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RECEIVED
August 30, 2016 : SEP 0 2 2016

HEALTH FACILITIES &

Ms. Courtney Avery SERVICES REVIEW BOARD

Administrator

Illinois Health Facilities and
Services Review Board

525 West Jefferson

_ Springfield, 1L. 62761

RE: Request for Alteration of Permit
Rockford Memorial Hospital-Riverside
Boulevard Campus
Permit 15-039

Dear Ms. Avery:

On November 17, 2015 the Illinois Health Facilities and Services Review Board
(“IHFSRB”) approved by an 8-0-1 vote the establishment of a 188-bed hospital in
Rockford Township. The proposed alteration addressed in this letter and accompanying
documents does not expand the scope of services of Rockford Memorial Hospital-
Riverside Campus (“RMH-Riverside™ in any material way. (The single service
proposed to be added through this alteration request is one mammography unit.) Rather,
the requested alteration primarily responds to refinements to the square footage and cost
requirements identified through the post-CON approval planning process.

The proposed alteration is consistent with the limitations placed on alterations in
Section 1130.750, and the primary components of the requested alteration are
summarized in the table on the following page.




Approved Proposed

Beds
Medical/Surgical B4 84
Obstetrics 20 20
ICU 26 26
Pediatrics 12 12
NICU 46 52
Cardiac Cath 2 2
interventional Radiology ' 3
Diagnostic Radiology
General R& F 3 3
Ultrasound 3 2
Mammography 0 1
CT 2 2
MRI 2 2
Nuclear Medicine 1 1
Operating Rooms 10 10
Recovery Rooms 58 60
Emergency Department 10 10
Convenient Care 6 6
LDRs 4 6
C-Section 2 2
Total DGSF 450,803 472,200
Project Cost (M) $407.2 $435.60

Enclosed are revised versions of the following Sections and Attachments:

Section I, Project Costs and Sources of Funds

Section V111, Availability of Funds

ATTACHMENT 9, Cost Space Requirements

ATTACHMENT 14, Size of Project (applicable areas)
ATTACHMENT 15, Project Services Utilization {(applicable areas)
ATTACHMENT 23, Neonatal Intensive Care (NICU)
ATTACHMENT 34, Ultrasound, Mammography, and Recovery
ATTACHMENT 39, Reasonableness of Project and Related Costs




Should any additional information be required, or should you have any questions
relating to this alteration request, please contact Jack Axel at 847/776-7101 or

jacobmaxel(@msn.com.
rely, |
J R. Bea
sident and Chief Executive Officer

enclosures




PROJECT COST AND SOURCES OF FUNDS

- Reviewable Non-Reviewable ' _Total
Project Cost: o f
Preplanning Costs 1% 3086000 ,% 1,367,000 3 4,453,000
Site Survey and Soil Investigation 94,400 | 55,600 150,000
Shte Preparation 2,639,534 1,755,988 4,395,522
Off Site Work 4992 818 _ 3321541 | 8,314,359
New Construction Cortracts 125,979,048 83,324,862 209,303, 310
Modemization Contracts
Contingencies 6,298 952 3,787,108 10,086,060
ArchitecturaliEngineering Fees o 6,220,000 3,670,000 9,880,000
Consulting amd Other Fees 5,964,000 3,976,000 9,940,000 |
Movable and Other Equipment (not in construction contracts) 95,403,126 23,596,874 118,000,000
Bond Issuance Expense (project related) . 2,507 244 1,671,496 ! 4,178,740
Net interest Expense During Construction Period 31,867,158 21,266,597 ; 63,233,755
Fair Mafkel Value of Leased Space or Equipment ]
Other Costs to be Caphtalized 1,320,000 880,000 = 2.200.000
Acquisition of Building or Other Property '

TOTAL USES OF FUNDS $ 286,472,280 | $ 148,673,066 '$ 435,145,346
Sources of Funds: o .
Cash and Securities $ 10050000 % 4,950,000 % 15,000,000
Pledges '
Gifts and Bequests _
Bond Issues (project related) $ 276422280 | % 143,723,066 $ 420,145,346
Morigages _ . _
Leases (fair market value)}
Governmenta) Appropriaions L
Grants e
Cther Funds and Sources

TOTAL SOURCES OF FUNDS $ 286,472,280 | $ 148,673,066 $ 435,145,346




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

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

VL. - 1120.120 - Availability of Funds

The applicant shali document that financial resources shall be available and be equal 1o 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 fellowing scurces:

a) Cash and Securfties — slatements (e.g., audited financial statements, letters from financial
_$13,000,000_ institutions, board resolutions) as to:

1) the amount of cash and securities available for the preject, including the
identification of any securily, 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 anficipated 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 = venfication 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
_$420,145,346 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 generai 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 doflar amount of the issue, including any discounting
anticipated;

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

3} For mortgages, a lefter 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) Far 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;

9) 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. 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;

g) All Other Funds and Sources - verification of the amount and type of any clher funds that will be
used for the project.

$435,145,346 TOTAL FUNDS AVAILABLE

APPEND DOCUMENTATION AS ATTAGHMENT-36, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE. .
APPLICATION FORM,
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SIZE OF PROJECT

The applicants have undertaken a detailed space planning process, which involved
numerous hospital personnel, physicians, and experienced health care architects.

Function/department-specific space allocations are provided in ATTACHMENTS 9 and 39C.

The space planned for this project, consistent with the proposed alteration, is believed by
the applicants to be reasonable, necessary, and not excessive. The project includes fifteen
functional areas/departments having IHFSRB-adopted space standards. As noted in the table

below, those standards have been met for each area.

PROPOSED STATE MET
DEPARTMENT/SERVICE DGSF STANDARD DIFFERENCE STANDARD?

Medical/Surgical Units 55,440 55,440 . YES
Pediatric Unit 7,920 7,920 - YES
Obstetrics Unit 13,200 13,200 - YES
Newbom Nursery 1,132 3,520 (2,388) YES
LDRs 8,173 9,600 (1,427) YES
C-Section Suite 3,085 4,150 (1,065) YES
Aduit ICU 11,898 12,330 (432) YES
Pediatric ICU/PICU 5,448 5,480 (32) YES
Neonatal Intensive Care 29,366 25,536 (170} YES
Imaging 14,233 15,400 (1,167) YES
Emergency Dept. 8,886 9,000 (114) YES
Cardiac Catheterization 3,546 3,600 (54) YES
Interventional Radioclogy 5318 5,400 (82) YES
Surgical Suite 26,727 27,500 (773) YES
PACU/Shared Recovery 20,517 21,800 {1,283) YES

ATTACHMENT 14




The building to be addressed in this application will consist of eight levels, with a general

distribution of services as follows;

s Lower Level: food service, mechanical, central sterile, lab

s 1® Floor: lobby, retail, ED, and imaging

2" Floor:
e 3" Floor:
e 4% Floor:
e 5" Floor:
e 6™ Floor:
« 7" Floor:

surgical services, ancillary services
NICU, PICU, and pediatrics
women’s services

ICU and Medical/surgical
Medical/Surgical

mechanical

ATTACHMENT 14




PROJECT SERVICES UTILIZATION

Consistent with the proposed alteration, utilization of the following clinical services
having IDPH-adopted utilization targets are anticipated to either increase or decrease from the

levels provided in CON application 15-039, and subsequently approved by the IHFSRB:

NICU patient days
Ultrasound procedures
LDR/OB Triage
Mammography procedures

The required table below identifies historical utilization at Rockford Memorial Hospital-
Rockton Avenue Campus (“RMH-Rockton Avenue™) and projected utilizaton at Rockford
Memoriai Hospital-Riverside Boulevard Campus (“RMH-Riverside™). The projected utilization
for each service identified above is discussed in ATTACHMENTS 23 and 34. Please refer to
CON application 15-039 for discussions of the projected utilization of those services not
addressed through the proposed alteration. The historical utilization of mammography is
identified as being “not applicable” because the single unit currently located at RMH-Rockton
Avenue is used virtually exclusively for pre-procedural imaging. One mammography unit will

be located at RMH-Riverside, providing both routine mammography services and pre-procedural

imaging.
2014
Dept./ Historical PROJECTED STATE MET
Service Utilization* UTILIZATION*" STANDARD STANDARD?
{Patient Days) {patient days)
(TREATMENTS) YEAR1  YEAR2
NICU (days) 11,956 15,200 15,200 14 235 YES
LDR/Triage 1,514 2720 2,720 2,001 YES
Uitrasound 10,227 3,000 3,200 3,001 YES
Mammography N/A 3,500 4,000 N/A N/A

ATTACHMENT 15




NEONATAL INTENSIVE CARE

Rockford Memonial Hospital-Riverside Campus (“RMH-Riverside™) was, through Permit
15-039, approved to establish and operate a 46-station Neonatal Intensive Care Unit (“NICU™).
Mercy Health Corporation currently operates the only NICU in a 15-county area at Rockford
Memorial Hospital-Rockton Avenue Campus (“RMH-Rockton Avenue”). The RMH-Rockton
Avenue NICU will be “discontinued” upon the opening of RMH-Riverside. RMH-Rockton
Avenue is designated by the Illinois Department of Public Heaith as the area’s regional perinatal

center, and that designation is anticipated to be transferred to RMH-Riverside upon its opening.

Please refer to CON application 15-039 for a discussion of the justification of the
approved 46 stations. The proposed alteration seeks approval to operate 52, rather than 46 NICU
stations at RMH-Riverside, and the requested alteration 1s in direct response to already-realized
increases in NICU utilization at RMH-Rockton Avenue. Specifically, the average daily census
(“ADC”) of the RMH-Rockton Avenue NICU increased by 11.4% from 2014 (the base year for
utilization projections contained in CON application 15-039) to 2015, from 32.8 babies to 36.5
babies. Simularly, during the first 241 days of 2016 (January 1-August 28) the ADC has
increased by an additional 9.5% over 2015, to an ADC of 40.0 babies. In total, utilization of the
NICU has increased 22% since 2014, the base year used in the CON application to support the
46 proposed/approved NICU stations. This increase in utilization reahized since 2014 both
necessitates more NICU stations than onginally approved, and supports the 52 stations requested
through this alteration, based on the IDPH’s 75% occupancy targets for NICUs. (40 + .75 = 53.3)

In addition, utilization of the NICU is anticipated to increase, as a result of the ease of

access for Mercy Health’s Janesville, Wisconsin area patients, that will be realized once the

ATTACHMENT 23




NICU is relocated to the RMH-Riverside location. The RMH-Riverside site 1s located at the
intersection of 1-90 and East Riverside Boulevard, with 1-90 providing a direct route from the

Janesville area, and I-90 having an exit ramp at East Riverside Boulevard.

Please refer to ATTACHMENT 23 of CON application 15-039 for discussions of all

other NICU-related review cniteria.

ATTACHMENT 23




CLINICAL AREAS OTHER THAN CATEGORIES OF SERVICE

Rockford Memorial Hospital-Riverside Boulevard Campus (“RMH-Riverside™) will
provide a variety of clinical areas that are not identified by IDPH as categories of service, but
which have target utilization levels identified in Section 1110, APPENDIX B. CON application
15-039 received a positive finding on Review Criterion 1110.3030, and only the four non-
category of service areas having their number of “key rooms™ proposed to be changed through
the alteration process are addressed in a narrative fashion in this document. Please refer to CON

application 15-039 for discussions of all other areas.

The table below identifies both the number of “key rooms” approved through project 15-

039, as well as the number being proposed through the alteration process.

Approved Proposed

Cardiac Cath 2 2
Interventional Radiology 3 3
Diagnostic Radiology

GeneralR& F 3 3

Uitrasound 3 2

CcT 2 2

MR{ 2 2

Nuclear Medicine 1 1

Mammography 0 1
Operating Rooms 10 10
PACU/Recovery Rooms 58 60
Emergency Department 10 10
Convenient Care 6 6
LDRs 4 6
C-Section 2 2

ATTACHMENT 34




As can be noted in the table on the previous page, the number of “key rooms” of only
four of the clinical services having IDPH-adopted utilization targets is being changed:

ultrascund, mammography, and recovery rooms.

Ultrasound

The proposed alteration includes the elimination of one previously-approved ultrasound
room (and the relocating of that room to the adjacent medical clinics building). Ultrasound is
primarily an outpatient diagnostic modality, with approximately 72% of the 10,644 ultrasound
examinations performed at Rockford Memonal Hospital-Rockton Avenue Campus (“RMH-
Rockton Avenue”) in 2015 being performed on outpatients. Outpatient utilization of this
modality at RMH-Rockton Avenue is increasing rapidly, with an annual increase of
approximately 7.8% since 2012, Outpatient utilization is conservatively anticipated to increase,
but at a slower rate, through the second year following the project’s completion. Approximately
two-thirds on the inpatient examinations and approximately 35% of the outpatient examinations
are anticipated to be performed at RMH-Riverside, resulting in approximately 3,200

examinations during the target year.

Mammography

The proposed alteration includes the providing of one mammography unit at RMH-
Riverside. The vast majonty of Mercy Health’s mammography procedures in the Rockford area
are provided through units located in various outpatient settings throughout the community, and
that will continue to be the case. While the proposed unit will also be used for outpatient
screenings/examinations, the primary purpose for locating the unit in the hospital is the

performance of pre-procedural imaging.




PACUJ/Shared Recovery

A total of sixty recovery stations are being proposed through the alteration of CON
Permit 15-039, which included 58 stations. Ten Phase 1 (PACU) stations will be provided to
support the 10-OR surgical svite. An addition fifty Phase Il stations will be provided as a shared
recovery area, in support of the surgical swuite, the cardiac catheterization laboratory (two
procedure  rooms), interventional radiology (three  procedure  rooms), and
endoscopy/bronchoscopy (4 procedure rooms). None of the numbers of “key rooms™ being

supported by the PACU/Shared Recovery area are proposed to be changed.

LDRs/OB Triage

The number of LDRs, which wil! also be used as OB Trnage (observation) stations is
proposed through the requested alteration to increase from four to six. Additional tniage and
observation stays are anticipated as a result of Crusader Clinic’s alignment with Mercy Health,
discussed in the introduction to this document. The combining of these functions is a result of
the desire to provide greater flexability and efficiency, both in terms of staffing and room

uhilization.

ATTACHMENT 34
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