestos or material that is in violation of any EPA standards of acceptance.

Foundation and Floor — Existing Foundations and Slab on Grade in Lessee space must be free of cracks and settlement
issues. All repairs will be done by Lessor at his cost and be done prior to Lessee acceptance of space for construction.
Any issues with slab during Lessee construction will be brought up to Lessor attention and cost associated with slab issue
to repair will be paid by Lessor.

Any slab replacement will be of the same thickness of the adjacent slab with a minimum concrete strength of 4,000-psi
with wire or fiber mesh, and/or rebar reinforcement over vapor barrier. Infill slab/trenches will be pinned to existing slab at
24" O.C. with # 4bars or greater x 167 long. .

Structural — Existing exterior walls, lintels, floor and roof framing shall remain as-is and be free of defects. Should any
defects be found repairs will be made by Lessor at his cost. Any repairs will meet with current codes and approved by a
Structural Engineer and or Lessee.

Exterior Walls
All exterior walls shall be in good shape and properly maintained. Any damaged drywall and or Insulation will be replaced
by Lessor prior to Lessee accepting the space.

Demising walls - All demising walls shall be a 1 or 2hr fire rated wall depending on local codes, State and or regulatory
requirements. If it does not meet this, Lessor will bring demising wall up to meet the requirements. Walls will be finished
with 5/8” gypsum board, metal studs and taped and floated (Lessee shall be responsible for final finish preparation of
gypsum board walls). Walls to be fire caulked in accordance with UL standards at floor and roof deck. Demising walls will
have sound attenuation batts from floor to underside of deck.

Roof Covering — The roof, roof drains and downspouts shall be properly maintained to guard against roof leaks and can
properly drain. Lessor will provide Lessee the information on the Roof and Contractor holding warranty. Lessor to provide
minimum of R30 roof insulation at roof deck. If the R30 value is not met, Lessor to increase R-Value by having instalied
additional insulation to meet requirement to the underside of the deck. Currently, the roof is insulated properly to City of
Crest Hill building codes and may already meet or exceed your requirements. If the Project Manager finds the insulation
does not meet Total Renal Care Inc's specifications, then it will be Tenant's responsibility to upgrade the insulation;
Landlord will not cover cost. LL will provide roof specifications to DaVita PM OK.

USI REAL ESTATE BROKERAGE SERVICES INC.
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Any new penetrations made during buildout will be at the Lessee's cost.

Canopy — NA

Windows — Any single pane window systems must be replaced by Lessor with Insulated Energy efficient thermal pane
windows with thermally broken aluminum frames. Broken, missing and/or damaged glass or frames will be replaced by
Lessor. Currently, high-grade single pane windows are installed with a very low E-rating and may meet the standards of
your requirements. If the Project Manager finds the glass does not meet Total Renal Care Inc’s specifications, then it will
be Tenant's responsibility to upgrade the insulation; Landlord will not cover cost. Change to thermal pane. OK, LL will
replace single pane with thermal pane. Also, how many windows 106 windows and total number (footage} 1,113 sq.ft. of
windows total also, provide information on current windows spec? 33 (24x36); 40 (24x48), 20 (48x60), and 13 (36x60)

Thermal Insulation — Lessor to replace any missing, damaged insulation and or insulation in any modification to walls in
exterior or demising walls.

Exterior Doors — All exterior doors shall meet Accessibility codes, Local Codes and State Department of Health
requirements for egress. If mot Lessor at his cost will need to bring them up
to code, this will include installing push paddles and/or panic hardware or
any other hardware for egress. Any missing weather stripping, damage to
doors or frames will be replaced by Lessor. Tenant responsibility,
Landlord will not cover cost.

Lessor will provide, if not already present, a front entrance and rear door to space. Should one not be present at each of
the locations Lessor, to have them installed per the following criteria: Front entrance and rear door exist, therefore, the
following bullet points do not apply. .

1 FronV Patient Entry Doors: Provide Storefront with insulated glass doors and Aluminum framing to be 42" width
including push paddie/panic bar hardware, continuous hinge and lock mechanism. Door to be prepped to accept
power assist opener and push button keypad lock provided by Lessee.

2  Service Doors: Provide 72" wide double door (Alternates for approval by Lessee’s Project Manager to include: 607
Roll up door, or a 48" wide single door or double door with 36" and 24" doors) with 20 gauge insulated hollow
metal {double doors), Flush bolts, T astragal, Heavy Duty Aluminum threshold, continuous hinge each leaf,
prepped for panic bar hardware (as required by code) painted with rust inhibiting paint and prepped to receive a
push button keypad lock provided by Lessee. Door to have a 10" square vision pane! cut out with insulated glass
instafled if requested by Lessee.

Utilities — All utilities to be provided at designated utility entrance points into the building at locations approved by the
Lessee. Lessor is responsible for all tap/connection and impact fees for all utilities.  All Utilities to be coordinated with
Lessee's Architect.

Plumbing — Provide a dedicated 2" water line, if not already present (and not tied-in to any other lessees spaces, fire
suppression systems, or irrigation systems) with a shut off valve, 2 (two) 2" backflow preventors in parallel {with drain
under BFP’s), and 2" meter (1 1/2" meter under special circumstances which must be approved by Lessee} to provide a
continuous minimum 50 psi, with a minimum flow rate of 30 gallons per minute. Lessor to provide Lessee with the most
recent water flow and pressure test results (gallons per minute and psi) for approval. Lessor shall stub the dedicated
water line into the building and to the location on Lessee plans. Lessor to provide and pay for all tap fees related to new
sanitary sewer and water services in accordance with local building and regulatory agencies. Each Unit has its own 1-inch
water line. A total of 5 lines enter Units C thru G. The Project Manager has already approved this design.Need one
dedicated 2-in water line. OK.

All existing hose bibs will be in proper working condition prior to Lessees possession of space.

Existing Sanitary sewer needs to be four-inch (4”) minimum to Lessee space and have an invert fevel of 42° minimum
entering the space, lift station/sewage ejectors will not be permitted. Sanitary sewer service feeding the demised space to
be video scoped for integrity with a copy available for Lessee and his architect to review. Sewer line to receive a power rod
with high pressure cleaning to insure flow integrity from facility inlet to city main.

USI REAL ESTATE BROKFRAGE SERVICES INC.
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If the Sanitary line is not 47, Lessor will have installed a new line to a location per Lessee plans. All cost associated with
line, tap and impact fees will be Lessor responsibility.

Sanitary sampling manhole if required by local municipality on new line.

Fire Suppression and Alarm System - Existing Fire Sprinkler Systems and fire alarm control panel shall be maintained
by Lessor. Lessor to provide pertinent information on systems for Lessee Engineers for design. Lessor to provide current
vendor for system and monitoring company.

If a Sprinkler System is not present and is required by Lessee usage, Lessor to provide cost, to be included in lease rate,
for the design and installation of a compiete turnkey sprinkler system that meets all loca! building and life safety codes for
the entire building. This system will be on a dedicated water line independent of Lessee’s water line requirements,
including municipal approved shop drawings, service drops and sprinkler heads at heights per Lessee's reflective ceiling
plan, flow control switches wired and tested, alarms including wiring and an electrically/telephonically controlled fire alarm
control panel connected to a monitoring systems for emergency dispatch. Fire Sprinkler System will be installed and as an
allowance, not included in the lease rate. What does this mean? We are currently in the process of installing the Fire
Sprinkler System. Where it says above “If a Sprinkler System is not present and is required by Lessee usage, Lessor to
provide cost, to be included in lease rate, for the design and installation of a complete turnkey sprinkler system that meets
all local building and life safety codes for the entire building®, we could include the cost of the system in an increased lease
rate. Instead, we are charging the same lease rate, and installing the system at our cost. This is part of our “turnkey basis"
MBBI improvements to Total Renal Care, Inc..

Existing Fire Alarm system shall be maintained and in good working order by Lessor prior to Lessee acceptance of space.
Lessor to provide pertinent information on systems for Lessee's design. Lessor to provide current vendor for system and
monitoring company. If FA Panel is unable to accommodate Lessee requirements Lessor to upgrade panel at Lessor's
cost.

Electrical — Service size to be determined by Lessee's engineer dependant on facility size and gas availability (400amp to
800amp service) 120/208 volt, 3 phase, 4 wire. Existing service to be a combined single service for Lessee space.
Lessee will not accept multiple services to obtain the necessary amperage. Should this not be available Lessor to upgrade
to meet the following criteria:

Provide new service (preferably underground) with a dedicated meter via a new CT cabinet. Service size to be
determined by Lessee’s engineer dependant on facility size and gas availability (400amp to 800amp service) 120/208
volt, 3 phase, 4 wire to a load center in the Lessee’s utility room ({location to be per Code and to a location per Lessee
plans) for Lessee’s exclusive use in powering equipment, appliances, lighting, heating, cooling and miscellaneous use.
Transformer coordination with utility company, transformer pad, and underground conduit sized for service, circuit
termination cabinet, grounding rod, main panel with breaker, conduit and wire inclusive of excavation, trenching and
restoration. Lessee's Engineer shall have the final approval on the electrical service size and location.

s Lessor will allow Lessee to have installed, at Lessee cost, Transfer Switch for temporary generator hook-up, or
permanent generator.

Gas Service — Existing Natural gas service at a minimum to have a 6" water column pressure and be able to supply
800,000-BTU’s. Natural gas line shall be individually metered and sized per demand.

Mechanical /Heating Ventilation Air Conditioning — Lessor to provide a detailed report from a HVAC company on all
existing HVAC units i.e. age, CFM's, cooling capacity, service records etc for review by Lessee.

If determined by Lessee that the units need to be replaced and or additional units are needed, Lessor will be responsible
for the cost of the replacement/additional HVAC units, Lessee will complete the all work with the replacement/additional
HVAC Units. Units replaced or added will meet the design requirements as stated below.

The criteria is as follows: equipment to be Carrier, Trane, or Equal. Equipment will be new and come with a full warranty
on parts including labor. Supply air shall be provided to the Premises sufficient for cooling at the rate of 300 square feet
per ton and Lessee design. Ductwork shall be extended to the space for supply and return air. System to be a ducted
return. Prior to the Lessor's procurement and installation of the HVAC system, Lessor shall submit shop drawings to
Lessee for approval. Anticipate minimum of up to five (5) zones with programmable thermostat. Lessee's engineer shall
have the final approval on the sizes, tonnages, zoning, location and number of HVAC units,
USI REAL ESTATE BROKERAGE SERVICES INC.
A USt Comrany
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Telephone — If in a multi tenant building Lessor to provide a 1" conduit from Building Demark location to phone room
location in Lessee space.

Cable or Satellite TV - Lessor to have Cable TV extend to Lessee space if available. If cable is not available, Lessor will
have the right to place a satellite dish at Lessee’s cost on roof.

Handicap Accessibility - Full compliance with ADA and all local jurisdictions’ handicap requirements. Lessor shall
comply with all ADA regulations affecting the Building and entrance to Lessee space including, but not limited to, the
elevator, exterior and interior doors, concrete curb cuts, ramps and walk approaches to / from the parking lot, parking lot
striping for four {4) dedicated handicap stalls for a unit up to 20 station clinic and six (6} HC stalls for units over 20 stations
inclusive of pavement markings and stall signs with current local provisions for handicap parking stalls, delivery areas and
walkways.

Generator — Lessor to allow a generator to be installed onsite if required by code or Lessee chooses to provide one.,

Site Lighting - Lessor to provide adequate lighting per code and to illuminate all parking, pathways, and building access
points. Parking lot lighting to be on a timer {and be programmed per Lessee business hours of operation} or photocell.

Exterior Building Lighting — Lessor to provide adequate lighting per code and to illuminate the building main and service
entrance with related sidewalks.

Parking Lot — Provide adequate amount of ADA curb cuts, handicap and standard parking stalls in accordance with
dialysis use and overall building uses. Stalls to receive striping, lot to receive traffic directional arrows and concrete parking
bumpers. Bumpers to be anchored in place onto the asphalt per stall layout. Approximately 10 spaces near the retaining
wall have concrete parking bumpers. The remaining spaces have concrete curbs rather than concrete parking bumpers,
Please specify if the concrete curbs will not be sufficient. OK

USI REAL ESTATE BROKERAGE SERVICES INC.
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Section |, Identification, General Information, and Certification
Operating Identity/Licensee

The Minois Certificate of Good Standing for Joliet Dialysis, LLC is attached at Attachment — 3.

Attachment - 3
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File Number 0233009-1

To all to whom these Presents Shall Come, Greeting:

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

JOLIET DIALYSIS, LLC, A DELAWARE LIMITED LIABILITY COMPANY HAVING
OBTAINED ADMISSION TO TRANSACT BUSINESS IN ILLINOIS ON SEPTEMBER 07, 2007,
APPEARS TO HAVE COMPLIED WITH ALL PROVISIONS OF THE LIMITED LIABILITY
COMPANY ACT OF THIS STATE, AND AS OF THIS DATE IS IN GOOD STANDING AS A

FOREIGN LIMITED LIABILITY COMPANY ADMITTED 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 Illinois, this 17TH
day of DECEMBER A.D. 2010

oA o s
Authentication #: 10354101436 M

Authenticate al: hitp://www cyberdriveillinois.com

SECRETARY OF STATE
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Delaware ...

The First State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE SIATE OF
DELAWARE, DO HEREBY CERTIFY "JOLIET DIALYSIS, LLC" IS DULY
FPORMED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD
STANDING AND HAS A LEGAL EXISTENCE SO FAR AS THE RECORDS OF THIS
OFFICE SHOW, AS OF THE SEVENTH DAY OF SEPTEMBER, A.D. 2007.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL TAXES HAVE
NOT BEEN ASSESSED TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "JOLIET

DIALYSIS, LLC" WAS FORMED ON THE SIXTH DAY OF SEPTEMBER, A_D.

2007.

2 E‘ - % .
Harriet Smith Windsor, Secretary of State :
AUTHENTICATION: 5981884

4418356 8300

070893579 DATE: 09-07-07.

Attachment — 3
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Section |, ldentification, General Information, and Certification
Organizational Relationships

The organizational chart for Davita, Inc. and Joliet Dialysis, LLC is attached at Attachment — 4.

Attachment — 4
112807.5
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Crest Hill Dialysis
Organizational Chart

DaVita, Inc.

Total Renal Care, In¢.

Joliet Dialysis Holdings. LLC

Joliet Dialysis, LLC
d/bfa Crest Hill Dialysis

Ho
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Section 1, Identification, General Information, and Certification
Flood Plain Requirements

The site of the proposed dialysis facility complies with the requirements of [linois Executive Order #2005-
5. The proposed dialysis facility will be located at 20660 Caton Farm Road, Crest Hill, lllinois 60403. As
shown on the FEMA flood plain map attached at Attachment — 5, the site of the proposed dialysis facility
is located outside of a flood plain.

Attachment - 5
112907.5
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Section |, Identification, 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
112907.5
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Illinois Historic
Preservation Agency

FAX (217) 782-8161

l_i_.
IA 1 Old State Capitol Plaza + Springfield, lllinois 62701-1512 + www.illinois-history.gov

Will County

Crest Hill
CON - Rehabilitation of Establish a l2-Station Dialysis Facility
20660 Caton Farm Road
IHPA Log #007112910

December 16, 2010

Anne Cooper

Polsinelli Shughart

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

Dear Ms. Cocoper:

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 Qfficer

Attachment — 6
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Section |, Identification, General Information, and Certification
Project Costs and Sources of Funds

: S ii:Table1120.110 g £
el M s Project Cost tiiaigibeimiaatina [wek Clinical 8 i otal ik
Modernization Contracts 705,840 705,840
Contingencies 70,584 70,584
Architectural/Engineering Fees 53,000 53,000
Consulting and Other Fees 77,000 77,000
Moveable and Other Equipment
Communications 62,115 62,115
Water Treatment 111,230 © 111,230
Bio-Medical Equipment 8,885 8,885
Clinical Equipment 200,032 200,032
Clinical Furniture/Fixtures 19,211 19,211
Lounge Furniture/Fixtures 2,815 2,815
Storage Furniture/Fixtures 5,359 5,359
Business Office Fixtures 22,925 22,925
General Furniture/Fixtures 21,455 21,455
Signage 12,500 12,500
Total Moveable and Other Equipment 466,527 466,527
Fair Market Value of Leased Space 611,228 611,228
Total Project Costs 1,984,179 1,984,179

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

“Cost Space Table ~ L e e
Gross Square Feet Amount of Proposed Total- Gross Square Feet
That Is:
A _— New . Vacated
- Dept. ! Arga Cost Existing | Proposed Const. | Modernized | Asls Space
CLINICAL
ESRD $1,984,179 6,210 6,210
Total Clinical $1,984,179 6,210 0 6,210 0
NON CLINICAL $0 0 0 0 0
Tgtgl Non- $0 0 0 0
clinical
TOTAL $1,984 179 6,210 6,210
Attachment -9
112907.5
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Section lll, Project Purpose, Background and Alternatives — Information Requirements
Criterion 1110.230, Project Purpose, Background and Alternatives

Background of the Applicant

Davita, Inc. and Joliet Dialysis, LLC (collectively, the “Applicants™) are fit, willing and abte, 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 Italian phrase meaning, “giving life.” DaVita’s core values embrace service
excellence, integrity, team, accountability, continuous improvement and fulfillment.

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
troubling trend:

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. 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,

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

s 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

! US Renal 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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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 (“NVAIl') 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. Adherence to these standard
measures has been directly linked to 15-20% fewer hospitalizations. On each of these measures, DaVita
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 lllinois health care
facilities owned or operated by the Applicants, directly or indirectly, within three years preceding the filing
of this application.

1. Health care facilities owned or operated by the Applicants:

A list of health care facilities owned or operated by DaVita, Inc. was provided in the application for
permit for Project No. 10-069 filed with the State Board on September 24, 2010. See Proj. No.
10-069 App. pgs. 88 — 137. A certification that no change in the health care facilities owned or
operated by DaVita, Inc. is attached at Attachment — 11B.

Joliet Dialysis, LLC does not own or operate any health care facilities.
Dialysis facilities are not subject to State Licensure.

2. 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, directiy or indirectly, within three years
preceding the filing of this application is attached at Attachment — 11C.

3. An authorization permitting the llinois 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,

4. 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.
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o 1 Office of the Chief
Medical Officer (OCMQ)

Afien R, Nissenson, MD
Chief Medical Officer

Merpdith Maihews, MD
Rokart Provenzano, MO
John Bobertson, MD

Wepniess pursyts af meginy David B. Van ¥yyck, MD

601 Hawali Stroet, Bl Segundo, CA $0245 | 1-800-312-4872 | waw.dawta.com/physicians

April 30, 2009

Dear Physicians:

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

IMPACT: The goal of IMPACT is to reduce incident patient mortality. IMPACT stands for Incident
Management of Patients Actions Centered on Treatment. The program focuses on three components:
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. '

CathAway: Higher catheter use is associated with increased infection, morbidity, mortality and
hospitalizations (@ .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 Joumal,

Here is how you ¢an support both initiatives in your facilities:

o Assess incident patients reqularly in their first 90 days: Discuss patients individually and regularly. Use the
IMPACT scarecard 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 ieammates and
identify obstacles causing delays in catheter removal. Work with the team and patients to develop action plans for
catheter removal.

o Plan fistula and graft placements: Start AV placement plans early by scheduling vesse! 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.

- ]
Sprvice Excaienced Irtegnly Team Coetituous impraviment Accountan iy Fulflimort Fun ]_)a fta.
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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 fuli set of educational resources.
FAs and Vascular Access Leaders will begin training on a new too! to help identify root-causes for catheter removal defays.

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 al-time lows and help give our incident patients the quality and length of life
they deserve.

Sincerely,

W %

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

(1) Diatysis Outcomes and Practice Patterns Study {DOPPS): 2 yrsf7 Countries / 10,000 pts.
(2) Pastan et al: Vascular access and increased risk of death among hemodialysis patients.

¥

ocMo DaVita.
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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

e e

,./Taking Control
Of Kidney Disease

Learn how to slow
the progression of
kidney disease.

» Kidney disease and
related conditions

*» Behavior modification

* Dietary guidelines

» Common medications

* Insurance choices

» Ways to cope with CKD

» Questions to ask your

1 health care team

.

'
. Making
! Healthy Choices
¢ Learn how to
¢ prepare for dialysis.

't » Kidney disease and
related conditions
i * Behavior modification
!« Dietary guidelines
tx« Common medications
_* Treatments that allow
! you to stay active and
continue to work
» Insurance choices
. * Ways to cope with CKD
'+ » Questions to ask your
health care team

T e
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Treatment
Choices

An in-depth look at all
of your treatment choices.

[P

* Kidney disease and
related conditions

» Treatments that aliow
you to stay active and
continue to work

* Insurance choices

* Ways to cope with CKD

» Questions to ask your
health care team -

ot

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

EMPOWER®

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

@ 20089 DaVita Inc, All rights reserved, KEYC-7405
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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.

" Achleve “Top Two” status in 2010,

What's the significance of achieving Top Two status?

Reducing both incident patient mortality and the number of catheter patients are
DaVita’'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 outcomes and improved quality of life.
Reaching the Top Two goals means a high level of care for your patients, and special
recognition and honors.

To reach your 2010 IMPACT Goal: To reach your 2010 CathAway Goal:
- Achieve a graduate grade of 75% or better - Achieve Day-80 cathster pércentage

by December 31 for September new admits of 1835 Or iower by Dacémber 31 50 ¢
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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 teammates about the risk incident patients face and how IMPACT can help

How was IMPACT developed? What are the initial results?

From October 2007 to April 2009, IMPACT was piloted in DaVita® centers. Early results, presented
at the National Kidney Foundation’s Spring Clinical Meeting in Nashville, TN this April, showed an
8% reduction in annualized mortality. In addition to lower mortality, 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 impact@davita.com. Together we can give our
incident patients the guality and length of life they deserve.

Sincerely,

AP

Dennis Kogod
Cheif Operating Officer

W b

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

D /
a Llas Comporata Oftice 6OV Hawall Street, £ Segunde, A 90245 +800-%13-4322  DaVilacom/shysic.ans
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FOR IMMEDIATE RELEASE

DaVita’s IMPACT Program Reduces Mortality for New Dialysis Patients
Study Showss New FPatient Care Model Significantly fmprroves Patient Outcomes

El Segundo, Calif., (March, 29, 2009) — DaVita Iﬁc., 2 leading provider of kidney care services for those diagnosed with
clironic kidney disease (CK1D), roday released the findings of a study revealing DaVita’s IMPACT™ {Incident Management
of Patients, Actions Centered on '1reatment) pilot program can significantly recuce mortalily rales for new dialysis patients.
The study presented at the National Kidney Foundation’s Spring Clinical Meeting in Nashville, TN details how the
IMPACT patient cave model educates and munages dialysis paticnts within the first 90 days of treatment, when they are
most unstable and are at highest nsk. In addition to lawer mortality rates, patient outcomes improved - confirming the

healdh of this vulnerahle patient populfation is better supported under DaVata's Relméless Pumat of Qualip™ care,

The pilot: program was impiemented with 606 patienis completing the IMPACT program over a 12 month period in 44
DaVita centers around the nation. IMPACT focuses on patient education wnd impartant clinical outcomes - such as the
measurement of adequate dialysis, access placement, anemia, and alhumin levels - monitoring the patient’s overall health
in the first 90 days on dialysis, Data reflects a reduction in annualized mortalive rates by eight percent for IMPACT
patients compared with non-IMPACT patients i the DaVita neowork. Given that Da'Vita has roughly 28,000 new

patients starting dialysis every yeas, this reduction affects a significant number of lives.

In addition, a higher nunber of IMPACT patients versus non-IMPACT patents had an arteriovenous fistula (AVY; in
place. Rescarch show that fistulas - the surgical cannection of an artery to a vein - last longer and are associated with

lower rates of infection, hospitalization and death compared to alt other uccess choices.

Allen R, Nisscnson, MDD, Chief Medical Officer at DaVita says, “The IMPACT program is about quality patient care
stardng in the first 90 days and extending beyond. Improved ontcomes in new dialysis patients nanslates to betier long

term results and heallhier patients overall.”

Reséarchers applaud the IMPACT prograny’s inelusion of all paticnts starling cialysis, regardless of their cognitive ability
or health status. Enrolling all pasients at this carly stage in their treatment allows thein to better understand their disease
and gare needs while healtheare providers work to improve their ountcomnses. Through this program, DaVita mandates

reporting on this particular population to betier track and manage patients through their incident perind,

Dennis Kogod, Chief Operating Officer of DaVita says, “We are thrilled by the promising resulis IMPACT has had on
our new dialysis patients. DaVia continues to be the leader in the kidney care conumunity, and we look lorward to molling

out this program to all facifities later this year, to improve the health of all new dialysis patients.”

DaVita, IMPACT and Relantless Purnat of Quality are wademarks or registered trademarks of DaVira Inc. All ather

trademarks are the properiies of their respective owaers,

— , |
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Poster Presentation

NKF Spring Clinical Meeting
Nashville, TN

March 26-28, 2009

Incident Management of Memodialysis Patients; Managing the First 90 Days

John Robertsan!, Pooja Goel, Grace Chen', Ronald Levine!, 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 moerbidity in new patients during the first 3 months of dialysis, when
these patients are most vulnerabte. IMPACT was designed to standardize the onboarding
process of incident patients from their O to 90-day period. We report on an observational
(non-randomized), un-blinded study of 606 incident patients evaluated over 12 months
(Oct77-0ct08) at 44 US DaVita facitlities.

The study focused on 4 key predictive indicators associated with lower mortality and morbidity
—anemia, albumin, adequacy and access (4As). 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 manuai 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
{mean35D), 42.8% Caucasian, 61% male with 25% having a fistula. Results showed a reduction in
90-day mortality almost 2 percentage points lower (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 Hct
targets (33s3xHbs36) vs. 23.4% for controls (p<Q.10); some IMPACT patients may still have
>36-level Hets. Mean calculated Kt/V was 1.54 for IMPACT patients vs. 1.58 for nonIMPACT
patients (p=0.05),

IMPACT is a first step toward a comprehensive approach to reduce mortality of incident
patients. We believe this focus 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 cutcomes.

——— i S e ket e - rm g n —— - - - ¢ et e —
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IMPACT Tools

Here's how the IMPACT program wifl help the team
record data, educate patients and monitor their
progress in your facilities.

o Standard Order Template, a two-page form with '

drop-down menus that can be customized into
a center-specific template

e Intake Checklist to gather registration and

clinical data prior to admission

o Patient Annocuncement to alert teammates

about new incident patients

o Patient Education Book and Flip Chart to teach

patients about dialysis

A new MPACT patient 15 2bout 1o
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DaVita.

Headquarters QOur Mission
1627 Cole Blvd, Bldg 18 To be the Provider,
Lakewood CO 80401 Partner and Employer
1-888-200-1041 of Choice
IMPACT Core Values
Service Excellence
Integrity

For more information, contact

1-800-400-8331 Team
Continuous Improvement

Accountability
. Fulfiiment
DaVita.com Fun

% 2009 DaVita Ine. All rights reserved. PREN-B023
6 Printed with low-VOC, vegelable-based inks on recycled pager inthe USA
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% Casa Nueva
1551 Wewatta Street
a l a Denver, CO B0202-6173
® Tel: 303-405-2100

www.davita.com

January 3, 2011

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
This3# day of JANUA [:ﬂ ,2011

Narg £ IMotlory
Nolary P@ O'

orRGIA S
¥ NcMTara L Motle y

ry Pubiic, State of iinois
!— Commission Expires 6/11/2013
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% Casa Nueva
1551 Wewatta Street
Da l ta Denver, CO 80202-6173
® Tel: 303-405-2100

www.davita.com

January 3, 2011

Dale Galassie

Chair

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

Springfield, lllinois 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 no adverse action has been taken against any facility
owned or operated by DaVita, Inc., Total Renal Care, Inc., or Joliet Dialysis, LLC 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. [ 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.

Sincerely, jg/

Kent J. Thiry

Chief Executive Officer
DaVita, Inc.

Total Renal Care, Inc.
Joliet Dialysis, LLC

Subscribed and sworn to me

This-i)r_ddayof J—QHHQC” , 2011
7N
Nara L W

Notary Public (L
“OFFICIAL SEAL" '
W Tara L Mott

e
Notary Public, State oylllinois
;._.' My Commission Expires 6/11/2013
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Section lll, Project Purpose, Background and Alternatives - Information Requirements
Criterion 1110.230(b), Project Purpose, Background and Alternatives

Purpose of the Project

1.

The purpose of the project is to maintain access to life sustaining dialysis services to the residents of
Crest Hill. As shown in table 1110.230(b){1) below, there are currently six existing or approved
dialysis facilities within 30 minutes normal travel time of the proposed dialysis facility. The average
utilization of existing facilities as reported to The Renal Network for the quarter ending September 30,
2010 is 81%, above the State Board’s 80% utilization standard.

© Table 1110.230(b}1)
Average Utifization — Facilities within 30 Minutes of Proposed Facility
Adjusted
Facility City Distance Time Time Stations | Patients | Utilization
Silver Cross Renal West Joliet 2.01 miles 4 min 4.6 min 29 152 87%
Frasenius Plainfield Plainfield 3.51 miles 7 min 8.1 min 12 46 64%
Sun Health Joliet 4.30 miles 10 min | 11.5 min 17 56 55%
Fresenius Lockport’ Lockport 7.98 miles 16 min | 18.4 min 12 0 0%
Fresenius Bolingbrook Bolingbrook 12.59 miles 18 min | 20.7 min 24 121 84%
Silver Cross Renal Center’ Joliet 6.70 miles 19 min [ 21.9 min 14 89 106%
Total Utilization - Existing Facilities 96 464 81%

' Permit approved 12/01/2009
? Discontinuation of existing 14-station facility and establishment of replacement 19-station facility effective 10/31/2012

While the Applicants acknowledge the HFSRB has approved the addition of 17 stations in the
Applicants’ geographic service area within the past 12 months,” average utilization among existing
facilities has increased approximately 6% annually over the past two years. In fact, Fresenius
Plainfield, which commenced operations in early 2010, has achieved 64% utilization in less than one
year. Assuming historical growth rates remain unchanged, average utilization among facilities within
the geographic service area should exceed 80% by the first quarter of 2013, shortly after completion
of the proposed dialysis facility.

A facility in Crest Hill will serve patients in Joliet as well as in the immediate Crest Hill community.
Crest Hill is less than 3 miles from the city center of Joliet. Joliet is one of the largest metropolitan
areas in the State of lllinois. The U.S. Census Bureau estimates the Joliet population to be 143,008
in 2009.* Combined with Crest Hill, the population of the two municipalities is estimated to be in
excess of 163,000.° That said, there has not been a new dialysis facility in the Joliet community for
15 years. According to data from the Centers for Medicare and Medicaid Services, the Silver Cross
hospital campus program opened in 1973, Silver Cross Renal Center West opened in 1991 and Sun
Health opened in 1996. These facilities have a total of 60 stations; however, Silver Cross has
obtained a CON permit to close its hospital campus dialysis facility in connection with opening a new
program in New Lenox. This will reduce the number of dialysis stations in Joliet to 46 stations. New
Lenox is an appropriate site for a dialysis facility, however, that planned location, which is adjacent to

} Fresenius Lockport application for 12-station dialysis facility approved December 1, 2009; Silver Cross

Renal Center application for discontinuation of existing 14 station dialysis facility and establishment of
19 station dialysis facility approved July 27, 2010.

4 U.S. Census Bureau, American FactFinder, Fact Sheet, available at http://ffactfinder.census.gov/home/

saff/main.html|?_lang=en (last visited Jan. 5, 2011).

5&-
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a major thoroughfare expressway (I-355) will serve a different patient base than that anticipated for
the Crest Hill facility. Notably, the concentration of African-Americans and Hispanics in Crest Hill is
much higher than New Lenox. For 2009, the U S. Census Bureau estimated 2,865 African-
Americans and 3,850 Hispanics resided in Crest Hill.® As shown in the table below, the percentage of
African-Americans and Hispanics in the Joliet and Crest Hill area is higher than State average.
importantly, ESRD incident rate among African-Americans is 3.6 times greater than whites and the
incident rate in the Hispanic population is 1.5 times greater than the non-Hispanic populatlon The
planned location in Crest Hill is adjacent to major Joliet City streets of Plainfield Road, Larkin
Avenue and Broadway Street as well as adjacent to many residential areas in Joliet.

- 2000 Populatton Cha
Caucasian 65.6% 50.9% 94.5% 61.2%
African American 19.6% 18.2% 0.3% 15.1%
Hispanic B.8% 18.4% 3.2% 12.3%
Native American and Alaska Native 0.2% 0.3% 0.1% 0.2%
Native Hawaiian or Pacific Islander 0.1% 0.0% 0.0% 0.0%
Asian 1.1% 1.1% 0.4% 3.4%
QOther 3.2% 9.0% 0.8% 1.9%
Two or More Races 1.4% 2.1% 0.8% 2.4%

Source: U.5. Census Bureau, American FactFinder, Fact Sheet, available at hitp/ifactfinder.census.govihome/
saffimain.htm|?_lang=en {last visited Jan. 5, 2011).

The baby boomers are entering the age of end-stage renal disease, and its prevalence is expected to
skyrocket over the next several years. Specifically, with regard to the patient base intended to be
served, the average age of onset of end-stage renal disease is 65 years old. In Will County where
this proposed project will be located, the population of individuals age 65 years of age and older is
growing rapidly. Based on llinois Department of Commerce and Economic Opportunity (‘DCEQ")
county population projections which use U.S. Census Bureau data for 2000 as a starting point, thls
age cohort is expected to increase from 41,610 in 2000 to 106,222 in less than 10 years (2020).

This is more than double the 2000 population for this age cohort and much greater growth as a
percentage than the overall population growth estimates that DCEO has made for the same period.
Moreover, DCEO projects that this growth trend will continue into the future with the expected size
this age cohort in 2030 of 165,372, Also, in considering the general need for increased access to
dialysis services, it is important to note that absolute dialysis prevalence is anticipated to increase
about 60% from 484,995 as of the 2005 count data to more than 785,000 by 2020 according to 2007
USRDS data.® According to the latest data available from the United States Renal Data System,
47 4% of the reported incidents of ESRD are in individuals over 65 years of age.’ In fact, number of

®1d.

7 U.S. Renal Data System, USRDS 2010 Annual Data Report: Atlas of Chronic Kidney Disease and End-
Stage Renal Disease in the United States, Nationa! Institutes of Health, National institute of Diabetes
and Digestive and Kidney Diseases, Bethesda, MD, 2010 available at http://www.usrds.org/atias.htm
(last visited Jan. 5, 2011).

® Ininois Department of Commerce and Economic Opportunity, Population Projections by County 2000 -
2030 available at http:/iwww2.illinoisbiz.biz/popProjireference/Projections_final_Complete.xls (last
visited Jan. 5, 2011}.

* U.S. Renal Data System, USRDS 2007 Annual Data Report: Atlas of Chronic Kidney Disease and End-
Stage Renal Disease in the United States, Nationa! Institutes of Health, National Institute of Diabetes
and Digestive and Kidney Diseases, Bethesda, MD, 2007 available af http://www.usrds.orgladr_2007.
htm (last visited Jan. 5, 2011}.

10).S. Renal Data System, USRDS 2010 Annual Data Report: Atlas of Chronic Kidney Disease and End-
Stage Renal Disease in the United States, National institutes of Health, National Institute of Diabetes
and Digestive and Kidney Diseases, Bethesda, MD, 2010 available at http://www.usrds.org/atlas.htm

(last visited Jan. §, 2011},
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reported incidents among those over 65 has increased over 9 times from 1980 to 2008, with the most
significant growth in the 75 years of age and older cohort. The reported incidents of ESRD among
this cohort have increased over 20 times since 1980, from 1,354 reported incidents of ESRD in 1980
to 28,377 incidents in 2008."

Since 20086, incident rates among those 65 and oider have remained stable; however, incident rates
among the 45-64 year old cohort has increased on average 3.3% per year over the last ten years.
This is attributed to the rising prevalence of diabetes in the African American and other minority
populationf, compared to the Caucasian population, which is linked to higher obesity rates among
minorities.

Moreover, Northeast Nephrology Consultants, Ltd. (*NENC") is currently treating 130 Stage 4 and 5
chronic kidney disease (“CKD") patients whose condition is advancing to end-stage renal disease and
who will likely require dialysis within the next 12 to 18 months. Conservatively, the Applicants
assume a 35% attrition rate for Stage 5 and Stage 4 CKD patients. That is, because of CKD patient
death, transplant or relocation, only 65% of Stage 5 and Stage 4 CKD patients are expected to initiate
dialysis. That means approximately 84 of the current Stage 4 and Stage 5 CKD patients will require
dialysis within the next 12 to 18 months. While some of these patients will be referred to existing
facilities within the geographic area, sufficient capacity within the market area does not exist to
accommodate the projected patient referrals from NENC. By December 31, 2012, the proposed
project completion date, most of the existing facilities will likely be operating at or above 80%
utilization.

Without additional dialysis stations in the geographic service area, these ESRD patients will be forced
to trave! outside of the market area three times per week to receive life sustaining dialysis treatment.
Many ESRD patients are reliant upon family members, public transportation, non-emergency
transportation, or nursing homes to transport them to and from medical appointments. Requiring
ESRD patients to travel outside the market area would be an extreme hardship for both the patients
and their caregivers. 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, a 12-station dialysis facility is necessary to maintain access to dialysis
services.

2. A rmap of the market area for the proposed facility is attached at Attachment — 12A. The market area
encompasses a 25-mile radius around the proposed. The boundaries of the market area are as
follows:

North approximately 30 minutes normal trave! time to Naperville
Northeast approximately 30 minutes normal travel time to Willowbrook
East approximately 30 minutes normal travel time to Homer Glen
Southeast approximately 30 minutes normal travel time to Manhattan
South approximately 30 minutes normal travel time to Wilmington
Southwest approximately 3¢ minutes normal travel time to Morris
West approximately 30 minutes normal fravel time to Newark
Northwest approximately 30 minutes normal travel time to Montgomery

3. Currently, there are five dialysis facilities in operation within thirty minutes normal travel time of the
proposed facility. Average utilization of these operational facilities is at the State Board's 80%
utilization standard. Importantly, utilization of existing facilities has increased nearly 6% annually over
the past two years. In fact, Fresenius Plainfield, which commenced operations in early 2010, has
achieved 64% utilization in less than one year. With the growing obesity epidemic and aging
population, utilization is expected to increase. Assuming historical growth rates remain unchanged,
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average utilization of all approved and existing dialysis facilities in the proposed facility's geographic
is expected to exceed 80% by the projected completion date of the proposed facility.

The proposed facility will be tocated in Crest Hill. As shown in the physician referral letter attached at
Attachment — 12B and summarized in Table 1110.230(b){3) below, the majority of pre-ESRD patients
projected to utilize the proposed facility reside in Crest Hill, Shorewood, and Joliet.

Table 1110.230(b){3) .
Pre-ESRD Patients by Zip' Co
Zip Code " { Referrals® -
60403

60404

60407

60410

60421

60423

60431

60432

60433

60434

60435 3

60436 1

60439

60440

60441

60443

60446

60447

60451

60467

60481

60544

60556

60585

60586

60935

Grand Total 130

= NN ([O= (D=

[4)]

= la i lhs (DN (W s [ {M [&jwWh |

There is a need for the proposed facility to accommodate the growing need for dialysis services in
Crest Hill and Joliet. Currently, there is no dialysis facility in Crest Hill and only three other facilities
Joliet. This is important because transportation is frequently an issue for dialysis patients as many
are reliant on friends and family, public transportation, non-emergency transportation providers, and
nursing home staff to make their dialysis appointments three days per week. Patients are generally
receiving treatment at the facility for four to five hours each dialysis session. The friend, family
member or caregiver usually does not wait with the patient during treatment. This means the
transporter must make two trips to drop off and return patients to home. Accordingly, it is important
that dialysis facilities are located close to patients' homes to minimize the time and expense of travel.
If dialysis facilities are not proximately located to patients, it may be difficult for them to arrange
transportation to make their appointments or they make forego dialysis altogether, which could result
in renal failure and death.
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Source Information

The Renal Network, Utilization Data for the Quarter Ending September 30, 2010.

U.S. Census Bureau, American FactFinder, Fact Sheet, avaflable at hitp://factfinder.census.gov/ihome
Isaff/main.html|?_lang=en (last visited Jan. 5, 2011).

U.S. Renal Data System, USRDS 2010 Annual Data Report: Atlas of Chronic Kidney Disease and
End-Stage Renal Disease in the United States, National Institutes of Health, National Institute of
Diabetes and Digestive and Kidney Diseases, Bethesda, MD, 2010 available at
http:/fwww.usrds.org/atlas.htm (last visited Jan. 5, 2011).

U.S. Renal Data System, USRDS 2007 Annual Data Report: Atlas of Chronic Kidney Disease and
End-Stage Renal Disease in the United States, National Institutes of Health, National Institute of
Diabetes and Digestive and Kidney Diseases, Bethesda, MD, 2007 available at
http://www_usrds.org/adr_2007.htm (last visited Jan. 5, 2011}.

The proposed project will improve access to dialysis services by adding 12-stations to the market. As
discussed more fully above, there are three facilities that are easily accessible to the residents of
Crest Hill and Joliet, i.e., within 15 minutes normal travel time of the proposed facility. As set forth
above, Silver Cross Renal West is currently operating above and Fresenius Plainfield will likely
exceed the State Board's target utilization before the proposed facility becomes operational.
Moreover, because Sun Health is not a network provider for many commercial payors, it is not a
viable alternative for may residents of Crest Hill and Joliet. See Sun Health impact letter dated March
25, 2010 relating to Project No. 10-020 and Sun Heaith impact letter dated November 23, 2010
relating to Project No. 10-066. As a result, it is not an option for many dialysis patients with
commercial insurance residing in Crest Hill and the west side of Joliet.

Additionally, the Applicants are planning to offer in center nocturnal dialysis at the Crest Hill facility.
In March 2008, DaVita began offering nocturnal dialysis at some of its facilities. Nocturnal dialysis
has been found to be a more desirable alternative to conventional dialysis based upon dose, duration
and frequency. Studies have found that due to the longer treatment times (nocturnal dialysis
treatments generally last from 8 to 10 hours compared to 4-5 hours for conventional dialysis}, there is
better removal of wastes, electrolytes and minerals. It is gentler on the patient’s vascular system as
blood flow and dialysate flow rates are typically lower. Moreover, patients on nocturnal dialysis
generally have stronger clinical values, lower drug usage, improved nutrition, better quality of life,
lower mortality rates and lower hospitalizations than patients on conventional dialysis. Information
regarding the nocturnal dialysis program is attached at Attachment — 12C.

As stated, nocturnal dialysis improves the quality of life of the patients who choose this treatment
option. It is a viable alternative for working patients, patients with child care needs, and patients who
want more flexibility in their lives and do not want to schedule their lives around dialysis treatments.
Patients generally arrive for treatment in the evening and sleep during treatments, “lights out” occurs
around 11 p.m. Treatments last between 8 and 10 hours and are usually finished at or around 5 a.m.

The Applicants anticipate the proposed facility will have guality outcomes comparable to other DaVita
facilities.

Additionally, 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 guality care
for dialysis providers - dialysis adequacy, fistula use rate, nutrition and bone and mineral metabolism.
Adherence to these standard measures has been directly linked to 15-20% fewer hospitalizations.
On each of these measures, DaVita has demonstrated superior clinical outcomes, which directly
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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.
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Northeast Nephrology Consultants, Ltd

815 North Larkin Avenue, Suite 205 1300 Copperfield Avenue, Suite 1080
Joliet, Illinois 60435 Joliet, Illinois 60432

December 22, 2010

Dale Galassie

Chair

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

Springfield, 1llinois 62761

Dear Chairman Galassie:

I am a nephrologist in practice with Northeast Nephrology Consultants, Ltd (“NENC”) and will
be the Medical Director of DaVita - Crest Hill Dialysis. 1 am writing on behalf of NENC in
support of DaVita’s proposed establishment of a 12-station dialysis facility to be located at
20660 Caton Farm Road, Crest Hill, 1llinois (the “Proposed Facility”). Average utilization of
existing dialysis facilities located within 30 minutes normal travel time of the Proposed Facility
is 84%. Based upon data submitted to The Renal Network, average utilization of these existing
dialysis facilities has increased nearly 13% over the past three years from 75% as of January 1,
2008 to 84% as of September 30, 2010. Based upon the current obesity epidemic and the aging
population in and around Crest Hill, we anticipate demand for dialysis to continue to increase.
A new 12-station dialysis facility will increase access to dialysis services to my growing end
stage renal disease (“ESRD™) patient population.

Over the past three years NENC treated 153 ESRD patients in 2007, 166 ESRD patients in 2008,
and 187 ESRD patients in 2009. The total number of patients treated by NENC by physician,
facility, and zip code of residence for the most recent threc years as reported to The Renal
Network is attached hereto at Attachment 1. Currently, NENC is treating 219 ESRD patients.
This year NENC referred 75 patients for in-center hemodialysis.

Additionally, NENC is currently treating 130 pre-ESRD patients that reside in and around Crest
Hill. Utilizing a 35% attrition rate due to transplant, return of function, death or relocation, we
project 84 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 the Proposed Facility. A total
number of pre-ESRD patients by physician and zip code is attached hereto as Attachment 2. No
patients will be transferred from other arca providers to the Proposed Facility.

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 knowledge.

Hets2 Attachment — 12B
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[ support the proposed establishment of DaVita — Crest Hill Dialysis.

Sincerely,

EW&O\P%\

Naila Ahmed, M.D.
815 North Larkin Avenue, Suite 2035
Joliet, Illinois 60435

1300 Copperficld Avenue, Suite 1080
Joliet, Illinois £0432

Subscribed swom to me
Ttﬁs?ﬂ’c’i‘ﬁ’?jf @ , 2010

Notary Public

*OFFICIAL SEAL®

Carole N. Banas

Notary Pubfic, State of linois
DuPage County
My Commission Explras Aug. 27, 2014
2

118143.1

attachment — 12B

4




ATTACHMENT 1

HISTORICAL REFERRALS

' Zip | 2007°+| 2008 | -2009
Facility .| Code -| Patients:| Patients | Patients :

Silver Cross Renal Center 60403 1 1 1
60421 0 0 1

60423 0 1 0

60431 0 1 1

60432 14 14 15

60433 8 12 14

60434 1 1 1

60435 5 4 3

60436 5 7 5

60439 1 0 1

60441 9 7 6

60442 2 1 1

60446 2 2 2

60448 1 2 4

60451 8 6 5

60477 1 1 0

Total - Silver Cross Renal Center 58 60 60

Silver Cross Renal Center - Morris 60407
60408
60410
60416
60420
60421
60447
60450
60451
60474
60481
60020
61341
61350
61364

—

Total - Silver Cross Renal Center - Morris 1

Silver Cross Renal Center - West 60403
60404
60407
60408
60410
60419
60421
60431
60432
60433

NI B IO=2IoCINO (|22 (2 ]l0C =2 NIOC [N ]|—
NGO 2 OO INIOCINI= |00 Q|| |ajaiw|=NIC
SWw2|0Q|>|wiNOICN|C (w2 (2]loje =] iNMN~ N[O
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| Zip- | 12007 -] > 2008 2009

‘ Facility { ~Code | Patients:| Patients | Patients
Silver Cross Renal Center - West 60434 2 1 0
60435 19 25 33

60436 9 6 9

60440 0 2 2

60441 1 1 5

60442 1 1 1

60446 5 6 6

60448 2 1 1

60451 1 1 0

60455 1 0 3

60481 0 1 1

60503 1 0 0

60516 1 0 0

60544 3 4 4

60586 5 6 6

60658 1 1 0

60803 0 1 1

60920 0 0 1

Total - Silver Cross Renal Center - West 81 89 110
Grand Total 153 166 187

2
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ATTACHMENT 2
PRE-ESRD PATIENTS

Zip | Patient
.~ Code Initials’

60403 HS
RN
RS
DB
LM
sC
60404 LC
NC
NG
HD
JC
KR
60407 DT
60410 VK
HR
BG
MS
NC
RM
60421 SH
WO
60423 CM
60431 KS
RF
WM
DG
JF
RM
wWC
WL
MA
60432 CM
EB
60433 AR
LS
CG
cS
HJ
60434 SD
60435 BC
CC
CcG
EM
EM
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~Zn
Code

Patient
Initials

FD

JK

JP

KJ

LW

MB

MD

MN

MS

NB

NH

NN

RD

RV

SC

AB

CL

DB

EW

LO

D

AG

EA

JC

KW

LH

oC

DK

NJ

SL

60436

CH

KM

KM

LT

TG

VR

LG

DC

JM

JS

5G

SH

JM

SJ

60439

MD

RK

60440

SF

T
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Zip
Code

Patient
Initials - s

JH

VG

60441

MG

NO

PE

RM

60443

GD

WD

60446

ML

RC

WC

PN

MM

60447

KK

RM

AG

™

60451

MF

FM

JA

60467

PB

AC

60481

BO

HT

JH

JP

RS

DD

60544

BS

DF

LP

MD

60556

AC

60585

DP

80586

AB

60935

HP

LM

MF

GD

Total

130

15
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Overview of Nocturnal Dialysis

" DaVita.

Overview of

*-ﬂ

Nocturnal Dialysis

Dr. Francisco is a DaVita Nephrologist in Wichita,
Kansas currently prescribing nocturnal dialysis for

some of her patients.

Written by Dr. Linda Francisco

Conventional
hemodialysis shortfalls

It 15 well known that the mortality rate of
patients undergoing maintcnance hemodialysis
remains unacceptably high. An extremely high
morbidity and a relatively low quality of life has also
been observed in the chronic hemodialysis patient,
The institution of more intensive dialysis regimens
appears to improve morbidity and, possibly,
mortality among this patient population, although
studies are still badly nceded for the evaluation of

mortality improvement. Compared to conventonal »

regimens, hemodialysis associated with longer
duration and/or higher frequency correlates with
enhanced outcomes as defined by improved
laboratory and decreased usage of erythropoiten,
with improved Kt/V values. With this in mind,
nocturnal hemodialysis was introduced as a more
desirable altemative to conventional dialysis. It was
thought that noctumal dialysis could provide
superior dialysis based on dosc, duration, and
frequency. It also takes advantage of the rather
unproductive time during the nightly sleep.

Tl

About nocturnal
hemodialysis treatment

Nocturnal hemodialysis can be cither done at
home or in center.  Nocturnal hemodialysis at
home is generally performed 5-7 nights per week
during sleep for a variable amount of time, based
upon the length of sleep usually desired. This can be
from 6-12 hours. In-center hemodialysis is generally
performed 3 nights per week for 8-10 hours
depending on the center availability. In either home
or in-center nocturnal hemodialysis, the dialysate
composition is a sodium bath of 140 mEq/L, a
potassium bath of 2 mEq/L, a bicarbonate bath of
28-33 mEq/L, with a calcium concentration of 2.5-
4.0 mEq/L. A highcr dialysate calcium is prescribed
for patients with high ultrafiltration volumes, The
blood low rate is generally 200300 cc/min,
depending on clearances, and the dialysate flow rate
is anywhere from 100 cc/min to 800 cc/min. The
in-center noctumal hemodialysis would tend to
favor the higher end of blood and dialysatc flows
since the actual time per week on dialysis is less than
on home noctumal hemodialysis, i.e. 3 days versus 5

& Noctgraal D,(:I\/ffa
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Overview of Nocturnal Dialysis

days per week. The t{picé] ultrafiltration volume is
1-2 liters, with a range of 1-7 liters per dialysis
treatment. Any dialyzer membrane can be used,
including smaller surface area dialyzcrs, but most
centers use high-flux dialyzers. In addition,
nocturnal hemodialysis can be performed with any
hemodialysis machine and existing machines can be
modified for the requirements of the longer dialysis
treatment. Dialyzer reuse can be used and the usual
technique of reuse is applied. Anticoagulation is also
used and it accounts for approximately 1,000 U of
heparin per hour of dialysis.

Nocturnal dialysis
vascuiar access

Vascular aceess for nocturnal dialysts is the
same as it is for any hemodialysis. Central venous
catheters are used, although these arc considered
lcss popular, especially with the fistula-first injuative.
Preferably, arteriovenous fistulas are used,
Arteriovenous gralts have also been successful in
nocturnal dialysis.

\ o machina

\3‘3

17

In-center vs. at-home
nocturnal dialysis

As mentioned above, nocturnal hemodialysis
can be performed at home or in the dialysis facility.
If home hemodialysis is done at night, remote
monitoring has been done via regular telcphone
lines or the Internet.

Live monitoring provides the following benefits:

% It helps prevent blood from clotting in an idle
extracorporeal system.

% It provides reassurance to the patent.

% It ensures compliance,

+ It aids in the collection of data.

If performed in the dialysis facility, nursing
personnel provide the same benefits.

In addidon to the monitoring performed above,
there are other safety measures that can be
employed with in-center or home nocturmal
hemodialysis, such as inexpensive moisture sensors

that are placed strategically on the floor to detect
dialysate and/or blood leaks. Their use should be
considered an obligatory safety measure.

Which patients should consider
home nocturnal dialysis?

Patient groups that can be prefercntially
targeted for recruitment for home nocturnal
hemodialysis include paticnts who are followed in a
chronic kidney disease clinic prior to development of
end stage kidney disease. This prevents the state of
dependence frequently encountered in an in-center
unit. Training can be instituted very early and
patients can recognize the benefits of sell-care
settings. Another group that can be targeted
includes patents who are ineligible for kidney
transplantation, in that nocturnal dialysis can be
viewed as the modality of independence closest to

<
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Overview of Nocturnal Dialysis

kidney transplantation. Anather group to be
considered for home or in-center nocturnal
hemodialysis includes those with significant
morbidities such as cardiac disease, diabetes
melhtus, severe hypertension, dialysis-related
symptoms and/or large interdialytic weight gain.
Patients who fail chrenic ambulatory peritoneal
dialysis, yet want to maintain some degree of
independence, should also be considered for home
nocturnal hemodialysis. The final group that is very
frequently benefited by nocturnal hemodialysis,
whether, in-center or home, include large-sized
patients and patients not adequately dialyzed
because of poor blood low in their access.

Quality-of-life improvements
from nocturnal hemodialysis

Nocturnal hemodialysis is usually associated
with marked benefits including improved solute
clearance and quality of life. Paticnts will declarc
their improvement of quality of life aimost
uniformly, There is also noted to be much better

blood pressure control and a reduction of
medication requirements for control of
hypertension. Urea and phosphorus clearances have
been increased with noctumal hemodialysis. Better
hemoglobin values with less erythropoiten usage
have also been reported. Some have suggested an
enhanced survival, however, this requires further
analysis. At present, therc are no published
randomized trials of nocturnal hemodialysis, As a
result, some investigators [eel that studies comparing
nocturnal hemodialysis to conventional hemodialysis
should be performed to betier undersiand the
bencfits of nocturnal hemodralysis. h s

In summary, nocturnal hemodialysis done at
home or in—center offers another modality of care
for the patient with end-stage renal disease and
should be available to patients. Further studies are
rcquired to evaluate the benefits and indications for
its usage.

The statersents and opinions conlaimed in this arlicle sre based upon the
resenrch and views of the author, and do not recessarly reflect the opinions of
DaVito inc. or any affillaled company, DaVila does not warrant, ellher expressly
o7 by implication, the factua) accuracy of the articles herein, nor does i warmant
any views of opinions offered by the author of such articles. if you have any
questions mgarding infermation in this aricdle, please contact the author
directty.

€ 2007 DaVita Inc. All ights roservad.

3 1
Knowmon  Daita.
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Clinécal Educetion

Nocturnal Hemodialysis

A five-minute Homeroom Lesson

- L}
noc-tur-nal X(nOk-tar ndl)
adj.
1. Of, relating to, or occurring in the night: nocfurnal stillness.
2. Botany Having flowers that open during the night.
3. Zoology Most active at night; noctumal animals (Free Dictionary, 2007)

More and more DaVita centers are now offering nocturnal dialysis. To learn about this
treatment option, consider reviewing the following questions in one of your Homeroom Meetings.

What is nocturnal hemodialysis? What would a typical in-center treatment look like?

» Patients arrive at the center in the evening and dialyze during the night.
To improve comfort, patients are asked to bring their own pillows,
blankets, and toothbrushes.

» To encourage sleep, “lights out” occurs around 11pm.

e The treatment is usually over at about Sam.

e While physician orders may vary, treatments frequently include eight (8) hours of
dialysis three(3) times a week.

What advantages are there to this longer dialysis treatment?
e Longer treatment time > Better removal of wastes > Less urea in the blood
-> better appetite, less anemia (lower EPO dosages), less neuropathy, less fatigue ...
: . -, e Longer treatment time - Better removal of electrolytes & minerals - Fewer
. "Aiming potassium and phosphorus restrictions (less need for phosphate-binders).

for. . o Longer treatment time = Less fluid removed per hour ( lower UF rates) =

?;tt:';a" \ Decreased risk of hypotension (“crashing”} or cramping, less “recovery time " post
than ) treatment (less likely to feel washed out) > Decreased need for antihypertensive
just medications (blood pressure medications).

adequate e Longer treatment time = a gentler dialysis (blood flow and dialysate flow rates are

dialysis.” E typically lower — like a “delicate wash cycie”).

Chama, 2005 + o FHigher survival rates. According (o a study by Charra (2005), the death rate per 1000

: patient years was 52.4 deaths in the group with longer dialysis treatment (8 hours,
3/week) vs. 99 deaths, almost twice as high, in the group with more traditional style
dialysis. The researchers believed better survival was in part due to a lower pre-
dialysis mean arterial pressure (MAP) that was present in the longer treatment group.

What are the numbers? Where is this option available?

o AsofJuly 1, 2007 DaVita’s in-center nocturnal program included 180 patients in 20
dialysis centers. By the end of this year, DaVita’s goal is to increase these numbers to
500 patients in 70 centers.

» Nocturnal hemodialysis can also occur at home. Currently DaVita has seven noctur-
nal home programs and 24 patients.

e Programs will soon be located throughout the country. Ask your FA or your regional
director for the centers located closest to you.

s For more information, go to hitp://villageweb davita,com/index.shtmi?act=dept) & DepartmentiD=228 .

Thanks for your interest in learning!

Homeroom Lesson the Clinical Education Team
JU]y 2007 donna.swartzerAmber/Aidavita com
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Section Hl, Project Purpose, Background and Alternatives — Information Requirements
Criterion 1110.230{c), Project Purpose, Background and Alternatives

Alternatives

The Applicants explored several options prior to determining to establish a 12-station dialysis facility.
The options considered are as follows:

a. Do nothing;
b. Utilize existing facilities,
‘ c. Establish a new facility
After exploring these options, which are discussed in more detail below, the Applicants determined to

‘ establish a 12-station facility. A review of each of the options considered and the reasons they were
rejected follows.

Do Nothing

Currently, there five operational dialysis facilities within 30 minutes normal travel time of the proposed
dialysis facility. As'shown in the table below, average utilization of these facilities is above the State
Board’s 80% target utilization.

Table 1110.230(b){1)
Utilization of Facilities within 30 Minutes of Proposed Facility .
09/30/2010 : .
o Facility Stations | Patients - Utilization
Silver Cross Renal West 29 152 87%
Fresenius Plainfield 12 46 64%
Sun Health i7 56 55%
Fresenius Bolingbrook 24 121 B4%
Silver Cross Renal Center 14 89 106%
Total Utilization - Existing Facilities 96 464 81%

Importantly, utilization has increased approximately 6% in each of the last two years. Based upon the
current obesity epidemic and aging population, utilization is expected to continue to increase.
Assuming utilization continues to increase by 6% per year, most of the facilities within 30 minutes
normal travel time of the proposed facility will reach or exceed 80% utilization within in the next two
years. Moreover, as shown in the physician referral letter attached at Attachment — 13A, there are
currently 130 pre-ESRD patients that reside in Crest Hill and Joliet. Assuming 35% attrition due to
transplant, return of function, death or relocation, 84 of these patients will initiate dialysis within the
next 12 to 24 months. Accordingly, there will not be sufficient capacity within the proposed facility's
geographic service area to accommodate all of these projected referrals.

Additionally, only three facilities are within 15 minutes normal travel time of the proposed facility. This
is important because transportation is frequently an issue as many dialysis patients are reliant on
friends and family, public transportation, non-emergency transportation providers, and nursing home
staff to make their dialysis appointments three days per week. Patients are generally at the facility for
treatments for four to five hours for each dialysis session. The transporting friend, family member or
caregiver usually does not wait with the patient during treatment. This means the transporter must
make two trips to drop off and return patients to home. With both private and public transportation,
patients are often waiting for rides. This is particularly difficult for nursing home patients who miss
meals because of trips for dialysis treatments. They cannot cook for themselves and they are not
offered meals by the facility or transportation companies. Accordingly, it is important that dialysis
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facilities are located close to patients’ homes to minimize the time and expense of travel, especially
for frail patients. If dialysis facilities are not proximately located to patients, they are also more likely
to miss treatments or forego dialysis altogether, which could result in their demise.

As set forth in Criterion 1110.230(b) two facilities will likely exceed the State Board's 80% standard
utilization within the next two years. As stated in Section 1110.230(b), the third facility, Sun Health, is
not a network provider for many commercial payors and not a feasible- alternative for many dialysis
patients.  Accordingly, within two years, or by project completion, there will be a need for additional
dialysis stations in the Crest HilllWest Joliet area.

Also, maintaining the status quo is not feasible because of capacity issues created by increased
prevalence of dialysis. As discussed in other narratives,there is a significant African-American and
Hispanic population in the area which this facility plans to serve and Will County's senior population is
growing at an enormous rates. These three demographic groups have a much higher incidence and
prevalence of ESRD than the general population. Additionally, African-American and Hispanic
populations suffer from health disparities that maintaining the status quo will only exacerbate.

With regard to need for services, patients are fortunately living longer on dialysis. This is due to
improved approaches to renal replacement therapy which have improved the quality of dialysis
therapy and patient outcomes. Most -notably, the National Kidney Foundation-Dialysis Outcomes
Quality Initiative (NKF-DOQI} clinical practice guidelines for hemodialysis adequacy have been
broadly implemented and set standards for measuring adequacy, for dosing hemodialysis, for
measuring predialysis and postdialysis blood urea nitrogen (BUN) ievels and for maximizing patient
adherence. The implementation of these clinical practice guidelines has vastly improved care as has
the near elimination of dialyzer reuse and the universal administration of anemia management
drugs. Years ago, dialysis patients survived on dialysis for only two to four years but now the
average survival rate is almost six years (2007 USRDS Annual Report). All that said, with patients
living longer, there is a greater need for dialysis services.

Finally, the status quo is not a viable alternative notwithstanding the fact that a Fresenius Medical
Care dialysis facility was approved in Lockport in late 2009. The Lockport facility is being built to
accommodate patients in different zip codes who are patients of nephrologists, Dr. Daniel McCormick
and Dr. Ronald Hamburger of Southwest Nephrology Associates whose patient base is growing
substantially. From 2006 to 2008, this group increased its number of ESRD patients from 325 to 472,
a 37% increase. These physicians do not serve patients in the Joliet area. Lockport is just a couple
of miles from the Cook County line and the SWNA physicians have office locations in the Cook
County suburbs of Evergreen Park and Orland Park. The physicians currently refer their patients to
Cook County facilities substantially farther east of Lockport and the proposed Crest Hill facility.

While the “do nothing” alternative would result in no cost to the Applicants, it would result in
decreased access to life sustaining dialysis to residents in the Crest Hil/West Joliet area.
Accordingly, the Applicants rejected this alternative.

Utilize Existing Facilities

There five operational dialysis facilities within 30 minutes normal travel time from the proposed
dialysis facility; however only three facilities are proximately located to Crest Hill and Joliet. As set
forth above, transportation is frequently an issue for dialysis patients and dialysis facilities must be
located close to patients homes to minimize the time and cost of travel to and from the dialysis facility.
If dialysis is not convenient, it may be difficult for a patient to find someone to transport them to and
from their dialysis appointments three days per week. Accordingly, dialysis patients may frequently
miss treatments or forego dialysis altogether, resulting in renal failure or death.

The three facilities located within 15 minutes normal travel time of the proposed facility are Silver

Cross Renal West, Fresenius Plainfield and Sun Health. Based upon the most recent data available
from the Renal Network, Silver Cross Renal West is operating at 87%, well above the State Board's
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80% utilization standard and Fresenius Plainfield, which commenced operations in early 2010, is
already operating at 64% and likely to exceed 80% within the next two years. While Sun Health is
currently operating below the State Board's standard utilization rate, it does not have sufficient
capacity to accommodate ali of the projected referrals. More importantly, Sun Health is not a network
provider for many large commercial payors. See Sun Health impact letter dated March 25, 2010
relating to Project No. 10-020 and Sun Health impact letter dated November 23, 2010 relating to
Project No. 10-066. As a result, it is not an option for many dialysis patients with commercial
insurance residing in Crest Hill and the west side of Joliet. DaVita is a network provider for several
major insurance carriers and would better accommodate the growmg demand for dialysis services in
Crest Hill and Joliet.

While utilization of existing providers would result in no cost to the applicant, due to convenience,
utilization and payor issues with existing providers, this alternative was rejected.

Establish a New 12-Station Dialysis Facility

Based upon convenience, current utilization of existing facilities and the projected number of pre-
ESRD patients that will require in-center hemodialysis within the next 12-24 months, the only feasible
option is to add a 12-station dialysis facility. This alternative will ensure residents of Crest Hill and
Joliet have continued access to life sustaining dialysis treatment. The cost of this alternative is
$1,984,179.

Table 1110.230(c)
Alternatives to Proposed Project
Cost Benefit Analysis
Alternative Con:let:lmty Access Cost Status
Do Nothing Not Met Decreased $0 " Reject
Utilize Existing Facilities Not Met Decreased $0 Reject
Establish New Facility Met Increased $1,984,179 Accept

112907.5
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Northeast Nephrology Consultants, Ltd .

815 North Larkin Avenue, Suite 205 1300 Copperfield Avenue, Suite 1080
Joliet, Illinois 60435 Joliet, Illinois 60432

December 22, 2010

Dale Galassie

Chair

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

Springfield, Mlinois 62761

Dear Chairman Galassie:

] am a nephrologist in practice with Northeast Nephrology Consultants, Ltd (“NENC”) and will
be the Medical Director of DaVita — Crest Hill Dialysis. I am writing on behalf of NENC in
support of DaVita’s proposed establishment of a 12-station dialysis facility to be located at
20660 Caton Farm Road, Crest Hill, Illinois (the “Proposed Facility”). Average utilization of
existing dialysis facilities located within 30 minutes normal travel time of the Proposed Facility
is 84%. Based upon data submitted to The Renal Network, average utilization of these existing
dialysis facilities has increased nearly 13% over the past three years from 75% as of January 1,
2008 to 84% as of September 30, 2010. Based upon the current obesity epidemic and the aging
population in and around Crest Hill, we anticipate demand for dialysis to continue to increase.
A new 12-station dialysis facility will increase access to dialysis services to my growing end
stage renal disease (“ESRD”) patient population,

Over the past three years NENC treated 153 ESRD patients in 2007, 166 ESRD patients in 2008,
and 187 ESRD patients in 2009. The total number of patients treated by NENC by physician,
facility, and zip code of residence for the most recent three years as reported to The Renal
Network is attached hereto at Attachment 1. Currently, NENC is treating 219 ESRD patients.
This year NENC referred 75 patients for in-center hemodialysis.

Additionally, NENC is currently treating 130 pre-ESRD patients that reside in and around Crest
Hill. Utilizing a 35% attrition rate due to transplant, return of function, death or relocation, we
project 84 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 the Proposed Facility. A total
number of pre-ESRD patients by physician and zip code is attached hereto as Attachment 2. No
patients will be transferred from other area providers to the Proposed Facility.

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 knowledge.

i16143.2 Attachment — 13A
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[ support the proposed establishment of DaVita - Crest Hill Dialysis.

Sincerely,

ool 30—

Maila Ahmed, M.D.
813 North Larkin Avenue, Suite 205
Joliet, Nllinois 60435

1300 Copperfield Avenue, Suite 1080
Joliet, llinois 60432

Subseribed swormn 1o me
;,wﬁ?d

This{ A AR of o Le_s 2010

Notary Public

‘OFFICIAL SEAL"
Carolo N, Banas
Notary Public, State of lincis

DuPage
My Commission Expires Aug. 27, 2044

1161431
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ATTACHMENT 1
HISTORICAL REFERRALS

Facility -

Zip

o 1 2007
Code

Patients

Silver Cross Renal Center

60403

1

60421

o

60423

60431

60432

60433

60434

60435

60436

60439

60441

60442

60446

60448

60451

60477

=R I (@2 | =0 A (OO

=S DN |N|O |

OO |8 [N =0 | = O W

Total - Silver Cross Renal Center

13,]
[~

2]
o

-]
(=]

Silver Cross Renal Center - Morris

60407

60408

60410

60416

60420

60421

60447

60450

60451

80474

60481

60820

61341

61350

61364

Total - Silver Cross Renal Center

- Morris

—

Silver Cross Renal Center - West

60403

60404

60407

60408

60410

60419

60421

680431

60432

60433

NN |IO|= OO0 (== 2 (2O Q = N[O (=[O =N =

~NhnMO (= ([ONO(N|C(ON[2|lCjOoCN]|=|=]lajw|(=IN|C

ORON (W= ([CC(= WM |N[O(COIN|C|= = O (& (== NN =N O

—_—
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o Zip 2007 | 2008 | - 2009

Facility . © Code | Patients | Patients | Patients

Sitver Cross Renal Center - West 60434 2 1 0
60435 19 25 33

60436 9 6 9

60440 0 2 2

60441 1 1 5

60442 1 1 1

60446 5 6 6

60448 2 1 1

60451 1 1 0

60455 1 0 3

60481 0 1 1

60503 1 0 0

60516 1 0 0

60544 3 4 4

60536 5 6 6

60658 1 1 0

60803 0 1 1

60920 0 0 1

Total - Silver Cross Renal Center - West 81 89 110
Grand Total 153 166 187
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ATTACHMENT 2
PRE-ESRD PATIENTS

“Zip T

Code

-Patient
Initials

60403

HS

RN

RS

DB

LM

SC

60404

LC

NC

NG

HD

JC -

KR

60407

DT

60410

VK

HR

BG

MS

NC

RM

60421

SH

WO

60423

cM™

60431

KS

RF

WM

DG

JF

RM

wC

WL

MA

60432

CM

EB

60433

AR

LS

cG

CS

HJ

60434

sD

60435

BC

CC

CG

EM

EM
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Zip
Code

" Patient
. Initials

FD

JK

JP

KJ

LW

MB

MD

MN

MS

NB

NH

NN

RD

RV

5C

AB

CL

DB

EW

LO

D

AG

EA

JC

KW

LH

oC

DK

NJ

SL

60438

CH

KM

KM

LT

TG

VR

LG

DC

JM

JS

5G

SH

JM

SJ

60439

MD

RK

60440

SF

{€)r4
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Zip | Patient .
- Code | © 'Initials -~
JH
VG
60441 MG
NO
| PE
| RM
‘ 60443 GD

WD
60446 ML
RC
| WC
‘ PN
| MM
60447 KK
RM
AG
™
60451 MF
FM
A
60467 PB
AC
60481 BO
HT
H
P
RS
DD
60544 BS
DE
LP
MD
60558 AC
60585 DP
60586 AB
HP
LM
MF

60935 GD
Total 130
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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 12-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
4,320 to 6,240 gross square feet for twelve dialysis stations.
proposed dialysis facility is 6,210 gross square feet. Accordingly, the proposed facility meets the State

The total gross square footage of the

standard.
T - SIZE OF PROJECT -
~ DEPARTMENT/SERVICE PROPOSED STATE ‘ DIFFERENCE MET .
BGSF/DGSF STANDARD o ' STANDARD?
Meets State
ESRD 6,210 4,320 — 6,240 0 Standard

1129075
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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, the proposed facility’s annual utilization 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.

As shown in the referral letter attached at Attachment 15-A, NENC is currently treating 130 stage 4 and
stage 5 chronic kidney disease (“CKD") patients who will likely be referred to the proposed dialysis facility.
Assuming a 35% attrition rate due to death, transplant, return of function and relocation, approximately 67
of the current stage 4 and stage 5 CKD patients will initiate traditional in-center hemodialysis at the
proposed dialysis facility.

Table 1110.234(b}) -
Utilization .
Dept./ Service Historical Projected State Standard | Met Standard?
Utilization Utilization ‘
_ _ {Treatments) _ "
Year 1 ESRD N/A 9,616 8,986 Yes
Year 2 ESRD NIA 10,097 8,986 Yes

Attachment — 15
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Northeast Nephrology Consultants, Ltd

815 North Larkin Avenue, Suite 205 1300 Copperfield Avenue, Suite 1080
Joliet, Illinois 60435 Joliet, Illinois 60432

December 22, 2010

Dale Galassie

Chair

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

Springfield, Illinois 62761

Dear Chairman Galassie:

I am a nephrologist in practice with Northeast Nephrology Consultants, Ltd (“NENC”} and will
be the Medical Director of DaVita — Crest Hill Dialysis. I am writing on behalf of NENC in
support of DaVita's proposed establishment of a 12-station dialysis facility to be located at
20660 Caton Farm Road, Crest Hill, [llinois (the “Proposed Facility™). Average utilization of
existing dialysis facilities located within 30 minutes normal travel time of the Proposed Facility
is 84%. Based upon data submitted to The Renal Network, average utilization of these existing
dialysis facilities has increased nearly 13% over the past three years from 75% as of January 1,
2008 to 84% as of September 30, 2010. Based upon the current obesity epidemic and the aging
population in and around Crest Hill, we anticipate demand for dialysis to continue to increase.
A new 12-station dialysis facility will increase access to dialysis services to my growing end
stage renal disease (“ESRD”) patient population.

Over the past three years NENC treated 153 ESRD patients in 2007, 166 ESRD patients in 2008,
and 187 ESRD patients in 2009. The total number of patients treated by NENC by physician,
facility, and zip code of residence for the most recent three years as reported to The Renal
Network is attached hereto at Attachment 1. Currently, NENC is treating 219 ESRD patients.
This year NENC referred 75 patients for in-center hemodialysis.

Additionally, NENC is currently treating 130 pre-ESRD patients that reside in and around Crest
Hill. Utilizing a 35% attrition rate due to transplant, return of function, death or relocation, we
project 84 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 the Proposed Facility. A total
number of pre-ESRD patients by physician and zip code is attached hereto as Attachment 2. No
patients will be transferred from other area providers to the Proposed Facility.

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 knowledge.

P
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[support the proposed establishment of DaVita - Crest Hill Dialysis.

Sincerely,

L’W&M

Naila Ahmed, M.D.
815 North Larkin Avenue, Suite 205
Joliet, Illinois 60435

13C0 Copperficld Avenue, Suite 1080
Joliet, Ilinois 60432

Subscn worn to me
’ﬁ‘é%?:f , 2010

Notary Public

"OFFICIAL SEAL”
Carolo N. Banas
Nutary&ubﬁc. State of Minois

My Gormnlasbf\ag;im Aug. 27,2014

1161431
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ATTACHMENT 1

HISTORICAL REFERRALS
S .| Zip | ,2007. | 2008 | 2009
g v Facility i Code: | Patients | Patients | Patients:
Silver Cross Renal Center 60403 1 1 1
60421 0 0 1
60423 0 1 0
60431 0 1 1
60432 14 14 15
60433 8 12 14
60434 1 1 1
60435 5 4 3
60436 5 7 5
60439 1 0 1
60441 9 7 6
' 60442 2 1 1
60446 2 2 2
60448 1 2 4
60451 8 6 5
60477 1 1 0
Total - Silver Cross Renal Center 58 60 60

Silver Cross Renal Center - Morris 60407
60408
60410
60416
60420
60421
60447
60450
60451
60474
60481
60920
61341
61350
651364

b

Total - Siiver Cross Renal Center - Morris 1

Silver Cross Renal Center - West 60403
60404
60407
60408
60410
60419
60421
60431
60432
60433

~NNnbiClalCOoINIRlA|a|(ala2 (2002 MN[O=|CIN|(=2|N]|—=
=N |NO 2|2 O NDH OO |INS|=|O|0|CON |2 =] |w|(=]|N|D
QR NIW = |CIO|= W~ QO INO|a2]2 ||| 2|2 NIN|= (N0

—
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- Zip 2007 2008 | 2009

5 Facility Code | Patients | Patients | Patients
Silver Cross Renal Center - West 60434 2 1 0
60435 19 25 33

60436 9 6 9

60440 0 2 2

60441 1 1 5

60442 1 1 1

60446 5 6 6

60448 2 1 1

60451 1 1 0

60455 1 0 3

60481 0 1 1

60503 1 0 0

60516 1 0 0]

60544 3 4 4

60586 5 6 6

60658 1 1 0

60803 0 1 1

60920 0 0 1

Total - Silver Cross Renal Center - West 81 89 110
Grand Total 153 166 187
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ATTACHMENT 2
PRE-ESRD PATIENTS

.- Zip_ | Patient.
Code | Initials .~
60403 HS
RN
RS
DB
LM
5C
60404 LC
NC
NG
HD
JC
KR
60407 DT
60410 VK
- HR
| BG
MS
NC
RM
60421 SH
' wO
60423 CcM
60431 KS
RF
WM
DG
JF
RM
wWC
WL
MA
60432 CM
EB
60433 AR
LS
CG
CS
HJ
60434 SD
60435 BC
CcC
CG
EM
EM

Ho




- Zip

Code

~ Patient

Initials

FD

JK

JP

K.J

LW

MB

MD

MN

MS

NB

NH

NN

RD

RV

SC

AB

CL

DB

Ew

LO

0

AG

EA

JC

KW

LH

ocC

DK

NJ

SL

60436

CH

KM

KM

LT

TG

VR

LG

DC

JM

JS

SG

SH

JM

SJ

60439

MD

RK

60440

SF

W
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Zip "~ Patient
" Code | .. Initials -
JH
VG
60441 MG
NQO
PE
RM
60443 GD
wD
60446 ML
RC
WC
PN
MM
60447 KK
RM
AG
™
60451 MF
FM
JA
60467 PB
AC
60481 BO
HT
JH
| JP
RS
DD
60544 BS
DF
LP
MD
60556 AC
60585 DP
60586 AB
HP
LM
MF

60935 GD
Total 130
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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 include unfinished space designed to meet an anticipated future demand for service.

Accordingly, this criterion is not applicable.

112907.5
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Section IV, Project Scope, Utilization, and Unfinished/Shell 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.

Attachment — 17
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430{b), Planning Area Need

1.

Planning Area Need

The Applicants propose fo establish a 12-station dialysis facility to be located at 20660 Caton
Farm Road, Crest Hill, lllinois in HSA 9. While the State Board's most recent inventory
calculation shows an excess of 51 dialysis stations in HSA 9," a need exists for the 12-stations
requested by the Applicants. As shown in Table 1110.230(b)(1) below, average utilization at
existing facilities within 30 minutes normal travel time of the proposed dialysis facility is above the
State Board’s utilization standard of 80%.

able 1110.14 1430(b
Adjusted
B Distance * Ty Time
Silver Cross Renal West 2.01 miles 4 min 4.6 min 29 154 89%
Fresenius Plainfield 3.51 miles 7 min 8.1 min 12 36 50%
Sun Health 4.30 miles 10 min 11.5 min 17 61 60%
Fresenius Bolingbrook 12.59 miles 18 min 20.7 min 20 116 97%
Silver Cross Renal Center 6.70 miles 19 min 21.9 min 14 85 101%
Average Utilization 92 452 82%

While the State Board has approved twenty-one additional dialysis stations within the past two
years, i.e., Fresenius Lockport (Proj. No. 09-037) establishment of 12-station dialysis facility,
Fresenius Bolingbrook (Proj. No. 10-043) addition of 4 dialysis stations, and Silver Cross Renal
Center {Proj. No. 10-020) discontinuation of existing 14-station dialysis facility and establishment
of 19-station dialysis facility, all of these projects are expected to meet or exceed the State
Board’s utilization standard of 80% within two years of project completion. Accordingly, they will
not be able to accommodate the projected referrals from NENC.

Of note is that none of the new facilities that have been granted CON permits in the two
years, except for Silver Cross Renal Center, have been built in consideration of the needs of the
patients of NENC. Specific to Silver Cross Renal Center, the patient referral data provided by
NENC for that facility does not overlap with any of anticipated patients which support this
application.

2. Service to Planning Area Residents

The primary purpose of the proposed dialysis center is to expand access to life-sustaining dialysis
services to the residents of Crest Hill, Shorewood and west Joliet. As evidenced in the physician
referral letter attached at Attachment — 26A and summarized in Table 1110.1430(b)(3), NENC is
currently treating 130 current stage-4 and stage-5 CKD patients residing in Crest Hill, Shorewood
and west Joliet. Based upon a 35% attrition rate due to transplant, return of function, death or
relocation, 84 current stage-4 and stage-5 CKD patients will require dialysis within the next 12 tp

24 months. As discussed in greater detail below, there are no viable alternatives for these
patients. Therefore, the establishment of a new 12-station dialysis facility in Crest Hill is
warranted.

2|1l Dep’t of Pub. Health, Ill. Health Facilities and Svcs. Review Bd., Addendum to Inventory of Health Care
Facilities, October 1, 2008 — December 17, 2010 {Dec. 17, 2010) available at http:/awww.hfsrb.illinois.gov/pdf/
Other%208Services%20Update%2012-17-2010.pdf (last visited Dec. 30, 2010}).

Attachment — 26
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~ Table 1110.1430(b}3). . =
Pre-ESRD Patients by Physician and City =

_City - . Patients -
Bolingbrook
Braceville
Channahon
Elwood
Essex
Frankfort
Joliet
Joliet/Crest Hill
Joliet/Shorewood
Lemont
Lockport
Matteson
Minooka
New Lenox
QOrand Park
Plainfield
Romeoville
Waterman
Wilmington
Grand Total 130

- (o | |= [

3]
ho

E-N
iy

s
o

D {= [ O (N (W [& (N[N

As shown in Table 1110.1430(b)(1) above, there are only five dialysis facilities within 30 minutes
normal travel time of the proposed dialysis facility. Three facilities, Silver Cross Renal West,
Fresenius Bolingbrock, and Silver Cross Renal Center are currently operating above the State
Board's 80% utilization standard. While the State Board recently approved additional dialysis
stations for Fresenius Bolingbrook' and Silver Cross Renal Center'®, both facilities are projected
1o be above the State Board’s 80% utilization standard within two years of project completion.
See Fresenius Bolingbrook App. pg. 37; Silver Cross App. pg. 133. As a result, neither Fresenius
Bolingbrook nor Silver Cross Renal Center will be able accommodate patient referrals from
NENC.

The addition of Fresenius Lockport (Proj. No. 09-037) will not alleviate access issues in the Crest
Hill, Shorewood and west Joliet areas. Fresenius Lockport is projected to exceed the State
Board's 80% utilization standard by the end of the second year after project completion. See
Fresenius Lockport App. pg. 67. Therefore, Fresenius Lockport will not be able to accommodate
the NENC patient referrals.

4 Fresenius Bolingbrook {Proj. No. 10-043) approved for additional 4 dialysis stations on September
3, 2010.

15 Silver Cross Renal Center (Proj. No. 10-020) approved to discontinue existing 14-station dialysis
facility and establish 19-station dialysis facility on the campus of the Silver Cross replacement
hospital on July 27, 2010

Attachment — 26
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Finally, Fresenius Plainfield and Sun Health are not viable alternatives for NENC'’s patients.
Fresenius Plainfield is a new facility that commeneced operations in early 2010. As set forth in its
application for permit, Fresenius Plainfield is projected to achieve 50% utilization within the first
year after project completion and 100% utilization by the end of the second year after project
completion. Based upon data reported to the Renal Network, Fresenius Plainfield was operating
at 64% utilization as of September 30, 2010. Given actual utilization for the first year after project
completion exceeded the projected utilization, it is highly likely Fresenius Plainfield will be
operating at 100% capacity by June 2011, Accordingly, Fresenius Plainfield is not an option.

While Sun Health is operating at 55% capacity and appears able to accommodate twenty to forty
additional patients, it is not a viable option. As stated in its opposition letters to Silver Cross
Renal Center and Fresenius Joliet, Sun Health is not a network provider for many major
insurance carriers. DaVita is a network provider for nearly all major insurance carriers. The
proposed Crest Hill dialysis facility will be a more viable option than Sun Health for commercial
patients in Crest Hill, Shorewood, and Joliet.

Given the increasing demand for dialysis services and the limited supply of dialysis stations in the
Crest Hill/'Shorewood/Joliet area, there is need for the proposed dialysis facility

‘ 3. Service Demand

| Attached at Attachment — 26A are physician referral letters from NENC and a schedule of pre-
‘ ESRD patients by zip code. A summary of stage-4 and stage-5 CKD patients projected to be
: referred to the proposed dialysis facility within the first two years after project completion is
; provided in Table 1110.1430(b){3)}(B) below.

Table 1110.1430(b}(3)(B) - :
Projected Patient Referrals by Physician and Lp Code

~ Zip Code " Patients

60403
' 60404
60407
60410
60421
60423
60431
60432
60433
60434
60435
60436
60439
60440
60441
60443
60446
60447
60451 *
60467
60481
60544
60556

= NN (D = D= DD

G
[

-
-8

=[N W0 (N BN
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4,

Grand Total 130

Service Accessibility

As set forth throughout this application, the proposed dialysis facility is needed to maintain access
to life sustaining dialysis to residents of Crest Hill, Shorewood and Joliet. As shown in Table
1110.230(b}{1) below, average utilization at existing facilities within 30 minutes normal travel time
of the proposed dialysis facility is above the State Board's utilization standard of 80%.

More importantly, there are three dialysis facilities located in or near Joliet: Silver Cross Renal
West, Fresenius Plainfield, and Sun Health. This is important because transportation is frequentty
an issue for dialysis patients as many are reliant on friends and family, public transportation, non-
emergency transportation providers, and nursing home staff to make their dialysis appointments.
Patients are required to be at the facility for treatments four to five hours at a time, three days a
week. The friend, family member or caregiver usually does not wait with the patient during
treatment. This means the transporter must make two trips to drop off and return patients to
home. Accordingly, it is important that dialysis facilities are located close to patients’ homes to
minimize the time and expense of travel. If dialysis facilities are not proximately located to
patients, it may be difficult for them to arrange transportation to make their appointments or they
make forego dialysis altogether, which could result in their demise.

Based upon the September 30, 2010 data from the Renal Network, Silver Cross Renal West is
operating at 87%, well above the State Board's 80% utilization standard and Fresenius Plainfield,
which commenced operations in early 2010, is aiready operating at 64% and likely to exceed
80% within the next two years. Based upon the physician referral lefter attached at Attachment -
13A, the Applicants anticipate 84 current pre-ESRD patients will initiate dialysis within the next 12
to 24 months. Accordingly, neither Silver Cross Renal West nor Fresenius Plainfield will have
sufficient capacity to accommodate these referrals.

While Sun Health currently has capacity to accommodate some of these referrals, it is not a
viable alternative for many dialysis patients. As acknowledged in impact letters relating o Silver
Cross Renal Center and Fresenius Joliet, Sun Health is not an in-network provider for many
commercial payors. DaVita is a network provider for nearly all major insurance carriers.
Accordingly, the proposed Crest Hill dialysis facility may be a more viable option than Sun Health
for residents of Crest Hill, Shorewood, and west Joliet. Accordingly, there is need for the
proposed facility.

Finally, the Applicants plan to offer nocturnal dialysis. Nocturnal dialysis has been found to be a
more desirable alternative to conventional dialysis based upon dose, duration and frequency.
Studies have found that due to the longer treatment times (nocturnal dialysis treatments generally
last from 8 to 10 hours compared to 4-5 hours for conventional dialysis), there is better removal of
wastes, electrolytes and minerals. It is gentler on the patient as blood flow and dialysate flow
rates are typically lower. Moreover, patients on nocturnal dialysis generally have stronger clinical
values, lower drug usage, improved nutrition, lower mortality rates and lower hospitalizations than
patients on conventional dialysis.

Importantly, nocturnal dialysis improves the quality of life of the patients who choose this
treatment option. It is a viable alternative for working patients, patients with child care needs, and

Attachment — 26
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patients who want more flexibility in their lives and do not want to schedule their lives around
dialysis treatments. Patients generally arrive for treatment in the evening and sleep during
treatment, "lights out” occurs around 11 p.m. Treatments last between 8 and 10 hours and are
usually finished at or around 5 a.m.

Attachment — 26
112907.5

Hq




Northeast Nephrology Consultants, Ltd

815 North Larkin Avenue, Suite 205 1300 Copperfield Avenue, Suite 1080
Joliet, Illinois 60435 Joliet, Illinois 60432

December 22, 2010

Dale Galassie

Chair

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

Springfield, Illinois 62761

Dear Chatrman Galassie:

I am a nephrologist in practice with Northeast Nephrology Consultants, Ltd (“*NENC"} and will
be the Medical Director of DaVita —~ Crest Hill Dialysis. I am writing on behalf of NENC 1n
support of DaVita’s proposed establishment of a 12-station dialysis facility to be located at
20660 Caton Farm Road, Crest Hill, Illinois (the “Proposed Facility”). Average utilization of
existing dialysis facilities located within 30 minutes normal travel time of the Proposed Facility
is 84%. Based upon data submitted to The Renal Network, average utilization of these existing
dialysis facilities has increased nearly 13% over the past three years from 75% as of January 1,
2008 to 84% as of September 30, 2010. Based upon the current obesity epidemic and the aging
population in and around Crest Hill, we anticipate demand for dialysis to continue to increase.
A new 12-station dialysis facility will increase access to dialysis services to my growing end
stage renal disecase (“ESRD™) patient population.

Over the past three years NENC treated 153 ESRD patients in 2007, 166 ESRD patients in 2008,
and 187 ESRD patients in 2009. The total number of patients treated by NENC by physician,
facility, and zip code of residence for the most recent three years as reported to The Renal
Network is attached hereto at Attachment 1. Currently, NENC is treating 219 ESRD patients.
This year NENC referred 75 patients for in-center hemodialysis.

Additionally, NENC is currently treating 130 pre-ESRD patients that reside in and around Crest
Hill. Utilizing a 35% attrition rate due to transplant, return of function, death or relocation, we
project 84 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 the Proposed Facility. A total
number of pre-ESRD patients by physician and zip code is attached hereto as Attachment 2. No
patients will be transferred from other area providers to the Proposed Facility.

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 knowledge.

1161432 Attachment —
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[ 'support the proposed establishment of DaVita - Crest Hill Dialysis.

Sincerely,

oo 20—

Naila Ahmed, M.D.
813 North Larkin Avenue, Suite 205
Joliet, Tllinois 60435

1300 Copperficld Avenue, Suite 1080
Joliet, lllinois 60432

Subseribed sworn to me
This{A ALY of ALt 2010

(o 55 e,

Notary Public

'OFFICIAL SEAL"
Carole N. Banas
Notaryg:bﬁc. Stata of Minols

MyComm!ssb?\ag:ﬁms Aug! 27,2044
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ATTACHMENT 1
HISTORICAL REFERRALS

Zip

Facility Code

2007
Patients

2008 |

Patients

Silver Cross Renal Center 60403

1

1

60421

o

0

60423

1

60431

1

60432

14

60433

12

60434

—

60435

60436

60439

60441

60442

60446

60448

60451

80477

=2 INMR|D[(=N|N |2 (00~ O|O

= TN |= N~
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Total - Silver Cross Renal Center

ch
[+]

h
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Silver Cross Renal Canter - Morris 60407

60408

60410

60416

60420

60421

60447

60450

60451

60474

60481

60920

61341

61350

61364

Tota! - Silver Cross Renal Center - Morris

=9

Silver Cross Renal Center - West 60403

60404

60407

60408

60410

60419

680421

60431

60432

60433

~N (NN {E (O ([C(ON(|a2 |22 |= 002N |ON][=IN]=
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. Zip 2007 2008 2009

4 Facility Code | Patients | Patients | Patients
Silver Cross Renal Center - West 60434 2 1 0
60435 10 25 33

60436 9 6 g

60440 0 2 2

60441 1 1 5

60442 1 1 1

60446 5 6 6

60448 2 1 1

60451 1 1 0

60455 1 0 3

60481 0 1 1

60503 1 0 0

80516 1 0 0

60544 3 4 4

60586 5 6 6

60658 1 1 0

60803 0 1 1

60920 0 0 1

Total - Sitver Cross Renal Center - West 81 89 110
Grand Total 153 166 187
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ATTACHMENT 2
PRE-ESRD PATIENTS

%
- Code |

© Patient -

nitials

60403

HS

RN

RS

DB

LM

SC

60404

LC

NC

NG

HD

JC

KR

60407

DT

60410

VK

HR

BG

MS

NC

RM

60421

SH

WO

60423

CM

60431

KS

RF

WM

DG

JF

RM

WC

WL

MA

60432

CM

EB

60433

AR

LS

CG

cs

HJ

60434

sD

60435

BC

CcC

cG

EM

EM

124
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Zip

Patient

- Initials =

FD

JK

JP

KJ

LW

MB

MD

MN

M3

NB

NH

NN

RD

RV

sC

AB

CL

DB

EW

LO

D

AG

EA

JC

KW

LH

oC

DK

NJ

SL

60436

CH

KM

KM

LT

TG

VR

LG

DC

JM

JS

SG

SH

JM

SJ

60439

MD

RK

60440

SF

125
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Zip |- Patient -
oCode: |2 - Initials s

JH
VG
60441 MG
NO
PE
RM
60443 GD
WD
60446 ML
RC
WC
PN
MM
60447 KK
RM
AG
™
| 60451 MF
‘ FM
| JA
‘ - 60467 PB

AC
60481 BO
HT
JH
JP
RS
DD
60544 BS
DF
LP
MD
60556 AC
60585 DP
60586 AB
HP
LM
MF
60935 GD
Total 130
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Section VH, Service Specific Review Criteria

In-Center Hemodialysis

Criterion 1110.1430{c), Unnecessary Dupfication/Maldistribution

1. Unnecessary Duplication

a. The proposed dialysis facitity will be located at 20660 Caton Farm Road, Crest Hill, lllinois. A
map of the Crest Hill Dialysis Center market area is attached at Attachment — 26B. A list of
all 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) below.

Tabie 1110.1430(c)(1)(A)
Population of Zip Codes within 30 Minutes of
' Proposed Facility
Zip Code ] City Population
60403 Joliet N/A
60404 Joliet/Shorewood N/A
60410 Channahon 7,585
60421 Eiwood 3,516
60431 Joliet 23,392
60432 Joliet 21,431
60433 Joliet 17,658
60434 Joliet N/A
60435 Joliet/Crest Hill 52,542
60436 Joliet 16,184
60439 Lemont 20,004
60440 Bolingbrook 46,546
60441 Lockport 49,103
60442 Manhattan 6,285
60446 Romeoville 20,141
60447 Minooka 7,295
60448 Mokena 19,476
60431 New L.enox 27,338
60467 QOrtand Park 20,904
60490 Bolingbrook 9,263
60491 Homer Glen N/A
60503 Aurora N/A
60517 Woodridge 31,344
60527 Willowbrook N/A
60543 Oswego 18,769
60544 Plainfield 44,284
60561 Darien 23,570
605664 Naperville 32,206
60565 Naperville 40,640
60585 Plainfield N/A
60586 Plainfield N/A
Total 559,476

Source: U.5. Census Bureau, Census 2000, Zip Code Fact
Sheet available at http/ffactfinder.census.goviserviet/SAFF
Population?_event=Search&_name=8&_slate=04000US174&_
county=4&_cityTown=4_zip=8&_sse=on&_lang=endpctxt=fph
(last visited Oct. 13, 2010).

112907.5
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b. A list of existing and approved dialysis facilities located within 30 minutes normal travel time
of the proposed dialysis facility is provided in Table 1110.1430(c)(1)(C) below. A map of the
all existing and approved dialysis facilities is attached at Attachment — 26B.

| Table 1110.1430(c)(1)(C) -~ . */ "+ T

Existing Fadl:tles within 30 Minutes for. roposed Faclllty

- Facility’ _ " Address - + City mA c'?;’n:(tee‘j
Silver Cross Renal West 1051 Essington Road Joliet 2.01 miles 4 min 4.6 min
Fresenius Plainfield 2320 Michas Drive Plainfield 3.51 miles 7 min 8.1 min
Sun Health 2121 Oneida Street Joliet 4.30 miles 10 min 11.5 min
Fresenius Lockport' 1062 Thorton Street Lockport 7.98 miles 16 min 18.4 min
Fresenius Bolingbrook 329 Remingten Boulevard Baolingbrook 12.59 miles 18 min 20.7 min
Silver Cross Renal Center® 1200 Maple Road Joliet 6.70 miles 18 min 21.9 min
giﬁ;;ﬁzsnr ::;:igeznter 1890 Silver Cross Boulevard | New Lenox 60451 13.28 miles 24 min 27.6 min

! Permit approved 12/01/2009

? Discontinuation of existing facility and establishment replacement facility effective 10/31/2012

2. 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 characterized 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 State
Board'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. As discussed more
fully below, the ratio of stations to population in the geographic service area is 71.2% of the State
average, the average utilization of dialysis facilities within the geographic service area is above the
State Board's 80% utilization standard, and sufficient population exists to achieve target utilization.
Accordingly, the proposed dialysis facility will not result in a maldistribution of services.

a. Ratio of Stations to Population

As shown in Table 1110.1430(c)(2){A), the ratio of stations to population is 71.2% of the
State Average.

Table 1110.1430{c){2)(A) - R
Ratio of Stations to Population ™

Population | Dialysis Stations .| Stations to Population
Geographic Service Area 558 476 108 1:5,133
State 12,829,014 3.511 1:3,653

b. Historic Utilization of Existing Facilities

As shown in Table 1110.1430(c)}(2)(B) on the following page, average utilization of existing
dialysis facilities exceeds the State Board's 80% utilization standard.

112907.5
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C.

Utilization of Existing Dialysis Facilities
Table 1110.1430{c){2)(B)
R Facility Stations | Patients | Utilization
Silver Cross Renal West 29 154 89%
Fresenius Plainfield 12 36 50%
Sun Health 17 61 60%
Fresenius Lockport' 12 0 0%
Fresenius Bolingbrook 20 116 97%
Silver Cross Renal Center® 14 85 101%
Silver Cross Renal Center Replacement Facility > 19 0 0%
Total Utilization - Existing Facilities 92 452 82%

! Permit approved 12/01/2009
Sufficient Population to Achieve Target Utilization

The Applicants propose to establish a 12-station dialysis facility. To achieve the State
Board's 80% utilization standard within the first two years after project completion, the
Applicants would need 58 patient referrals.  As set forth above in Table 1110.1430(b)}(3)(B}
NENC is currently treating 130 stage-4 and stage-5 CKD patients who would likely be
referred to the proposed dialysis facility within the first two years after project completion.
Assuming a 35% attrition rate due to transplant, return of function, death or relocation,
approximately 84 of the current stage-4 and stage-5 CKD patients will be referred to the
proposed dialysis facility. Accordingly, there is sufficient population to achieve target
occupancy.

3. Impact to Other Providers

112807.5

a.

The proposed dialysis facility will not have an adverse impact on existing facilities in the
proposed geographic service area. All of the identified patients are current stage-4 and
stage-5 CKD patients of NENC and will not be transferred from existing facilities. Moreover,
as discussed in greater detail in Criterion 1110.1430(b) no existing or approved facility has
the capacity to accommodate NENC's stage-4 and stage-5 CKD patients.

The proposed dialysis facility will not lower the utilization of other area providers that are
operating below the cccupancy standards.

Attachment — 26
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Section Vi, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430{e}, Staffing

1. The proposed facility will be staffed in accordance with all State and Medicare staffing requirements.

a. Medical Director: Medical Director: Naila I. Ahmed, M.D. will serve as tha Medical Director for
the proposed facility. A copy of Dr. Ahmed's curriculum vitae is attached at Attachment — 26C.

b. Other Clinical Staff: Initial staffing for the proposed facility will be as follows:

Administrator

Registered Nurse

Patient Care Technician (2 FTE)
Biomedical Technician (0.1 FTE)

Social Worker (licensed MSW} (0.2 FTE)
Registered Dietitian (0.2 FTE)
Administrative Assistant (0.3 FTE)

As patient volume increases, nursing and patient care technician staffing will increase accordingly
to maintain a ratio of at least one direct patient care provider for every 4 ESRD patients. At least
one registered nurse will be on duty while the facility is in operation.

2. All staff will be training under the direction of the proposed facility's Governing 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 —
26D.

3. The proposed facility will maintain an open medical staff.

Attachment — 26
112907.5
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Naila I Ahmed MD

540 East Hinsdale, 1160521
Phone (312) 560 1095 m (630) 8878005 Email:naila.ahmed@comcast.net

EDUCATION:

Board Certified in Nephrology, 2002

The American Board of Internal Medicine Certification, 8/00

Educational Commission for Foreign Medical Graduates (ECFMG) Certification, 4/96

USMLE Step 1, 9/95: USMLE Step 2, 3/96: USMLE Step 3, 12/98

Certificate of Full Registration, Bangladesh Medical and Dental Council, 2/95

Bachelor of Science in Medicine & Surgery (M.B.B.S.), Dhaka Medical College, University of Dhaka,
Bangladesh, 1994

CLINICAL EXPERIENCE

Partner at Northeast Nephrology Associates 2002 — present. Working at St Joseph medical center,
Silver Cross hospital and Morris hospital.
Clinical Instructor at Michael Reese Hospital, Chicago, Illinois, 2002 to 2005

Served as member of the Pharmacy Committee at ST. Joseph hospital medical center from 2005-2007
CHAIRMAN OF NEPHROLOGY, SILVER CROSS HOSPITAL, JOLIET, ILLINOIS FROM 5/07- present

Fellowship, Dept of Nephrology, University of Iilinois at Chicago, 7/00 — 6/02

Residency, University of Illinois at Chicago, Dept. of Internal Medicine, Chicago, IL, 7/97 - 6/00
Externship, Veterans Affairs Medical Center/ George Washington University, Washington, D.C, 5/96 -
10/96

Lipid Clinic, George Washington University Hospital, Washington, D.C., 10/96- 2/97

Internship, Departments of Medicine & Surgery, Dhaka Medical College Hospital, Bangladesh, 2/94- 2/95.
Completed training in General Medicine, Pediatrics and Psychiatry, General Surgery, Trauma (Casualty,
Burn Unit, Neurosurgery), Orthopedics & Urology.

RESEARCH EXPERIENCE:

Research Fellow, Dept of Nephrology, University of Illinois at Chicago, 7/01- 6/02: As part of Nephrology
Fellowship, worked at Cook County Hospital Research Lab on wound healing model, studying the role of
Angiogenic factor such as Vascular Endothelial Growth Factor (VEGF), Angiopoietin, TIE 2 etc. in
regulating Angiogenesis in Non Diabetic rat, PUBLISHED.

Research Assistantship, Department of Cardiology, George Washington University Hospital, Washington,
D.C, 10/96-5/97. Women's Health Initiative Study: NIH funded research to evaluate the benefits and risks
of estrogen replacement, low-fat diet and calcium supplement on overall morbidity and mortality of post-

menopausal women.
Research Assistantship, Department of Neurology, and Veterans Affairs Medical Center, Washington, D.C,
9/96: WARSS (Warfarin/Aspirin Recurrent Stroke Study): NIH funded double blind, multicenter Trial.

Research Assistantship, United Nations Children’s Fund (UNICEF), Bangladesh: Assisted in study on
“Infant Feeding Practices in Bangladesh”, breastfeeding vs. formula among women in  Bangladesh.

HONORS:
« Ranked 9th in Dhaka Regional Higher Secondary Certificate Exam. 1984

F32. \ttachment — 26C




+ Honors, 2nd M.B.B.S. Professional Exam; ranked 15™ in Bangladesh National Boards, 1988
» Consistently ranked among the top 5% of the class in Dhaka Medical College

SCHOLARSHIP:

Full scholarship to Medical School on the basis of National Boards rank in Higher Secondary Certificate
School Exam.

PROFESSIONAL ORGANIZATIONS:

American College of Physicians
American Society of Internal Medicine
National Kidney Foundation

American Society of Nephrology

PERSONAL.:

Foreign Languages: Fluent in Bengali, basic Urdu/Hindi
American Citizen

References Available Upon Request

1. DR NAGARKATTE TEL 8157445550, NEPHROLOGY

2. DR, GAUTAM GUTTA INTERNAL MEDICINE, PROVENA ST JOSEPH HOSPITAL.
3. DR NAZNEEN NOORANI 630-881-6506, INTERNAL MEDICINE

4. DR AMAR GARAPATI, PULMONARY, SILVERCROSS HOSPITAL.

\ttachment — 26C
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Training Program Manual TR1-01-02
Hemodialysis Education and Training
DaVita Inc.

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 integrity,
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 hires both non-experienced and experienced teammates.
A non-experienced teammate is defined as:
e A newly hired patient care teammate without prior dialysis experience.
e A rehired patient care 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 cvidenced 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 leaming activities, specifically designed hemodialysis
©DaVita Inc. 2008 TR1-01-02

Origination Date: 1995 :
Revision Date: October 2008 Page 1 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 includes 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 comprchensive examination score of = 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 reccive additional appropriate 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, emergeney procedures specific to facility, location of disaster supplies, and
oricntation to the unit,

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

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

e Qutcomes management

e 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 effective manner. A Procedural Skills Inventory
Checklist will be completed to the satisfaction of the preceptor and the administrator.

©DaVita Inc. 2008 ) TRI1-01-02
Origination Date: 1995
Revision Date: October 2008 Page 2 of 26
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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 phase 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 identified learning 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
policics 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 scorc of > 80% or higher is required
prior to the new tecammate receiving an independent patient-care assignment. 1f the new
teammate receives a score of less than 80%, this teammate will receive theory instruction
pertaining to the arca of deficiency and a second competency exam will then be given. If
the new teammate receives a score 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 goal 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 Inc. 2008 TR1-01-02
Origination Date: 1995
Revision Date: October 2008 Page 3 of 26
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430(f), Support Services

Attached at Attachment — 26E is a letter from Kent J. Thiry, Chief Executive Officer, DaVita, Inc. attesting
that the proposed facility will participate in a dialysis data system, will make support services available to
patients, and will provide training for self-care dialysis, self-care instruction, home and home-assisted
dialysis, and home training.

Attachment — 26
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% Casa Nueva
1551 Wewatta Street
D a l ta Denver, CO 80202-6173
® Tel: 303-405-2100

www.davita.com

January 3, 2011

Dale Galassie

Chair
Illinois Health Facilities and Services Review Board

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

Re: Certification of Support Services

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 Iil. Admin. Code § 1110.1430(f) that

Crest Hill Dialysis:

o DParticipates 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

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

dialysis, and home training.

Sincerely,

A

Kent J. Thiry

Chief Executive Officer
DaVita, Inc.

Total Renal Care, Inc.
Joliet Dialysis, LLC

Subscribed and sworn to me

This3®d day of . JANUA r i , 2011

Notary Publ{c )
§  "OFFICIAL SEAL" 3
* NolarI grla)I'L SM Qte :b
ublic, P $
i‘ My Commiss'[on Exl;:?itree: 6%{?2313 '
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430(¢), Minimum Number of Stations

The proposed dialysis facility will be located in the Chicago-Joliet-Naperville metropolitan statistical area
(“MSA”"). A dialysis facility located within an MSA must have a minimum of eight dialysis stations. The
Applicants propose to establish a 12-station dialysis facility. Accordingly, this criterion is met.

Attachment - 26
112907.5
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Section VII, Service Specific Review Criteria
In-Center Hemodialysis

Criterion 1110.1430(h), Continuity of Care

DaVita, Inc. has agreements with all of the hospitals in the area to provide inpatient care and other
hospital services. Attached at attachment — 26F are copies of service agreements with area hospitals.

Attachment — 26
112907.5
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h Northwestern Memorial®

Hospital
. Kaviet Organ Trensplantation Center
_
July 1, 2009

RE: Letlers of Agreement to Provide Transplant Services

To Whom It May Concern:

Acting as Medical Director of Kidney Transplantation for Northwestern Memosial
Hospital, | authorize Dauglas Penrod, RN, to sign letters of agreement with dialysis
centers to provide transplant services to their patients. Letters of agreement signed
by Mr. Penrod under this authorization wil! remain in effect for their normal period,
not to exceed one year, unless revoked in writing by Mr. Penrod or me (or my
successor as medical director).

incerely,

“Michael Abecassis, MD, MBA

Chief, Division of Crgan Transplantation
Kovier Organ Transplantation Center
Northwestern Memorial Hospital

675 North Saint Clair $tceet, Suitc 15-250, Chicago, Hlinois 60611-2008 312.695.0828 wwww.irapsy!sms nemh nro
Attachment — 26F

t) B




l\ Northwestern Memorial®
Hospital

. Kovkr Omgun Transplantation Cenler

July 1, 2009

Sonja Marcic, MD

DaVita — Palos Park Dialysis
13155 S. La Grange Rd.
Orland Park, IL 60462

RE: Letter of Agreement for Transplantation Services

Dear Dr. Marcic:

It is a pleasure to provide you with the following information about the scope of services provided by the
Kovier Organ Transplantation Center at Northwestern Memorial Hospital {the Center) and how the
Center works with dialysis centers to enhance communication and coordination of care.

The Center provides all necessary transplant-related services including evahzation of potential kidney
and kidney/pancreas recipients, living donors and the on going assessment of the candidacy of patients
on the deceased donor waiting list. The Center is also fully qualified to perform kidney, kidney/pancreas
transplantation and living donor pracedures. The Center will also provide post-operative follow-up and
Immunosupprassion management, until the recipient is stable and referrad back to their refarring

physician.

Basic tissue typing and routine HLA antibody levels for all transplant candidates are performed at the
Northwestem University Immunolegy lab. Cross matching for live donor transpiants are also done at

. the Northwestern University [ab. The Center has a contractual relationship with the Gift of Hope Crgan
and Tissue Donor Bank for deceased donor immunology services.

\_/I The Center will notify your Facility by letter whenever a patient referred from your facility is listed/deiisted
for transplant or fails to complete the inttiakinterval evaluation. Yearly, we will update your facility with
the status of your patients on the waiting list including their panel reactive antibady tevel (PRA).
Notification of a patient being transplanted will be made on the day of transplantation or the next

business day.

Your facility should notify the Center of any "change in status,” as that term is defined in the Centers for
Medicare and Medicaid Services (CMS) Interpretive Guigance for the 2008 Conditions of Participalion
for dialysis units, of any patient from your facility who is listed with the Center by the next business day.

We have designated our transplant nurses Denae DeCrescenzo, Maria Hendricks, Doug Penrod,
Judith Stein, Keith Wszolek, and social worker, Martha Escamlila-Arias, as the primary contacts at the
Center to work with your facility's designated dialysis unit transplant coordinator.

Thank you for asking us to participate in the care and evaluation of your patiants.

Sincerely,

Douglas R. Penrod, RN-.
Transpiant Nurse Coordinator
Qutreach Liagison

675 North Saint Clair Street, Suite 15-250, Chicago, llinois 60611-2908 312.695.0828 www.transplant.nmh.org

-
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Oak Forest Hazpital ef Loak Covnty

Gook County Health & Hospitels System ]

. Muu—wh—dmm
. Tl B * Prodide Hasth Syscm Brsed Bembers
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ot Gty Wk & Botpials Sy .
15300 Sexth Cacvo Avonx
O Fomt, Dieok M1
‘ Tiiephons (08} 6E1-T200
October 7, 2003 : g iyl
$yiria Edwards, RN, MBA
Ms. KOU}" B. Ladd . Chief Opersting Officee
Group Director, DaVita
Total Repal Care, Ins.

2659 N, Milwaukes Avenne
Chicago, Tllinois 60647

RE:  Palos Park Dialysis - 13155 8. L Grange Road, Orland Park, linofs

Dear Ms. Ladd:

This letter serves to agree that Osk Forest Hospital will acoept patients from Total Renal Care
Inc., which proposes to establish an outpatient dialysis center at 13155 5. 12 Grange Road, in

. Ortand Park, Ilinois to b known as Palos Park Dinlysis. We agree to provide inpatient aod
ancillary services to your patients.

Oak Forest Hospital is able to provide the following services:

Emergency medical care, blood baok sarvices, general actie care, radiological services,
and rehabilitation services (physical therapy, speech therapy, octupations therspy,
cardiac rehabilitation).

Total Renal Care Tnc.'s end stage renal disease (ESRD) patients may receive inpatient care and
other hospital services at Oak Forest Hospital when needed. Tranafer or refertal of patients !

‘between Oak Forest Hospital and the dialysis facility will be affected whénever such transfer or
seforral s determined as medicelly appropriate.

If you bave any qbestions regarding this letter, fecl free 10 ¢all Oak Forest Hospital at 708-633-
2004

-Shirley Bomar-Cole,
Deputy Chief Operating Officer

We Bring Heali CARE to Yout Communtey

Attachment — 26F
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Section VI, Service Specific Review Criteria
In-Center Hemodialysis
Criterion 1110.1430(i}. Assurances

Allached at Attachment — 263G is a letter from Kent J. Thiry, Chief Executive Officer of DaVita, Inc.
certifying that the proposed facility will achieve target utilization by the second year of operation

Attachment — 26
112907.5
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% Casa Nueva
1551 Wewatta Sereet
a L a Denver, CO B0202-6173
® Tel: 303-405-2100

www.davita.com

January 3, 2011

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(), [ hereby certify the following:

e By the second year after project completion, Crest Hill Dialysis 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 I1 .1.2

Sincerely,

Kent. J. Thz

Chief Executive Officer
DaVita, Inc.

Total Renal Care, Inc.
Joliet Dialysis, LLC

Subscribed and sworn to me
This 379 day of ,2011

e £ Moo,
N g,

"OFFICIAL SEAL" ;

!! Tara L Motj L

L w'éo;:‘% f’ul_)lic, Stale oeP’lllinois

k. aenon Expires 6/11/2013 Attachment — 26G
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Section VI, Financial Feasibility
Criterion 1120.120 Availability of Funds

A letter of interest from Wells Fargo Bank indicating an interest in providing financing for the proposed
dialysis facility and the letter of intent between Cebulski Caton Crossing, LLC and Joliet Dialysis, LLC to
lease the proposed facility are attached at Attachments — 39A and 39B.

Attachment — 39
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December 21, 2010

Bruce Ware
Joliet Dialysis, LLC
601 Hawaii Street

El Segundo, CA 90245

Dear Bruce:

Barbara A. Miller
346 Long Ridge Lane
Exton, Pennsylvania 19341

Wells Fargo Equipment Finance, Inc. is pleased to submit the following loan proposal

for your consideration,

WELLS FARGO EQUIPMENT FINANCE, INC. PROPOSAL

Borrower:

Guarantors:

Equipment:

Equipment Cost:

Loan Amount;

Loan Term;

Interest Rate:

Frequency of Payment:

Payment Amount:

Joliet Dialysis, LLC

DaVita, Inc for 60% and All members of the LLC for 40%.
Various Medical Equipment for new site

not to exceed $1,400,000.00

$1.,400,000.00

63 months

5.25% (as of December 20, 2010}

Monthly, in arrears

Months 1- 3 @ $ 9,625.00 interest only
Months 4 — 63 @ $41,769.16

Attachment — 39A
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Sales Tax:

Additional Costs:

Additional Provisions:

Insurance Requirements:

Proposal Only:

Proposal Fee:

Credit Information:

Documentation:

To be determined

Ali out-of-pocket expenses and other costs normally
associated with an eguipment loan will be paid by the
Borrower.

Automatic Clearinghouse will be utilized to withdraw monthly
payments due, direct from Lessee’s business checking
account.

Wells Fargo Equipment Finance, Inc. requires personai
property damage insurance equal to the equipment cost and
to be named as loss payee. Also, Wells Fargo Equipment
Finance, Inc. requires liability insurance of a combined single
limit of $2,000,000 with Wells Fargo Equipment Finance, Inc.
named as an additional insured.

This is a proposal only and is subject to the approval of the
credit committee of Wells Fargo Equipment Finance, Inc.
and expires, if not otherwise withdrawn, December 31, 2010.

This proposal is based on Wells Fargo's cost of funds on
12/14/10. In the event this rate increases prior to funding,
the payment factor may be adjusted to reflect this change.

As consideration for Wells Fargo Equipment Finance, Inc.
making this proposal, a fee of one payment in advance must
be received. If the lease is approved as proposed, this fee will
be appiied to the advance payment, in the event you enter into
the transaction. If the lease is not approved, the fee will be
refunded. less any costs incurred by Wells Fargo Equipment
Finance, Inc.

For our credit committee, we will need financial statements
from Da Vita, and personal financial statements & tax returns
from the physician owners. We may request additionat
information as necessary.

Upon receipt of your request for financing, and upon our
acceptance of same, Wells Fargo Equipment Finance, Inc. will
prepare all necessary documentation. A $1,000 documentation
fee will be collected at that time.

W& Attachment — 39A




| thank you for your consideration and interest in Wells Fargo Equipment Finance, Inc.
and hope we can provide this financing on your behalf. If you have any guestions on
the proposal, please feel free to call me at (610)594-2751. If you would like us to
proceed with our credit review and are in agreement with the terms of this proposal,
please indicate by signing this letter in the space provided below and return directly,
along with the documentation fee, to the undersigned.

Sincerely,
: N s
ﬁ%\ /( ~ 7 [ A 4

Barbara A. Miller
Vice President

Please proceed with obtaining credit approval in accordance with the above terms,

By: _ Its: o

Attachment — 39A




USI REAL ESTATE BROKERAGE SERVICES INC.

A UST CoMPANY
2215 Yorg Rp, SUTE 110 TELEPHONE: 630-990-3658
OAKBROOK, TL 60523 FACSIMILE: 630-9%0-2300

October 26, 2010

Cindy Maka

Cebulski Caton Crossing, LLC
Home Office# 708-499-4992
Cell Phone# 708-217-7092
Fax# 708-499-9410

cindymaka@yahoo.com

RE: Final Agree to Terms 20660 Caton Farm Rd, Crest Hill, IL

Dear Cindy:

USI Real Estate Brokerage Services Inc., has been exclusively authorized by Total Renal Care, Inc — a subsidiary of

DaVita Inc. to secure proposals and assist them in negotiations regarding the acquisition of leased space. DaVita Inc. is a
Fortune 1000 company with approximately 1,200 locations across the country and revenues in excess of $1.5 billion.

LOCATION: 20660 Caton Farm Road, Crest Hill, IL 60403, Units C-G (side of building
nearest to Caton Farm Rd)

TENANT: “Total Renal Care, Inc. or related entity to be named”

LANDLORD: _ Cebulski Caton Crossing, LLC

INITIAL SPACE

REQUIREMENTS: Rentable: Contiguous Units C thru G constitute approximately 6210 sq. fi. as

measured by survey from exterior wall to exterior wall and including half the
wall thickness between Units B and C. Useable: To be determined. Rentable
square footage may be increased or decreased by approximately 1% by moving
the partition wall between Units B and C.

PRIMARY TERM: Fifteen (15) years
POSSESSION AND
COMMENCEMENT: Tenant shall take possession of the premises upon the later of completion of

Landlords required work (if any) or mutual lease execution. In any event, the
rent and term shall commence the earlier of seven (7) months from possession or

until:

a. Leasehold Improvements within the Premises have been completed in
accordance with the final construction documents {except for nominal
punch list items}); and

b. A Certificate of Occupancy for the Premises has been obtained from the
Crest Hill; and

c. Tenant has obtained all necessary licenses and permits.

FAILURE TO DELIVER

‘50 ‘ Attachment — 39B




PREMISES:

LEASE FORM:

USE:

BASE BUILDING:

TENANT IMPROVEMENTS:

OPTION TO RENEW:

RIGHT OF FIRST REFUSAL ON

ADJACENT SPACE:

RENTAL RATE:

HOLDING OVER:

PARKING:

If Landlord has not delivered the premises to Tenant with all base building items
substantially completed by ninety (90) days from lease execution, Tenant may
elect to terminate the lease by written notice to Landlord.

The Tenant shall provide its standard lease form. Any lease terms in the standard
Jease form, which are not covered by this proposal, to be negotiated prior to lease

signing,.

The use is for a Dialysis Clinic, related medical, office and distribution of
pharmaceuticals. Building is zoned B-3 “Business Service District”. Medical,
office, and distribution of pharmaceuticals are permitted uses under B-3.

The following items must be delivered by the Landlord to the premises as part of
the base building;:

A 27 dedicated water meter and line

A 4” sewer line to a municipal sewer system

Minimum 400 to 800 , 120/208 volt 3 phase, 4 wire electrical service
Gas service, at a minimum, will be rated to have 6” of water column
pressure and supply 800,000-BTU’s

5 HVAC rooftop Units/Systems and all associated cost with unit

R LS I S R

Please refer to the attached Exhibit B regarding additional base building
improvements and site development requirements.

Base Building Improvements in Exhibit B, as modified, will be provided on a
“Turnkey” basis; Leasehold Improvements will be the sole responsibility of
Tenant without any allowance.

Tenant desires three (3) five (5) year options to renew the lease. Option Rent
shall be either (1) the greater of 95% of fair market value, or, the rent during the
prior term cscalated by the increase in the CPI- U over the prior term, capped at
three percent (3%) annually; or (2) lesser of 100% of fair market value, or the
rent during the prior term escalated by the increase in the CP1-U over the prior
term, capped at three percent (3%) annually. Either choice requires written
notice due six (6) to twenty-four (24) months prior to expiration of the term.

Tenant will have the right of first offer on any adjacent space that may become
available during the initial term of the lease and any extension thereof.

Years 1-5: $10.00/SF
Years 6-10: $12.00/SF
Years 11-15: $14.00/SF

In the event Tenant remains in possession of the Premises after the expiration of
the term of this Lease, then Tenant shall be obligated to pay rent at the then
current market rate.

Tenant requires five (5) designated spaces for its use (signed and marked). There
are 62 standard parking spaces (of which 5 will be signed and marked for Tenant
use only) and 3 HC spaces.
USI REAL ESTATE BROKERAGE SERVICES INC.

A UST Compiny Attachment - 398
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CONCESSIONS:

COMMON AREA EXPENSES
AND REAL ESTATE TAXES:

SIGNAGE:

BUILDING HOURS:

SUBLEASE/ASSIGNMENT:

GOVERNMENTAL
COMPLIANCE:

ROOF RIGHTS:

RADIUS RESTRICTION:

EARLY TERMINATION
OPTION:

None

Tenant will pay its Pro-Rata share of CAM, Property Taxes, and insurance. Year
1’s estimated CAM is illustrated on the attachment. A cumulative cap on annual
increases in operating expenses will be set at 3% and will only apply to expenses
labeled controllables. Controllables shall be all expenses with the exception of
Property Taxes and the total amount of snow plowing expense (though the
hourly rate for snow removal shall be considered a controllable). Uncontrollables
are not subject to the 3% cap.

Tenant will have the right to install building signage at the Premises, subject to
Landlord’s consent, which consent shall not be unreasonably withheld, and
subject to compliance by Tenant with all applicable laws and regulations.
Landlord, at Landlord’s expense will furnish Tenant with space for Tenant’s
designated names on the building directory board in the lobby of the building
and will put Tenant’s name on any other directory board which may be part of
the building or complex.

* Tenant requires building hours of 24 hours a day, 7 days a week. Tenant’s

building hours have been approved by all pertinent governmental bodies. HVAC
and utility services are available 24 hours a day and 7 days a week. Tenant
responsible for HVAC and utility services.

Tenant will have the right at any time to sublease or assign its interest in this
Lease to any majority owned subsidiaries or related entities of DaVita Inc.
without the consent of the Landlord.

Landlord will represent and warrant to Tenant that Landlord, at Landlord’s sole
expense, will cause Tenant’s Premises, the Building and parking facilities to be
in full compliance with any governmental laws, ordinances, regulations or orders
relating to, but not limited to, compliance with the Americans with Disabilities
Act (ADA), and environmental conditions relating to the existence of asbestos
and/or other hazardous materials, or soil and ground water conditions, and shall
indemnify and hold Tenant harmless from any claims, liabilities and cost arising
from environmental conditions not caused by Tenant(s).

If the building does not have cable television service, then Tenant will need the
right to place a satellite dish on the roof at no additional fee.

Landlord shall not lease space to another Dialysis clinic or similar facility at the
property or at any of the other properties Landlord controls within five (5) miles
of the subject property.

Tenant shall have the right to terminate the Lease at any time before the
expiration date along with a payment equal to one-quarter (1/4) of Tenant’s
monthly base rental obligations for the remaining portion of the current lcase
term.

USI REAL ESTATE BROKERAGE SERVICES INC. Attachment — 398
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SECURITY DEPOSIT: None

CORPORATE GUARANTEE Letter to be provided in order to waive corporate Jease guaranty by DaVita, Inc.
CONTINGENCIES: Tenang will need to apply for a Certificate of Need for the final location, T
| Tenant does not get the Certificate of Need by Aprit 1, 2011 the Lease will be

null and void. If they do gei the Certificate of Need, then they will go forward
with the lease based on satisfying the other contingencics that arc in their
stundard Lease Document,

Tenant CON Obligation: Landlord and Tenant understand and agree that the
establishment of any chronic outpatient dialysis facility in the State of Illinois is
suliject o the requirements of the [finois Tealth Facilities Planning Act, 20
1LCS 3960/1 et seq). and, thus, the Tenant cannot estabtish a dialysis facility on
the Premises or execute a binding real estate lease in connection therewith unless
Tenant abtains a Certificate of Need (CON) permil from the llinois Health
Facilitics Planning Board (the "Planning Board™). Tenant agrees to procecd
using its commercially reasonable hest efforts to submit an application for a
CON permit and to proesccute said application 1o obtain the CON pertit from the
Planning Board. Based on the length of the Planning Board review process,
Tenant does nol expect to receive a CON permit prior to April 1, 2011 In light
of the forcgoing facts, (he parties agree (hat they shall promprly procced with due
diligence to negatiate the terms of a definitive lease agrecment and execute such
agreement prior to approval of the CON permit provided, however, the lease
shall not be binding on either party prior 1o the approval uf the CON permit and
the lease agreement shail contain a contingeney clause indicating that the lease
agreement is not cifective pending CON approval. Assuming CON perinit
approval is granted, the effective date of the lease agreement shall he the first
day of the calendar month following CON permit approval. [n the event tlat the
Planning Board does not award Tenant a CON permit to establish a dialysis
cenler on the Premises by April 1, 2011, neither party shall have any further
obligation Lo the other parly with regard 10 the negotiations, lease or Premises
contemplaled by this 1ctter of Infent,

BROKERAGE FEE: Landlord agrees that it recognizes USI Real Estate Brokerape Services Inc. and
as the client’s sole representatives and a brokerage fee of four percent (4%} of
the base rent due over the term shall be paid to US! on or before rem
commission, per separafc commission agreement. The client shall retain the right
10 offsel rent for failure to pay the Real lstate Commission.

DISCLOSURI: Cyuthia Maka is an llinois Licensed Real [state Broker. Randall I. Cebulski is
an [tlinois Licenscd Real Estate Salesperson currently inactive.
ot foowenner
Apreed to and accepted this Je '}‘{‘Day of eliuer” 10 Agreed to and accepted this I,-:_ 1A Ty of Octeber 2010

By: //A*//W/K/M éﬁ” Dy: K','/}.ﬂff_biii‘-"éé,\&z»ti%=

" Manager
Cebulski Caton Crossing, LLC On behalf of DaVila, Ine, & whelly owned
(“Landlord™) subsidiary of DaVita, In¢. (“Tenant™)

USI REAL ESTATE BROKERACE SERVICES INC,
A USHCOMPANY
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EXHIBIT A
NON-BINDING NOTICE

NOTICE: THE PROVISONS CONTAINED IN THIS AGREED TO TERMS LETTER 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 REQUEST FOR A PROPOSAL, 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
AGREED TO TERMS LETTER 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 APPROVAL PROCESSES AND PROCEDURES. THE PARTIES UNDERSTAND AND AGREE
THAT A CONTRACT WITH RESPECT TO THE PROVISIONS IN THIS AGREED TO TERMS LETTER
WILL NOT EXIST UNLESS AND UNTIL THE PARTIES HAVE EXECUTED A FORMAL, WRITTEN LEASE
AGREEMENT APPROVED 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 CIRCUMSTANCES
WHATSOEVER DOES USI HAVE ANY AUTHORITY TO BIND OUR CLIENTS TO ANY ITEM, TERM OR
COMBINATION OF TERMS CONTAINED HEREIN. THIS AGREED TO TERMS LETTER 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 RESERVE
THE RIGHT TO CONTINUE SIMULTANEOUS NEGOTIATIONS 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

USI REAL ESTATE BROKERAGE SERVICES INC,
A USi COMPANY
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EXIBIT B
Existing Building MBBI

At a minimum, the Lessor shall provide the following Base Building Improvements to meet DaVita’s requirements for an
Existing Base Building Improvements at Lessor's sole cost:

All MBBI work completed by the Lessor will need to be coordinated and approved with DaVita and their Consultants prior
to any work being completed, including shop drawing submittals reviews.

Building Codes & Design — All Minimum Base Building Improvements(MBB!) are to be performed in accordance with all
local, state, and federal building codes including any related amendments, fire and life safety codes, ADA regulations,
State Department of Public Health, and other applicable and codes. All Lessor's work will have Governmental Authorities
Having Jurisdiction {(“GAHJ") approved architectural and engineering (Mechanical, Plumbing, Electrical, Structural, Civil,
Environmental) plans and specifications prepared by a licensed architect and engineer.

Zoning & Permitting — Building and premises must be zoned to perform services as a dialysis clinic. Lessor to provide all
Zoning information related to the base building.

Common Areas — Lessee will have access and use of all common areas i.e. Restrooms, Stairwells, and Elevators. All
common areas must be code compliant for Life Safety and ADA compliance.

Demolition - Lessor will be responsible for demolition of all interior partitions, doors and frames, plumbing, electrical,
mechanical systems and finishes of the existing building from stab to roof deck to create a “Vanilla box" condition. Space
shall be broom clean and ready for interior improvements specific to the buildout of a dialysis facility. Building to be free
and clear of any components, asbestos or material that is in violation of any EPA standards of acceptance.

Foundation and Floor — Existing Foundations and Slab on Grade in Lessee space must be free of cracks and settlement
issues. All repairs will be done by Lessor at his cost and be done prior to Lessee acceptance of space for construction.
Any issues with slab during Lessee construction will be brought up to Lessor attention and cost associated with slab issue
to repair will be paid by Lessor.

Any slab replacement will be of the same thickness of the adjacent slab with a minimum concrete strength of 4,000-psi
with wire or fiber mesh, and/or rebar reinforcement over vapor barrier. Infill slab/trenches will be pinned to existing slab at
24" O.C. with # 4bars or greater x 16” long.

Structural — Existing exterior walls, lintels, floor and roof framing shall remain as-is and be free of defects. Should any
defects be found repairs will be made by Lessor at his cost. Any repairs will meet with current codes and approved by a
Structural Engineer and or Lessee.

Exterior Walls
All exterior walls shall be in good shape and properly maintained. Any damaged drywall and or Insulation will be replaced
by Lessor prior to Lessee accepting the space.

Demising walls - All demising walls shall be a 1 or 2hr fire rated wall depending on local codes, State and or regulatory
requirements. If it does not meet this, Lessor will bring demising wall up to meet the requirements. Walls will be finished
with 5/8" gypsum board, metal studs and taped and floated (Lessee shall be responsible for final finish preparation of
gypsum board walls). Walls to be fire caulked in accordance with UL standards at floor and roof deck. Demising walls will
have sound attenuation batts from floor to underside of deck.

Roof Covering — The roof, roof drains and downspouts shall be properly maintained to guard against roof leaks and can
properly drain. Lessor will provide Lessee the information on the Roof and Contractor holding warranty. Lessor to provide
minimum of R30 roof insulation at roof deck. If the R30 value is not met, Lessor to increase R-Value by having installed
additional insulation to meet requirement to the underside of the deck. Currently, the roof is insulated properly to City of
Crest Hill building codes and may already meet or exceed your requirements. If the Project Manager finds the insulation
does not meet Total Renal Care Inc's specifications, then it will be Tenant's responsibility to upgrade the insulation;
Landlord will not cover cost. LL will provide roof specifications to DaVita PM OK.

USI REAL ESTATE BROKERAGE SERVICES INC.
A USI COMPANY MtaChment ~ 398
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Any new penetrations made during buildout will be at the Lessee’s cost.

Canopy — NA

Windows - Any single pane window systems must be replaced by Lessor with Insulated Energy efficient thermal pane
windows with thermally broken aluminum frames. Broken, missing and/or damaged glass or frames will be replaced by
Lessor. Currently, high-grade single pane windows are installed with a very low E-rating and may meet the standards of
your requirements. If the Project Manager finds the glass does not meet Total Renal Care Inc’s specifications, then it will
be Tenant's responsibility to upgrade the insulation; Landlord will not cover cost. Change to thermal pane. OK, LL will
replace single pane with thermal pane. Also, how many windows 106 windows and total number (footage} 1,113 sq.ft. of
windows total also, provide information on current windows spec? 33 (24x36); 40 (24x48), 20 (48x60), and 13 (36x60)

Thermal Insulation — Lessor to replace any missing, damaged insulation and or insulation in any modification to walls in
exterior or demising walls,

Exterior Doors — All exterior doors shall meet Accessibility codes, I.ocal Codes and State Department of Health

requirements for egress. If not Lessor at _his cost will need to bring them up
to code. this will include installing push paddles and/or panic hardware or
any other hardware for egress. Any missing weather stripping. damage to

doors or frames will be replaced by Lessor. Tenant responsibility,
Landlord will not cover cost.

Lessor will provide, if not already present, a front entrance and rear door to space. Should one not be present at each of
the locations Lessor, to have them installed per the following criteria: Front entrance and rear door exist, therefore, the
following bullet points do not apply. .

1 Front Patient Entry Doors: Provide Storefront with insulated glass doors and Aluminum framing to be 42" width
including push paddle/panic bar hardware, continuous hinge and lock mechanism. Door to be prepped to accept
power assist opener and push button keypad lock provided by Lessee.

2 Service Doors: Provide 72" wide double door (Alternates for approval by Lessee’s Project Manager to include: 60
Roll up door, or a 48" wide single door or double door with 36" and 24" doors) with 20 gauge insulated hollow
metal (double doors), Flush bolts, T astragal, Heavy Duty Aluminum threshold, continuous hinge each leaf,
prepped for panic bar hardware (as required by code) painted with rust inhibiting paint and prepped to receive a
push button keypad lock provided by Lessee. Door to have a 10" square vision panel cut out with insulated glass
installed if requested by Lessee.

Utilities — All utilities to be provided at designated utility entrance points into the building at locations approved by the
Lessee. Lessor is responsible for all tap/connection and impact fees for all utilities.  All Utilities to be coordinated with
Lessee’s Architect.

Plumbing — Provide a dedicated 2" water line, if not already present (and not tied-in to any other lessees spaces, fire
suppression systems, or irrigation systems) with a shut off valve, 2 (two) 2" backflow preventors in parallel (with drain
under BFP's), and 2" meter (1 1/2" meter under special circumstances which must be approved by Lessee) to provide a
continuous minimum 50 psi, with a minimum flow rate of 30 gallons per minute. Lessor to provide Lessee with the most
recent water flow and pressure test results (gallons per minute and psi} for approval. Lessor shall stub the dedicated
water line into the building and to the location on Lessee plans. Lessor to provide and pay for all tap fees related to new
sanitary sewer and water services in accordance with local building and regulatory agencies. Each Unit has its own 1-inch
water line. A total of 5 lines enter Units C thru G. The Project Manager has already approved this design.Need one
dedicated 2-in water line. OK.

All existing hose bibs will be in proper working condition prior to Lessees possession of space.

Existing Sanitary sewer needs to be four-inch (4"} minimum to Lessee space and have an invert level of 42" minimum
entering the space, lift station/sewage ejectors will not be permitted. Sanitary sewer service feeding the demised space to
be video scoped for integrity with a copy available for Lessee and his architect to review. Sewer line to receive a power rod
with high pressure cleaning to insure flow integrity from facility inlet to city main.

USI REAL ESTATE BROKERAGE SERVICES INC.
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If the Sanitary line is not 4", Lessor will have installed a new line to a location per Lessee plans. All cost associated with
line, tap and impact fees will be Lessor responsibility.

Sanitary sampling manhole if required by local municipality on new line.

Fire Suppression and Alarm System — Existing Fire Sprinkler Systems and fire alarm control panel shall be maintained
by Lessor. Lessor to provide pertinent information on systems for Lessee Engineers for design. Lessor to provide current
vendor for system and monitoring company.

If a Sprinkler System is not present and is required by Lessee usage, Lessor to provide cost, to be included in lease rate,
for the design and installation of a complete turnkey sprinkler system that meets all local building and life safety codes for
the entire building. This system will be on a dedicated water fine independent of Lessee’s water line requirements,
including municipal approved shop drawings, service drops and sprinkler heads at heights per Lessee’s reflective ceiling
plan, flow control switches wired and tested, alarms including wiring and an electrically/telephonically controlled fire alarm
control panel connected to a monitoring systems for emergency dispatch. Fire Sprinkler System will be installed and as an
allowance, not included in the lease rate. What does this mean? We are currently in the process of installing the Fire
Sprinkler System. Where it says above "If a Sprinkler System is not present and is required by Lessee usage, Lessor to
provide cost, to be included in lease rate, for the design and installation of a complete turnkey sprinkler system that meets
all local building and life safety codes for the entire building”, we could include the cost of the system in an increased lease
rate. instead, we are charging the same lease rate, and installing the system at our cost. This is part of our “turnkey basis”
MBBI improvements to Total Renal Care, Inc..

Existing Fire Alarm system shall be maintained and in good working order by Lessor prior to Lessee acceptance of space.
Lessor to provide pertinent information on systems for Lessee's design. Lessor to provide current vendor for system and
monitoring company. If FA Panel is unable to accommodate Lessee requirements Lessor to upgrade panel at Lessor's

cost.

Electrical — Service size to be determined by Lessee's engineer dependant on facility size and gas availability (400amp to
800amp service) 120/208 volt, 3 phase, 4 wire. Existing service to be a combined single service for Lessee space.
Lessee will not accept multiple services to obtain the necessary amperage. Should this not be available Lessor to upgrade
to meet the following criteria:

Provide new service (preferably underground} with a dedicated meter via a new CT cabinet. Service size to be
determined by Lessee’s engineer dependant on facility size and gas availability (400amp to 800amp service) 120/208
volt, 3 phase, 4 wire to a load center in the Lessee’s utility room (location to be per Code and to a location per Lessee
plans) for Lessee’s exclusive use in powering equipment, appliances, lighting, heating, cooling and miscellaneous use.
Transformer coordination with utility company, transformer pad, and underground conduit sized for service, circuit
termination cabinet, grounding rod, main panel with breaker, conduit and wire inclusive of excavation, trenching and
restoration. Lessee’s Engineer shall have the final approval on the electrical service size and location.

o Lessor will allow Lessee to have installed, at Lessee cost, Transfer Switch for temporary generator hook-up, or
permanent generator.

Gas Service — Existing Natural gas service at a minimum to have a 6" water column pressure and be able to supply
800,000-BTU’s. Natural gas line shall be individually metered and sized per demand.

Mechanical /Heating Ventilation Air Conditioning — Lessor to provide a detailed report from a HVAC company on all
existing HVAC units i.e. age, CFM'’s, cooling capacity, service records etc for review by Lessee.

If determined by Lessee that the units need to be replaced and or additional units are needed, Lessor will be responsible
for the cost of the replacement/additional HVAC units, Lessee will complete the all work with the replacement/additional
HVAC Units. Units replaced or added will meet the design requirements as stated below.

The criteria is as follows: equipment to be Carrier, Trane, or Equal. Equipment will be new and come with a full warranty
on parts including labor. Supply air shall be provided to the Premises sufficient for cooling at the rate of 300 square feet
per ton and Lessee design. Ductwork shall be extended to the space for supply and return air. System to be a ducted
return. Prior to the Lessor’s procurement and installation of the HVAC system, Lessor shall submit shop drawings to
Lessee for approval. Anticipate minimum of up to five (5) zones with programmable thermostat. Lessee’s engineer shall
have the final approval on the sizes, tonnages, zoning, location and number of HVAC units.
USI REAL ESTATE BROKERAGE SERVICES INC.
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Telephone — If in a multi tenant building Lessor to provide a 1” conduit from Building Demark location to phone room
location in Lessee space.

Cable or Satellite TV — Lessor to have Cable TV extend to Lessee space if available. If cable is not available, Lessor will
have the right to place a satellite dish at Lessee's cost on roof.

Handicap Accessibility - Full compliance with ADA and all local jurisdictions’ handicap requirements. Lessor shall
comply with all ADA regulations affecting the Building and entrance to Lessee space including, but not limited to, the
elevator, exterior and interior doors, concrete curb cuts, ramps and walk approaches to / from the parking lot, parking lot
striping for four (4) dedicated handicap stails for a unit up to 20 station clinic and six (6) HC stalls for units over 20 stations
inclusive of pavement markings and stall signs with current local provisions for handicap parking stalls, delivery areas and
walkways.

Generator — Lessor to allow a generator to be installed onsite if required by code or Lessee chooses to provide one.

Site Lighting — Lessor to provide adequate lighting per code and to illuminate all parking, pathways, and building access
points. Parking lot lighting to be on a timer (and be programmed per Lessee business hours of operation} or photocell.

Exterior Building Lighting — Lessor to provide adequate lighting per code and to illuminate the building main and service
entrance with related sidewalks.

Parking Lot — Provide adequate amount of ADA curb cuts, handicap and standard parking stalls in accordance with
dialysis use and overall building uses. Stalls to receive striping, lot to receive traffic directional arrows and concrete parking
bumpers. Bumpers to be anchored in place onto the asphalt per stall layout. Approximately 10 spaces near the retaining
wall have concrete parking bumpers. The remaining spaces have concrete curbs rather than concrete parking bumpers.
Please specify if the concrete curbs will not be sufficient. OK :

USI REAL ESTATE BROKERAGE SERVICES INC.
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Section IX, Financial Feasibility
Criterion 1120.130 — Financial Viability Waiver

Attached at is copy of DaVita’s 2009 10-K Statement and financial viability ratio worksheet is attached
Attachments — 40A and 40B.
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Indicate by check mark if the registrant ts a well-known seasoned issuer, as defincd in Rule 405 of the Securities Act. Yes 1 No [1
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Indicate by check mark whether the registrant (1) has filed all reporis required o be filed by Section 13 or 15(d) of (he Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter peried that the registrant was required to file such reports) and (2) has been subject to such filing
requirements for the past 90 days. Yes (1 No O

Indicate by check mark il 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 dcfinitive proxy or information statements incorporatcd by reference in Part 11 of this Form 10-K or any amendmcent to this
Form 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 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes B No O

Indicate by check mark whether the registrant is a large aceelerated filer, an nccelernted filer, a non-accelerated filer, or a smaller reporting company, See
the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company™ in Rule 12b-2 of the Exchange Act. (Check one):
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{Do not check if a smaller rcporting 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 commen stock outstanding was approximately 104.0 million shares and the aggregate market
value of the common stock outstanding held by non-afTilintes based upon the closing price of these shares on the New York Stock Exchange was approximately
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As of January 29, 2010, the numher of shares of the Registrant’s common slock outstanding was approximately 103.2 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
approximately $6.2 billion.

Documents incorporzated by reference

Portions of the Registrant’s proxy statement for its 200 annual meeting of stockholders are incorporated by reference in Part 11 of this Form 10-K.
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Item 1. Business

We were incorporated as a Delaware corporation in 1994. Our annual report on Form 10-K, quarterly reporis on Form 10-Q, current reports on Form
8-K and amendments 10 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 hifp./fwww davite.com, as soon a5 reasonably practicable after the reports are filed with or furnished to the Securities and Exchange
Commission, or SEC. The SEC also mainiains a website at hifg:/fwww.sec. gov where these reports and other information about us can be obtained. The conlents
of owr website are not incorporated by reference into this report.

Overview

DaVita is a leading provider of dialysis services in the United States for patients suffering from chronic kidney failure, also known as end stage 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 approximately 118,000 patients. We also provide acute inpatient dialysis services in approximately 720 hospitals and related
laboratory services. Our dialysis and related lab services business accounts for approximately 95% of our consolidated net operating revenues. Other ancillary
services and strategic mitiatives currently account for approximately 5% of our consolidated net operating revenues and relate primanly to our core business of
providing renal care services,

The dialysis industry

The loss of kidney function is normally irreversible. ESRD is the stage of advanced kidney impairment that requires continued dialysis treatments or a
kidney transplant to sustain life. Dialysis is the removal of toxins, fluids and salt from the blood of ESRD patients by artificial 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 treatments, related supplics, lab tests and medications.
Approximately 88% of our total pahents are under government-based programs, with approximutely 80% of our paticnts 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 Jatest 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 mate is
attributable to the aging of the population, increased incidence rates for diseases that cause kidney failure such as diabetes and hypertension, lower mortality rates
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 trcatment, is usually performed in outpatient dialysis centers, It may also be done while o paticnt js at
home or while hospitalized. The hemodialysis machine uses an artificial kidney, called a dialyzer, to remove toxins, fluids and salt from the patient’s blood. The
dialysis process

Source: DAVITA INC, 10-K, February 25, 2010 Fowered by bamingstar® Qocumsn Research™
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occurd aeross a semi-permeable membrane that divides the dialyzer inlo two distinct chambers. While blood is circulated through one chamber, a pre-mixed {luid
is circulated through the other chamber, The toxins, salt and excess fluids from the blond cross the membrane into the fluid, allowing cleansed bloed to return
into the patient’s body. Each hemodialysis treatment that occurs in the outpatient dialysis centers typically lasts approximately three and one-balf hours and is
usually performed three times per week.

Some ESRD patients may perform home-based hemedialysis in their home or residence through the use of a hemodialysis machine designed for home
therapy that is portable, smaller and easier to use. Patients receive training, support and monitoring from registered nurses, in some cases in our outpatient
dialysis centers, in conncction with treatments. Home-based hemodialysis is typically performed with greater frequency than dialysis treatments performed in
outpatient dialysis centers and on varying schedulcs,

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 hospilalization for other reasons, Hospital inpatient hemodialysis is generally performed at the patient’s bedside or in a dedicated
treatment room in Lhe hospital, as needed.

s+ Peritoneal dialysis

Peritoneal dialysis uses the patient’s peritoneal, or abdominal, cavity te eliminate fluid and toxins. The most commen methods of peritoneal dialysis are
continuous ambulatory peritoneal diaiysis, or CAFD, and continuous cycling peritoneal dialysis, or CCPD. A patient generally performs peritoneal dialysis at
home. Because it does not invelve going to an outpatient dialysis center three times a week for treatment, pentoneat dialysis is an altemative to hemodialysis for
patients who desire more freedom and flexibility in their lifestyle. However, peritoneal dialysis 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 peritoneal infection.

CAPD introduces dialysis soution into the patient’s peritoneal cavity through a surgically placed catheter. Toxins in the blood continuously cross the
peritoneal membrane into the dialysis solution. After several hours, the patient drains the used diatysis solution and replaces it with fresh solution. This procedure
is uspally repeated four times per day.

CCPD is performed in a manner similar to CAPD, but uscs a mcchanical device to cycle dialysis solution through the patient’s peritoncal cavity while the
patient is sleeping or at rest.

» Transplantation !

Although transplantation, when successful, is generally (he most desirable form of therapeutic intervention, the shonage of suitable donors, side effects of
immunosuppressive pharmaceuticals given to transplant recipients and dangers associated with transplant surgery Tor some patient populations limit the use of
this treatment option.

Services we provide
Dialysis and Related Lab Services
Quipatient dialysis services

As of December 31, 2009, we operated or provided administrative services to 1,530 oulpatient dialysis centers in the United Staies that are designed
specifically for outpaticnt hemodialysis. In 2009, we added a net total of 81 outpatient dialysis centers primanily as a result of acquisitions and the opening of
new centers, net of center closures and diveslitures. This represented a total increase of approximately 6% to our overall network of cutpatient 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

Source: DAVITAINC, 10-K, February 25. 2010 Sowerod by Murnnpsiat® Dncument Research ™
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their patients at our cenicrs. Each center has an administrator, typically a registered nurse, who superviscs the day-to-day opcrations of the center and its staff.
The stafT of each center typically consists of registered nurses, licensed practical or vocational nurses, patient care technicians, a soeial 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 1o receive either hemodialysis treatments in their homes
or periton¢al dialysis. Home-based dialysis services consist of providing equipment and supplies, training, patient monitoring, on-call support services and
follow-up assislance. Registered nurses train patients and their families or other caregivers to perform cither hemodialysis at home or peritones] dialysis.

Under Medicare regulations, we cannot promote, develop or maintain any kind of contractual relationship with our patients which would directly or
indirectly obligate a patient te use or continue to use our dialysis services, or which would give us any preferential rights other than those related to collecting
payments for our services. Qur total patient tumover averages approximately 30% per year. However, in 2009 the overall number of patienis that we treated
increased by approximatcly 6%, primarily from continued growth within the industry, Jower mortality rates and the opening of new centers and acquisitions.

Haspital inpatient diafysis services

We provide hospital inpatient hemodialysis services, excluding physician services, to patients in approximately 720 bospitals, We render these services for
a contracted per-treatment fec that is individually negotiated with each hospital. When a hospital requests our services, we typically administer the dialysis
treatment at the paticnt’s bedside or in a dedicated treatment room in the hospital, as needed. Hospital inpatient hemodialysis services are required for paticnts as
discussed above. In 2009, hospital inpatient hemodialysis services accounted for approximately 5% of our total dialysis treatments.

ESRD laboratory services

We own two separately incorporated, licensed, clinical laboratories, both located in Florida, specializing in ESRD patient testing. These specialized
laboratories provide routine laboratory tests primarily covered by the Medicare composite payment rate for dialysis and other physician-prescribed laboratory
tests for ESRD patients, Our laboratorics provide these tests predominantly for our nciwork of ESRD paticnts throughout the United States, These tests arc
performed to monitor a patient’s ESRD condition, including the adequacy of dialysis, as well as other diseases a paticnt may have, Cur laboratories utilize
information systems which provide information to our dialysis centers regarding critical outcome indicators.

Management services

We currently operate or provide management and administrative scrvices to 32 outpatient dialysis centers that are either wholly-owned by third partics or
centers in which we own an equity investment, under management and administrative services agreements. Management fees are cstablished by contract and are
recognized as camned typically based on a percentage of revenues or cash collections gencrated by the centers.

Ancillary services and strategic initiatives

Ancillary services and sirategic initiatives, which currently account for approximately 5% of our total consolidated net operating revenues, consist of the
following:

* Pharmacy services. DaVita Rx is a pharmacy that provides oral medications to DaVita's patients with ESRD. The main abjectives of the pharmacy
are to improve clinical outcomes by facilitating increased patient compliance and to provide our patients a convenient way to fill their prescription
needs. Revenucs are recognized as prescriptions are filled and shipped to paticnts.

4
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* Infusion therapy services. HomeChoice Parmers provides personalized infusion therapy services to paticnts typically in their own homes as a
cost-cilective altemative to inpatient hospitalization. Intravenous and nutritional support therapies are typically managed by registered and/or
board-certificd professionals including pharmacists, nurses and dicticians in collaboration with the patient’s physieian in support of the patient’s
ongoing heafthcare needs. Revenues are recognized in the peried when infusion therapy services are provided.

* Disease management services. VillageHealth provides advanced care management services to health plans and government agencics Jor
employces/members diagnosed with Chronic Kidney Discase (CKD) or ESRD. Through a combination of clinical coordination, medical claims
analysis and information technology, we endeavor to assist our customers and paticnls in obtaining superior renal health care and improved clinical
outcomes, as well as helping 10 reduce overall medical casts. Revenues arc typically based upon an established contract fee and are recognized as
camed over the contract period and can include additional fees for cost savings recognized by cortain customers. VillageHealth also provided full
service health care plans for ESRD patients during 2009 and 2008. As of December 31, 2009, VillageHealth discontinued providing full service health
care plans for ESRD patients.

+  Vascular occess services.  Lifeline provides management and administrative services to physician-owned vascular access clinics that provide surgical
and interventional radiology services for dialysis patients. Lifelinc also is the majority-owner of onc vascular access clinic, Manapement fees gencrated
from providing management and administrative services are recognized as earned typically based on a percentage of revenues or cash coltections
generated by the clinics, Revenues associated with the vascular access clinic that is majority-owned are recognized in the period when physician
services arc provided.

- ESRD clinical research programs.  DaVita Clinical Research conducts rescarch trials principally with dialysis patients and provides administrative
support for research condueted by DaVita-affiliated nephrofogy practices. Revenues are based upon an established fee per study, as deterrnined by
contract with drug companics and other sponsors and are recognized as eamed according to the contract terms.

* Physician services. DaVita Nephrology Partners offers practice management and administrative services to physicians who specialize in nephrology
under management and adminjstrative services agreements. Practice management and administrative services typically include operations management
IT support, billing and collections, credentialing and coding, and other support functions. Management fees generated from providing practice
management and administrative services to physician practices are recognized as earned typicully based upon cash collections generated by the
practices. -

Quality care

We believe our reputation for providing quality care is a key factor in attracting paticnts and physicians and in securing contracts with healthcare plans.
We engage in organized and systematic efTorts through our quality management programs to monitor 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 each of our centers.

We employ over 160 clinical service specialisis. The primary focus of this group is assuring end facilitating processes that aim to achieve superior clinical
outcomes at our facilities. Our physician leadership in the Office of the Chief Medical Officer (OCMO) includes five senior nephrologists, led by our Chief
Medical Officer, with a variety of academic, clinical practice, and clinical research backgrounds. Qur Physician Council is an advisary body to senior
management, composed of seven physicians with exiensive experience in clinical practice in addition to the members of OCMO and five Group Medical
Directors. The Physician Council and Group Medical Direciors represent both private and academic centers, The Physician Council provides sirategic input
regarding the outcomes of current clinical programs and on new programs that should be considered for development.
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Sourees of revenue—concentrations and risks

Our dialysis and related lab services business revenues represent 95% of our total consolidated net operaling revenues with the balance of our revenues
from ancillary services and strategic initiatives, Dialysis and related lab services revenucs are derived from providing dialysis treatments, the administration of
pharmaccuticals, retated 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 scrvices revenues are principally from government-based programs, including Medicare and Medicare-assipned
pians, Medicaid and Medicaid-assigned plans and commercial insurance plans,

The following table summarizes our dialysis and related lab scrvices revenues by source for the year ended December 31, 2009:

Revenue
perctninpes
Medicare and Medicare-assigned plans - ~ e 1 5T
Moedicaid and Medicaid-assigned plons 6%
Other povernmeni-based programs : . - ] T T %)
Total government-based programs 65%
[Commercial (including hospilal inpalient dialysis services) . . . N 3%&]
Total dialysis and related lab services revenues 100%
The following table summarizes our dialysis and related lab services revenues by modatity for the year ended December 31, 2009;
Revenue
ptrcentages
Dutpatient hemodialysis centers N ; ERNAE
Peritoncal dialysis and home-based hemod ialysis 11%
Hospital inpatient hemodialysis __ T ' T L 5%
Total dialysis and related lah services revenues 100%

Medicare revenue

Under the Medicare ESRD program, payment rates for dialysis arc cstablished by Congress. The Medicare composite rate currently set by CMS, pays
dialysis providers for services provided to Medicare bencficiaries under two methods: (1) the composite payment which includes a base payment, adjusted for
case-mix which links paymenis more closely with illness severity and regional geography differences, and a drug add-on payment, which is updated annuaily to
account for changes in drug prices and utilization and (2) separately billable drug reimbursement. Thus, dialysis providers receive a composile payment rate per
treatment to cover routine dialysis services, certain pharmaceuticals, rontine lab work, and other supplies, as well as a separate payment for pharmaceuticals,
which include Epugenc’, or EPO (a pharmaceuticel used to treat anemia, a common complication associated with ESRD), vitamin D analogs and iron
supplements that are not included in the composite payment rate. Pharmaceuticals arc generally paid at average sale price, or ASP, plus 6% based upon prices set
by Medicare. The Mcdicare payment rates that are paid to us, including payments for separately billable drugs, are not sufficient to cover our avernge cost of
providing a dialysis treatment.

ESRD patients receiving dialysis services become eligible for primary Medicare coversge at various times, depending on their age or disability status, as
well as whether they are covered by an employer group health plan.

Source: DAVITA INC, 10-K, February 25. 2010 ' Prowered by Momingstar®* Document Reseaich®
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Generaily, for a palient not covered by an employer group health plan, Medicare becomcs the primary payor either immediately or after a threc-month waiting
period. For a patient covered by an employer group health plan, Medicare generatly becomes the primary payor after 33 months, which includes 2 three month
waiting period, or earlier if the patient’s employer group health plan coverage terminates. When Medicare becomes the primary payor, the payment rate we
receive for that patient shiflts from the commercial insurance plan rate to the Medicare payment rate.

For cach covered treatment, Medicare pays 80% of the amount set by the Medicare system. The patient is responsible for the remaining 20%. In most
cases, o secondary payor, such as Medicare supplemental insurance, a state Medicaid program or a commercial heaith plan, covers all or part of these balanccs.
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 similer
programs through voluntary contributions. If a patient does not have secondary insurance coverage, we are generally unsuccessfil 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 oulstanding 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 ccnter’s Medicare cost report.

The Medicare composite payment rates set by Congress for dialysis treaiments that were in cflect for 2009 were between $150 and $167 per reatment,
with an average rate of $159 per treatment. Medicare payment rates for dialysis scrvices, historically, have not been routinely increased to compensate for the
impact of inflation, which negatively impacts our margins as patient care costs continue to rise. In July 2008, the Medicare Improvements for Patients 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 effect on January 1, 2010. MIPPA aiso introduced a new payment system for dialysis services which in
part provides for a new single bundled payment rate which, as currenily proposed, would be adjusied annually for inflation based upon a market basket indcx,
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 bundlcd
payment rate which will provide for a fixed rate for all goods and services provided during the dialysis treatment. On September 15, 2009, the Centers for
Medicare and Medicaid Services, or CMS, released the proposed rule regarding the new bundled payment rate system. The initial 2011 bundlcd rate is required
to be sct based on a 2% reduction in the paymeni rate that previders would have received under the historical fee for service payment methodotogy and based on
the lowest average industry pharmaceutical utilization from 2007 to 2009. Among other things, the proposed rule requires dialysis facilities to provide certain
oral medications but does not provide funding suificient to cover our costs for those medications. In addition, all laboratory tesis ordered by nephrologists would
be included in the bundle, whether or not the laboratory tests are related to the ESRD wreatment, without fitnding sufficient to cover our costs for those tesis. The
proposed rule also includes an expanded list of case-mix adjustors, many of which may be difficult or impossible for diatysis clinics to track, consequenily
reducing the payment rate for ESRD treatments. 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 duc to
providers will be set aside subject to provider satisfaction of certain quality standards. A faiture to achicve the required quality standards will result in the
forfeiture of the 2% reserve. Dialysis providers have the option to move fully to the bundled payment system in 2011 or to phase in the payment system over
three years. If the new bundled payment rate system is implemented as proposed, it could have a material adverse effect on our revenues, eamings ang cash
flows.

Source: DAVITAINC, 10-K, February 25, 2010 star® Documen! Anerarch®™
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We participate in two Medicare demonstration programs through a contract with CMS. One program is an ESRD demonstration program that started in
JTanuary 2006. it was originally contracted for a four year term and the term was extended by one year in 2009 until December 2010. The revenue is capitated for
all medical scrvices required by enrollecs in the program, We are af risk for all medical cosis of the program in excess of the capitation payments. The other
program ig a CKD/ESRD demonstration program which started in November 2008 and will continue for three years, We are paid a management fee for program
enrollees relating to CKI and ESRD disease states. Management fee revenues are subject to retraction if medical cost savings targets are not met,

Medicaid revenue

Medicaid programs are state-ndministered programs partially funded by the federal government. These programs are intended to provide health coverage
for paticnts whose income and assets fall below state-defined levels and who are otherwisc uninsured. These programs elso serve as supplemental insurance
programs for co-insurance payments due from Medicaid-eligible paticnts with primary coverage under Medicare. Some Medicaid programs aiso 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 patient’s comumcrcial insurance plan, if any, is responsible for payment of the dialysis services provided.
Although commercial payment rates vary significantly, average commercial payment rates are generally significantly higher than Medicare rates. The payments
we receive from commereial payors gencrate nearly all of our profits. Payment methods from commercial payors include a single lump-sum per treatment,
referred to as bundled raies and scparate payments for treatments and pharmaceuticals, if used as part of the treatment, referred to as fec for service rates.
Commercial payment rates are typically the result of negotiations between us and insurers or thitd-party administrators, but alse include non-contracted or
out-of-nctwork payment rates as well. Our out-of-nctwaork payment rates are on average higher than in-nctwork payment rates. We are continuously in the
process of negotiating agreements with our commercial payors and if our negotiations result in overal! commercial rate reductions in excess of our commercial
rate increases, our revenues and operating resulls could be negatively impacted. In addition, if there are sustained or increased job losses in the Unitcd States as a
result of current economic conditions, or depending upon changes to the healthcare regulatory system, we could experience a decrease in the number of patients
under commercial plans.

Approximately 35% of our dialysis and related lab services revenues and 12% of our patients were associated with commercial payors for the year ended
December 31, 2009. Less than 1% of our dinlysis and related lab services payments are due directly from patients. No single commercial payor accounted for
motre than 5% of total dialysis and related lab services revenues for the year ended December 31, 2009. :

Revenue from EPQ and ather pharmaceuiicals

Approximaiely 30% of our total dislysis and rclated lab services revenues for the year ended December 31, 2008 are associated with the administration of
physician-prescribed pharmaccuticals that improve clinical outcomes when included with the dialysis trcatment, These pharmaceuticals include EFO, vitamin D
analogs and iron supplements.

EPO is an erythropoiesis stimulating agent, or ESA, genetically engineered form of a naturally occurring protein that stimulates the production of red
blood cells. EPO is uscd in connection with afl forms of dialysis to treat anemia, a medical complication most ESRD patients experience. The administration of
EPO, which is currently separnicly 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 for-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 government payment rates related to EPO can significantly influence our revenues and operating
mcome,
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Furthermore, EPO is produced by a single manufacturer, Amgen, which can unilaterally increase its price for EPO at any time during the term of our
agreement with them. Any interraption of supply or product cost increases could adversely affect our operations. In 2009, we expenenced an increase in the cost
of EPO of approximately 2%. Our agreement with Amgcn also provides for specific rebates based on 8 combination of factors, including process improvement
and data submission,

In the past Lhere has been significant government scrutiny regarding anemia management practices for ESRD patients in the United States, initially
prompted by nisks identified in ccnnm patient populations that utilize EPO and similar pharmaceuticals. Following congressional hearings, the FDA required
warning labels for EPO and Aranesp®, an ESA also preduced 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 pharmeceutical intensities. The FDA held
additional heerings to revisit these label changes as they apply 1o ESRD and has indicated that they will convene in 2010 to further review ESA labeling, In
addition, HHS and CMS have given notice Lhat a meeting of the Medicare Evidence Development & Coverage Advisory Commitize, or MedCAC, willi be
convened on.March 24, 2010 to review policies around the administration of ESAs, including, among othcr things, an evaluation of the efficacy of certain
hemoglobin targets in CKD patienis, These meetings could result in further restrictions on the utilization and reimbursement for ESAs which could result in
decreased EPO utilization, Practice guidelines may continue to change as anemia management practices are scrutinized. Even Lhough we believe our anemia
management praclices have been compliant with existing laws and regulations, we may be subject to further inquiries from a vancty of govemment bodies as
these payment policies and practicing guidelines cvolve. .

Physician relationships

An ESRD patient generally secks treatment at an outpaticnt dialysis center near his or her home and at which his or her treating nephrologist has practice
privileges. Cur relationships with focal nephrologists and our ability to meet their needs and the needs of their patients are key factors in the success of our
outpatient dinlysis centers. Over 3,400 nephrologisis currently refer patients to our dialysis centers. As is typical in the dialysis industry, one or a few physicians,
including the dialysis center’s medical director, usually account for all or a significant portion of a dialysis center’s patient referral base. Our medical directors
provide a substantial portion of our patient referrals. If a significant number of pbysicians were to cease referring patients to our dialysis centers, our business
could be adversely affected.

Participatien in the Medicare ESRD program requires that dialysis services at an outpatient dialysis center be under the peneral 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 centers, At some
dialysis centers, we alse separately contract with one or more physicians to serve as assistant or associate medical direclors or to direct specific programs, such as
home dialysis training programs. We have contracts with approximatcly 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 js 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 olhers.
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Our medical director contracts generally include covenants not to compete. Also, when we acquire a dialysis center from one or more physicians or where
one or more physicians own minority interests in our dialysis centers, these physicians have agreed to refrain from owning inierests in other competing centers
within a defined geographic area for various time periods. Thiesé agreements not to compete restrict the physicians from owning or providing medical director
services to other dialysis centers, but do not prohibit the physicians from referring patients to any dialysis center, including competing centers. Many of these
agreements not to compete continue for a period of time beyond expiration of the comesponding medical director agreements, although some expire st the same
time as the medical director agreement, Occasionally, we expertence competition from a new dialysis center established by a former medical director following
the termination of his or ber relationship with us.

Government regulation

Cur dialysis operations are subject to extensive federal, statc and local governmental regulations. These regulations require us to meet various standards
relating to, among other things, government payment programs, dialysis facilitics and equipment, management of ceniers, personnel gualifications, maintenance
of proper records and quality assurance programs and patient care.

Because we are subject to & number of governmental regulations, our business could be adversely impacted by:

= Loss or suspension of federal certifications;
» Loss or suspension of licenses under the laws of any state or goyenmental authority from which we generate substantial revenues;
» Exclusion from govermment healthcare programs including Medicare and Medicaid;

+ Significant reductions or lack of inflation-adjusted increases in payment rates or reduction of coverage for dialysis and ancillary services and related
pharmaceuticals;

« Fines, damages and monetary penalties for anti-kickback law violations, Stark Law violations, submission of false claims, civil or criminal Jiability
based on violations of law or other failures 1o meet regulatory requirements;

+ Claims for monetary dar'nages from patients who believe their protected health information has been used or disclosed in violation of federal and stale
patient privacy laws;

«  Government mandated practice changes that significantly increase operating expenses; or

» Refunds of payments received from government payors and government health care program beneficiaries because of any failures to meet applicable
requirements.

We expect that our industry will continue to be subject to substantial regulation, the scope and effect of which are difficult to predict. Our activities could
be reviewed or challenged by regulatory authorities at any time in the future. This regulation and scrutiny could materially adversely impact us,

Licensure and Certification

Onr dialysis centers are certified by CMS, as is required for the receipt of Medicare payments, In some states, our dialysis centers also are required o
secure additional state licenses and permits. Governmental aunthorities, primarily state departments of health, periodically inspect our centers to determine if we
satisfy applieable federal and siate standards and requirements, including the conditions of panicipation in the Medicare ESRD program.

To date, we have not experienced significant difficulty in maintaining our licenses or our Medicare and Medicaid authorizations. However, we have
experienced delays in obtaining cenlifications from CMS.

CMS continues to study the regulations applicable to Medicare certification to provide dialysis services. On April 15, 2008, CMS issued new regulations
for Medicare certified ESRD facilities 1o provide dialysis services, referred 1o 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 ncw regulations are patient, quality and outcomes focused. Atmong other things, they
establish performance expectations for facilities and staff, eliminatc centain procedural requircments, and promate continuous quality improvement and patient
safety mcasures. We have esiablished an interdisciplinary work group to facilitate implementation of the Conditions of Coverage and have developed
comprehensive auditing processes 1o moniter ongoing compliance. We continue 10 assess the impaci these changes will have on our operating results.

Federal anti-kickback statute
The “anti-kickback™ statute contained in the Social Security Act imposcs criminal and civil sanctions on persons who receive, make, offer or solicit
paymenls in return for:

+ The referral of a Medicare 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 statc programs; or

- Arranging for or recommending the ordering or purchasing of such items.

Fedcral criminal penalties for the violation of the anti-kickback statute include imprisonment, fines and exclusion of the provider from future participation
in the Medicare and Medicaid programs. Violations of the anti-kickback statute are punishable by imprisonment for up to five years and fines of up to $250,000
or both, Larger fines ¢an be imposed upon corporations under the provisions of the U.S. Sentencing Guidelines and the Altemnate Fines Statute. Individuals and
entitics convicted of violating the anti-kickback statute are subject to mandatory exclusion from participation in Medicare, Medicaid and other federal healthcare
programs for a minimum of five years. Civil penalties for violation of this law include vp to $50,000 in monetary penalties per violation, repayments of up to
three times the total payments berween the parties and suspension from future participation in Medicare and Medicaid. Court decisions have also held that the
statute is violated whenever one of the purposes of remuneration is to induce referrals.

The Department of Health and Human Services regulations creale exceptions of “safe harbors™ for some busincss transactions and arrangements,
Transactions and arrangements structured within these safe harbors arc deemed to not violate the anti-kickback statute. A business transaction or arrangement
must satisfy every clement of a safe harbor to be protected by that safe harbor, Transactions and arangements that do not satisfy all elements of a relevant safe
harbor do not necessarily violate the statute, but can be subject to greater scrutiny by enforcement agencies.

Our medical directors refer patients to our centers and these arrangements, by which we pay them for their medical dircetor services, must be in
compliance with the fedetal anti-kickback statute. Among the available safe harbors s one for personal services furnished for fair market value. However, most
of our sgreements with our medical directors do not satisfy all seven of the requirements of the personal services safe harbor. We bclicve that because of the
naturc of our medical directors’ duties, it is impossible to satisfy the anti-kickback safe-harbor requirement that if the services provided under the agrecment are
on a part-time bagis, as they are with our medical directors, the agreement must specify the schedule of intervals of scrvice, their precise length and the exact
charge for such intervals, Accordingly, while we believe that our agreements with our medical directors satisfy as many of the elernents of this safe harbor as we
believe is reasonably possible, our arrangements do not qualify for safe harbor protection. We also notc that there is little guidance available as to what
constitutes fair market value for medicat 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 safe harbor protection, these arrangements could be challenged.

We own a controlling interest in numerous dialysis related joint ventures, which represented approximately 16% of our dialysis and refated lab services
revenues. In addition, we also own equity investments in several other dialysis related joint ventures. Our rclationships with physicians and other refermal sources
relating 10 these joint ventures are required 1o comply wilh the anti-kickback statute. Although there is a safc harbor for centain
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invesiment interests in “small entities,” it is not clear if any of our joint ventures satisfies all of the requirements for protection by this safe harbor. Under current
law, physician joint ventures are not prehibited but instead require a casc-by-case evalvation under the anti-kickback statute. We have structured our joint
ventures 1o satisfy as many safe harbor requirements as we believe are reasonably possible and we believe that these investments &re offered on a fair market
value basis and provide returns to the physician investors only in proportion to their actual invesanent in the venture, We belicve that our agreements do not
violate the federal anti-kickback statuie; however, since the arrangements do not satisfy all of the requirements for safe harbor protection, these wrrangements
could be challenged.

We lease space for approximately 470 of our centers from entities in which physicians hold ownership interests and we sublease space to referring
physicians at approximately 170 of our dialysis centers. These arrangements must be in complionce with the anti-kickback statute, We belicve that we meet the
elements of the safe harbor for space rentals in all material respects.

Some medical directors and other refering 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 selling items and services in the operation of our eenters 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 soructure these arrangements in compliance with the federal
anti-kickback statute, Subject to cerlain requirements and limitations, discounts representing reductions in the amounts we are charged for items or services based
on arm’s-length transactions can qualify for safe harbor protection if we fully and accurately reponi the discounts in the applicable Medicare cost reports, While
some of the safe harbor criteria are subject to interpretation, we belicve that our vendor contracts with discount provisions are in compliance with the
anti-kickback statute.

Stark Law

Another 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 entities providing designated health services, or DHS, from referring Medicare patients to such entities for the furnishing of such
services, unless on exception applies. Stark Law DHS include home health services, outpatient prescription drugs, inpatient and outpatient 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 serviees arising out
of the prohibited referral, The prohibition applies regardless of the reasons for the financial relationship and the referral; unlike the federal anti-kickback statute,
intent to induce referrals is not requircd. Sanctions for violation of the Stark Law include denial of payment for claims for services provided in violation of the
prohibition, refunds of amounts collected in violation, a civil penalty ol up to 515,000 for each service ansing out of the prohibited referral, exclusion from the
federal healthcare programs, including Medicare and Medicaid and a civil penalty of up to 3100,000 against parties that enter into a scheme to circumvent the
Stark Law prohibition. Stark Law violations also can form the basis for False Claims Act liability. The types of financial arrangemenis between a physician and a
DHS cntity that trigger the self-referral prohibitions of the Stark Law are broad and include direct and indirect ownership and investment interests and
COMpEnsation RIMangements.

CMS has adopted implementing regulations under the Stark Law collectively, Stark Regulations. CMS has not yet adopted implementing regulations
regarding application of the Siark Law to Medicaid, but has indicated that it anticipates issuing additional regulations regarding the application of the Stark Law
10 Medicaid referrals.

The definition of DHS under the Stark Law excludes services paid under & composite rate, even if some of the components bundled in the composite rate
are DHS. Since most services furnished to Medicare beneficiarics provided in our dialysis centers are reimbursed through a composile mte, the services
performed in our facilitics generally are not DHS, and the Stark Law referral prohibition does not apply to those services. The definition of
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DHS also excludes inpatient dialysis performed in hospitals that arc 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 and other specifically enumerated 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 EPO, Aranesp® and cquivalent
drugs dispensed by the facility for use at home, While we believe thal most drugs furnished by our dialysis centers are covered by the exception, dialysis centers
may administer drugs that are not on the list of CPT/HCPCS codes and therefore do not mect this exception, In order for a physician who has a financial
relationship with a dialysis center 4o order one of these drups from the cenier and for the center o obtain Medicare reimbursement, another exception must apply.

We have entered into several types of financial relationships with referring physicians, including compensation arrangements. We believe that the
compensation arangements under our medical director apreements satisfy the personal services compcensation amrangement exception to the Stark Law, While we
believe that compensation under our medicai director agreements, which is the result of arm’s length negotiations, results in fair market valuee payments for
medical director services, an enforcement agency could nevertheless challenge the level of compensation that we pay our medical directors. If the errangement
does not meet a Stark Law exception, we could in the future be required to change our practices, face civil penalties, pay substantiat fines, return certain
payments received frem Medicare and beneficiaries 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 Icased from entities in which referring physicians hold interests and we sublease spece to referring physicians at some of
our dialysis centers, The Stark Law provides an exception for lease arrangements if specific requirements are met. We belicve 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 Law exception for
investments in large publicly traded companies.

Some of our referring physicians also own equity interests in entities that operate our dialysis centers. None of the Stark Law exceptions applicable to
physician ownership interests in entities to which they make DHS referrals applies (o the kinds of ownership arrangements that referring physicians hold in
several of our subsidiaries that operate dialysis centers. Accordingly, these dialysis centers cannet bill Medicare for DHS referrals from physician owners. 1f the
dialysis centers bill for DHS referred by physician owners, the dialysis center would be subject to the Stark Law penalties desciibed above.

While we believe that most of our operations do not implicate the Stark Law, and that to the extent that our dialysis centers furmish DHS, they either meet
an exception or do not bill for services that do not meet a Stark Law exception, if CMS determined that we have submitted clzims in violation to the Stark Law,
we would be subject to the penalties described above. In addition, it might be necessary to restructure existing compensation agreements with our medical
dircctors and to repurchase or to request the sale of ownership interests in subsidiaries and partnerships held by referring physicians or, altemnatively, to refuse to
accept referrals for DHS from these physicians. Any such penalties and restructuring could have a material adverse effect on our operations.

If any of our busincss transactions or arrangements, including those described above, were found to violate the federal anti-kickback statute of Stark Law,
we could face criminal, civil or administrative sanctions, including possible exclusion from participation in Medicare, Medicaid and other state and federal
healtheare programs. Any findings that we have violated these laws could have a material adverse impact on our earnings.

13

Source: DAVITA INC, 10-K, February 25, 2010 Powerad by Momingsiar® Document Researnh ¥

12 Attachment - 404




C
Fraud and abuse under state law

Many statcs in which we operate dialysis centers have statutes prohibiting physicians from holding financial interesls in various types of medical facilities
to 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 faboratory subsidiary to perform laboretory services for their patients. Some states also have laws similar to
the federal anti-kickback statute that may affect our ability to receive referrals from physicians with whom we have financial relationships, such as our medical
dircctors. Some state anti-kickback statutes elso include civil and criminal penalties. Some of these statutes include exemptions applicable to our medical
directors and other physician relationships or for financial interests 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 referning physicians or for joint ownership interests of the type held by
some of our referring physicians or for financial interests limited to shares of publicly traded stock. If these siatutes are interpreted lo apply to referring
physicians with whom we contract for medicat director and similar services, to referring physicians with whom we hold joint ownership interests or to physicians
who hold intercsts in DaVita limited solely to publicly traded stock, we may be required to terminate or restrucrure some or all of our relationships with or refuse
referrals from these referring physicians and could be subject to civil and administrative sanctions, refund requirements and exclusions from government
healthcare programs, including Medicare and Medicaid. Such evenis could negatively affect the decision of referring physicians to refer patients to our centers.

The False Claims Act

The federal False Claims Act, or FCA, is a means of policing falsc bills or falsc requesis for payment in the healthcare delivery system. In part, the FCA
authorizes the imposition of up to three timcs the povernment’s damages and civil penaltics on any person who:

+ Knowingly presents or causes to be presented to the federal govemment,  false or fraudulent claim for payment or approval;

»  Knowingly makes, uscs or causes to be madc or used, a falsc record or staternent to get a false or fraudulent claim paid or approved by the federal
government;

= Conspircs to defraud the federal government by getting a falsc or fraudulent claim ailowed or paid; or

+ Knowingly makes, uses or causes to be made or used, a false record or statement to conceal, avoid or decrease an obligation to pay or transmit money
or property to the fcderal government.

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 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 penaltics for a violation of the FCA range from $5,500 to $11,000 for each falsc claim plus three Gmes the amount of damages caused by cach such
claim. The federal governiment has uscd the FCA to prosecute a wide variety of afleged falsc claims and fraud allegedly perpetrated against Medicare and state
healtheare programs, including coding errors, billing for services not rendered, the submission of false cost reports, billing for services at s higher payment ratc
than appropriate, billing under a comprehensive code as well as under one or more component cedes included in the comprehensive cede and billing for care that
is not considercd medically necessary, Although still subject to dispute, several courts have also determincd that a violation of the federal anti-kickback statute
can form the basis for lisbility 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 government can use severul criminal statules to prosecute persons who are alleged to
have submitied false or fraudulent claims for payment to the federal government.

The Health Insurance Poriability and Accountability Act of 1996

The Health Insurance Portability and Accountability Act of 1996 and its implementing privacy and sccurity regulations, as amended by the federal Health
Information Technology for Economic and Clinical Health Act {(HITECH Act) (collectively referred to as HIPAA), requires us to provide cerain protections to
patients and their health information (Protected Health Information, or PHI). HIPAA requires us to aflord patients certain rights regarding their PHI, and to limit
uses and disclosure of their PHI existing fn any media form {electronic and hardcopy). HIPAA also requires us to implement administrative, physical, and
technical safeguards with respect ta electronic PHI. We believe our HIPAA Privacy and Security Program sufTiciently addresses HIPAA requirements.

COther regulations

Our operations are subject to various staie hazardous waste and nen-hazardous medical waste disposal laws. These laws do not classify as hazardous most
of the waste produced from dialysis services. Occupational Safety and Health Administraticn regulations require employers to provide workers who are
occupationally subject to bloed or other potentially infectious materials with preseribed protections. These regulatory requirements apply to all healthcare
fucilities, including dialysis eenters, and require employers to make a determination as to which employees may be exposed to blood or other potentially
infectious materials and to have in effcct 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 contro] training, post-exposure evaluation and follow-up, waste disposal techniques and
precedures and work practice controls. Employers are also required to comply with various record-keeping requirements, We believe 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 centificate of need laws.

Corperate compliance program

We have implemented a company-wide ¢orporate 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 enhance it as necessary. The primary
purposes of the program include:

« Increasing, through training and education, the awareness of our teammates and affiliated professionals of the necessity of complying with all
applicable laws and regulations in an incrcasingly complicated regulatory environment,

« Auditing and monitoring the activities of our dialysis centers, laboratories and billing offices on a regular basis to identify potential instances of
noncompliance in a timely manner; and

+  Ensuring that we take steps to resolve instances of noncompliance or to address areas of potentinl noncompliance as promptly as we become aware of
them.

When evaluating the effectiveness of our corporate comptience program, we take into consideration a number of factors, including favorable results under
various government inquinies and adherence to industry standards.
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We have a code of conduct that each of our tcammates and affiliated professionals must follow and we have a confidential toll-free hotline (888-458-5848)
for teammates and patients to report potential instances of noncompliance. Our Chief Compliance Officer administers the compliance program. The Chief
Compliance Officer reports direcily to our Chiel Executive Officer, our Chief Operating Officer and to the Comphliance Committee of our Board of Directors.

Corporate Integrily Agreement

On December 1, 2004, Gambro Healthcare, Inc, whieh we acquired in October 2005, entered into a senlement agreement with the Department of Justice
and other agencies of the United States government 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 sctilement agreement, Gambro Healthcare, without
admitting liability, entered into a five-year corporate integrity agreement with the Office of the Inspector General, U.S. Department of Health and Human
Services, or O1G. The centers we acquired from Gambro Healthcare were subject to the corporate integrity agrecment. The corporate integrity agreement expircd
by its own terms on November 30, 2009. We submitted our final annual report 1o the OIG on Ianuary 14, 2010. On February t6, 2010, we were informed by the
OI6G that it has reviewed our final annual report and determined that DVA Renal Healtheare (formetly Gambro Healthearc) complied with the terms of the
corporate integrity agreement during the final reporting period and that the Fifth Annual Repont is complete. The five year term of the corporate integrity
agreemcnt has now concluded and DVA Renal Healtheare is no Jonger subject to its terms.

Insurance

We maintain insurance for property and general liability, professional liability, directors’ and officers’ liability, workers compensation and other coverage
in amounts and on ierms deemed adequate by management based on our claims expericnce and expectations for future elaims. Future claims could, however,
exceed our applicable insurance coverage. Physicians practicing at our dialysis centers arc required to maintain their own malpractice insurance and our medical
directors are required to maintain coverage for their individual private medical practices. Our liahility policies cover our medical directors for the performance of
their dutics as medical directors.

Capacity and loeation of our centers

We are able 10 increase our capacity by extending hours at our existing centers, expanding our existing centers, relocating our centers, developing new
centers and by acquiring centers. The development of a typical outpatient center by us generally requires approximately $2.0 million for leaschold improvements,
equipment and first-ycar working capilal. Based on our experience, a ncw center typically opens within a year after the property lease is signed, normally
achieves operating profitability in the second year afier certification and normally reaches maturity within three to five years. Acquiring an existing center
requires a substantially greater initial investment, hut profitability and cash flow are generally initially more predictable. To a limited extent, we enter into
agrccments 1o provide management and edministrative services 10 dialysis centers in which we cither own an cquity investment, or are wholly-owned by third
partics in return for management fees, which are typically based on a percentage of revennes or cash collections of the managed operations.

The table below shows the growth of our Company by number of dialysis centers.

2009 2008 2007 2006 2005
Nurnber of centers at beginning of year 1,449 1,359 1,300 1,233 658
Acquired centers 1% 20 16 26 609(1)
Developed centers 78 86 64 , 55 46
Net change in centers with management and administrative services agreements* 8(4) 1 {15%3) — 4(1}
Divested and closed centers 8 )] (&)} (5)(2) (72X}
Merged into existing center** (16) (8) 2 % {12}
Number of centers at end 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 agrecments, as a result of the DVA Renal Healthcare
gcquisition and 74 centers were divested in connection with this acquisition, including three centers under management and administrative services

agresments.
(2)  Three centers were divested in connection with the acquisition of DVA Renal Healthcare.

(3) In November 2007, one of our management and administration service agreements was terminated, in which we provided management and administrative
services to 20 dialysis centers.

(4) During 2009, we made equity investments in 6 centers and we entered into 2 additional management and administrative service agreements.

. Represents dialysis centers in which we either own an equity investment, or are wholly-owned by third parties,

#+  Represents dialysis centers that were closed and the majority of patienis were retained and transferred to other existing dialysis centers.

As of December 31, 2009, we operated or provided administrative services to 1,530 outpatient dialysis centers, of which 1,498 are consolidated in our
financial statements. Of the remaining 32 dialysis centers, we own an equity 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:

State Centers
Califomnia 185
Florida 130
Texas 121
Georgia 97
Ohio 66
Pennsylvania 62
North Carolina 57
Virginia 35
Michigan 52
Maryland 49
Illinois 48
Minnesota 38
Alabama 37
Tenrnessce 36
Missouri 35
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 diatysis businesses, relationships with physicians
to act as medical directors and for individual patients. Acquisitions and patient retention are an important part of our growth strategy and our business could be

State

New York
Indiana
Oklahoma
Colorado
Kentucky
Louisiana
Arizona
New Jersey
South Carolina
Washington
Connecticut
Kansas
Ncvada
lowa
Oregon

State
Nebraska
Wisconsin
Massachusctts
Arkansas

District of Columbia

Idaho

Utah
Mississippi
New Mexico
South Dakota
West Virginia
Delawarc

North Dakota
New Hampshire

Centers

adversely affected if we are not able to continue 10 make acquisitions on reasonable terms or if we face signilicant patient attrition to our competitors.

Competition for qualified physicians 16 act as medical dircctors and for inpaticnt dialysis services agreements with hospitals is also intcnse. Occasionally, we
have also experienced competition from former medical directors or referring physicians who have opened their own dialysis centers. In addition, we experience
compctitive pressures in connection with negotiating contracts with commercial healthcare payors. .
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in the United States. Approximately 42% of the centers not
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owned by us or Fresenius are owned or centrolied by hospitals or non-profit erganizations. Hospital-based and non-profit dialysis units typically are more
difficult to acquire than physician-owned centers. Because of the case of entry into the dialysis business and the ability of physicians o be medical directors for
their own centers, competition for growth in existing and expanding markets is not limited to large competitors with substantial financial resources.

Fresenius also manufactures a full line of dialysis supplies and cquipment in addition 10 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 ane of our largest suppliers of dialysis products. In January
2010, we entered into an agreement with Fresenius which committed us 1o purchase a certain amount of dialysis equipment, parts and supplies from them
through 201 3. In addition, in August 2006, we also entered inte a product supply agreement with Gambro Renal Products that requires us to purchase a certain
amount of our hemodialysis non-equipment product supplies, such as dialyzers, at fixed prices through 2015. Our purchases of products in the categories
generally offered by Fresenius and Gambro Renal Products represent approximately 4% of our tofat opcrating expenses, During 2009, we purchased
hemodialysis products and supplies from Gambro Renal Products representing approximately 2% of our total operating expenscs.

Teammates
As of December 31, 2009, we had approximately 34,000 teammates:

- Licensed professional siafl (nurses, dieticians and social workers) 14,000
» Other patient care and center support staff and laboratory personnel 15,000
« Corporate, billing and regional administrative staff 5,000

Onur dialysis business requires nurses with specialized training for paticnts with complex care needs. Recritment 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 to a nursing shortage. We have an
active program of investing in our professional healthcare teammates 1o help ensure we meet our recruitment and retention targeis, including expanded training
opportunities, tuition reimburscments and other incentives.
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Item 1A. Risk Factors.

This Annual Report on Form 10-K contains statements thal are forward-looking statements within the meaning of the federal securities laws. These
statements imvolve fnown and undmown risks and uncertainties including the risks discussed below. The risks discussed below are not the only ones jacing our
business, Please read the cautionary notice regarding forward-looking statements in ltem 7 under the heading * Management s Discussion and Analysis of
Financial Condition and Results of Cperation”.

1f the average rates that commercial payors pay us decline significantly, it would have a material adverse effect on our revenues, carnings and cash
flows,

Approximately 35% of our dialysis and related lab services revenues for the year ended December 31, 2009 were generated from paticnts who have
commercial payors as the primary payor, The majority of these patients have insurance policies that pay us on tenms and at rates that arc gencyally significantly
higher than Medicare rates. The payments we receive from commercial payors gencrate nearly all of our profit and all of our nonacute dialysis profits come from
commercial payors. We continue ta experience downward pressure on some of our commercinl payment rates and it is possible that commercial payment rates
could be materially lower 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 negotiating agreements with our commercial payors, and payors are aggressive in their negotiations with us. In the
event that our continued negotiations result in overall commercial rate reductions in excess of overall commercial rate increases, the cumulative effect could have
a matcrial adverse effect on our financial results. Consolidations have significantly increased the negotiating levernge of commereial payors. Our negoliations
with payors are also influenced by competitive pressures. We expect that some of our contracted rates with commercial payors may decrcase or that we may
experience decreases in patient volume as our negotiations with commercial payors continuc. In addition to increasing downward pressure on contracted
commercial puyor rates, payors have been attempting to impose restrictions and limitations on non-contracted ar out-of-network providers. In seme
circumstances for some commercial payors, our centers arc designated as out-of-network providers. Rates for out-of-network providers are on average higher
than rates for in-nctwork providers. Commercial payors may restructure their benefits to create disincentives for paticnts o select or remain with out-of-network
providers or may decrcase payment rates for out-of-network providers. We, along with others in the kidney care community, are resisting attempis to limit access
to out-of-network providers through regulatory, legislative and legal means. Decreases in out-of-network rates and restrictions on out-of-network access
combined with decreases in contracied rates could result in a significant decrease in our overall revenue derived from commercial payors. If the average mates that
commercial payors pay us decline significantly, it would have a material adverse effect on our revenucs, camings and cash flows.

1f the number of patients with higher-paying commercial insuraoce declines, then our revenues, earnings and cash flows would be sobstantially
reduced.

Cur revenue levels are sensitive to the percentage of our patients with higher-paying commcrcial insurance coverage. A patient’s insurance coverage may
change for a number of rcasons, including changes in the paticnt’s or a family member’s employment status, Currently, for a patient covered by an employcr
group healih plan, Medicare generally becomes the primary payor after 33 months, or earlier, if the patient’s employer group health plan coverage terminates,
When Medicare becomes the primary payor, the payment rate we receive for that paticnt shifis from the employer group health plan rate to the lower Medicare
payment rate. We have seen an increase in the number of patients who have government-based programs as their primaty payors which we belicve is largely asa
result of improved mortality and the current cconomic recession which has a negative impact on the percentage of patients covered under commercial insurance
plans. To the extent there are sustained o 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 also experience a further decrease if
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changes 1o the healthcare regulatory system result in fewer patients covered under commercial plans. In addition, our continued negotiations with commezcial

payors could result in a decrease in the number of patients under commercial plans to the extent that we cannot reach agreement with commcrcial payors on rates
and other terms. I there is a significant reduction in the number of patients under higher-paying commercial plans relative o government-based programs that
pay at lower rates, it would have a material adverse effect on our revenues, eamingg and cash flows.

Changes in the structure of, and payment rates under the Medicare ESRD program, including the implementation of a bundled payment system under
MIPPA and other healtheare reform initiatives, could substantially reduce oar reveoues, earnings and cash flows.

Approximatety one-half of our dialysis and rclated Jab services revenues for the year ended December 31, 2009 was generated from paticnts who have
Medicare as their primary payor. Currently, the Medicare ESRD program pays us for dialysis trealment services at a fixcd composite rate, The Medicare
compasite rate is the payment rate for a dialysis treatment including the supplics used in those treatments, specified $aboratory tests and cenain pharmaceuticals,
Certain other pharmaceuticals, including EPO, vitamin D analogs and iron supplements, as well as certain specialized laborntory tests, are separately billed.

In July 2008, MIPPA was passed by Congress. This legislation introduccd 2 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 all goods and services provided during the dialysis treatment.
On September 15, 2009, CMS relcased the proposed rule regarding the new bundled payment rate system. 1f the new bundled payment rate system is
implemented as proposed, it could have a material adverse effect on our revenucs, carnings and cash flows. The initial 2011 bundled rate is required to be set
based on a 2% reduction in the payment rate that providers would have received under the histarical fee for service payment methodology and based on the
lowest average industry pharmaceutical utilization from 2007 to 2009. Among other things, the proposed rule requires diatysis facilities to provide certain oral
medications but does not provide funding sufficient to cover our costs for those medications. In addition, all Jaboratory tests ordered by ncphrologists 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 also includes an expanded list of case-mix adjustors, many of which may be difficult or impossible for dialysis clinies to track, consequently
reducing the payment rate for ESRD treatments. 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 2 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. The proposed rule also requires the new single bundled payment base rate to be
adjusted annually for inflation based upon a markel 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 set aside subject to provider satisfaction of cenain quality standards. A failure to achieve the required quality
standards will result in the forfeiture of the 2% reserve. Dialysis providers havc the aption 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 effect in 2011 have not been set, we cannot predict whether we will be able to
reduce our operating costs at a level that will offsct 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 2 compensating inflation-based
increase in Medicare payment rates. To the extent the Medicare bundled rates are cstablished at levels that result in lower overall reimbursement for services we
provide 1o Mcdicare patients, it could have a material adverse effect on our revenues, eamings and cash flows. We also cannot predict whether we will be eble to
implement the requirements of the final rufe within the time frames set in the final rule or whether we will be able to satisfy our Medicarc and Medicaid
regulatory compliance obligations as processes and systems are modified to comply with the final rulc.

In nddition, ongoing public policy debates regarding healthcare reform and the extension of coverage 1o uninsured individuals has recently intensificd.
While we cannot predict whether the federal government will
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enact changes to the healthcarc regulatory system in responsc to the current debate or the potcntial impact of any such changes, to the extent that any changes to
the current healthcare regulatory system result in a reduction in paticnts covered by commercial insurance or a reduction in reimbursement rates for our scrvices
from commerciat and/or government payors, our revenues, eamings and cash flows could be adversely affected.

Changes in state Medicaid or other non-Medicare government-based programs or payment rates could reduce our revenues, earnings and cash flows,

Approximately 15% of our dialysis and related lab services revenues for the year ended December 31, 2009, was generated from patients who have state
Medicaid or other non-Medicare govetnment-based programs, such as Medicare-assigned plans or the Veterans Health Administration, as their primary coverage.
As staic governments and governmental organizations face increasing budgetary pressure, they may propase 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 Janoary 2009, the Department of Veterans Affairs
informally adopted & policy to reduce payment rates for dialysis services to Medicare rates. The informal policy was subsequently withdrawn in July 2009. On
February 17, 2010, the Department of Veterans Affairs formally proposed a 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 its current form, it will have a significant negative
impact on our revenues, camings and cash flows as a result of the reduction in rates or as a result of a decrease in the number of patients covered by the Veterans
Health Adminisiration that we service. Approximately 2% of our dialysis and relaied lab services revenues for the year ended December 31, 2009 was gencrated
by the Veterans Health Administration. While we cannot predict whether the Department of Veterans 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 cffect on our revenues, eamings
and cash flows.

In addition, some state Medicaid program eligibility requirements mandate that citizen enrollees in such programs provide documenied proof of
citizenship. 1f our patients cannot meet these prool of citizenship documentation requirements, they may be denied coverage under these programs. If state
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 Jimit eligibility for coverage or adopt changcs to their payment structute which reduces our overali payments from these state Medicaid
or non-Medicare government programs, then our revenues, earnings and cash flows could be adversely affected. :

Changes in clinical practices, payment rates or regulations impacting EPO and other pharmacenticals could snbstantially redoce our revenues,
earnings and cash flows.

The administration of EPO and other pharmaccuticals accounted for approximately 30% of our dialysis and related lab services revenues for the year
ended December 31, 2009, with EPO accounting for approximately 20% of our dialysis and related lab services revenues for the same period. Changes in clinical
practices that result in further decreased utilization of prescribed pharmaceuticals or changes in payment rales for thosc pharmacenticals could subsiantially
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 creaied confusion and concem in the nephrolagy community. In late 2006, the House Ways and Means Committee held a hearing on the issue of the
utilization of erythropoeisis stimulating agents, or ESAs, which include EPO, and in 2007, the FDA required changes to the labeling of EPO and Aranesp® to
include & black box warning, the FDA’s strongest form of warning label. The FDA held additional hearings to revisil these label changes os they apply 10 ESRD
and has indicated that they
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witl convene in 2010 to furiher review ESA labeling, CMS also reviewed its EPO reimbursement policies and in January 2008, changes to the EPO monitoring
policy went into effect which further limited reimbursemcnt 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 2 meeting of the Medicare Evidence Development &
Coverage Advisory Commitiee, of MedCAC, will he convened on March 24, 2010 fo review policies around the administration of E§ As, including, among other
things, an evaluation of the cfficacy of certain hemoglobin targets in CKD patients. These meetings could result in furthcr restrictions on the utilization and
reimbursement for ESAs which could result in decreased EPO utilization. Commercial payors have also increasingly examined their edministration policies for
EPO and, in some cases have modified those policies. Further changes in labeling of EPO and other pharmaceuticals in a manner that alters physician practicc
patterns or sceepted clinical practices, changes in private and governmental payment criteria, including the introduction of EPO administration poticies or the
conversion lo ajtcrnate types of administration of EPO or other pharmaceuticals that result in further decreases in utilization or reimbursement for EPO and other
pharmaceuticals could have a matcriat adverse effect on our revenues, eamnings and cash flows.

Changes in EPO pricing could materially reduce our revenues, earnings and cash flows and affect our ability to care for oor patients,

Amgen Inc, is the sole suppier 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 comresponding increases in payment rates for EPO could have a material adverse cffect on our eamnings and
cash Nlows and ultimately reduce our income. Our agrecment with Amgen for EPO includes potential rebates which depend upon the achicvement of centain
critcria. We cannot predict whether we will continue to receive the rebates for EPO that we cumently receive, or whether we will continue to achieve the same
levels of rebates within that structure as we have historically achieved. Our agreement with Amgen provides for specific rebates off of list price based on a
combination of factors, mcluding process improvement and data submission. Factors that could impact our ability to qualify for rebates provided for in our
agrecment with Amgen in the future include our ability to develop and implement ¢ertain process improvements and track certain data elements. Failure to meet
cerain targets and eam the specified rebates could have s 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 a number of inquiries by the federal government, any of which could result in substantial penalties against us.

We arc the subject of a number of inguiries by the federal govemment. We have received subpoenas from the U.S. Attomey’s Office for the Northern
District of Georgia, the U.S, Attorney’s Office for the Eastern District of Missouri and the U.S. Atiomey’s Office for the Eastern District of Texas, We are
cooperating with the U.S. Attorney’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 cerlain cases, criminal penalties. 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 by the federal government or when these matters may be resolved, it i< not unusnal for investigations such as these to continue for a
considerable period of time. Responding to the subpoenas will continue to require management's attention and significant lcgal expense. See Note 16 to our
consolidated financial statements for additional information regarding these inquiries and subpoenas.
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Continued inguiries from various governmental bodies with respect to our utilization of EPO and other pharmaceuticals will require management’s
atiention, cause us lo incur significant legal expense and could result in substantial financial penalties against us or exclusion from future participation
in the Medicare and Medicaid programs, and could have a material adverse effect on our revennes, earnings and cash flows.

In response to clinical studies which identified rlsks in certain patient populations related te the utilization of EPO and other ESAs, i.¢., Aranesp®, and in
response to changes in the labeling of EPO and Arancsp there has been substantial media attention and government serutiny resulting in hearings and
legislation regarding pharmaccutical utilization and reimbursement. Although we believe our anemia management practices and other pharmaceutical
administration practices have been compliant with existing Jaws and regulations, as a result of the current high level of scrutiny and controversy, we may be
subject to increased inquiries from a variety of governmental bodies and claims by third parties. For example, the subpoena from the U.5. Attomney’s Office for
the Northern District of Georgia relates to the pharmaceutical products Zemplar, Hectorol, Venofer, Ferlecit, EPO and other rclated matiers. The subpoena from
the U.S. Attomey’s Office in the Eastern District of Missouri includes requests for documents regarding the administration of, and billing for, EPO. The
subpoena from the Office of Inspector General in Houston, Texas requests records relating to EPO claims submitted to Medicare. In addition, in February 2008
the Attoney General’s Office for the State of Nevada notified us that Nevada Medicaid intends to conduct audits of ESRD dialysis providers in Nevada relating
1o the billing of pharmaceuticals, including EPO. Additional inguirics from various agencies and claims by third parties with respect to this issue would continue
10 require management’s atiention and significant legal expense and any negative findings could result in substantial financial penalties against us or exclusion
from future participation in the Medicare and Medicaid programs, and could have a material adverse effect on our revenucs, carnings and cash flows. Sce Note
16 to our consolidated financial statements for additional information regarding these inquiries and subpoenas.

If we fail to adhere to all of the complex government regulations that apply to our business, we could suffer severe consequences that would
substantially reduce onr revenues, earnings and cash Mows.

Qur dialysis operations arc subject to extensive federl, state and local govenment regulations, including Medicare and Medicaid payment rules and
regulations, federal and state anti-kickback laws, the Stark Law physician sell-referral prohibiticn and analogous state referral statutes, the federal False Claims
Act, or FCA, and federal and stale laws regarding the collection, use and disclosure of patient health information. The Medicare and Medicaid reimbursement
rules retated te claims submission, licensing requirements, cost reporting, and payment processes impose complex and extensive requirements upon dialysis
providers. A violation or departure from any of these requirements may resull in government audits, lower reimbursements, significant fines and penalties, the
potential loss of certification and recoupments or voluntary repayments.

The regulatory scrutiny of healthcare providers, including dialysis providers continues to increase. Medicare has incrensed 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
pharmaceuticals, including EPO, and, to the extent that any such documentation is found insufficicnt, we may be required to refund any amounts received from
such administration by government or commercial payors, and be subject to substantial penalties under applicable laws or regulations, 1n addition, fiscal
intermediaries have increased their prepayment and post-payment revicws.

We endeavor 1o comply with all of the requirements for receiving Medicare and Medicaid payments and to structurc all of our relationships with referring
physicians to comply with state and federal anti-kickback laws and physician self-referral law (Stark Law). However, the laws and regulations i this area are
complex and subject to varying interpretations, For example, if an enforcement ageney were to challenge the Jevel of compensalion that we pay our medical
directors, we could be required to change our practices, face criminal or civil penalties, pay substantial fines or otherwisc cxperience a material adverse cffect as
o result of a challenge to
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these arrangements. In addition, recent amendments 1o the FCA impose severe penaliies for the knowing and improper retention of overpayments collected from
govemment 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 overpaymments and we may be required to make additional investments in
the fature. 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.

If any of our operations arc found to violate these or other government regulations, we could suffer severe consequences that would have a matcrial
adverse effect on our revenues, camings and cash flows including:

+ Suspension or terrmination of our participation in government payment programs,

= Refunds of amounts received in violation of law or applicable payment program requircments;

+ Loss of required government certifications or exclusion from government payment programs,

» Lass of licenses required to operate healthcare facilities in seme of the states in which we operate;

+ Reductions in payment rates or coverage for dialysis and ancillary services and related pharmaceuticals;

- Fines, dsmages or monetary penalties for anti-kickback law violations, Stark Law violations, FCA violations, civil or criminal liability bascd on
violations of Jaw, 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 or state
patient privacy laws;

- Mandated practice changes that significanily increase operating expenses; and

+ Termination of relationships with medical directors.

Delays in state Medicare and Medicaid certification of cur dialysis centers could adversely affect our revenues, earnings and eash flows.

Before we can begin billing for patients treated in our cutpatient dialysis centers who arc enrolled in government-based programs, we are required to
obtain state and federal certification for participation in the Medicare and Medicaid programs. As state governments face increasing budgetary pressure, certain
siates are having difficulty certifying dialysis centers in the normal course resulting in significant delays in cerlification, If state governments continue to have
difficulty certifying new centers in the normal course and we continue to experience significant delays in our ability to treai and bill for services provided to
patients covered under government programs, it could cause s o incur write-ofls of investments or accelerate the recognition of leasc obligations in the event
we have to close centers or our centers’ operating performance deferiorates, and it could have an adverse effect on our revenues, carnings and cash flows.

If our joint ventores were found to violate the law, we could suffer severe conscquences that would have a material adverse effect on our revenues,
carpings and cash flows.

As of December 31, 2009, we owned a controtling interest in numerous dialysis related joint ventures, which represented approximately 16% of our
dialysis and related lab services revenues for Lhe year ended December 31, 2009. 1n addition, we also owned equity interests in several other dialysis related joint
ventures. We anticipate that we will continue to incrcase the number of our joint ventures. Many of our joint ventures with physicians or physician groups also
have the physician owners providing medical dircctor serviees to those centers or other centers we own and operate, Because our refationships with physicians
are governed by the federat anti-kickback starute, we have sought to structure our joint venture arrangements to salisfy as many safe harbor requirements as we
belicve are reasonably possible. However, our joint venturc arrangements do not satisfy all clements of any safe harbor under the federal anti-kickback statute,
The subpeena and related requests for documents e received from the United States Attomey’s Office for the Eastern District of Missouri included requests for
documents related to 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 to be in violation of the anti-kickback statute or the Stark Law provisions, we could be required to restructure the joint
venmres ot refuse 10 accept referrals for designated health services Grom the physicians with whom the joint venture centers have a financial relationship.

We also could be required to repay amounts reccived by the joint ventures from Medicare and certain other payors to the extent that these arrangements are
found to give rise to prohibited referrals, and we could be subject to monetary penaltics and exclusion from government healthcare programs. If our jotnt venture
ceniers are subject to any of these penalties, we could suffer severe consequences that would have a material adverse effect on our revenues, camings 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
unable to accurately estimate our revenue and related refond lisbilities, it conld impact the timing of our revenoe recognition or have a signifieant
imp2et ¢n our operating resolts,

There are significant estimating risks associated with the amount of dialysis and reiated lab services revenues and related refund liabilities that we
recognize in a reporting period. The billing and collection process is complex due to ongoing insurance coverage changes, geographic covernge differences,
differing interpretations of contract coverage, and other payor issues. Determining appliceble primary and secondary coverage for approximately 118,000
patients at any point in time, together with the changes in patient coverage that occur each month, requires complex, resource-intensive processes. Emmors in
determining the correct coordination of benefits may result in refunds to payors. Revenucs associated with Medicare and Medicaid programs are also subject to
estimating risk related to the amounts not paid by the primary govemment payor that will ultimately be collectible from other government programs paying
secondary coverage, (he patient’s commercial heatth plan sccondary coverage o the patient. Collections, refunds and payor retractions typically continue to
occur for up to three years and longer after services are provided. We generally expect our range of dialysis and related lab services revenucs cstimating risk to
be within 1% of revenues for the segment, which can represent as much as 6% of consolidated operating income, If our estimates of dialysis and related lab
services revenues and related refund liabilities are materially inaccurate, it could impact the timing of our revenue recognition and have 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 upsuccessful. In the event that one
or more of these activities is unsuccessful, we may bave to write off onr investment and incur other exit costs.

Our ancillary services and strategic initiatives include pharmacy services, infusion therapy services, discase management services, vascular access
services, ESRD clinica) research programs and physician services. Many of these injtiatives require investments of both management and financial resources and
can generale significant losses for a substantial period of time and may not become profitable. There can be no assurance that any such strategic initiative will
ultimntely be successful. Any significant change in market conditions, business performance or in (he regulatory environment may impact the cconomic viability
of any of these sirategic initiatives. For example, during 2009 and 2008, several of our strategic initiatives gencrated net operating losses and are expected to
gencrate net opcrating Josses in 2010, If any of eur ancillary services or strategic initiatives do not perform as planned, we may incur a material write-off or an
impairment of our investment, including goodwill, in one or more of these activities or we could incur significant termination cosls if we werc to exit a certain
line of business.

If a significant number of physicians were (o cease referring patients to our dialysis centers, whether due to regulatory or other reasons, it wonld have a
material adverse effect on onr revenues, carniogs and cash flows,

We belicve that physicians prefer to have their patients treated at dialysis centers where they or other members of their practice supervise the overal} care
provided as medical director of the center. Asa 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 not
former medical directors have an obligation to refer their patients to our centers. 1If 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 arc
unable to enforce noncompetition provisions contained in the terminated medical director agreements, former medical directors may choose to provide medical
director services for competing providers or establish their own dialysis centers in competition with ours. Also, if the quality of service Jevels at our centers
deteriorates, it may negatively impact patient referrals and treatment volumes.

Our medical direetor contracts are for fixed periods, gencrally three to ten years. Medical dircctors have no obligation to extend their agreements with us.
We may take actions to restructure existing retationships or take positions in negotiating extensions of relalionships 1o agsure compliance with the safe harbor
provisions of the anti-kickback statute, Stark Law and other similar laws. Thesc actions could negatively impact the decision of physicians to exiend their
medical director agreements with s or to refer their patients to us. If the terms of any existing agreement are found to violate applicable laws, we may not be
successiul in restructuring the relationship which could lead to the early termination of the agreement, or cause the physician to stop referring patients to our
dialysis centers. If a significant number of physicians were to cease referring patients 1o our dialysis ceniers, whether due to regutatory or other reasons, then our
revenues, eamings and cash flows would be substantiatly reduced,

Current economic conditions, including the current recession, as well as further disruptions in the financial markets could result in substantial declines
in our revenues, earnings, cash flows and financial condition.

The current economic recession could adversely affect our business and our profilability. Among other things, the potential dectine in federal and state
revenucs 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 continue to result in a
smaller pereentage of our patients being covercd by an employer group health plan and a larger percentage being covered by tower paying Medicare and
Medicaid programs. Employers may atso begin to select more restrictive commercial plans with lower reimburscment rates. To the extent that payors are
negatively impacted by a decline in the economy, we may experience further pressure on commerciat rates, a further slow down in collections and a reduction in
the amounts we expect to collect, In addition, if the current uncertainty in the financial markets continugs, the variable interest rates payable under our credit
facitities could be adversely affected or it could be more difficult to obtain or renew such facilities or to obtain other forms of financing in the futere. Any orall
of these factors, as well as other consequences of the curment economic conditions which cannot eurrently be anticipated, couid have a material adverse effect on
our revenues, carmings and cash flows and otherwise adversely affect our financial condition,

I we are not able to continuc to make acquisitions on reasonable terms, or maintain an acceptable tevel of non-acquired growth, or if we face
significant patient attrition to our competitors, it conld adversely affect our business.

The diatysis industry is highly competitive, particularly in terms of ecquiring existing dialysis ccnters, We continue to face increased competition in the
dialysis industry from large and medium-sized providers which compete directly with us for acquisition targets as well as for individual patients and medical
directors. Acquisitions, palient retention and medical director retention arc an important part of our growth strategy. Because of the ease of entry into the diabysis
business and the ability of physicians to be medical directors for their own centers, competition for growth in existing and expanding markets is not limited to
large competitors with substantial financial resources, Occasionally, we have experienced competition from former medical directors or referring physicians who
have opened their own dialysis centers. In addition, Fresenius, our Jargest competitor, manufactures a full line of dialysis supplies and equipment in addition to
owning and operating
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dialysis ccnters. This may give them cost advantages over us because of their ability to manufacture their own products. 1f we are not able to continue to make
acquisitions on reasonable terms, continue to maintain acceptable levels of non-acquired growth, or if we facc significant patient attrition to our competitors, it
could adversely affect our business.

The level of our current and future debt could have an adverse impact on our business and our ability to generate cash to service our indebtedness
depends on many factors beyond our control.

We have substantiz] debt oumtstanding and we may incur additionat indebtedness in the future. The high level of our indebtedness, among other things,
could:

« make it difficult for us to make payments on our debt securities,
- increase our vulnerability to general advesse economic and industry 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, capital expenditures, acquisitions and invesiments and other general corporate purposes;

+ limit our flexibility in planning for, or reacting to, changes in our busincss and the markets in which we operate;
» place us at a compctitive disadvantage compared to our competitors that have less debt; and

» limit our ability to borrow additional funds.

Our ability to make payments on our indebtedness and to fund planned capital expenditures and expansion efforts, inctuding any strategic acquisitions we
may make in the future, will depend on our ability to generatc cash, This, 10 a certain extent, is subject to general economic, financial, competitive, regulatory
and other factors that are beyond our contro!,

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 to enable us to service our indebtedness or to Tund other liquidity needs. Our Senier Secured Credit Facilitics are secured by
substantially all of our and our wholly-owned subsidiaries' assets. As such, our ability to refinance our debt or seck additional financing could be limited by such
security interest. We cannot assure you that we will be able to refinance our indebtedness on commercially reasonable terms or at all. If additional debt financing
is not available when required or is not available on acceptable terms, we may be unable 1o grow our business, take advaniage of business opportunities, respond
10 competitive pressures or refinance maturing debt, any of which could have a material adverse cffcct on our operating results and financial condition.

Increases in interest rates may inerease our interest expense and adversely affect our profitability and cash flow and our ability to service our
indebtedness.

We are subject 10 interest rate volatility associated with the portions of our borrowings that bear interest at variable rates. As of December 31, 2009, we
had approximately $1.9 billion outstanding borrowings under our Senior Secured Credit Facilities, which bears interest a1 a variable rate. Approximatety $0.4
billion of this oulstanding dcbt is subject to interest rate swaps which have the economic effect of fixing the interest rate on an equivalent portion of our debt. The
remaining variable rate debt ouistanding under our Senior Secured Credit Facilities had 2 weighted average interest mte of 1.74% at December 31, 2009. 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. In
addition, we have approximately $198 million of available borrowings under our Senior Secured Credit Facilitics that would bear interest at the LIBOR-based
variable rate plus an imicrest rate margin of 1.50%. We may also incur additional variable ratc debt in (he future.

Increases in interest rates would increase our interest cxpense for the variable portion of our indebtedness, which could ncgatively impact our eamings and
cash flow. For example, it is estimated that a 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, Sec “ltem TA—CQuantitative and Qualitative Disclosures about Market Risk™ for more
information. In addition, if we seck to refinance our existing indebiedness under our Senior Securcd Credit Facilities, we may not be able to de so on acceplable
terms and conditions, which could increase our interest expensc or impair our ability to service our indcbtedness and fund our operations.

If there are shortages of skifled clinical personnel or if we cxperience a higher than normal furnover rate, we may experience disruptions in our
business operations and increases in operating expenses.

We are experiencing increased labor costs and difficullies in hiring nurses due to a nationwidc shortage of skilled clinical personnel. 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 cerlification
requirements for skilled clinical personnel can impact our ability to maintain sufficient stafT levels to the extent our teammates are not able to meet new
requirements or competition for qualified individuals increases, If we are unable to hire skilled clinical personnel when needed, or if we experience a higher than
normal urnover ratc for our skilled clinical personnel, our operations and treatment growth will be negatively impacted, which would result in reduced revenues,
carnings and cash flows,

Our basiness is labor intensive and could be adversely affected if we were unable to maintain satisfactory relations with onr employees or if union
organizing activities were to result in significant increases in our operating costs or decreases in productivity.

Our business is labor intensive, and our results are subject to variations in labor-related costs and productivity. If political efforts at the national and local
Jevel result in actions ot proposals that increase the likelihood of union organizing activities at our facilitics 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 upgrades and other improvements to our billing and collections
systems eould have a material adverse efTect on onr revenues, cash Mlows and operating 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 upgradcs, organizational changes and other improvements. We may experience difficulties in
our ability to soccessfully bill and collect for services rendered as a result of these changes, including a slow=down of collections, a reduction in the 2amounts we
expect to collect, increased risk of retractions from and refunds o commercial and govemment payors, an increase in our provision for uncolleetible accounts
receivable and noncompliance with reimbursement regulations. The failure to successfully implement the upgrades to ihe billing and collection sysiems and other
improvements could have a material adverse effect on our revenues, cash flows and operating resulls.

Our ability to effectively provide the services we offer could be negatively impacted if certain of our suppliers are unable to meet our needs or if we are
unable to effectively access new technology, which eonld substantially reduce our revenues, earnings and casb flows.

We have significant suppliers that are cither the sole or primary source of producis critical to the services we provide, including Amgen, Fresenius Medical
Care, Baxter Healthcare Corporation, NxStage Medical, Inc. and others or to which we have commitied obligations to make purchases including Gambro Renal
Products. If any of thesc suppliers are unable 1o meet our needs for the products they supply, including in the event of 2 product recali, and we are not able to find
adequate alternative sources, our revenues, earnings and cash flows could be
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c
substantially reduced. For cxample, a recali of heparin by Baxter Healthcare Corporation in 2008 resulted in only onc remaining supplier of heparin and the cost
to purchase heparin significantly increased. While an altemative supplier has entcred the market, it is possible that our heparin costs may continue 10 increase and
since there is no separate reimbursement for this drug under Mcdicare, cost increases have a direct impact on our profitability. In eddition, the technalogy related
10 the products critical to the services we provide is subject to new developments and may result in superior producis. 17 we are not able to access superior
products on a cost-cfective basis or if suppliers are not able to fulfill our requirements for such products, we could face patient atirition which could substantially
reduce our revenues, carnings and cash flows.

We may be subject to liability claims for damages and other cxpenses not covered by insurance that could reduce cur earnings and cash flows.

The administration of dialysis and related scrvices to palients may subject us to litigation and liability for damages. Our bhusiness, profilability and growth
prospects could suffer if we face negative publicity or we pay damages or defense costs 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 professional and general liability claims. In addition, we have
received several notices of elaims from commercial payors and other third parties related to our historical billing practices and the historical billing practices of
the centers acquired frem Gambro Healthcare and other matters related to their setllement agreement 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 o material adverse cffect on our financial
condition, results of operations, and cash flows. We currenily maintain programs of general and professionsl liability insurance. However, a successful claim,
including a professional liability, malpractice or negligenee claim whicb is in excess of our insuranec coverage could have a material adverse effect on our
eamings and cash flows. .

In addition, if our costs of insurance and claims increase, then our cernings could decline. Market rates for insurnnce premiums and deductibles have been
steadily increasing. Our carnings and cash flows could be materially and adversely affected by any of the following:

+ the collapse or insolvency of our insurance carriers;
= further increases in premiums and deductibles;
+  increases in the number of liability claims against us ot the cost of settling or trying cases related 1o those claims; and

« gn inability to obtain one or more types of insurance on acceptable terms.
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1If businesses we acquire have liabilities that we zre not aware of, we could suffer severe consequences that would substantially reduce our revenues,
earnings and cash flows,

Our business strategy includes the acquisition of dialysis centers and businesses that own and operate dialysis centers, as well as other ancilflary services
and strategic initiatives. Businesses we acguire may have unknown or contingent linbilitics or liabilities that are in excess of the amounts that we originally
estimated. Although we gencrally seek indemnnification from the sellers of businesses we acquire for matiers that are not properly disclosed to us, we are not
always successul. In addilion, even in cases where we arc able to obfain indemnification, we may discover liabilities greater than the contractual limits or the
financia) resources of the indemnifying party, In the cvent that we are responsible for liabilities substantially in excess of any amounts recovered through rights to
indemnification, we could suffer severc consequences that would substantially reduce our revenues, earnings and cash flows,

Provisions in our charter documents, compensation programs and Delaware law may deter a cbange of control that our stockbolders wonld otherwise
determine to be in their best interests.

Our charter documents include provisions that may deter hostile 1akeovers, 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 to be in their best interests. These include provisions prohibiting our
stockholders from acting by written consent; requiring 90 days advance notice of stockholder proposals or nominations to our Board of Directors; and granting
our Board of Directors the authority to issue preferred stock 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 shareholder rights plan that would substantially diluie the interest sought by an acquirer that cur Board of
Directors does not approve.

Most of our outstanding employee stock options include a provision accelerating the vesting of the options in the event of a change of control. We also
mainlain a change of control protection program for our employces whe do not have a significant number of stock awards, which has been in place since 2001,
and which provides for cash bonuses 1o the employees in the cvent 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 control transaction occurred at 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 {ollowing the date on which that stockholder became an
interested stockholder.

These provisions may discourage, delay or prevent an acquisition of our Company at a price that our stockholders may find atiractive. These provisions
could also make it more difficult for our stockholders to elect dircctors 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.

Item 2. Properties.

We own the land and buildings for 25 of our dialysis centers. We also own the buildings for six other dialysis centers and the building at one of our Florida
labs and we own one scparate land parce] and sublease a tolal of six properties to third party tenants. Qur remaining dialysis centers are located on premises that
we lease.
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Our leases generally cover periods {rom five to.len 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 renewal. Our Jeases are gencerally subject to periodic consumer price index increases, or contain fixed csealation
clauses, Our outpaticnt dialysis centers range in size from approximately 500 1o 30,000 square feet, with an average size of approximatcly 6,800 square feet.

The following is a summary of our business, administrative offices, [aboratories and pharmacies:

Office Location Square Feet Fapiration

Corporate Headquarters* Denver, CO 69,000 2012
Administrative Office . Vernon Hills, IL 29,000 2013
Administrative Office Berlingame, CA 3,700 2012
Administrative Office Norfolk, VA 20,000 2015
Administrative Office Washingion, DC 5,000 2013
Administrative Office Tempe, AZ 11,000 2016
Administrative Office Washington, DC 2,000 2013
Administrative Olfice ‘Washington, DC 5,000 2013
Business Office  ° El Scgundo, CA 61,000 2013
Busincss Office ’ Tacoma, WA 215,000 2013 through 202]
Business Office Berwyn, PA 57,000 2012
Business Office Lakewood, CO 82,000 2012
Business Office Brentwood, TN 95,000 2011
Business Office Irvine, CA 65,000 2015
DaVita Rx Orlando, FL 17,0600 2013
DaVita Rx Coppell, TX 53,000 2013
DaVita Rx San Bruno, CA 7,000 2015
Lab Warehouse DelLand, FL 11,000 2015
Laberatory DeLand, FL 40,000 Owned
Laboratory DeLand, FL 20,000 2013
Laboratory Ft, Lavderdate, FL 43,000 2015
Laboratory Administrative Office DeLand, FL 23,000 2011

* Aspreviousty announced, our corporate headquarters has been moved to Denver, Colorado. The new 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 diatysis
centers to accommodate additional patient votume through increased hours and/or days of operation, or, if additional space is available within an cxisting facility,
by adding dialysis stations. We can usually relocate existing centers to larger facilities or open new centers if existing centers reach capacity. With respect to
refocating centers or building new centers, we believe that we can generally lease space at econotnically reasonable rates in the areas planned for each of these
centers, althouph 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 refating to participation in thc Medicare ESRD program. In states that require a certificatc of need or center license, additional approvals would
generally be necessary for expansion or relocation,

Item 3. Legal Proceedings.
Inguiries by the Federal Government

In December 2008, we received a subpeena for documents from the Office of Inspector General, U.S. Department of Health and Human Services, or OIG,
relating to the pharmaceutical producis Zemplar, Hectorol, Venofer, Ferrlecit and Epogen ® , or EPQ, as well as other related matters. The subpoena covers the
period from January 2003 to the present. We have been in contact with the United States Attorney’s Office, or ULS.
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Attorncy’s Office, for the Northem District of Georgia and the U.S. Department of Justice in Washington, DC, since November 2008 relating to this matter, and
have been advised that this is a eivil inquiry. On June 17, 2009, we learned that the allegations were made as part of a civil qui 1am complaint filed by individuals
and brought pursuant to the federal False Claims Act. The case remains under seal in the United States District Court for the Northern District of Georgia. We are
cooperating with the inquiry and are producing the requestcd 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 to continue for a considerable period of time. Responding to the subpoena will continue to require management’s atiention and
significant legal expense. Any ncgative findings could result in substantial financial penaltics against us and exclusion from future participation in the Medicarc
and Medicaid programs. .

In February 2007, we received a request for mformation from the OIG for records relating to EPO claims submitted to Medicare. In August 2007, we
received a subpoena from the OIG seeking similar documents. The requested documents relate to services provided from 2001 1o 2004 by a number of our
centers. The request and subpoena were sent from the OIG's offices in Houston and Dallas, Texas. We are cooperating with the inquiry and are producing the
requested records. We have been in conleet with the U.S. Attorney’s Office fos 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 we were subsequently served with a complaint by the relator. We believe that there is some overlap berween this issue and the ongoing review of
EPO utilization and claims by the U.S. Attomey’s Office, for the Eastern District of Missouri in §t. Lovis described below. 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
matiers may be resolved, it is not unusual for investigations such as these 1o continue for a considerable period of time. Responding to these inquiries will
continue 1o require management’s attention and significant legal expense. Any negalive findings could result in substantial financial penalties against us and
exclusion from future purlicipation in the Medicare and Medicaid programs.

In March 2005, we received a subpoena from the U.S. Attorney’s Office for the Eastern District of Missourd in St. Louis. The subpoena requires
production of a wide range of documnents relating to our operations, including documents related to, among other things, pharmaceutical and other services
provided to patients, relationsbips with pharmaceutical companies, and financial relationships with physicians and joint venturcs. 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 venture arrangements, In February 2006, we received an additional subpoena for documents, including certain patient records relating to the administration
and billing of EPO. In May 2007, we received a request for documents related to durable medical equipment and supply companies owned and operated by us.
We are cooperating with the inquiry and are producing the requested records. The subpoenas have been issucd in conncction with a joint civil and criminal
investigation. It is possible that criminal proceedings may be initiated against us in connection with this inguiry. To our knowledge, no proceedings have been
initiated 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 the subpocnas will continue to require management’s
attention and significant legal expense. Any negative findings could result in substantial financial penalties against us, exclusion from future participation in the
Medicare and Medicaid programs and criminal penalties.

Other

We have received several nolices of claims from commercial payors and other third parties related to historical billing practices 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
settlement agrecment with the Department of Justice and certain agencics of the U.5, government. At least one commercial
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c
payor has filed an arbitration demand against us, as described below, and additional commercial payors have threatened litigation. We intend to defend against
these claims vigorously; however, we may not be successful and these claims may lead to litigation and any such litigation may be resolved unfavorably.

Several wage and hour claims have been filed against us in the Supcrior Count 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 two in October 2008, by vartous former employecs,
cach of which alleges, among other things, that we failed to provide rest and meal periods, failed to pay compensation in lieu of providing such rest or meal
periods, failed to pay the correct amount of overtime, failed to pay the rate on the “wage statcment,” and failed to comply with certain other California labor code
requirements, We have reached a tentative settlement in the complaints served in February 2007 and December 2008 and one of the complaints served in October
2008. That setilement has been partially approved by the court and we are waiting for final court approval of the Jast part of the setilement. We intend to
vigorously defend against the remaining claims and to 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 Central District
of California against us. 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 us, including violations of the federal RICO statute, California’s unfair competition faw, California’s false advertising law and for
unjust enrichment. The comploint’s principal aitegations against us are that the defendants engaged in a scheme to unlawfully promote the administration of EPO
to hemodialysis patients intravenously, as oppesed to subcutaneously, and to over-utilize EPO. On December 17, 2008, the Court dismissed the complaint and
allegations in their entirety with permission of plaintifls o amend the complaint. We were 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 a notice of appeal. The notice of appeal secks review by the U. S,
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 o
vigorously defend this claim.

In October 2007, we were contacted by the Attommey General's Office for the State of Nevads, The Attommey 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 Attomey General’s Office informed us that the civil and criminal investigation has been diseontinued. The Attorney General's Office further
advised us (hat Nevada Medicaid intends 1o conduct audits of end stage renal disease (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 proccedings have been initiated against us at this time. Any negative
audit findings could result in a substantial repayment by us.

Tn August 2005, Blue Cross/Blue Shield of Louisiana filed a complaint in the United States District Court for the Western District of Louisiana against
Gambro AB, DVA Renal Healthcare (formerly known as Gambro Healthcare) and related entities. 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 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 seck arbitration to
resolve the matter. In November 2006, the plaintiif filed a demand for class arbitration against us and DVA Renal Healthcare, 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 outcome of
this matter or the potential range of damages, if any.

In 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
Califomia acute services program, The complaint, which is styled as a cless action, alleges, among other things, that DVA Renal Healtheare failed 1o provide
overtime
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wages, defined rest periods and meal pericds, or compensation in lieu of such provisions and failed 1o comply with certain other California labor code
requirements. 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 owtcome of this matter or the potential range of damages, if any.

In addition to the foregoing, we are subject to claims and suits, including from time to time, contractual disputes and professional and general liability
claims, as well a5 sudils and investigations by various government entities, in the ordinary course of business. We believe that the ultimate resolution of any such
pending proceedings, whether the underlying claims are covered by insurance or not, will not have a material adverse effect on its financial condition, results of
operations or cash flows, )

liem 4. Submission of Matters to a Vote of Securities Holders.
No matters were submitied to a vote of security hotders during the fourth quarter of 2009,
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Item 5. Market for the Registrant’s Common Equity, Related Stockhelder Matters gpnd Issuer Purchases of Equity Secorities,

Out common stock is traded on the New York Stock Exchange under the symbol “DVA”. The following table sets forth, for the periods indicated, the high
and fow closing prices for our common stock as reported by the New York Stock Exchange.

High Low

Year ended December 33, 2009:

1st quarter $5304 54234
2nd quarter 49.56 4236
3rd quarter 56.64 47.78
4th quarter 61.55 53.03
Year cnded December 31, 2008:
1st quarter $5923 54248
2nd quarter 53.86 4179
3rd quarter 60.01 52.64
4th quarier 56.75 42.66

The closing price of our common stock on January 29, 2010 was $59.76 per share. According to The Bank of New York, our registrar and transfer agent,
as of Janvary 29, 2010, there were 8,313 holders of record of our commeon stock. We have not declared or paid cash dividends to holders of our commeon stock
since 1994, We have no current plans to pay cash dividends and we are restricted from paying dividends under the terms of our Senior Secored Credit Facilities
and the indentures goveming our senior and senior subordinsted notes. Also, see the heading “Liquidity and cepilal resources” under “ltem 7. Management’s
Discussion and Analysis of Financial Condition and Resubts of Operations™ and the notes to owr consolidated financial statements.

Stack Repurchases
The following lable summarizes our repurchases of our common stock during 2009:

Total Number Approximate Dollar Value
Tota! Number of Shares Purchased as of Sharea that May Yet Be
of Avernge Part of Publicly Purchased Under the
Shares Price Pald Anoounced Plans or ) Flans er Proprams

Period Purthased per Share Programs(1) (in millions)
Merch 1—31, 2009 744 400 5 430 . 744,400 b 121.5
September 1—30, 2009 1,108,784 56.25 1,108,784 59.1
October 1—31, 2009 1,049,435 56.32 12049 435 500.0

Total 2.902,619 5 5288 2,902,519

(1) 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 Dircetors approved an increase in our authorization to repurchase shares of our
common stock by an additional $200 millien. On May 1, 2008, our Board of Directors authorized an increase of an additional $143.5 million of
repurchases of our common stock. On November 3, 2009, we announced that the Board of Directors authorized an increase of an additional $500 million
for repurchases of our commuon stock.

This stock repurchase program has no expiration datc. We are authorized to make purchases from time to time in the open market or in privately
negotialed transactions, depending upon market conditions and other considerations. However, we are subject to share repurchase limitations under the terms of
the Senior Secured Credit Eacilities and the indentures governing our senior and senior subordinated notes.
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Iiem 6. Selected Financial Data.

The following financial and operating data should be read in conjunction with “Ttem 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations™ and our consolidated finanial statements filed ns part of this report. The foliowing table presents sclected consolidated financial and
operating data for the periods indicated. Effective January 1, 2009, we were required to present consolidated net income aftributable to us and to noncontrolling
interests on Lhe face of the consolidated statement of income, which chanped the presentation of minority interests (noncontrolling interesis) in our consolidated
staternents of income. These conselidated financial results have been recast for all prior periods presented to reflect the retrospective application of adopting
these new presentation and disclosure requirements {or noncontrolling interests. The operating resulls of DVA Renal Healtheare are included in our operating

results from October 1, 2005, and the operating results of the historical DaVita divested centers are reflecied as discontinued opérations in our consolidated
statements of income for 2005.

Year ended December 31,
2008 2008 007 2006 2005
(in thonsands, except share data)

Income statement data:

Net operating revenues( ) $ 6,108,800 $ 5,660,173 $ 5264151 $ 4,880,662 § 2973918
Operating expenses and charges(2) 5,168,529 4,791,077 4,355240 4,103,089 2,485,052
Operating income 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)
Other income, bet{6) 3,708 12,411 22,460 13,033 3,934
Income from continuing operations before income taxes 758,224 656,791 674,224 513,900 354,592
Income tax expense 278,465 235471 245,581 186,430 123,675
Income from continuing operations 479,759 421,320 428,643 327,470 230,917
Income from discontinued operaticns, net of tax(7) — —_ - —_ 1,747 14,376
Gain on disposal of discontinued operations, net of tax(7) — — — 362 8,064
Net income 5 479,759 h 421,320 L 428,643 5 328,579 b3 253,357
Less: Net income attributable to noncontrolling interests(2) $ (57,075} 3 (47,160} & (46,865) % {39,888) 5 (24,714)
Net income attributable to DaVita Inc. 5 412,684 . 5 374,160 . § 381,778 b 289,691 s 228,643
Basic carnings per common share from continuing

operations attributable to DaVita Inc.(7) 3 4.08 b3 3.56 b3 3.6l b3 2.79 $ 2.06
Dituted earnings per comman share from continuing , :

operations attributable to DaVita Inc.(7) 5 4.06 3 3.53 s 3.55 5 2.73 5 1.99
Weighted average shares ovistanding:(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(%) 3.58:1 3.01:% 2.92:1 2.38:1 2.86:1
Balance sheet data:
Working capital 5 1,255,580 b3 965,233 $ 889,917 3 597,324 $ 664,675
Total assets 7,558,236 7,286,083 6,943,960 6,491,816 6,279,761
Long-term debt 3,532,217 3,622,421 3,683,887 3,730,380 4,085,435
Tolal DaVita Inc. sharcholders’ equity(10) 2,135,066 1,767,747 1,504,285 1,139,333 740,122

{1} Netoperating revenues include $3,771 in 2005 of Medicare iab recoveries relating to prior years' services.
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Approximately 95% of our 2009 consolidated net operating revenues were derived directly from our dialysis and related lab services business.
Approximatcly 84% of our 2009 dialysis and rclated lab services revenues were derived from outpatient hemodialysis services in the 1,498 centers that we
consolidate, which arc either wholly-owned or majority-owned. Other dialysis services, which are operatjonally integrated with our dialysis operations, are
peritoneal dialysis, home-based hemodialysis, and hospitai inpaticnt hemodialysis services. Thesé services collectively accounted for the balance of our 2009
dialysis and related §nb services revenucs, We also generate management fees from management and pdministrative services to 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 alipned with our core business of providing dialysis
services to our network of patients. These consist primarily of pharmacy services, infusion therapy services, disease management services, vascular access
services, ESRD clinical research programs and physician services. These scrvices gencrated appreximately $317 million of net operating revenues in 2009, or
approximately 5% of our consolidated net operating revenues. Overall our ancillary services and strategie 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 iniliatives as we work to develop successfiul new business operations. However, any significant change
in market conditions, business performance or in the regulatory environment may impact the economic viability of any of these sirategic initiatives. Any
unfavorable changes could result in a wriie-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 certain line of business.

The principal drivers of our dialysis and related lab services revenucs are:

+ the number of treatments, which is primarily a function of the number of chronic patients requiring approximately three reatments per week, as well as,
1o & lesser extent, the number of treatments for peritoneal dialysis services and home-based dialysis and hospital inpatient dialysis services;

+ average dialysis rcvenue per treatment; and

« the number of laboratory patient tests.

The total patient base is a relatively stable factor, which we believe is influenced by s demographically growing need for dialysis services, our
relationships with referming physiciens together with the quality of our clinical care, and our ability to open and acquire new centers. Qur year-over-year
treatment volume growth was 4.9% in 2009

Average dialysis and related lab services revenue per treatment is primarily driven by our mix of commercial and government (principally Medicarc 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 significantly higher than Medicare, Medicaid and other govemment program payment rates, and
therefore the percentage of commercial patients 1o total patients represents a major driver of our total average dialysis revenue per treatment. The percentage of
commercial patients covered under coniracted plans as compared to commercial paticnts 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 Jargety as a result of improved mortality and the current economic recession, outpaced the growth in our commercial patients, which negatively impacted our
average dialysis revenue per treatment as a result of receiving lower payment rates associated with these additional govemmant-bascd patients.
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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 Medicare-assigned plans R ‘ A R R 575}
Medicaid and Medicaid-assigned plans ) _ 6%
ther povenmeni-based programs = £. " . - : o - R R 7Y
Total government-based programs . 65%
[Commercial {including hospital dialysis services) . - . . ‘ 1. ] 3504 |
Total dialysis and rclated lab services revenues 100%

Government payment rates are principally determined by fedoral 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 ncw payment system for dialysis scrvices beginning in January 2011 whereby ESRD payments will bc made under a bundled payment rate which
will provide for a fixed rate for all goods and services provided during the dialysis treatment. The legislation also provided for an increase in the composite rate
of 1% cffective January 3, 2009 and an additienal 1% cffective January 1, 2010. On September 15, 2009, CMS released the proposed rule regarding the new
bundled payment rate system, The initial 2011 bundled rate is required to be 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. The combined
cffect of the adjustments provided in the proposed rule would resuit in a bundled ratc that represents a significantly greater than 2% reduction in the payment rate
that we would have received for our services prior to bundling. The proposed rule also requires, among other things, the new single bundled payment bas rate to
be adjusted annually for inflation based upon a market basket index, less 1% of such index, beginning in 2012, Dialysis providers haye the option to move fully
1o Lhe bundled payment system in 2011 or to phasc in the payment system over three years.

Dialysis payment rates from commercial payors can vary significantly and 0 major portion of our commercial 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 increasing average payment rates,
resulting in an aggregate increase in average payment rates for paticnts with commereial plans. Howcver, we are continuously in the process of negotiating
agreements with our commercial payors and payors are aggressive in their negotiations. If our negotiations result in overall commercial rate reductions in cxeess
of overall commercia! rate increases, this would have a matenial adverse effect on our operating results. In addition, if there are sustained or increased job losses
in the United States 25 a result of current eeonomic conditions, or depending upon changes to the healthcare regulatory system, we could cxpericnce a decrease in
the number of patients under commercial plans. We also expect that some of our coniracted rates with commercial payors may decrease or We may experience
decreases in patient volume as our negotiations with commercial payors continue. In addition, payors have been attempting to impose restrictions and limitations
on non-contracted or out-of-network providers, which could further decrease our commercial rate revenues since rates for out-of-network providers are on

average higher than mates for in-network providers,
Approximately 30% of our dialysis and related lab services revenues for the year ended December 31, 2009 were from physician-prescribed
pharmaceuticals, with EPO accounting for approximately 20% of our dialysis and related lab services revenves, Therefore, changes in physician practice

patierns, pharmaceutical protocols, pharmaceutical intensities and changes in commercial end govemmental payment rates for EPO significantly influence our
revenue. For cxample, effective January 2008, changes to the EPO monitoring policy went into effect which further limited reimbursements and tmpacted the

prescribing habits of our physicians, which
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resulted in Jower pharmacentical intensities during 2008. In 2009, the intensitics of physician-prescribed pharmaceuticals increased slightly from 2008, which
helped contribute Lo an increase in our average dialysis and related lab services revenue per treatment.

Our operatig performance with respect to dialysis services billing and collection can also be a significant factor in how much 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 expect to continuc to improve thesc systems. In 2009, we
continued 1o upgrade our systems and implemented process changes and will continue to do so in 2010 as necessary to improve our billing and collection
performance. However, as we implement these system upgrades, our collection performance as well as our dialysis and related lab services revenuc per ireatment
could be negatively impacted.

Our revenue recognition involves significant estimation risks, Our estimates are developed based on the best information available to us and our best
judgment as 10 the reasonably assured collectibility of our billings as of the reporting date based upon our actual historieal collection experience. Changes in
estimates are reflected in the then-current period financial statements based upon on-going actual experience trends, or subsequent settlements and realizations
depending on the nature and predictability of the estimates and contingencies.

Our annual average dialysis and related lab services revenue per treatment was approximately $340, $334 and $334 for 2009, 2008 and 2007, respectively.
In 2009, the increase in our average dialysis and related Jab services revenue per treatment was primarily duc to a 1% increase in the Medicare composite rate, an
increase in our commercial payment rates, an increese in our reimburscment 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 treatment was flat as compared to 2007, but was impacted by some commercial rate compression that occurred in late 2007, a decrease in the
intensities of physician-prescribed pharmaceuticals offset by changes in mix and rates of some of our other cornmercial payors. Cur ability to negotiate
acceplable payment rates with commercial payors, changes in the mix and intensities of physician-prescribed pharmaceuticals, government payment policies
regarding reimbursement amounts for dialysis reatments and pharmaceuticals, inctuding the bundling of such services, and changes in the mix of govemment
and commercial payors may malerially impact our average dialysis and related lab services revenue per treatment in the future,

The principal 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.
However, other cost catcgories can also represent significant cost variability, such as employee benefit costs and insurance costs, Our average clinical hours per
treatment have remained relatively stable over the past few years primarily because of improved efficiencies driven by reduced clinical teammate fumover and
jmproved training and processes. In 2009, we were able to reduce our average clinical hours per treatment from 2008 as a result of continued productivity
improvements primarily through reduced teammate tumover and the fact that 2008 was ncgatively impacicd by the implementation of new federet guidelines.
We continue 1o strive for improved productivity lcvels, however we may not be able 4o sustain our 2009 performance as changes in federal and state policies can
adversely impact our ability to achieve optimal productivity levels, as would improvements in the U.S. economy, which could stimulate additional competition
for skilled 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 incressed consistent with general indusmy trends, mainly due to the demand for skilled clinical personnel, along with
general inflation increases. In 2009, we experienced an increase in our pharmaceutical costs, mainly related to EPO, which increased by approximately 2%. In
addition, our agreement wilth Amgen for the purchase of EPO provides for specific rebates based on a combination of factors, including process improvement and
data submission, which could negatively impact our earnings if we arc unable to continue 1o qualify for these rebates. In 2009, we experienced ingreases in our
infrastructure and operating costs of our dialysis centers, primarily due to the number of new centers opened, and general 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 revenues over the past three years, However, this
reflects a substantial increase in the dollar amount of spending related to strengthening our dialysis business, improving our regutatory compliance and other
operational processes, responding to certain legal matters and supporting 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 Jevel of investment 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 stil) expect our operating income for 2010 10 be in the range of $950 million to $1,020 million and we also cxpect our
operating cash flows for 2010 to be in the rangc of $675 million to $725 million. These projections and the underlying assumptions involve significant risks and
uncertaintics, and actual resulis may vary significantly from these current projections. These risks and uncertainties, among others, include those relating to (he
concentration of profits generated from commercial payor plans, continued downward pressure on average realized payment rates from commercial payors,
which may result in the loss of revenue or patients, a reduction in the number of patients under higher-paying commercial ptans, a reduction in govemment
payment rates or changes to the structure of payments under the Medicare ESRD progsam or other government-based programs, including, for example, the
implementation of a bundled payment rute system which will lower reimbursement for services wc provide to Medicarc patients, changes in pharmoceutical or
ancmia management practice patterns, payment policics or pharmacewtical pricing, our ability to maintain contracts with physician medical directors, 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 liem 1A of this Annual Report 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 poiential risks. We undertake no obligation
10 update or revise these projections, whether as a result of changes in underlying factors, new information, futurc events or otherwise,

Results of operations

We operate principaily 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 services, infusion therapy services, discase managetnent services (VillageHealth), vascular access
scrvices, ESRD clinical 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 strategic initiatives have been combined and disclosed in the other segmenis catcgory.

Following is a surmary of consolidatcd operating results for reference in the discussion thot follows.
Yerr ended December 31,

2008 1008 - 1007
(dollnr amounts rotnded o nearest milllon}

Nect operating revenues:

Current period services $ 6109 100%  § 5,660 loos 85264 100%
Operating expenses and charges:
FPatient carc costs 4,249 T0% 3,920 69% 3,590 68%
General and administrative 532 9% 508 9% 49] 9%
Dcpreciation and amortization 229 4% 217 - 4% 193 4%
Provision for uncollectible accounls 162 3% 146 3% 137 3%
Equity investment income 2 — mn — (n —
Valuation gain on altiance and product supply agreement — - — — {33) ()%
Total operating expenses and charges 3,169 _B5% 4,791 _85% 4,355 _83%
Operating income $ 940 _15% 5 869 _15% § 909 17%
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The following table summarizes consolidated net operating revenues:

Year ended
2009 2008 2007
(dellar amounts rounded to Dearest million)

Dialysis and related lab services $ 5,792 $ 5415 $ 5,130
Other—ancillary services and strategie initiatives 317 245 134

Consolidatcd nct operating revenues 5 6,109 b 5,660 5 5264

The following table summarizes consolidated operating income:
Year ended
2009 2008(1) . 2007{1}(2)
{dollar amounis rounded to nearest million)

Dialysis and related 1ab services $ 1,000 3 939 5 990
Other—ancillary services and strategic initiatives foss (18) (30) {48)

Total segment operating income 982 9210 942
Reconciling items:

Stock-based compensation (44) 41 34

Equity investment income 2 1 1

Consolidaicd operaling income 940 369 909

Reconciliation of non-GAAP measures:
Less: Gains on insurance scttlements — —_ N

Valuation gain on the alliance and product supply agrcement — — (5%

Non-GAAP consolidated operating income $ 940 by 860 $ 847

——— e — e——

(1) In 2007, we have excluded valuation gains on the alliance and product supply agreement with Gambro Renal Products Inc. {the Product Supply
Agreement) as well as gains on insurance setilements from Hurmricane Katrina from non-GAAP adjusted consolidated operating income in 2007 because
management believes that this prescntation enhances a user’s understanding of our normal conselidated 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 Agreement as well as an unusual insurance gain, and as a result is both more meaningful and comparable to our current and prior period results,
and more indicative of our normal consolidated opcrating income.

(2}  Certain costs previously reporied in ancillary services and strategic initiatives have been reclassified to dialysis and related lab services to conform to the
current year presentation.

Consolidated ret operating revenues

Consolidated net operating revenues for 2009 increased by approximately $449 million or approximately 7.9% from 2008. This increase was primarily due
10 an increase in dialysis and related lab services net revenues of approximately $377 million, principally due fo increased wreatments, and an increasc of
approximately $72 million in the ancillary services and strategic initiatives net revenues primarily from growth in our pharmacy services, VillageHealth services
and from our infusion therapy services.

Consolidated net operating revenues for 2008 increased by approximatety $396 million or approximately 7.5% from 2007. This increase was primarily due
1o an increase in dialysis and related lab services net revenues of approximately $285 million, principally due 1o increased weatments, and an increase of
approximately $111 million in the ancillary services and strategic initiatives net revenues primarily from growth in our pharmacy services, VillageHealth services
and from our infusion therapy services.
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Consolidated operating income
Consolidated operating income of $940 million for 2009 increased by approximately $71 million from 2008. This increase 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 revenue per treatment of
approximutely $6 as described below. Operating income altso increased as a result of cost control initiatives, improved productivity and lower opcrating 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
pharmaccutical, labor and benefit costs, and increases in other operating costs of our dialysis centers,

Consolidated operating income was $869 million for 2008, as compared 10 $909 million for 2007. Consolidated operating income in 2007 included a
valuation gain of $55 million on the Product Supply Agreement and the §7 million insurance scttlement related to Hurricane Katrina. Excluding the valuation
gain on the Product Supply Agreement and the insurance setilement in 2007, cur 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 income for 2008 as compared to adjusted operating
income for 2007 was primarily due to treatment growth in dialysis and related Jab services revenues, combined with growth in revenue in ancillary services and
strategi initiatives outpacing increases in our operating expenses. Our encillary scrvices and strajegic initiatives net operating losses were reduced by
approximately $18 million in 2008. However, our consolidated operating income for 2008 was negatively affected by rising labor costs, the absence ofa
Medicare rate increase, the impact of some commercial rate compression that occurred in late 2007, decreases in intensities of physician-prescribed
pharmaccuticals, an increase in the operating costs of our dialysis centers, driven in par by the number of new dialysis centers opened and from centers
constructcd but pending siate and/or federal certification, an increase in pharmacentical costs (primarily heparin) and an increase in stock-based compensation

cosls.

Opcrating segments
Dialysis and Related Lab Services

Year ended
2009 2008 2007
(dollar amounts roanded to nearest million, exeept
per treptment data)

[Revenues . . ] s - ] B[~ 570 " UK -1 5415 | T8 15130
Segment operating income 5 1,000 5 939 5 990
Dialysis treatments o ' I [ 701045~ [ Ts2i7,107 T 115318995
Average dialysis treatments per treatment doy 54,433 51,663 48942
{Average dialysis and related jab Services revenue per treatment | 5 340 B [~ 34 g 1 334

Net operating revenues

Dialysis and rclated lab services net operating revenues for 2009 increased by approximately $377 millian or approximately 6.9% from 2008. The increase
in net operating revenues was primarily due 1o an increase in the number of treamments of approximately 4.7%, and an increase in Lhe average dialysis revenue
per treatment of approximately 86, or 1.9%. The incrcasc in the number of treatments was primarily due to an increase in non-acquired ireatment 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 rate, an increase in ous commercial payment rates, an increase in our reimbursement rates for
EPO and other pharmaceuticals, and an increase in the intensifies of physician-prescribed pharmaceuticals, partially offset by changes in the mix of our
contmercial payors.

Dialysis and related lab scrvices net operating revenues for 2008 increased by approximately $285 million or approximately 5.6% from 2007. The increase
in net operating revenues was primatily due to an increase in the
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number of treatments of approximately 5.7%, offset by a slight decrease in the average dialysis revenue per treatment. The increase in number of treatments was
primarily due to an increase in the number of treatment days in 2008, ns compared to 2007, and non-acquired treatment growth at existing and new ¢eniers and
growth through acquisitions. The decrease in the average dialysis revenue per treatment in 2008, as compared 1o 2007, was primarily due to the impact of some
commercial rate compression that occurred in 1ate 2007, decreases in intensity of physician-prescribed pharmaceuticals, partially offset by changes in the mix and
rates of somc of our other commercial payors.

The following table summarizes our dialysis and related lab services revenues by madality for the year ended December 31, 2009:

Revenue
perceninpes
Dutpaticnt hemodiatysis centers®- ~ "~ " © - T e N T 8@%
Peritoneal dialysis and home-based hemodialysis ' _ _ ] 11%
[Hospital inpatient hemodialysis, ] e R 1 T 3
Total dialysis and related lab scrvices revenues 100%

In addition to reimbursements for dialysis ireatments, the other major component of dialysis and related lab services revenues is the administration of EPO
and other pharmaceuticals as part of the dialysis ireatment, which represents slightly more than 30% of total diatysis and related lab services revenues for the
year ended December 31, 2009, '

Approximately 65% of our total dislysis 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 total patients. Approximately 35% of our dialysis and
related lab services revenues and 12% of our patients are associated wilh commercial payors. Less than 1% of our dialysis and related lab services payments are
due directly from patients. No single commercial payor accounted for more then 5% of total 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 healthcare 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 a maximum of 33 months. As a paticnt transitions from commercial coverage to Medicate or Medicaid coverage, the payment rates normatly decline
substantially. As of December 31, 2009, the Medicare ESRD dialysis ireatment rates for our patients were between $150 and $167 per treatment, or an overall
average of $159 per treatment, excluding the administration of scparately billed pharmaceuticals. Mcdicare payment rates are insufficient to cover our costs
associated with providing dialysis reatments, and therefore we lose money on cach Medicare treatment.

Nearly all of our net earnings from dialysis and related 1ab services are derived from commercial payaors, some of which pay at negotiated payment rates as
established by contraci and others of which pay based on our usual and customary fee schedule. We are continuously in negotiations with commercial payors for
contracied rates and some of these payment Tates are under downward pressure as we negotiate thesc rates with large HMOs and insurance carriers and we expect
this frend fo continue. We aiso expect that we may experience decreases in patient volume a5 our nepotiations with commercial payors continue. In addition,
payors have been atiempting to impose restrictions dnd limitations on non-contracied 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 contracied and non-contracted commercial rates as a result of these negotiations or
restrictions, it could have a material adverse cifect on our operating results.

Our average dialysis and related lab services revenue per treatment ean be significantly impacied by several major factors, including our ability to
ncgotiate acceptable payment rates with contracted and non-coniracted
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commereial payors, changes in the mix and intensities of physician-prescribed pharmaceuticals, government payment policies regarding reimbursement amounts
for dialysis treatments and pharmaceuticals, including the bundling of such services and changes in the mix of government and non-govemment payments.

Cperating expenses and charges

Patient care costs. Dialysis and related lab services paticnt care costs are those costs directly associated with operating and supporting our dialysis
centers and consist principally of labor, pharmacenticals, medical supplics and operating costs of the dialysis centers. The dialysis and related lab services patient
carc costs on e per treatment basis were $234, $230 and §227 for 2009, 2008, and 2007, respectively. The $4 increase in the per treabment costs in 2009 as
compared to 2008 was primarily attributable to higher labor rates and benefit costs, an increase in pharmaceutical costs, an increase in other operating costs of
our dialysis centers and a increase in the intensities of physician-prescribed pharmaceuticals, partially offsct by improved productivity.

Dialysis and related lab services patient care costs on a per treatment basis increased by approximately $3 in 2008 as compared to 2007, The increase in
the per treatment costs was primarily attributable to an increase in labor rates as well as the negative impact on produclmry 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
end from centers constructed but pending state andfor federal centification, and an increase in pharmaceutical costs, partially offsct by a decrease in the intensities
of physician-prescribed pharmaceuticals.

General and administrative expenses.  Dialysis and related lab services general and administrative expenses for the years ended 2009, 2008 and 2007
were approximately $427 million, 3402 million and $400 million, respectively. The increase of approximately $25 million in 2009 as comparcd 10 2008 was
primarily duc to increases in labor and benefit costs, partially offset by the timing of certain other cxpcnditurcs The increase in general and administrative
expenses of approximately $2 million in 2008 as compared to 2007, was primarity duc to increases in laber costs and the timing of certain other expenditures,
mainly offset by lower integration costs and lower professional fees.

Depreciation and amortization. Dialysis and related lab services depreciation and amertization expenses for 2009, 2008 and 2007 were approximately
1n m:lllon, $210 million and $189 million, respectively. The increase of approximatety $12 million in depreciation and amortization for dialysis and related
lab services in 2009 as compared to 2008 was primarily due to growth through new center developments and expansions. The increase in depreeiation and
amortization of approximately $21 million in 2008, as compared to 2007, was primarily due to growth through new center developments and expansions and a
change in amortization associaled with amcndments to the Product Supply Agreement.

Provision for uncollectible accounts receivable. The provision for uncollectible aceounts 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 cellection precess as
a resubt of sustained weakness in the U.S. economy. )

Operating income

Dialysis and related lab services opcrating 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 growih in the number ol’dia!ysis treatments, an increase in the dinlysis revenue per treatment of
approximately $6 as described above. The dialysis and related lab services operating income also increased as a result of certain cost contro! initiatives and
improved productivity, but was negatively impacted primarily by highcr labor and bencfit costs, an increase in pharmaceutical costs and an increase in other
operating costs of our dialysis centers.
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Dialysis and refated lab services operating income for 2008 decreased by approximately $51 million as compared to 2007. Operating income in 2007
included a valuation gain of $55 million on the Product Sapply Agreement and $7 million of insurance settlements relating to Hurmicane Katrina as discussed
above. Excluding these items, operating income for 2008 would have increased by approximately $11 miliion as compared to adjusted operating incomce for
2007. The increase in the operating income for 2008 as compared to adjusted operating income for 2007 was primarily due 10 growth in the volume of revenue
outpacing increases in certain expenditures, However, operating income for 2008 was negatively affected by cerigin significant items such s a decrease in our
dialysis revenue per treatment, lower intensities of physician-prescribed pharmaceutieals, an increase in labor costs and higher operating costs of our diatysis
centers primarily associated with the number of new centers that were opened and from centers constructed but pending state and/or federal centification, an
increase in phammacentical costs (primarily hcparin), and the absence of a Medieare rate inercase.

Other—Ancillary services and strategic initigtives

Year ended
2009 2008 2007
_ . o {doﬂar amonhts rounded fo ncan:sl mllHun
Revenues . ' . o= B 1317 24 . 13
Segment operating loss s (lB) s {30) $ (48)

Net operafing reverues

The ancillary services and strategic initiatives net operating revenues for 2009 increased by approximately $72 million or 29.5% as compared to 2008,
printarily from growth in pharmacy services, VillagcHealth serviees and from our infusion therapy services.

The ancillary scrvices and strnlegic initiatives net operating revenues for 2008 increased by approximately $111 million or 82.7% s compared to 2007,
primarily from growth in pharmacy services, VillageHealth services, vascular access services and a full year of operations of our infusion therapy services which
we acquired in the third quarter of 2007.

Operaling expenses

Ancillary services and strategic initiatives operating expenses for 2009 increased by approximately $60 miilion from 2008, primarily due to 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 due te an increase in
volume in our pharmacy business, an increase in fixed operating expenses, an increase in labor costs and a full year of operations of our infusion therapy
services, partially offset by lower professional fees in our VillageHcalth business.

Operating loss

Ancillary scrvices and strategic initiatives operating losses for 2009 decreased by approximately $12 million from 2008, The decrease in operating losses
was primarily due to volume growth in revenues outpacing increases in operating expenscs, primarily associated with our phartnacy business and our
ViltageHealth business, partially offset by an incrcase in operating losses associated with ceriain new initiatives.

Ancillary scrvices and swrategic initiatives operating Josses for 2008 decreased by approximately $18 million from 2007. The decrease in operating losses
was primarily due 1o growth in revenues outpacing increases in operating expenses, primarily associated with our pharmacy business and our vascular access
services.
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Corporate level charges

Stock-based compensation.  Stock-based compensation of approximately 544 million for 2009 increased by approximately $3 million from 2008,
Stock-based compensation for 2008 increased by approximatety $§7 million from 2007, The increases in both periods resubted from an increase in the apprepate
quantity of grants that contributed expense to each of these years.

Debt expense. Debt expense for 2009, 2008, and 2007 consisted of interest expense of approximately $176 million, $215 million, and $243 million,
respectively, and amortization of deferred financing costs of approximately $10 million for each year presented. Debt expense for 2007 also included the
write-off of approximatety %4 million of deferred financing costs associated with the principal prepayments on our term loans. The decrease in interest expense in
2009 as compated to 2008 was primarily attributable 1o decreases in the LIBOR-based variable interest rates on 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
approximately $389 million as compared to approXitmately $790 million at December 31, 2008. Our overall weiphted 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 to 2007 was primarily attributable to decreases in the LIBOR-based
variable interest rates on the unhedged portion of our debt. Our overall weighted average interest rate in 2008 was 5.82% as compared to 6.49% in 2007

Equity investment income.  Equity investment income was approximately $2.4 million in 2009 as compared to $0.8 million in 2008. The increase in
equity investment income in 2009 was primarily due to an increase in the number of equity investments and improved profitability at several joint ventures.
Equity investment income in 2008 remained flat as compared to 2007,

Other income. Other income was approximately $4 million, $12 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 resuit 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 included gains on the sale of investmenis of approximately $6
million resulting from the salc of our investment in NxStage Medical Inc. and a decreasc in intercst rates as well as lower average cash and investment balances.

Provision for income taxes. The provision for income taxes for 2009 represented an effective annualized tax rate of 36.7%, compered with 35.9% and
36.4% in 2008 and 2007, respectively. The effective tax rate in 2008 was lower primarily duc to nonrecurring tax benefits associated with transactions eccurring
in 2008. We currently project the effective income tax rate for 2010 to be in the range of 36.5% to 37.5%.

Impairments and valuation adjustments. 'We perform impairment or valuation reviews for our propesty and equipment, amortizable intangible assets with
finite useful lives, equity investments in non-consolidated businesses, and our investments in ancillary services and sirategic initiatives at least annualty and
whenever a change in condition indicates that an impairment review is warranted. Such changes include shifis in our business strategy or plans, the guality or
structure of our relationships with our partners, or when a center experiences deteriorating operating performance, Goodwill is also assessed at least annually for
possible valuation impairment using fair value methodologics. These types of adjustments are charged directly to the corresponding operating segment that
incurred the charge. No sipnificant impairments ot vahation adjustments were recognized during the periods presented.

Noncontrolling interests

MNet income aitributable to noncontrotling interests for 2009, 2008 and 2007 were approximately $57 million, $47 million and $47 million, respectively.
The increasc in noncontrolling inierests in 2009 was primarily due to an increase in new dialysis centers having minority partners and growih in the eamings of
our existing dialysis joint venmres. The percentage of dialysis and related lab services net operating revenues generated from dialysis related joint ventures was
approximatety 16% in 2009 compared 1o 15% if 2008,
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Accounts receivable

Our accounts receivable balances at December 31, 2009 and 2008 represented approximately 68 and 70 days of revenue, respectively, net of bad debt
allownnce. The relative decreasc in the days of net revenue in accounts receivable as of December 31, 2009 was a result of improved cash cellections on current
outstanding balances. Accounts receivable 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, epproximately $201 million and $102 million in unreserved accounts receivable, respectively, representing
approximately 18% and % of our total accounts receivable balance, respcetively, were more than six months old. During 2009, we experienced delays in cash
collections from certain government payors and certain commercial payors. We anticipate that we will collect these outstanding balances since we believe the
delays in collections rclate primarity to the timing of payors processing our claims for payment. There were no significant unreserved balances over one year old.
Less than 2% of our treatments arc classified as “patient pay”. Substantiaily all revenue realized is from government and commercial payors, as discussed above,

Amounts pending approval from third-party payors as of December 31, 2009 and 2008, other than the standard monthly billing, consisted of approximately
$46 million and $39 million, respectively, associsted with Medicare bad debt ¢laims, classified as “other receivables”. Currently, our Medicare bad debt claims
are typically paid to us beforc the Medicare fiscal intermediary audits the claims. However, the payment received from Medicarc is subject to adjustment based
upon the actual results of the audits, Such audits typicatty occur one to four years after the claims are filed. As a kidney dialysis provider, our revenue is not
subject to cost report settlements, except for potentially limiting the collectibility of these Medicare bad debt claims.

Liquidity and capitel resources

Available liguidity.  As of December 31, 2009, our cash balance was $539 million and we had undrawn credit under our Senior Secured Credit Facilities
totaling $250 million, of which approximately $52 million was committed for outstanding letters of credit. We believe that we will have sufficient liguidity,
operating cash flows and access to borrowings to fund our scheduled debt service and other obligations for the foreseeable future. Qur primary sources of
liguidity are cash from operations and cash from borrowings.

Cash flow from operations during 2009 amounted to $667 million, compared with $614 million for 2008. Cash flow from operations in 2009 included cash
interest payments of approximatety $186 million and cash tax payments of $162 million, Cash fiow (rom operations in 2008 included cash interest payments of
$223 million and cash {ax payments of $163 million.

Non-operating cash outflows in 2009 included $275 million for capital asset expenditures, including $161 million for new center developments and
relocations, and £114 million for maintenance and information tecbnology. We also spent an additional $88 million for acquisitions, During 2009, we also
received $33 miilion from the maturity and sale 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 $75 million associated with stock option exercises and other sharc issuances and the
related excess tax benefits. We also made distributions to noncontrolling interests of $68 million, and received contributions from noncontrolling interests of $13
million associated with new joint ventures and from additional equity contributions, We also 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, including $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
reccived 543 million from the maturity and sale of investments. However, these proceeds were cither used to repurchasc other investments or were used to fund
distributions from our deferred compensation plans. In addition, we received
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$48 million associaled with stock option exercises and other share issuances and related excess tax benefits. We also made distributions to noncontrolling
intcrests ol $59 million and received contributions from noncontrolling intcrests of $19 million 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 or closed eight centers, merged 16 centers into other existing
centers, made equity investments in six centers and edded two centers under management and administrative service agreements, During 2008, we acquired a
tota] of 20 diatysis centers, opencd 86 new dialysis centers, sold or closed nine centers, merged eight centers into other existing centers, ceased operations al one
joint venture in which we owned an equity invcstment and added a net two centers under management and administrative service agreements.

We cumently cxpect to spend approximately $125 million for general maintenance capital asset expenditures in 2010, and approximately $250 million for
new center development, relocations and center acquisitions depending upon the availability of certain projects and sufficient project retums which does not
include any potential expenditures for our new corporate headquarters. We expect to generate approximately $675 miltion to $725 million of operating cash flow
in 2010, Our actual expenditures for growih and cash flows in 2010 could vary significantly from these expected amounts.

2009 capital structure changes and other items

Our Senior Secured Credit Facilities are guaranteed by substantially all of our direct and indirect wholly-owned subsidiaries and are sccured 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 coverage ratio and a leverage ratio that determines the intcrest rate margins on our term
loan A and our revolving line of ¢redit, The Senior Secured Credit Facilities in general lso contain limits on the general amount of capital expenditures for
internal growth, acquisitions and capital improvements, as described below, as well as limits on the amount of tangible net assets in non-guarantor subsidiaries.

Term Loan A

During 2009, we made mandatory principal payments 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 million and bore interest at LIBOR plus a margin of 1,50%, for an overall weighted average -
effective rate of 1.74%, The interest rate margin is subject to adjustment depending upon certain fingncial conditions and could range from 1.50% to 2.25%,
Term loan A matures in October 201] and requires annual principal payments of $87.5 million in 2010 and $65.6 miltion in 2011, respectively.

Term Loan B

As of December 31, 2009, the outsianding 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 cffective rate of 2.66%, including the impact of our swap agreements. We did not make any principal payments on term loan B during 2003,
nor were we required to. Term loan B mamtres in October 2012 and requires principal payments of $1.7 billion in 2012.

Senior and Senior Subordinated Noles

Our senior and senior subordinated notcs, as of December 31, 2009, consisted of $300 million of & 5/8% 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-annnal
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
subordinated notes at any time on or after March 15, 2010.
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Interest rafe swaps

As of December 31, 2009, we maintained a tota) of eight interest rate 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%
tn 4.70%, resulting in an overall weighted average effective inierest 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 agreements expire in 2010 and require quarterly inferest payments. During 2009, 2008, and 2007 we accrued net cash
(obligations) benefits of approximately ($17.3) 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 reclassified into
income in 2010, As of December 31, 2009 and 2008, the total fair valuc of these swaps were liabilitics of $10.8 million and $21.9 millior, respectively, The 2009
amount was included in other current liabilitics. The 2008 amount was primerily included in other long-term liabilities. Also during 2009, we recorded
approximately $8.0 million, net of tax, as an increase to other comprehensive income for amounts reclassified into income, net of swap valuation Josses. In 2008,
we recorded $10.4 million, net of tax, 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 rate debt and approximately 59% of our total
debt.

As a result of the swap agreements, our overall weighted average effective interest rutc on the Senior Secured Credit Facilities was 2.63%, based upon the
current margins in effcet 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%.

Stoek repurchases

During 2009, we repurchased a total of 2,902,619 shares of our common stock for $153.5 millien, 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 Lhese transactions the total outstanding authorization for share repurchases as of
Dccember 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 date.

Stock-based compensalion
Stock-based compensation recognized in a period represents the amortization during that period of the estimated prant-daie fair vatue of stock-based
awards over their vesting terms, adjusted for expected forfeitures, Shares issued upon exercise of stock awards are generally issued from shares in treasury. We
have utilized the Black-Scholes-Merton valuation model for estimating the grant date fair value of stock options and stock-settled stock appreciation rights
granted in all prior periods. During 2009, we granted 4,211,840 stock-settled stock appreciation rights with a grant-date fair value of $50.9 million and a
weighted-average expected life of approximalcly 3.5 years, and also granted 48,135 stock units with a grant-date {air valuc of $2.6 million and a
weighted-average expectcd Jife of approximately 2.5 years.

For the years ended December 31, 2009 end 2008, we recognized $44.4 million and $41.2 million, respectively, in stock-based compensation expense for
stock options, stock-settled stack appreciation rights, stack units and discounted employce stock plan purchases, which is primarily included in general and
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administrative expenses. The estimated tax bene{its recorded for this stock-based compensation in 2009 and 2008 were $16.8 million and $15.6 million,
respectively. As of December 31, 2009, there was $80.0 million of total estimated unrccognized compensation cost related 1o nonvested stock-based
compensation arrangements under our equity compensation and stock purchase plans. We expeci to recognize this cost over a weighted average remaining period
of 1.4 years.

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 million and $14.0 million, respectively, in total 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 intercst rate margin is subject to adjustment depending upon certain financial conditions and could range from 1.50% io 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 margin of 1.50% for an overall
weiphted average eflective rate of 3.63%, including the impact of our swap agreements. We did not make amy principal payments on term loan B during 2008,
nor were we required to.

Senior and Senior Subordinated Noites
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 20135, The noles are gnaranteed by subsiantially 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 senzor notes at any time on or after March 15, 2009 and some or all of the senior
subordinated notes at any time on or after 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 stnck. As o resnlt of these transactions the total ontstanding authorization for share repurchases 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 amounts totaling $790 million. These
agrecments had the cconomic effect 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%, rcsulting in a weightcd average effcctive 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 were economically fixed on approximately 41% of our vanable rate debi and approximately 69% of our total
debt.
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As a result of the swap agreements our overall weighted average effective intercst rate on our Senior Secured Credit Facilities was 3.48%, based 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 contracteal obligations

In addition to the debt obligations reflected on our balance sheet, we have commitments associated with operating leases and letiers of credit as well as
potcntial obligations associated with our equity investments and to dialysis centers that are wholiy-owned by third parties. Substantially all of cur facilities are
leased. We have poicntial acquisition obligations for several joint ventures and for some of our non-wholly-owned subsidiarics in the form of put provisions.
These put provisions, if exercised, would require us to purchase the third-party owners’ noncontrolling interesis at cither the appraised fair market value or a
predetermined multiple of eamings or cash flow attributable to the noncontralling interests put to s, which is intended to approximatc fair value. The
methodology we use to estimate the fair value of the nencontrolling interesis subject to put provisions assumes either the higher of a liquidation value of net
assets or an average multiple of eamnings, based on historical eamnings, patient mix and other performance indicators, as well as other factors. The estimate of the
fair values of the noncontrolling interests subject to put provisions is a critical accounting estimate that involves significant judgments and assumptions and may
not be indicative of the actual values at which the noncontrolling interests may ultimately be settled, which eould vary significantly from our current estimates.
The estimated fair values of noncontrotfing interests subject to pul provisions can alse fluctuate and the implicit multiple of earnings at which these
noncontrolling interests obligations may be scttled will vary depending upon market conditions ineluding 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
marketabitity of the third-party owners® noncontrolling interests. The amount of noncontrolling interests subject to put provisions that contrac tually employ a
predetermined multiple of earnings rather than fair value 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 needed to several other dialysis centers that are wholly-owncd by third
panties or centers in which we own an equity investment, as well as to physician—owned vascular access elinics that we operate under management and
administrative SeTviccs agreements,

The following is a summary of these contractual obligations and commitments as of December 31, 2009 {in millions):

Lass Than 2-3 45 Afler
1year years yenrs S years Total
Scheduled payments under contractual obligations:
Long-term debt $ 100 $1774 § 901 $ 850 § 3,625
Interest payments on senior and senior subordinated notcs 121 243 153 £} 548
Capital lease obligations ' — 2 1 . 2 5
Operaling leases 216 374 283 439 1,312

$ 437 $2393 §1338 8§ 1322 $549%

Potential cash requirements under existing commitments:

Letters of credit 3 52§ — $ — $ — $ 52
Noncontrolling interests subject to put provisions 169 56 52 55 332
Pay-fixed swaps potential obligations 11 — — — 11
Operaling capital advances 7 — — — 7
Income tax liabilities for unrecognized tax benefits 19 — — — 19

$§ 258 § 56 § 52 0§ 55 & 421
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Not included above are intcrest payments related to our Senior Secured Credit Facilities. Our Senior Secured Credit Facilities as of December 31, 2005
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 weighied average effective interest rate of 2.63%, including the
cffects of our swap agreements. Interest payments are due at the maturity of specific debt ranches within each term loan, which can range in maturity from one
month to twelve months, Future interest payments will depend upon the amount of mandatory principal paymenis and principal prepayments, as well as chanpes
in the LIBOR-based interest rates and changes in the intcrest rate margins. Assuming no principal prepayments on our Senior Secured Credit Fecilities during
2010 and no changes in the cective 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 reported by vanous broker dealers that
are based upon relcvant obscrvable market inpuls as well as gther current market conditions that existed as of December 31, 2009, and represent the estimated
potential obligation that we would be required to pay bascd upon the estimated future settlement of each specifie tranche 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.

1n addition to the above commitments, we are obligated to purchase a certain amount of our hemodialysis producis and supplies at fixed prices through
2015 from Gambro Renal Products, Inc. in connection with the Product Supply Agreement. 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 agreement with Fresenius which
committed us to purchase a cettain amount of dialysis equipment, paris and supplies from them through 2013,

The actual amount of purchases in future years from Gambro Renal Products and Fresenius will depend upon a number of factors, including Lhe operating
requirements of our centers, the number of centers we acquire, growth of our existing centers, and in the case of the Product Supply Agreement, Gambro Renal
Products’ ability to meet our needs.

Settlements of approximately $15 million of existing income tax liabilities for unrecognized tax benelfits are excluded from the above table as reasonably
reliable cstimates of their timing cannot be made.

Contingencies

The information in Note 16 of the Notes to Consolidated Financial Statements of this report is incorporatcd by reference in response to this item.

Critical aceounting estimates and judgments

Quwr consolidated financial sialemenis and accompanying notes are prepared in accordance with United States generally accepted accounting principles.
These accounting principles require us to make estimates, judgments and assumptions that affect Lhe reported amounts of revenues, expenses, assels, liabilities,
and contingencies. All significant estimates, judgments and assumptions are developed based on the best information available 1o us at the time made and are
regularly reviewed and updated when necessary. Actual results will generally differ from these estimates. Changes in estimatcs are reflected in our financial
statements in the period of change based upon on-going actual experience trends, or subsequent sefilements and realizations depending on the nature and
predictability of the estimates and contingencies. Interim changes in estimates are applied prospectively within annual periods. Certain accounting estimates,
including those concerming revenue recognition and accounts receivable, impairments of long-lived asscts, accounting for income taxes, quarterly
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variable compensation accruals, purchasc accounting valualion estimates, fair value estimates and siock-based compensation are considered to be critical to
evaluating and understanding our financial results because they involve inherently uncertain malters 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 recognizc in a given
reporting period. Payment rates are oflen subject to significant uncertainties related to wide variations in the coverage terrns of the commercief heatthcare plans
under which we receive payments. In eddition, ongoing insurance coverage changes, gcographic coverage differences, differing interpretations of contract
coverage, and other payor issues complicate the billing and collection process. Net revenue recognition and allowances for uncollectible billings require the use
of estimates of the amounts that will ultimately be reatized considering, among other items, retroactive adjustments that may be associated with regolatory
reviews, audits, billing reviews and other matters.

Revenues associated with Medicare and Medicaid programs are recognized based on (a) the payment rates that arc established by statute or regulation for
the porticn of the payment rates paid by the government payor {e.g., 80% for Medicare paticnts) and (b} for the portion not paid by the primary government
payor, the estimated amounts that will ullimately be coltectible from other govermment programs paying secondary coverage (c.g., Medicaid secondary
coverage), the patient’s commercial health plan secondary coverage, or the patient.

Commercial healthcare plans, inchiding contracted managed-care payors, are billed at our usual and customary rates; however, revenue is recognized
bascd on estimated net reatizable revenue for the services provided, Met realizable revenue is estimatcd based on contractual terms for the patients under
hcaltheare plans with which we have formal agreements, non-contracted healthcare plan coverage terms if known, estimated secondary collections, historical
collection experience, historical trends of refunds and payor payment adjustments (retractions), inefficiencies in our billing and collection processes that can
result in denied claims for payments, slow down in collections, a reduction in the amounts that we expect 1o eollect and regulatory compliance issues.
Determining applicable primary and secondary coverage for our more than 118,000 patients at any point in time, together with the changes in patient coverages
that occur cach month, requires complex, resource-intensive processes. Collections, refunds and payor retractions typically continue to occur for up to three years
or longer afier services are provided.

We generally expect our range of dialysis and related lab services revenues estimating risk to be within 1% of its revenue, which can represent as much as
6% of consolidated operating income. Changes in estimates are reflected in the then-current financial statements based on on-going actual expericnce trends, or
subscquent settlements and realizations depending on the nature and predictability of the estimates and contingencies. Changes in revenue estimates for prior
periods are scparately diselosed and reported if material to the current reporting period and longer term trend analyscs, and have not been significant.

Lab service revenues for current period dates of services are recognized at the estimated net realizable amounts to be received.

Impairments of long-lived assers.  'We account for impairments of long-lived assets, which include property and equipment, equity investments in
non-consolidated businesses, amortizable intangble assets with finite useful lives and goodwill, in accordance with the provisions of applicable accounting
guidance. Impairment reviews are performed at least annuaily and whenever a change in condition occurs which indicates that the camying amounts of assets
may not be recoverable.

Such changes include changes in our business strategics and plans, changes in the quality or structure of our rclationships with our partners and
deteriorating operating performance of individual dialysis centers or other operations. We use a variety of factors to assess the realizable value of assels
depending on their nanere 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 actual or estimated fair value.

Accounting for income taxes. We esiimate our income tax provision to recognize our tax expense for the current year, and our deferred tax liabilities and
asses for future tax consequences of cvents that hove been recognized in our financial statements, measured using enacted 1ax rates and laws expected to apply in
the periods when the deferred tax liahilities or assets are expected to be realized. We are required to 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 1ax assets are assessed based upon the likelihood of
recoverability from future taxable income and, to the extent that recovery is not likely, a valuation allowance is established, The allowance is regularly reviewed
and updated for changes in circumstances that would cause a change in judgment about the realizability of the rclatcd deferred tax assets. These calculations and
asscssments involve complex estimates and judgments because the vltimate tax outcome can be unceriain and future events unpredictable.

Variable compensation accruals. 'We estimate vanable compensation aceruals quarterly based upon the annual amounts expected to be earned and paid
out resulting from the achievement of certain teammate-specific andfor corporate financial and operating goals. Our estimates, which include compensation
incentives for bonuses, and other awards, arc 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 duc to the subjectivity involved in anticipating fulfiliment of spccxﬁc 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 estimates regarding the valuation of tangible and intangible assets,
liabilities and contractual as well as non-contractual contingencies associated with our acquisitions, These assumptions can have a material effect 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
arc subject to our regular ongoing impairment assessments.

Fair value estimates. 'We have recorded certain assets, liabilities and noncontrolling interests subject to put provisions at fair value. The FASB defines
fair value which is measured based upon certain valuation technigues that include inputs and assumptions that market participants would use in pricing assets,
linbititics and noncontrolling interests subject to put provisions. We have measured the fair values of our applicable assets, liabilities and noncontrolling interests
subject to put provisions based upon certain market inputs and assumptions that are either observable or unobservable in determining fair values and have also
classified these assets, liabilitics and noncontrolling interests subject to put provisions into the appropriate fair value hierarchy levels. The fair value of our
investments available for sale arc based upon guoted market prices from active markets and the fair value of our swap agreements are based upon valuation
models and a varicty of techniques as reporied by various broker dealers that are based upon relevant observable market inputs such as current interest mtes,
forward yield curves, and other credit and liquidity market conditions. Fer cur noncontrolling interests subject to put provisions we bave estimated the fair values
of these based upon either the higher of a liquidation valuc of net assets or an average multiple of carnings based on historical earnings, patient mix and other
performance indicators, as well as other factors, The estimate of the fair values of the noncontrolling interests subject to put provisions involves significant
judgments and assumptions and may not be indicative of the actual values at which the noncontrolling interests may ultimatety be setiled, which could vary
significantly from our current estimates, The estimated fair values of the noncontroiling interests subject to put provisions can also fluctuate and the implicit
multipie of camings at which these nonconurclling interests obligations may be setiled will vary depending upon market conditions including potential
purchasers’ access to the capilal markets, which can impact the level of competition for dialysis and non-dialysis related busingsses, the economic performance
of these businesses and the restricted marketability of the third-party owners’ noncontroling interests,
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Stock-based compensation.  Stock-based compensation recognized 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 forfcitures. Stock-based compensation recognized in our consolidated financial
statements for the years ended December 31, 2009, 2008 and 2007 include compensaticn costs for stock-based awards granted prior 1o, but not fully vested as of
December 31, 2006, and stock-based awards granted thercafter. We estimate the grant-date fair value of stock awards using complex option pricing models that
rely heavily on estimates from us about uncertnin future events, including the expccted term of the awards, the expected future volatility of our stock price, and
expected future risk-free interest rates.

Significant new accounting standards

On June 29, 2009, the Financial Accounting Standards Board {FASB) established the FASB Accounting Standards Cedification {Codification) as the
single source of authoritative U.S. generally accepted accounting principles (GAAP) for all nongovernmental entitjes. Rules and interpretive releases of the
Securities and Exchange Commission (SEC} are also sources of authoritative 1).8. GAAP for SEC registrants. The Codification does not ¢hange U.S. GAAP but
takes previously issued FASB standards and other U.S, GAAP authoritative pronouncements, changes the way the standards are referved to, and includes them in
specific topic areas. The Codification is effective for financial statements issued for interim and annual periods ending afier Scptember 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 aficr November 13, 2009, the FASB is eliminating the quantitative approach previously required
for determining the primary beneficiary of a variable interest cntity, and requiring additional disclosures about an enterprise’s involvemcnt in variable interest
entities. An enterprise will be required to perform an analysis to determine whether the enterprise’s variable interest or interests give it a controlling financial
interest in a variable inicrest entity by having both the power to direct the activities of a variable interest entity that most significantly impact the entity’s
economic performance and the obligation to absorb losses of the entity, or the right to receive benefits from the entity. In addition, the FASB is establishing 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
variable interest entity, and adding an additional reconsideration event for determining whether an entity is a variable interest entity when any changes in facts
and circumstances occur such that the holders of the cquity investment 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.

Effeetive May 28, 2009, the FASB issued requirements relating to the accounting for and disclosure of events that accur afier the balance shect date but
before financial statements arc issued or are available o be issued. These requirements set forth the period after the balance sheet daie during which management
of & reporting entity should evaluate events or transections that may occur for potential recognition or disclosure in the financial statements, the circumstances
under which an entity should recognize events or transactions occurring afier the balance shect date in its financial statements, and the disclosures that an entity
should make about events or transactions that occurred afler the balance sheet date. These requirements do not apply to subsequent events or transactions that arc
within the scope of other applicable principles of GAAP that provide different guidance on the accounting treatment for subsequent events or transactions. These
requirements weee eflective for interim and annual periods ending afler June 15, 2009. See Note 1 1o the consolidated financial statements for further details,

Effective January 1, 2009, we are required 1o provide enhanced disclosures about our derivative and hedging activities. We are required to provide
additional disciosures about {a) how and why we use derivative instruments, {b) how derivative instruments and related hedged items are accounted for, and
(c) how derivative instruments and related hedged items affect our financiat position, financial performance, and cash flows. These requirements did not have a
material impact on our consolidated financial statements. See Note 13 1o the consolidated financial statements for the disclosure of thesc items.
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Effective January 1, 2009, we are required to treal noncontrolling interests as a separate component of equity, but apart from our equity, and not as &
liability or other item outside of equity. We arc also required to identify and present consolidated net income atiributable to us 2nd to norcontrolling interests on
the face of the consalidated statement of income. Previously, we had reported minority interests {(noncontrolling jnteresis) as a reduction to operaling 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 requived
to cxpand discloseres in the financial statements to include a reconciliation of the beginning and ending batances of the equity attributable to us and the
noncontrolling owners and a schedule showing the effects of changes in our ownership interest in a subsidiary on the equity attributable to us, This change did
not have a material impact on our consolidated financial statements; however, it did change the presentation of minority interests (noncontrolling interests) in our
consolidated financial statements. In conjunction with sdopting these requirements, we are required 1o classify secunties with redemption features that are not
solely within our contro! such as our noncontrolling interests that are subject 1o put provisions outside of pennanent equity and to measure these noncontrolling
interests at fair value. See Note 22 1o ous consolidated financial statements for further details. The consolidated financial statements have been recast for all prior
periods presented for the retrospective application of these presentation and disctosure sequirements.

All business combinations consummated efter 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 contingencics, as well as any
noncontrolling interests in the acquirce at their fair values at the acquisition date. Noncontrachual contingencies are recognized at the acquisition date at their fair
values only if it is more likely than not that they meet the definition of an asset or a liability. Transaction costs are excluded from the acquisition cost and arc
expensed 85 incurred. Any contingent consideration included by the acquirer as part of the purchasc price must also be measured at fair valuc at the acquisition
date and is classified as 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 sdoption of these requirements did not have a material impact
on our consolidated financial statements.

In December 2008, the FASB required public entities to provide additional disclosurcs about transfers of financial assets and required public enterprises to
provide additional disclosures about their involvement in variable interest entities and certain special purpose entitics. Because these requircments impact
disclosures and not the accounting treatment for transfers of financial asscts and interests in variable interest entitics, these requirements did not impact our
financial condition or results of operations. :

Effective January 1, 2008, the FASB established a framework for measuring fair valuc and also required additional disclosures about fair value
measurements. These requirements applied to assets and liabilities (hat are carried at fair value on a recurring basis. Effective January 1, 2009 the FASB issued
additiona requirements relating to nonfinancial assets and liabilitics that ase not recognized or disclosed at fair value in the financial statements on a recurring
basis (&t least annuatly). Sce notc 23 to 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 en ovr consolidated financial statements.

Effective January 1, 2008, the FASB allows companies the alternative to measure certain financial asscts and liabilities at fair value on an
instrument-by-instrument basis that are currently not required to be measurcd at fair value. This provision is also designed to reduce the volatility in eamings
caused by measuring related assets and liabilities differently and establishes presentation and disclosure requirements designed to facilitate comparisons between
companics hat choose differcnt measurement atisibutes for similar types of assels and liabilities, The adoption of this provision did not have a material impact on
our consolidated financial statcments.
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Item JA. Quantitative and Qualitative Disclosures about Market Risk.
" Inferest rate sensitivity

The tables below provide information about our financial instruments that are sensitive to changes in interest rates. For our debt obligations the table
presents principal repayments and current weighted average interest rates on our debt obligations as of December 31, 2009. The variable rates presented reflect
the weighted average LIBOR rates in effect for all debt tranches plus margins in effect at the end of 2009 including the economic effects of our swap agreements.
Term loan A and revolving line of credit interest raie margins are subject to adjustment depending upon changes in certain 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 Facilities.
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 (1o pay fixed rates, and to receive LIBOR).

Expected maturity date Average
2019 2011 2012 1013 2014  Thereafier Fair interest
Total Value rate

{dellart in millions)
Long-term debt:

Fixed rate s 2 85 1 8 1. 8908 § 1 % 852 $ 1,758 & 1,765 6.88%
Variable rate $ 98 § 67 $1,707 §— $— % — $ 1872 $ 1829 2.62%
2 Conrract matarity date .
Nolonal S om0z 3013 7004 :,?; Reecve JFair
{dollars in milliens)
Swaps:
Pay-fixed swaps $ 389 $389 § — $— S$— % —  3.88%t04.70% LIBOR § (10.8)

Cur Senior Sccured Credit Facilities, which in¢lude the term loan A and the term Joan B, consist of various individual wanches that can range in maturity
from one month to twelve months and cach specific tranche bears interest at a LIBOR rate that is determined by the maturity of that specific tranche plus an
interest rate margin, which is currently 1.50% at December 31, 2009, LIBOR-based interest rates are reset as cach specific tranche matures and a new tranehe is
re-cstablished and can fluetuate significantly depending upon market conditions including the credit and capital markets, Any increase in the LIBOR-based
interest rates on the unhedged portion of oir Scrior Secured Credit Facilities, which totaled approximately $1.5 billion as of December 31, 2009 will have a
negative impact on our overall eamings.

As of December 31, 2009, we maintained a total of eight interest rate swap agreements, with amortizing notional amounts totaling $389 million. These
agreements hed the economic effect of modifying the LTBOR-based variable interest rate on an equivalent amount of our debt to fixed rates ranging from 3.88%
1o 4.70%, resulting in an overal] weighied average effective interest rate of 5.78% on the hedged portion of our Senior Secured Credit Facilitics, including the
term loan B margin of 1.50%. The swap agreements expire in 2010 and require quarterly interest payments. During 2009, we accrued net cash obligalions of
$17.3 million from these swaps, which are included in debt expense. As of December 31, 2009, the total fair value of these swaps was a liability of $10.8 million.
During 2009, we recorded $8.0 million, net of tax, as nn increase to other comprehensive income for amounts reclassified into income, net of swap valvation
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 wcightéd average effective interest rate on the Senior Secured Credit Facilities was 2.63%, based upon the
curmrent margin$ in effect of 1,.50% as of December 31, 2009.
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Our overall weighted average effective interest rate in 200% was 4.86% and as of December 31, 2009 was 4.68%.

One means of assessing exposure to debt-relaled inicrest rate changes is a duration-bascd analysis that measures the potential loss in net income resulting
from a hypothetical increase in interest rates of 100 basis poinis across all variable rate mamurities (referred 10 as a “parallel shift in the yield curve™). Under this
mode!, with all else constant, i is estimated Lhat such an increase would have reduced net income by approximately $8.5 miilion, $7.1 million, and $5.5 million,
net of tax, for the years ended December 31, 2009, 2008, and 2007, respectively.

Exchange rate sensitivity
We ate currently not exposed to any foreign currency exchange rate risk.

Ttem 8. Financial Statements and Supplementary Data.
Sce the Index o Financial Statements and Index to Financial Staterncnt Schedules incleded at “Ttem 15, Exhibits, Financial Statement Schedules.”

Item 9. Change.s in and Disagreements with Acconntants on Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Management has cstablished and maintains disclosure controls and procedures designed to ensure that information required fo be disclosed in the reports
that it files or submits pursuant to the Securities Exchange Act of 1934, as amended, or Exchange Act, is recorded, processed, summarized and reporied 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 Exccutive Officer and Chief 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 evaluation, under the supervision and with the participation of our Chief Executive
Officer and Chicf Financial Officer, of the effectiveness of the design and operation of our disclosure controls and precedures in accordance with the Exchange
Act requirements. Based upon that evaluation, the Chiel Exccutive Officer and Chief Financial Officer concluded that our disclosure controls and procedures are
effective for imely identification and review of material information required to be included in our Exchange Act reports, including this report on Form 10-K.
Management recognizes that these controls and procedures can provide only reasonable assurance of desired outcomes, and hat estimates and judgments are still
inherent in the process of maintaining cflective controls and procedures.

There has not been any change in our internal control over financial reponting that was identified during the evaluation that occurred during the fourth
fiscal quarter and that has materially affected, or is rcasonably likely to maicrially affect, our intcmal control over financial reporting.

Item 5B. Other Information.

None.
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PART III

Item 10. Directors, Execntive Officers and Corporate Governance.

In 2002, we adopied a Corporate Gavernance Code of Ethics that applies to our principal executive officer, principal financial officer, principal accounting
officer or controller, and fo all of our financial accounting and legal professionals who are directly or indirectly involved in the preparation, reporting and fair
presentation of our finoncial statements and Exchange Act Reports. The Code of Ethics is posted on our website, located at hitp://www.dayita.com. We also
maintain a Corporate Code of Conduct that applics to all of our employees, which is posted on our website.

Under our Comporate Governance Guidelines all Board Commitices including the Audit Committee, Nominating and Govemance Committce and the
Compensation Committee, which are comprised solety of Independent 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 updated as
necessary by our Board of Directors. All Board Commitiee charters as well as the Corporate Govemance Guidclines arc posted on our website located at

hitp://www.davita.com,

The other information required to be disclosed by this item will appear in, and is incorporated by reference from, the sections entitled “Proposal No. 1.
Election of Directors”, “Corporate Governance”™, and “Sccurity Ownership of Certain Beneficial Owners and Management” included in our definitive proxy
statement relating to our 2010 annual stockholder meeting.

Item 11. Executive Compernsation.

The information required by this itern will appear in, and is incorporated by reference from, the sections entitled “Exccutive Compensation™ and
“Compensation Committee Interlocks and Insider Participations” included in our definitive proxy statement relating to our 2010 annual stockholder meeting. The
information required by Iterm 407(c)(5) of Regulation S-K will appear in and is incorporated by reference from the section entitled “Compensation Commitiee
Repost” included in our definitive proxy statement refating to our 2010 annual stockholder mecting; however, this information shell not be deemed to be “filed”,
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Etem 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The following table provides information about our common stock that may be issued upon the exercise of stock options, stock-settied stock appreciation
rights, restricted stock units and other rights under all of our existing equity compensation plans as of December 31, 2009, including our emnibus 2002 Equity
Compensation Plan and our Employee Stock Purchase Pian, and the terminated 1999 Non-Executive Officer and Non-Direcior Equity Compensation Plan. The
material terms of these ptans.are described in Note }7 to the Consolidated Financiat Statements. The 1999 Non-Executive Officer and Non-Director Equity
Compensation Plan was not required to be approved by our sharcholders.

Number of shares
. remaining available for Total of
Number of shares to be ‘Weighted averspe future issuance shares
{xsned upon exercise of exercise price of under ¢quity compensation refieeted in
outstanding oprions, oantstanding options, plans (excluding securities c¢olumns
Plan category warranty and rights worrants and rights reflected in column {a)) (s) and (<)
(a) (&) (c) (d)
Equity compensation plans approved by
shareholders 13,472,013 5 49.15 5,004,344 18,476,357
Equity compensation plans nol requiring
sharcholder approval 20,084 $ 50.98 -— 20,084
Total 13,492,097 3 49.16 5,004,344 18,496,441

Other information required to be disclosed by Item [2 will appear in, and is incorporated by reference from, the section entitled “Security Ownership of
Certain Beneficinl Owners and Management™ included in our definitive proxy statemcnt relating to our 2010 annual stockholder meeting.

Item 13. Certzin Relationships and Related Transactions and Director Independence.

The information required 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 to our 2010 annual stockholder meeting,

Iiem 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
Indcpendent Registered Public Accounting Firm® included in our definitive proxy statement relating to our 2010 annual stockhelder meeling.
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PART IV
Item 15, Eabibits, Financial Statemernt Schedules,
(a) Dacuments filed as part of this Report:
(1) Index to Financial Statements;
Pnge
anagement's Re | Con inancial Reportin F-1
ngent Regi ubkic Accounting Fj F=2
Report of Independent Regisicred Public Accounting Firm F-3
onsolidated Statements ol Tncome for rears ended Decenber 31, 2 2008, and 2007 F4
i) alance Shee cember 31 i} F-5
n Y ears ende 09, 2} F-6
.Consolidated ZqQuity o engive Incol T q nded
Degember 31, 2009, 2008, and 2007
E-7
|34 nsolidated Finangi atemen F-9
(2} Jndex to Financial Statement Schedules:
rt of Independent Registered Public Ace ing Finm 841
hedule IJ—WValuation an salifying Account 5.2

(3) Exhibits:

2.1 Stock Purchase Agrecment dated as of December 6, 2004, among Gambro AB, Gambro, Inc. and DaVita Inc.(9)
22 Amended and Restated Asset Purchase Agrecment cffective as of july 28, 2005, by and emong DaVita Inc., Gambro Healtheare, Inc. and Renal
Advantage Inc., a Delaware corporation, formerly known as RenalAmerica, Inc.(12)
31 Amended and Restated Certificate of Incorporation of Total Renal Carc Holdings, Inc., or TRCH, dated December 4, 1995.(1)
32 Ceniificate of Amendment of Certificate of Incorporation of TRCH, dated February 26, 1998;(2)
33 Centificate of Amendment of Cerlificate of Incorporation of DaVita Inc. (formerly Total Renal Care Holdings, Inc.), dated October 5, 2000.(4)
34 C;:niﬁcatc of Amendment of Amended and Restated Certificate of Incotporation of DaVita Inc., as amended dated May 30, 2007.(23)
35 Amended and Restated Bylaws for DaVita Inc. dated as of March 2, 2007.(25)
4.1 Indenture for the 6 /8% Senior Motes due 2013 dated as of March 22, 2005.(3)
42 Indenture for the 71/4% Senior 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 nomed as Additional Guarantors
and The Bank of New York Trust Company, N.A., as Trustee.(11)
44 First Supplemenial Indenture, dated October 5, 2005, by and ameng DaVita Inc., the Guarantors, the persons named as Additional Guarantors
and The Bank of New York Trust Company, N.A , as Trustee.{13) '
4.5 Rights Apreement, dated as of November 14, 2002, between DaVita Inc. and the Bank of New York, as Rights Agent.(21)
4.6 Second Supplemental Indenture (Senior), dated February 2, 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)
4.7 Second Supplemental Indenture (Senior Subordinated), dated February 9, 2007, by and among DaVita Inc., the Guarantors, the persons named as
Addiional Guarantors and The Bank of New York Trust Company, N.A_, as Trustee.(22)
48 . Registration Rights Agreement for the 6 5/8% Senior Notes due 2013 dated as of February 23, 2007.(26)
10.1 Employment Agreement, dated as of Octaber 19, 2009, by and between DaVita Inc. and Kim M. Rivera.v'*
102 Employment Agreement, dated as of June 15, 2000, by and between DaVita Inc. and Joseph C. Mello.(6)*
103 Second Amendment to Mr. Mcllo's Employment Agreement, effective December 12, 2008.(33)*
10.4 Employment Agreement, effective as of August 16, 2004, by and between DaVila Inc. and Tom Usilton.(7)*
10.5 Amendment to Mr, Usilton’s Employment Agreement, dated February 12, 2007.(24)*
10.6 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 Amcndment to 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 Dennis Kogod.(13)*
10.10 Amendment to Mr. Kogod’s Employment Agreement, efective Decemnber 12, 2008.(32)*
0.1 Employment Agreement, effective September 22, 2005, by and berween DaVita Inc. and James Hilger.(15)*
10.12 Amendment to Mr. Hilger’s Employment Agreement, effective December 12, 2008.(32)*
10.13 Employment Agteement effective February 13, 2008, by and betwecn DaVita Inc. and Richard K. Whitney (28)*
10.14 Amendment to Equity Award Agreement, entered into on December 11, 2009, between DaVita Inc. and Richard K. Whitney.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 Agrcement, effective March 3, 2008, berween DaVita Inc. and David Shapiro.(32)*
10.13 Amecndment to Mr. Shapiro’s Employment Agrecment, effective December 4, 2008.(32)*
10.1% Form of Indemnity Agreement.(20)*
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10.20 Form of Indemnity Agreement.(14)*
1021 Executive Incentive Plan (as Amended and Restated effective January 1, 2009).(34)*
1022 Executive Retirement Plan.(32)*
10.23 Post-Retirement Deferred Compensation Armangement.(14)*
10.24 Amendment No. 1 1o Post Retivement Deferred Compensation Arvangement.(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)*
1031 First Amended and Restated Total Renal Care Holdings, Inc. 1999 Non-Executive Officer and Non-Director Equity Compensation Plan.(5)
10.32 Non-Managemeni Director Compensation Philosophy and Plan.(28)*
10.33 Amended and Restated 2002 Equity Corﬁpcnsalion Plan.(10)*
10.34 Amended and Restated 2002 Equity Compensation Plan.(19)*
10.35 Amended and Restated 2002 Equity Compensation Plan.(27)*
10.36 Amended and Restated 2002 Equity Compensation Plan {32)*
10.37 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc, 1999 Non-Executive Officer and Non-Dircctor Equity Compensation
Plan.(18)*
10.38 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(7)*
10.39 Form of Non-Qualified Stock Option Agrccmcnl—-Empluyce (DaVita Inc. 2002 Equity Compensation Plan).(16)*
10.40 Form of Non-Qualified Stock Option Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(18)*
1041 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 Restricled Stock Units Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(18)*
10.44 Form of Restricted Stock Units Agreement—Employce (DaVita Inc. 2002 Equity Compensation Plan).(32)*
10.45 Form of Stock Appreciation Rights Agreement—Employee (DaVita Inc. 2002 Equity Compensation Plan).(16)*
10.46 Form of Stock Appreciation Rights Agreement—Employee (DaVita Inc. 2002 Equity Compensation Pian).(18)*
10.47 Form of Stock Appreciation Rights Agrecment—Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*
10.48 Form of Restricted Steck 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
121
14.1
211
231
24.1
311

312

321

322

101.INS
101.8CH
101.CAL
101.DEF
101 LAB
101.PRE

Form of Nan-Qualified Stock Option Agre¢ément—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 thereto, Bank of America,
N.A., Wachovia Bank, National Association, Bear Steams Corporate Lending Inc., The Bank of New York, The Bank of Nova Scotia, The
Royal Bank of Scotland ple, WestLB AG, New York Branch as Co-Documentation Agents, Credit Suisse, Cayman 1slands Branch, as
Syndication Agent, JPMorgan Chase Bank, N.A., as Administrative Agent and Collateral Agent, JPMorgan Securities Tne., as Sole Lead
Arranger and Bookrunner and Credit Suisse, Cayman Islands Branch, as Co-Arranger{11)

Credit Agreement, dated as of Oclober 5, 2005, as Amended and Restated as of February 23, 2007, by and among DaVita Inc., the Guarantors
party thereto, the Lenders party thercto and JPMorgan Chase Bank, N.A (26)

Amendment Agreement, dated February 23, 2007, by and among DaVita Inc., the Guaranfors 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 thereto and JPMorgan Chase Bank, N.A, as Collateral
Agent(11)

Corporate Integrity Agreement between the Office of Inspector General of the Depariment of Health and Human Services and Gambro
Healthcare, Inc, eflective as of December 1, 2004.(11)

Amended and Restated Alliance and Product Supply Agreement, dated as of Avgust 25, 2006, among Gambro Renal Products, Inc., DaVita
Inc. and Gambro AB.{(17)**

Letter dated March 19, 2007 from Willard W. Brittain, Jr. 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.”

DaVita Inc. Corporate Governance Code of Ethics.(8)

List of our subsidiaries.”’

Consent of KPMG LLP, independent registered public accounting firm. ¥

Powers of Attormcy with respect to DaVita. (Included on Page J1-1).

Centification of the Chief Executive Officer, dated February 25, 2010, pursuant to Rule 13a-14(a) or 15d-14(g), as adopted pursuant to Seclion
302 of the Sarbanes-OxJey Act of 2002.»

Certification of the Chief Financial Officer, dated February 25, 2010, pursuant to Rule 13a-14{a) or 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.v

Certification of the Chicf Executive Officer, dated Febraary 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 90
of the Sarbancs-Oxlcy Act of 2002.v

Certification of the Chief Financial Officer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Ontley Act of 2002~

XBRL Instance Document, ***

XBRL Taxonomy Extension Schema Document, ***

XBRL Taxonomy Extension Cnlculation Linkbase Document.***
XBRL Taxcnomy Extension Definition Linkbase Document ***
XBRL Taxonomy Extension Label Linkbase Document.***

XBRL Taxonomy Extcnsion Prescntation Linkbase Document.*=*

¥ TIncluded in this filing,
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L2

Management contract or execulive compensation plan or arrangement.
Portions of this exhibit are subject to a request for confidential treatment and have been redacied and filed separately with the SEC.

#*+  XBRL information is furnished and not filed as a pari of a registration statement or prospectus for purposes of Section 11 or 12 of the Securities and
Exchange Act of 1933, is deemed not filed for purposes of Section 18 of the Securities and Exchange Act of 1934, and otherwisc is not subject to liabitity
under these sections.

(1) Filed on March 18, 1996 as an exhibit to the Company’s Transitional Report on Form 10-K for the transition period from June 1, 1995 to December 31,
1995.

(2) 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.

(3)  Filed on March 25, 2005 as an exhibit to the Company’s Current Report on Form 8-K.

(4)  Filed on March 20, 2001 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000,

(5) Filed on February 28, 2003 as an exhibit to the Company’s Annual Report on Form 10-K for the year cnded December 31, 2002.

{6) Filed 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 Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2004

(8) Filed on February 27, 2004 as an exhibit to the Company’s Annual Repont on Form 10-K for the year ended December 31, 2003.

{9)  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 the quanier ended March 31, 2005,

(11} Filed on November 8, 2005 as an exhibit to the Company’s Quarterty Report on Form 10-Q for the quarter ended September 30, 2005.

{12) Filed 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 8-X.

(14) Filed on March 3, 2005 as an exhibit to the Company’s Annual Report on Form 10-X for the year ended December 31, 2004,

(15) Filed on August 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 en Form 8-K.

(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 10 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 B-K.

(20) Filed on December 20, 2006 as an exhibit to the Company’s Current Report on Form 8-K.

(21) Filed on Novcmber 19, 2002 as an exhibit to the Company’s Current Report on Form 8-K.

(22) Filed on May 3, 2007 as an exhibit to the Company’s Quarterly Report as Form 10-Q for the quarter ended March 31, 2007.

(23) Filed on August 6, 2007 as an exhibit to the Company’s Quartetly Report on Form 10-Q for the quarter ended June 30, 2007.

(24) Filed on February 16, 2007 as an exhibit to the Company’s Current Repont on Form 8-K.,

(25) Filed on March 8, 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 exhibit 1o the Company’s Current Report on Form 8-K.

(28) Filed on May 8, 2008 us an exhibit to the Compeny’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.
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(30)
(30
(32
{33)
(34)

Con

Filed on November 6, 2008 as an exhibit to the Company’s Quarterly Repori on Form 10-Q for the third quarter ended September 30, 2008.
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

Filed on February 27, 2009 as an exhibit to the Company's Annuat Report on Form 10-K for the year ended December 31, 2008

Filed on May 7, 2009 as an exhibit 10 the Company’s Quarterty Report on Form 10-Q for the quarter ended March 31, 2609.

Filed on June 18, 2009 as an exhibit to the Company’s Current Report on Form 8-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 intemal control over financtal 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
accepted accounting principles and which includes those policics and procedures thet (1) pertain to the maintenance of records that, in rcasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the Company; (2) provide reasonable assurance that ransactions are recorded as
necessary 10 permit preparation of financial statements in accordance with U.5. generally accepted accounting principies, and that receipts and expenditures of
the Company are being made only in accordanee with authorizations of management end directors of the Company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s asscts that could have a matcrial effect on the financial
statemenls.

During the last fiscal year, the Company conducted an evaluation, under the oversight of the Chief Executive Qfficer and Chief Financial Officer, of the
elfectiveness of Ihe design and operation of the Company’s internal contro] over financial reporting. This evaluation was completed bascd on the critena
established in the treport titled “Internal Control—Integrated Framework™ issued by the Commitiee of Sponsoring Organizations of the Trezdway Commission
(COS0).

Based upon our evaluation under the COSO framework, we have concluded that the Company’s internal control over financial reporting was effective as
ol December 31, 2009.

The Company’s independent registered public accounting firm, KPMG LLP, has issued an attestation report on the Company’s intemal control 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 censolidated 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 each of the ycars in the three-year period ended December 31, 2009,
These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with the siandards of the Public Company Accounting Oversight Board (United States), Those standards require
that we plan and perform the audit to obain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant ¢stimates made by management, as well as evaluating the overall financial statement presentation. We believe Lhat our audits provide a
reasonable basis for our epinion.

1n our opinion, the consolidated financial statements referred (o above present fairly, in all maicrial respects, the financial position of DaVila Inc. and
subsidiaries 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 cansolidated financial statemeants, 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 Tapic 810, Consolidation), on a
prospective basis except for the presentation and disclosure requirements which were applied retrospectively for all periods presented cffective January 1, 2009.

We also have audited, in accordance with the standards of the Public Company Accouniing Oversight Board {United States), DaVita In¢.’s internal control
over financial reporting as of December 31, 2009, based on criteria established in fnternal Control—Integrated Framework issued by the Commiltee of
Sponsoring Organizations of the Treadway Commission (COSO), and our report dated February 25, 2010 cxpressed an unqualified opinion on the effectiveness
of the Company's internal control over financial reporting.

/s/ KPMG LLP

Scattle, Washington
February 25, 2010
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- REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Sharcholders
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 Committec of Sponsoring Organizations of the Treadway Commission (COS0). DaVila Inc.’s management is
responsible for maintaining effective internat control over financial reporting and for its assessment of the effectiveness of internal control over financial
reporting, included in the accompanying “Management’s Report on Intemnai Control Over Financial Reporting”. Our responsibility is to express an opinion on the
Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we pian and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all matcrial
respects. Our 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 effectiveness of internal control based on the assessed risk. Our audit alse included performing such other procedures as
we considercd necessary in the eircumstances. We belicve that our audit provides a reasonable basis for our opinion.

A company's intemal 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 gencrally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain o the maintenance of records that, in reasonable detail, accurniely and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are rccorded as necessary to permit preparation 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
wnauthorized acquisition, use, or disposition of the company’s assets that could have s material effect on the financiel statements.

Because of its inhcrent limitations, internal control over financial reporting may not prevent or detect misstaternents. Also, projections of any cvaluation of
cffcetiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate. .

In our opinion, DaVita Inc. maintained, in all material respects, effective internal control over financial reporting as of December 31, 2009, based on
criteria established in Internal Conirol—lIntegrated 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 each of the ycars in the threc-year period ended December 31, 2009, and our report dated February 25, 2010 expressed an unqualificd opinion
on those consolidated financial statements.

/s/ KPMG LLP

Seattle, Washington
February 25, 2010

Soures: DAVITAING, 10-X, Fabruary 25, 2010 Powered By Mniningstar® Dociment ResaarghS™

Attachm -
27 e ent - 40A




bl c
DAVITAINC.

CONSOLIDATED STATEMENTS OF INCOME
{dollars in thousands, except per share data)

Year ended December 31,

200% 2008 2007

Net operating revenues $ 6,108,800 $ 5,660,173 $  5264,151
Operating expenses and charges:

Paticnt care costs 4,248 668 3,920,487 3,590,344

‘General and edministrative 531,531 508,240 491,236

Depreciation and amorlization 228,986 216917 193,470

Provision for uncollectible accounts 161,786 146,229 136,682

Equity investment incomc (2,442) (796) {1217

Valuation grin on alliance and product supply agreement — — (55,275)

Total operaling expenses and charges 5,168,529 4,791,077 4,355,240

Opemting income 940,271 869,096 903,911
Debt expense (185,755) (224,716) {257,147)
Other income, net B 3,708 12411 22,460
Income before income taxes 758,224 656,791 674,224
Income tax expense 278,465 235471 | 245,581
Net income 479,759 421320 428,643

Less: Net income afinbutable to noncontrotling interests {57,075) (47,160) (46,865)
Net income attributable to DaVila Inc. 5 422,684 $ 374,160 $ 381,778
Earnings per share:

Basic carnings per share atiributable to DaVita Inc. $ 4.08 b3 3.56 5 3.61

Diluted earnings per share atiributable 1o DaVita Inc. 5 4.06 5 3.53 $ 3.55
Weighted average shares for earnings per share:

Basic 103,603,885 105,i49,448 105,893,052

Diluted 104,167,685 105,939,725 107,418,240

See notes to consolidated financial statements.
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DAVITA INC.

CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except per share data)

December 31,
2009 1008
ASSETS

Cash and cash equivalents § 539459 $ 410,881
Short-lerm investments 26,475 35,532
Accounts receivablc, less ollowance of $229,317 and $211,222 1,105,903 1,075,457
Inventorics 70,041 84,174
Other receivables 263,456 239,165
Other current asscts 40,234 33,761
Income tax receivable — 32,130
Deferred income taxes 256,953 217,196

Total current assets 2,302,521 2,128,296
Property and cquipment, net 1,104,925 1,048,075
Amortizable intangibles, het 136,732 160,521
Equity investments 22,631 19,274
Long-term investments 7,616 5,656
Other long-term assels 32,615 47,330
Goodwill ‘ 3,951,196 3,876,931

§ 7,558,236 $ 7,286,083
LIABILITIES AND EQUITY

Accounts payable § 176,657 § 282,883
Other liabilities 461,092 495239
Accrued compensation and benefits - 286,121 312216
Current portion of long-term debt 100,007 72,125
Incomg taxes payable 23,064 —

Total current liabilities 1,046,941 1,163,063
Long-term debt 3,532,217 362242}
Other long-term liabilities 87692 101,442
Alliance and product supply agreement, net 30,647 35,9M
Deferred income taxes 334,855 244,884

Total ligbilities 5,032,352 5,167,787
Commitments and contingcncies
Noncontrolling interests subject to put provisions 331,725 291,397
Equity:

Preferred stock ($0.001 par value, 5,000,000 shares authorized; nonc issued)
Common stock ($0.001 par value, 450,000,000 shares authorized; 134,862,283 shares issued; 103,062,698 and

103,753,673 shares oulstanding) 135 135
Additional paid-in capital 621,685 584 358
Retnined earnings 2,312,134 1,889,450
Treasury stock, at cost (31,799,585 and 31,108,610 shares) (793,340) (691,857)
Agcumulated other comprehensive loss (5,548) (14,335)

Total DaVita Inc. sharcholders’ equity 2,135,066 1,767,747
Nonconirolling interests not subject to put provisions 59,091 59,152
Total equity 2,194 159 1,826,899

$ 7,558,236 § 7,286,083

See notes to consolidated financial staternents.
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DAVITA INC.
CONSOLIDATED STATEMENTS OF CASH FLOW
(doltars in thousands)
Yeor ended December 31,
2009 2008 2007
Cash flows fram operating activities: '
Net income. 5 479,759 ] 421,320 s 428,643
Adjusinents to recancile net income to cash provided by operating activities:
Depreciation and amoriization 228,986 216,917 193,470
Valuation gain on alliance and product supply agreement ' —_ - (55,275
Stock-based compensation expense 44,422 41,235 34,149
Tax benehits from slock award exarcises 18,241 13,988 32,788
Excess tnx benefits fiom stock award exercises (6,950) (8,013) (25,541)
Deferred income 1axes 50,869 M.912 18,601
Equiry invesument income, net {204) (796) (1,217
Loss (gain) an disposal of assets 9,761 15,216 {2,825)
Non-cash debt expense and nan-cash rent charges 11,184 11,794 12,7113
Changes in operating assets and liabilitics, net of effect of ecquisitions and divestitures:
Atcounts receivable (32,31 (145,939) 15,911
loventories 15,115 (2,715) 1,211
Other receivables and other current nssets (35.104) (40,960) (61,049)
Other long-icrm assets 7,288 {11,929) {14,528)
Accounts payable (104,875) 57422 (5.216)
Accrucd caompensation end benefits (9.138) (31,602) 9,691
Other current liabilities (43,543) : 8871 657
Income taxes 44,578 (30,087) (12,542)
Other long-term Liabilities {11,362) 8,067 5,764
Net cash pravided by operaling activities 666,710 613,701 581,065
Cash flows from investing activities:
Additions of property and equipment (274,605) (317,962) {272,212)
Acguisiions (B1,617) (101,959) (127,094
Proceeds from asset seles 7,697 530 12,289
Purchase of investments available-for-sale (2,062} (2,009} {52,085}
Purchase of investments held-to-maturity (22,664) (21,048) (23,061}
Proceeds from the sale of invesmments available-for-sale 16,693 21,291 32,274
Proceeds from maturitics of investments held-10-maturity 16,380 21,355 4,795
Purchase of equity investmenis ’ {2,100} — {17,550}
Distributions received on equity investments 2,547 %08 1,134
Parchase of intangible assets (329) (65) (2,291}
Other investment activity — 1,220 {(2H2)
Nct cash ased in investing sctivilies (346,060) (397,73%) (446,743)
Cash flows [rom financing activities:
Borrowings 18,767,592 17,089,018 13,113,640
Payments on long-term delt {18,828,824) (17,102,569 (13,160,942)
Deferred financing cosis {42) (130} (4,51F)
Purchase of reasury stock (153,495) (232,715) (6,350)
Excess tax benefits from siock award exercises 6,950 8.013 25,541
Stock eward exercises and other share issuances, net 67,908 40,247 62,902
Distributions to noncontrolling interests {67,748) {59,357) (48,029)
Contribitions from noncontrolling, interests ’ 13,071 19,074 14,735
Procceds from sales of additional noncontrolling interests 9,375 10,701 5,536
Purchases fram noncontrelling interests {6,B59) (24,409} —
Net cash {uscd in) provided by financing ectivitics {152,072) (252,127} 1522
Net increase {decrense) in cash and cash equivalents 128,578 {36,1653) 136,844
Cash and cash equivalents at beginning of year 410,881 447,046 310,202
Cash and cash equivalents at end of year $ 339,459 3 410,881 ] 447,046
See notes to consolidated financial statements.
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DAVITA INC.

CONSOLIDATED STATEMENTS OF EQUITY

AND
COMPREIENSIVE INCOME
(dollars and shares in thousands)

DaVita Inc, Sharcholders’ Equity

Non-controlling
Interests
subject to put
provisions

Common stock

Shores  Amount Additdonal
paid-in
copital

Non-controlling
interests oot
suhject to put

provisions

Accumulated
other
comprehensive
income (Joss)

Treasury stock
Shares Amount
Comprehensive

income

Retained

earnings Total

Balance at
December 31,
2006 3
Comprehensive

income:

Net income

Unrealized
losses an
interest rate
swaps, nel of
tmx

Less
reclassification
of nel swap
realized gains
into net
incame, net
of tax

Unrcalized gains
an
imvestments,
net of 1ax

Less
reclassification
of net
imvestment
realized gains
intd net
ircome, net
of tnx
Total

comprehensive
income

191,871 %134862 5 1355

30,157

Comulntive effect
of change in
accounting
principle SFAS
Interpretation
Na {FIN) 48

Stock purchose
shares issued

Stock unit shares
issued

Stock options ond
S55ARs

. exercised

Stock-based
compensation
xpense

Excess tix benehts
from steck
awards exercised

Distnbutions to
nancontrolling
interests

Comtributions from
noncontrolling
interests

Sales and
assumptions af
additional
noncontrolling,
inlerests

Changes i fair
value of
noncontrolling
interests

Crber adjustments
10
nancantrolling
interests 433

Purchase of
treasury siock

(28,553)

9,124

6,061

121,374

523,500 % 1,129,621 (30,226) ¥ (526,520} § 12,997 § 1,139,333 % 31,0719

381,778 381,778 16,708 § 428,643

(7,169 (7.,169) (7.169

(8,858) (8,858) (B,B58)

4,211 4,211 4,211

(3.692) (3.692) 3,652

5 413,133

3,891 3,891

3,831 124 2,160 5,991

(1,848) 120 2,098 250

13,429 2,361 41,268 34,697

34,149 34,149
27428 27,428
{19.476)

5.611

7,281

(121,374} {121,374} —

975

{1 {6,350) (6,350)

Balance at
December 31,

2007 s 330,467 134862 § 1358

Source: DAVITA INC, 10-K, Feﬁruary 25, 2010

479115 §  1515290(27,732) § (487,744) § (25113 § 1,504,285 § 48,178
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Comprehensive
income:
Net income 30,40} 374,160 374,160 16,759 § 421320
Unrealized .
Tosses on 1
interest rate
swaps, nel ¢f
tax (13,947} (12,47) (12,547)
Less
reclassification
of net swap
reatized
losses into
nel income,
net of 1ex 2,590 2,590 2,590
Unrealized
losscs on
imvestments,
net of tax (1174} {1,174) {1,174)
Lass
reclessification
of net
investment
realized gains
into net
income, net
of tm (297) (257) (297)
Tota)
comprchensive
IBcomec 5 409,492

Source: DAVITA INC, 10-K, Fepruary 25. 2010 ‘ Powered by Marningstar® Documen! Resamch™
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No:

n~confrolling
interests

sohject to puk

provistons

DAVITA INC.

CONSQOLIDATED STATEMENTS OF EQUITY
AND
COMPREHENSIVE INCOME—(Continued)
{dollars and sbhares in thousands)

DaVits Inc. Shareholders’ Equity

Common stock

Treasnry stock Accomblaied
Shares Amount Additional Shares Amoont other
paid-in Retalned comprehensive

capital carnings income (loss)

Non-conirolling
interests not
subject to put  Comprebensive

Total provisions income

Stock purchase
shares issued

Stock unii shares
issued

Srock options and
SSARs exercised

Stock-based
compensation
expense

Excess wx benefits
from stock
nwnrds cxercised

Distributions to
nencontrolling
niefests

Contributions from
noncantolling
interests

Sales and
assumptions of '
addivonal
noncontrolling
intevesis

Purchases from
noncontrolling
interesis

Changes in fair
value of
noncenaolling
interests

Other adjustments to
noncontrolling
interesls

Purchase of reasury
slock

(40,016}

7,305

9389

(2,397

(43,254)

(548)

2,981 98 1,730
(2,670) 181 3,544

12,278 1,133 23,328

41,235

8,165

43254

{4,789) 232,715

47

874

35,606

41,235

8,165

(19,341}

11,769

4,726

2.334)

43,254 -

(605}

(232,715}

Buolance at
December 31,
2008 s

Comprehensive
in¢orns;

MNet incone
Unroalized Jusacs
on interesi
rate swaps,

net of tax

Less
reclassification
of oet swap
realized losses
into net
income, net of
tax

Unrealized gains
on
investmenis,
net of tax

Less
recinssification
of net
invesmment
realized gnins
into net
income, net of
1ax

Total
comprchensive
income

Stock purchase
shares issued

Stock unit shares
issucd

Stock options and
SS5ARs exercised

Stock-bnsed
compensntion
expense

Source: DAVITA INC, 10-K, February 25, 2910

291,397

38,381

134862 5 1355 584358 §  1.889,450(31,009) 5§ (681,837) %

422,684

{2,57H)

10,542

986

(139)

2,135 107 2,387
(L,570) 69 1,570

15,598 2,036 48,055

44,422

234

(14,339) § 1,767,747 § 59,152

422,684 10,604 § 479,759

(2,578) (2,578)

10,542 10,542

986 986

(159) 159

3 488,550

4,522

63,653

44,422 -

Prwersd oy Matringstar® Document Rezeanh®™
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Excess tax benefits
from stock
awards exercised 6,150 6,150

Distriburtions to
noncontrolling,
interesis (44.277) (23,471)

Contributions rom
noncontrolling
interests 10,502 2,569

Solcs and
assumptions of
additional
noncontrolling
inlerests 13,483 (529) (529) 4,039

Purchascs from
nancontrolling
interests (2,594 (3.721) (3.721) (544}

Changes in fair
value of
nancontrolling
interests 24819 (24,819) (24.819) —

Other adjustments 4 {33%) (339) (1.346)

Parchase of Ureasury
stock {2,903) (153,495) {153,495)

Balance at
December 31, '

2009 ] 331,725 134862 3 1358 621,685 § 2312134 (31,800) § (793,34D) § (5,518) § 2135066 § 59,093

See notes to consolidated financial statcments.

F-8
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data)

1. Orgarization 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 contracied 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 diatysis centers Jocated in 43 states and the

District of Columbia, serving approximately 118,000 paticnts. The Company’s dialysis and related lab services business qualifies as a separatcly reponiable
segment and all other ancillary services and strategic injtiatives have been combined and disclosed-in the other segmens category.

Basis of presentation

These consolidated financial statements are prepared in accordance with United Statcs generally accepted accounting principles. The financial statements
inciudc DaVita and its subsidiaries, partnerships and other entities in which it maintains a 100%, majority voting, or other controlling financial interest
{collectively, the Company). All significant intercompany transactions and balances have been eliminated. Non-marketable equity investmens are rccorded
under the equity or cost method of accounting based upon whether the Company has significant influence over the investee. The Company has evaluated
subsequent evenls through February 25, 2010, which is the date these consolidated financial statements were issued.

Use of estimates

The preparation of financiel statements in conformity with United States generally accepted accounting principles requircs the use of estimates and
assumptions that nffect the reported amounts of revenues, expenses, assets, liabilities and contingencies. Although acrual results in subsequent periods will differ
from these estimates, such cstimates are developed based on the best information available to management and management’s best judgments at the time made.
All significant assumptions and estimates underlying the amounts reported in the financial statements and accompanying notes are regularly reviewed and
updated. Changes in eslimates are reflected in the financial statements based upen on-going actual experience trends, or subsequent settlements and realizations
dcpending on the nature and prediciability of the estimates and contingencics. Interim changes in estimates related to annual operating costs are applied
prospectively within annual perieds. :

The most significant assumptions and estimates underlying these financial statements and accompanying notes involve Tevenuc recognition and provisions
for uncollcctible accounts, impairments and valuation adjustments, accounting for income taxes, quarterly variable compensation accruals, purchase accounting
valuation cstimates, fair value estimates and stock-bascd compensation. Specific estimating risks and contingencies are further addressed within these notces to
the consolidatcd financial statements.

Neit operating revenues and accounts recefvable

Revenucs associated with Medicare and Medicaid programs arc 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 (¢.g., 80% for Medicare patients) and (b} for the portion not paid by the primary government
payor, estimates of the smounts ultimatcly collectible from other government programs peying secondary coverage (e.g., Mcdicaid

F-%

Source: DAVITAINC, 10-K, February 25, 2010 Pawerad by Moiningstar® Documant Nesgaich ™
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DAVITA INC,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continned)
(dolars in thoosands, except per share data)

secondary coverage), the paticnt’s commercial health plan secondary coverage, or the patient. Revenues asseciated with commercial health plans are estimated
based on contractual terms for the patients under healthcare plans with which the Company has formal agreements, non-contracted health plen coverage terms if
known, estimated secondary collections, historical collection experience, historical trends of refunds and payor payment adjustments (retractions), inefficiencies
in the Company’s billing and collection processes that can result in denied claims for payments, and regulatory compliance issues.

Operating revenues are recognized in Lhe period services are provided. Revenucs consist primarily of payments from Medicare, Medicaid and commercial
health plans for dialysis and ancillary services provided to patients. A usual and customary fee schedule is maintained for the Company’s dialysis treatments 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 scveral differcnt contracts
_and payment arrangements, and these contracts oflen include only a subset of the Company’s centers. It is oflen not possible to determine which contract, if any,
should be applied prior to billing. In addition, Tor services provided by non- contracted centers, final collection may require specific negotiation of & payment
amount, typically at a significant discount fror the Company’s usual and customary rates.

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 ctaims are subject to individual center profitability, as established by cost reports,
and require evidence of collection efforis. As a resull, billing and collection of Medicare bad debt claims are often delayed significantly, and final payment is
subject to audit.

Medicaid payments, when Medicaid coverage is secondary, can also be difficult to estimate, For many states, Mcdicaid payment terms and methods differ
from Medicare, and may prevent accurate estimation of individual payment amounts prior to billing.

Net revenue recognition and altowances for uncollectible billings require the use of estimates of the amounts that will ultimately be realized considering,
among other items, retroactive adjustments that may be asseciated with repulatory reviews, audits, billing reviews and other matters.

The Company's range of revenue estimating risk for the dialysis and related lab services segment is penerally expected to be within 1% of its revenue.
Changes in revenuc estimatcs for prior periods are separately disclosed, if material.

Management and administrative supporl services are provided to dialysis centers and physician practices and clinics that the Company does not own or in
which the Company docs not maintain a controlling ownership interest. The management fees are principalty determined as a perceniage of the managed
operations’ revenues of eash collections and in some cases an edditional component based upon a percentage of operating incorne. Manapement fees are included
in net operating revenues as camcd, and represent less than 1% of total consolidated operaling revenues.

Cther income, net
Other income includes interest income on cash investments and other non-operating gains and losses from investment transactions.

F-10
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DAVITA INC.

NOTES TQO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)
(dollars in thousands, except per share data)

Cash and cash equivalents
Cash equivalents are highly liquid investmenis with maturitics of three months or less at date of purchase.

Invenigries

Inventories arc siated at the lower of cost {{irst-in, first-out) or market and consist principally of pharmaceuticals and dialysis-related supplies. Rebates
related to inventory purchases are recordcd when camed and are based on certain achievement factors such as process improvements, dala submission and some
combination of these factors.

Property and equipment
Property and equipment is stated at cost fess accumulated depreciation and amortization and is further reduced by any impairments. Maintenance and
repairs are charged to expense as incurred. Depreciation and amortization expenses are computed using the straight-line method over the useful lives of the assets
estimated as follows: buildings, 20 to 40 years; leaschold improvements, the shorter of their economic useful life or the expected lease term; and equipment and
information systems, principally 3 to 8 years. Disposition gains and losses are included in current operating expenses.

Invesiments
Based upon the Company's intentions and ability to hold certain assels until maturity, the Company classifies certain debt securitics as held-to-maturity
and measures them at amortized cost. Based upon the Company’s other strategies 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 investmenis are recorded in other comprehensive income until realized.

Amortizable intangibles

Amortizable intangible assets and liabilities include non-competition and similar agreements, lease agreements, hospital acute services contracts, deferred
debt issuance costs and the Alliance and Product Supply Agreement, each of which have finite useful lives. Non-competition and similar agreements are
amortized over the terms of the agreements, typically ten years, using the straight-line method. Lease agreements and hospital acute service contracts are
amortized straight-linc over the term of the lease and the contract period, respectively, Deferred debt issuance costs are amortized to debt expense over the term
of the refated debt using the effective interest method. The Alliance and Product Suppty Agreement intongible liability is being amortized using the straight-line
method over the term of the agreement, which is ten years.

Goodwill

Goodwill represents the difference berween the fair value of acquired businesses and the fair value of the identifiable tangible and intangible net assets
acquired. Goodwill is not amontized, but is assessed for valuation impairment as circumstances warmant and at least annually. An impairment charge would be
recorded to the cxtent the book value of goodwill exceeds its fair value, The Company operates several reporting units for goodwill impairment assessments,

F-11
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)
{dollars in thousands, except per share data)

Impairment of fong-lived assets

Long-lived assets, including property and equipment, equity investments in non-consolidated businesses, and amortizable mtangible assels with finite
useful lives, are reviewed for possible impainment at lcast annually and whenever significani events or changes in circumsiances indicate that an impairment may
have occurred, including changes in our business stralegy and plans, changes m the guality or structure of our relationships with our partners and deteriorating
operating performance of individual dialysis centers or other operations. An impairment is indicated when the sum of the expected future undiscounted net cash
Nows identifiable to an assct or assed group is less than its carrying value. Impairment losses are determined from actual or estimated fair values, which are based

+ on market values, nct realizablc values or projections of discounted nct cash flows, as appropriate. Impairment charges arc included in operating expenses.

Income taxes

Federal and state income taxes are computed at current enacted tax rates, less tax credits using the asset and liability method. Deferred taxes are adjusted
both for items hat do not have tax consequences and for the cumnulative cffect of any changes in tax rates from (hose previously used to determine deferred tax
assets or liabilities. Tax provisions include amounts that are currently payable, changes in defcrred tax assets and liabilities (hat arise because 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 1ax 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
allowence is establishcd when necessary to reduce deferred tax assets to amounts expected to be realized.

The Company uses a recognition threshold of more-likely-than not and a measurement attribute on all tax positions taken or expected to be taken in a tax
return in order to be recognized in the financial stetements. Onee (he recognition threshold is met, the tax position’is then measured o determine the actual
amount of benefit to recognize in the financial statements.

Self insurance

The Company maintains insurance reserves for professional and general hiability and workers® compensation in excess of certain individual and or
aggregate amounts not covered by third-party carriers. The Company estimates the self-insured retention portion of professional and general liability and
workers' compensation risks using third-party actuarial calculations thai are based upon historical ¢laims experience and expectations for future claims.

Noncontrolling interests

Noncontrolling interests represent the equity interesis of third-party owners in consolidated entities which are majority-owned, As of December 31, 2009,
third parties held noncontrolling ownership interests in 137 consolidated entities. See discussion below on Lhe retrospective application of adopting the
presentation and disclosure requirements relating to noncontrolling interests.

Stock-based compensation

The Company’s stock-based compensation awards are measured at their estimated fair value on the date of grani and recognized as compensation expense
on the straighi-line methed over their individual requisite service periods. The Company implemented these requirements for ell stock-based awards using the
modified prospective transition method.

F-12
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)
{dollars in thoussnds, except per share data}

Interest rate swap agreemenis

The Company has entered into several interest rate swap agreements as a means of hedging its exposure to and volatility from varisble-based interest rate
changes, These agreements arc designated as cash flow hedges and are not held for rading or speculative purposes, and have the economic effect of converting
portions of the Company’s variable rate debt to a fixed rete. Sce Note 13 to the consolidaied financial statements for further details.

Fair value estimates

The Company measures the fair value of certain assets, liabilities and noncontrolling intcrests subject 10 put provisions based upon certain valuation
techniques that include observable or unobservable market inputs and assumptions that market participants would use in pricing these assets, liabilities and
noncentrolling interests subject to put provisions. The Company also has classified its assets, liabilities and noncontrolling interests subject to put provisions into
the appropriate fair value hierarchy levels as defined by the FASB, Sec Note 23 to the consolidated financial statements for further details.

New accounting standards

On June 29, 2009, ke Financial Accounting Standards Board (FASB) established the FASB Accounting Standards Codification (Codification) as the
single source of amhoritative U.S. penerally accepted accounting principles (GAAP) for all nongovernmentai entities. Rules and interpretive relcases of the
Securities and Exchange Commission (SEC) are also sources of authoritative 11.5. GAAP for SEC registrants. The Codification does not change U.S. GAAP but
takes previously issucd FASB standards and other U.S. GAAP aulhoritative pronouncements, changes the way the standards are referred to, and includes them in
specific opic arcas, The Codification is effective for financial statements issued for interim and annual periods ending afler 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 treai noncontrolling interests as a scparate component of equity, but apart from the Company’s
equity, and not as a liability or other item outside of equity. The Company is also required to identify and present consolidated net income attributable to the
Company and to noncantrotling interests on the face of the consolidated statement of income. Previously, the Company had reported minority interests
(nonconirolling interests) as a reduction to operating income. In addition, changes in the Compamy’s ownership interest while the Company retains a controlling
financial interest should be accounted for as cquity transactions. The Company was also required to expand disclosures in the financial statements to include a
reconcidiation 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 atmbutable to the Company. This change did not have o material impact on the
Company’s consolidated financial statements; however, it did change the presentation of minority inlerests (noncontrolling interests) in the Company's
consolidated financial statcmenis. In conjunction with adopting these requircments, the Company was required to classify securities with redemption fcatures that
are not solely within the Company’s control such as the Company’s noncontrolling interests that are subject to put provisions outside of permanent equity and to
measure Lhese noncontrolling interests at fair value. See Note 22 to the Company’s consolidated financial statements for further details. These consolidated
financial statements have been recast for all prior pertods presented for the retrospective application of these presentation and disclesure requirements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMtNTS—(Continued)
{dollars in thousands, excepl per share data)

DAVITA INC.

The effects of the change upon the retrospactive application of these presentation and disclosure requirements were as foliows;

Consolidated income statemenis:

Operating income:
Operating income as previously reported
Reclassification of noncontrolling inicrests

Operating income as adjusied

Tocome taxes:
Incomc taxes as previously reported
Income taxes associated with noncontrolling interests

Income taxes as adjusted

Consolidated balance sheet:

Batances as previously reported
Net change

Balances as adjustcd

Consolidated statements of cash flow:

Cash flows from operating activities:

Nct cash provided by operating activities as previously rcporied

Reclassification of distributions to noncentroiling interests to cash flows from financing activities

Net cash provided by operating activities as adjusted

2. Earnings per share

2008 2007
§ 821765  § 862,209
47,331 46,702
$ 869,096 $ 908,911
$235300  § 245744
171 {163)
5 235,471 $ 245,581
2008 _
Noncontrolling Noncontrolling
interests not inferests Additional
Income fax Minority subject to put subjeet to put paid in
receivable Interest provisions provisions capital
§ 32,138 $ 165846 b — 5 — $ 769,069
{8) {165,846) 59,152 291,397 (184,711)
$ 32130 5 — 5 59,152 5 291,397 5 584,358
1008 2007
$ 555931 § 533,006
57.770 48,029
$ 613,701 § 581,065

Basic net income per share is calculated by dividing net income by the weighted average number of common shares and vested stock units outstanding,
Diluted net income per share includes the dilutive effect of stock options, stock-setiled stock appreciation rights end unvested stock units under the treasury stock

method.

Source: DAVITA INC, 10-K. February 25, 2010
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DAVITA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(dollars in thovsands, exeept per share data)

The reconciliations of the numerators and denominators used to calculate basic and diluted net income per share are as follows:

Yenr ended December 31,
1009 . 1008 2007
{shares in thousands)

Basic:

Net income attributable 10 DaVita Inc. § 422,684 § 374160 $ 381,778
Weighted average shares outstanding during the year 103,595 105,140 105,348
Vested stock units 9 9 45
Weighted average shares for basic camnings per share calculation 103,604 105,149 105,393
Bnsic net tncome per share attributable to DaYita Inc ) 408 § 356 § 3.61
Diluted:

Nel income attributable to DaViia Inc. § 422684 § 374,160 § 381,778
Weighted average shares ouistanding during the year 103,595 105,140 105,848
Vested stock units . 9 9 45
Assumcd incremental shares from stock plang 564 791 1,525
Weighted average shares for diluted eamings per share calculation 104,168 105,940 107,418
Diluted net income per share sttributable to DaVita Inc ) 406 § 353 % 3.55
Shares subject to anti-dilutive awards excluded from calculation(1) 9,912 10,053 260

hY
(1)  Shares associated with stock options and stock-settied stock appreciation rights that are excluded from the diluted denominator calculation because they
are anti-dilutive under the treasury stock method.
3. Accounts receivable

Approximately 18% and 9% of the accounts receivable balances as of Decemnber 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 cur eccounts receivable as of December 31, 2009 and 2008, respectively,
relate to amounts due from patients. Accounts receivable are principally from Medicare and Mcdicaid programs and commercial insurance plans,

4. Other receivables
Other receivables were comprised of the following:

D¢cember 31,

2009 1008
Supplier rebates and other non-trade receivables $ 195753 % 172,604
Medicare bad debt claims 45,600 38,700
Operating advances under management and administrative services agreements 22,103 27,861

§ 263456 5 239,165

Operating advances under management and administrative services agreements are gencrally unsecured.
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DAVITA INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
{dollars in thousands, except per share data)

5. Other current assets
Other current assels consist principally of prepaid expenscs and operating deposits.

6. Property and cquipment
Property and equipment were comprised of the following!

Drcember 31,
2009 1008

Land $ 11,77 $ 1,70
Buildings 34,294 33,833
Lcaschold 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 (970,390 (836,505)

$ 1,104,925 $ 1,048,075

Depreciation and amortization expense on property and equipment was $214,515, 201,006 and $178,990 for 2009, 2008 and 2007, respectively,

Interest on debt incurred during the development of new centers and other capital assel projects is capitalized as a component of the asset cost based on the
respective in-process capital asset balances. Interest capitelized was $3,627, $4,189 and $3,878 for 2009, 2008 and 2007, respectively.

7. Amortizable intangibles

Amortizable intangible assets were comprised of the following:

December 31,
2009 008
Noncompeltition and other agrecmenis $ 281,022 $ 285,270
Lcase agreements §,156 8,637
Deferred debt issuance costs ) 72,656 72,748
371,834 366,655
Less accumulated amonization (235,102) (206,134)
Total amortizable intangible assets § 136,732 $ 160,521
Amortizable intangible liabilities were comprised of the following:
December 31,
. 2009 2008
Alliance and product supply agreement commitment (See Note 22) $ 68,200 $ 68,200
Less accumulated amortization (37,553) (32.223)
$ 30,647 $ 35,977
F-16
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DAVITA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Confinued)
{dollars in thousands, except per share data)

Net amortization expense from noncompetition and other agreements and the amortizable intangible labilitics was $14,471, 315,911 and $14,430 for
2009, 2008 and 2007, respectively. Lease ngreements which arc amortized 1o rent expense were 8565 in 2009, 51,420 in 2008 and $2,240 in 2007, respectively.
Deferred debt issuance cosls are arnortized to debt expense as described in Note 13 to the consolidated financial statements.

Scheduled amorization charges from intangible assets and iabilitics as of December 31, 2009 werc as follows:

Alllapce and
Noncompetition and Deferred debt Product Supply
other agreements issuance costs Agreement Hobility
2010 b 20,100 b3 9,390 5 (5,330)
201 19,660 8,922 (5,330)
2012 18,935 6,423 (5,330)
2013 16,817 2,11 (5,330)
2014 15,133 2,290 (5,330)
Thereafter 15,844 477 (3.997)

8. Equity investments

Equity investments in non-consolidated businesses were $22,631 and $19,274 at December 31, 2009 and 2008, respectively. During 2009, 2008 and 2007,
the Company recognized income of $2,442, $796 and 51,217, respectively, relating to equity investmenis in non-consofidated businesses under the equity method
of accounting. See Note 17, scction Changes in DaVita Inc. § ownership interest in consolidated subsidiaries 10 the consolidated financial statements for
additionzt 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 $0% equity investment in & joint venture that operated six dialysis centers for §17,550.

9. Investments in debt and equiry securities

Based on the Company's intentions and strategy involving investments, the Company classifies certain debt securities as held-to-matunity and records
them at amortized cost. Equity securities that have readily determinable fair values and other debt securities elassified as available for salc are recorded at foir
value.

The Company’s investments consist of the following:

December 31, 2009 December 31, 2008
Held to Availeble Held to Avoilable
mazturlty for sale Total maturity for snle Total
Certificates of deposit, money market funds and U.S. wreasury notes due within
onc year $ 25275 % —  $25275 § 19355 % —  $15,355
Investmenls in mutual funds — 8,816 8 816 — 21,833 21,833
' $ 25275 § 8816 $34091 § 19355 § 21,833 5 41,188
Short-term investments £ 25275 $ 1200 $26475 § 19355 § 16,177 § 35532
Long-term investments — 7.616 7616 — 5,656 5,656

$ 25275 § 38816 534091 $ 19355 $ 21,833 541,88
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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 sale invesiments included $205 and $1,558, respectively, of gross pre-tax unrealized losses. During 2009 and
2008 the Company recorded gross pre-tax unrealized gains (losses) 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 scld investments in mutual funds for net proceeds of $16,693, and recognized a pre-tax gain of
$261, or $159 afler tax, that was previously rccorded in olther comprehensive income. In 2009, the Company also purchased approximately $6,300 of investmenis
that are classificd as held to maturity, net of investmenis 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-tax pain of $486, or $297 after-tax, that was also previously recorded in other
comprehensive income. These pre-tax gains arc included in olher income. See Note 18 to the consolidated financial statements for further details,

As of December 31, 2009, investments totaling $22,275 classified as held to maturity are used to maintain centain czpital requirements of Lhe special needs
plans of VillageHealth, which is a wholly-owned subsidiary of the Company. As of December 31, 2009, the Company diseontinued the VillageHealth special
needs plans and is in process of paying out all incurred claims, The Company also expects 10 liguidate its investments that are currently held te maintain certain
capital requirements as soon as all of the claims are paid and the various state repulatory apencies approve the release of these investmentis. The investments in
mutual funds classified as available for sale arc held within a trust to fund existing obligations associated with several of the Company’s non-qualified deferred
compensation plans.

During 2007, the Company sold its investment of $20,000, or two million shares in NxSiage Medical, Inc., for net proceeds of $25,868 and recognized a
pre-tax gain of $5,868, or $3,628 after tax, that was previously recorded in other comprehensive income. The pre-tax gain is included in other income,

10. Goodwill : .
Changes in the book value of goodwill were as follows:

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 adjustmenis — (642)
Other adjustments — 265

Balance al December 31 5 3,951,196 $ 3,876,931

As of December 31, 2009, there was $3,882,254 and $68,942 of goodwill associated with the dialysis and reiated lab services business and the ancillary
services and strategic initiatives, respectively.

As of December 31, 2008, there was 53,808,942 and $67,989 of goodwill associated with the dialysis and related lab services business and the ancillary
services and strategic initiatives, respectively. '
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11. Other liabilities
Other accrued liabilities were comprised of the following:

December 31,
1009 1008
Payor rcfunds and retractions : $ 320,187 § 361,205
Insurance and self-insurancc accruals . 59,734 55,844
Accrued interest 36,881 44,308
Accrucd non-income tax liabijlities : 11,581 8,920
Interest rate swaps 10,792 18
Other 21,917 24,944

$ 461,092 § 495239

12. Income taxes
A reconciliation of the beginning and ending lisbility 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 $ 10,387 § 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 positions related to prior years (1,738) (17,254)
Settlements (336} —
Batance ending $ 30,693 $ 10,887

As of December 31, 2009, it is reasonably possible that §18,342 of unrecopnized tax benefits may be recognized within the-next 12 months, primarnly
related to the Niling of 1ax accounting method changes. These changes will have no impact on the Company's effective tax rate, As of December 31, 2009,
unrecognized tax benefits totaling 512,351 would affect the Company’s effective tax rate, if recognized.

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in its income tax expense. At December 31, 2009 and 2008,
the Company had appreximatcly $3,226 and §1,402, respectively, accrued for interest and penalties related to unrecognized 1ax benefits, net of federal tax
benefits.

The Company and ils subsidiarics fite U.S. federal income tax returns and various siate returns. The Company is no longer subject to U.S. federal, state
and local examinations by 1ax authorities for years before 2004.
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Income tax expense consisted of the following:

Year ended December 31,
2009 2008 2007

Current:

Federal $ 193,187 & 118,764 $ 196,556

State 34,415 20,595 30,424
Deferred:

Federal 44,376 81,306 14,945

State 6,493 14,806 3,656

§ 278465 § 235471 3 245581

Deferred tax asscts and Jiabilitics arising from iemporary differences were as follows:

Deeember 31,
2009 2008

Receivebles § 142315 5 108,275

Alliance and product supply agreement 1,922 13,995

Accrued liabilities 125,992 117,474

Other _ 62 208 65,635

Deferred ax assets 342,437 305,379
Valugtion allowance (14,191} {12 588)

Net deferred tax assets 328 246 292,791
Intangible assets {317,306) (262,029)
Property and equipment {84,041) {55,747)
Qther (4,801) (2,703)
Deferred tax liabilities (406,148) (320,479)
Net deferred tax liabilities 5 (77.902) $ (27,688)

At December 31, 2009, the Company had stale net operating loss carryforwards of approximately $16%,497 that expire through 2029, and federal net
aperating loss carryforwards of $10,657 that expire through 2029. The utilization of these losses may be limited in future years based on the profitability of
cerlnin separate-return entities. The valuation allowance increase of $1,603 relates to changes in the estimated tax bencfit of federal and state operating losses of
separate-retumn entities, '

The reconciliation berween our cffective tax rate from continuing operations and the U.S. federnl income tax rate is as follows:

Year ended
December 31,

2009 2008 2007
Federal income tax rate 35.0% 3500 35.0%
State taxes, net of federal benefit . 37 3.7 35
Changes in deferred tax valuation allowances 0.2 0.3 02
Other 08 (0.3) 04
Impact of noncontrolling interests primarily attributable to non-tax paying entities (3.0 2.8 027
Effective tax rate 36.7% 35.9% 364%
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13. Long-term debt
Long-1erm debt was comprised of the following:

December 31,
2008 2008
Senior Sccured Credit Facilities:
Term loan A - § 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 15,891 15266
Capital lease obligations 4,635 5873
Total principal dcb! outstanding 3,629,526 3,691,389
Premium on the 6 “/3% scnior notes 2698 3,757
3,632,224 3,695,146
Less current portion ' {100,007 (72,725)
§ 3,532,217 § 3622421
Scheduled maturities of long-lerm debt at December 31, 2009 were as follows:
2010 100,007
2011 67,589
2012 1,707,625
2013 901,374
2014 495
Thereafier 852,436

Senior Secured Credit Facility

The Senior Sceurcd Credit Facilitics are guaraniced by substantially all of the Company’s direct and indirect wholly-owned subsidiaries and are secured by
substantially all of the Company’s and its subsidiary puarantors® assets. The Senior Seeured Credit Facilities also contain customary affirmative and negative
covenants and require compliance with financial covenants, including an interest rate coverage ratio, and & leverage ratio that determines the interest rate margins
on term loan A and the revolving line of ercdit. The Senior Secured Credit Facilities in general alse contain limits on the general amount of capital expenditures
for internal growth, acquisitions and capital 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 internal growth will not
apply during the periads in which the Company’s leverage ratio is less than 3.5:1. The Company’s leverage ratio at December 31, 2009 was less than 3.5:].

Term Loans

Term loan A and term loan B total outstanding borrowings each consist of verious individual tranche amounts that can range in maturity from one month
to twelve months. Each specific tranche bears intcrest at a LIBOR rate determined by the maturity of that specific tranche and the interest rates are reset as each
specific tranche matures. The overall weighted average interest rate for cach term koan is determined based upon the LIBOR interest rates in effect for all of the
individual tranches plus the interest ratc margin.
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Term Loan 4

Term loan A currently bears interest at LIBOR plus & margin of 1.50%, for an overall weighted average effective rate of 1.74% at December 31, 2009. The
interest 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 Oclober
2011 and requires annual principal payments of $87,500 in 2010 and 365,625 in 2011, respectively.

During 2009 and 2008, the Company made principal payments totaling $61,250 and §14,875, respectively, on term loan A.

Term Loon B

Term loan B bears interest at LIBOR plus a margin of 1.50% for an overall weighted average e flective rate 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 Secured Credit Facilities totaling $250,000, of which approximately $51,889 was
committed {or outstanding letters of credil. The Company also has other undrawn revolving lines of credit 1otaling $3,300 associated with scveral of its joint
veniures,

Senior and Senior Subordinated Notes

The Comp:m).r s senior and senior subordinated notes, as of December 31, 2009 and 2008, conststcd of $900,000 of 6 $/8% senior notes due 2013 and
$850,000 of 7 1/4% scnior subordinated notes due 2015, The effective inferest rate for $400,000 of the 6 3/8% scnior notes is 6.45%. The notes are guarantesd by
substantially all of the Company’s direct and indirect wholly-owned subsidiaries and require semi-annual interest payments in March and September. The
Company may redeem some or all of the scnior notes at any time on or afler March 15, 2009 and some or al) of the senior subordinated notes at any time on or
afler March 15, 2010,

Interest rate swaps

Effeclive 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 abous (a) how and why the Company uses derivative instruments, (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, financial
performance, and cash flows. These requirements did not have a material impact on the Company’s consolidated financial statements. The Company has elected
to provide comparative disclosures for the prior period presented.

The Company has cntcred into scveral interest rate swap agreements as a means of hedging its exposure to and volatility frem vanable-based interest rate
changes as part of its overall risk management siralegy. These agreements are not held for trading or speculative purposes, and have the economic effect of
converting portions of our variable rate debt 1o a fixed rate. These agreements are designated as cash flow hedges, and as a result, hedge-ctfective gains or losses
resulting from changes in the fair values of these swaps are 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 each specific swap tranche that have settled have been reflected as
adjustments to dcbt 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 agreements had the economic effect of modifying the LIBOR-based variable interest rate on 8n 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 Facililies, including the term loan B margin of 1.50%. The swap agreements expire in 2010 and require quarterly interest payments. The Company
cstitnates that approximately $8,900 of existing unrealized 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, 2005 and 2008:

Interest rate swap Habilitles

December 31, 2009 December 31, 2008
Balnnce sheet - Balance sheet

Derivatives desipnated as bedging instruments location Fair volue location Fpir value
Curreat settlement of interest ratc swap agrecments Other current Other current

liabilities § 10,792 liabilities $ 18
Interest rate swap agreements Other long-term Other long-term

liabilities - liabilities 21,886
Total $ 10,792 b 21,904

The following table summarizes the cffects of our interest rate swap agreements for the years ended December 31, 2009, 2008 and 2007:

Amount of gains (Josses) Location of Amount of pains {lostes)
recognized in OCI on joterest (tosses) goins reclassified from sccumuleted
yate SWEp agreements reclnysified OCT intp income
Years ended December 31, from Years ended December 31,
2009 2008 2007 secumulated 2008 1008 2007
OCl into
Derivatives desippated as cosh flow bedpes income
Interest rate swap agreements §(4220) $(21,190) $(11,733) Debtexpense §({17,253) §(4,239) § 14,498
Tax expense benefit (cxpense) 1,642 8243 4,564 6,711 1,649 (5.640)
Total §(2,578) §$(12947y § (7,169 $ (10,542} 5§ (2,590) % B,858

As of December 31, 2009, the Company's interest rales were economically fixed on approximately 21% of its variable rate debt and approximately 55% 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 interest rate in 2009 was 4.86% and &s of December 31, 2009 was 4.68%.

Debi expense

Debt expense consisted of interest expense of $176,100, $214,944 and $242,720, amortization of deferred (inancing 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-off of $4,371 of deferred financing costs, Debt cxpense in 2007 also included $248 of other costs associated with the amendment and reinstatement of the
Senior Secured Credit Facilities. The interest expense amounts are net of capitalized interesl.

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 ien years at the fair rental valuc st the time of renewal. The Company leases are generally subject to periodic consumer ptice index increases or
contain fixed escalation clauses. The Company also leases certain equipment under capital leases.

Future minimum lease payments under non-cancelable operating leases and capital leases are as follows:

Operating Capital
Ienses lenses
2010 5 215,993 s 851
2011 167,042 852
2012 176,378 870
2013 152,512 835
2014 130,718 579
Thereafter 435217 2,801
$ 1,311,860 6,788
Less portion representing interest (2,153)
Total capital lease obligations, including current portion $ 4,635

Rent expense under all operating feases 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 clauses or include abatement provisions. Leasehold improvement incentives
are deferred and amortized 1o rent expense over the term of the lease. The net book value of property and equipment under capilal leases was $5,432, $6,612 and
$7,191 at December 31, 2009, 2008 and 2007, respectively. Capital Jease obligations are inclrded in Jong-term debt. See Note 13 to the consolidated {inancial
stalements.

15. Employee benefit plans

The Company has a savings plan for substantially all employecs which has been established pursuant to the provisions of Section 401(k) of the Internal
Revenue Code, or IRC. The plan allows for employees to contribute a percentage of their basc annusl salaries on a tax~deferred basis not to exceed IRC
limitations. The Company does not provide any matching contributions.

The Company atso maintains a voluntary compensation deferral plan, the DaVila 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 elect to defer all or a portion of their
annual bonus payment and up to 50% of their base salary into a deferral account maintained by the Company. Total contributions to this plan in 2009 and 2008
were $2,062, and $1,993, respectively. Deferred amounts are generally paid out in cash at the participant’s election either in the first or second year following
retirement or in a specified future period at leest three io four years after the deferral election was efective. During 2009 and
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2008, the Company distributed $601 and $764, respectively, to panicipants. Panticipants are credited with their proportional amount of annual earnings from the
pian, The assets of this plan are held in a “rabbi trust” and as such are subject to the claims of the Company’s general creditors in the event of its 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 acquircd an Executive Retirement Plan for cerlain members of
management. This plan is non-gualificd and coniributions to the plan were made at the discretion of DVA Renal Healthcare based upon a pre-determined
percentage of a participant’s basc salary. Effective November 2005, all contributions to this plan were discontinued and the balance of the plan assets will be paid
out upon termination of each individual panticipant. 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 51,570 and $3,490, respectively.

The Company maintained a non-qualified deferred compensation pian for key employees. Company contributiens were diseretionary and werc deposited
into a rubbi trust. Participants in the plan were subject to a vesting period and typically receive annual distributions from the plan commencing one year after
grant date, although in certain situations distributions arc paid upon termination or retiremnent. Participants also had the option to direct their balances into certain
investment funds and were credited with their propertional amount of camings from the investments. The assets of this plan were held in the rabbi trust and were
subject to the claims of the Company’s general creditors in the event of its bankruptcy. There were no contributions Lo this plan in 2009. In 2008, the Company
contributed $16 to this plan. During 2009, the Company distributed $15,851, including eamings, to eligible participants, which were the total assels held in trust.
In 2008, the Company distributed $5,263 to eligible participants.

The Company also maintained another non-qualified deferred compensation plan for certain employees. Company cootributions to the plan were
discretionary and were deposited into a rabbi frust that was not subject to general creditors claims in the event of bankruptcy by the Company. Participants in the
plan were subject ta a vesting period and were credited with their proportional amount of carnings from the investments within the plan. In 2008, the Company
distributed $15,122, including eamings to atl eligible participants, The distribution was the total asscts 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. See 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 employees who do not have a significant number of stock awards, which has
been in place since 2001, and which provides for cash benuses to empioyees 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 tansaction 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 are from government programs and may be subject to adjustment as a result of: (1) examination by goevernment
agencies or contractors, for which the resolution of any matters raiscd may take extended periods of time to finalize; (2) differing interpretations of government
regulations by different fiscal intermediaries or regulatory authorities; (3) differing opinions regarding s patient’s medical diagnosis or the medical necessity of
services provided; and (4) retroactive applications or interpretations of governmenial requirements. In addition, the Company's revenues from commercial payors
may be subject to adjustment as a resuli of potential claims for refunds, as a result of govemnment actions or as & result of other claims by commercial payors.

Inquiries by the Federal Government

In December 2008, the Company received a subpoena for documents from the Office of Inspector General, U.S. Department of Health and Human
Services, or OIG, relating to the pharmaceuticat products Zemplar, Hectorol, Venofer, Ferrlecit and Epogen © , or EPQ, 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 Ofice, or U.S. Aftorney’s
Office, for the Northern District of Georgia and the U.S. Department of Justice in Washington, DC, since November 2008 relating to this matter, and has been
advised that this is a civil inquiry. On June 17, 2009, the Company learned 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 seal in the Unitcd States District Court for the Northern District of Georgia. The
Company is cooperating with the inquiry and is producing the requested tecords. To the Company’s knowledge, no proceedings have been initiated by the federal
government against the Company at this time, Although the Company cannot predict whether or when proceedings might be initiated, or when these matiers 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 continue to require
menagement’s attention 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 OIG for records relating to EPO claims submitted 1o Medicare. In August
2007, the Company received a subpoena from the O1G secking similar documents. The requested documents relate to scrvices provided from 2001 to 2004 by a
number of the Company’s eenters. The request and subpoena were sent from the O1G'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 contact with the U.5. Attorney’s Office for the Eastern District of Texas, which hes
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 lifted the seal on the
civil qui tam complaint related to these allegations and the Company was subsequently served with a complaint by the relator. We believe that there is some
overlap between this issuc and the ongoing review of EPO utilization and claims by thc U.S. Attorney’s Office, for the Enstem District of Missouri in St. Louis
described below. To the Company’s knowiedge, no procecdings have been initiatcd by the federal government against the Company at this time. Although the
Campany cannot predict whether or when proceedings might be initiated or when these matiers may be resolved, it is not unusual for investigations such as these
to continue for a considerable period of time. Responding to these inguiries will continue to require management’s attention and significant legal expense. Any
negative findings could result in substantial financial penalties against the Company and exclusion from future participation in the Mcdicare and Medicaid
PIOEERMS, .

In March 2005, the Company reccived a subpoena from the U.S. Auomey's Office for the Eastern District of Missouri in St. Louis. The subpoena requires
production of a wide range of documents relating to our
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operations, including documents related to, among other things, pharmaceutical and other services provided to patients, relationships with pharmmaceutical
companics, and financie) relationships with physicians and joint ventures. The subpocna covers the period 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 certain patient records relating to the administration and billing of EPO.
In May 2007, the Company received a request for documents relsted to durable medical equipment and supply companies owned and opcrated by the Company.
The Company is cooperating with the inguiry 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 proceedings may be initiated against the Company in connection with this inguiry. Te the Company’s
knowledge, na praceedings have been initiated against the Company at this time. Although the Company cannot predict whether or when proceedings might be
initinted or when thcse matters may be reselved, it is ot unusual for investigations such as these to continue for a considernble period of time. Responding to the
subpoenas will continue 1o require management’s attention and significant legal expense. Any ncgative findings could result in substantial financial penaltics
against the Company, exclusion from future participation in the Medicare and Medicaid programs and criminal penalties,

Other

The Company has received several notices of claims from commercial payors and other third parties related to historical billing practices and claims
apainst DVA Renal Healthcare (formerly known as Gambro Healthcare) related to historical Gambro Healihcare billing practices and other matiers covered by
their 2004 settlement agreement with the Department of Justice and certain agencies of the U.S. government. At least one commercial payor has filed an
arbitration demand against the Company, as described below, and additional commercial payors have (hreatened litigation, The Company intends to defend
against these claims vigorously; however, the Company may not be successful and these claims may lead to 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 as a class action, In
February 2007, June 2008, October 2008 and December 2008, the Company was served with five separate complaints, including two in Qctober 2008, by various
former employees, each of which alleges, among other things, thet the Company failed to provide rest and meal periods, failed to pay compensation in lieu of
providing such rest or meal perieds, failed 10 pay the correct amount of overtime, failed 10 pay the rate on the “wage slatement,” and failed 1o comply with certain
other California labor code requirements. The Company has reached a tentative scitlement in the complaints served in February 2007 and December 2008 and
one of the complaints served in October 2008. That scttlemcnt has been partially approved by the court and the Company is waiting for final court approval of
the last pari of the settlement. The Company intends to vigorously defend against the remaining claims and to vigerously oppose the certification of the
remaining matters as class actions.

In August 2007, Sheet Metal Workers National Health Fund and Glenn Randle filed 2 complaint in the United Statcs District Court for the Central District
of California against the Company. The complaint also names as defendants Amgen Inc. and Fresenuis Medical Care Holdings, Inc. The complaint is styled asa
class action and alleges four claims against the Company, including violations of the federal RICO statute, California’s unfair competition law, Catifornia’s false
advertising law and for unjust enrichment. The complaint’s principal allegations against the Company are that the defendants engaged in a scheme to unlawfully
promote the administration of EPO to hemodialysis patients intravenously, as opposed to subeutancously, and to over-utilize EPQ. On December 17, 2008, the
Court dismissed the complaint and allcgations in their entircty with permission .
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of plaintiffs to amend the complaint. The Company was not named as a defendant in plaintifs’ amended complaint. In June 2009, the Count dismissed the
remainder of the case. Following the dismissal, plaintiffs filed a notice of appeal, The notice of appeal sceks review by the U. S. Courl of Appeals for the Ninth
Circuit of all of the distriet conrt’s dismissal rulings, including the ruling dismissing the Company as a defendant. The Company intends to continue 10
vigorously defend this claim.

In October 2007, the Company was contacted by the Attorney General’s Office for the State of Nevada. The Anomey General’s Office informed the
Company (hat it was conducting a ¢ivil and criminal investigation of the Company’s operations in Nevada and that the investigation rclated to the billing of
pharmaceuticals, incloding EPO. In February 2008, the Attorney General’s Office informed the Company that the ¢ivil and criminal investigation has been
discontinued. The Atiomey General's Office forther advised the Company that Nevada Medicaid intends to conduct audits of end stage renal disease (ESRD)
dialysis providers in Nevada, including the Company, and that such audits will relate 1o 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 andit findings coutd result in a substantial repayment by the
Company.

In August 2005, Blue Cross/Blue Shield of Louisiana filed a complaint in the United States District Count for the Western District of Louisiana against
Gambro AB, DVA Renal Healthcare (formerly known as Gambro Healthcare) and related entittes. 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 eare poods and services from on or about January 1991 through at least December 2004,
The complaint alleged, amaong 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. 1n March 2006, the case was dismissed and the plaintiff was compelled to seck arbitration 1o
resolve the matter. In Novembet 2006, the plaintifl filed a 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 cutcome of this maiter or the potential range of damages, if any.

In 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 acute services program, The complaint, which is styled as a class action, alleges, among other things, that DVA Renal Hesltheare failed to provide
avertime wages, defined rest periods and meel periods, or compensation in tieu of sueh provisions and failed to comply with certain other California labor code
requirements. The Company intends to vigorously defend against these claims. The Company also intends to vigerously oppose the certification of this matter as
a class action. At this time, the Company cannot predict the ultimate outcomc of this matier or the potential range of damages, if any.

in addition to the foregoing, the Company is subject to elaims and suits, including from time to time, contractual disputes and professional and general
ligbility claims, as well as audits and investigations by various government entities, in the ordinary course of business. The Company believes that the ultimaie
resolution of any such pending proceedings, whether the undexlying claims are covered by insurance or not, will not have 4 material adverse effcct on its
financial condition, resuits of operations or cash flows.

17. DaVita Inc. stock-bascd compensation and sbarcholders’ equity
Stock-based compensation

Stock-based compensation recognized 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 gencrally issued from shares held in treasury.
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Stock-based compensation plans and agreements

On May 29, 2007, the Company’s stockholders approved an amendment and reslatement of the Compamy’s Employee Stock Purchase Plan to increase the
number of shares of common siock available for issuance undcr that plan by 800,001 shares, and approved an amendment and restatement of the Company’s
2002 Equity Comipensation Plan to increase the number of shares of common stock available for issuance under thet plan by 6,000,000 shares and, among other
things, to remove certain 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 limit applics only to awards of stock eptions and stock
appreciation rights, and to provide additional exceptions from the three year minimum vesting period generally applicable to grants of resuricted stock units and
other full share awards. '

The Company’s sinck-bascd compensation plans and agrecments are described below.

2002 Plan, ‘The DaVita Tne. 2002 Equity Compensation Pian (the 2002 Flan) is the Compaiy’s 6mnibus equity campencatfor phia and provides for
grants of stock-bascd awards to employees, directors and other individuals providing services to the Company, except that incentive stock options may only be
awarded to employees. The 2002 Plan mandates a maximum award 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 available undcr the 2002 Plan at a rate af 3.0:1, The Company’s nongualified stock options, stock appreciation rights and stock uniis awarded under the
2002 Plan generally vest over 48 to 60 months from the date of grant, At December 31, 2009, there were 13,3 16,104 stock options and stock-setiled stock
appreciation rights and 69,696 stock units outstanding and 4,041,592 shares available for furure grants under the 2002 Plan,

Predecessor plans. Various prior stock-based compensation plans were tcrminated upon sharcholder approval of the 2002 Plan in 2002, and the 1999
Non-Exccutive Officer and Non-Director Equity Compensation Plan (the 1999 Plan) expired in 2009, both except with sespect to option awards then outstanding.
Stock options granted under these terminated plans were gencrally issued with excrcise 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 ta 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 umit agreements. During 2001 through 2003, the Company made nonqualificd stock unit awards to members of the Board of Directors
and certain key executive officers under stand-alone coniractual deferred stock unit agreements. These awards vested over one to four years and were settled in
stock when they vested or at a later date at the election of the rceipient. The Jast 63,636 shares subject 1o these agrecments were issucd to their recipients in 2008,
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A combined summary of the status of awards under these stock-based compensation plans and agreemenls, including base shares for stock appreciation
rights and shares subject to stock option and stock unit awards, is as follows:

Year ended December 31, 2009

Stack aptions and stock appreciation righta Stock nnit
Weighted Weighted ‘Weighted
average avernge AVErage
exercise remaining remaining
Awnrds price contractual life Awards conirachoal life
Outstanding at beginning of year 12,739,134 $ 4775 104,085
Granted 4,211,840 46.97 48,135
Exercised (2,621,042) 37.31 (73,801)
Forfeited 993.744 __ 4974 ___(8.723)
Ouistanding at end of period 13,336,188 $ 4941 3.0 69,696 4.1
Awards exercisable at end of period 4,473,520 $ 5093 20 8.810 48
Weighted-average fair value of awards granied
during 2009 $ 12.08 $ 54.31
Weighted-average fair value of awards granted
during 2008 $ 11.04 $ 51.13
Weighted-average fair valuc of awards granted
during 2007 $ 13.89 5 54.69
Weighted Weighted
average nverage
Awards exercise Awards exercise
Runge of exercise prices autstanding price exercisable price
$0.00-% 0.00 69,656 % — 8,810 $ —
$30.01-540.00 - 250 32.20 250 32.20
$40.01-%$50.00 7,324,263 46.52 1,844,556 47.94
$50.01-%$60.00 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 $ 50.83

For the years ended December 31, 2009, 2008, and 2007, the aggregate intrinsic volue of stock awards exercised was $46,896, $35,957 and $86,283,
respectively. At December 31,2009, the aggregate intrinsic value of stock awards outstanding was $128,668 and the aggregate intrinsic valuc exercisable was
$35,533.

Estimated fair value of stock-based compensaiion awards

The Company has estimated the grant-date fair value of stock option and stock-settied stock appreciation rights awards using the Black-Sehales-Merton
valuation model and stock unit awards ot intrinsic value on the date of grant. The following assumptions were used in cstimating these valucs and determining
the total stock-based eompensation strbutabic to the current period:

Expected term of the awards:  The expected term of awards granted represents the period of time that they are eapected 10 remain outstanding from the
date of grant. The Company determincs the expected term of ils
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stock awards based on its historical experience with similar awards, considering the Company’s historical exercise and post-vesting termination patierns, and the
terms expected by pecr companies in near industrics.

Expected volatifity:  Expected volatility represents the volatility anticipated over the expected term of the award. The Company determines Lhe expected
volatility for its awards besed on the volatility of the price of ils common stock over the most recent retrospective period commensurate with the expected term of
the award, considering the volatility expectations implied by the market price of ils exchange-traded options and the volatilities cxpected by peer companies in
near industries.

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 bases the expected risk-free interest rate on the implicd yield currently available on stripped interest coupons of
U.S. Treasury issues with 0 remaining tenm equivalent to the expected term of the award,

A summary of the weighted average valvation inputs described above used for estimating Lhe grant-date fair value of stock options and stock-setlled stock
appreciation rights granted in the periods indicated is as follows:

Year ended December 31,
2009 1008 2007
Expected term 3.5 years 3.4 ycars 3.7 years
Expected volatility 32% 27% 25%
Expected dividend yield 0.0% 0.0% 0.0%
Risk-frec interest rate 1.8% 24% 4.4%

The Company estimates expected forfeitures based upon historical experience with separate groups of cmblnyccs that have exhibited similar forfeiture
behavior in the past. Stock-based compensation expense is recorded only for awards that are cxpected to vest.

Employee stock purchase plan

The Employee Stock Purchasc Plan entitles qualifying employees to purchase up to $25 of the Company’s common stock during cach calendar year. The
amounts used to purchase stock are accumulated through payroll withholdings or through optional lump sum payments made in advance of the first day of the
purchase right period. This compensatory plan allows employces to purchase stock for Lhe Jesser 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 last day of the purchase right period. Purchase right periods begin on January 1 and July i, and end on
Dccember 31. Payroll withholdings and lumnp-sum payments related (o the plan, included in accrued compensation and benefils that were used to purchase the
Company’s commeon stock were 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 issued 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 employees’ purchase rights was cstimated as of the beginning dates of the purchase right periods using the Black-Scholes-Merton
valuation mode] with the following weighted average assumptions for purchase right periods in 2009, 2008 and 2007, respectively: expected volatility of 34%,
24% and 23%; risk-frec interest 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 compensation expense and proceeds
For the years ended December 31, 2009, 2008 and 2007, the Company recognized 544,422, $41,235 and $34,149, respectively, in stock-based
compensation expense for stock options, stock settled stock appreciation rights, stock units and discounted employee stock ptan purchases, which is primarily
included in general and administrative expenses. The estimated tax benchits recorded for this stock-based compensatior: 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 estimated unrecognized compensation cost related to nonvested
stock-based compensation arrangements under the Company’s equity compensation and stock purchase plans. The Company expects to recognize this cost over a
weighted average remaining period of 1.4 years.

During the years ended December 31, 2009, 2008 and 2007, the Company reccived $63,653, $35,606 and $54,697 in cash proceeds from stock option
exercises and $18,241, $13,988 and $32,788 in tota) actual tax benefits upon the exercise of stock awards, respectively.

Stock repurchases )

During 2009 and 2008, the Company repurchased a total of 2,902,619 and 4,788 881shares of its cormmon stock for $153,495 and $232,715, or an averape
price of $52.88 and $48.59 per share respectively, pursuant to previously announced authorizations by the Board of Directors. On Novemnber 3, 2009, the
Company announced that its Board of Directors authorized an increase of an additional §500,000 of share repurchascs of its common stock. As a result of these
transactions the total oulstanding 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 a sharcholder rights plan on November 14, 2002. This plan is designed to assure that DaVita’s sharcholders
receive fair 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 payabie on December 10, 2002 to holders of record of DaVila common stack on November 29, 2002. This rights distribution was not taxable to
DaVita shareholders. 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 attach to each newly issued o reissued share of common stock. These rights will become excrecisable if
& person 0T Group acquires, oF announces a tender ofler for, 15% or more of DaVita’s outstanding common stock. The Iriggering person’s stock purchase rights
wilt become void at that time and will not become exercisable.

Each right initially entiles its holder 1o purchase onc share of common stock from the Company &t a price of $125.00. I the rights become exercisable,
and subject to adjustment for authorized shares available, each purchase right will then entitle ils holder to purchase $125.00 of common stock at a price per
share equal to 50% of the average 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 comhbination wransaction after the rights become excrcisable, provisions will.be made to allow the holder of each right to
purchase $125.00 of common stock from the acquiring company at a price equal to 50% of the average daily closing price of that company’s comman stock for
the immediately preceding 30 consecutive trading days.
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The Board of Direciors may elect to redeem Lhe rights at $0.01 per purchase right at any time prior to, or exchange common stock for the rights at an
exchange ratio of ohe share per right at any time after, a 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 appropriate upon the occurrence of
certain events, including any stock split, stock dividend or similar transaction. These purchasc rights will expire no later than November 14, 2012,

Charter documenis & Delaware law

The Company's charter documents include provisions Lhat may deter hostile takeovers, delay or prevent ehanges of control or changes in management, or
limit the ability of stockholders to approve transactions that they may otherwise determinc to be in their best interests. These include provisions prohibiting
stockholders from acting by written consent, requiring 90 days advance notice of stockholder proposals or nominations to the Board of Directors and granting the
Boatd of Directors the authority to issue up to five million shares of preferred stock and to determine the rights and prefcrences of the preferred stock without the
need for further stockhofder approval.

The Company is also subject 1o Section 203 of Lhe Delaware General Corporation Law that, subject to exceptions, would prohibit the Company from
engaging in any business combinations with any interested stockholder, as defined in that section, for o period of three years following Lhe date on which that
stockholder became an interesied stockholder, These restrictions may discourage, delay or prevent a change in the control of the Company.

Changes in DaVita Inc. s ownership interest in conselidated subsidiaries
The effects of changes in DaVita Inc.’s ownership interest on the Company’s equity are as follows:

Year cnded
December 31, 2009
et income attributable to DaVita Inc.. I ST e TR 422,684
Decreasc in paid-in capital for sales of noncontrolling interest in eleven joint ventures, respectively (529)
[Decrease in paid-in capital for the purchase of a nonconirolling interest in six joint ventures, respectively B N S N30
Net transfer from noncontrolling interesis {4,250)
Cbange from net income atiributable to DaVita inc. and transfers {10) from noncontrolling interests ] ] TR Y 18,434 ]

During 2009, the Company contributed cash and assets in two centers Lhat were previously wholly-owned in exchange for an equity investment of 40% in
a newly formed joint veniure valued at $3,600. The Company recognized a pre-tax loss of $1,928 and dcconsolidated these centers as a result of the Lransaction,
In 2009, the Company also sold its conwrolling financial interest in one entity that contained one center which was previously wholly-owned to an existing joint
venture 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 also required to contribute $1,000 1o 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 losses for both wansactions
were recorded in patient care cosis in the consolidated statement of income.
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18. Other 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 inte net income

Met swap activity

Unrealized gains on investments
Less reclassification of pet investment realized geins into net income

Met investment activity
Tonal

Unrealized losses on interest rule swaps
Less reclassification of net swap realized fosses into net income

Net swap activity

Unrealized losses on invesiments
Less reclassification of net invesiment 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 pet invesiment realized gains into net income

Met investment activity
Tota)

Souroe:' DAVITA INC, 10-K. February 25, 2010
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107
Before tax Tax {expense) Net-of-tax
amount benefit amopunt
5 (11,733) $ 4,564 5 (7,169)
{14,498) 5,640 (8,858)
(26,231) 10,204 (16,027)
6,892 (2,681) 4211
{6,042) 2.350 (3,692)
350 (331) 519
$§ (25381) 5 9,873 $ (15,508)
1008
Refore tax Tax {expense) Net-of-tnx
amoonot benefit amount
5 (21,190} b3 8,243 § (12947
4239 {1,649) 2,550
(16,951) 6,594 (10,357}
(1,922) 748 (1,174)
{486) 189 {297)
(2,408) 937 (1,471)
$ (19,359) $ 7,531 5 (11,828)
2009
Before tax Tax {(expense) Net-of-tax
Amount benefit smount
5 (4.220) 3 1,642 $ (2578
17,253 (6,711) 10,542
13,033 (5,069) 7,964
1,614 (628) 986
(261) 102 (159)
1,353 {526} 327
§ 14386 5 (5,595) 5 8,791
PowRred Ly M b Maserasnt HaconehEN
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Changes in accumulated other comprehensive income (loss) has been as follows:

Accumulated
other
Tuterest rute Investment comprehensive
swaps securities Income
Balance December 31, 2007 {3,030) 519 (2,51)
Nct activity (10,357) {1.471) (11,828)
Balancc December 31, 2008 5 (13,387 $ (952) b (14,339
Net activity 7,964 827 8,791
Balance December 31, 2009 $ (5,423) 5 (125) b (5,548)

19. Acquisitions and divestitures
Acquisitions

All business combinations consummated after January 1, 2009, are required 1o he 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 interests in the ecquiree at their fair values at the acquisition date. Noncontractual contingencies are recognized at the acquisition date at their fair
values only if it is more likely than not that they mect the definition of an asset or a liability. Transaction costs are cxcluded from the acquisition cosl and are
cxpensed as incurred. Any contingent censideration included by the acquirer us part of the purchase price must also be mensurcd at fair value at the acquisition
date and is classified as either equity 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 interesls at the acquisition date. The adoption of these requirements did not have a material impact
on the Company's consolidated financial slatements.

The total acquisition amounts werc as follows:

Year ended December 31,
. 2009 1008 2007
Cash paid, net of cash acquired $ B7,617 § 101,959 § 127,094
Deferred purchasc price and other acquisition obligations ' 338 2,286 1,195
Aggregate purchase cost § B7,955 5 104245 5 128289
Number of chronic dialysis centers acquired 19 20 16

During 2009, 2008, and 2007, the Company acquired 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 additional ownership interests in several existing
majority-owned joint ventures for $6,359. In 2008, the Company also acquired an 80% ownership interest in one vascular access clinic for $11,22] and in
addition, purchased additional ownership interests in several existing majority-owned joint ventures for $24,409. In 2007, the Company also acquired an 85%
ownership interest in HomeChoice Partners for $70,506 in cash and deferred purchase price obligations. HCP provides infusion therapy services to patients with
acule or chronic conditions that can be eated at home or at an ambulatory infusion site. The assets and liabilities [or all acquisitions were recorded at their
estimated fair values at the dates of the acquisitions and are included in the Company's financial stalements and operating results from the designated effective
dates of the acquisitions.
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The initial purchase cost allocations Tor acquircd businesses are recorded at fair vahues based upon the best information available to management and are
finalized when idcntified pre-acquisition comingencies have been resolved and other information amanged to be obtained has been received, but in ne 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 nggregate purchase cost allocations for dialysis and other related businesses were as follows:

Year ended Deccmber 31,

2009 208 2007
Tangible assets, principally leasehold improvements and equipment £ 11,140 $ 7912 $ 20,085
Amortizable intangible asscts 6,703 9,988 12,271
Goodwill 78,199 89,234 105,609
Noncontrolling interest, net purchased (assumed) {7,567) (2,730) (7.987)
Liabilities assumed (320) {217 {1,689}

Aggregate purchase cost 5 87,955 $ 104,245 $ 128,289

Amortizable intangibte assets acquired during 2009, 2008 and 2007 had weighted-average estimated useful lives of seven, nine and eight years,
respectively. The total amount of goodwill deductible for tax purposes associated with these acquisitions for 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 es if all acquisitions in 2009 and 2008 had becn consummated
as ol the beginning of 2008, after including the impact of certain adjustments such as amortization of intangibles, interest expense on acquisition financing and
income lax effects.

Yenr ended December 31,
1005 2008
(ungudited)

Pro forma net revenues $ 6,141,217 $ 5761318
Pro forma nct income attributable to DaVita Inc. 424,493 379,132
Pro forma income from cantinuing operations attributable to DaVita Inc. 424,49} 379,132
Pro forma basic net income pet share attributable to DaVita Inc. 4,10 3.6]
Pro forma diluted net income per share attributable to DaVita Inc. 4.08 358

20. Variable interest entities

Effcctive For the Company’s first annual reporting period that begins afier November 15, 2009, the FASB is climinating (he quantitative approach
previously requited for determining the primary beneficiary of a variable interest entity, and requiting additional disclosures 2bout an enterprise’s involvement in
variable interest entitics. An enterprise witl be required to perform an analysis to detenmine whether the enferprise’s variable interest or interests give it a
controlling financial interest in a variable interest entity by having both Lhe power to ditect the activities of a variable interest entity that most significanily impact
the entity’s economic performance and the obligation to absorb losses of the entity, or the right to receive benefits from the entity. In addititon, the FASB is
establishing new guidance for determining whether an entity is a variable inicrest entity, requiring an ongoing
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reasscssment of whether an enferprise is the primary beneficiary of a variable interest entity, and adding an additional reconsideration event for determining
whether an entity is a varjable interest entity when any changes in facts and circumstances occur such that the holders of the equity investment at risk, as a group,
lose the power from voting rights or simitar rights concerning those invesiments to direct the activitics of the entity that most significantly impact the entity’s
economic performance. The Company is currently in the process of assessing the expected impact of this standard on its consolidated financial statements.

In December 2008, the FASE required public entities to provide additional disclosures about transfers of financial assets and required public enterprises to
provide additional disclosures about their involvement in variable interest entities and certain special purpose entities. Because these requirements impact
disclosures and not the accounting treatment for transfers of financial assets and interests in variable intercst entities, these requirements did not impact the
Company's consolidated financial condition or results of operations.

The Company is decemed to 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 1o their equity capital to financc operations. These
include dialysis operating entities in New York and other states and physician practice management entities 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 nominec owners which indemnify them from the economic losses, and entitle the
Company to the economic benelits, that may result from ownership of such VIEs. DaVita manages these VIE subsidiaries 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 V1Es were approximately $21,000 and their ijabilities to unrelated third partics 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
each of these plans. The assets of these plans are recorded in shori-lerm or long-term investments with matching offsetting liabilities in accrued compensation
and benefits and other long-term liabilities. See Note 9 to the consolidated financial statements for disclosures on the assets of these consolidated non-qualified
deferred compensation plans.

21, Coneentrations

Apptoximately 65% of the Company’s total dialysis and related Jab services revenues in 2009, 65% in 2008 and 64% in 2007 arc from govemmeni-based
programs, principally Medicare and Medicaid. Accounts receivable, and othier rcceivables, from Medicare and Medicaid-assigned plans were approximately
$467,900 and $467,400, respectively as of December 31, 2009 and 2008, No other single payor accounied 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 net operating revenues. Although the Company currenily receives discounted prices for EPO, the supplier has unilateral pricing discretion and in the future the
Company may not be able to achieve the same cost levels historically obtained.
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22. Noncontrolling interests subject to put provisions and other commitments
_ Noncontrolling interesis subject to put provisions

The Company has potential obligations to purchase the interests held by third parlics in several of its joint venmres and non-wholly-owned subsidiaries,
These obligations are in the form of put provisions and are exercisable at the third-party owners' discretion within specified periods as outlined in cach specific
put provision. If these put provisions were exercised, the Company would be required io purchase the third-party owners’ noncontrolling interests at either the
appraised fair market value or a predetermined multiple of eamings or cash flow attributable 1o the noncontrolling interests put to the Company, which is
intended to approximate fair value. The methodology the Company uses to estimate the fair values of the noncontrolling interests subject to put provisions
assumes either the higher of 2 liquidation value of net assets or an average multiple of eamings, based on historicel cemings, patient mix and other performance
indicators, us well as other factors. The estimated fair values of the noncontrolling interests subject to put provisions can fluctuate and the implicit multiple of
eamings al which these noncontrolling interest obligations may be setiled 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 interests. The amounts of noncontrolling interests subject to put
provisions that contractually employ a predetermined multiple of eamings rather than fair value are immaterial.

Additionally, the Company has certain other potential commimments to provide operating capital to several dialysis centers that arc wholly-owned by third
parties or centers in which the Company owns an cquity invesiment as well as to physician-owned vascular access clinics that the Company operates under
menagement 2nd administrative service agreements of approximately 37,200,

Cerain consolidated joint ventures are contractually scheduled 1o dissolve aficr terms ranging from ten to fifty years. Accordingly, the noncontrolling
interests in these joint ventures are considered mandatorily redeemable instruments, for which the classification and measurement requirements es defined by
FASB have been indefinitely deferred. Future distributions upon dissolution of thess entities wovld be valued below the related noncontrolling interest carrying
balances in the consolidated balance sheet.

Other commitments

In conjunction with the acquisition of DVA Renal Healtheare, Inc., formerly known as Gambro Healtheare, Inc., which occwred in October 2005, the
Company entered into an Alliance and Product Supply Agreement {the Product Supply Agreement) with Gambro AB and Gambro Renal Products, Inc (Gambro
Renal Products). The Product Supply Agreement has an initial term of seven years and will automatically renew for three additional one-year periods if the
Company has not ncgotiated the terms of an extension during the initial term. Because the Product Supply Agreement results in higher cosis for most of the
products covered by the Product Suppty Agreement than would otherwise be available to the Company, the Product Supply Agreement represented an intangible
liability initially valued st $162,100 us of the acquisition date. :

The Product Supply Agreement committed the Company to purchase a significant majority of its hemodialysis products, supplies and cquipment at fixed -
prices through 2015. 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, the Company terminated its obligation 1o purchase certain dialysis machines under the Amended
Product Supply Agreement. As u result of this termination the Company tecorded a net valuation gain of $55,275 in 2007. This valuation gain represents the
difference in the amortized original fair value of the Amended Product Supply Agreement and that of the Amended Product
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Supply Agreement os adjusted for the termination of the obligation 1o purchase certain dialysis machines as of June 30, 2007. We continue to be subject to the
Product Supply Agreement’s requiremeits to purchase a significant majority 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 $90,696 of hemedialysis product supplies from Gambro Renal Products,
representing 2% of the Company’s total operating costs, for all ycars presented.

The centers acquited from Gambro Healtheare were subject to a five-year Corporate Integrity Agreement in connection with its December 2004 settlement
with the U.S. Government that imposcd significant specific compliance operating and reporting requirements, and requires an annual audit by an independent
reporting organization. The corporate integrity agreement expired on November 30, 2009. The Cempany submitted its final annual report to the Office of the
Inspector General, U.S. Department of Health and Human Services on January 14, 2010. On February 16, 2010, the Company was informed by the OIG that it
has reccived the Company’s final annual report and determined that DVA Renal Healtheare, a wholly-owned subsidiary of the Company, complied with the
terms of Lthe corporate integrity agreement during the final reporting period and that the Fifth Annual Report is complete. The five year e 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 Fresenius which commitied the Company to purchase a certain amount of dialysis
equipment, parts and supplies from them through 2013.

Other than operating lcases, disclosed in Note 14 to the consolidated financial statements, and the letiers of credit and the interest rate swap agrecments,
disclosed in Note 13 to the consolidated financial statements, or as described sbove the Company has no off balance sheet financing arrangements as of
December 31, 2009.

23. Fnir values of financial instruments

Effective January 1, 2008, the FASB establishcd a framework for measuring asscts and liabilities at fair value and also required additional disclosures
about fair value measurements_ These requirements applied to assets and liabilities that are carried at fair valuc on a recurring basis. Effective January 1, 2009 the
FASB issued additional requirements relating to nonfinancial assets and liabilities that are not recognized or disclosed at fair value in the financial statemens on
a recurring basis at least annually. The adoption of these requirements relating to nonfinancial 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 liabilitics measured at fair value on a recurring basis as of December 31, 2009

Quoted prices in Significant
active markens for Significant nther unobservable
Identical assety observable inputs inputs
Total {Level 1) {Level 2) (Level 3)
Assets
Available for sale securities § BBl $ 8816 3 — $ —
Liabilities :
Interest rate swap agreements $ 10,792 b3 — 5 10,792 $ —
Temporary equity
Noncontrolling interests subject to put provisions $ 331,725 5 — 5 — $ 331,725
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The available for salc sccurities represent investments in various open-ended registered investment companies, or mutual funds, and are recorded at fair
value based upon the quoted market prices as reported by each mutual fund. Sce Note 9 to the consoliduted financial statements for further discussion.

The interest rate swap agreements are recorded at fair value based upon valuation models and a varicty of techniques as reported by various broker dealers
that are based wpon relevant observable markel inputs such as current interest rates, forward yield curves, and other credit and liquidity market conditions. The
Company does not believe the ultimate amount that could be realized upon seftiement of these interest rate swap agreements would be materially different than
the fair values currently reporied. See Note 13 to the consolidated financial statements for further discussion.

See Note 22 to the consolidated financial statcments for a discussion of the Company’s methodology for estimating the fair value of noncontrolling
intcrests subject to put obligations.

Effective January 1, 2008, the FASB allowed companies the altemative 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 earnings
causcd by measuring related assels and liabilities differcnlly and established presemation and disclosure requirements designed to facilitate comparisons betwcen
companies that choose different measurement atiributes for similar types of assels and liabilitics. The Company did not elect to measure certain assels and
liabilities at fair value on an insttument-by-instrament basis.

Other financial instruments consist primarily of cash, accounts reccivable, notes receivable, accounts payable, other accrued 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 (he short-term nature of their settlements. Borrowings under (he Company’s Senior Secured Credit Facilities totaled $1,859,000 as of December 31,
2009, and the fair value was $1,817,173 based upon quoted market prices. The fair value of the Company’s senior and senjor 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. Segmenl reporting

The Company operates principally as a dialysis and related lab services business but also operates other ancillary services and strategic initatives, These
ancillary scrvices and strategic initiatives consist primarily of pharmacy services, infusion therapy services, disease management services, vascular access
services, ESRD clinical research programs and physician services. For internal management reporting the dialysis and related lab services business and each of
the ancillary services and sirategic initiatives 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 chief operating decision maker is its Chiel Executive Officer. The dialysis and related lab services business qualifics as a separately reportable
scgment and all of the other ancillary scrvices and strategic initiatives operating segments have been combined and disclosed in the other scgments category.

The Company’s operating segment financizl information is prepared on an internal management reporting basis that the Chief Executive Officer uses to
allocate resources and analyze the performance of the operating segments, For internal management reporting, segment operations include direct segment
opcrating expenses with the exception of stock-based compensation expense and equity investment income.
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The following is 8 summary of segment revenues, scgment operating margin {foss), and a reconciliation of segtnent margin to income before income taxes:

Yeart ended December 3M,
2009 7008(2) 2007(2)
Segmenl revenves:
Dialysis and rclated 1ab services(1) $ 5,791,698 $ 5415363 § 5,130,i81
Other—Ancillary services and strategic initiatives 317,102 244,810 133,970
Consolidated revenues $ 6,108,800 $§ 5,660,173 $ 5264,151
Sepment operating margin {loss):
Dialysis and related lab services $ 999961 § 93539] $ 990,049
Other—Ancillary services and strategic initiatives (17,710) (29,856) (48,206)
Total segment margin 982,251 909,535 941,843
Reconciliation of segment margin to income before income taxes:
Stock-based compensation (44,422) (41,23%5) (34,149)
Equity investmeni income 2,442 796 1217
Consolidated operating income 940,27 869,096 908,911
Debt expense (185,755) {224,716) (257,147)
Other income 3,708 12,411 22,460
Consolidated income I?efon: income taxes $ 758224 § 656,791 $ 674224

(1) Includes management fees for providing management and administrative services to dialysis centers in which the Company either owns an equity

investment or are wholly-owned by third parties.

(2)  Certain costs previously reported in the Aneillary Services and Strategic Initiatives have been reclassified to the dialysis and related lab services to

conform to the current year presentation.

Depreciation and amortization expense for the dialysis and relnted lab services for 2009, 2008 and 2007 were $221,907, $210,143 and $18%,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 assels
Dialysis and related lab services § 7,314,235 $ 7,031,550
Other—Ancillary scrvices 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 retated tab 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 2008 2007
Cash paid:
Income taxes § 161,671 % 163,147 § 205955
Interest 186,280 222,558 245325
Non-cash investing and financing activities;
Fixed assets acquired under capital lease obligations — _ 2,769
Liabilities assumed in conjunction with common stock acquisitions - — 1,653
Assels exchanged for equity invesmmenis 2618 — —
Assets received for additional noncontrolling inierests 51 — —_
26. Selected quarterly financial data (unandited)
2009 2008
December 31 September 30 June 30 March 31 December 31 September 30 June 30 March 31
Nct operating revenues s 1,568,204 % 1573915 § 1519041 & 1447640 3 1,461,010 § 1,447,135 § 1407304 5§ 1,344724
Opcraling income 238,712 245,001 235,954 220,504 223,109 221,772 218,434 205,781
Income before income
taxes " 194,563 200,465 190,139 173,057 169,364 169,748 166,101 151,578
Nct income attributable to
DaVita Inc. 109,724 110,930 105,819 96,211 98,365 93,310 94,951 86,934
Basic carnings per share
atiributable to DaVita
Inc. 1.07 1.07 1.02 0.93 0.95 0.90 0.91 0.81
Diluted earnings per share
attributable to DaVita
Inc. 5 1.06 § 106 § 1.02 § 052 $ 094 % 089 § 090 § 0.80

27. Condensed 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 legal
cntities included in the Company’s consolidated financial statemems are fully interdependent and integrated. Revenues and operaling expensces of the separale
legal entities include intercompany cherges for management and other services. The senior notes and the senior subordinated notes were issued by the Company
and are guarantced by substantially all of its direct and indirect wholly-owned subsidiaries. Each of the guarantor subsidiaries has guaranteed the notes on a joint
and several, ful) and unconditional basis, Non-wholly-owned subsidiaries, joint ventures, partnerships and third parties arc not guarantors of these obligations.
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Coundensed Consolidating Statements of Income

Non-
Guarantor Guaranior Consolidating Consolidated
DaVita Inc. Subsidiaries Subsidiaries Adjushments Total
For the year ended December 31, 2009
Net operating revenues b3 401,058 $ 5100716 £ 1032676 % (425,650) % 6,108,800
Operating expenses 246,578 4,484,083 863,518 (425,650) 5,168,529
QOpermating income 154,480 616,633 169,158 — 940,271
Debt (expense) (188,10%) (179,294) (1,304) 182,952 {185,755)
Other income, net 186,189 — 471 (182,952} 1,708
Income tax expense 60,414 212,571 5,480 — 278,465
Equity eamnings in subsidiaries 330,538 103,430 — (433,968) —
Net income 422,684 328,198 162,845 (433,568) 479,75%
Less: Net income attributable to noncontrolling interests — — — (57,075) (57.075)
Net income attributable to DaVita Inc. $ 422,684 $ 328,198 ) 162,845 $ (491,043) § 422,684
For the year ended December 31, 2008 .
Net operating revenucs $ 363,112 $ 4,808,324 s 881,810 §$ (393,073) $ 5,660,173
Opcrating cxpenses 228,729 4,208,769 746,652 (393,073) 4,791,077
Operating income 134,383 599,555 135,158 - — 869,096
Debt (expense) (227,535) (189,506 (2,520) 194,845 (224,716)
QOther income, net 206,527 — 729 {194.845) 12,411
Income tax expense 43,763 188,888 2.820 — 23547
Equity earnings in subsidiarics 304,548 81,459 — (386,007} —
Net income 374,160 302,620 130,547 (386,007) 421,320
Less; Net income attributable to noncontroiling interests — ) — — (47,160) {47,160)
Net income attributable to DaVita Inc. b3 374,160 ) 302,620 $ 130,547 $ (433,167) § 374,160
For the year ended Idecember 31, 2007
Net operating revenues 5 365,728 $ 4534153 s 754,163 b (389,893) § 5,264,151
Qperating expenses 208,042 3.915.932 617,159 (389,893) 4355240
Cpcrating income 157,686 614,221 137,004 — 908,911
Debt (cxpense) {259,745) (256,050} (4,002) 262,650 (257,147)
Other income, net 284,038 — 1,072 (262,650} 22,460
Income tax expense (benefit) 70,972 175,651 (1,082) ’ — 245,581
Equity eamings in subsidiaries 270,771 87,185 — (357.956) —
Net income 381,778 269,665 135,156 (357,956) 428,643
Less: Net income attributable to noncontrolling interests — — — (46,865) (46,865}
Net income attribatable to DaVita Inc. b3 381,778 5 269,665 5 135,156 5 (404,821) 8 381,778
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Condensed Consolidating Balance Sheets

Non-
Guarantar Guarantor Consolidating Consolidated
DaVita Inc. Subsidiaries Sohsidiaries Adjustmenty Total

As of December 31, 2009
Cash and cash equivalents 5 534,550 § — % 4909 § — 5 539,459
Accounts receivable, net — 061,946 143,957 —_ 1,105,503
Other current assets . 15,619 587,086 44 454 — 657,159

Tolal current assets ] 550,16% 1,559,032 193,320 — 2,302,521
Property and equipment, net 11,232 900,969 192,724 — 1,104,925
Amortizable intangible assets, nct 30,212 101,931 4,589 _ 136,732
Investments in subsidiaries 5,130,035 509,733 _ (5,635,768) —
Receivables from subsidiaries 293,062 — 138,482 (431,544} —
Other long-term assels and investments 7,700 19,528 35,634 —_ 62,862
Goodwill — 3,622,885 328311 — 3,851,186

Total assets $ 6022410 § 6714078 5 893,060 $ (6,071,312) § 7,558,236
Current liabilities h) 170,061 § 781,870 % 95,010 $ — b 1,046,941
Payablcs to parent — 418,529 13,015 (431,544) —
Long-ferm debt and other long-term liabilities 3,507,753 458,778 18,879 — 3,985411
Noncontrolling interests subject to put provisions 209,530 —_ — 122,195 331,725
Total DaVita Inc. shareholders’ equity 2,135,066 5,054,900 524,868 (5,639,768) 2,135,066
Noncontrolling intcrest not subject to put provisions — — 181,288 {122,195) 59,093
Total equity 2,135,066 5,054,500 766,156 (5,761,963) 2,194,159

Total labitities and equity $ 6022410 $ 6714078 5 893,060 § 6,071,312y $ 17,558,236
As of December 31, 2008
Cash and cash equivalents 5 397,576 § —  § 13,305 § . —_ b 410,881
Accounts receivable, net — 933,906 141,551 — 1,075,457
Other current asscis 22,112 573,070 46,776 . — 641,958

Total current assets 419,688 1,506,976 201,632 — 2,128,256
Property and cquipment, net 15,175 864,725 168,175 — 1,048,075
Amortizable intangible assels, net 39,990 114,237 6,294 — 160,521
Investments in subsidiaries 4,866,399 464,377 —_ (5,330,776) —_
Reccivables from subsidiaries 320,338 — 90,754 (411,092) —
Other long-term assets and investments 13,320 14,815 44,125 —_ 72,260
Goodwill — 3,571,669 305,262 — 3,876,931

Total assels $ 5674910 § 6536799 § B816,242 § {5,741,868) § 7,286,083
Current liabilities 5 106,370 § 990,024 $ 66,669 § —_ $ 1,163,063
Payables to parent —— 386,460 24,632 {411,092) —
Long-term debt and other long-term liabilities 3,616,082 368,774 19,868 — 4,004,724
Noncontrolling interests subjcet to put provisions 184,711 — — 106,686 291,397
Total DaVita Inc. sharcholders’ equity 1,767,747 4,791,541 539,235 (5,330,776) 1,767,747
Noncontrolking intcrest not subject to put provisions — — 165,838 (106,686) 59,152
Total equity 1,767,747 4,791,541 705,073 (5,437,462) 1,826,899

Total liabilitics and equity $ 5674910 § 6536799 3 816242 § (5,741,868) 5 7,286,083
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Condensed Consolidating Stztemenis of Cash Flows

Guarantor Noo-Guarantor Consolidafing Consolidated
DaVita Inc. Subsidiaries Subsidiartes Adjustmenis Total
For the year ended December 31, 2009
Coth flows from operating activities
Net income. H 422,684 13 318,158 5 162,845 5 (433,968) 3 479,759
Changes in operating assets and liabilities and non cash items included in net
income (£15,305) {72,510} _ (59,102) 433,968 186,951
Net cash provided by operating activitics 307,379 255,588 103,743 — 666,710
Cash flows from investing activities
Additions of property end equipment {1,748) {213,046) (59,811} —_ (274,605)
Acquisilions — (87,617) — - (87,617}
Proceeds from asset sales - 7,697 —_ — 7,697
Other items 11,631 (3,166) — — 8,465
Net cash provided by {nsed in) by investing activides 9 883 (296,132) (59,811) — {346,060)
Cash flows from finencing activitics
Lang-term debt (60,619) (1.512) 809 — (61,232)
Tntercompany bommowiag, (41,032) 100,429 {59,39T) —_ —
Othe items (718,637 (38.373) 6170 - (130,840)
Net cash (used in) provided by financing activitics {180,288} 40,544 (52,328) — {192,072)
Net increase (decrense) in cash and cash equivalents 136,974 — (8,356) —_ 128,578
Cash ond cath equivalenis nt beginning of the yeor 397,576 —= 13,305 — 410,881
Cash and cash cquivalents at the end of the year 5 534,550 § — 5 4,909 £ — 5 539,459
For the yesr ended December 31, 2008
, Cash flows from operating, activitics
| Net income. 5 374,160 £ 302,620 13 130,547 s {386,007) b3 421,320
Changes in opernting assets and lishilitics and non cagh items included in net
income {514,340) 431,232 (10,318) 386,007 192,381
Net cash (used in} provided by opcrating activities {240,380) 733,852 120,229 — 613,701
Cash {lows from investing achvitics
Additions of property and equipment (2,546) (271,561) {43,855) - (317,962)
Acquisitions (439) (92,29%) (9,221) — (101,959
Proceeds from asset sales — 530 — — 530
Other items 19,281 2,371 — -— 21,652
i Net cash provided by (used in) investing activitics 16,256 (360,959) (53,076) — (397,73%)
Cash Oows fiom financing activities
J.ang-term debt (17.675) (424) 4,548 — (13,551}
Intercompany barrowing 380,763 {358,761) (22,002) _— —_
Other items (184 585) (13,708) (40,283) — {238,576)
Net cash provided by (osed in) financing activities 178,503 (372,893) (57,737 — (252,127
Net (dearease) increase in cash and cash equivaleats (45,581) —_ 9,416 —_ (36,165)
Cash and cagh equivalents at beginning of the year 443 157 — 3,839 — 447 046
Cash and cash cquivalents at the end of the year 5 397,576 £ — L 13,305 £ — 5 110,881
For the yeor ended December 31, 2007
Cash flows from operating sctivities
Net income 5 381,778 3 259,665 } 135,156 H (357,956) 5 418,643
Changes in aperating assets and lizbilitics and nom cash items inciuded in net
income (283,556) 108,334 (30,4T2) 357956 152,422
Net cnsh provided by opernting sctivitics : 98,182 378,199 104,684 — 381,065
Cash Dlows from investing echivities —
Additions of property and equipment (3,501) (220,264) (48,447) — (272,212)
Acquisitions (69,701) (57,.393) — — {127,094)
Proceeds from asset sales —_ 12,289 — ~— 12,289
Othe items (19,811} (39,515) — e (59.726)
Net cash used in investing activities (53,013) (305,263) (48,447) — (446,743}
Cash flows from financing activitcs —
Long-term debt ' (49,961) 2212 447 — (47,302)
Intercompeny borrowing 110,937 {80,664) (30,273) — _
Other items 77,582 5,536 (33,294) — 45,824
Net cash provided by (used in) financing aetivites 138,558 {72,916) (63,120) ) — 2,522
Net increase {decrease) in cash and cosh ¢quivalents 143,727 -_ (5,883) — 136,844
Cash and cash equivalents at the beginning of the year 299,430 — 10,772 310,202
Cash and cash equivalents at the end of the year 5 443,157 5 — $ 3,889 s — -3 447046
FA45
Source: DAVITAINC, 10-K. February £5, 2010 Prowearod by Mominosiar® Naromont Racas-hEN
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of 1he Sccurities Exchange Act of 1934, we have duly caused this Annual Report on Form 10-K io be
signed on our behalf by the undersigned, thereunto duly authorized, in the City of El Segundo, Siate of California, on Febrvary 25, 2010.

DAVITAINC.

By: fs/ Kenr ), THIRY

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 Kim M. Rivera, and cach of them his or her truc and fawful attorneys-in-fact and agents with full power of substitution and resubstitution, for him or her and
in his or her name, place and stead, in any and &} capicities, to sign any and all amendments to this Annual Report on Form 10-K, and 10 file the same, with all
exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents,
and each of them, full power and authority to do and perform each and every act and thing requisite or nccessary io be done in and about the premises, as fully to
all intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that said atlormeys-in-fact and agenis or any of them, or their
or his or her substituie or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securitics Exchange Act of 1934, this Annual Report on Form 10-K has been signed by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
fs/  KENT ). THIRY Chairman and Chief Executive Officer (Principal February 25, 2010
Kent J. Thiry Executive OfTicer)
/s!_RicHaRD K. WHITNEY Chicf Financial Officer February 25, 2010
Richard K. Whitney (Principal Financial Officer)
/s/  James K. HiLGER Vice President and Controller February 25, 2010
Tames X. Hilger {Principal Accounting Officer)
/s/  PaMELA M. ARWAY Director February 25, 2010
Pamela M. Arway
/s/ _CuarLes G. Berg Director . February 25, 2010
Charles G. Berg :
fs/  'WiLLaRD W. BRITTAN Director - February 25, 2010
Willard W. Brittain
/s/ PauL]. Diaz Director February 25, 2010
Paul J. Diaz
/s/ PrETER T, GRAUER Director February 25, 20010
Peter T. Grauer
/sf  JoHn M. NEHRA Director February 23, 2010
John M. Nehra
fs/ WiLLiaMm L. ROPER Director February 25, 2010
William L. Roper
/s/  RoGER J, VALIRE Direclor February 25, 2010
Roger 1. Valine
/5! Ricuard C.VAUGHAN Director February 25, 2010
Richard C. Vaughan
11-1
Source: DAVITAING, 10-¥, Feorusry 25, 2010 Powered by Mo T et flosgach™
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Sharcholders
DaVita Inc.:

Under date of February 25, 2010, we reported on the consolidated balance shecls of DaVita Inc. and subsidiaries as of December 31, 200% and 2008, and
the related consolidated statemnents of income, equity and comprehensive income, and cash flows for cach of the years in the three-year period ended
December 31, 2009, which arc included in the Annual Report on Form 10-K. In connection with our andits of the aforementioned consolidated financial
statements, we also audited the related consolidated financial statement Schedule 1I-Valuation and Qualifying Accounts included in the Annual Report on Form
10-K. This financial statement schedule is the responsibility of the Company’s management. Our respensibility is to express an opinion on this financial
stntement schedule based on our audits.

In our opinion; such financial statement schedule, when considered in relation to the basic consolidated financial statemenis taken as a whole, presents
fairly, in al) material respects, the information sct forth therein,

As discussed in Note 1 10 the consolidated financial statements, the Company adopied Financial Accounting Standards Board (FASB) Statement of
Financial Accounting Standards No. 160, Noncontrolling Interesis in Consolidated Financial Statements (included in FASB ASC Topic 810, Consolidntion), on a
prospective basis except for the presentation and disclosure requirements which were applied retrospectively for all periods presented effective January 1, 2009.

/s/ KPMGLLP

Seanle, Washington
February 25, 2010

S-1

Source: DAATA INC, 10-K, February 25, 2010 Pawered by Memningssar® Documest Reseaich™™
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DAVITA INC.
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS
Balance at Amounts Balance
beginning charged Amounts at end of
Description of year to i written off year
(in thousands)
Allowance for uncollectible accounts:
Year ended December 31, 2007 $ 171,757 5 136682 $ 112486 5 195953
Year ended December 31, 2008 -§ 195953 8§ 146229 § 130960 3 211,222
Year ended December 31, 2009 $ 211222 § 61,786 § 143691 5§ 229317
8-2 '
Source: DAVITA INC, 10-K, February 25, 2010 - Fawered by Marrinnsiar® Documeni Reseach®™
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21 Stock Purchase Agreement dated as of December 6, 2004, among Gambro AB, Gambro, Inc. and DaVita Inc.(9)
22 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, formerly known as RcnalAmerica, Inc.(12)
3.1 Amended and Restated Centificate of Incorporation of Total Renal Care Holdings, Inc., or TRCH, dated December 4, 1995.(1}
3.2 Certificate of Amendment of Centificate of Incorporation of TRCH, dated February 26, 1998.(2)
33 Centilicate of Amendment of Certificate of Incorporation of DaVita Inc. {formerly Totat Renal Care Holdings, Inc.), dated October 5, 2000.(4)
34 Certificate of Amendment of Amended and Restated Centilicate of Incorporation of DaVita Inc., as amended dated May 30, 2007.(23)
35 Amended and Restated Bylaws for DaVita Inc. dated as of March 2, 2007.(25)
4.1 Indenture for the 6 5/8% Senior Noies due 2013 dated as of March 22, 2005.(3)
4.2 Indenture for the 7 /4% Senior Subordinated Nates due 2015 dated as of March 22, 2005.(3)
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 Trustec.(11)
4.4 First Supplemental Indenture, dated October 5, 2005, by and among, DaVitz Inc., the Guarantors, the persons named as Additional Guarantors and
The Bank of New York Trust Company, N.A., as Trustee.(13)
4.5 Rights Agreement, dated as of November 14, 2002, between 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 Guaraniors, the. persons named as Additional
’ Guarantors and The Bank of New York Trust Company, N.A_, as Trustee.(22)
4.7 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)
4.8 Registration Rights Agrecment for the 6 5/8% Senior Notes due 2013 dated as of February 23, 2007.(26)
10.1 Employment Agrecment, dated as of October 19, 2009, by and between DaVita Inc. and Kim M. Rivera.»"*
10.2 Employment Agreement, dated as of June 15, 2000, by and between DaVita Inc. and Joseph C. Melio.(6)*
10.3 Second Amendment to Mr. Mello's Employment Agreement, effective December 12, 2008.(33)*
10.4 Employment Agreement, effective as of August 16, 2004, by and between DaVila Inc. and Tom Usilion.(7)*
10.5 Amendment to Mr. Usilton’s Employment Agreemeant, dated February 12, 2007 (24)*
10.6 Second Amendment to M. Usilton’s Employment Agreement, effective December 12, 2008. (32)*
10.7 Employment Agreement, cffective as of November 18, 2004, by and between DaVita Inc, and Joseph Schohl.(14)*
10.8 Amendment to Mr. Schohl’s Employment Agreement, effective December 30, 2008. (32)*
Source: DAVITA INC, 10-K, February 25, 2010 Prwarnd by Mop-mneisr® Nesimant favaarhSH
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10.9 Employment Agreement, dated as of Qctober 31, 2005, effective October 24, 2005, by and between DaVila Inc. and Dennis Kogod.(13)*
10.10 Amendment to Mr. Kogod’s Employment Agresment, effective December 12, 2008. (32)*
10.11 Employment Aprecment, effective September 22, 2005, 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 Apreement effective February 13, 2008, by and between DaVita Inc.and Richard K. Whitney.(28)*
10.14 Amendment to Equity Award Agreement, entered into on December 11, 2009, between DaVita Inc. and Richard K. Whitney. v *
10.15 Employment Agreement, effective July 25, 2008, berween DaVita Inc. and Kent J. Thiry.(29)*
10.16 Employment Agreemenl, effective Augost 1, 2008, berween DaVita Inc. and Allen Nissenson.(30)*
10.17 Employment Agreement, effective March 3, 2008, berween DaVita Inc. and David Shapiro. (e
10.18 Amendment to Mr. Shapiro’s Employment Agreement, effective December 4, 2008, (32)*
10.19 Form of Indemmity Agreement.(20)*
10.20 Form of Indemnity Agrecment.(14)*
10.21 Executive Incentive Plan (as Amended and Restated effective Jannary 1, 2009).(34)*
10.22 Executive Retirement Plan.(32)*
§0.23 Post-Retirement Deferred Compensation Arrangement.(14)*
10.24 Amendment No. 1 to Post Retirement Defermed Compensition 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 Siock 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 Holdings, 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 (13)*
10.35 Amended and Restated 2002 Equity Compensation Plan.(27)*
10.36 Amended and Restated 2002 Equity Compensation Plan.(32)*
10.37 g)rm( ?g ;jun-Qunliﬁed Stock Option Agreement—Employee (DaVita Inc. 1999 Non-Executive Officer and Non-Director Equity Compensation
an.
10.3% Form of Non-Qualified Stock Option Agrecment—Employee (DaVita Inc. 2002 Equity Compensation Plan).(7)*
10.39 Form of Non-Qualificd 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)*
Source; DAVITA INC, 10-¥, February 25, 2010 Powerer by Momingstar® Darumant Research 3
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10.41 Form of Restricted Stock Units Agreement—Employec (DaVita Inc. 2002 Equity Compensation Plan).(7)*
10.42 Form of Restricted Steck Units Agreement—Employee (DaVita Inc, 2002 Equity Compensation Plan).(16)*
10.43 Form of Restricted Stock Units Agreement—Employece (DaVita Inc. 2002 Equity Compensation Plan).(18)*
10.44 Form of Restricted Stock Units Agreement—Employee {DaViia Inc. 2002 Equity Compensation Plan).(32)*
10.45 Form of Steck Appreciation 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)*
10.47 Form of Stock Appreciation Rights Agreement — Board (DaVita Inc. 2002 Equity Compensation Plen).(30)*
10.48 Form of Restricted Stock Units Agreement — Board (DaVita Inc. 2002 Equity Compensation Plan).(30)*
10.49 Form of Non-Qualified Stock Option Agreement - Board (DaVita Inc. 2002 Equity Compensation Plan).(30Y*
10.50 Credit Agreement, dated s of October 5, 2005, among DaVita Inc., the Guarantors party thereto, the Lenders party thereto, Bank of America,

N.A ., Wachovia Bank, National Association, Bear Stcarns Corporate Lending Inc., The Bank of New York, The Bank of Nova Scotia, The Royal
Bank of Scotland ple, WestLB 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 Ine., as Sole Lead Arranger and
Bookrunner and Credit Suisse, Cayman 1slands Branch, as Co-Arranger.(11)

10.51 Credit Agrecment, 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 therete and JPMorgan Chasc Bank, N.A.(26)
10.52 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)
10.53 Security Apreement, dated as of October 5, 2003, by DaVita Inc., the Guarantors party thereto and JPMorgan Chase Bank, N.A., as Collateral
Agent(11)
10.54 Corporate Integrity Apreement between the Office of Inspector General of the Department of Health and Human Services and Gambro Healthcare,
Ine, effective as of December 1, 2004.(11)
10.55 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)**
10.56 Letter dated March 19, 2007 from Willard W. Brittain, Jr. to Peter T. Grauer, Lead Independent Director of the Company.(22)
10.57 Dialysis Organization Agreement between DaVita Ine. and Amgen USA Inc. dated December 20, 2007.(31)**
12.1 Computation of Ratio of Eamnings to Fixed Charges.v”
14.1 DaVita Inc. Corporate Governance Code of Ethics.(8)
21.1 List of our subsidiarics,
231 Conscnt of KPMG LLP, independent registered public accounting firm.~
24.1 Powers of Attomey with respect to DaVita. (Included on Page II-1).
Spurce: DAVITAINC, 10-K, February 25, 2010 Powered by Mntningstar® Documeant Resoarch®™
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311 Cenification of the Chief Executive Officer, dated February 25, 2010, pursuant to Rule 13a-14{a) or 15d-14(a), as adopted pursuant to Section

302 of the Sarbanes-Oxley Act of 2002.v

312 Centification of the Chief Financial Officer, dated February 25, 2010, pursuant to Rule 13a-14(a) or 15d-14(a), as adopted pursuant to Section

302 of the Sarbanes-Oxley Act of 2002,

321 Cerlification of the Chief Executive Officer, dated Februery 25, 2010, pursuant to 18 U.5.C. Section 1350, as adoptcd pursuant to Section 906

of the Sarbanes-Oxley Act of 2002.¥

322 Certification of the Chief Financial Officer, dated February 25, 2010, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906

of the Sarbanes-Oxley Act of 2002.¥

101.INS XBRL Instanee 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.LAR XBRL Taxonomy Extension Lebel Linkbase Document.* **
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.***

L

Included in this filing.
Management contract or exceutive 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.

+*»  XBRL information is furnished and not filed as n pari of a registration statement or prospectus for purposes of Section 11 or 12 of the Securitics and
Exchange Act of 1933, is dcemed not filed for purposes of Section 13 of the Securitics and Exchange Act of 1934, and otherwise is not subject to liability
under these sections.

() fg;g on March 18, 1996 as an exhibit to the Company's Transitional Report on Form 10-K for the transition period from June 1, 1995 to December 31,

(2) Filed on March 31, 1998 as an exhibit to the Company’s Annual Report on Form 10-X for the year ended December 31, 1997

(3) Filed on March 25, 2005 as an exhibit to the Company’s Currcnt Report on Form 8-K.

(4) Filed on March 20, 2001 as an exhibit to the Company’s Annual Report on Form 10-K for the year ended December 31, 2000.

(5) Filed on February 28, 2003 as an exhibit to the Compeny’s Annual Repori on Form 10-X for the year ended December 31, 2002,

(6) Filed 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)  Tiled on November 8, 2004 as an exhibit to the Company's Quarterly Report on Form 10-Q for the quarter ended Scptemnber 30, 2004,

(8) 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.

(9)  Filed on December B, 2004 as an exhibit to the Company’s Current Report on Form 8-K.

(10) Filed on May 4, 2005 as an exhibit to thc Company’s Quarterly Report on Form 10-Q for (he quarter ended March 31, 2005,

(11) Filed on November 8, 2005 as an exhibit 1o the Company's Quarterly Report on Form 10-Q for the quarter ended September 30, 2005.

{12) Filed on October 11, 2005 as an exhibit to 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 8-K.

(14) Filed on March 3, 2005 as an exhibit to the Company's Annual Report on Form 10-X for the ycar ended December 31, 2004,

(15) Filcd on August 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.

Sourcé: DAVITAINC, 10-%, February £5, 2010 Pewerad by Momingetart Docutnent Hescarch ™
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{17) Filed on November 3, 2006 as an exhibit o the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2006,
(18) Filed on October 18, 2006 as an ¢xhibit to 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 1o 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 as an exhibit to the Company’s Quarterly Report as Form 10-Q for the quarter ended March 31, 2007.

(23) 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.

{(24) Filed on February 16, 2007 as an cxhibit to the Company’s Current Report on Form 8-K.

{25) Filed on March B, 2007 as an exhibit to the Company’s Current Report on Form 8-K.

(26) Filed on February 28, 2007 as an exhibil to the Company's Current Report on Form §-K.

(27) Filed on June 4, 2007 a5 an exhibit 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 §-K.

(30) Filed on November 6, 2008 as an exhibit to the Company’s Quarterly Report on Form 10-Q for the third quarter ended September 30, 2003,
(31) Filed on February 29, 2008 as an exhibit ta the Company’s Annual Report on Form 10-K for the year ended December 31, 2007.

{(12) 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 Quarterly 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 Fonn 3-K.

Source: DAVITAINGC, 10-K, Fehruary 25, 2010 Prwesed by Motpinact=r¥ Miarimon: Rocomch SN
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Exhibit 10.1

EMPLOYMENT AGREEMENT

This Employment Agreement (this “Agreement”) is entered into cfieetive 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 considcration, the parties hereto, intending
1o be legaily bound hereby, agree as follows:

Section 1. Emptoyment and Dutics. Employer hereby employs Employee to serve as Vice President, Genera) Counsel, and Secretary. Employee accepts
such employment on the terms and conditions sct forth in this Agrecment. Employee shall perform the duties of Vice President, General Counsel, and Secretary
or any additional or different duties or jobs as the Company deems appropriate. Initially, Empioyce shall work out of Employer’s El Scgundo, California
headguarters, although the location is subject to change 10 suit business needs. Employee will be allowed to maintain a home office in northem California and
work there from time to time. Employee agrees to devote substantially alf of her time, energy, and ability to the business of Employer on a full-time basis and
shall not engage in any other busincss activities during the term of this Agreement, including but not limited to providing consulting services to any investment
firm, such as a hedge fund, provided however, Employee may continue to serve 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 substantial amount of time and do not interfere with her
- ability to 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 Cfficer or the Board of Direciors. Employee shall at all times observe and abide by the Employer’s policies and
procedures as in effect from time to time.

Section 2. Compensation. In consideration of the services to be performed by Employee hereunder, Employee shall receive the following compensation
and benefits:

2.1 Base Salary. Employer shail pay Employce a base salary of $400,000 per annum, less standard withholdings and autborized deductions.
Employee shall be paid consistent with Employer’s payrol} schedule. The base salary will be revicwed from time to time, Employer, in its sole discretion, may
increase the base salary as a result of any such review. Employer may not reduce Employee’s base salary unless the Employee authorizes it in writing or the
Employer is reducing the base salary of other similarly-situated cxecutives by a similar percentage.

2.2 Benefits. Emplayee and/or her family, as the case may be, shall be eligible for participation in and shall receive all benefits under Employcr’s
health and welfare bencfit plans (including, without limitation, medical, prescription, dental, disability, and Jife insurance) under the same terms and conditions
applicable to most executives at similar lcvels of compensation and responsibility. '

2.3 Paformance Bonus.
(a) Employee shall be eligible ta receive a discretionary performance bonus (the “Bonus”) between zero and $300,000, payable in & manner
consistent with Emplayer’s practices and procedures. The amount of the Bonus, if any, will be decided by the Chief Executive Officer and/or the Board of
Dircetors or the Compensation Commitice of the Board in his/her/its sole diseretion. :

{b) In deciding on the amount of the Annual Performance Bonus, if any, the Chiel Executive Officer and/or the Board of Directors or the
Compensation Committes of the Board may consider the competitive market for the services provided by employecs whao are performing the same or similar
duties a5 Employee is providing Employer and who have similar background and experience.

e

Source: DAVITAING, 10-K. February 25, 2010 Pewered Ev BAgrminnnenk Mmoo 1
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(¢) Employce must be employed by Employcr (or an affiliaie) on the datc any Bonus is paid 1o be eligible to reccive such Bonus and, if
Employee is not employed by Employer (or an affiliate) on the daie any Bonus is paid for any reason whatsoever, Employee shall not be entitled to reccive such
Bonus.

2.4 Signing Bonus. Employer shall pay Employee a signing bonus of 350,000, tess standard withholdings and authorized deductions, within her first
month of employment.

2.5 Monthly Payment, Employer shall pay Employce $8,000 a month housing allowance, ess siandard 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 Vacation. Employee shall have vacation, subject to the approval of the Chief Exccutive Officer.

. reciation Rights Employer shall issue a grant 1o Employee of stock-seniled Stock Appreciation Rights (“SSARS™) on a base number
of 60,000 shares of DaVita common stock, upon approval. This grant shall have a five-year term and vest 25% on the first anniversary date of the grant, 8.33%
on the 20" menth of the grant, and 8,33% cvery 4 months thereafier. The exercise price shall be the closing price as reported on the New York Stock Exchange
on the Effective Date, 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 obained, whichever is later, The terms of the SSARS grant will be reflected in a separate
agreement 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 date appropriate approval has been given, whichever date is later, Employee will receive 5,000
shares of Emplayer’s restricted stock units, entitling Employce 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% cvery 4 months thereafier until the 60th month. The terms of the sestricted stock units will be reflected in a separate Restricted Stock Units
Agreement to be signed by Employer and Employee.

2.9 Management Share Ownership Policy. Employece shall review and understand the terms of the Management Share Ownership Policy with
respect to all equity-based awards.

2.10 Indemnification. Employer agrees to indemnit‘:} and defend Employee ageinst and in respect of any and all claims, actions, or demands relating
to or in any way arising out of Employee’s employment with Employer, to the extent permitted by the Company’s By-laws and applicable law.

2.11 Reimbursement. Employer also agrees (o reimburse Employee in accordance with Employer’s reimbursement policies for travel and
enterlainment expenses, as well as other business-related expenses, incurred in the performance of her duties hercunder.

2.12 Changes to Benefjt Plans. Employer reserves the right to modify, suspend, or discontinue any and all of ils health and welfare benefit plans,

practices, policies, and programs at any time without recourse by Employee so long as such action is taken generally with respect to all other similarky-situaied
pecr exccutives and does not single out Employee.

Section 3. jsions Relaling t ination of 1 R

3.1 Employment Is At-Will. Employee’s employment with Employer is “at wil)” and is terminable by Employer or by Employcc at any time and for
any reason or no reason, subject to the notice requirements sel forth below.

Employment Agrecment 2

Source: DAVITA INC, 10-K, February 25, 2010 Powircd by Mnminastar® Dacument Rosearch®
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3.2 Teymination for Material Cause. Employer may terminate Employee’s cmployment without advanced notice for Material Causc (as defined
below). Upon termination for Material Cause, Employee shall {1) be entitied to receive the Base Salary and benefits as set forth in Scotion 2,1 and Section 2.2,
respectively, through the effective date of such termination and (if) not be entitled to receive any other compensation, benefits, or paymenis of any kind, except as
otherwise requircd by law ar by the terms of any bencfit or retirement plan or other arangement that would, by its terms, apply.

3.3 Other Termination. Employer may terminate the cmployment of Employee for any reason or for no reason at any time upon at least thirty
(30) days’ advance wririen notice. If Employer terminates the employment of Employee for rezsons other than for death, Matcrial Cause, or Disability, or if
Employee resigns wilhin sixty (60) days foltowing a Good Cause Event (ns defined below), end contingent upon Employcee’s execulion of the Employer’s
standard Waiver and Release Agreement and Moncompetition Agreement within twenty-cight days of the termination of Employee’s employment, Employee
shall be entitled to (i) salary continuation for the twelve-month period following the termination of her employment (the “Severance Period™), subject to
Employer’s payroll practices and procedures, and (ii) if Employee’s employment is terminated after April in 2 given year, receive a payment equal o the Bonus
paid in the year prior 10 the termination of Employee’s employment, pro-rated for the number of months served in the year Employee’s employment is
terminated, to be paid in equal installments over the Severance Period, subjeet 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 termingted). Employee’s severance is made pursuant fo the terms and conditions of the DaVita Inc. Severance Plan, including the
Offset;Mitigation provision, as those provisions exist at the time of the termination of Emptoyee’s employment. For purposes of this provision, an Employec’s
employment has been terminated when Employce is no longer providing services for Employer after a specific date or the Jevel of bona fide services that
Employee would perform (as an employee or independent contractor) afier a specific date would permanently decrease fo 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 less than
thirty-six months). .

3.4, Voluntary Resignation. Employee may resign from Employer at any time upon at least ninety (50) 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 bencfits as set forth in Sectign 2.]
and Section 2.2, respectively, through the effective date of such terminution and {ii} not be entitled to receive any ether 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 arrangement that would, by its terms, apply. In the cvent -
Employce resigns frem Employer at any time, Employer shall have the right 1o make such resignation effective as of any date before the expiration of the
required notice period.

3.5 Disability. Upon thirty {30) days’ advance 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 Definitions. For the purposes of this Agreement, the following terms shall have the meanings indicated:

(a) “Disability” sball mean the inabiliiy, for a period of six (6) menths, to adequately perform Employee’s regular duties, with or without
reasonable accommodation, 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: (i) Employer
materially diminishes the scope of Employee’s duties and responsibilities; or (if) Employer materially reduces Employee’s base compensation. Motwithstanding
the above, the occursence of any such condition shall not constitute Good Cause uniess the Employce provides notice io Employer of the
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existence of such condition not later than 90 days afier the initial existence of 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: (1) conviction of a felony or plea of no contest to a felony; (i) any act of fraud or
dishonesty in connection with the performance of her duties; (iii) repeated failure or refusal by Employee to follow policies o directives rcasonably established
by the Chief Executive Officer of Employer or hisher designes that goes uncorrected for a period of ten (10) consecutive days afier wrilten notice has been
provided to Employee; (iv) o material breach of this Agreement; (v} any gross or willful misconduct or gross negligence by Employee in the performance of her
dutics; (vi) egregious conduct by Employee that brings Employer or any of its subsidiarics or affiliates into public disgrace or disrepute; (vii) an act of unlawful
discrimination, including sexual harassment; (viit} a violation of the duty of loyalty or of any fiduciary duty; or (ix) exclusion or notice of ¢xclusion of Employcc
from participating in any fedcral 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 a right to contest her termination to the entire Board of Directors.

1.7 Notice of Tenninatign. Any purported termination of Employee’s employment by Employer or by Employee shall be communicated by a written
Notice of Termination to the other party hereto in accordance with Section 5 hereof. A *Notice of Termination” shall mean a written notice that indicates the
specific termination provision in this Agreement.

3.8 Effect of Termipation. Upon termination, this Agreement shall be of no further force and effect and ncither party shall havc any farther 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 termination;
end provided forther, that the rights and obligations of the parties under Section 3, Section 4, and Section 5 shall survive termination of this Agreement.

3.9 Notwithstanding any provision hercin to the contrary, in the event that any payment to be made to Employee hereunder (whether pursuant to this

Section 3 or any other Section) as a result of Employee’s termination of employment is determined to constitute “deferred compensation™ subject to

Section 409A of the Internal Revenue Code, and Employce is a “Key Employee” under the DaVita In¢c. Key Employee Policy for 409A Arrangements at the time
of Employce’s termination of employment, all such deferred compensation paymenis payable during the first six (6) months following Employee’s termination of
employment shall be delayed and paid in a lump sum during the seventh calendar month foliowing the calendar month during which Employee’s termination of

employment occurs,

Section 4: Confidentiality and Non-Solicitation, Employee, contemporancously herewith, shall enter inte a Confidentiality and Non-Salicitation '
Agreement, the terms of which are incorporated herein and made a pant hereof as though sct forth in this Agreement. If Employee iransfers to Colorado, she shall
enter into a Non-Competition, Non-Solicitation, and Confidentiality Agreement.

Section 5. Migcellageous.
ntire Agrecment: Amendment. This Agreement represents the entire understanding of the parties hereto with respect to the cmployment of
Employee and supersedes all prior agreements with respect thereto, This Agrecment may not be altered or amended except in writing executed by both parties

hereto.

5.2 Assignment. Benefil. This Agreement is personal and may not be assigned by Employee. This Agrecement may be assigned by Employer and
shall inure to the benefit of and be binding upon the successors and assigns of Employer. ’

5.1. Applicable Law: Venug. This Agreement shall be governed by the laws of the State of Califomnia, without regard to the principles of conflicts of
laws. Both parties agree that any action relating to this Agreement
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shall be brought in a state or federal court of competent jurisdiction located in the State of Califomia and both partics agree to exclusive venue in the State of
Califomia.

5.4 Notice. Notices and all other communications provided for in this Agrecment shal) be in writing and shall be deemed to have been duly given
when delivered or mailed by United States registered mail, return receipt requested, postage prepaid, addressed to Employer at its principal office and to
Employee at Employee’s principal residence as shown in Employer's personnel records, provided that all notices to Employer shall be directed to the attention of
\he Chief Executive Officer, or to 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. Henee, in any constyuction to be made of this
Agreement, the same shall not be construed 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 Agreement may be executed in one or more counterparts, each of which shali be deemed an original, but all of which together
shall constitute one and the same instrument. Photopraphic or facsimile copies of such signed counterparts may be used in licu of the originals for any purpose.

5.7 Lepal Counsel. Employec and Employer recognize that this is a Jegally binding contract and acknowledge and agree that they have had the
opportunify to consult with legal connsel of their choice.

5.8 Waiver. The waiver by any party of a breach of any provision of this Agreement by the other shall not operate or be construed as a weiver of any
other or subsequent breach of such or any provision. :

5.9 Invalidity of Provision. In the event that any provision of this Agrcement js determined to be illegal, invalid, or void for any reason, the
remaining provisions hereof shall continue in full foree and effect.

5.10 Approval by DaVita Inc, gs to Fonp. The partics acknowledge and agree that this Agreement shall take effect and be legally binding upon the
partics only upon full execution hercof by the parties and upon approval by DaVita Inc, as te the form of hereof.

™N WITNESS WHEREOF, the parties hereto have execuled this Agreement ¢ffective as of the date and year first writien 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, Bapr

Lisa Barr
Assistant Genera) Counscl - Labor
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Exhibit 10.14

SECOND DMENT TO STOCK AP JATION HTS AGREEMEN

This Second Amendment to Siock Appreciation Rights Agreements is entered into this 11 " day of December, 2009, by and between DaVita Inc,, a
Delaware corporation (the “Company™), and Richard K. Whitney (the “Employee™).

WHEREAS, the Company and the Employee previously entered mto five Stock Appreciation Rights Agreements (cach 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 ] through 5, pursuant to the Company’s 2002 Equity Compensation Plan; and

WHEREAS, each SAR Agreemcnt was amended by that certain Amendment to Stock Apprecintion Rights Agrecments dated Novernber 2008, a copy of
which is attached hereto as Exhibit 6.

WHEREAS, the Company and the Employee desire 10 further amend each SAR Agreement pursuant to Section 10 thercof;

NOW, THEREFORE, in consideration of the mutual covenants and agreements hereinafier set forth and for other good and valuable consideration, the
parties hereto, intending to be legally bound hereby, agree ns follows:

Section 2(b) of each SAR Agreement is amended in its cntirety, effective as of the date first writicn above, fo provide as follows:
“(b) In the case of the termination of the Graniee’s employment with the Company (“Severancc”), the SAR shall terminate on the Expiration Date.”

N WITNESS WHEREQF, the parties hereto have cxecuted this Sccond Amendment to Stock Appreciation Righls Agreements as'of the date and year first
writien above.

COMPANY EMPLOYEE
By /s/ Kent 1. Thiry By {s/ Richard K. Whitney
Kent ). Thiry Richard K. Whitney
Chief Exccutive Officer
Source: DAVITA INC, 10-K, February 25, 2010 Bowrrod by Marsinostar® Dociiment Poseach®
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Exhibit 12.1

DAVITA INC,
RATIO OF EARNINGS TO FIXED CHARGES

The ratio of eamings to fixed charges is computed by dividing camings by fixed charges. Eamings fer this purpose are defined as pretax income from
continuing operations adjusted by adding back fixed charges expensed during the period less noncontrolling interests. Fixed charges include debt cxpense
(intercst expense and the amortization of deferred financing costs), the estimated interest component of rent expense on operating leases, and capilalized interest.

Year ended December 31,
2009 2008 2007 2006 2005
{dollars in thousands)

Eamings adjusted for fixed charges:

Income from coniinuing operations before income taxes(1} $ 758,224 5 656,791 674,224 7 $ 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: Noncontrobting intcrests(1) (57.803) (47.331) (46,702) (38,141) (23,495)
209,074 249,947 275,058 298,960 151,280

$ 967,298 % 906,738 § 949,282 $ 812,860 $ 505,872

Fixed charges:

Debt expense $ 185,755 $ 224,716 $ 257,147 § 276,706 5 139,586
Interest portion of rent expense 81,122 72,562 64,613 60,395 35,189
Capitalized interest 3,627 4,189 3,878 4,708 1,912

$ 270,504 $ 301,467 $ 325638 $ 341,809 $ 176,687

Ratio of earnings to fixed charges 3.58 3.01 2.92 238 2.86

(1) The Company has changed the presentation of eamings atributable to noncontrofling interests for all prior periods presented.

Source: DAVITA INC, 10-K, February 25, 2010 - Pawered by Momingstar® Dgz urmon! Resaach
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SURSIDIARIES OF THE COMPANY

Exhibit 21.1

Jurisdiction

of
Name Structore Incorporation
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 Parmership Limited Partoership DE
Austin Dialysis Centers, L.P. Limited Parmership DE
Bear Creek Dialysis, L.P. Limited Partnership DE
Beverly Hills Dialysis Parmership Partnership CA
Blucgrass 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 Limitcd Liability Company DE
Buford Dialysis, LLC Limited Liability Company DE
Canyon Springs Dialysis, LLC Limited Liability Companmy DE
Canyonlands Dialysis, LL.C Limited Liability Company DE
Capelville Dialysis, LLC Limited Liability Company DE
Capilal Dialysis Partnership Parinership CA
Carroll County Dialysis Facility, Inc. Corporation MD
Carroll County Dialysis Facility Limited Partnership Limited Partnership MD
Chnscades 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 lowa Dialysis Partners, LL.C Limited Liability Company DE
Central Kentucky Diatysis Centers, LLC Limited Liability Company DE
Cherry Valley Dialysis, LLC Limited Liability Company DE
Chicago Heights Dialysis, LLC Limited Liability Company DE
Chipeta Dialysis, LLC Limited Liability Company DE
Clinton Township Dialysis, LL.C Limited Liability Company DE
Columbus-RNA-DaVita, LLC Limited Liability Company DE
Cormerce Township Dialysis Center, LLC Limited Liability Company DE
Continental Dialysis Center, Inc. Corporation VA
Continental Dialysis Center of Springfield-Fairfax, Inc. Corporation VA
Creek Dialysis, LLC Limited Liability Company DE
Dallas-Fort Worth Nephrology, L .P. Limited Partnership DE
Dallas-Fort Worth Nephrology I1, LLC Limited Liability Company DE
DaVita Dakota Dialysis Center, LLC Limited Liability Company DE
DaVita El Paso East, L.P. Limited Partnership DE
DaVita Nephrology Medical Associates of California, Inc. Corporation CA
DaVita Nephrology Medical Associates of Pennsylvania, P.C. Professional Corporatton PA
DaVita Nephrology Medical Associates of Washington, PC. Professional Corporation Wa
DaVita of New York, Inc. Corporation NY
DaVita-Riverside, LLC Limited Liability Company DE
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Jurisdiction
of
Name Strucrure Incorporation
DaVita-Riverside I1, LL.C Limited Liability Company DE
DaVita Rx, LLC Limited Liability Company DE
DaVita Tidewater, LLC Limited Liability Company DE
DaVita Tidewatcr-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 Virgtnia, Inc. Corporalion VA
DaVita-West, LLC Lirmited Liability Company DE
Decker Dialysis, LLC Limited Liability Company DE
Dialysis Holdings, Inc. Corporation DE
Dialysis of Des Moines, LLC Limited Liabitity Company DE
Dialysis of North Atlenta, LLC Limited Liability Company DE
Dhalysis of Northern 1llinois, LLC Limited Liability Company DE
Dialysis Specialists of Dallas, Inc. Corporation X
DNP Management Company, LLC Limited Liability Company DE
Downriver Centers, Inc. Corporation MI
Downtown Houston Dialysis Center, L.P. Limited Partnership DE
Durango Dialysis Center, LLC Limited Liability Company DE
DVA Healthcare of Maryland, Inc. Corporation MD
DVA Healthcare of Massachusetts, Inc. Corporation MA
DVA Healthcare of New London, LLC Limited Liability Company TN
DVA Healtheare of Norwich, LLC Limited Liability Company TN
DVA Healihcarc of Pennsylvania, Inc. Corporation PA
DVA Healthcare of Tuscaloosa, LLC Limited Liability Company N
DVA Healthcare Procurement Services, Inc. Corporation CA
DVA Healthcare Renal Care, Tnc. Corporation NV
DVA Healthcare-Southwest Ohio, LLC Limited Liability Company ™
DVA Laboratory Services, Inc. Corporation FL
DVA of New York, Inc. Corporation NY
DVA Renal Healthcare, Inc. Corporalion ™
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
Elberton Dialysis Facility, Inc. Corporation GA
Elk Grove Dialysis Center, LLC Limited Liability Company DE
Empirc State DC, Inc. Corporation NY
Falcor, LLC Limited Liabitity Company DE
Ficlds Dialysis, LLC Limited Liability Company DE
Five Star Dialysis, LLC Limited Liability Company DE
Flamingo Park Kidncy Center, Inc. Corporation FL
Forester Dialysis, LLC Limited Liability Company DE
Frechold Artificial Kidney Center, L1.C Limited Liability Company NJ
Fullerton Dialysis Center, LLC Limited Liability Company DE
Give Life Dialysis, LLC Limited Liability Company DE

Source: DAVITA INC, 10-K, February 25, 2010
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Jurisdicton

of

MName Structure Incorporation
Grand Home Dialysis, LLC Limited Liability Company DE
Greater Las Vegas Dialysis LLC Limited Liability Company DE
Greater Los Angeles Dialysis Centers, LLC Limited Liability Company DE
Green Desert Dialysis, LLC Limited Liability Comparmy DE
Greenwood Dialysis, LLC Limited Liability Company DE
Griffin Dialysis, LLC Limited Liability Company DE
Hanford Dialysis, LLC Limited Liability Company DE
Hawaiian Gardens Dialysis, LLC Limited Liability Company DE
Hialeah Kidney Dialysis, LLC Limited Liability Company DE
Historic Dialysis, LLC Limited Liability Compamy DE
HomeChoice Partners, Tnc Corporation DE
Honcy Dialysis, LLC Limited Liability Company DE
Houston Acute Dialysis, L.P. Limited Partnership DE
Houston Kidney Centcr/Total Renal Care Integrated Service Netwaork Limited Partnership

Limited Partnership DE
Huntington Artificial Kidney Center, Lid. Limited Liability Company NY
Huntington Park Dialysis, LLC Limited Lisbility Company DE
Indian River Dialysis Center, LLC Limited Liability Company DE
lonia Dialysis, LLC Limited Liability Company DE
Jedburg Dialysis, LLC Limited Liability Company DE
Kidney Centers of Michigan, LLC Limited Liability Company DE
Kidney Home Center, LLC Limited Liability Company DE
Knickerbocker Dialysis, Inc. Corporation NY
Las Vegas Pediatric Dialysis, LLC Limited Liability Company DE
Lawrenceburg Dialysis, LLC Limited Liability Company DE
Libenty RC, Inc. Corporation NY
Limon Dialysis, LLC Limited Liability Company DE
Lincoln Park Dialysis Services, Inc, Corporation iL
Little Rock Dialysis Centers, LLC Limited Liability Compamy DE
Lockport Dialysis, LLC Limited Liability Company DE
Long Beach Dialysis Center, LLC Limited Liability Company DE
Lord Baltimore Dialysis, LLC Limited Liability Company DE
Los Angeles Dialysis Center Partnership CA
Maple Grove Dialysis, LLC Limited Liability Company DE
Maples Dialysis, LLC Limited Liability Company DE
Marysville Dialysis Center, LLC Limited Liability Company DE
Mason-Dixon Dialysis Facilities, Inc. Corporation MD
Memorial Dialysis Center, L.P. Limited Partnership DE
Mena Diatysis Center, LLC Limited Liability Company DE
Middiesex Dialysis Center, LLC Limited Liability Company DE
Miramar Dialysis Center, LLC Limited Liality Company DE
Moncrief Dialysis Center/Total Renal Care Limited Parmership

Limited Partmership DE
Morro Dialysis, LLC Limited Liability Company DE
Mountain West Dialysis Services, LLC Limited Liability Company DE
Muskogee Dialysis, LLC Limited Liability Company DE
Natomas Dislysis, LLC Limited Liability Company DE
Nephrology Medical Associates of Georgia, LLC Limited Liability Company GA
Neptune Artilicial Kidney Center, LLC Limited Liability Company NJ
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Jurisdiction

of
Nome Stroctare Incorporatlon
New Bay Dialysis, LLC Limited Liability Company DE
New Hope Dialysis, LLC Limited Liability Company DE
New Springs Dialysis, LLC Limited Liability Company DE
North Austin Dialysis, LLC Limited Liability Company DE
North Colorado Springs Diatysis, LLC Limited Liability Company DE
Ohio River Dialysis, LLC Limited Liability Company DE
QOpen Access Lifeling, LLC Limited Liabitity Company DE
Orange Dialysis, LLC Limited Liability Company CA
Palomar Dialysis, LLC Limited Liability Company DE
Patient Pathways, LLC Limited Liability Company DE
PDI Holdings, Inc. Corporation DE
Physicians Choice Dialysis of Alabama, LLC Limited Liability Company DE
Physicians Dialysis Acquisitions, Inc. Corporation DE
Physicians Dialysis, Inc. Corporation DE
Physicians Dialysis of Houston, LLP Limited Liability Partnership TX
Physicians Dialysis of Lancaster, LLC Limited Liability Company PA
Physicians Diatysis Ventures, Inc, Corporation DE
Pike Dialysis, LLC Limited Liability Company DE
Pittsburg Dialysis Partners, LLC Limited Liability Company DE
Platie Dialysis, LLC Limited Liability Company DE
Plumas Dialysis, LLC Limited Liability Company DE
Princeton Diatysis, LLC Limited Liability Company DE
Red Willow Dialysis, LLC Limited Liability Company DE
Renal Clinic Of Houston, LLC Limited Liability Company DE
Renal Life Link, Inc. Corporation DE
Renal Treatment Centers—California, Inc. Corporation DE
Renal Treatment Centers—Illinois, Inc. Corporation DE
Renal Treatment Centers, Inc. Corporaticn DE
Renal Treatment Centers—Mid- Atlantic, Inc, Corporation DE
Renal Treatment Centers—Northeast, Inc. Corporaticn DE
Renal Treatment Centers—Southeast, L.P. Limited Partnership DE
Renal Treatment Centers—West, Inc, Corporation DE
Riddle Dialysis, LLC Limited Liability Company DE
Ripley Dialysis, LLC Limited Liability Company DE
Rita Ranch Dialysis, LLC Limited Liabitity Company DE
River Valley Dialysis, LLC Limited Liability Company DE
RMS Lifeline, Inc. Corporation DE
RNA-DaVite Dialysis, LLC Limited Liability Company DE
Robinson Dialysis, LLC Limited Liability Company DE
Rochester Dialysis Center, LLC Limited Liability Company DE
Rocky Mountain Dialysis Services, LLC Limited Liability Company DE
Physicians Choice Dialysis of Alabama, LLC Limited Liability Company DE
Roose Dialysis, LLC Limited Liability Company DE
Ross Clark Circle Dialysis, LL.C Limiied Liability Company DE
Physicians Choice Dialysis of Alabama, LLC Limited Liability Company DE
Royale Dialysis, LLC Limited Liability Company DE
RTC Holdings, Inc. Corporation DE
RTC TN, Inc, Corporation DE
SafeHarbor Dialysis, L1.C Limited Liability Company DE

Source: DAVITA INC, 18K, February 25, 2010
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JerisdicHon
of
Nome Structure Incorporation
SAKDC-DaVita Dialysis Pariners, LP. Limited Partmership DE
Sandusky Dialysis, LLC Limited Liability Company DE
San Marcos Dialysis, LLC Limited Liability Company DE
Santa Fe Springs Dialysis, LLC Limited Liability Company DE
Sencca Diafysis, LLC Limited Liability Company DE
Shadow Dialysis, LLC Limited Liability Company DE
Shayano Dialysis, LLC Limited Liability Company DE
Shining Star Dialysis, Inc. Corporation NJ
Siena Dialysis Center, LLC Limited liabitity Company DE
Soledad Dialysis Center, LLC Limited Liability Company DE
Somervitle Dialysis Center, LLC Limited Liability Company DE
South Central Florida Diafysis Partners, LLC Limited Liability Company DE
South Shore Dialysis Center. L.P. Limited Parmership DE
Southcrest Diglysis, LLC Limited Liabitity Company DE
Southeastern Indiana Dialysis, LLC Limited Liability Company DE
Southemn Colorado Joint Ventures, LLC Limited Liability Company DE
Southern Hills Dialysis Center, LLC Limited Liability Company DE
Southwest Adanta Dialysis Centers, LLC Limited Liability Compamy DE
St. Luke’s Dialysis, LLC Limited Liability Company DE
Star Dialysis, LLC Limited Liability Company DE
Stcam Dialysis, LLC Limited Liability Company DE
Strongsville Dialysis, LLC Limited Liability Company DE
Sugarloaf Dialysis, LLC Limited Liability Company DE
Summit Dialysis Center, LP. Limited Parmership DE
Sun City Dialysis Center, LLC Limited Liability Company DE
Sun City West Dialysis Center LLC Limited Liability Company DE
Sunset Dialysis, LLC Limited Liability Company DE
Taylor Dialysis, LLC Limited Liability Company DE
Tel-Huron Dialysis, LLC Limited Liability Company DE
Tennessee Valley Dialysis Center, LLC Limited Liability Company DE
| The Woodlands Dizlysis Center, L.P. Limited Parmership DE
Total Acute Kidney Care, Inc. Corporation FL
Total Renal Care/Eaton Canyon Dialysis Center Parimership Partnership CA
Total Renal Care, Inc. Corporation . CA
Total Renal Care North Carolina, LLC Limited Liability Compan DE
Total Renal Care/Picdmont Dialysis Center Partnership Partncrship CA
Total Renal Care Texas Limited Partnership Limited Partnership DE
Total Renal Laboratories, Inc. Corporation FL
Total Renat Research, Inc. Corporation DE
Transmountain Dialysis, L.P. Limited Parership DE
TRC-Dyker Heights, L.P. Limited Partcrship NY
TRC Ei Paso Limited Partnership Limited Partnership DE
TRC-Four Comers Dialysis Chnics, LLC Limited Liability Company NM
TRC-Georgetown Regional Dialysis LLC Limited Liability Company DC
TRC-Indiana LL.C Limited Liability Company IN
TRC-Petersburg, LLC Limited Liability Company DE
TRC of New York, Ine. Corporation NY
TRC West, Inc. Corporation DE
Tree City Dialysis, LLC Limited Liability Company DE
Page 5ol 6
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Jurisdiction

of
Mame Structure Incorporation
Tulsa Dialysis, LLC Limited Liability Company DE
Turlock Dialysis Center, LLC Limited Liability Company DE
Tuastin Dialysis Center, LLC Limited Liability Company DE
University Diglysis Center, LLC Limited Liability Company DE
Upper Valley Dialysis, L.P Limited Parmership DE
Urbana Dialysis, LLC Limited Liability Company DE
USC-DaVita Dialysis Center, LLC Limited Liability Company CA
UT Southwestern DVA Heaithcare, LLP Limited Liability Partnership ™
Valley Springs Dialysis, LLC Limited Liability Company DE
Verde Dialysis, LL.C Limited Liability Company DE
VillageHcalth DM, LLC Limited Liability Company DE
Wauseon Dialysis, LLC Limited Liability Company DE
Wesley Chapel Dialysis, LLC Limited Liability Company DE
West Broomfield Dialysis, LLC Limited Liability Company DE
West Elk Grove Dialysis, LLC Limited Liability Company DE
West Monroe Dialysis, LLC Limited Liability Company DE
West Pensacola Dialysis, LLC Limited Liability Company DE
West Sacramento Dialysis, LLC Limited Liability Company DE
Weston Dialysis Center, LLC Limited Liability Company DE
Weston Dialysis Center, LLC Limited Liability Company DE
Willowbrook Dialysis Ceater, L.P. Limited Partnership DE
‘Wood Dialysis, LLC Limited Liability Company DE
Wyandotte Ceniral Dialysis, LLC Limited Liability Company DE
Wyler Dialysis, LLC Limited Liability Company DE
Yhor City Dialysis, LLC Limited Liability Company DE
Yucaipa Dialysis, LLC Limited Liability Company DE
Zephyrhills Dialysis Center, LLC Limited Liabality Company DE

Source: DAVITA INC, 18-, Fepruary 25, 2010
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Exbibit 23.1
Consent of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
DaVita Inc.:

We consent to the incorperation by reference in the registration statements on Forms S-8 (No. 33-84610, No. 33-83018, No. 33-99862, No. 33-99364,
No. 33301620, No. 333-34693, No. 333-34695, No. 33346887, No. 333-75361, No. 333-56149, No. 333-30734, No. 333-30736, No. 333-63158,
No. 333-42653, No. 333-86550, No. 333-86556, Ne. 333-144097 and No. 333-158220) and Form S-3 (No. 333-69227) of DaVita Inc. of cur reports dated
February 25, 2010, with tespect to the consolidated balance sheets of DaVita Inc, as of December 31, 2009 and 2008, and the related consolidated statements of
income, equity and comprchensive income, and cash flows for each of the years in the three-year period ended December 31, 2009, and related financial
statement schedule, and the cffectiveness of internal control over financial reporting as of December 31, 2009, which reports appear in the December 31, 2009
annual report on Form 10-K of DaVita Inc,

As discussed in Note 1 1o 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 B0, Consolidation}, on a
prospective basis except for the presentation and disclosure requirements which were applicd retrospectively for afl periods presented effective January 1, 2009,

/s KPMG LLP

Seattle, Washington
February 25, 2010

Source: DATA INC, 10-K, Fabruary 25, 2010 Prwered by Morpianstar® Dosument Reseaich 5™

Attach -
2G1 ment — 40A




L e

Exhibit 31.1
SECTION 302 CERTIFICATION
1, Kent 1. Thiry, centify that:
1. I have revicwed this annual report on Form 10-K of DaVita Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact ar omit to state a material fact necessary 1o moke the
statements made, in kight of the circumstances under which such statements were made, not misleading with respect to the period covered by this repont;

3. Based on my knowledge, the financial statements, and other financial information included in this report, faifly present in all matcrial respects the
financial condition, results of operations and cash fows of the registrant as of, and for, the periods presented in this report;

4. The regismant’s other cenifying officer(s) and ] are responsible for cstablishing 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 diselosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, 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 reasenable assurance regarding the reliability of financial reporting and the preparation of financial statements for
extcmal purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the regisirant’s disclosurc controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of Lthe end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the regisirani’s internal conirol over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s founh fiscak 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 centifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal control over financial reporting, 1o the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the regisirant’s ability to record, process, summanze and report financiai information; and

(b) Any fraud, whether or not material, that involves managemcnt or other employees who have a significant role in the registrant’s intcrnal
control over financial reporting.

fs/ KEnT], THIRY
Kent J. Thiry
Chief Execntive Officer

Date; February 25, 2010

Source: DAVITAINC, 10-K, February 25, 2010 Powered by Morrngsia® Docoment LosearchS™
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Exhibit 31.2
SECTION 302 CERTIFICATION
I, Richard K. Whitney, centify thal:
1. 1 have reviewed this annual report on Form 10-K of DaVita Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a matenial fact or omit to stale a materia) fact necessary to make the
statements made, in light 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 report, fairly present in all material respects the
finzncial condition, results of operations and cash {lows of the registrant as of, and for, the periods presented in this report,

4. The regisuant’s other certifying officer(s) and 1 are responsible for establishing 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 confrols and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the rcgistrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b) Designed such intemnal control over financial reponting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial staternents for
external purposes in accordance with generally accepted accounting principles;

{c) Evaluated the cffectiveness 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 by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscai quarter in the case of an annual report) that has materially affected, or is rensonably likely
to materially affect, the registrant’s intemal control over financial reporting; and

$. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrani’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which arc
reasonably likely to adversely affect the registrant’s ghility to rccord, process, summarize and report linancial information; and

(b} Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
controk over financial reporting.

fsf  RicHarD K. WHITNEY
Richard K. Whimey
Chief Financis] Officer

Date: February 25, 2010

Source: DAVITAINC, 10-K, February 25, 2010 Fawerad try Mopinnersr® Document Hasgarch™
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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 Annuel Report of DaVita Inc. (the “Company™) on Form 10-K for the year ending December 31, 2009 as filed with the Securitics
and Exchange Commission on the date hereof (the “Periodic Repont™), 1, Kent J. Thiry, Chief Executive Officer of the Company, certify, pursuant to 18US.C. §
! 1350, as adopted pursuant to § 306 of the Sarbanes-Oxley Act of 2002, that: :

1. The Periodic Repont fully complies with the requircments of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

‘ 2. The information contained in the Periodic Report fairty presents, in all material respects, the financial condition and results of operations of the
Company.

/s/  Kint ). THIRY

| Kent J, Thiry
! Chief Executive Officer
February 25, 2010
Source: DAVITAINC, 10-K, Fanruary 25, 2010 Prworad by Momingstar® Decument Peseaich 84
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Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANTTO
1B U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of DaVita Inc. (the “Company™) en 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™), I, Richard K. Whitney, Chief Financial Officer of the Company, centify, pursuant to
18.U.5.C. § 1350, a5 adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

I The Periodic Report fully complies with the requisements 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.

/s/ _RicHARD K. WHITREY
Richard K. Whimey
Chief Financial Officer

February 25, 2010

Source: DAVITAINGC, 10-K, February 25, 2010 Powered by Momingsiar® Dacument Resea ok 5%
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Source: DAVITA INC, 10-K, February 25, 2010 Fowered by Momingstar® Decument Reseaizh ™
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Joliet Dialysis LLC
Financial Viability Ratic Worksheet
2014

Current Ratio
Current Assets
Current Liabilities

Net Margin Percentage
Net Income
Net Operating Revenues

Long Term Debt to Capitalization
Liabilities
Net Fixed Assets

Projected Debt Service Coverage
EBITA
Debt Principal & Interest

Days Cash on Hand
Cash
Operating Expense

Cushion Ratio
Cash
Paid In Capital & Retained Earnings
Debt Principal & Interest

Standard

1.5

3.50%

80%

1.75

45 days

3.0

2014

1.5

© 1,169,710

794,140

20.5%
690,464
3,370,978

42.2%
794,140
1,086,894

254.0%
792,436
312,000

59.9
423,357
2,578,542

6.1
423,357
1,491,718

312,000
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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. attesting
that the project costs will be funded in total or part by borrowing and the selected form of debt financing is
the lowest net cost available.

Attachment — 42A
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% Casa Nueva
D 1551 Wewatta Street
a l a ‘ . Denver, CO 80202-6173
® Tel: 303-405-2100

www.llavita.com

January 3, 2011

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
total estimated project costs and related costs will be funded in total or part by borrowing
because 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 1.5 times.

The selected form of debt financing for the project will be at the lowest net cost available.

SincererL /g/
Kent J. Thi/

Chief Executive Officer
DaVita, Inc.

Total Renal Care, Inc.
Joliet Dialysis, LLC

Subscribed and sworn to me
This 329 day of @mﬂgj, 2011

| Noitary Publi‘ % ) j

§  OFFICIAL SEAL"
‘ T N i Mot
i__ My Cmrqissi_oﬁi{ix;i‘i!rzso allql?fazi& 3
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Section X, Economic Feasibility Review Criteria
Criterion_1120.140(b), Conditions of Debt Financing

Attached at Attachment 42-A is a letter from Kent J. Thiry, Chief Executive Officer of DaVita, Inc. attesting
that the project costs will be funded in total or part by borrowing and the selected form of debt financing is

the lowest net cost available.

Attachment — 42B
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Section X, Economic Feasibility Review Criteria

Criterion 1120.310{c}, Reasonableness of Project and Related Costs

1. 1. The Cost and Gross Square Feet by Department is provided in the table below.

Table 1120.310(c) .
© COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE
A B Cc D E F G H
Department Total Cost
(iist below}) Cost/Square Foot Gross Sq. Ft. Gross Sq. Ft. Const. $ Mod. § (G +H)
New - Mod. New Circ.* Mod. Circ.” (AxC) (BxE)
ESRD $113.66 6,210 $705,840 | $705,840
Contingency $11.37 6,210 $70,584 $70,584
TOTALS $125.03 6,210 $776,424 | $776,424
* Include the percentage (%) of space for circulation

2. As shown in Table 1120.310(c) below, the project costs are below the State Standard.

- ' Table 1120.310(c)
Proposed State Standard Above/Below
) Project - State Standard
Modernization Costs $705,840 | $145 per gross square foot x Below State
6,210 gross square feet = Standard
$900,450
Contingencies $70,584 | 10 - 15% of Modernization Meets State
Costs = Standard

10 - 15% x $705,840 =
$70,584 - $105,876

Architectural/Engineering Fees $53,000 | 7.18 - 10.78% x Below State
' {Modernization Costs + Standard
Contingencies) =

7.18 — 10.78% x ($705,840 +
$70,584) =

718 -10.78% x 776,424 =
$55,747 - $83,699

Consulting and Other Fees $77.000 | No State Standard No State Standard

Moveable Equipment $466,527 | $39,945 per station Below State
$39,945 x 12 = Standard
$479,340

Attachment — 42C
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Section X, Economic Feasibility Review Criteria

Criterion 1120.310(d), Projected Operating Costs
Operating Expenses: $899,239

Treatments: 9,616

Operating Expense per Treatment: $93.51

112907.5
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Section X, Economic Feasibility Review Criteria

Criterion 1120.310(e), Total Effect of Project on Capital Costs

Capital Costs: $97,072
Treatments: 9,616 .

Capital Costs per Treatment:  $10.09

Attachment — 42E
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Section XI, Safety Net Impact Statement

1. This criterion is required for all substantive and discontinuation projects. DaVita, Inc. and its affiliates
are safety net providers of dialysis services to residents of the State of lllincis and submit the
following information regarding the amount of charity and Medicaid care provided over the most
recent three years.

Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patlents) 2007 2008 2009
Inpatient
Outpatient 8 10 19
Total 8 10 19
Charity {cost In dollars)
Inpatient
Cutpatient $244,745 $321,510 $597,263
Total $244,745 $321,510 $597,263
MEDICAID
Medicaid (# of patients) 2007 2008 2009
Inpatient
Qutpatient 204 214 220
Total 204 214 220
Medicald (revenue)
Inpatient
Qutpatient $6,929,985 $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
to cross-subsidize safety net services. As set forth throughout this application, the existing facilities
located within 30 minutes normal travel time of the proposed facility are quickly approaching the
HFSRB 80% standard utilization rate and are projected to be operating at 100% capacity prior to the
projected completion date of the proposed facility. The proposed facility is necessary to allow the
existing facilities to operate at their optimurn capacity while at the same time accommodating the
growing demand for dialysis services. Accordingly, the proposed dialysis facility will not impact other
general heaith care providers’ ability to cross-subsidize safety net services.

Also, minority patients groups and seniors are disproportionately affected by ESRD and by providing
improved access to ESRD care these vulnerable patients are better served.

3. The proposed project is for the establishment of a 12-station dialysis facility. There will be no
discontinuation of any services. Accordingly, this criterion is not applicable.

Attachment - 43
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Section Xll, Charity Care Information

The table below provides charity care information for all d|a|y5|s facilities located in the State of lllinois
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
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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 below, 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 Goed 22.25
Standing
2 | Site Ownership 26-35

3 | Persons with & percent or greater interest in the licensee must be
identified with the % of ownership.

' 4 | Organizational Relationships {Organizational Chart} Certificate of 26-40
Good Standing Efc.
5 | Flood Plain Requirements 41-43
6 | Historic Preservation Act Requirements 44-45
7 | Project and Sources of Funds Itemization 46
8 | Obligation Document if required N/A :
9 | Cost Space Requirements 47
10 | Discontinuation N/A
11 | Background of the Applicant 48-61
12 | Purpose of the Project 62-93
13 | Allernatives to the Project 94-103
14 | Size of the Project 104
15 | Project Service Utilization 105-112
16 | Unfinished or Shell Space 113
17 | Assurances for Unfinished/Shell Space 114
| 18 | Master Design Project N/A
19 | Mergers, Consolidations and Acquisitions N/A

Service Specific:

20 | Medical Surgical Pediatrics, Obsletrics, ICU
21 | Comprehensive Physical Rehabilitation

22 | Acute Mental lliness

23 | Neonatal intensive Care

24 | Qpen Heart Surgery

25 | Cardiac Catheterization

26 | In-Center Hemodialysis 114-145
27 | Non-Hospital Based Ambulatory Surgery

28 | General Long Term Care

29 | Specialized Long Term Careg

30 | Selected Organ Transplantation

31 | Kidney Transplantation

32 | Subacute Care Hospital Model

33 | 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 1 Availability of Funds 146-158
40 | Financial Waiver

41 j Financial Viability 168-300
42 ) Economic Feasibility 301-306
43 | Safety Net Impact Statement 307
44 | Charity Care Information 308
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