/5-029

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT OR] a4/ N #

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTRE@E [V ED

This Section must be completed for all projects. JUN 2 6 2015
Facility/Project Identification | HEALTH FACILITIES & ——
Facility Name: Highland Park Hospital SERVICES REVIEW BOARD

Street Address: 777 Park Avenue West
City and Zip Code: Highland Park, iL 60035
County: Lake Health Service Area Vil Health Planning Area: A-09 |

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

Exact Legal Name: NorthShore University HealthSystem
Address: 1301 Central Street Evanston, IL 60201
Name of Registered Agent: Gerald P. Gallagher

Name of Chief Executive Officer. Mark R. Neaman, CEO

CEO Address: 1301 Central Street Evanston, IL 60201
Telephone Number: 847/657-5800 :

Type of Ownership of Applicant/Co-Applicant

X Non-profit Corporation ] Partnership
(] For-profit Corporation O Governmental
] Limited Liability Company ] 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.

Primary Contact

[Person to receive all correspondence or inquiries during the review period]
Name: Jacob M. Axel

Title: President

Company Name: Axel & Assaciates, Inc.

Address: 675 North Court Suite 210 Palatine, IL 60067
Telephone Number:  847/776-7101

E-mail Address: jacobmaxel@msn.com

Fax Number: 847/776-7004

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

Name: Jesse Peterson Hall

Title: President

Company Name: Highland Park Hospital

Address: . 777 Park Avenue West Highiand Park, IL 60035
Telephodne Number: 847/432-8000 )

E-mail Address: jhali@northshore.org

Fax Number: 847/432-9305




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION

This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Highland Park Hospital

Street Address: 777 Park Avenue West

City and Zjp Code:

Highland Park, IL 60035

County: Lake

Health Service Area Vill Health Planning Area: A-09

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

Exact Legal Name:

NorthShore University HealthSystem d/b/a Highland Park Hospital

Address:

777 Park Avenue West Highland Park, IL 60035

Name of Registered Agent: Gerald P. Gallagher

Name of Chief Executive Officer:  Jesse Peterson Hall, President

CEOQ Address:

777 Park Avenue West Highland Park, IL 60035

Telephone Number:

847/432-8000

Type of Ownership of Applicant/Co-Applicant

X Non-profit Corporation ] Partnership
] For-profit Corporation O] Governmental
1 Limited Liability Company 1 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.

Primary Contact

[Person to receive all correspondence or inquiries during the review period]
Name: Jacob M. Axel

Title: President

Company Name: Axel & Associates, Inc.

Address: 675 North Court Suite 210 Palatine, IL 60067
Telephone Number:  847/776-7101

E-mail Address: jacobmaxel@msn.com

[Fax Number:

847/776-7004

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

Name: Jesse Peterson Hall

Title: President

Company Name: Highland Park Hospital

Address: 777 Park Avenue West Hightand Park, IL 60035

Telephone Number:

847/432-8000

E-mail Address:

jhali@northshore.org

Fax Number:

847/432-9305




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.gov or www.illinoisfloodmaps.org. This map must be in a readable
format. In addition please provide a statement attesting that the project complies with the requirements of
llinois Executive Order #2005-5 {http:/iwww.hfsrb.illinois.gov).

APPEND DOCUMENTAT ION AS ATTACHMENT -5, IN NUMERIC SEQUENTIAL ORDER AFTER TH
APPLICATION FORM. : . e i

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-6, IN NUMERIC SEQUENTIAL ORDER AFTER THE LA»
APPLICATION FORM. N B L F

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.]

[ ] Part 1120 Not Applicable

[[] Category A Project

X Non-substantive X Category B Project
] DHS or DVA Project

Substantive




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

The proposed project addresses the replacement of the hospital’s obstetrics-related services,
including its LDRPs, C-Section suite, and newborn (Level I) nursery, as well as a limited scope of

support services.

The project, as originally envisioned, had an anticipated a capital cost below the THFSRB
threshold, and as a result, the need to secure a CON Permit was not sought. The scope of the project has
since expanded, and now consists of six phases, allowing continuous operation of the obstetrics program
during renovation. With the expanded scope, the anticipated capital cost has escalated beyond the
ITHFSRB threshold, and the project, which is currently underway, requires a CON Permit. As of the
filing of this application, approximately $3,500,000 in project-related costs have been incurred.

The following summarizes the phases:

Phase 1: group 1 of LDRPs

Phase 2: group 2 of LDRPs

Phase 3: C-Section suite and group 3 of LDRPs

Phase 4: lobby, canopy, group 4 of LDRPs and half of nursery

Phase 5: support areas (lactation area, staff facilities, offices, etc.) and half of nursery
Phase 6: support areas

This is a non-substantive project because it does not propose the establishment or discontinuation
of a licensed health care facility or a category of service.




PROJECT COSTS AND SOURCES OF FUNDS

Clinical/ Non-Clinical/ | ,

Project Costs: Reviewable Non-Reviewable Total
Preplanning Costs $ 172,000 $ 40,000 $ 212,000
Site Survey and Soil Investigation $ 10,000 $ 5,000 $ 15,000
Site Preparation $ 336,000 $ 118,000 $ 454,000
Off Site Work $ 332,100 $ 117,900 $ 450,000
New Construction Contracts $ 582,000 $ 582,000
Modernization Contracts $ 6,708,265 $ 1,817,015 $ 8,525,280
Contingencies $ 231,180 $ 55,160 $ 286,340
Architectural/Engineering Fees $ 631,400 $ 275,600 $ 907,000
Consulting and Other Fees $ 491,000 $ 174,000 $ 665,000
Movable and Other Equipment $ 2,663,654 3 398,017 $ 3,061,671
Bond Issuance Expense
Net Interest Expense During Construction
Fair Mkt Value of Leased Space or Equip
Other Costs to be Capitalized 3 815,000 $ 815,000
Acqusition of Building or Other Property

TOTAL COSTS $ 11,575,599 $ 4,397,692 $ 15,973,291
Sources of Funds:
Cash and Securities $ 11,575,599 $ 4,397,692 $ 15,973,291
Pledges
Gifts and Bequests
Bond Issues
Mortgages
Leases (fair market value)
Government Appropriations
Grants
Other Funds and Sources

TOTAL FUNDS $ 11,575,599 $ 4,397,692 $ 15,973,291

\50’




Cost Space Requirements

Not applicable
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_lc_ih';?:zl' Gross Square Feet

New Vacated

Dept. / Area Cost Existing | Proposed Const. Modernized | Asls Space

REVIEWABLE
Medical Surgical
Intensive Care
Diagnostic
Radiology

MRI

Total Clinical

NON-
REVIEWABLE
Administrative
Parking

Gift Shop

Total Non-clinicat




Facility Bed Capacity and Utilization

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 |atest
Calendar Year for which the data are available. Include observation days in the patient day totals for each
bed service. Any bed capacity discrepancy from the Inventory will result in the application being deemed
incomplete. i

FACILITY NAME: Highland Park Hospital CITY: Highland Park, lllinois

REPORTING PERIOD DATES: From: January1,2014 to: December 31, 2014

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

Medicai/Surgical a3 . 4,609 21,263 none 93

Obstetrics 25 1,469 3,445 (10) 15

Pediatrics 6 193 293 none 6

Intensive Care 12 3956 3,278 none 12

Comprehehsive Physical

Rehabilitation

Acute/Chronic Mental Hliness 13 641 3,303 none 13

Neonatal Intensive Care

General Long Term Care

Specialized Long Term Care

Long Term Acute Care

Other ((identify)

TOTALS: 149 - 7,868 31,582 )] 139




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 in the 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 _ NorthShore University

HealthSystem__* 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.

ST R

SIGNATURE
ark R. Neaman

SIGNATURE
Gerald P. Gallagher

S FAP /ge;z/

PRINTED NAME
President & CEO

PRINTED NAME
Chief Operating Officer

PRINTED TITLE

Notarization:
Subscribed and sworn to before me

this J 7 day of 9544‘ 2015

PARBARA M AUSTIN
NOTARY PUBLIC - STATE OF ILLINOIS
MY COMMISSION EXPIRES:01/03/16

PRINTED TITLE

Notarization:
Subscribed and sworn to before me
this I day oféum.& J01%

Signatug ;
OFFICIAL SEAL
PARBARA M AUSTIN

NOTARY PUBLIC - STATE OF ILLINOIS
MY COMMISSION EXPIRES:01/03/16

P2 XN IDANAA

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

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

This Application for Permit is filed on the behalf of _NorthShore University HealthSystem

d/b/a Highland Park Hospital___* 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.

@/mﬁ 4 77€mw—~ L«/\L@Mz—ﬂéﬂ/ [

ATURE vATURE
Mark R. Neaman esse Peterson Hall
PRINTED NAME PRINTED NAME
President & CEO President, Highland Park Hospital
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:
Subscribed and sworn to before me Subscrihed and sworn to before me

this [11%_ day of 94@1,30[5 this _/8% day of

2

Signatue of Notar@FFICIAL SEAL
3 PARBARA M AUSTIN

Signatyre ofN :
[
Seal NANCY L LENTSCH i
§

4
Seal § NOTARY PUBLIC - STATE OF ILLINOIS

$ MY COMMISSION EXPIRES:01/03/16 :’ NOTARY PUBLIC . STATE OF LLINOIS §
y | MY COMMISSION EXPIRES0727/15  §

PN ARAIAANAANA
o A AAANRA PN

*Insert EXACT legal name of the applicant ~ VWAWAAWAARRRRTTTT




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

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

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

READ THE REVIEW CRITERION and provide the following required information:

BACKGROUND OF APPLICANT

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

2. A certified listing of any adverse action taken against any facility owned and/or operated by the applicant
during the three years prior 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 fulfill the information requirements of
this criterion. In such instances, the applicant shall attest the information has been previously provided, cite
the project number of the prior application, and certify that no changes have 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/or clarify data. .

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 other, per the applicant’s definition.

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

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

5. Detail how the project will address or improve the previously referenced issues, as welt 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 modernization, 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.

//




ALTERNATIVES
1) Identify ALL of the alternétive_s to the proposed project:
Alternative options must inciude:
A) Proposihg a project of greater or lesser scope and cost;
B) Pursuing a joint venture or similar arrangement with one or more providers or

entities to meet all or a portion of the project's intended purposes; developing
alternative settings to meet all or a portion of the project's intended purposes;

C) Utilizing other health care resources that are available to serve all or a portion of
the population proposed to be served by the project; and
D) 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, quality and financial
benefits in both the short term (within one to three years after project completion) and long
term. This may vary by project or situation. FOR EVERY ALTERNATIVE IDENTIFIED
THE TOTAL PROJECT COST AND THE REASONS WHY THE ALTERNATIVE WAS

REJECTED MUST BE PROVIDED.

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

/Z




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 dﬁe to the scope of services provided, justified by clinical or operational
needs, as supported by published data or studies;

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

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

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

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

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 lll. 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 tabie must be provided in the following format with Attachment 15.

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

/7




UNFINISHED OR SHELL SPACE:

Provide the foliowing information:
1.

2.

4. Provide:

NOT APPLICABLE, NO SHELL SPACE

Total gross square footage of the proposed shell space;

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

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.

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 &
{APPLICATION FORM;

ASSURANCES:

Submit the following:

1.

NOT APPLICABLE, NO SHELL SPACE

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

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

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

)4




SECTION VIl - SERVICE SPECIFIC REVIEW CRITERIA

A. Criterion 1110.530 - Medical/Surgical, Obstetric, Pediatric and Intensive Care

1. Applicants proposing to establish, expand and/or modernize Medical/Surgical, Obstetric,
Pediatric and/or Intensive Care categories of service must submit the following
information:

2. _Indicate bed capacity 6hanges by Service: Indicate # of beds changed by
action(s):

Category of Service s

[ ] Medical/Surgical

X Obstetric 25 15

[ ] Pediatric

] Intensive Care

3. READ the applicable review criteria outlined below and submit the required
documentation for the criteria:

APPLICABLE REVIEW CRITERIA Establish | Expand | Modernize
1110.530(b)(1) - Planning Area Need - 77 lli. Adm. Code 1100 X
{formula calculation)
1110.530(b)(2) - Planning Area Need - Service to Planning Area X X
Residents
1110.530(b)(3) - Planning Area Need - Service Demand - : X

Establishment of Category of Service

1110.530(b)(4) - Planning Area Need - Service Demand - Expansion X
of Existing Category of Service

1110.530(b)(5) - Planning Area Need - Service Accessibility X

1110.530(c)(1) - Unnecessary Duplication of Services X

1110.530(c)(2) - Maldistribution X X
1110.530(c)(3) - Impact of Project on Other Area Providers X

1110.530(d)(1) - Deteriorated Facilities X
1110.530(d)(2) - Documentation X

/S




APPLICABLE REVIEW CRITERIA Establish | Expand | Modernize
1110.530(d)(3) - Documentation Related to Cited-Problems X
1110.530(d)(4) - Occupancy X
110.530(e) - Staffing Availability X X

1110.530(f) - Performance Requirements X X X
1110.530(g) - Assurances X X X
AP:PEN D N

" APPLICATION FORM

/¢




0. Criterion 1110.3030 - Clinical Service Areas Other than Categories of Service

1. Appliéants proposing to establish, expand and/or modernize Clinical Service Areas Other than
Categories of Service must submit the following information:

2. Indicate changes by Service: Indicate # of key room changes by action(s):
# Proposed:
- Key Rooms
C-Section 2 2
3. READ the applicable review criteria outlined below and submit the required documentation

for the criteria:

PROJECT TYPE

REQUIRED REVIEW CRITERIA

New Services or Facility or Equipment

(b) -

Need Determination -
Establishment

Service Modernization

(e)(1) -

Deteriorated Facilities

and/or
(c)(2) - Necessary Expansion
PLUS
{C)(B)A) - Utilization - Major Medical
Equipment
Or

(c)(3)(B) -

Utilization — Service or Facility

{E:LAST PAGE OF THE

/7




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 Criteria
e Section 1120.130 Financial Viability — Review Criteria
e 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 estimated total
project cost plus any related project costs by providing evidence of sufficient financial resources from the following
sources, as applicable: Indicate the dollar amount to be provided from the following sources:

a) Cash and Securities ~ statements {e.g., audited financial statements, letters from financial
$15,973,291 institutions, board resolutions) as to:

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

2) interest to be earned on depreciation account funds or to be earned 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 receipts and related fundraising
expenses, and a discussion of past fundraising experience.

c) Gifts and Bequests — verification of the dollar 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
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 obligation bonds, proof of passage of the required referendum or
evidence that the governmental unit has the authority to issue the bonds and
evidence of the dollar amount of the issue, including any discounting
anticipated;

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

3) For mortgages, a letter from the prospective 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 mortgage, such as, but not
limited to, adjustable interest rates, balloon payments, etc.;

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

5) For any option to lease, a copy of the option, including 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. {f 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;

[¢)] All Other Funds and Sources - verification of the amount and type of any other funds that will be
used for the project.

$15,973,291 TOTAL FUNDS AVAILABLE




IX. 1120.130 - Financial Viability

NOT APPLICABLE, PROOF OF “A” BOND RATING PROVIDED

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

Financial Viability Waiver

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

1. “A” Bond rating or better

2. A]l of the projects capital expenditures are completely funded through internal sources

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

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

See Sectlon 1120.130 Financial Waiver for information to be provided
' - ‘ \CHN 371N NUMERIC: SEQUEN'HAL ORDER AFTER THE LAST

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 hospitals, the system's viability ratios shall be evaluated for conformance with the
applicable hospital standards.

Current Ratio

Net Margin Percentage

Percent Debt to Total Capitalization

Projected Debt Service Coverage

Days Cash on Hand

Cushion Ratio

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

2. Variance

Applicants not in compliance with any of the viability ratios shall document that another organization,
public or private, shall assume the legal responsibility to meet the debt obligations should the
applicant default.

\
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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)

2)

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

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

B. Conditions of Debt Financing

NOT APPLICABLE, DEBT WILL NOT BE INCURRED

This criterion is applicable only to projects that invoive 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 mortgage,
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 Sq. Ft. Const. $ Mod. $ Cost
New Mod. New Circ* Mod. Circ.* (AxC) (BxE) (G +H)
Contingency
TOTALS

* Include the percentage (%) of space for circulation
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D. Projected Operating Costs

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

E. Total Effect of the Project on Capital Costs

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

DOCUMENTATION:




Xl Safety Net Impact Statement

NOT APPLICABLE, PROJECT IS NON-SUBSTANTIVE
AND DOES NOT INVOLVE DISCONTINUATION

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

1. The project's material impact, if any, on essential safety net services in the community, to 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
lliinois Community Benefits Act. Non-hospital applicants shall report charity care, at cost, in accordance with an appropriate
methodology 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-
hospital applicants shall provide Medicaid information in a manner consistent with the information reported each year to the lllinois
Department of Public Heatth regarding "Inpatients and Qutpatients Served by Payor Source" and "Inpatient and Outpatient Net
Revenue by Payor Source" as required by the Board under Section 13 of this Act and published in the Annua! 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
Outpatient
Total
Charity (cost In dollars)
Inpatient
Qutpatient
Total
MEDICAID
Medicaid (# of patients) Year Year Year
Inpatient
Qutpatient
Total
Medicaid (revenue)
Inpatient
Outpatient

Total




Xil. Charity Care Information

FEharity Care information MUST be furnished for ALL projects.

A table in the foillowing format miust be provided for ali facilities as part of Attachiment 44.

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 Winois. If
charity care costs are reported on a consolidated basis, the applicant shall provide documentation as to the cost of charity
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 facility, it shall submit the facility's projected patient mix by payer source, anticipated
charity care expense and projected ratio of charity care to net patient revenue by the end of its second year of cperation.

Charity care” means care provided by a heaith 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.

CHARITY CARE
2012 2013 2014
Net Patient Revenue $228,495,676 $240,527,400 $253,782,530
Amount of Charity Care (charges) $10,997,224 $10,891,725 $9,844 211
Cost of Charity Care ' $3,444 793 $3,312,542 $2,714,384

N
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File Number 0567-540-5

To all to whom these Presents Shall Come, Greeting:

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

NORTHSHORE UNIVERSITY HEALTHSYSTEM, A DOMESTIC CORPORATION,
INCORPORATED UNDER THE LAWS OF THIS STATE ON DECEMBER 04, 1891, APPEARS
TO HAVE COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS
A DOMESTIC CORPORATION 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 10TH
day of OCTOBER A.D. 2014

Authentication #: 1428301484 er/

Authenticate at: hitp./iwww.cyberdriveiliinois.com

SECRETARY OF STATE

ATTACHMENT 1

CHI:2872068.2
2
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=NorthShore

Jesse Peterson Hall, FACHE
President

University HealthSystem

Highland Park Hospital

Illinois Health Facilities and
Services Review Board
Springfield, IL

To Whom It May Concern:

777 Park Avenue West
Highland Park, IL 60035
www.northshore.org

(847) 480-2818
(847) 432-9305 Fax
jhall@northshore.org

Please be advised that the Highland Park Hospital site, located at 777 Park Avenue West
in Highland Park, Illinois, is owned by NorthShore University HealthSystem.

v

Sincerely,

2 ( f,{ /
JeSse Peterson Hall
President

Date: Juwe V1. 2014

Notarized:

A Teaching Affiliate of
the University of Chicago
Pritzket School of Medicine

AR AATARAIAAAAAAANAANARAAT
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OFFICIAL SEAL
NANCY L LENTSCH
NOTARY PUBLIC - STATE OF ILLINCIS
MY COMMISSION EXPIRES:07/27T1S
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ATTACHMENT 2
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Jesse Peterson Hall, FACHE

=NorthShore

Unlver51ty HealthSystem
777 Park Avenue West

Highland Park, IL 60035

Highland Park ﬂﬁspiﬁaﬁ www.northshore.org

(847) 480-2818
(847) 432-9305 Fax
jhall@northshore.org

Illinois Health Facilities
and Services Review Board
Springfield, IL

To Whom It May Concern:

I hereby certify that the Highland Park Hospital campus is not located in a special flood
hazard area.

2 el

Je$se Peterson Hall
President

Date: ::EM/\Q H’( 7~ | $

Notarized: % % W

2 ABATEALRAAAARAAAATAAN
ANAAAAANIIN

OFFICIAL SEAL 5
NANCY L LENTSCH :
NOTARY PUBLIC - STATE OF ALINOIS
MY COMMISSION EXPIRESO7/2TN5 4

NPT

Sincerely,

ARANS

MANAAANANS
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. . ATTACHMENT 5
A Teaching Affiliate of

the University of Chicago i et 2
Pritzker School of Medicine Jéésp{itals: Evanston « Glenbrook + Highland Park - Skokie
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Axel & Associates, Inc.

- MANAGEMENT CONSULTANTS

June 1, 2015

Rachel Leibowitz, Ph.D.

Deputy State Historic Preservation Officer
lllinois Historic Preservation Agency

1 Old State Capitol Plaza

Springfield, IL 62701-1507

RE: Proposed Hospital Modernization
NorthShore Highland Park Hospital
Highland Park, IL

Dear Dr. Leibowitz:

I am in the process of developing a Certificate of Need application, to be filed with the
Illinois Health Facilities Services and Review Board, and I am in need of a determination

of applicability from your agency.

The project pfimarily consists of renovation, but does include the demolition of a small
single-story addition to the hospital (see enclosed photo) that appears to be approximately
thirty years old. I do not believe there to be any structures of historical significance in the

vicinity.
I have enclosed a map of the site and photographs for your review.

A letter from your office, confirming that the Preservation Act is not applicable to this
project would be greatly appreciated.

Should you have any questions, I may be reached at the phone number below.

Sincerely,

/ ob M. Axel
/" President

enclosures (photographs and map)

ATTACHRNENTS6
T Y CTRVIE N T

675 North Court, Suite 210 Phone (847) 7767101
Palatine, lllinois 60067 2 ? Fax (847) 776-7004




PROJECT COSTS

Preplanning costs
feasibility assessment
evaluation of alternatives
misc./other

Site Survey and Soil Investigation
survey
soil evaluation

Site Preparation
removal of drive and walkway
signage
landscaping
grading and earthwork
misc./other

Off-Site Work
roadway construction
walkway construction

New Construction
canopy and entryway

Modernization
renovation to existing facilities

Contingencies
new construction-related
renovation-related

4

L4

s s s

$

&

80,000
70,000

20,000

8,000

7,000

175,000
60,000
100,000
80,000

39,000

400,000

50,000

582,000

8,525,280

12,000

274,340

$ 170,000
$ 15,000
$ 454,000
$ 450,000
$ 582,000
$ 8,525,280
$ 286,340

ATTACHMENT 7




PROJECT COSTS

Architectural and Engineering Fees
design
regulatory agency interaction
monitoring
misc./other

Consulting and Other Fees
project management
interior design
traffic engineer
insurance
local permitting
CON process
equipment planning
operational consulting
misc./other

Movable and Other Equipment
please see attached list

(note: list excludes 7% for delivery and set-up)

Other Costs to be Capitalized
fagade removal and replacement

relocation of stair tower
2nd floor slab removal

3/

AR -]

CeaR A A A AR R 4

@ A

650,000
50,000
80,000

127,000

300,000
50,000
15,000
20,000
40,000
90,000
50,000
40,000

60,000

480,000
145,000

190,000

$ 907,000
$ 665,000
$ 815,000

ATTACHMENT 7




Highland Park Hospital LDRP Renovation
Conceptual Equipment Estimate
6/17/2015
Signs $ 20,000.00 1 20,000.00
Keys, Locks, & Special Hardware $ 17,800.00 1 $ 17,800.00
Video Conferencing System $ 50,000.00 1% 50,000.00
Artwork N D O B
In Room Art] $ 400.00 24] $ 9,600.00
Corridor Art $ 650.00 25 % 16,250.00
[Furnitire . .- N Y T Y ‘
Staff Lounge/ Conference- Table g 1,800.00 2] ¢ 3,600.00
Staff Lounge/Conference- Chairs $ 400.00 12| $ 4,800.00
Keyboard Trays g 250.00 25| $ 6,250.00
Task Chairs $ 700.00 25/ $ 17,500.00
Ped Files| $ 250.00 25| $ 6,250.00
Patient Side Chair $ 650.00 44{ $ 28,600.00
Patient Recliner $ 3,500.00 22] $ 77,000.00
Family Sleeper $ 3,500.00 22( $ 77,000.00
Office Set-up $ 4,500.00 6| % 27,000.00
On Call Room Set-up| $ 4,500.00 3% 13,500.00
Family Waiting Area Seating 5 3,500.00 12| $ 42,000.00
Bed Side Table $ 500.00 22| ¢ 11,000.00
Coffee Tables $ 1,000.00 4] $ 4,000.00
Medical Equipment B R N T T
Over Bed Table $ 1,200.00 23] $ ,600.00
Patient Bed $ 12,500.00 21| % 262,500.00
Basinetts $ 2,500.00 22| $ 55,000.00
Warmer $ 7,500.00 3[$ 22,500.00
Ohio Bed $ 15,000.00 5% 75,000.00
Strecher $ 5,000.00 2[ % 10,000.00
Nurse Call System $ 8,500.00 23] $ 195,500.00
Nurse Call Head End & Accssories $ 40,000.00 3 40,000.00
Surgical Lights & Booms $ _ 260,000.00 20 s 520,000.00
Surgical Table $ 85,000.00 2l'$ 170,000.00
Procedure Lights $ 6,500.00 4] $ 286,000.00
Headwalls| $ 6,500.00 24| $ 156,000.00
Bp Cuff| $ 150.00 | . 30] ¢ 4,500.00
Thermometer $ 200.00 30| $ 6,000.00
Equipment R F R R R R
Upright Refrig Freezer $ 1,000.00 2| $ 2,000.00
Microwave 4 1,000.00 1] % 1,000.00
Coffee Maker $ 750.00 i $ 750.00
Ice Maker| $ 7,500.00 il $ 7,500.00
Televisions $ 1,800.00 24] $ 43,200.00
High Density Clean Supply Storage $ 15,000.00 2] $ 30,000.00
Kan Ban Carts $ 1,500.00 22[ % 33,000.00
Misc Equipment] $ 2,500.00 5] % 12,500.00
Nurse Servers $ 7,500.00 1] $ 7,500.00
Paper towel $ 15.00 750 ¢ 1,125.00
Soap $ 15.00 75 $ 1,125.00
Gel $ 15.00 75] $ 1,125.00
Blanket Warmer $ 7,500.00 3[ % 22,500.00
Innerwireless| g 3.50 | 26000] $ 91,000.00
Security Systems $ 3.50 [ 26000] $ 91,000.00
Communication/ IS, .t o 0 e T e e e g R e
Phones $ 600.00 30| $ 18,000.00
Vocera $ 600.00 20] $ 12,000.00
Computers E 1,500.00 5| $ 7,500.00
Weiss g 1,500.00 25 37,500.00
Printer/fax $ 4,500.00 3l ¢ 13,500.00
Jetsons 3 8,500.00 10| $ 85,000.00
Data Closet $ 75,000.00 1] ¢ 75,000.00
Lodgenet| $ 200.00 24] $ 4,800.00
< DLd . 50 D
ATTACHMEAE) 2615

Skokie IL, 60077
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777 Park Avenue West
Highland Park, IL 60035

(AT CEGECEENS

r<_|r'

3¢

i DISPLAY THIS PART IN A

CONSPICUCUS PLACE

Exp. Date 12/31/2015
Lic Number 0005066

Date Printed 11/25/2014

Highland Park Hospital

777 Park Avenue West
Highland Park, it. 80035
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FEE RECEIPT NC.
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] J. P. Gallagher, FACHE
= YorthShore

i it HealthSystem
University y 1301 Central Street

Evanston, IL 60201
www.northshore.org

June 19, 2015 (847) 570-5151
(847) 570-5179 Fax

Jjgallagher@northshore.org

Ms. Courtney Avery
Illinois Health Facilities

and Services Review Board
525 West Jefferson
Springfield, IL 62761

Dear Ms. Avery: -

In accordance with Review Criterion 1110.230.b, Background of the Applicant, we are
submitting this letter assuring the Illinois Health Facilities and Services Review Board that:

1. NorthShore University HealthSystem does not have any adverse actions against any
facility owned and operated by the applicant during the three (3) year period prior to the
filing of this application, and

2. NorthShore University HealthSystem authorizes the State Board and Agency access to
information to verify documentation or information submitted in response to the
requirements of Review Criterion 1110.230.b or to obtain any documentation or -
information which the State Board or Agency finds pertinent to this application.

If we can in any way provide assistance to your staff regarding these assurances or any other
issue relative to this application, please do not hesitate to call me.

Sincerely, |
Gérald P. Gallagher
Chief Operating Officer

ATTACHMENT 11
A Teaching Affiliate of

the University of Chicago 7,(
Pritzker School of Medicine Hosp‘?tals + Medical GQroup - Research Institute + Foundation




PURPOSE OF THE PROJECT

The purpose of the proposed project is to modernize Highland Park Hospital’s obstetrics-
related facilities, and particularly its patient rooms which currently operate and will continue to
operate as labor-delivery-recovery-post-partum rooms (LDRPs). The existing obstetrics-related
facilities have a number of design-related deficiencies, each of which will be cofrected through
the proposed project, including: 1) the unit lacks appropriate support space, and has patient
rooms insufficiently sized for the contemporary delivery of this service, including the easy
placement of a bassinette in the room; 2) the C-Section suite consists of procedure rooms that are
under-sized by contemporary standards, and lacks adequate support space; and 3) the unit is
difficult to access from the hospital’s entrance. As a result of addressing these deficiencies, the

proposed project will imprové the health care and well-being of the population traditionally

served by the hospital.

It is not anticipated that HPH’s obsfetrics market area will substantially change as a result
of this project, with the vast majority of patients continuing to come from Lake County and far
northeastern Cook County. The table on the following page identifies the ten ZIP Code areas

that accounted for over 50% of HPH’s obstetrics admissions during 2014.

ATTACHMENT 12
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ZIP Code
60035
60085
60089
60060
60015
60031
60073
60061
60062
60030

Community
Highland Park
Waukegan
Buffalo Grove
Mundelein
Deerfield
Gurnee
Round Lake
Vernon Hills
Northbrook
Grays Lake
other

Cumulative
% %
6.94%  6.94%
6.66% 13.60%
6.12% 19.72%
5.55% 25.28%
5.08% 30.36%
492% 35.28%
4.35% 39.63%
420% 43.83%
4.10% 4793%
3.82% 51.75%
48.25% 100.00%

The success of the project will be immediately measurable through post-discharge

surveys completed by patients, which, it is anticipated, will identify a higher level of patient

satisfaction with the facility.

37
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ALTERNATIVES

The primary purpose of the proposed project is to modernize Highland Park Hospital’s
obstetrics-related facilities. This is being addressed through the phased renovation of the areas

currently used for those services, while maintaining the program’s operation.

Three alternatives were considered:

The first alternative involved the construction of an addition to the hospital to house
replacement obstetrics-related services. This alternative was dismissed because of the limited
space that is available for expansion, and because the capital cost associated with this alternative
would exceed that of the proposed project by 30-35%. The advantage of this alternative would
have been the reduced project time because of the elimination of the need to phase the project.
Had this alternative been selected, the operating costs, quality of care provided, and access to

care would have been very similar to that of the proposed project.

The second alternative considered involved the suspension of the hospital’s obstetrics
service while the proposed multi-phase project was undertaken as a single project. The primary
benefits of this alternative would be the reduced project length, and the associated reduction in
renovation-related costs resulting from the phased approach. This alternative was dismissed
because NorthShore University HealthSystem has consolidated its obstetrics services into only
two of its hospitals, Evanston Hospital and HPH. Sufficient capacity does not exist at Evanston
Hospital to accommodate the HPH caseload, and had capacity been available, accessibility
would have been compromised. Had this alternative been selected, a minimal reduction in
operating costs would be anticipated during the construction period, with those costs returning to
those of the proposed project following construction, and the quality of care would have been

very similar to that of the proposed project.

The third alternative considered was to do only minimal/cosmetic renovation to the areas,
rather than essentially replace the services, as is being proposed. The capital costs associated

with this alternative would have been significantly less than those of the proposed project, while-

ATTACHMENT 13
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the operating costs, access and quality of care would have been very similar. This alternative

was dismissed because it did not meet the goals and objectives of the project.

ATTACHMENT 13
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SIZE OF PROJECT

The proposed project includes three clinical areas that have IHFSRB-adopted space
standards, and as identified in the table below, each of those standards is met. As a result, the

planned space is necessary and not excessive.

PROPOSED STATE MET
DEPARTMENT/SERVICE DGSF STANDARD DIFFERENCE STANDARD?
LDRPs/OB Unit 13,091 24,000 (10,909) YES
Level | Nursery 1,098 2,400 (1,302) YES
C-Section Suite 4,421 3,965 (456) YES

ATTACHMENT 14




PROJECT SERVICES UTILIZATION

The proposed project involves only two services, functions or equipment that have

associated utilization targets adopted by the IHFSRB: obstetrics beds and the C-Section suite.

Obstetrics Beds

Highland Park Hospital currently operates an obstetrics program consisting of 25 beds,
each of which is located in a labor-delivery-recovery-post-partum room (LDRP). Through the
proposed project, the number of LDRPs will be reduced to 15. No “traditional” labor-delivery-

recovery rooms or “traditional” post-partum rooms are or will be provided.

Highland Park Hospital has reversed a downward trend in obstetrics admissions, and in
2014, a 15.2% increase in obstetrical admissions over the hospital’s 2013 level was experienced.

In addition, data for the first four months of 2015 identify a 5.4% increase over the same period

in 2014. This reversal is the direct result of two factors: the addition of obstetricians to the

hospital’s Medical Staff, and the changing demographics in the hospital’s obstetrics service area.
Since October 2014, 8 obstetricians have joined the Medical Staff, and since April 2013, 21
obstetricians have joined the hospital’s Medical Staff. This increase in the number refeniﬁg
obstetricians took place during a period in which the service area’s 20-39 age-group population
has experienced growth, and that growth is anticipated to continue. A ZIP Code-specific
analysis based on the population estimates and projections developed by GeoLytics for the 20-39
age-group population of the ten ZIP Code areas having the greatest number of obstetrics patients
admitted to HPH during 2014 reveals significant growth. Within those ZIP Code areas, which
accounted for 51.75% of HPH’s 2014 obstetrics admissions, the population is projected to
increase by 11.4% between 2013 and 2018.

4/
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The applicants anticipate that the 5.4% increase in utilization experienced during the first
four months of this year will continue for the remainder of the year, resulting in approximately
1,461 admissions this year. For planning purposes, utilization is conservatively anticipated’ to
increase by 3% a year in 2016 and 2017, and 2% a year through the second year following fhe

project’s completion, as a result of both growth in the medical staff and, importantly, the

demographics discussed above.

C-Section Suite

In 2014, 409 C-Sections were performed at Highland Park Hospital. The resultant C-
Section rate was 29.0%, slightly lower than the planning area and the State. That rate is
anticipated to remain constant through the second year following the project’s completion. As a
result, in 2020, approximately 470 C-Sections are projected to be performed. Two C-Section
rooms are included in the project because of: 1) the frequency with which both of the hospital’s
existing rooms are simultaneously in use, and 2) the distance between the unit and the surgical

suite, making the use of an operating room as a “back-up” impractical.

2014
Dept./ Historical PROJECTED STATE MET
Service Utilization UTILIZATION STANDARD STANDARD?
{Patient Days) (patient days)
(TREATMENTS) YEAR1 YEAR 2
OB/LDRPs 3,250 3,780 3,856 3,832 YES
C-Section 409 460 470 801 NO
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CATEGORY OF SERVICE MODERNIZATION

The applicants propose to modernize Highland Park Hospital’s obstetrics category of
service through the renovation of the existing unit and the discontinuation of 10 beds. The unit
will continue to operate as one providing all labor-delivery-recovery-post-partum (LDRP)
rooms. While the hospital has been diligent in meeting all applicable accreditation standards and
licensure and life safety codes, the unit 1s generally dated, lacks the support space found in

contemporary units, and is under-sized by contemporary standards.

As addressed in ATTACHMENT 15, the proposed 15-bed unit is anticipated, consistent
with THFSRB standards, to operate above the target occupancy level by the second year

following the project’s completion.
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[ Jesse Peterson Hall, FACHE
=NorthShore

University HealthSystem

777 Park Avenue West
Highland Park, IL 60035

Highland Park Hospital www.northshore.org

(847) 480-2818
(847) 432-9305 Fax
jhall@northshore.org

June 19, 2015

Illinois Health Facilities
and Services Review Board
Springfield, IL

To Whom It May Concern:

Please be advised that it is the anticipation of the applicants that the obstetrics unit proposed to
be modernized at Highland Park Hospital will operate at or above the IHFSRB’s target
utilization rate by the second year of operation, following the opening of the unit.

Sincerely,

\/;«/—e, /Q/L\AH/

Jesse Peterson Hall

President
§  OFFICIALSEAL 3
3 NANCY L LENTSCH $
$  NOTARY PUBLIC - STATE OF ILLINOIS  §
$ MY COMMISSION EXPIRES.07/27/15  §
P AAAAAAAAMAAAAAAAAAAAAAAAA
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CLINICAL SERVICE AREAS OTHER THAN CATEGORIES OF SERVICE

The proposed project addresses the modernization of only one clinical area that is not an

IDPH-designated category of service, but for which a utilization standard has been identified, the

hospital’s C-Section suite.

Through diligent monitoring and routine minor renovations, the areas addressed through
the proposed project, including the C-Section Suite, have remained compliant with applicable
life safety codes and licensure and accreditation requirements. The areas have, however, become

dated, lack support space and no longer meet contemporary standards.

The hospital’s existing C-Section suite consists of two procedure rooms, and the
proposed suite will also consist of two procedure rooms. The existing two procedure rooms are
only 315 square feet, each, well below contemporary standards, and the suite lacks storage space.
In contrast, the proposed procedure rooms will be 472 square feet in size, and support space such
as an anesthesia work room, a clean equipment and supply storage room, and a soiled utility

room will be provided in the suite.

Based on projected births and the hospital’s C-Séction rate, it is anticipated that
approximately 470 C-Sections will be performed during the second year, following the project’s
completion. While this level of utilization is below the target utilization level, it has been the
hospital’s experience that the existing two procedure rooms are frequently in use simultaneously,
and unlike some hospitals, the distance between the obstetrical areas and the surgical suite render

the use of an operating room for C-Sections impractical.
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INVESTORS SERVICE

Rating Update: Moody's affirms NorthShore University HealthSystem's (IL) Aa2
and Aa2/VMIG 1; cutlook stabie

Global Credit Research - 07 Qct 2014

Action affects $300M of debt

ILLINOIS FINANCE AUTHORITY
Hospitals & Health Service Providers
IL

Opinion

NEW YORK, October 07, 2014 —Moody's Investors Service has affirmed the Aa2 and Aa2/VMIG 1 bond ratings
on NorthShore University HealthSystem's (NorthShore) outstanding bonds as listed in the RATED DEBT section.
The rating outlook is stable.

SUMMARY RATINGS RATIONALE

The Aa2 long-term rating is based on NorthShore University HealthSystem's good geographic coverage with four
hospitals in attractive service areas and a close integration with a large physician group, very advanced T
strategy, strong investment position that supports a moderate debt load, and recent rebound in operating margins.
Challenges include the presence of competition and heightened consolidation activities in the broader service
area, and a comparatively less liquid asset allocation. The VMIG 1 short-term rating is based on the provision of
standby bond purchase agreements with several banks to support unremarketed tenders of variable rate bonds,
as listed below.

NorthShore and Advocate Health Care (Aa2 stable) announced their intention to merge, which is credit positive for
both organizations as they combine to form Advocate NorthShore Health Partners. The systems' aligned
strategies, proven management, and strong financial resources will position the new organization to meet the
challenges of a rapidly changing industry. The combination, expected to close the beginning of CY 2015, will
create the largest health system in lllinois and one of the largest among Moody's-rated health systems nationally
with almost $7 billion in total revenue. Because the transaction has not yet closed, it is not incorporated into the
current credit assessment.

STRENGTHS

*NorthShore maintains a strong balance sheet position with 289 days of cash on hand and 363% cash-to-debt as
of June 30, 2014.

*The system has a leading market share of 22% in an attractive service area with a large commercial patient base.
The system's strong market position and patient demand is supported by a centralized and integrated patient care
model, a large consolidated employed multi-specialty and primary care medical group, and very advanced
information technology capabilities.

*The debt position is low, resulting in strong adjusted debt measures including a favorably low 20% debt-to-
operating revenue and 1.2 times debt-to-cashflow and very strong 12.9 times peak debt service coverage based
on 9-month annualized fiscal year 2014 results. There are no plans for additional debt.

“The system quickly implemented initiatives to improve operating performance through nine months of fiscal year
2014 to a solid 11.4% operating cashflow margin.

*NorthShore has manageable debt structure risks with almost 500% cash-to-demand debt and diversification of
banks and facility expiration dates, which mitigates a relatively high 66% variable rate debt exposure (as of fiscal
year end 2013).

CHALLENGES
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*Cash and investments are comparatively less liquid with 59% available monthly, driven by a 30% allocation to
alternative investments (as of fiscal year end 2013)

*The systermn faces competition from several hospitals in the broader service area and there has been an increase
in the pace of consolidation across the region.

DETAILED CREDIT DISCUSSION

LEGAL SECURITY: The bonds are unsecured obligations of the Corporation, which includes Evanston Hospital,
Glenbrook Hospital, Highland Park Hospital, and Skokie Hospital.

INTEREST RATE DERIVATIVES: None
RECENT DEVELOPMENTS/RESULTS

NorthShore maintains a solid market position and good geographic coverage in an attractive service area, despite
competition and increasing hospital consolidation in the secondary service area. NorthShore maintains a leading
and generally stable market share of approximately 22% in a 50-zip code area centered around Evanston, IL and
the area narth and west of Evanston.

The system benefits from its tightly integrated model comprised of four hospitals, a large 900-physician employed
medical group, and an independent practice association (IPA) which includes the medical group and 500 affiliated
physicians. The system continues to advance key strategic initiatives, including physician alignment, ambulatory
growth, and information technology. NorthShore's employed and aligned physician model has been a consistent
strategy for many years, enabling the development of a highly integrated and consolidated physician staff and
platform to integrate new physicians into the organization quickly and efficiently.

NorthShore's very advanced information technology strategies and investments have supported the system's
strategies related to physician alignment, quality of patient care and clinical outcomes, and building a distinct brand
based on a uniform customer experience. Additionally, these capabilities position the system to meet the goals of
healthcare reform, providing higher quality at a lower cost, and position the system for population management.
NorthShore fully implemented electronic medical records ten years ago, which allows standardized clinical
protacols, centralized scheduling, electronic scheduling, among other benefits that aim to improve quality of care
and patient satisfaction. Among the leading health systems in the country, NorthShore is now on the forefront of
developing data analytics capabilities, including the ability to do predictive modeling of patient populations.

Fiscal year 2013 ended as expected with a 8.6% operating cashflow margin, based on nine-month performance
that was the basis for the last report. The decline from 2012 was driven by inpatient volume declines, higher costs
related to physician practice acquisition, and higher insurance expenses.

The system responded to lower margins quickly and effectively, as reflected in significant operating improvement
through nine months of fiscal year 2014. Through nine months, admissions declined by 2.5%; including
observation cases, total inpatient volume was up 0.4%, which is generally better than the trend in the broader
market. Excluding investment income (which the system includes as support for operations as part of a spending
rate policy), operating income was $70 million (4.9%) through the nine months ended June 30, 2014, compared
with $20 million (1.5%) for nine months ended June 30, 2013. Operating cashflow was $162 million (11.4%),
compared with $114 million (8.5%) in the prior year period.

NorthShore has implemented sizable cost reductions of approximately $60 miillion including initiatives related to
early retirement and a workforce reduction, as well as supply and other costs. Effective December 31, 2013 the
defined benefit pension plan was frozen to all employees, reducing pension expense next year.

NorthShore's strong balance sheet is likely to be maintained. Capital spending is expected to increase to
approximately $200 million annually, higher than recent history but under operating cashflow expected in fiscal
year 2014. The largest projects relate to finishing investments in the Skokie campus, including a surgical pavilion,
ambulatory care center and infrastructure investments, as well as modernization projects at Highland Park. No
new debt is anticipated.

OUTLOOK

The stable rating outlook reflects our expectations that NorthShore will sustain recent improvement in operating
margins and maintain balance sheet strength.
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WHAT COULD CHANGE THE RATING UP

Given the system's high rating category and focation in a single region, there is a low likelihood of a rating upgrade
in the short-term. Longer-term, a rating upgrade may be considered with significant and sustained improvement in
operating margins and absolute cash flow generation, growth in market share to provide a distinct leading position,
and significant diversification of cash flow among multiple markets.

WHAT COULD CHANGE THE RATING DOWN

A rating downgrade will be considered if the system's margins decline from FY 2014 interim levels or investments
decline notably; while not expected, a significant increase in debt without cashflow growth could cause a
downgrade.

KEY INDICATORS

Assumptions & Adjustments:

-Based on financial statements for NorthShore University HealthSystem

~First number reflects audit year ended September 30, 2013

~-Second number reflects unaudited nine-month resulits through June 30, 2014, annualized
-Investment returns normalized at 6% unless otherwise noted

~Comprehensive debt includes direct debt, operating leases, and pension obligation, if applicable
~Monthly liquidity to demand debt ratio is not included if demand debt is de minimis
-Non-recurring items: No adjustments

*Inpatient admissions: 43,110; 41,941

*Observation stays: 17,711; 18,968

*Medicare % of gross revenues: 40%; N/A

*Medicaid % of gross revenues: 7%; N/A

*Total operating revenues ($): $1.8 billion; $1.9 billion

*Revenue growth rate (%) (3 yr CAGR): 5.4%; N/A

*Operating margin (%):1.5 %; 4.9%

*Operating cash flow margin (%): 8.6%; 11.4%

*Debt to cash flow (x): 1.6 times; 1.2 times

*Days cash on hand (excluding self-insurance funds): 270 days; 289 days

*Maximum annual debt service (MADS) ($): $24 million; $24 million

*MADS coverage with reported investment income (x): 11 times; 15 times
*Moody's-adjusted MADS Coverége with normalized investment income (x): 10.0 times; 12.9 times
*Direct debt ($): $376 milfion; $369 million '

*Cash to direct debt (%): 323%; 363%

*Comprehensive debt: $577 million; N/A

*Cash to comprehensive debt (%): 210%; N/A

*Monthly liquidity to demand debt (%): 402%; N/A

4/
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RATED DEBT (as of June 30, 2014)

-Series 1995 ($45 million) variable rate bonds supported by standby bond purchase agreements from Wells Fargo
Bank, NA, expiring September 22, 2016: Aa2/VMIG 1

-Series 2001C ($39 miliion) variable rate bonds supported by standby bond purchase agreements from Wells
Fargo Bank, NA,, expiring November 15, 2016: Aa2/VMIG 1

-Series 1996 ($46 milfion), and Series 2001B ($39 million), variable rate bonds supported by standby bond
purchase agreements from JPMorgan Chase Bank, expiring September 22, 2015 and November 15, 2017,
respectively: Aa2WVMIG 1

-Series 2010 fixed rate bond ($123 miillion): Aa2

-Series 1990A, 1992, 1998 variable rate bonds (no debt publicly outstanding; bonds held by NorthShore): Aa2
long-term rating

The principal methodology used in this rating was Not-for-Profit Healthcare Rating Methodology published in
March 2012. An additional methodology used was Variable Rate Instruments Supported by Conditional Liquidity
Facilities published in May 2013. Please see the Credit Policy page on www.moodys.com for a copy of these

methodologies.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for

the respective issuer on www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.

Analysts

Lisa Martin

Lead Analyst

Public Finance Group
Moody's Investors Service

Beth . Wexler

Additional Contact

Public Finance Group
Moody's Investors Service

Contacts

Journalists: (212) 553-0376 ‘
Research Clients: (212) 553-1653
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Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

USA

Mooby’s

INVESTORS SERVICE

© 2014 Moody's Corporation, Moody's Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and
affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS™) AND iTS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATION") MAY INCLUDE MOODY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN
ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO
INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH
DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY'S CREDIT
RATINGS OR MOODY'S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON

WITHOUT MOODY'S PRIOR WRITTEN CONSENT. -
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All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing

the Moody’s Publications.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to
use any such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited
to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial
instrument is not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,
arising from or in connection with the information contained herein or the use of or inability to use any such

information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S'IN ANY FORM OR MANNER

WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation ("MCQ"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and

Shareholder Affiliation Policy."

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
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Moody's Analytics Australfia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY’S that you are, or are
accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you.
represent will directly or indirectly disseminate this document or its contents to "retail clients” within the meaning of
section 761G of the Corporations Act 2001. MOODY'S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. It would be dangerous for "retail clients" to make any investment decision based on MOODY'S credit
rating. If in doubt you should contact your financial or other professional adviser.
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[ N S Jesse Peterson Hall, FACHE
= thShore -
- Or r President

University HealthSystem 777 Park Avenue West

Highland Park, 1. 60035

ﬂighland Park ﬂospital www.northshore.org

(847) 480-2818
(847) 432-9505 Fax
jhall@northshore.org

Illinois Health Facilities and
Services Review Board
Springfield, IL

To Whom It May Concern:
I hereby attest that the total estimated project costs associated with Highland Park

Hospital’s modernization project to be addressed by the Illinois Health Facilities and
Services Review Board will be addressed through the use of cash and other liquid assets.

e w/

Peterson Hall
Premdent

“Sincerely,

Date: jw@ [‘7', Z@IS/

Notarized: %O%ﬁ//)
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PROJECTED OPERATING AND CAPITAL COSTS
per ADJUSTED PATIENT DAY

HIGHLAND PARK HOSPITAL

Adjusted Patient Days: S 185,386,291
S 2,969 62,436

Operating Expense per Adjusted Patient Day:

OB Hospital
salaries/benefits S 6255 - S 1,178.73
medical supplies S 697 § 735.94
l TOTAL $ 69.53 $  1,914.67 |
[Capital Expense per Adjusted Patient Day: $ 196.19 |
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