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RECEIVED

VIA FEDEX
sep 15 2017
Ms. Courtney Avery : CLITES &
Administrator HEALTH FA
ARD
Illinois Health Facilities & Services Review Board SERVICES REVIEW BO

525 W. Jefferson Street, 2nd Floor
Springfield, IL 62761

Re: Presence United Samaritan Medical Center and Presence Covenant Medical Center -
Change of Ownership to OSF Healthcare System

Dear Ms. Avery:

Enclosed are applications for exemptions for changes of ownership regarding the above-
rcferenced hospitals, and checks for the applicable respective filing fees.

Should you have any questions or comments, do not hesitate to contact me.
Thank you.

Very truly yours,

Ay ‘OnnOrC W

CCR/amm

cc: Mark Hohulin
Michael lHenderson
Jeannie Carmadelle-Frey
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR EXEMPTION PERMIT

SECTION 1. IDENTIFICATION, GENERAL INFORMATION, AND CERRAEATION/ 1y

This Section must be leted for all projects.
comp prol SEP 15 2017

Facility/Project |dentification
Facility Name: Presence Covenant Medical Center — Change of Ownership E%WWWW%RD

Street Address: 81400 West Park Avenue
City and Zip Code: Urbana 61801
County. Champaign Health Service Area 4 Health Planning Area: D-01

Applicant{s) [Provide for each applicant (refer to Part 1130.220)]

ORLENAL

Exact Legal Name: Presence Health Network

Street Address: 200 S. Wacker Drive, 11" Floor

City and Zip Code; Chicago 60606

Name of Registered Agent.  Kathleen Cronin

Registered Agent Street Address: 18927 Hickory Creek Drive

Registered Agent City and Zip Cade: Mokena 60448

Name of Chief Executive Officer. Michael Englehart

CEO Street Address: 200 S. Wacker Drive, 11" Floor

CEO City and Zip Code: Chicago 60606

CEOQO Telephone Number: 312-308-3291

Type of Ownership of Applicants

&4 Non-profit Corporation OJ Partnership
[ For-profit Corparation [ Governmental
O] Limited Liability Company O] Sole Proprietorship O Other

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

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

R R G G ST LAl i £ TR A AR N, (A R DA € (D BN
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Primary Contact [Person to receive ALL correspondence or inquiries]

Name: Clare E. Connor

Title; Partner

Company Name: McDermott, Will & Emery LLP

Address: 444 W. Lake Street, Suite 4000 Chicago, IL 60606

Telephone Number: 312-984-3365

E-mail Address: cconnor@mwe.com

Fax Number. 312-884-7700

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

Name: Jeannie Carmedelle Frey

Title: Chief Legal Officer and Secretary

Company Name: Presence Health Network

Address: 200 S. Wacker Drive, 11" Floor Chicago, IL 60606

Telephone Number: 312-308-3291

E-mail Address: JFrey@presencehealth.org

Fax Number: 312-308-3397

DM_US 82995840-1.052942.042%
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR EXEMPTION PERMIT

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION
This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Presence Covenant Medical Center — Change of Ownership

Street Address: 81400 West Park Avenue

City and Zip Code: Urbana 61801

County: Champaign Health Service Area 4 Health Planning Area: D-01

Applicant(s) [Provide for each applicant (refer to Part 1130.220)]

Exact Legal Name: Presence Central and Suburban Hospitals Network

Street Address: 200 S. Wacker Drive, 11" Floor

City and Zip Code: Chicago 60606

Name of Registered Agent. Kathleen Cronin

Registered Agent Street Address: 18927 Hickory Creek Drive

Registered Agent City and Zip Code: Mokena 60448

Name of Chief Executive Officer: Ann Errichetti, M.D.

CEO Street Address: 200 S. Wacker Drive, 11" Floor

CEOQ City and Zip Code: Chicago 60606

CEQ Telephone Number: 312-308-3291

Type of Ownership of Applicants

B Non-profit Corporation ] Partnership
] For-profit Corporation OJ Governmental
] Limited Liability Company O Sole Proprietorship OJ 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 they are organized and the name and
address of each partner specifying whether each is a general or limited partner.

T R - e Ly 7 2 KTl
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Primary Contact [Person to receive ALL correspondence or inquiries]

Name: Clare E. Connor

Title: Partner

Company Name: McDermott, Will & Emery LLP

Address: 444 W. Lake Street, Suite 4000 Chicago, IL 60606

Telephone Number: 312-984-3365

E-mail Address: cconnor@mwe.com

Fax Number: 312-884-7700

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

Name: Jeannie Carmedelle Frey

Title: Secretary

Company Name: Presence Central and Suburban Hospitals Network

Address. 200 S. Wacker Drive, 11" Floor_Chicago, IL_60606

Telephone Number: 312-308-3291

E-maijl Address: JFrey@presencehealth.org

Fax Number: 312-308-3397

DM_US 82995840-1.052942.0429
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR EXEMPTION PERMIT

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION
This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Presence Covenant Medical Center — Change of Qwnership

Sireet Address: 81400 West Park Avenue

City and Zip Code: Urbana 61801

County: Champaign Health Service Area 4 Health Planning Area: D-01

Applicant(s) [Provide for each applicant (refer to Part 1130.220)]
Exact Legal Name: QSF Healthcare Sysiem

Street Address: 800 N.E. Glen Qak Avenue

City and Zip Code: Peoria 61603

Name of Registered Agent. Sister Theresa Ann Brazeau, OSF
Registered Agent Street Address: 1175 Saint Francis Lane
Registered Agent City and Zip Code: East Pecria 61611
Name of Chief Executive QOfficer: Kevin Schoeplein

CEQ Street Address: 800 N.E. Glen Oak Avenue

CEO City and Zip Code: Peoria 61603

CEQ Telephone Number, 309-655-2850

Type of Ownership of Applicants

P Non-profit Corporation O Partnership
For-profit Corporation a Governmental
O Limited Liability Company a Sole Proprietorship O Other

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

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

o
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Primary Contact [Person to recelve ALL correspondence or inquiries]
Name: Mark Hohulin

Tile: Senior Vice President Healthcare Analytics

Company Name: OSF Healthcare System

Address: 800 N.E. Glen Oak Avenue Peoria, [L 61603

Telephone Number: 309-308-8656

E-mail Address: mark.e.hohulin@osfhealthcare.org

Fax Number: 309-308-0530

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

Name: Michael Henderson

Title: Corporate Counse!

Company Name: OSF Healthcare System

Address: 530 N.E. Glen Qak Avenue Peoria, IL 61637
Telephone Number: 308-655-2402

E-mail Address: michael.b.henderson@osfheaithcare.org
Fax Number: 3089-655-2347

DM_US 82995840-1,052942.0429
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Additional Contact [Person who is also authorized to discuss the application for
exemption permit]

Name: Clare E. Connor

Title: Partner

Company Name: McDermott Will & Emery LLP

Address: 444 W. Lake Street, Suite 4000 Chicago, IL 60608

Telephone Number, 312-984-3365

E-mail Address: cconnor@mwe.com

Fax Number: 312-984-7700

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

AT 20 ILCS 3960]

Name: Mark Hohulin

Title: Senior Vice President, Healthcare Analytics

Company Name: QOSF Healthcare System

Address: 800 N.E. Glen Qak Avenue Peoria, IL 61603

Telephone Number; 309-308-9656

E-mail Address: mark.e.hohulin@osfhealthcare.org

Fax Number: 309-308-0530

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner: Presence Central and Suburban Hospitals Network

Address of Site Owner: §1400 West Park Avenue, Urbana 61801

Street Address or Legal Description of the Site: 81400 West Park Avenue, Urbana 61801

Proof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of
ownership are property tax statements, tax assessor's documentation, deed, notarized statement
of the corporation attesting to ownership, an option to lease, a letter of intent to lease, or a lease.

| APPEND DOCUMENTATION AS ATTACHMENT 2, IN NUMERIC SEQUENTIAL ORDER AFTER THE
LAST PAGE OF THE APPLICATION FORM. _

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

Exact Legal Name: Presence Central and Suburban Hospitals Network d/b/a Presence United
Samaritans Medical Center

Address: 8§12 North Logan Street Danville 61832

& Non-profit Corporation O Partnership
O For-profit Corporation O Governmental
O Limited Liability Company O Sole Proprietorship OJ Other

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

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

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

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

DM _US 82995840-1.052942.0429
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Organizational Relationships

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

R S R LR, I
PR e e
: ATTA
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DM_US 82995840-1.052942.0429
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Flood Plain Requirements N/A
_[Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2006-5
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.qov or www.lllinoisfloodmaps.orq. This map must be in a
readable format. In addition, please provide a statement attesting that the project complies with the
requnrements of lllinois Executwe Or_q_t'ir #2006 5 (hitp:/ www.illinois gov/sites/hisrb).

Historic Resources Preservation Act Requirements N/A

Refer to application instructions.]
Provide documentation regarding compliance with the requirements of the Historic Resources

DESCRIPTION OF PROJECT

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

Part 1110 Classification:
(| Change of Ownership

O Discontinuation of an Existing Health Care Facilily
or of a category of service

O Establishment or expansion of a neonatal intensive
care or beds

DM_US 82995840-1,052942.0429




2. Narrative Description

In the space below, provide 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.

Presence Health Network and Presence Central and Suburban Hospitais Network (coliectively
"Presence”) have agreed to sell to OSF Healthcare System ("OSF") its acute care hospitais iocated in
Danville and Urbana, Iliinois (Presence United Samaritans Medical Center and Presence Covenant
Medical Center, respectively, hereafter the "Facilities”), as well as associated ambulatory, non-hospital
practice sites in Danville and Urbana. The structure of the transaction is an Asset Purchase, with assets
to be acquired by OSF including all real and personal property related to the hospitals and practice sites
(all such hospitals and practice sites collectively referred to as the "Assets”).

Subject to all regulatory approvals, OSF will purchase the Assets at a total purchase price of $185 million
minus a calculation for net working capital. Solely for the submission of this (these) COE(s} and not for
any other purpose, the allocation of the purchase price for United Samaritans Medical Center is
$74,000,000.00 and for Covenant Medical Center is $111,000,000.00. This allocation was determined by
QOSF in part by a multiple of operating revenue.

OSF will consider and make offers of employment to those employees of Presence who are affected by
the transaction, provided they are eligible for employment under QSF’s standard human resource policies
and practices. Employees of Presence who accept offers of employment with OSF will receive credit for
service with Presence under OSF’s paid time off and certain other employee benefit arrangements. The
respective medical staffs of the hospitals will continue to remain in place.

Following OSF's acquisition, the Assets will continue to be operated (as in the past) in accordance with
the teachings of the Roman Catholic Church and all applicable federal and state laws and regulations.
Operational standards and excellence in patient care at the Facilities will be consistent with OSF’s ten
(10) other acute care facilities in lllinois, all of which are in good standing with this Board and the liiinois
Department of Public Health. The license will change for both Facilities, as OSF Healthcare System will
become the licensee versus Presence. OSF intends to re-name the Facilities in accordance with its
internal process, with such names to be announced at a later date. OSF has agreed to continue
operation of the Facilities for a period of at least eight (8) years following the closing of the transaction,
unless at any time after five (5) years OSF determines reasonably that market or industry conditions have
occurred that impact OSF's ability to operate the Facilities without undue risk. OSF will establish one or
more community boards for each Facility, to ensure continued local community input regarding services
provided by the Facilities. OSF will also implement its standard charity care policies at each Facility
following the acquisition, and which are at least as generous as those in effect currently under Presence.

The parties anticipate completing the transaction on or around February 1, 2018. The lllinois Health
Facilities & Services Review Board will be notified within thirty days of the change of ownership occurring.

DM_US 82995840-1,052942.0429
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Project Costs and Sources of Funds (Neonatal Intensive Care Services only)

Complete the following table listing all costs (refer to Part 1120.110) associated with the project. When a
project or any component of a project is to be agcomplished by lease, donation, gift, or other means, the
fair market or dollar value (refer to Part 1130.140) of the component must be inciuded in the estimated
project cost. If the project contains non-reviewable components that are not related to the provision of
health care, complete the second column of the table below. Note, the use and sources of funds must be
equal.

Project Costs and Sources of Funds

USE OF FUNDS CLINICAL NONCLINICAL TOTAL
Preplanning Costs N/A N/A N/A
Site Survey and Soil Investigation NIA N/A N/A
Site Preparation N/A N/A N/A
Off Site Work N/A N/A N/IA
New Construction Contracts N/A N/A N/A
Modernization Contracts NiA MIA 7Y
Contingencies N/A N/A N/A
Architectural/Engineering Fees N/A N/A N/A
Consulting and Other Fees N/A N/A N/A
Movahie or Other Equipment (notin construction NIA N/A N/A
contracts)
Bond Issuance Expense (project related) N/A N/A N/A
Net nterest Expense During Construction (project N/A N/A N/A
related)
Fair Marke! Value of Leased Space or Equipment N/A N/A N/A
Other Costs To Be Capiltalized N/A N/A N/A
iAccg.)lisition of Building or Other Property (excluding N/A N/A N/A
an
TOTAL USES OF FUNDS NIA N/A N/A
SOURCE OF FUNDS CLINICAL NONCLINICAL TOTAL
Cash and Securities N/A NIA SNIA
Pledges N/A N/A NIA
Gifts and Bequests NIA N/A NIA
Bond Issues {project refated) NIA N/A NIA
Morgages NA N/A N/A
Leases (fair market value) N/A N/A N/A
Governmental Appropriations N/A N/A NIA
Grants N/A NIA NIA
Other Funds and Sources
TOTAL SOURCES OF FUNDS
;I_bgg. E"-ITE,MIZA"I'ION FKE CH blNE ITEM,

\STPAGEIOF ‘EfAPgucﬁ'i’ow
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Related Project Costs
Provide the following information, as applicable, with respect to any land related to the
project that will be or has been acquired during the last two calendar years:

Land acquisition is refated to project Yes 1 No
Purchase Price: $111,000,000.00 (combined land and facility price; land was not separately
valued)

Fair Market Vaiue: $ As above

The project involves the establishment of a new facility or a new category of service
] Yes X No

If yes, provide the dollar amount of all non-capitaiized operating start-up costs (incfuding operating deficits
through the first full fiscal year when the project achieves or exceeds the target utilization specified in Part

1100.

Estimated start-up costs and operating deficlt cost is $ N/A

Project Status and Completion Schedules
For faciiities in which prior permits have been issued piease provide the permit numbers.
Indicate the stage of the project’s architectural drawings:

B None or not applicable (1 Preliminary

"] Schematics ("1 Final Working
Anticipated project completion date (refer to Part 1130.140): Anticipated on or around 02/01/18

Indicate the following with respect to project expenditures or to financial commitments (refer to Part
1130.140); N/A

[C] Purchase orders, leases or contracts pertaining to the project have been executed. |
Financial commitment is contingent upon permit issuance. Provide a copy of the contingent
"certification of financial commitment" document, highlighting any language reilated to CON
Contingencies

itissuan

State Agency Submittals [Section 1130.620(c)]
Are the following submittals up to date as applicable:
B Cancer Registry
[X] APORS
All formal document requests such as IDPH Questionnaires and Annual Bed Reports been
submitted
B4 All reports regarding outstanding permits
Failure to be up to date with these requirements will result in the appilication for permit being

deemed incomplete.

DM_US 82995840-1,052942.0429
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CERTIFICATION

The Application must be signed by the authorized representatives of the applicant entity. Authorized
representatives are;

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

o inthe case of a limited liability company, any two of its managers or members {or the sole
manager 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 genera| pariners 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 scle proprietor, the individual that is the proprietor.

*

This Application is filed on the behalf of _Presence Health Network
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 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 fee required for this application is
sent herewith or will be paid upon request,

o 6ts e C
SIGNATURE SIGN?«TURE 4

Michael Engle hart Jeannie Carmedelle Frey
PRINTED NAME PRINTED NAME

Chief Executive Officer Chief Leqal Officer & Secretary
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:

Subscribed and sworp to before me Subseribed and sworn to before me
this _\%_ day of gg,ﬁg,&hg_ 2017 this I3 day ofﬁepmm
!

KIMBERLY A. RELLINGER
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES 2818

WY

NOTARY PUBLIC - STATE OF ILLINOIS
MY COMMISSION EXPIRES:0405/18

A
VAW iy

DM_US 82995840-1.052942,0429
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CERTIFICATION
The Application must be signed by the authorized representatives of the applicant entity. Authorized

representatives are:

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

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

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

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

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

This Application s filed on the behalf of _ Presence Central and Suburban Hospitals Network

in accordance with the requirements and procedures of the lilinois Health Facilitles Planning Act.
The undersigned certifies that he or she has the authority to execute and file this Application 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 fee required for this application is
sent herewith or will be paid upon request.

(rluthe JMC‘/

SIGNATURE SIC?NATURE

James Kelley Jeannie Camedelle Frey
PRINTED NAME PRINTED NAME

Treasurer Secretary

PRINTED TITLE PRINTED TITLE

Notarization; Notarization:

Subscribed and sworn to before me Subscribed and sworn to before me

this 198 _ day of Seglemlate 2011 this 1 day of Seplember; 2ol1

Pl b, B

~ e Signature of Wt

LORI B BRINKER Seal LOR! B BRINKER $
NOTARY PUBLIC - STATE OF ILLINOIS “ﬁl‘(‘:"o‘;ﬁg&g"%ﬁm ILLINOIS |
SOUNSHE |

MY COMMISSION EXPIRES04/05/18

DM_US 282055840-1.052942,0429
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CERTIFICATION
The Application must be signed by the autharized representatives of the appiicant entity. Authorized
representatives are:

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

o inthe case of a limited liability company, any two of its managers or members (or the sole
manager of member when two or more managers or members do hot exist);

o Inthe case of a parinership, 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
beneficiariss do not exist); and

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

*

This Application is filed on the behalf of _OSF Healthcare System
in accordance with the requirements and procedures of the lllincis Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this Application 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
knowiedge and bellef. The undersigned also certifies that the fee required for this application is
sent herewlth or wiil be paid upon request.

20 Aé@/ 3 Sty (/&Zm;

SIGNATURE SIGNATURE
Kevin Schoeplein Robert Sehring.
PRINTED NAME PRINTED NAME

Chief Executive Officer Chief Qrerating Offi icer .
PRINTED TITLE FRINTED TITLE
Notarization: Notarization:

Subscribed and sworn to before me Subscnb d and swaorh to before m
this 27 day of U%ﬂ thls day MW/7

Signature of Notary Signature of Notary

" OFFICIAL SEAL Seal

TONDA L. STEWART
otary. P thc Stte oﬂlllnons

OFFICIAL SEAL
TONDA L. STEWART .
Notary Public - State of lllinois

1My Commission Expires &/

DM_US 82995840.1.052942 0429
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SECTION Ill. BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES

- INFORMATION REQUIREMENTS

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

Backaground
READ THE REVIEW CRITERION and provide the following required information:

1.

BACKGROUND OF APPLICANT

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

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.

Authorization permitting HFSRB and DPH access to any documents necessary fo verlfy the
information submitted, including, but not limited to: official records of DPH or other State
agencies; the ficensing 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.

if, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utiized to fulfill the information
requirements of this criterion. In such instances, the applicant shall attest that the information
was 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.

Criterion 1110.230 — Purpose of the Project, and Alternatives (Not applicable to
Change of Ownership)

1.

PURPOSE OF PROJECT

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

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

Identify the existing problems or issues that need to be addressed as applicable and appropriate
for the project.

Cite the sources of the documentation.

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

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 the age and condition of the project site, as well as regulatory citations, if any. For
equipment being replaced, include repair and maintenance records.

DM_US 82995840-1.052942,0429
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ALTERNATIVES
1 Identify ALL of the alternatives to the proposed project:
Alternative options must include:
A) Proposing a project of greater or iesser scope and cost;
8) Pursuing a joint venture or similar arrangement with one or more
providers or entities to meet all or a portion of the preject'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 [OENTIFIEQ, THE TOTAL PROJECT COST AND THE
REASONS WHY THE ALTERNATIVE WAS REJECTEO MUST BE PROVIDED.

3 The applicant shall provide empirical evidence, including quantified cutcome data
that verifles improved quality of care, as available.

DM_US 82995840-1.052942,0429
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SECTION V. CHANGE OF OWNERSHIP (CHOW)

1130.520 Requirements for Exemptions Involving the Change of Ownership of a

Healith Care Facility

1. Prior to acquiring or entering into a contract to acquire an existing health care facility, a
person shall submit an application for exemption to HFSRB, submit the required
application-processing fee (see Section 1130.230) and receive approval from HFSRB.

2, If the transaction is not completed according to the key terms submitted in the exemption
application, a new application is required,
3. READ the applicable review criteria outlined below and submit the required
documentation (key terms) for the criterla:
APPLICABLE REVIEW CRITERIA CHOW
1130.520{b)1)(A) - Names of the parties X
1130.520(b}(1){B) - Background of the parties, which shall X

include proof that the applicant is fit, willing, able, and has the
qualifications, background and character to adequately provide a
proper standard of health service for the community by certifying
that no adverse action has been taken against the applicant by
the federal government, licensing or certifying bodies, or any
other agency of the State of Illinois against any health care
facility owned or operated by the applicant, directly or indirectly,
within three years preceding the filing of the application.

1130.520(b){(1)}{C) - Structure of the transaction X

1130.520(b){1}{D) - Name of the person who will be licensed or
certified entity after the transaction

1130.520(b)(1)(E) - List of the ownership or membership X
interests in such licensed or certified entity both prior to and after
the transaction, including a description of the applicant's
organizational structure with a listing of controlling or subsidiary

persons.
1130.520(b)}(1)(F} - Fair market value of assets to be X
transferred.

1130.520(0)(1)(G) - The purchase price or other forms of X
consideration to be provided for those assets. [20 ILCS

3960/8.5(a)]

1130.520(b)(2) - Affirmation that any projects for which permits X

have been issued have been completed or will be completed or
altered in accordance with the provisions of this Section

1130.520(b){2) - Ifthe ownership change is for a hospital, X
affirmation that the facility will not adopt a more restrictive charity
care policy than the policy that was in effect one year prior to the
transaction. The hospital must provide affirmation that the
compliant charity care policy will remain in effect for a two-year
period following the change of ownership transaction

1130.520(b){2) - A statement as to the anticipated benefits of X
the proposed changes in ownership to the community

DM_US 82995840-1.052942.0429
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1130.520(b)(2) - The anticipated or potential cost savings, if X
any, that will resuit for the community and the facility because of
the change in ownership;

1130.520(b)(2) - A description of the facility's quality X
improvemeant program mechanism that wili be utilized to assure
quality control;

1130.520(b)(2) - A description of the selection process that the X
acquiring entity will use to select the facility's governing body;

1130.520(b}(2) - A statement that the applicant has prepared a X
written response addressing the review criterta contained in 77 |ll.
Adm. Code 1110.240 and that the response is available for public
review an the premises of the health care facility

1130.520(b}(2)- A description or summary of any proposed X
changes to the scope of services or levals of care currently
provided at the facility that are anticipated to occur within 24
months after acquisition.

Application for Change of Ownership Among Related Persons

When a change of ownership is among related persons, and there are no other changes being proposed
at the health care facility that would otherwise require a permit or exemption under the Act, the applicant
shafl submit an application consisting of a standard notice in a form set forth by the Board briefly
explaining the reasons for the proposed change of ownership. [20 ILCS 3960/8.5(a)]

DM_US 82995840-1.052942.0429
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SECTION VII. 1120.130 - FINANCIAL VIABILITY - NOT APPLICABLE

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 financlal viability ratios if:

1. "A' Bond rating or better

2. All 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 Section 1120.130 Financial Waiver for information to be provided
APPEND-DOCUMENTATION AS ATTACHMENT 17, INNUMERIC

LASTPAGE APPLIC ORM

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
Capitallzation

Projected Debt Service
Coverage

Days Cash on Hand

Cushion Ralio

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,
. AEPEND DOCUMENTATION-AS ATTACHMENT:A8:: INNUMERICAL:ORDER AETERITHE FAST PAGE OFTHER
APPLICATIGN. FORM i3 an ey o 3

L)

i

DM_US 82555840-1.052942.0429

Page 17




SECTION X. CHARITY CARE INFORMATION {CHOW ONLY)

Charity Care information MUST be furnished for ALL projects [1120.20(c}].

1. All applicants and co-applicants shall indicate the amount of charity care for the iatest 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 liinois. 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 operation.

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.

A tabie in the following format must be provided for ali facilitles as part of Attachment 41.

CHARITY CARE
Year Year Year

Net Patient Revenue
Amount of Charity Care
{charges)

Cost of Charity Care

T

AR
e

o B

EGUENTIAL ORDER

GUE

Br i f%@%ﬂ e AR
i

;E,‘.p e / z &
IMENT, 215 ININUMERIC

ﬁ;@% A " ‘.-::f“"
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After paginating the entire completed application indicate, in the chart below, the page
numbers for the included attachments:

INDEX OF ATTACHMENTS

ATTACHMENT
NO. PAGES

Applicant Identification including Certificate of Good Standing

Sile Ownership

Persons with 5 percent or greater interest in the licensee must be

identified with the % of ownership.

Organizational Relationships (Organizational Chart) Certificate of

Good Standing Ete.

Flgod Plain Requirements

Historic Preservation Act Requirements

Project and Sources of Funds ltemization

Financial Commitment Document if required

Cos! Space Reguirements

10 | Discontinuation

11 | Background of the Applicant

12 | Purpose of the Project

13 | Alternatives lo the Project

Ca¥ NI ]| =

RN

[ied o] RN ]ler] 14,1

Service Specific:
14 | Neonatal Intensive Care Services
15 | Change of Qwnership

Financial and Economic Feasibility:
16 | Availabilily of Funds

17 { Financial Waiver

18 | Financial Viability

19 | Economic Feasibility

20 | Safety Net Impact Statement

21 | Charity Care Information

DM_US 82995840-1.052942.0429
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O

PRESENCE HEALTH NETWORK, PRESENCE CENTRAL AND SUBURBAN HOSPITALS NETWORK
AND OSF HEALTHCARE SYSTEM'S - CERTIFICATES OF GOOD STANDING

See attached,

ATTACHMENT 1
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OSF HEALTHCARE SYSTEM ~ CERTIFICATE OF GOOD STANDING

File Number 0107-414-8

I, Jesse Witite, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that

OSF HEALTHCARE SYSTEM, A DOMESTIC CORPORATION, INCORPORATED UNDER
THE LAWS OF THIS STATE ON JANUARY 02, 1880, 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 ILLINCQIS.

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of llinois, this 19TH

dayof OCTOBER A.D. 2016

TR
T .
Avthentication #, 1820302252 verlfiable untl 10392017 M

Awthenficaie al; hp:flewny.cyberdriveilfingis .com

SECACTARY OF STATE

ATTACHMENT 1
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File Number 2595-936-1

s

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services, I certify that

PRESENCE HEALTH NETWORK, A DOMESTIC CORPORATION, INCORPORATED UNDER
THE LAWS OF THIS STATE ON JANUARY 05, 1939, 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 23RD

day of JUNE A.D. 2017

i i ' (Z £y ..':'q.‘ .'::"!'.
o ’
Authenfication #: 1717402660 verifiable until 06/23/2018 M

Authenticate al: hitp:/Awww cyberdriveillinals.com

SECRETARY OF STATE




File Number 5968-176-1

To all to whom these Presents Shall Come, Ureeting:

I, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that

PRESENCE CENTRAL AND SUBURBAN HOSPITALS NETWORK, A DOMESTIC
CORPORATION, INCORPORATED UNDER THE LAWS OF THIS STATE ON NOVEMBER 30,
1997, 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.

InTestimony Whereof, I hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 23RD

day of JUNE AD. 2017

h . ,|.’I "“T'.:.:':"
s . ’
Authentication #: 1717402672 verifiable until 06723/2018 oL 28 -

Authenlicale at: hilp/fwew.cyberdrivelflinois.com

SECRETARY OF STATE




Presence Covenant Medical Center's site is owned by Presence Central and Suburban Hospitals
Network., The site will be conveyed to OSF Healthcare System as part of this proposed change of
ownership,

Lo C L,

Jeaz(nie Carmedelle Frey ‘ /
Sectetary
Presence Central and Suburban Hospitals Network

Subscribed and sworn to before me
This 2 day of bpimber, 2011

i B Bunkd

A A AP AR
A A ISP PPPP
WAAAAA

$ OFFICIAL SEAL «
; LORI B BRINKER

} NOTARY PUBLIC - STATE OF ILLINQIS
]

4

MY COMMISSION EXPIRES:04X05/18

e i e VW

ATTACHMENT 2
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o

OPERATING IDENTITY/LICENSEE - PRESENCE COVENANT MEDICAL CENTER

See attached for Presence Central and Suburban Hospitals Network dfb/a Presence Covenant Medical
Center,

ATTACHMENT 3
DM_US 82995840-1.052942.0429
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File Number 5968-176-1

I, Jesse White, Secretary of State of the State of Iilinois, do hereby
certify that I am the keeper of the records of the Depariment of

Business Services. I certify that

PRESENCE CENTRAL AND SUBURBAN HOSPITALS NETWORK, A DOMESTIC
CORPORATION, INCORPORATED UNDER THE LAWS OF THIS STATE ON NOVEMBER 130,
1997, 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.

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 23RD

dayof JUNE  AD. 2017

I B L :
% Id
Authentication #: 1717402672 verifiable until 06/23/2018 M

Authenlicale at: hitp:/Mww,cyberdrivelilinols.com

SECREVARY OF STATE



(Pre-CHOW)

Presence Health
Network

Presence Central
and Suburban
Hospitals Network

Presence
Covenant Medical
Center

DM_US 82995840-1.052942,0429

PRESENCE HEALTH NETWORK ORGANIZATIONAL CHART

Presence United
Samaritans
Medical Center
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BACKGROUND OF THE APPLICANT

See attached hospital license and Joint Commission accreditation information

ATTACHMENT 11
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Presence Covenant Medical Center
Urbana, IL

has been Accredited by

The Joint Commission

Which has surveyed this organization and found it to meet the requirements for the

Hospital Accreditation Program

October 8, 2014

Accreditation is customarily valid for up to 36 months.

Mﬂw ID #4968 M %@L
Rebeckd J. Potchin, MD

Print/Reprint Date: 12/10722014 Murk R. Chassin, MD, FACP, MPP, MPH
Chait, Boerd of Commissioners President

The Joint Commission is an independent, not-for-profit netional body that oversecs the safety and quality of health care and
other services provided in accredited organizations. Information sbout accredited organizations may be provided directly 1o
The Joint Commission at 1-800-994-6610. information regarding accreditalion and the accreditation performance of
individusl organizations can be obtained through The Joint Commission's web site at wwiv jointcommission.org,
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BACKGROUND OF THE APPLICANT

Presence Covenant Medical Center does hereby attest no adverse action, as that term is defined in the
rules of the linois Health Facilities and Services Review Board, has been taken against it In the three (3)

years preceding this application.

In addition, it authorizes the HFSRB and IDPH to access information necessary to verify information

submitted in this application.

s c%&

Jeanfiie Carmedelle Frey
Chief Legal Officer and Secretary
Presence Health Network

Subscribed and sworn to before me
This I day ofw‘ 2017.

Ponisb. Prvmund

Notary Public
<Sea W!CML EAL 'E
LOR! B BRINKER {
NOTARY PUBLIC - STATE OF ILLINOIS €
MY COMMISSION EXPIRES0405/18  §
¢

DM_US 82995840.1.052942.0429
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BACKGROUND OF THE APPLICANT

OSF Healthcare System does hereby attest no adverse action, as that term is defined in the rules of the
llinofs Health Facillties and Services Review Board, has been taken against it in the three (3) years

preceding this application.

In addition, It authorizes the HFSRB and IDPH to access information necessary fo verify information

submitted in this application.

)

Kevin Schoeplein, CEO

Subsc;ét_‘:fed and swqrn to before me
Thisg day of woﬂ.

Jonde S Soumd—

Notary Public

“Seal> OFFICIAL SEAL

A L. STEWART
Nthleglblic - State of thotszo
My Commission Expires 8/26/2020

DM_LUS B2995840-1.052942.0429
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APPLICABLE REVIEW CRITERIA

1130.520(b){1}(A) - Names of the parties
The parties to the change of ownership are OSF Healthcare System, Presence Heaith Network
and Presence Central and Suburban Hospitals Network.

1130.520(b)(1)(B) - Background of the parties, which shall include proof that the applicant is fit,
willing, able, and has the qualifications, background and character to adequately provide a proper
standard of health service for the community by certifying that no adverse action has been taken
against the applicant by the federal government, licensing or certifying bodies, or any other
agency of the State of lllinois against any health care facility owned or operated by the applicant,
directly or indirectly, within three years preceding the filing of the application.

See attached certification for OSF Healthcare System, the entity acquiring the assets comprising

Presence Covenant Medical Center.

1130.520(b}{1)(C) - Structure of the transacticn
The structure is an asset acquisition and OSF Healthcare System will own and operate the

licensee after the transaction is complete.

1130.520(b){1){D) - Name of the person who will be licensed or certified entity after the
transaction '
OSF Healthcare System will d/b/a Covenant Medical Center until such time as it changes the
name consistent with its internal facility naming process. A corporate name change will be filed
with the lllinois Secretary of State.

1130.520{b}(1}{E) - List of the ownership or membership interests in such licensed or certified
entity both prior to and after the transaction, including a description of the applicant's
organizational structure with a listing of controlling or subsidiary persons.
For the ownership structure pre and post the transaction, please see attachment 4. OSF
Healthcare System will become the 100% owner and operator of Covenant Medical Center in
Urbana, llinois.

1130.520(b)(1)(F) - Fair market value of assets to be transferred.
$111,000,000.00 (NOTE: This allocated value is solely for COE purposes. The combined
purchase price for both United Samaritans Medical Center and Covenant Medical Center, for
which an application for exemption is submitted simultaneously, is $185,000,000. The two
facilities are being acquired together, at the same time, and the changes of ownership are
dependent upon each other.)

1130.520(b){1)(G) - The purchase price or other forms of consideration to be provided for those
assets. [20 ILCS 3960/8.5(a)]
$111,000,000.00 (see above)

1130.520(b){2) - Affirmation that any projects for which permits have been issued have been
completed or will be completed or altered in accordance with the provisions of this Section
Not applicable for Covenant Medical Center.

1130.520(b)(2) - If the ownership change is for a hospital, affirmation that the facility will not
adopt a more restrictive charity care policy than the policy that was in effect one year prior to the
transaction. The hospital must provide affirmation that the compliant charity care policy will
remain in effect for a two-year period following the change of ownership transaction
OSF Healthcare System affirms that the charity care policy at Covenant Medical Center will not
be more restrictive than its current form, and that its current charity care policy will remain in
place and/or be less restrictive for a minimum period of two years from the change of ownership.

DM_US 82995840-1.052942.0429
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APPLICABLE REVIEW CRITERIA CONTINUED

1130.520(b)(2) - A statement as to the anticipated benefits of the proposed changes in ownership
to the community
The community will benefit from the continued operation of the hospital by OSF Heaithcare
System, which operates many hospitals in communities similar to Champaign/Urbana, illinais and
by the available capital and resources of OSF Healthcare System.

1130.520(b)(2) - The anticipated or potential cost savings, If any, that will result for the community
and the facility because of the change in ownership;
Unknown at this time.

1930.520(b)(2) - A description of the facility’s quality improvement program mechanism that will
be utilized to assure quality control;
Both Presence Health Network and OSF Health System have extensive and focused quality
improvement and monitoring programs, policies and procedures. OSF will maintain, initially, the
current Ql programs in place, and will review same post change of ownership to align same with
OSF's overall system wide quality improvement and manitoring policies, if necessary.

1130.520(b)(2) - A description of the sefection process that the acquiring entity will use to select
the facility's governing body;
The governing body will be the Board of Directors of OSF Healthcare System is appointed by the
Sisters of the Third Order of Saint Francis.

1130.520(b){2) - A statement that the applicant has prepared a written response addressing the
revlew criteria contained in 77 Ill. Adm. Code 1110.240 and that the response is avaliable for public
review on the premises of the heaith care facllity

A description of the transaction has been prepared and is available for public review at the facility.

1130.520(b)(2)- A description or summary of any proposed changes to the scope of services or
levels of care currently provided at the facility that are anticipated to occur within 24 months after
acquisition.

Nane planned at this time.

ATTACHMENT 15
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OSF Healthcare System ("OSF") certifies it has had no adverse action, as that term is defined by the
llinols Health Facilities and Services Review Board ("Board") rules, taken against it in the past three (3)
years. All of its hospitals are in good standing with the Board, lllinois Department of Public Heaith and
Joint Commission. OSF has a bond rating of A or better (see attached), and the financial resources to
continue the operationg of Presence Covenant Medical Center as described in this application.

OSF Health Care Syst

Kevin Schoeplein, GEO

Subscrjhed and sworn to, before me

This A day of %“g& 20_F)
|

|

1

Notary Public

DM_US 82995840-1,052942.042%

Quibald

OFFICIAL SEAL
TONDAL. STEVX{P}ﬁ_inTOiS
Public - State i
M\,l:l gt:n?mi:sion Expires 8/26/2020

IS TTIITE
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FINANCIAL VIABILITY

. Mooby’s
7 llNVESTC.iRS .SERVICE

CREDIT OPINION
6 September 2016

New Issue

Comtaets

Ligs Martin 212-353-1423

Sovuy Vice Prainied
lsa aningmobdys.cons

Sethl. Wesler 212.503.1304

vaSe Covde Officey
LellLweakirooodss.com

DM_US 82995840-[.052942.0429

OSF Healthcare System, IL

New Issue - Moedy's Assigns A2 to OSF Healthcare System’s
(L) Ser. 2016; Outlook Stable

Summary Rating Rationale

Maody's Imiestars Senvice assigns an A2 to OSF Healtheare Systen's 5714 million of
proposed Sedies 2016 fixed rate bands to be issued by the llinois Finance Autharity.
The bonds are axpected 1o mature in 2039. The A2 on approximately $95¢ million of
outstanding dabt s affirmed. The outlook is stable.

The A2 is based an O5F's larpe presence as a multi-site system in northern, central, and
southem Iilingis, leading market position In the largest market. and strong and liquid
investment position, OSF's chatlenges include higher-ihan-average direct leverage. sizable
indirect obligations, competition in mast markets, and variable operating perfotmance.

Lukibat )
Good Liquidity Durag Period of Revenue Growth

v Cpeeaiing Rewrus {030 wenie Qs Ltk oy Mot
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Soxree: Moo/ s vemarn Yervze

Credit Strengths

»  Large, multi-site system in nondwrn, centrdi, and southem [llinois with close m $2.5
billion in revenue, supported by investments in physiclans and facilities and peogressive I
capaliitities

#  Leading market position and regionat referral draw for OSF's flagship location in Pearfa
v Very good and liquid invesiment position with 214 days cash an hand at June 30, 2016

» Marageable debt structure risks with over 300% monthly kquidity-to-demand debt
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Credit Challenges
% Stroag competition i largest markels with competitars owned ar closely affiliated with larger parem organizations

»  High leverage with relatively hiph 4.2 limes debt-10-cashflow ard 48% direct debt-ta-rovenue ond moderate 111% cash-to-ditect
debt

»  Sizable indiract debt, including eperating lease and ponsion obligatons, driving modest 68% cash-to-campeehensive debi

s History af variable operating cashitow margins, including decline in FY2016 following two years of impravement

Rating Outlock

The stable cutlock rellects expectations that 5T oparating and strategje investments vAll stabilize margins. The autlook incorparates

an assumption of N incremental leverage and manageable capital spending levels, which should drive investinent grovah levels and
balanca sheet deleveraging.

Factors that Could Lead to an Upgrade
n  Signilicant reduction in balance sheet leveraga, including pension obligation
»  Reduction in operating leverage (debt-to-cashflew and debt-to-sevenue)

»  Sustained impravement in oparating cashilow margin

Factors that Could Lead to a Downgrade
s Moterlally dilutive dcquisition ar eerger
»  Prolonped decline In margins

»  Meaninglu) increase in leverage

hia y.tl:mbn dods ft AANCLSE B m\!t n.u.-g actier la :n} r-cdrl rau--g: nfrna:d [} J’h ,wtl.nthnf‘mn e \hc r
mxvroo:l ki lertha man updied eods rating 2cien informain r-dr: re hm.-r; Lt

EEC— e e e
2 G Septrinber 2OIE QSF Heatthowrs System, [ New Lsue » Maody's ALsigng A2 o Q5T Had hheate Systam's {IL) Sef, 2036; Qwticol Suwle
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Key Indicators

febic 2
OSF Healthcare System, IL
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Recent Developments
Recent developmoents are incorparated into the Detailed Raling Considerations section.

Detailed Rating Considerations

Market Positlon: Large Multl-Site System Cperating [n Competitive Markets

Over the last several years, OSF has bren consolidating and inteprating clinical and support areas to reduce varlation, improve quality,
and impeove produtivity and reduce costs. The systeny's flagship haspital in Peoria bas benefilted from significant investments with
inereased valumes from a broader repional service area and higher acuity, OSF completed the installation of an electronic medical
record (CMR) system several years ago, which allzws mare advanced predictive analysis. The system has investied heavlly In care
conrdinalers in mast regions to suppart population health management. These stratagios are allowing OSF Lo take on more shared
savings and risk arrangenments vath payors.

OSF continues to moke investments in facitities and physicions Lo compete in competitive markets. Most of OSF's compotiters ae
owned of dosely allgned with [arge healtheare systems. OSF has maintained a sirong teading market position In the Peorla masket. The
systenv's second largest market 1n Rocklord is very competitive with two other providers, botlt of which are part of Wisconsin-based
syslems that a7a invasting in upgrading facilities. OSI's capilal investment in Rotkford, discussed below, will enhance its coirpetitive
position 1 the market,

Operating Performance, Batance Sheet and Capital Plans: Varlable Margins But Very Good Liquidity

folioving two yaars of improved perlonmance throuph FY 2015, the system repoited a decline wine months yaar-te-date FY 206,
adjusted for the items noted below, OSF had a 8.3% operating cashilonw masgin year-to-date FY 2016, compared with 10% for full FY
2015, Volume growth in 2016 has been sirong, driving same-lacility revenue growth of 4%. OSF has also benafitted from Medicaid
expansion and supplemental payments. The operating dedine was pimanty due to a large increase in cantractual llewanees retated to
pricr year 1evenue following the installation ¢ a new software Lo estimate receivables collections, Increased phatmaceutical costs and
areserve reiated Lo estirmated losses under the Medicare NextGen ACO payment model. Performance by region ismixed. The Peorra
area has been strong due 1o volume growth, especially in more profitable regional refarrals and ambulatery services, Rockford has
exparienced sizable losses, more recently due to the contractual adjustments roted above. Some of the smaller hospitals experienced
tosses, including newly diquired Allon.

A0S PO
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The system's oparating and stratepic initiatives should hotp the systom mitigate challenges affecting FY 2016, OSF i in the thid
year of 3 4-yeai cost reductien pregram and reports achieving over $140 million in improvenients to date. Major initiatives include

reimbsentent appertunities, productivity insprovement, and supplies.

Capital spedieg is increasing in 1Y 2016 but at manapeable levels relative to cashflow, Spending is prejected at approximately $190
million and $170 million in FY 2096 and FY 2017, respectively, averaging 1.6 times depreciation expense, and witl be funded with band
proceeds [ram Lha Series 2015 offering and cashllow, The largest project is a $85 million bed pavilien in the Roddord market.

UGUIDITY
OSF's liquidity is very good with 214 days cash on hand at June 30, 2016. While capital speading is intreasing, it is under current
operating cashflew lavels, which should allow the system at kast to maingaln Lguidity. OSF maintains & conservative and fquid asset
atlocation with 72% imasted in cash and fixed income ot FYE 2015, OSF hos been negatively offected by high Medicaid receivatles.

Dabt Structure and Legal Covenants: High Direct and Indirect Leverage

OSF has higher than average balance shaat and eperating leverape including a hiph 4.2 times debt-to-cashflow and mederate 111%
cash-to-direct debt based on annualized year-to-date FY 2016 results. Makimum annud! debt service coverage is below average ot 4.0
times. No incrementat jeverdge s expected at ths time.

DIOT STRUCTURE

Dabt structure risks are mamapeable with aver 300% montily bouidity-ta-deinand debl. Demand debt, Including bank provided
letiers of credit and private placemants, are divarsified amang banks and cammitment pefiods. OST has ample room under financial
covenants, which Includa 1.1 times debt service coverage and 75 or 80 days cath on hand, depending on whather covenants opply to
banks or insures.

QEBT-RELATED OZRIWATIVES
As of Jung 30, 2016 OSF Is a party Lo numeraus interest rale swap agreements with a total notlonal amount of 5457 million, including

an interest rata lock rolated tothe Series 2016 bands, which will be terminated in conjunction with the Series 2016 bond issuance.
A5 of June 30, 2016, Lhe cumulative mark to markat valuation of the swaps vas 2 nepative $76 million {based bn management data).
The fixed payar swaps 20 insured by Assured Guaranty, Collateral posting is not required unless Assured's rating falls belows A3 or the
equivalent by at least one rating agesicy; tie systesn has not had 1o post collateral,

PENSIDNS AND OPED

OSF's pension plan is o Church plan and, theeelere, not subject 1o ERISA requirements. The plan was frozen in March 2011, The system’s
philesophy has baen to fund at pension exponse levels. However, compaied with other health systems, the pension cbligatien is large
at $349 miition at FYE 2015 {60% funded), despite a decline foillewing a $50 miltlan cantsbution |ast year, Combined with eperating
teases, cash-Lo-comprehansive dobt is mederate a1 68% Jor fiscal yoor 2015. In May 2076, Litigation was fled challenging OSF's
Church plan status, Given uncertalnles regarding the ourcame of this litigation, the rating does nol incorparate any patential funding
requirements.

Management and Governance

OSF has been migrating tram a hoiding company model to o consolidated and integrated maodel, which we view lavotably in alloving
more effoctive and timely exccution of aperating and strategic initiatives. Most recently, the system's physiclan enterprise was
consalidated inta one multi-specialty proup as of January 2016, The system has a discplined approach to capllal spending which is tied
1o cashilow penaration ot the individual hospitals,

Legal Security
Lepal security for thae bonds is a security interast in the Unresiricled Receivables of the Members of the Qbligated Group, which make

up most of tie system. Mombers of the Obkigated Crowp include OSF Healthcare System (which includes most system hospitats),
Ottawa Regional Hospital & Healthzare Center, Otlawa Regional Hospital Feurdatian, Saint Aatheny's Physiclan Greup [Alton) and
the QST Multi-Spocialty Group, Saint Anthany's Physician Group witl withdrw from the abligated group since all virtually practitioness
and assets hawe been moved 1o the OSF Multl-Spedalty Group.

Iy Py S 1 ]
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Use of Proceeds
Praceeds of the Series 2016 bonds will be primarily used to refund cenain maturitics of the Series 2010A bonds.

Obligor Profile

OSF Healtheare System operates eleven acute care hospitals and a large muiti-specialty physician group. Ten of the system’s hospitals
are located in litinais; ©SF also owns a small ¢ritical access hospitat in the Upper Peninsula of Michigan, The System’s fargest hospital,
OSF Sant Francis Medical Center in Proria, llinois, 15 a 609 - licensed bed tertiary care teaching center.

Methodology
The princinal nwethodalogy used in this rating was Not-For-Profit Mealthcare Rating Methedology published in Navember 2015, Please

see the Ralings Methodelopies page on wyav.moadys.com lor a copy of this methadology.

Ratings

Dbt 3

OSF Healtheare System

lsue Ratinp

Revenyz Bonds, Serdes 2016 A2
Raung Type Underlying LT
Sale Amount 5113,610,000
txperied Sale Date 09152016
Rating Description Reranue: Other
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M
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CHARITY CARE INFORMATION

PRESENCE COVENANT MEDICAL CENTER'

CHARITY CARE
2014 2015
Net Patient Revenue $131,770,397 | $136,426,143 | $140,007,171
Amount of Charity Care | ¢4 103399 | 14,948,440 | $12,450,457
(charges)
Cost of Charity Care $3,186,784 | 53,049,974 $2,202,545

1 — Information provided from final numbers filed with lllinois Attorney

General and in Form 990

OSF HEALTHCARE SYSTEM

DM_US 82995840-1.052942.0429

CHARITY CARE
2014 2015
Net Patient Revenue 1,800,620,959 | 1,917,020,581 { 1,970,497,456
Amount of Charity Care
(charges) 221,417,876 123,694,713 131,815,716
Cost of Charity Care 45,062,165 24,351,000 25,170,596
ATTACHMENT 21
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