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JUSTIFICATION FOR THE PROJECT

SUMMARY

The University of Chicago Medical Center (“UCMC™) proposes to modernize
inpatient beds, aperating rooms, interventional radiology, and the GI procedure unit.
These critical functions were last renovated in 1977 with the opening of Surgery
Brain Research Pavilion and 1983 with Mitchell Hospital. With the steady increase
in demand for these services, our current facilities are overlaxed and are in need
expansion. The main operating suite is 50 busy that we already meet the State’s
recommended use rate for the additional nine rooms we plan to build. Similarly, we
conform to the State’s standard with current volumes for the expansion of ICU beds
we propose. We have seen great increases in interventional radiology and GI
procedures, as techniques for minimally invasive techniques have advanced rapidly.
These functions have long ago outgrown their locations.

UCH proposes to increase ICU beds by 22, decrease Med/Surg beds by 27, for a net
bed decrease of § beds. This increase is consistent with the long term trend of'a
growing in intensity of earc we provide to inpatients. Thirty years ago we had 1 ICU
bed for every 11 Med/Surg beds. With this Jatest shift there will be | for every 2.6.
As mentioned above, we currently meet the requirement for the JCU bed addition we
seek. We reach the State’s use rate for Med/Surg beds at project completion with a
continuation of the gradual, steady growth we’ve experienced during the last several
years.

The University of Chicago has a long and celebrated history of advancing the science
of medicine. We have many clinical programs that are considered among the top
few in the country. This carefully planned expansion of our hospital will allow us to
continue to be a valued resource for the citizens of Ilinois and, in particular, our
immediate community. We respectfully ask the support of the Illinois Health
Facilities Planning Board in this important endeavor.
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OT7-153
RECEIVED

ILLINOIS HEALTH FACILITIES PLANNING BOARD
DEC - T 2007
APPLICATION FOR PERMIT

HEALTH F
SECTION L. IDENTIFICATION, GENERAL INFORMATION, AND CERTIE!M[N@W

This section musi be completed for all projects,

A. Facility/Project Identification

Facility Name The University of Chicago Medical Center
Swreet Address 5841 South Maryland Avenue City Chicago
County Cook Zip 60637 Illinois State Representative District 25th

B. Applicant Identification {complete this information for each co-applicant and insert after this page}

Exact Legal Name The University of Chicago Hospitals
Address 5841 South Maryland Avenue

Chicago Name of Registered Agent
Name of Chief Executive Officer  David S, Hefner Title President
CEQ Address 5841 South Maryland Avenue Telephone No. (773) 702-6240

Type of Ownership: Nun-pruﬁt Corporation q%—]proﬁt Corporation DE]Limilcd Liabiiity Company
o]

Partnershi Governmental Sole Proprictorship ther (specify)
P

Corporations and limited liability companies most provide an Illinois centificate of good standing; partnerships must
provide the name of the state in which organized and the name and addsess of each partner specifying whether cach
is a general or limited pariner,

APPEND DOCUMENTATION AS ATTACHMENT IDEN-1 AFTER THE LAST PAGE OF THIS SECTION.

C. Primary Contact Person {person who is to receive correspandence or inquirics during the review period)

MName John R. Beberman Title  Director of Capital Budget & Control
Company Name
Address 14216 South Meadowview Court
Orland Park Telephone No. (773) 702-1246
E-Mail address john.beberman@uchospitals edu Fax Number (773) 702-8148

D. Additional Contact Person (person such as consultant, attomey, financial representative, registered agent, etc. who
also is authorized to discuss application and act on behaif of applicant)

Name Title
Company Name
Address
Telephone No. { )

E-Mail address Fax Number { 3




E. Post Permit Cantact Person (person to whom ail correspondence and inquiries pertaining to the project subsequent
to permit issuance are to be dirccied)

Name John R, Beberman Title Director of Capital Budget & Confrol
Address 14216 South Meadowview Couri

Orland Park Telephone No. (773) 702-1246
E-mail Address Fax Number

F. Site Ownership (complete this information for each applicable site and insert after this page)

Exact Legal Name of Person Who Owns Site The University of Chicago Medical Center
Address of Site Owner 5841 South Maryland Avenuc
Street Address or Lepal Description of Site 5841 South Maryland Avenue

G. Operating Entity/Licensee (complete this information for each applicable facility and insert afier this page)

Hhinois Healsh Facilities Planning Board _ Application for Permit February 2003 Edition Page 5

Exact Legal Name The University of Chicago Medical Center

Address 5841 South Maryland Avenue

Type of Ownership; Non-pmﬂl Carporation For-profit Corporation L.imited Liability Company
Parnership DGovcmmcntul Sole Praprictorship Other (specify)

Corporations and limited liability companics must provide an Ilinois centificalc of good standing; partnerships must
provide the name of the state in which organized and the name and address of cach partner speeifying whether each

i is o general or limited parner.

APPEND DOCUMENTATION AS ATTACHMENT 1DEN-2 AFTER THE LAST PAGE OF THIS SECTION.

H. Organizational Relativnships

Pravide (for each co-applicant) an organization charl conteining the name and relationship of any person who is
related (related person is defined in Parl 1130.140). If the related person is participating in the development or
funding of the project, describe the interest and the amount and type of any financial contribution.

APPEND DOCUMENTATION AS ATTACHMENT IDEN-3 AFTER THE LAST PAGE OF THIS SECTION.

I.  Status of Previous Certificate of Need Projects

Provide the project number for any of the applicant’s projects which have received permits but are not yet complete
(completion is defined in Part 1130.140) and provide the current status of the project. If all projects are complete,
indicate NONE; 04-054 Peds ED - preparing final report; 06-024 Master Design - design devel.; 07-095 design devel.

J.  Flood Plain Requirements
Provide documentation regarding compliance with the Flood Plain requirements of Exceutive Order #4, {979,

APPEND DOCUMENTATION AS ATTACHMENT IDEN-4 AFTER THE LAST PAGE OF THIS SECTION.
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APPEND DOCUMENTATION AS ATTACHMENT IDEN-5 AFTER THE LAST PAGE OF THIS SECTION.

L. Project Classification {check those applicable, refer to Part 1110.40 and Part 1120.20.b)

1. Part 1110 Classification 2. Part 1120 Applicability or Classitication: (check onc only)
[X]Substantive [_|Part 1120 Not Applicable [__]Category A Project
DN(m-substantive DDHS or DVA Project Category B Project

M. Narrative Description

Provide in the space below a brief narrative deseription of the project. Explain what is to be done, NOT why it is
being done. Include the rationale as to the project’s classification as substantive or non-substantive. 1f the project
site does NOT have a street address, include a legal description of the site.

This project is the construction and equipping of a ten story building to house our adult general
operating rooms, GI Procedure Unit, Interventional Radiology, other Radiology imaging, 180
Medical/Surgical beds, 60 ICU beds, and support activities such as Preparation/Recovery, Central
Sterile Processing, Pharmacy, Respiratory Therapy, slong with other, non-reviewable support
functions. The net change in beds will be a reduction of 5, with Medical/Surgical reducing by 27 and
ICU increasing by 22. Operating rooms will increase by 9, Interventional Radiolagy by 2, and Gl
procedures will also cxpand. The previous major modernization of these inpatient services occured in
1977 for the General Gperating Rooms and 1983 with the construction of Mitchell Hospital which
cantains our adult inpatient beds. This project will provide facilities that are up to modern standards
and will allow us to continue to offer services at the forefront of medicine.

This new building will be located in the Mcdical Center complex, on 57th Street, between Cottage
Grove Avenue and Prexcl Avenue. This is adjacent to and north of the Duchossois Center for
Advanced Medicine, Comer Children's Hospital, and Comer Center for Childrcn and Specialty Care.

We consider this project "substantive" since its costs exceed the review threshold.




llineis Health Facilities Planning Board

Project Costs and Sources of Funds

Application for Permit February 2003 Edition Page 7

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

any component of a project is to be accomplished by lease, donation, gift, or other means, the fair market value or dollar valu
{refer to Part 1190.40.h) of the component must be included in the estimated project cost. If the project contains
componenis that are not related to the proovision of health care, complete an additional table for the portions that are

solely for health care and insert that table following this page (e.g. separate a nursing home's costs from the compenents

of a retirement community; separate patient care area costs from a hospital project that includes a parking garage.

PROJECT COSTS AND SOURCES OF FUNDS

Reviewable Non-Reviewable Total
Preplanning Costs 50 50 50
Site Survey and Sotl Investigation 59,925 119,075 170,001
Site Preparation 3,197,261 5,873,050 9.070,311
Off Site Work 31,992 58,766 90,758
New Construction Caontracts 152,428,902 279,996,724 432,425,625
Modernization Contracts
Contingencies 15,242,890 27,999,672 43,242,563
Architcctural/Engincering Fees 7,536,308 13,843,448 21,379,756
Consulting and Other Fees 10,601,359 19,473,641 30,075,000
Mavable or Other Equipment (not in construction cantracts) 117,374,450 50,513,826 167,888,276
Bond Issuance Expense (project related) 6,137,578 11,274,121 17,411,699
Net Interest Expense During Construction (project related) 15,967,074 29320926 45,297,000
Fair Market Value of Leased Space or Equipment
Other Costs To Be Capitelized 6,589,939 12,105,061 18,695,000
Acquisition of Buildings or Giher Praperty {excluding land)

ESTIMATED TOTAL PROJECT COSTS $335,167,677| $450,578,311| $785,745,988
Cash and Securities $185,745,988
Pledges
Gifts and Bequests 100,000,000
Bond issues {project related) 500,000,000
Martpages
Leases (fair market value)

Govermmental Appropriations
Grants
Other Funds and Sources
TOTAL FUNDS 30 $0| $785,745,988




SECTION LN. Project Costs and Sources of Funds - Detail

Preplanning Costs

Conceplual design, reimb. expenses
Patieni-focused planning

Cost cstimation

City code analysis

Site Survey and Soil Investigation

Survey
Tesling
Svils Analysis/linvironmenial

Site Prepnratian

Demotiivn and Site Clearing
Site Unlites

Site Work

[andscaping

Temporary Utilities
Watermain Connections
Electrical Terminations
Asbestos Abatement
Detention Basin

Off Site Work

New Construction Contracts

Excavation/Foundation
Structure

Rooling and Walerproofing
Exterior Wall

Intertor Finishes

Fixed Zquipment and Specialtics
Vertical Transpartation
Plumbing

Mcchanical Systems

ire Protection

Elcctrical Systemns

Tunnel (NHP, Comer, DCAM}
General Raquiremenis

General Conditions

Owner Ditected Construction:
- L.ocks, cylinders, keys
- Hyperchlorination water system
- Plant services, shutdowns
- Interiar signape
- Mave-in corrections

Modernization Contracls
Contingencies

Architectural/Engineering Fees

Vinoly/Cannan

Page f of 5
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55,000
65,000
50,000

1,529,517
4,019,275
1,620,749
428,672
307,215
214,336
121,457
100,000
729,090

90,758

16,263,956
72,195,458
5,347,700
46,996,193
69,142,137
5,394,417
8,265,147
22,048,833
75,723,017
7,863,855
66,463,842
2,304,069
14,736,038
17,810,963

226.000
84,000
64,000

300,000

t,000, 000

21,379,756

Reviewable

New Hospital Pavilion

Non-reviewable

%0

59,925

3,197,261

31,992

152,428,902

15,242,890

7,536,308

30

110,075

5,873,050

58,766

279,996,724

27,999,672

13,841,448

170,000

4,070,311

90,758

432,425,625

0
43,142,563

21,379,756




SECTION L.N. Project Costs and Sources of Funds - Detail

Cunsulting and Other Fees
Acoustic
Allirmative action
ity appraval
Commisatoning
Communications
CON
Construction management
Curainwall & structural peer review
Drup testing
lilevator
LEnvironmenlal
Liquipmert
Fire stop inspection
Food service
Furniture
Geolechaical services
Information technology
Injury prevention
Landmark
Landscape
Lighting
Maicrials testing and inspeciion
Parking
Plan expediter
Pneumalic tube
Preconstruction scrvices
Program management
Radiation protection
Sccurity
Signape
Special features
Traltic
Utility study
Vibralion inonitering

Movable and Other Equipment

Group [ - Fixed

PACU monitors; pre and post procedure
Fuad Scrvice; cafeteria paticn/employee
Information systems -telecom, cabling, pe's

- Ncrwork systems

- Eiad User Devices - pe's, printers, PDA'

- AV Systems
- Medical Systems
- Security Systems

- Facility Systems - nurse call, locator, bldg aut.

- Ohther - overhead paging, heliport, wirciess

OR fixed equipment

OR information systems

OR Interoperative MR 3T

QR Interoperative CT 64 slice

OR instruments storage containers

175,000
650,000
95,000
1,100,000
150,000
65,000
8,750,000
100,000
135,000
55,000
£5,000
2,225,000
265,000
160,000
225,000
20,000
65,000
20,000
15,000
90,000
45,000
2,250,000
25,000
35,000
65,000
2,200,000
10,250,000
55,000
43,000
235,000
50,000
47,000
75,000
275,000

Unit Cost uant.
40,000 132 5,280,000
2,500,000
35,141,524
13,467,109
3,788,571
4,216,680
4,356,857
3,056,114
4,248,251
2,007,943
700,000 24 16,800,000
30,000 24 720,000
2,700,000
2,450,000
200,000
Page2of §

!

Reviewable

10,601,389

117,374,450

New Hospital Pavilion

Non-reviewable

19,473,641

50,513,826

Tatal

30,075,000

167,888,176




SECTION LN. Project Costs and Sources of Funds - Detaii

OR robots, specialty tables, endo sterilizers, cte.
Rudivlogy
-CT
- MR
- Digital Radiographic
- Digital Fluora
- C-Arm
- 'onable X-Ray
- PACS plate readers
- PACS diagnostic workstations
- PACS licensc
Interventional Radivlogy (Angio)
Radiotogy UPS system
Palient romm patient lifts
Surgical Pathology Laboratory
- Grossing workstations
- Cryustats
- Ultra low 1emperature freczer
- Microwriter cassette labeler
- Telepathology sysiem
- X-ray for tissue biopsics
- PPhotography station
Ceniral sterile supply
- Sterrad 200
- Steris system oneg endoscope processar
- Stewin sterilizers
- Ultrasonic cleaners
- Carl washer
- Washer decontaminator
Pharmacy
(il I'racedure Ares
- Endoscopy room
- Bronchoscopy room
- Liver biopsy room
- Fluorosocopy (standard)
- Fluoroscopy/ERCP raom
- Scope cleaning room washer/sterilizers
- Equipment booms
Misccllancous equipment
Subtotal

Group II - Movable
Installation afiowance
Material mat. supply shelves, corls, stretchers
Dclivery tugs, walkies
Starage racks
Storage shelf dividers
EVS equipment
- Buffcrs, cacpet cxtractors, vacuums, carls
- Bapipak sterilizer
- Tugpers
Smal] clinical supporl
- Prep/recovery beds (incl. TV pumps, etc.)
- Pre-op/post-op beds
OR instruments
Swurgical Pathology L.abaratory

7.000,000

17,114,004
2,000,000 2
2,000,000 ]
450,000 2
900,000 ]
220,000 &
100,000 1]
500,000 ]
18,040 68
7.000 110

2,250,000 7 15,750,060

1,400,000

9,000 240 2,160,000

624,000
41,250 8
25,000 4
13,000 ]
16,500 4
60,000 [
45,000 [
10,000 l

1,671,000
240,000 2
21,000 7
110,600 4
32,000 2
130,000 2
70,000 4

1,008,000

4,203,600
180,000 10
475,000 2
32,800 2
350,000 2
160,000 ]
52,000 4
30,000 in

1,000,000

117,714,126

750,800

2,300,000

140,600

500,000

190,000

1,070,000

530,000
500,006

10,000 2

864,000
10,000 50
7,000 52

24 4,950,000

86,000

Page Jof 5
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New Hospital Pavilion

Non-reviewahle




SECTION LN. Project Costs and Sources of Funds - Detail

- Microscope § headed

- Microscope 2 hesded
PACU Phase | Recovery exam lights
[npatient movable medical monitnsing

- ICU monitoring,

- Medical/Surgical acute care
Other mis¢ moveable

- Infusion pumps

- Defibritiators

- Ice dispensers

- Seaff lounge refrigerators, microwaves, cic.

- Ventilators

- Medicalion rooms

- Mourishmen! rooms

- EKG machines

- Pacemakers

Subiolal

Group [I1 - Furnishings
Patient room fumishings

- ICU room beds - Total Care bed

- 1CU sleeper chairs

- 1CU other room furnishings

- Med/Surg beds - Total Care bed

- Med/Surg sleeper chairs

- Med/Surg other room furnishings

- Dariatric rapm furnishings

- Headwall boom - 1ICU

- Headwall - Med/Surg acute care

Artwark with cansultant
Movable and Other Equipment (continued)
Modular casework and adsin office fumishings
- Office
- Conference soom
- Consullation raom
- Murse station/work station ¢lin. feet)
- Waiting area {seats)
- Dning tables
- Dining chairs

Flat pancl tv monitors (with mounting hardware)
-42" LCD
- 200 LCD
- 15" LCD with swing arm
Subtotal

Bond Issuance Expense
Inilial issuance expense
Bond insorance

Net Enterest Expense Buring Construction
Interest Expense During Construction (4.26%)
Interest Farnings During Construction (4.25%)

50,000 1
{8,000 2
1,500 95 142,500
11,100,000
65,000 60
40,000 180
5,453,600
31.000 960
13,600 17
7,000 12
3,300 40
30,000 60
10,000 12
1,200 12
10,000 12
6,000 ]2________
27,246,100
13,160,750
40,000 60
4,000 ad
2,200 ad
40,000 180
4,000 60
2.200 180
212,750
12,000 60
9,000 130
2,148,000
6,824,300
5,500 226
3,000 112
5,000 24
1.300 3000
1,000 380
350 185
275 802
795,000
4,000 180
600 &0
1,300 30
22,928.050
4,250,000
11,161,699
83,746,000
{38,469,000)
Page 4 of 5
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New Hospital Pavilion

Reviewable DMon-reviewable Totul
|
|
!
|
6,137,578 11,274,121 17,411,699
15,967,074 29,329,926 45,297,000




SECTION LN. Project Costs and Sources of Funds - Detail

Net Interest During Construction Tolad

Other Costs to be Capitalized
Internal project management salaries, supplics
Project office furniture, renavations
Excess Facility Charge (Electrical)
Legal und documentation
Insurance - Builder's Risk
Insurance - OPTP {errors and 0missions)
CON fee
[DPH plan review
City fees

Other Costs to be Capitalized (continued)
Building permits
Traffic direction - U of C Palice
Mock-ups
Docuntent printing
Exterior signage (includes ofsite)
Environmental services - project cleaning
Iiquipment warchausing, delivery, instailation
Moving

Acquisition of Buildings or Other Property
ESTIMATED TOTAL PROJECT COST
Cush and Securities

Pledges

Raond Issues (project relafed)

TOTAL FUNDS

Page Sof 5

14

T 45.297.000

5,500,000
50,000
1.400,000
350,000
1.375,000
3,500,000
220,000
200,000
75,000

250.000
225,000
1,250,000
250,000
1,750,000
650,000
800,000
850,600

New Haospital Pavilion

Reviewnble Mon-reviewnbie Total
6,589,919 12,105,061 18,695,000

0

$335,167.677 $450,578,311  $785,745,988
§79.231,778 $106,514,210  $185,745,988
42,655,983 57,344,017 100,000,000
213,279,914 286,720,084 500,000,000
$335,167,677 $450,578,311  $785,745,989




Hlinois Health Facilities Planning Board Application lor Permit February 2003 Edition Page 8
0. Related Praject Costs

1. Provide the following information, as applicable, with respect to any land related to the project that will be or
bas been acquired during the last two calendar years:

No Jand acquisiticn is related to the praject; Purchase Price Fair Markel Value §
2. Does the project involve cstablishment of a new facility ar a new categary of service? Yes m

[f yes, provide the dollar amount of ail non-capitalized operating start-up costs {including operating deficits)
through the first full fiscal year when the project achicves or exceeds the target utilization specified in Parl 1100.

Estimated starl-up costs and operating deficit cost is §

P. Project Status and Completion Schedules
1. Indicate the stage of the project’s architectural drawings: Design development in process

D'None or not applicable E]SChematics I:lPreliminary DFina[ Working

2. Provide the folluwing dates (indicale N/A for any item that is not applicable):

25% of project costs expended December, 2010 50% of project costs expended December, 2011
75% of project costs expended September, 2012 95% of project costs expended June, 2013
[00% of project costs expended June, 2016 Midpoint of contruction date December, 2010
Anticipated project completion date (refer to Part £130.140) December 31, 2016

3. Indicate the following with respect to project expenditures or to abligation {refer to Part 1130.140}:
DPurchase orders, ieases, or contracts perlaining to the project have been executed;

DProject obligation is contingent upon permit issuance. Providc a copy of the contingent "certification
of obligation" documcnt, highlighting any language related to CON contingencies.
Project obligation will occur after permit issuance.  Follows Master Design Project - contracts carry forward

APPEND DQCUMENTATION AS ATTACHMENT INFQ-6 AFTER THE LAST PAGE OF THIS SECTION,

Q. Cost/Space Requirements

Provide in the format of the following example the pross square footage {GSF) and the aftributable partion of total
project cost for cach department/area. Identify each piece of major medicat cquipment. The suimn of the depattment
costs MUST cqual the total estimated project costs. Indicate if any space is being reallocated for a different
purpose. Include outside wall measurements plus the department or arca’s porlion of the surrounding circuiation
space. Indicate the proposed use of any vacated space.

Gross Square Feet Amount of Proposed Total GSF That 1Is:
DepartmeplAcca Cost Cxisting  Proposed New Const.  Remodeled  Asls  Vacaied Spar
Dictury $1.150,000 3,000 6.000 3,000 1,000 2,000
Rudiaiion Therupy 3250000+  4.000(I} 5,500 5,500
Mcdical Records 300,000 2,500 6,500 4,000¢1) 2,500
TOTAL 4,700,000 9,500 13.000 §,500 1.000 4,500

*Includes $1,500,000 for an 18 MEV linear aceelcrator.
¢1) Existing radiatian therapy space will be vacated and remodeled and converled to medical records.

APPEND DOCUMENTATION AS ATTACHMENT INFQ-7 AFTER THE LAST PAGE OF THIS SECTION.

Y
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R. Facility Bed Capacity and Utilization

1. Complete the following chart as applicable. Complete a separate charl for cach facility which is part of the project
and insert following this page. Provide the existing bed capacity and provide utilization data for the latest 12 month
period for which data is available. Any bed capacity discrepancy from the Inventory will result with the
application being deemed incomnplete.

FACILITY NAME The University of Chicago Hospitals CITY  Chicago
REPORTING PERIOD DATES: From 9/30/2006 to 9/30/2007
Category of Service Existing | Number of Patient Bed Proposed
# of Beds | Admissions Days Changes | #of Beds*
Medical/Surgical a7 15,312 85,644 -27 300
Pediatrics 64 3,003 16,963 64
Obstetrics 50 2,824 8,863 50
Intensive Care 92 3,890 27,545 22 114
Weonatal [CU 47 812 14,365 47
Acute Mental liiness 16 45 3,506 16

Rehabilitation

Nursing Care

Sheltered Care

Other (identify)

Other (identify)

Other (identify)

TOTAL 596 26,186 156,890 -5 591

2. s the facility certified for participation in the Medicare “swing bed” (i.e. acute care beds certified for extended
care) program? Yes X No

3. For the following categories of service, indicate the number of existing beds that are Medicare certified and the
number of existing beds that are Medicaid certified (if none, so indicate): none

Service # Medicare Beds # Medicaid Beds

Nursing Care 0 0
ICF/DD Adult 0 0
Children DD 0 0

Note: We have submitted an application to discontinue 16 Acute Mental lllness beds at the
time of this writing,
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IMlinois Health Facilitics Planning Board

Certification

Application for Permit February 2003 Edition Page 10

The application must be signed by the authorized representative(s) of the applicant entity. The authorized
representative(s) are in the case of a corporation, any two of its officers or members of its board of directors; in the
case of a limited liability company, any two of its managers or members {or the sole manaper or member when two
or more managers or members do not exist); in the case of a partnership, two of its general parters {or the sole
general partner when two or more general pariners do not exist); in the case of estates or trusts, two of its
beneficiaries (or the sole beneficiary when two or more beneficiaries do not exist); and in the case of a sole
proprietor, the individual that is the proprietor. The signature(s) must be notarized. If the application has co-
applicants, a separate certifieation page must be completed for each co-applicani and inserted following this page.
One copy of the application must have the ORIGINAL signaturcs for all persons that sign for the applicant and for

each of the co-applicants.

This Application for Permit is filed on behalf of

The University of Chicage Medical Center *

in accordance with the requiremcnts and procedures of the Hlinois Health Facilitics 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 certifics that the data and

information provided hercin, 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.

1///

ﬂf"%)@

lature

Printed Name David S. Hefner

Printed Title President

Notarization:
Subscrikﬁ and sworn{o beferesme
this (o day of E)wﬁu} 20077

gnature
Printed Name Lawrencc J. TFurnstahl
Printed Title Chief Financial & Strategy Officer
Notarization

Subs and sworn tg before m
this day of %&0‘07

Signature of Notary

“OFFlCiAL SEAL"
CASSANDRA COLE
NOTARY PUBLIC, STATE E;t g}tf;i[r%gls

MY COMMISSION | EXPIRE

Seal

* Tnsert EXACT legal name of the applicant

Signature of Notary

Seal "OFFICIAL SEAL"

CASSANDRA COLE
NOTARY PUBLIC, STATE OF iLLINOIS
MY COMIMISSION EXPIRES 8/3/2009
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CORP/LLC - CERTIFICATE OF GOOD STANDING Page 1 of !
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SERVICES PROGRAM3 PRESS PUBLICATIONS DEPARTMENTS CONTACT

CORPORATION FILE DETAIL REPORT

THE UNIVERSITY OF || Fite Number 54397577
Entity Name CHICAGO MEDICAL
CENTER
Status GOODSTANDING
[ Eotiy Type | corroration  |[ Typectcom | [ NoT-FoR-PROFIT |
Incorporstion 10/01/1686 Stata ILLINCIS
Date {Domastic)
| Agert Name | susan's sner [] Agent Changs Dats | oorzangee [
Agent Slreat 5841 S MARYLAND Preaident Name & Address
Address
| Agent ity || cHicaso || secratary Name 8 Address |
[ agemzip ][ eosa7 || ouration oate || PERPETUAL ]
Annual Report Q0/00/0000 For Year 2007
Filing Dats

Assumed Name | | ACTIVE - WYLER'S CHILDREN'S HOSPITAL
ACTIVE - BERNARD MITCHELL HOSPITAL
ACTIVE - CHICAGD LYING-IN HOSPITAL
ACTIVE - THE UNIVERSITY OF CHICAGO CHILDREN'S HOSPITAL
ACTIVE - THE UNIVERSITY OF CHICAGO HOSPITALS AND HEALTH SYSTEM
ACTIVE - THE DUCHO$SOIS CENTER OF ADVANCED MEDICINE
INACTIVE - THE UNIVERSITY OF CHICAGO MEDICAL CENTER
ACTIVE - UNIVERSITY OF CHICAGO COMER GHILDREN'S HOSPITAL
ACTIVE - COMER CHILDREN'S HOSPITAL
ACTIVE - THE UNIVERSITY OF CHICAGO HOSPITALS

l Qld Carp Nama ] ’ 0840772006 - THE UNIVERSITY OF CHICAGO HOSPITALS —]
Baturn to the Search Screen |-~ Purchase Certificate of Good Standing. - |

{One Cartificate per Tranaaction)

BACK TC CYBERDRIVEILLINOIS.COM HOME PAGE

£
http://www.ilsos.gov/corporatellc/CorporateLlcController ! ATTACHMENT IDEN - 1
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LICENSE CERTIFICATE

NON-TRANSFERABLE

BY THE AUTHORITY OF THE CITY QF CHICAGO, THE FOL.OWING BPECIFED LIGENSE 15 HEREBY GRANTED TO

Name, THR UNIVERBITY OF CHICAGO MEDICAL CENTER

e DBA:  CBICAGO LYING-IN HOSPITAL

AT 5815 B. MARYLAND AVE,
CHICAGG, IL &0637

LICENSE ND.: CODE: 9100 FEE: Grnvswd(, 0p
LICENSE: Change of Legal Nama

THE UNIVRRAITY OF CHICAGO HOSPITALY

PRINTED ON : 0&/17/2007 Grwewvgp 00

WITHESS THE HAND OF THE MAYOR OF SAID CITY AND THE CORRORATE S5EAL THEREOF
THS 17 OAYOF  ,ugpar 2007

EXPIRATICN DATE: [
ATTEST:

Rty MLy AL 20,

MAYGR CITY CLERK o
1

CAEY NO, £513 STE
TRANS MO,

THIS LlCEH?E MUST BE POSTED IN A CONSPICUOUS PLAC; U;OH THE LICENSED | ATTACHMENT IDEN -2
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SECTION L HL Orgamezanonal Relationships

The Umiversity of Chicago Medical Cenler is a SOH{e)3) corparation, The
Universily of Chicago Medical Center is organized as an Hlinois not for profit
corporation. The management, control, and opcerittion of the business, afTairs, and
propertics of the University of Chicago Mudicul Center are vested exclusively in the
Board of Trustees of the University of Chicago Medical Center, which is responsible
for establishing policy. maintaining quality paticnt care, and providiny for
mstitutional management and planning.
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ILLINOILS

Ulinois State Water Survey

Main Office » 7704 Caillilh Driver ¢ Chenngow, 1 A1V82A) 7490 « Ba (717 AT 2210 Lo (217} 3330840
Paotia Office » 1703, Box £77 < Puana, 1L 616520097 « (ot {00347 200 = Fax (3091 &7 1- 310

Special Flood Hazard Area Determination

pursuant to Governor’s Executive Order 5 (2006)
{superscdes Governor's Excentive Order 4 (1979))

Requester: John R. Beberman, Director of Capital Budget & Control
Address: The University of Chicago Hospitals, MC 0053, 5841 §. Maryland Ave,
City, state, zip; _ Chicago, L 60637-1470 Telephone: {773) 702-6001

Site description of determination:
Site address: $701-5799 S. Maryland Ave. / 5700-5798 S. Drexel Ave.

City, state, zip: _Chicago, IL 60637 _
County: Cook SecVi: SW 1/4 of NW 1/4  Section: 14 T. 18N. R. 14E PM: 3d
Subject area: Property within the area bounded by E. 57th St. on the north, E. 58th St. on the south, S. Maryland Ave.

on the west, S, Drexel Ave. on the cast,

The property described shove _IS NOT lpcated in a Special Fload Hazard Area or a shaded Zone X floodzone.

Flovdway mapped:  N/A Floodway on property: No

Source used: FEMA Flood Insurance Rate Map (FIRM). An annotated copy is altached,

Community name;  City of Chicago, 1L Community number: 170074

Panel/map numher: 1703 1C0540F Effective Date: November 6, 2000

Flood zone: X [unshaded] Dasc (lood elevation:  N/A NLNGVD 1929

N/A  a. The community does not currently participate in the National Flood Insurance Programt (NFIP).

NFIP flood insurance is not available: certain State and Federal assistance may not be available.
N/A  b. Panel not printed: no Special Flood Hazard Area on the panel (pancl designated all Zonc C or unshaded X).
N/A  ¢. No map panels printed: no Special Flood Hazard Areas within the community (NSFHAJ).

‘The primary strueture on the property:
N/A  d. Is located in a Speeial Flood Hazard Area. Any activity on the property must meet State, Federal, and
tocal floodplain development regulations. Fedcral law requires that a flood insurance policy be obtained
as a condition of a federally-backed mortgage or loan that is secured by the building.
Is located in shaded Zone X or B (500-yr floodplain}. Conditions may apply for local pernits of Federal funding.

N/A e

X £ Is not located in a Special Flood Hazard Area or a 500-ycar ftoodplain. (Fluod insurance may still be available.)
N/A g A determination of the building’s cxact location cannot be made on the current FEMA [lood hazaid map.
N/A_ h. Exact structure location is not available or was not provided for this determination.

Note: This determination is based on the current Federal Emergency Management Agency (FEMA) ood hazard map
for the community. This letter does not imply that the referenced property will or will not be free from flnoding or
damage. A property of structure not in a Special Flood Hazard Area may be damagcd by a flood greater than that
predicted on the FEMA map or by local drainage problems not mapped. This letter docs not create liability on the pant
of the Tllineis State Water Survey, or employee thereof for any damage that results from reliance on this determination.
This letter does not cxempt the project from local stormwater management regulations.

Questions concemning this determination may be directed to Bill Saytor {217/333-0447) at the INlinois State Water Survey,

Questions Conceming requirements of Govemor's Executive Order 5 (2006}, or State floodplain regulations, may be dirccted

10 John Lentz (847/608-3100) at the IDNR Office of Water Resources.
"k

W s A . . . ) e y
R e A e Title: 1SWS Surface Water & Floodplain Information Dater #y <+ "~ ¢

William Saylor, crs Loz, [llines State Water Susvey

FRERT PRT I I I PR
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" Coastal barrier areas are nonmally [ocated within o adjacert 1o Special Food
Hazard Areas.

LEGEND

Flnodplain #aundary

SPECIAL FLOOD HAZARD AREAS INUNDATED Flaodway Boundary h
. . L]
By HOO-YEAR FLOOD
- —— e - Zonz [ Boundary m
IONE A Mo base flood elevatians determined. =)
: : . Boundary Cividing Special Floud  Hazanl =
LONE AE Buse Mond elevations determined. Zones, and Houndary Dividing Areas of Oif - =
. . . . ferent Coastal Base Flood Elevations \Within m
IONE AH Floenl depths= of 1 to # feet wsually areas of Speciat flond Hazawh Fonas.
radiagh; base flood elevations determined. W
_ . P e B. flood Elevati ine; Elevati i Foert
IONE AD Fluael clapths of 1w 1 feet {usually sheet 513 Ase Flood Hevation Line: Heation n an
thaw  un slaping terraint average depths
detevmined. For areas of alluvial fan flooding, z Cross Section Line ﬁ
webocilies alsy derermined. «
. . . —_——— - - Transedt Line
IONE A%9 {v be prutected from 100-year flood by @ ® ranagct H
Federal flood protection system  under con- o -
stroctivn: no base ool elevations deter- (EL 987} Base Flood Elevatiun in Feet Where Uniivirm
el wiathin Zone®”
AR7 Elevatinn Reference Mark
IONE V Loastal Hood with velocity hazard {wave x e
actiany; no base fNood elevations detarmined. e M1.5 River Mile
**Referenced Lo the Mational Geodetic Vertical Datum of 192%
ZONE VE Coastal laod swith velocity hazard (wave o
aclinng; base flood elesations determined. 2
hMBP REPOSITORY

FEOOENNVAY AREAS N ZONE AE

figfer 10 Repository Listng on Mag indes

. . EFFECTIVE DATE OF COUNTYWICE
OTHER FLOOD AREAS FLOOD IMSURANCE RATE MAR

NOVEMBER &. 2000
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o with drainage areas less than 1 square mite;
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Tl

OTHER AREAS

IONE X Areas determined o be outside 500-year
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ZONE D Areas in which flood hazards are undetar-
mined, but passible. R
Flease refer 1o the Listing of Communities table on the FIRL lndew for NFIF H.onal
UMNDEVELOPED COASTAL BARRIERS® Identilication and Post-FIREA dates for all jurisdictions showm cn this map,
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insurance agent or call the MNational Flagg Insurance Program  at 300 638
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HAR-2A-2006 15101 IL HISTORIC PRESERUATION 217 S24 7525 P.@Lod

Illinois Historic

» Preservation Agency

Voica (217) 782-4836
1 OId State Capitol Plaza * Springfield, lllinols 82701-1512 + Teletypewriter Only (217) 524-7128

March 20, 2006 www.illinois-history gov

John Beberman

The University of Chicago Hospitals
Room L-Q18

MC 0953

5841 S. Maryland Ave.

Chicago, IL 60637-1470

Dear Mr. Beberman:

We have reviewed your letter of January 31, 2006, in reference to a new hospital building.
This project was previously reviewed pursuant o the lilinois State Agency Historic Resources
Preservation Act (20 ILCS 3420) for its adverse effects to properties within the Hyde Park-
Kenwood Historic District, which is listed on the National Register of Historic Places.
Accordingly, a Memorandum of Agreement (MOA) was executed in March 2004 to
adequately take into account these adverse effects through recordation of affected

properties.

Fult complience with the terms of the MOA was achieved by the University of Chicago
Hospitais and a final approval letter wag issued by this office on June 11, 2004.

Thank you for your cooperation.

¢ “Hoakss
Anne E. Haaker :

Deputy State Hisloric
Preservation Officer

Sincerely,

Oeinrar an Aerwiad FROCT

20 ATTACHMENT IDEN - S




SECTION 1. P. Campletion Schedule

Jan Feb Mar Apr May J Jul Aug Sep Qct Nov Dec
Design
2006 Selicin
2007 SI¥aisiin bl i s R
2008 R TTTaRaX construction Docum

Canstruction

Represents construction put in place, Payments lag behind.

G ATTACHMENT INFO -6
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SECTION I . Cost/Space Requirements

Amnt of Proposed Total GSF That Is:

Gross Square Feet New
Deparument Cost Existing Proposed Construction Remeod. Asls Vacated Re-assign
Med/Surg Acute Care $94,394,535 125427 196,998 141,552 55,446 69,980 0
icu 38,683,759 45,977 70,278 49,173 21,105 24,872 0
Surgery 72,853,222 58,099 100,747 61,389 39,358 18,741 0
Preparation/Recovery 32,653,058 16,037 37,038 37,038 0 16,037 o
Anatomic Pathology Lab 7,204,979 15,956 20,210 8,254 11,956 4,000 0
Central Sterile Process. 6,093,713 20,996 30,292 9,296 20,996 ] 3,930
Radiology 56,538,472 71,911 108,333 36,422 71,911 0 9,467
Gl Procedures 12 868,581 12,404 26,243 13,839 12,404 0 12,404
Pharmacy 6,371,778 14918 26,520 11,602 14,918 0 3,793
Respiratory Therapy 928,905 2,650 4,609 1,959 2,650 0 0
Clinical Suppert 6,576,675 44,422 55,403 16,069 39334 5,088 5,088
Total Reviewable $335,167.677 428,797 676,671 386,591 290,078 138,719 34,681
Family and Staff Support 88,846,811 51,009 235,070 189,051 46,019 4,990 ]
Support Services 74,220,970 205,175 291,130 85,955 205,175 0 ]
Infrastructure 253852461 285937 612,742 326,805 285,937 0 0
Bridges/Tunnels 3,561,306 30,009 37,735 7,726 30,009 0 0
Future Development 30,006,762 48,138 246,616 198,478 48,138 0 0
Total Nonreviewable 3$450,578,311 620,268 1,423,292 BOR,014 615,278 4,990 0
Grand Total $785,745,988 1,049,065 2,099,983 1,194,607 905,356 143,709 34,681

There is no major movable equipment as defined in Sec. 1130.140, though we identify costly equipment in Page 4 Detail.

ATTACHMENT INFO - 7




SECTION 1. Q. Cost/Space Requirements

RATIONALE FOR REVIEWABLE VERSUS
NON-REVIEWABLE ASSIGNMENTS

Reviewable Departments
Med/Surg Acute Care
ICU
Surpery
Preparation/Recovery
Anatomic Pathology Lab
Central Sterile Processing
Radiology
Gl Procedures
Pharmacy
Respiratory Therapy

Clinical Support

Non-Reviewable Departments

Family and Staff Support

Support Services
Infrastructure
Bridges/Tunnels

Future Development

Inpatient bed unit - defined category of service

Inpatient bed unit - defined category of service

Surgical operating rcoms

Pre-operative/procedure preparation, post-procedure recovery
Clinical laboratory that supports Surgery and procedure services
Clinical support area for cleaning/sterilizing instruments, equipment
Defined category of service - includes MRI

Clinical procedures, primarily through endoscopy

Preparation and dispensing oif medications

Operation and support of ventilators, blood gas analysis

Off-stage storage rooms for clinical equipment, patient beds

Family - lobbies, lounges, waiting areas, retail food service, gift shops
Staff - offices, toilets, locker rooms, lounges, on-call rooms, meeting rms

Materials management, Info Systemns, Plant work areas, EVS storage
Mechanicat, electrical, plumbing, elevators, stairways, UPS, helipad store
Connecting structure to adjacent buildings - DCAM, Comer, CCCSC

Enclosed but otherwise unconstructed areas for future development
See Attachment GRC - 5L for explanation, justification.

ATTACHMENT INFO - 7
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SECTION LQ.Cost/Space Req.

Level Description

Tunneis
Bridges

1.L.  Lower Level

1 [.ohby

2 MEP/Surg Pathalogy

3 Future Development

q Future Development

5 Clinical Procedures

&  Surgery

7 Sky Lobby

Building Square Footage By Department

Department

Centrat Sterile Processing

Support Services
Mech/Elect/Plumbing
Future Development

Family & Staff Support
Support Services
Mech/Elect/Plumbing

Anatomic Patholopy Lab
Pharmacy

Support Services
Mech/Elect/Plumbing

Cardiology
Mech/Elect/Plumbing

Inpatient Beds
Mech/Elect/Plumbing

Radiology

GI Procedures
Preparation/Recovery
Clinical Support
Family & Staff Support
Support Services
Mech/Elect/Plumbing

Surgery
Preparation/Recovery
Pharmacy

Clinical Support
Family & StafT Support
Support Services
Mech/Elect/Plumbing

Famity & Staff Support
Support Services
Mech/Elect/Plumbing

BGSF

6,593
,133

9,296
39,820
49,714

10,645

109,474

39,610
20,579
18,091

78,280

8,254
8,254
11,514
52,698

80,720

93,916
8,539

102,455

93,916

8,539

102,455

16,422
13,839
19,060
1,861
17,005
1,645

12,623

102,455

61,389
17,978
1,262
2,337
6,166
1,205

12,118

102,458

68,899
3,709
10,664

83,272

34

Reviewable

9,296

8,254
R, 254

36,422
13,839
19,060

1,861

61,389
17,978
1,262
2,337

Non-
Reviewable

6,593
1,133

39,820
49,714
10,645

39,610
20,579
18,091

11,514
32,698

93,916
8,539

931,916
8,539

17,005
1,645
12,623

6,166
1,205
12,118

68,899
3,709
10,664

ATTACHMENT INFO -7




SECTION 1.Q.Cost/Space Req.

Building Square Footage By Department

Non-
Level Deseription Department BGSF Reviewable  Reviewable
| 8  Inpatient Beds Med/Surg Acute Care 44,047 44,947
[Ccu 19,494 19,494
; Clinical Support 4,480 4,480
i Family & Staff Suppor 19,382 19,582
Suppor Services 1,205 1,205
Mech/Elecl/Plumbing 12,946 12,946
102,455
9  Inpaticnt Units Medical/Surgical 43,961 431961
Intensive Care 19,997 19,997
Respiratory Therapy 1,959 1,959
Clinical Support 4,112 4,112
Family & Staff Support 18,750 18,750
Support Services 717 717
Mech/Elect/Plumbing 12,960 12,960
102,455
10 Inpatient Units Medical/Surgical 52,644 52,644
Intensive Care 9,682 9,682
Pharmacy 2,086 2,086
Clinical Support 3,280 3,280
Family & StafT Support 19,239 19,239
Support Services 2,343 2,343
Mech/Elect/Plumbing 13,180 13,180
102,455
11 Mech/Eleet/Plumbing Suppor Services 758 758
Mech/Elect/Plumbing 56,082 56,082
56,840
| 12 Mech/Elect/Plumbing  Support Services 1,282 1282
Mech/Elect/Plumbing 54,449 54,449
55,731
I3 Helipon Support Scrvices 1,177 1,177
Mech/Elect/Plumbing 4,202 4,202
537%
Grand Total 1,194,607 386,593 808,014

ATTACHMENT INFO - 7
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SECTION [, Q. COST/SPACE REQUIREMENTS

OVERVIEW

ATTACHMENT INFO - 7
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SECTION I. Q. COST/SPACE REQUIREMENTS

FLOOR PLAN
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SECTION . Q. COST/SPACE REQUIREMENTS

REVIEWABLE
DEPARTMENTS

(AREA SHADED)
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THE UNNERSITY QF CHICAO MEDICAL CENTER

NEW HOSPITAL PAVILION

CERTIFICATE OF NEED

EZEN CLINICAL SURPORT

OCTOBER 15. 2007
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SECTION 1. Q. COST/SPACE REQUIREMENTS

NON-REVIEWABLE
DEPARTMENTS

(AREA SHADED)

ATTACHMENT INFO - 7
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IHinuis Health Facilities Planning Board

Application for Permit February 2003 Edition Page 9

SECTION III. GENERAL REVIEW CRITERIA

This section is applicabie to all projects EXCEPT those projects that are solely for discontinuation with no project costs and
those projects that are non-substantive and subject only to a Part 1120 review. Refer to Part 1110.40 for the requircment for

non-substantive projects.

e

A. Criterion 1110.230.a, Location

Check if the project will result in any of the following: O establishment of a health care facility: O establishment
of a category of service; O acquisition of major medical equipment (for treating inpatients) that is not or will not
be located in a health care facility and is not being acquired by or on behalf of a health care facility. If NO boxes
are checked, this criterion is not applicable. 1f any box is checked, read the criterion and submit the following:

1.

4,

5.

A map (8 2" x 11") of the area showing:
a. the location of the applicant's facility or project;

b. the name and location of all the other facilities providing the same service within the planning area and
surrounding planning areas within 30 minutes travel time of the proposed facility;

c. thedistance {(in miles)and the travel time (under normal driving conditions) from the applicant’s facility
to each of the facilities identified in b. above;

d. an outline of the proposed target population area.

For existing facilities, provide patient origin data for all admissions for the last 12 months presented by zip
code. Note this information must be based upon the patient's legal residence other than a health care facility
for the last 6 months immediately prior to admission. For all other projects for which referrals are required

patient origin data for the referrals must be provided.

The ratio of beds to population (population will be based upon the latest census data by zip code) within 30
minutes travel time of the proposed project.

The status of the project in the zoning process. Provide letter(s) from the appropnate local officials.

Evidence of legal site ownership, possession, or option to purchase or lease.

APPEND DOCUMENTATION AS ATTACHMENT GRC-1 AFTER THE LAST PAGE OF THIS SECTION.

B. Criterion 1110.230.b, Background of Applicant

Read the criterion and submit the following information:

L.

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

Proof of current licensing and, if applicable, certification and accreditation of all health care facililies owned
or aperated by the applicant,

A certification from the applicant listing any adverse action taken against any facility owned or operated by
the applicant during the three (3) years prior to the filing of the zpplication.

94




SECTION IIl. GENERAL REVIEW CRITERIA

A. Location

This criterion is not applicable since the project is an expansion of an existing
hospital and does not propose the establishment of a new service or
acquisition of major medical equipment located elsewhere.

ATTACHMENT GRC -1
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THE UNIVERSITY QF

ERCHICAGO

@4‘:@ MEDICAL CENTER

December 3, 2007

Illinois Health Facilities Planning Board
525 West Jefferson Street, 2nd Floor
Springfield, lllinois 62761

In Re: Section I1I. B, Background of Applicant - Adverse Action

We hereby certify that no adversc action has been taken against The University of Chicago Hospitals
within the past three years. As defined by your rules, “adversc action™ means conviction of any felony
or any misdemeanor involving fraud or dishonesty; any supervision, probation, suspension,
revocation, termination, or denial of a licensc or certificate or registration; imposition of a conditional
license; termination or suspension from participation in any program involving payment authorized
under Title XVITT (Medicare) or Title XIX (Medicaid) of the Social Security Act, as amended; or
denial, suspension, revocation, or termination of accreditation by a nationally recognized organization.

We the undersigned arc officers of the University of Chicago Medical Center, the applicant.

Sincerely,

avid 5. Hefner Lawrence J. F

President Chief Financidl

Strategy Officer

"OFEFICIAL SEALT

CASSANDRA COLE
NOTARY PUBLIC, STATE OF [ELINOTS
MY COMMISSICN EXP]?\EEEB/ZOOQJ

"o FFICIAL SEAL"

CASSANDRA COLE
NOTARY PUBLIC, STATE OF ILLINDIS
MY COMMISSION EYPIRES £/3/2009

C 2lsfer RN

ATTACHMENT GRC - 2

g6

Ay the Morefront of Medicine




Letaliry ;.
- Ma,,
g o

March 2, 2005

Joint Commission 1D #: 7315
President and CEQ Accreditation Activity Completed: 3/2/2005
Universily of Chicago Hospitals Accreditation Activily; Evidence of
5841 South Maryland Avenue Standards Compliance
Chicago, IL 60637

Michael C. Riordan

Dear Mr, Riordan:

The Joint Commission would like to thank your organization for participating in the Joint Cemmission's
accreditation process. This process is designed 1o help your organization continuously provide safe,
high-quality care, treatment, and services by identifying opportunities for improvement in your pracesses and
helping you follow through on and implement these improvements. We encourape you to use the acereditation
process as a canlinuous standards compliance and operational improvement 100l.

The Joint Commission is granting your organization an accreditation decision of Accredited Jor ol services
surveyed under the applicable manuval(s) noted below:

«  Comprehensive Accreditation Manuai for Hospitals.

We encourage you to share this accreditation decision with your organization’s appropriate statd, Jeadership,
and governing bedy. You may also want to inform the Centers for Mcdicare and Medicaid Services {CMS),
stole or regional regulatory services, and the public you serve of your organization's accreditation decisiun.

Please be assured that the Joint Commission wiil keep the report canfidential, except as required hy faw. To
ensure that the Joint Commission's information about your organization is always uccurate and current, pur
policy requires that you inform us of any chanpes in the name or ownership ot your organization or the health

care services you provide.

Please visit Qualjty Cheek® on the Joint Commission web site for updated information related to your
accreditation decision.

Sincerely,

2wttt () liromnmnt

Russell P. Muossoro, MD, FACPE
Executive Vice President
Division of Accreditation Operations

9 ATTACHMENT GRC-2
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December 3, 2007

Illinois Health Facilities I'lanning Board
525 West lefferson Street 2nd Floor
Springficld, 1llincis 62761

In Re: Scction LI B. Background of Applicant - Adverse Action

We hereby certify that no adverse action has been taken against ‘The University of Chicago
Hospitals within the past three years. As defined by your rules, “adverse action” means
conviction of any felony or any misdemeanor involving fraud or dishonesty; any supervision,
probation, suspension, revocation, termination, or denial of a license or certificate or
registration; imposition of a conditional license; termination or suspension from participation
in any program involving payment authorized under Title XVIII (Medicare) or Title XIX
{Medicaid) of the Sccial Security Act, as amended; or denial, suspension, revocation, or
termination of accreditation by a nationally recognized organization.

We the undersigned are officers of the University of Chicago Medical Center, the applicant.

Sincerely,
David S. Hefner Lawrence J. Furnstahl
President Chief Financial & Strategy OfTicer
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SECTION IIl. GENERAL REVIEW CRITERIA

C. Alternatives to the Proposed Project

1. Comparisons of Alternatives Considered

Doing Nothing

The New Hospital Pavilion (“NHP”) is proposed in response to gradually
growing demand for adult Med/Surg beds, adult ICU beds, surgerics
performed in our main operating room suite, Interventional Radielogy cases,
and GI Procedures. The project will result in:

» the relocation of 180 Med/Surg beds and the reduction of 27
overall

« the relocation of 38 ICU beds and the addition of 22

s the relocation of 15 operating rooms and the addition of 9

» the relocation of 5 Interventional Radiology rooms and the
addition of 2

s the relocation of 11 GI procedure rooms and the addition of 6

To support these services, preparation and recovery, Central Stcrile
Processing, and Anatomic Pathology facilities will be relocated and expanded,
and imaging modalities that serve the patients treated by the aforementioned
services will be increased. The alternative of doing nothing has been rejected.

UCMC and our paticnts have experienced the difficulties encountered when
beds are not available to admit or transfer patients. For 2007 ER bypass
hours, primarily due to no monitored beds being available, totaled 1,989
hours. There were many 1CU and Med/Surg patient transfers we could not
accept and admission requests from our faculty we could not allow because no
beds were available. The OR is heavily used and elective cases must be
scheduled many weeks in advance. There are simifarly long backlogs in
Interventional Radielogy and GI Procedures, as these areas have greatly
increased the use of innavative, non-invasive technigues but have outgrown
their present locations.

In addition to expanding the facilities to make these services more available,
the NHP will give us a clean slate to develop modern spaces with adequate
area and improved functional layouts to accommodate new equipment and
procedures. The resultant modern facilities will help us provide excellent and
safe medical care. In Attachment MOD — 3 there are in-depth discussions for
each clinical area of the problems faced currently (the Do Nothing scenario)
and alternatives examined in each case.

Since 2002, UCMC has studied how to deal with aging buildings and
overcrowded facilities. Six options have been examined in detail. These are
summarized in the aceompanying table Alternatives Considered
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SECTION LII. GENERAL REVIEW CRITERIA

Cost/Benefiss.

Option A - Wyler Site Fill-in

Wyler Children’s Hospital had housed the inpatient pediatric beds until
Comer Children’s Hospital became operational in February, 2005. A plan
was considered in which this 42 year-old building would be expanded into
adjacent courtyard space. The research laboratories and faculty offices on the
top three floors would be retocated. We would add 64 adult beds, the main
OR, kitchen and dining areas, and the Adult ER. This plan would address the
tight bed situation, expand and modernize the 29 year-old OR, and allow
Radiology to be reconfigured. These changes would cost $557 million. The
drawbacks are that this plan would produce a tight grid and inefficient layout,
especially for the OR which needs 100,000 square feet on one level. Due to
the constrained site, the OR would be sprcad over several floors, which is a
logistical nightmare for this sensitive and demanding function. Te reconstruct
this old building for these departments would involve numerous phases and
would be disruptive to the adjoining Mitchell Hospital and Rublofl Tower,
which house our adult beds. In addition, this plan does not resolve the very
considerable problem of where to relocate the three floors of research
l[aboratories and faculty offices, since this plan contains no space for these
uses. Finally, the floors in Wyler do not align horizontally to those in the
adjoining clinical buildings. At the end, UCMC would spend a large amount
to get a fixed-up older building that would potentially compromise patient
care.

Option B - Wyler Site New Building .

In this option, Wyler would be demolished and a new, larger building
would be constructed, extending into surrounding courtyards. We could add
54 beds, an OR, Radiology, and kitchen and dining. The cost would be $508
million. The drawbacks are that the OR would be on two levels because the
site is still constrained even with new construction. Potential bed space is
limited. Traffic becomes very concentrated because this is immediately
adjacent to Mitchell Hospital, our main inpatient building. This costly new
construction would result in a building with a potential life much greater than
Mitchell Hospital, which is in its 23 year. In the intermediate future we
would be looking to replace Mitchell elsewhere in campus but most likely far
from the rehuiit Wyler replacement. Thus, the smaller, newly built Wyler
clinical building would become marooned when Mitchell functions are built
new elsewhere.

Option C - South Garage New Building

The South Garage provides parking for 1,800 cars and is across Maryland
Avenue to the west of Wyler and Mitchell Hospitals. The receiving dock,
bulk stores, a production kitchen, and chiller plant are located in this structure
and those would be retained, but the parking space would be demolished. In
its place would be built a 458,000 square foot building that could house 72
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beds with a potential for 72 more, the OR, Adult ER, and kitchen and dining.
This plan would help to decompress Mitchell, where almaost all adult beds are
located with many in multi-accupancy rooms. The cost is $602 million. The
drawbacks include no room for Radiology expansion or GI Procedures.
Another major concem is that the 1,800 parking spaces would have to be
replaced. The parking replacement is a big problem because we are hemmed
in on all sides by public parks and existing hospital buildings, so parking
would at best be several blocks removed from the inpatient buildings.

Option D - New Hospital North of 57™ Street

The only adjacent expansion area for UCMC s the norih side of 57
Street. This alternative looked at constructing a new hospital here.
Immediatcly to the south would be the Duchoissois Center for Advanced
Medicine (“DCAM?”), our ambulatory care facility, and Comer Children’s
Hospital. This option would include a comprehensive building with
advantages of optimized layout and no costly investment in older buildings.
The cost would be $780 million. In addition to the high cost of construction,
the residential buildings existing on the site would have to be acquired at high
cost and over a lengthy and prolonged period. Al best, this project wouldn’t
be completed beforc 2015, Located at the farthest point north of the Medical
Center, it would be disconnected from most of the other hospital-related
buildings and also ineonvenient for physicians whose offices are several
blocks to the south. Parking would be two blocks away, arguably inaccessible
to the infirm. Finally, we would be developing this land “out of order” since
the block on which Comer Hospital sits is not fully developed. A primary
objective in constructing hospital facilities is to maximize adjacencics of
functions that work together. Skipping over underdeveloped space to add a
major building spreads functions further apart.

Option E - Drexel Avenue New Hospital

The block east of the DCAM includes Comer Children’s Hospital on one
side and the 4-story building housing the Pediatric Emergency Dcpariment on
the other. The Illinois Health Facilities Planning Board will recall that the
upper three floors of this building are shelled (Project #04-054). The City of
Chicago strongly advised us to build out this entire structure because it would
be very problematic for them to approve construction later that is located
above an operational, 24-hour clinical facility. At the time we sought State
approval it was our intention that the upper floors would be used as part of a
larger building extending north on Drexel for the entire eastern side of the
block. This building would house the OR, patient beds, and Interventional
Radiology. Option Five's advantages are the site is available and ready, and
that there is reasonable adjacency to Mitchell. The major drawback is that it
1s a narrow but long footprint, which is of limited use for a modemn hospital --
particularly for the OR which is best served by a large, square shape. Asa
result, the OR would have to be located on two levels, again creating an
aperational challenge. The narrow site and a campus zoning requirement that
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SECTION I11. GENERAL REVIEW CRITERIA

no structure exceed 200 feet in height limits program areca in this $570 million
building. Parking is a significant problem since the site is two and a half
biocks away and insufficient for patient needs.

In addition, we are concerned that using the three upper floors in the Pediatric
Emergency department building for adult services would prevent any
expansion of the pediatric inpatient hospital. Although the Comer Children’s
Hospital (immediatcly adjacent to the west) was completed just one year ago,
there are plans underway to relocate the Pediatrics Specialty Clinics from the
DCAM to this building and locate other pediatrics functions here. Gary and
Francis Comer pledged a gift of 34 Imiilion for this purpose.

Master Design NHP

Given the problems associated with the other planning altematives that were
considered, UCMC began developing plans for the NHP two years ago.
Because the cost for architectural planning would exceed the CON review
threshold, we were obligated to obtain a Master Design permit. At that early
stage of planning, we proposed a building sited between Drexcl Avenue to the
east and Cottage Grove to the west, extending over Maryland Avenue. It
would rest on “pedestals” on either end that would provide 1,000 parking
spaces. This configuration gave us a very uselul 100,000 square feet per
level. This large space would allow us to build the OR on one level. We
could also place 176 beds on two levels, 96 new and 80 relocated from
Mitchell Hospital. This plan permitted us to convert all double occupancy
rooms in Mitchell to private rooms, which patients greatly prefer and which
allow for more efficient use since it will prevent problems with patients
sharing one room, e.g. gender mismatches, infectious discase, cte. The plan
also included room to relocate and expand both Interventional Radiology and
(3] Procedures. Importantly, we would be able to have attractive and
commodious dining facilities for our patients, visitors, and staff. There would
be numerous meeting rooms for conferences and a floor for staff education --
services that are currently provided in old, substandard space located four
blacks away. The location is ideal in that it will be across the street from the
area for future expansion, rather than marooned like most of the other options
here. This was a costly option at $752 million.

This was not so much an option that we rejected, but one that we continued to
develop and refine. While the convenience of the parking inside the building
was very desirable, as we looked at the attendant problems we ultimately
decided to forego these four floors. There were life safety concems related to
exhaust fumes and fire safety with so many gasoline combustion engines
being operated in the lower floors of a hospital building. IDPH architects
were very clear that they didn’t think parking was acceptable in the building.
We foresaw problems getting parking permitted by the Chicago Building
Code as well. The Department of Homeland Security recommended against
parking in public buildings. Therc were also considerable concerns about
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Pl

building vibration caused by moving vehicles, what with highly powerful
microscopes, devices such as 3T MRI's that arc acutely sensitive, and delicate
surgical procedures that will occur in the OR. While parking within hospital
buildings has been accomplished elsewhere, in the end we concluded that the
difficulties that it brought outweighed the convenience of the parking.

Solution - Proposed New Heospital Pavilion (NHP)

The option that was chosen refined the plan that was conceptually described in
the Master Design application. In addition to climinating the four floors of
parking, we added a paticnt bed floor and chose to reduce by 5 our total
Med/Surg and 1CU beds rather than increase them by 96. Regarding the bed
total, our analysis of growing inpatient days and discussions with local
community hospitals informed us that the increases were caused in large part,
from local residents who were coming to UCMC for primary and secondary
care, instead of to other more proximate community providers. UCMC’s
concentration is in highly complex and specialized carc — it is what we do
best. While we have a rclatively high cost operational platform that are
typically found in academic medical centers, we are able to treat difficult
cases successfully and people seek care here from even great distance for that
reason. We do offer general care in our roll as community resource and also
to give our students and residents exposure to that aspect of medical
ireatment. As our ER increasingly treated patients with no other medical
home -- coming not for emergency care but what is better dealt with in a
physician’s office or a community health center -- and as our beds filled with
cases that could more economically be treated in community hospitals, we re-
examined our facility plans. We concluded that rather than expand our bed
count by 96, we needed to partner with community providers to find medical
homes for patients with general, less intensive health care needs. We also
began strengthening ties with community hospitals and we are in the process
of redeploying some primary and secondary services, along with attending
physicians and residents, to area hospitals with open beds. This redirection
relieves our congestion, helps strengthen community providers, results in
overall lower cost of care, and permits us to rebalance our mix of paticnts, as
measured by their complexity.

We propose three floors of patient beds totaling 240, in the NHP, versus iwo
floors and the 176 beds that were proposed in the Master Design. Overall, the
current plan is to reduce Med/Surg by 27 beds and increase ICU by 22, rather
than increases of 40 and 56, respectively. Thus, while we will now have 64
morc beds in the NHP, there will be 165 fewer remaining in Mitchell and a net
change between the two plans of 101 fewer beds. The current proposal results
in modernizing a greater proportion of the beds, 62 percent versus 34 percent
of combined Med/Surg and adult ICU beds.

The other significant change is the inclusion of shelled space, that will total
two floors, plus 8,000 feet helow grade. The previous building was planned in
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such a way that if additional space was needed in later years, the floor planned
for our teaching institute or some of the parking floors could have been
converted. As parking was dropped from the program and our plans were
refined, we had several levels that were essentially an open air space, with
central building cores connecting lower and upper active floors. Potentially,
the air space could be built out at a later date as needs developed. We chose
instead to construct the perimeter walls initially, “shelling in” the space, to
return to the Planning Board later to seek their approval when we decide what
functions would be located there. We estimated a cost savings of $14 million
with the shelled space approach. (See Attachment GRC — 5L for a full
discussion of shelled space.)

In conclusion, we rejected each of the six aforementioned options for reasons
of insufficient space, inefficient floor plates, suboptimal adjacencics, and
comparatively lower benefits to cost. While the proposed project has the
highest cost, it creates the greatest amount of modern, highly functional space
and has the best prospect of serving us well for many yeatrs.

2. Using Other Area Facilities or Resources

This project is a response to aging and undersized facilities. In response to
steadily increasing adult bed utilization and the lack of beds for new
admissions or transfers, we have begun discussions with local hospitals.
Patients from our Primary Service Area (“PSA™) are coming to us in ever-
larger numbers for primary care. While we do provide a significant amount of
primary care services, we have a high cost structure. Qur cost structure is
different from many hospitals because of our key role in training physicians
and in providing highly specialized clinical services. We recognize that
neighboring community hospitals can more economically provide primary
care, and they arc benefited when we refer them many of these cases. Itis
more efficient for us to provide very specialized services than routine, primary
care services.

UCMC is also working with 16 community health centers in arranging for
family physicians and non-hospital primary care for the many patients who
present at our Emergency Room seeking primary care services. Since it is
inefficient and costly to use the ER for primary care, our entire community
benefits when we appropriately integrate family physicians and health care
centers in the delivery of care. This keeps the health care continuum robust
and active. Regular checkups and preventive care is a superior approach than
accessing care at the crisis stage.

Qur planning area, A-03 is remarkable in Chicago for having significant out-
migration of adult Med/Surg patients as contrasted to A-1 and A-2 which
show large in-migrations. While many of the community hospitals in A-03
operate their licensed beds at relatively low utilization rates, wc believe much
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of the out-migration is because many A-03 hospitals are in difficuit financial
straits and cannot afford to operate their beds and other services fully. Hence,
patients bypass their proximate hospital, come to us, or travel outside of A-03
to other hospitals. We propose to modemize beds so that we have them
available when patients come to us. These beds will improve access since so
many patients go outside the area for inpatient care. While we are working
with other local hospitals to refer patients that we cannot accommodate, we
have limited ability to redirect patients to other hospitals. Many of our
patients come because they feel this is the best hospital for their care.

With regard to more intense and more specialized care, UCH is the only
academic hospital in A-03 with a full range of specialty services. Within our
planning area there is no other hospital that can treat the most complex cases.
Our circumstances are not unique: Rush University Medical Center and
Children’s Memorial Hospital have recently submitted applications for
replacement and renewal, and recently Loyola University Medical Center
began a large modemization project. The University of Illinois Medical
Center at Chicago is actively developing ambitious modernization plans.
Northwestern Memorial Hospital recently completed two very large
replacement projects. UCMC’s peer academic hospitals are also trying to
respond to high utilization and insufficient facilities. They do not have the
capacity, any more than we presently do, to accept a significant number of
rcferrals, The best alternative is to modernize and expand here to
accommodate the patients who come to us.

3. Using Underutilized Beds or Other Space in the Facility

In Attachment MOD — 3A and B we document our need to modernize 180
Med/Surg beds and 60 ICU beds. These beds comprise the 240 proposed for
the NHP. The new bed units will require 190,725 gsf of space. We now
operate 50 OB beds at below the State’s target rate of 78 percent. These units
occupy 10,460 gsf of space. Using some portion of this underutilized space
would take care of very little of the space needed. Psychiatric beds are also
operated below the standard. However, our 16 Psych beds occupy 6,458 gsf,
again too small an area to offer much help. (The need is 190,725 gsf and
these two areas total 17,000 gsf.) In addition, use of this space would cause a
programmatic mismatch -- ensconeing adult Med/Surg patients on an OB or
Psych unit. In the case of Psych, this service is located in Gilman Smith
Hospital, which is not near the other Mitchell bed units and staff.

The one area of significant size that is not developed - for that matter not even
constructed - will be the upper three floors or the building housing the
Pediatric Emergency Depariment. These three floors are 24,146 gsf each, or a
total of 72,438 gsf. This additional space would provide 38 percent of the
space needed for the 240 beds planned for NHP. However, placing new beds
in this loeation would be counterproductive to care. Most of the NHP beds
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are planned for patients coming from the OR. If we were to house them ina
separate building, we would have to transport them over a great distance,
increasing the risk of infection and other adverse events. The most important
reason for not placing these beds in these three upper floors is that this space
is already slated for relocation of pediatric services. As mentioned in part 2 of
this section, this building is immediately adjacent to Comer Children’s
Hospital. To the extent that its upper floors are used for non-pediatric
services, the potential for further expansion of pediatric services becomes
constrained. UCMC is extremely fortunate to have been given a gift of $41
million from Gary and Francis Comer for the development of three upper
floors for pediatric services. We plan to relocate the Pediatric Specialty
Clinics from the DCAM to the 4" Floor. The Planning Board recently
approved our application for this project. Soon we will submit an application
to relocate offices for Pediatrics faculty and the pediatric chemo-infusion unit
to floors 2 and 3.

4. Improved Quality of Care

It is not applicable, but the through the construction of modem and functional
facilities, the quality of care will be improved.

ATTACHMENT GRC -3
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SECTION III. GENERAL REVIEW CRITERIA

This scction is applicable to all projects EXCEPT those projects that are solely for discontinuation with no project costs
and those projects that are non-substantive and subject only to a Part 1120 review. Refer to Part 1110.40 for the
requircinent for non-substantive projects.

A. Criterion 1110.230.a, Location

Check if the project will result in any of the following: O establishment of a health care facility: D establishment
of a category of service; [ acquisition of major medieal cquipment (for treating inpatients} that is not or will not
be located in a heaith care facility and is not being acquired by or on behalf of a health care facility. IFNO boxes
are checked, this criterion is not applicable. If any box is checked, read the criterion and submit the following:

4.

5.

A map {8 2" x 11"} of the area showing:
a. the [ocation of the applicant's facility or project;

b. the name and location of all the other facilitics providing the same service within the planning area and
surrounding planning arcas within 30 minutes travel time of the proposcd facility;

c. the distance (in miles) and the travel time (under normal driving conditions) from the applicant's facility
to each of the facilities identified in b. abovc;

d. an outline of the proposed target population area.
For existing facilities, provide patient origin data for all admissions for the last 12 months presented by zip
code. Note this information must be based upon the patient's legal residence other than a health care facility

for the last 6 months immediately prior to admission, For all other projects for which referrals are required
patient origin data for the referrals must be provided.

The ratio of beds to population (population will be based upon the latest census data by 2ip code} within 30
minutes travel time of the proposed project,

The status of the project in the zoning process. Provide letter(s) from the appropriate local officials.

Evidence of legal site ownership, possession, or option to purchase or lease.

APPEND DOCUMENTATION AS ATTACHMENT GRC-1 AFTER THE LAST PAGE OF THIS SECTION.

B.

Criterion 1110.230.b, Background of Applicant

Read the criterion and submit the following information:

A listing of al] health care facilities owned or operated by the applicant, including licensing, certification and
accreditation identification numbers, if applicable.

Proof of current licensing and, if applicable, certification and accreditation of all health care facilities owned
or operated by the applicant.

A certification from the applicant listing any adverse action taken against any facility owned or operated by
the applicant during the three (3) years prior to the filing of the application.
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4,

Authorization(s) permitting the State Board and Agency access to information in order to verify any
documentation or information subimitted in response to the requirements of this subsection or to obtain any
documentation or information that the State Board or Agency finds pertinent to this subsection. Failure to
provide such authorization shall constitute an abandonment or withdrawal of the application without
any action by the State Board.

APPEND DOCUMENTATION AS ATTACHMENT GRC-2 AFTER THE LAST PAGE OF THIS SECTION.

C. Criterion 1110.230.¢, Alternatives to the Proposed Praject

Read the criterion and provide the following information:

Provide a comparison of ail of the alternatives considered including the alternative of doing nothing. The
comparison must address cost benefit analyses, patient access, quality, and short and long-term financial
benefits.

Discuss why the altemative of using other area facilities or resources to meet the needs identified in your
project is not feasible.

Discuss why the alternative of utilizing underutilized bed or other space in the facility is not feasible.

If the alternative selected is based solely or in part on improved quality of care, provide empirical evidence
(including quantified outcome data) that verifies improved quality of care.

APPEND DOCUMENTATION AS ATTACHMENT GRC-3 AFTER THE LAST PAGE OF THIS SECTION,

D. Criterion 1110.230.d, Need for the Project

[s the need for the project based upon need assessment per Part 1100 or a variance? IE/\"es 0 No.
[f no is indicated, read the criterion and submit the following as applicable:

2z

Copies of area market studics including explanations regarding how and when thesc studies were performed.

Calculation of the need for the beds or services including the models used to estimate the need (all
assumptions used in the model and the mathematical calculations must be included).

Identification of the individuals likely to use the proposed beds or service by:
Provide lefters from physicians or hospitals which document how many patients were referred for this

service in the past 12 months, where the patients were referred and how many patients will be referred
annually to the proposed project.

. If the project is for the acquisition of major medical equipment that does NOT result in the establishment of a

category of service, provide documentation that the equipment will achieve or exceed the applicable target
utilization levels specified in Appendix B of Part 1110 within 12 months after acquisition.

APPEND DOCUMENTATION AS ATTACHMENT GRC-4 AFTER THE LAST PAGE OF THIS SECTION.




SECTION III. D. NEED

The following table summarizes the assessment of need as measured by Slate
standards. The standards exist for Med/Surg beds, ICU beds, Surgery, and
Radiology. These departments represent nearly 79 percent of the reviewable costs
and over 94 percent when closely supporting departments such as
Preparation/Recovery, Anatomic Pathology Lab, and Clinical Support are
included. The State need standard is met by 2015, two years after project
complction, in all cases where a standard exists. In fact, for all but Med/Surg
beds and Radiology Genera} Procedures, the standards are met for post-project
facilities using 2007 actual utilization. Actual performance is the strongest
evidence of the need for our services and therefore, this project.

UCMC is one of a select few academic medical centers in Illinois. Though the
medicai school was begun in the 19" ecntury and was affiliated with Rush
University, we opened our hospital on campus in 1927. Our history has been one
of steady, sustained growth and also one of remarkable accomplishment. Eleven
Noble Prize winners in medicine or physiology have been affiliated with the
University of Chicago. We are frequently named Best of the Best Hospitals in a
survey conducted for U.S. News & World Report, included in the Honor Roll 10
times in the past 12 years. The survey takes into account outcomes versus
expected mortality, technology in the hospital, patient/community services,
proccdure volume, nursing honors, and reputation among specialists in trcating
difficult cases.

We are among the largest hospitals in Illinois, with 9,500 employees in the
Medical Center, 775 attending physician faculty members, 620 residents and
fellows, and over 1,000 nurses. Among the nation’s leading academic medical
centers, we are relatively small, though we rank highly in such intensity factors as
NIH research funding per investigator (5™ nationally), Howard Hughes Medical
Institute [nvestigators per Capita (1*), and National Academy of Science
Membership per 100 faculty (5™). The Pritzker School of Medicine is relatively
smali but very select, with 6,000 applicants each year for 104 admitted. We are
known for the high proportion of our students who pursue careers in academic
medicine. In addition to well-regarded faculty and students, our nurses have
achieved the status of Magnet recognition Program by the American Nurses
Credentialing Center, one of only 235 hospitals nationwide. This award is
recognition of excellence in nursing practice and adherence to national standards
for the organization and delivery of nursing services.

We work to advance the understanding and treatment of disease and have many
notable accomplishments, which are detailed in ATTACHMENT MOD - 3A
Med/Surg Beds. There is an ongoing effort to achieve gains through research and
we sirive to bring novel treatment approaches “from the bench to the bedside”
through special programs such as:

» National Cancer Institutes — designated Cancer Research Center

ATTACHMENT GRC - 4




SECTION III. D. NEED

¢ National Diabetes Research and Training Center (ane of six in the
country

e National Institutcs of Health — funded General Clinical Research
Center (among the first such centers nationwide)

e The MacLean Center for Clinical Medical Ethics (considered the
leading ethics training program in the United States)

s The Jack Miller Center for Peripheral Neuropathy

The Gwenn Knapp Center for Lupus and Immunology Research

The Tang Center for Herbal Medicine Research

The Center for Health and Social Sciences

Joseph P. Kenncdy, Jr. Mental Retardation Rescarch Center

Howard Hughes Medical Institute (for research in molccular biology

and molecular genetics)

» The Brain Research Institute

¢ The Institute for Cardiovascular Research

e The Institute for Biophysical Dynamics

We offer services in a comprehensive array of specialties and have many
investigation trials underway at all times for new drugs or other therapies for the
most vexing diseases. We treat more than 26,000 inpatients each year and see
515,000 outpatient visits in our Emergency departments and outpaticnt clinics.
We are the largest provider of care in South Chicago and people come to us from
the majority of states and over 90 foreign countries with especially rare and
difficult conditions. There is an obvious and ongoing need for our services and
the modernization of our facilitics will enable us to continue to fulfill our role.

ATTACHMENT GRC - 4
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SECTION 111. D. Need for the Project

Reviewable Department

Med/Surg Acute Care
Icu
Surgery
Radiology

Interventional Radiology

MRI

CT

General Proecdures
Preparation/Recovery
Anatomic Pathology Lab
Central Sterile Process.
G Procedures
Pharmacy

Respiratory Therapy

Clinical Support

State Standard
for Utilization

88% occupancy
60% occupancy
1,500 hours/year
400 cascs/ycar
2,000 cases/year
2,000 cases/year
6,500 cascs/year
" no standard
na standard
no standard
no standard
ho standard

no standard

no standard

Post project usc rates based on:

Actual
2007

81%

67%

1,656

2,263

2,319

7,367
6,265

2nd Year
After Completion
2015

90%
5%
1,779
2,431
2,491

71,914
6,730

"Actual 2007" column reflects post-project beds, stations, procedure rooms, etc. at 2007

actunl patient volumes.

"Meets Standard” column is for FY 15, second year after project completion,

ATTACHMENT GRC - 4

Meets

Standard?

yes

yes

yes

yes

¥es

yes
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SECTION I E. 1. Size of Project

Dept, Catcpory
Radialogy
Procedure rooms
MRI

Interventional Rad.

GI Procedure
Bronchoscapy
Flucroscopy
Motility
General Procedure
Liver Procedure

Surgery
Operating Room
OR MRI
ORCT

Preparation/Recovery
Procedure Floor 5
Surgery Floor 6

Anatomic Pathology
Floor 2

Med/Surg Acute Care Beds
Floors 3, 2, 10

ICU Beds
Floors 8, 9, 10

Respiratory Therapy
Floor 9

Pharmacy
Floors 2, 10

Central Sterile Processing
Lower Level

Comparison With Applicable Standards

State
Standard

1,386/room
3,400/room
1,596/raom

1,386/raom
1,386/room
1,386/room
1,386/room
1,388/room

2,078/room
3.400/rcom
1,386/room

180/room
180/room

36/bed

401/bed

603/bed

8.9/bed

[2/bed

18/bed

Units

—

[ e B VA (S

24

53

49

240

180

60

240

240

240

6,930
3,400
11,172

2,772
4,158
1,386

13,860
2,772

49,872
3,400
1,386

9,540
8,820

%,640

72,180

36,180

2,136

2,880

4,320

Total Dept.
Standard

21,502

24,948

54,658

18,360

8,640

72,180

36,180

2,136

2,880

4,320

Proposed

36,422

13,839

61,389

37,038

8,254

141,552

49,173

1,959

11,602

9,296

Variance

(14,920)

11,109

(6,731)

(18,678}

386

(69,372)

(12,993)

177

(8,722)

{4,976)

Negative variances are those that exceed the State standard and are explained in the following pages.

/2¢€
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SECTION II1. Size of Project

1. A. Medical/Surgical Acute Care Beds

a. The patient beds will be located on the 8", 9", and 10" floors of the new
pavilion. We have designed a solid rectangular building, which yields an ideally
flexible floorplate for procedure arcas such as the Operating Rooms, Gl
Procedure, and Interventional Radiology. We have observed that the utilization
of these services has grown steadily over the past decades, while patient bed
utilization has declined. Therefore, to plan a building that will be efficient and
highly adaptable to changes in health care, we chose not to construct these upper
floors in more typical, double-loaded corridors often seen for patient bed towers.
Instead, rather than airways separating the bed wings, we will build out the center
core. The core will be comprised of on-call rooms, offices, equipment storage,
and support activities such as pharmacy and respiratory therapy. Presently, these
functions are acutely short of space. Unlike in 1983 when Mitchell Hospital
opened, today there is much more need for space at desks and computer
terminals 50 as to electronically process and document clinical care. On-call
rooms have long been in short supply, requiring double-bunking which is
problematic given the increasing number of women we have as students and
residents. The use of clinical equipment at bedside has increased greatly over the
years and we are chronically short of storage areas. The fully developed core
area provides for these needs.

Our design positions patient rooms are arrayed along the perimeter of the
building, meeting the requirement that each patient room have a window to the
outside. All rooms are private, which is the modern standard since people
overwhelming prefer the privacy this affords. While requiring more space, this
plan makes it easier to fill all beds since we don’t have to worry about gender
matches and other impediments to bed use. The most significant design feature
is the size of the patient room. At 311 nsf, it is significantly larger than the 154
nsf single rooms and 240 nsf double occupancy rooms most commonly found in
Mitchell Hospital. The larger room considers the area needed to accommodate
the doctors, residents, nurses, and technologists who all work at the bedside in a
teaching hospital. This increased size also provides for the numerous pieces of
equipment that are commonly found in a patient’s room. In any given patient’s
stay, lhere might be a ventilator, dialysis machine, multiple IV poles with many
infusion pumps, portable x-ray machines, and other diagnostic aids, in varying
combinations. A current frustration is where to position these devices while also
giving access to the patient by the doctor or nurse. Special attention has been
paid to the head of the bed where the nurse does most of his or her work.

In an effort to make this building as flexible as possible so that it can have a long
life as a hospital, we have created rooms and unit layouts such that each room
could be re-licensed as needed as an ICU room. Over the last 30 years we have
seen a tremendous change in the mix of acute care and intensive care in our
hospital. This change particularly affects tertiary care, academic centers. In
1977, we had 478 Med/Surg beds and 34 ICU beds, a ratio of 1 ICU bed for

ATTACHMENT GRC - 5A
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SECTION III. Size of Project

every 14 Med/Surg bed. In 2007, we have a mix of 327 and 92 respectively, a
ratio of 1:3.6. We propose with this new hospital 300 Med/Surg and 114 ICU, or
a 1:2.6 ratio. Given the long term trend we have experienced, it makes most
sense to plan the unit {o be as adaptable to change as possible.

Over the course of the last 30 years, the families of patients expect to spend long
periods of time in the room offering comfort and encouragement to the patient.
“Rooming in” has become the norm, especially since inpatient care has
progressively become more acute and the inpatient’s health status is more fragile.
With the current, limited space, rooming in can only be done with great
difficulty, forcing us to bring in cots during the evening and removing them the
next morning. When the doctors make their rounds and many people are in the
room, farnily members must frequently stand in the hallway. The planned rooms
have a zone at the window for sleeper chairs and recliner chairs. There will also
be wardrobes large enough for the patient’s clothes and other belongings and also
family coats and supplies.

The bathrooms are larger, and all are handicapped accessible. They also have
showers. In addition, there are visitor bathrooms on the floor and separate staft

toilets.

Qutside cvery two patient bedrooms, a charting alcave has been designed where
the nurses can sit and work at a computer, The alcove is positioned so that the
nurse can observe the patient, but being outside the room, it gives the patient and
family some degree of privacy. Wec believe this alcove arrangement will help the
nurses stay in close contact with their patients throughout the day. The central
nurse stations are also situated such that visualization is possible in most rooms
from each station. Each 28 bed unit has a central station and two satellite
stations to enable this. A guiding principle for design is that central monitoring,
nurse call, and other systems are helpful, but nothing is preferable to
visualization of our patients.

There are 38 isolation rooms planned. Infcction control is a serious and growing
problem in hospitals with the increased incidence of drug-resistant infections.
The 10" Floor bed units will be devoted to Hematology/Oncology patients, with
compromised immune systems. On the surgical floors will be organ transplant
patients, also with weakened immune systems. This huilding, at this stage, is
devoted to our most aeutely ill patients and this large number of isolation rooms
acknowledges their needs.

Opposite the patient beds are clean and soiled utility rooms, janitor closets,
nourishment rooms, stretcher alcoves, linen rooms, multidisciplinary work
rooms, and medication rooms. The medication rooms are single use, restricted
access, to give the nurses a quiet place to gather medications without noise and
distraction. We believe that this arrangement will help reduce medication errors.
The multidisciplinary work rooms provide areas where nurses, residents, and

ATTACHMENT GRC - 5A
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SECTION III. Size of Project

technologists can work together to facilitate communication and team building.

At 141,552 bgsf for acute care bed units, this project exceeds the State norm of
401 bgsf per bed, or 72,180 bgsf for the 180 beds. We summarize the reasons for
this variance in the following table “Medical/Surgical Beds Space Explanation”.
The greatest factor for deviation from the State’s standard is the area within each
patient room. The State minimum area, given 3 feet circulation around three
sides of a patient bed, is 100 nsf. The bed dimension used by IDPH is smaller
than current hospital beds. We have planned the rooms using AIA guidelines,
which suggest 5 feet depth for the caregiver side, 4 feet on the side of the family
zone, and 5 feet from the foot of the larger bed. We have a hand washing sink in
the room, though it is not mandated by the State. It is included for infection
contro!, and it is located near the room entrance so caregivers can wash their
hands upon entering and/or exiting. There is a storage area for towels, gloves,
other supplies, and waste receptacles. For the family zone, recommended by
AIA, we devote 32 nsf. In total, these factors account for 122 gsf beyond the
State minimum. Converted to bgsf, this is nearly 37,000 bgsf or more than half
of the variance.

Each bathroom has a shower, though this is not required. The toilct area is
handicapped accessible in all rooms, while ADA regulations stipulate oniy 10
percent of all patient rooms need to be handicapped accessible.

Regulations call for one isolation room on every unit. This requirementwould
amount to 7 rooms, while we will build 38 isolation rooms. Each room is
planned with an ante room of 81 nsf, so the additional 31 isolation rooms account
for an additional 2,511 nsf.

More space will be required because all rooms will be private. Had we included
both single and double occupancy rooms at the current ratio, there would be 102
singles and 39 doubles. The 311 nsf rooms could be used as doubles, so fewer
rooms would be needed. We adjust this space premium number downward so as
not to double count the excess space considered above with the AIA guidelines,
resulting in 9,501 nsf space premium for providing all private rooms.

The Chicago Building Code requires that there be no more than 100 feet distance
to exit a space vertically (stairs) or horizontally {through fire doors}. The NHP
will be 180 feet wide and 580 feet long. This must be divided into three building
compartments since the Chicage Building Code does not allow any individual
building compariments to exceed 39,000 nsf (our floors will be 104,455 nsf).
Within the three building compartments there must be separations to meet the
100 feet travel distance, dividing each building compartment into smaller fire
compartments. We estimate that an additional 8 feet by 100 feet of corridor was
needed in cach of the three building compartments to meet the 100 feet
requirement, for a total of 2,400 nsf.

ATTACHMENT GRC - 5A




SECTION I11. Size of Project

The IDPH architects have been involved in our project design and they have
offered many helpful suggestions. Some of these suggestions will require
additional space. For instance, an extra wide 12 feet central corridor was
recommended for the Surgery {loor since equipment is often in the Surgery
hallways and 8 feet clear corridor room is required at all times. We¢ plan to have
this extra wide central corridor on each clinical floor for the same reason it was
recommended for Surgery. The central corridor will be 390 feet in length on
these floors, resulting in 1,560 nsf extra per floor. The State architects also
encouraged us to plan for cxtra deep elevator lobbies used by patients and
material transport so that there is enough area to maneuver carts while patients
are wheeled by in other direetions. The lobbies in question would be 15 feet
deep rather than the 8 feet minimum, which produces an additional space
requirement of 2,406 per floor.

The total of the additional area required to meet cxtraordinary code and related
requirements is 6,366 nsf, or 6.1 percent of the typical 104,455 floor area.
Applying this factor to Med/Surg patient units area yields an addition of 13,620
bgsf.

In total, these factors total 79,700 bgsf of arca. This exceeds the 69,372 that we
are at variance with the Statc norm. We believe that these design elements will
be good for patient care, will be pleasing to our paticnts and families, will work
well for our clinicians, and are worth the cost. This modern design is seen in
projects at comparable academic medical centers across the country. The
following table summarized eipht recent projects with substantial patient bed unit
components. The patient room sizes range from 270 nsf to 330 nsf, with an
average of 302 nsf. This compares to our average room size (including toilet} of
318 nsf. For an entire patient unit, the eight other projects averaged 858 dgsf
compared to 674 dgs{ per unit for the NHP.

Also included for comparison is the recommendation from the American Institute
of Arehitects (AIA) health care group to the IDPH. This group was comprised of
health care architects that convened several years ago to study space needs in
modern hospital design. The group suggested optimum sizes of 950 dgsf for
universal, multi-acuity units and 800 dgsf for Med/Surg units.

We cite the IDPH General Hospital Standards, paragraph 250.2440.d)1}B which
mandate a minimum of 100 nsf per acute care patient rcom in making our
argument in section a above. We also considered the AIA Guidelines for the
Design and Construction of Healthcare Facilities (sections 2.1-3.1 and 2.1-
Al.12.c).

There are a number of objectives of this project, but primary among them is the
modernization of our main surgical operating suite, GI procedurc area, and
Interventional Radiology. Fach is in a separate building and each has cutgrown
its space, with no easy way to expand in its current location. The best solution is
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SECTION II1. Size of Project

a new building large enough to accommodate these key departments. Most of
the paticnts treated in these departments will be admitted to in-patient bed units
to recover. Since the new building will be located a block away from our adult
in-patient beds in Mitchell Hospital, and the transport of these patients will
involve a trip of 12 to 15 minutes, it is desirable to have patient beds in the same

building.

Another key factor in our planning is that Mitchell Hospital is of insufficient size
for modern in-patient bed units. The floorplate is 36,403, with beds located on
top four floors. Our plan is to relocate the beds from the top two floors to the
NHP. In Mitchell, the present area per bed is 418 bgsf, and there is a mix of one
doublc occupancy room for every 2.6 single rooms. The NHP area per bed is
786 hgsf. 1f we were to provide all private rooms with this modern design in
Mitchelt, that plan would yield 46 beds per floor, or 92 beds on the available two
floors. This bed complement is half of the 180 acute care beds that we need in
the NHP, and for this reason, we consider using the present building
architecturally insufficient..

d. Not applicable.
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SECTION III. Size of Project

2. A. Medical/Surgical Acute Care Bed Units

a.

Historical and projected utilization of our Med/Surg acute care beds is
summarized in the following table. In 2002, there were 80,869 days of care. In
2007 we reached 86,694 days. This is an average annual rate of increase of 1.4
percent. We note that this is a decline from the previous year’s total of 93,597
days. This reduction is the result of our intentional plan to refer patients to local
community hospitals to buttress their patient activity and to ensure that a less
acute level of care is provided in lower cost settings. In addition to these days,
we also saw 3,393 observation days in 2007, Usually these are patients who do
not stay overnight but occupy a bed during the day so that they can be observed
following invasive procedures, e.g. an Interventional Radiology procedure, or

~ observed for other reasons. These patients constitute a utilization of the inpatient

beds, even though their stay is not included in the usual count of days. The State
Agency has customarily allowed these days to be counted in demonstrating bed
utilization. Adding these days, and projecting the total to increase at the 1.4
percent annual growth rate, produces utilization rates of 89 to 90 percent of the
resultant 300 beds in the first two years after the NHP opens. This conforms to
the utilization standard of 88 percent for modernizing beds in a hospital of 200 or
more Med/Surg beds.

The projections are based on a simple {inear projection based on performance
over the past five years. We do not concentrate greatly on local area population
composition and trends as suggested in the Planning Board’s rules. These are
limiting and somewhat beside the point for an academic medical center that
draws from a broad area. In a recent year we saw patients from 41 of the 50
states and 46 foreign countries. During the year ending October 31, 2007, only
49 percent of our adult patients came from our primary services area, which
corresponds closely to the A-3 Planning Area. Another 43 percent come from
the Chicago Metro area which extends to the border with Wisconsin and into the
northwest corner of Indiana. The final 9 percent of patients came from beyond
Metro area.

In considering the projection of patient days here, several factors are material.
UCMC is the largest hospital in A-3 Chicago South. We are the last remaining
tertiary level hospital in this area. As other hospitals, community centers, and
other types of providers in this area have been in decline, patients have come to
us for their care. This does not always result in the best economic results for the
health care system -- since much of the care people need can be previded quite
well and at less cost in local clinics, private physician offices, or community
hospitals, We were involved in the creation of the South Side Health
Collaborative with a large number of community health centers to find medical
homes for patients who come to our Emergency Room for care that could be
better provided in community settings.

Beyond our primary service area, [JCMC attracts inany patients through our
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SECTION III. Size of Project

relationships with physicians in other city and suburban areas. We receive many
self-referrals, at a time when people are more likely to educate themselves on
their medical condition and where they can get the best, most advanced and
effective treatment for it. We are renowned for a wide variety of our programs
and rank highly in the well-regarded U.S. News & World Reports annual survey
of hospitals in the United States. In the most recent survey, we earned the
distinction of being named one of the best 18 hospitals in the country. These
results stem from strong clinical programs that represent hundreds of physicians
and many more nurses, technologists, and other caregivers. Because of the
reputation of excellence that we have built and maintain over the years, UCMC’s
past success and patient demand is the best indicator of future strength.

We expect to hire new faculty members as needed to replace those who retire or
are recruited away to other medical centers, or as needed to strengthen programs.

We continue to refine current procedures and try new approaches in an ongoing
effort to advance medical science. Our clinical faculty and researchers are
known for their skill and accomplishment and this underlies our ability to attract
patients from even great distances.
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SECTION IIL. E. 2. Size of Project - Utilization

PROJECTION OF MED/SURG PATIENT DAYS
(Reaching 90% Occupancy of Proposed Beds)

Observation Tots!
Historical M/S Beds  M/S Duys Days {1} M/S Days  Qecup
2002 324 ED.B69
2003 324 85,134
2004 324 E7.968 3,980
2005 327 92.044 3434
2006 327 93,597 2452
2007 327 86,694 3.393
12 mo. end Sep. 06 327 92,210 3,883 96,093 31%
12 mo. end Sep. 07 327 85,644 © 2,972 88.616 4%
Avg, Yearly Incrcase 1.4%
Projected
2008 327 89,546 75%
2009 327 90,800 76%
2010 327 92,071 7%
2011 327 93,360 78%
2012 327 94,667 79%
Open new beds 2013 300 95,993 88%
2014 300 9,337 89%
2015 300 98,699 20%
Note:

Observation days are actual counts of patients occupying a bed at the noon census but not counted
as an inpaticnt day. Thesc would be patients recovering from a procedure or being observed for another
reason but not admitted as an inpatient.

Conclusion: Total demand for M/S beds is conservatively measured by actual census plus observation patients,
Given a base of 88,616 days in 2007, if this demand were to grow by 1,4% per year (the compounnded average rate
over the past five years} we would reach 98,357 or 90% occupancy in 2015,
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SECTION II1. Size of Project

i. B. Intensive Care Beds

a. The proposed intensive care beds will be on the 8"‘, 9" and 10" floors, two 12

bed units on 8 and % and one 12 bed unit on 10. The 10™ Floor is devoted to
Hematology/Oncology service, which does not require the same proportion of
intensive care beds as the other floors. The design objectives for the patient bed
units is fully explained in Attachment GRC — 5A for Med/Surg beds and will be
discussed in more summary form here.

The design objectives centered on providing a bed unit so that the best possible
medical care can be practiced long into the future. We took note of long term
trends such as the steady increase in equipment that is brought to the bedside, as
well as the trend toward caring for more acutely ill patients and more obese
patients, the challenge of dealing with difficult infections that can be drug
resistant, and the strong desire among patients for family to be in the room, as
well as the expectation of privacy. In response to these needs, the design has
larger rooms, specifically 311 nsf compared to 178 nsf in the Rubloff ICU Tower
opened in 1983. There are two isolation rooms on each of the five units. There
is enough arca around the bed for equipment and the many physicians, residents,
medical students, and nurses that treat our patients, often in groups. There is a
family zone in the rooms with a chair that folds out to be a bed and a reclining
chair. There is a wardrobe for the patient’s possessions as well as room for coats
and other supplies the family might bring. There are bathrooms in each room,
but also room at the bedside for a commaode for the patients too ill to move to the
bathroom. The bathrooms are all handicapped-accessible and large enough for
bartatric patients.

The nurses station is large and extended, so that there are good sightlines into the
rooms, which are Jaid out in a linear manner. There are charting alcoves outside
of cvery two rooms where nurses can sit and do work at the computer, while
being able to look into the room to monitor the patient. Though the patients are
monitored by machines, it is of utmost importance that the nurses can sce the
patients easily.

At 49,173 bgsf, we exceed the State norm of 603 bgsf per bed, or 36,180 bgst for
the proposed 60 beds. We summarize the reasens for this variance in the
following table ICU Beds Space Explanation. The IDPH minimum area
requirement is 120 nsf, while we plan 311 nsf. We used AIA puidelines for
space and features within the room and determined that their recommendation of
5 feet of circulation for the caregivers around the bed on one side and at the foot
and 4 feet on the family side was 38 nsf per room larger than the State minimum.
There is a storage area for towels, gloves, other supplies, and waste receptacles,
which amounts to 18 nsf per room. For the family zone, which is recommended
by AIA, we devote 32 nsf. In total, these factors account for 98 nsf beyond the
State minimum. Converted to bgsf, this is 9,744 bgsf or three-quarters of the
variance to the State standard.

ATTACHMENT GRC - 5B
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SECTION I11. Size of Project

Bach bathroom has a shower, though this is not required. The toilet area is
handicapped accessible in all rooms, while ADA regulations stipulate onty 10
percent of all patient rooms.

Regulations call for one isolation room on every unit. This would amount to 5
rooms, while we will provide 10 isolation rooms. Each room is planned with an
ante room of 81 nsf, so the additional 5 isolation rooms accounts for an
additional 405 nsf.

The City of Chicago life safety code for fire safety is more stringent than the
requircments of most municipalities in the State. Our plan also includes the
strong recommendations of the IDPH architects by creating large center core
circulation on cach clinical floor and elevator lobbies that are twice as deep as
minimally required. These factors result in a space premium of 6.1 percent of
total area, or 4,732 nsf for the ICUs.

These factors result in additional space that totals 16,328 bgsf, exceeding the
State norm of 12,993.. Our design is good for patient care, is pleasing to our
patients and families, will work well for our clinicians, and is worth the cost.
This is 2 modern dcsign that is seen in projects of comparable academic medical
centers across the country. In the following table, we provide a comparison of
patient unit sizes in recent hospital projects. The patient room and toilet sizes in
the 8 hospital comparison group ranged from270 nsfto 330 nsf. We propose 318
in the typical ICU room. For the entire unit, the group average is 8358 dgst per
bed while we propose 674 dgsf. Also noted is the AIA recommendation to IDPH
of 950 dgsf for an optimally sized universal, multi-acuity unit.

b. We cite the IDPH General Hospital Standards, paragraph 250.2440.e)2}A)i
which mandates a minimum of 120 nsf per acute care patient room in making our
argument in section a above. We also considered the AIA Guidelines for the
Design and Construction of Healthcare Facilities (sections 2.1-3.4.2.1(1)(a).

¢. The ICU beds support the surgical patients to be treated in the NHP Operating
Room as well as the other invasive procedure areas. In addition, some ICU beds
are interrclated to the oncology service on the 10" floor. The travel distance
from the NHP to the Rubloff ICU Tower which houses most of the beds to be
relocated is 12 to 15 minutes. That distance is too long a trip for transporting the
most critical patients.

The floorplate of the Rubloff ICU Tawer is 6,153 bgsf, or 615 bgsf per bed. The
NHP area per ICU hed is 820 bgsf. Thus, the present building could only hold 7
beds per floor using this design and the 60 heds would require 9 floors. This plan
is unwarkable since Rubloff has only five floors are two are occupied by units
that won’t be relocating.
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d. WNot applicable.
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SECTION I11. Size of Project

2. B. Intensive Care Bed Units

a. Historical and projected utilization of our intensive care beds is summarized in

the following table. In 2002, there were 25,775 days of care. In 2007 we
reached 27,795 days. This is an average annual rate of increase of 1.5 percent.
We note that this is a decline from the previous year's total of 29,946 days. This
decline reflects our intentional decision to refer patients to local community
hospitals to buttress their patient activity and to ensure that the less acute levels
of care is received in lower cost settings. In addition to these days, we also saw
303 observation days in 2007. Usually these are patients who do not stay
overnight but occupy a bed during the day so that they can be observed following
invasive procedures, e.g. an Interventional Radiology, or observed for other
reasons. These patients constitute a utilization of the inpatient beds, even though
their stay is not included in the usual count of days. The State Agency has
customarily allowed these days to be counted in demonstrating bed utilization.
Adding these days, and projecting the total to increase at the 1.5 percent annual
growth rate produces utilization rates of 74 to 75 percent of the resultant 114
beds in the first two years after the NHP opens. This conforms to the utilization
standard of 60 percent for modernizing ICU beds.

The projections are based on a simple linear projection based on performance
over the past five ycars, We do not concentrate greatly on local area population
composition and trends as suggested in the Planning Board’s rules. These arc
limiting and somewhat beside the paint for an academic medical center that
draws from a broad area. In a recent year we saw patients from 41 of the 50
states and 46 foreign countrics. During the year ending October 31, 2007, only
49 percent of our adult patients came from our primary services area, which
corresponds closely to the A-3 Planning Area. Another 43 percent come from
the Chicago Metro area which extends to the border with Wisconsin and into the
northwest corner of Indiana. The final 9 percent of patients came from beyond
Melro arca.

In considering the projection of patient days, several {actors are material. UCMC
is the largest hospital in A-3 Chicago South. We are the last remaining tertiary
level hospital in this area. As other hospitals, community centers, and other
types of providers in this area have been in decline, patients have come to us for
their care. This does not always result in the best economic results for the health
care system, since much of the care people need can be provided quite well and
at less cost in local clinics, private physician offices, or community hospitals.
We were involved in the creation of the South Side Health Collaborative with a
large number of community health centers to find medical homes for patients
who come to our Emergency Room for care that could be better provided in
community settings.

Reyond our primary service area, UCMC attracts many patients through our
relationships with physicians in other city and suburban areas. We receive many
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SECTION III. Size of Project

self-referrals, at a time when people are more likely to educate themselves on
their medical condition and where they can pet the best, most advanced and
effective treatment for it. We are renowned for a wide variety of our programs
and rank highly in the well-regarded U.S. News & World Reports annual survey
of hospitals in the United States. In the most recent survey we earned the
distinction of being named one of the best 18 hospitals in the country. These
resutlts stem from strong clinical programs that represent hundreds of physicians
and many more nurses, technologists, and other caregivers. Because of the
reputation of excellence that we have built and maintained over the years, our
past success and patient demand is the best indicator of future strength.

¢. We expect to hire new faculty members as needed to replace those who retire or
are recruited away to other medical centers, or as needed to strengthen programs,

d. We continue to refine current procedures and try new approaches in an ongoing
effort to advance medical science. Qur clinical faculty and researchers are
known for their skill and accomplishment and this underlies our ability to attract
patients from even great distances.

ATTACHMENT GRC - 6B

/46




SECTION III. E. 2. Size of Project - Utilization

Historieal
2002
2003

2004

2005
2006
2007
12 mo. end Sep. 06
12 mo, end Scp. 07

Avp, Yearly [ncrease

Projected
2008
2009
2010
2011
2012

Open new beds 2013
2014
2015

Notes:

PROJECTION OF ICU PATIENT DAYS

ICU
Beds (1}
02

a2

w2

o2

92
92
92
92
92
t14
114
114

{Reaching 75% Qccupancy of Proposed Beds)

25,775
26,692
28,037
28,981
29,946
27,795
29,645
27.545

1.3%

Observation

Davs (2}

208
303
273
287

Total

[CY) Days
25,775

29918
27,832

28,145
28,567
28,996
29,431
29,872
30,320
30,775
31,238

Qecup

¥
B3%

34%
85%
86%
88%
89%
73%
Td%
75%

Observation days are actual couots of paticnts occupying a bed at the noon census but not counted
as an inpaticnt day. These would be patients recovering from a procedure or being observed for another
reason but not admitted as an inpatient,

Conclusion; Total demand for TCU beds is conservatively measured by actuai census plus observation
paticats. Projecting [CU bed usage to increase by the average annual increase scen between 2002 and 2007

of 1.5%, we expect 31,122 days by 2015 or 75 percent occupancy of the proposed 114 1CU beds.

ATTACHMENT GRC - 683




SECTION 1I1. Size of Project

1. C. Surgery

a. The space determined for Surgery was the product of three years of planning.

Initially, long range forecasts of activity were made in consultation with our
surgeons and other clinical stalf of the department. Space needs were determined
based on assumptions of workload throughput, expected acuity of cases, the
development of new technologies, our practice of academic medicine, and other
factors influencing the nced for space. There has heen constant interaction with
the staff and our internal planners and architects. Site visits were made to
recently completed projects in tertiary care facilities comparable to our own 1o
get an understanding of state of the art designs. Among the places visited were
UCLA, University of Alabama — Birmingham, M.D. Anderson Cancer Cenler,
Houston, Barnes-Jewish Center for Advanced Medicine, St. Louis, McDonalds
Pediatric and Cancer Research Building, Washington University, St. Louis, Van
Andel Institute, Michigan, and Institute for Integrative Genomics, New York
City. Qur architectural firm, Rafael Vinoly Architects/Cannon Design brings
extensive experience in hospital design and with steady and frequent interaction
with our staff have developed a design that will provide us with excellent and
adaptable facilities for many years to come. To facilitate this interaction, we
have provided on site space in the Medical Center where the architects werk
side-by-side with our staff.

The main driver of the space is the number of operating rooms. We have
operated at 15 in the General Operating Room that this facility will replace. We
propose 24. The resultant operating rooms are justified based on current hours,
which have becn gradually increasing. In addition to the ORs, we plana CT and
an MR room, dedicated to patients in the OR. Wc¢ do not count these in the
numbers reported for Radiology since their special dedication to the OR greatly
restricts their usage and productivity. The patients might be scanned before their
operation 1o provide up-to-the-minute verification of condition as seen in the
image. Alternatively, they could be scanned after their operation to ensure that
no further work is required. This capability will avoid our current problem: now,
when a patient is closed up then imaged the next day, further wark these back-to-
back surgeries cause, necessitatcs a scparate operation, Obviously, this burdens
the patient, both physically, emotionally, as well as financially. Clearly, having
these imaging devices within the opcrating room will be a great improvement.
Presently, the transport of a patient before his surgery to Radiology for the
imaging is expensive in terms of staff time and it can result in inefficient use of
the OR since it is uncertain when the patient will return and be available for
surgery. Qur design will likely positively affect the quality of surgery. For
example, a surgeon can be more conservative and sparing in removing suspected
cancerous tissue if he knows that immediate follow-up imaging can indicate
whether or not more tissue should be removed.

Attachment GRC - §, “Summary Comparison with Applicable Standards”,
establishes that we exceed the State’s standard for space in Surgery. The State
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SECTION III. Size of Project

standard, including allotments for the CT and MR rooms, is 6,731 bgsf less than
our proposed area. To justify this variance, we consider the minimum 360 nsf
from IDPH’s General Hospital Standards. In the layout of a typical OR included
in the section, there is room for the table, anesthesiologist, and surgeons around
the table, along with overhead booms. Because we are a teaching hospital, we
must accommodate residents and fellows at the side of the aitending surgeons.
The 360 square foot minimum area is shaded, and beyond, we will locate
equipment on wheels, such as video camera, ultrasound, utility cart, surgical case
carts, 1V supply cart, Mayo stand, kick bucket, lead shield, instrument table,
double basin stand, and suction canister stand. We estimate 150 nsf needed for
mobile equipment in the room plus 150 nsf for circulation around the equipment.
The clear, long-term trend is for more movable equipment, so we need to be sure
that the rooms will be large ¢nough to handle ever more equipment. The current
OR in Surgery Brain Research Pavilion (“SBRP™) was built in 1977, with many
rooms approaching 400 ns{. At the time they were constructed, these rooms were
considered quite large, and because we planned well, this operating suite has
served us well for 30 years.

Opposite the surgical table of each OR is a station for the circulating nurse. This
nurse sits at a movable table with a computer, telephone, writing implements, and
all of the pagers of the physicians in the room. The eirculating nurse documents
all activities in the room, including when the patient enters and leaves, wha clse
is present in the room, what skin preparation is done, the condition of the skin
under the Bovie pad, all equipment in the room identified by serial number for
cach device, when anesthesia is started, what the pre-operative diagnosis is, what
medications are administered from the ficld, when the incision is made, what
specimens are taken and where they are sent, if a tourniquet is used and under
what pressure, and identifies any implants used. The nurse counts all needles,
sponges, and instruments used. She or he makes frequent calls to the family
advising them of progress and relaying information the surgeons give, calls
Pathology Lab, Blood Bank, Pharmacy, or other departments (o ¢check on orders
or at the request of surgeons, answers all pagers, calls Bed Access Desk to
arrange for beds and inforin them of timing, calls the Lift Team if they are
needed, and contacts the appropriate staff rcgarding room cleanup time. We
estimate that, including circulation, 40 nsf of area is needed for the circulating
nurse mohile station.

The accompanying table Surgery Space Explanation quantifies the excess space
factors described above. The total area for mobile equipment (150 nsi),
circulation around the equipment (150 nsf), and the circulating nurse mobile
station (40 nsf) is 340 per room, or 8,160 nsf for the 24 proposed rooms. The
bgsf/nsf factor is 1.52, 50 there is 12,365 bgsf accounted for by the explanation
above. The proposed area exceeds the State norm by 6,731 bgsf, which we
justify by the requirements for more space within each operating room.
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SECTION T1I. Size of Project

b. We cite the IDPH General Hospital Standards, paragraph 250.2440.i}1), which
mandates a minimum of 360 nsf per operating room in connection with section a
above.

¢. Regarding architectural impediments in the existing building, SBRP — where the
General Operating Rooms are presently located -- has an area of 25,663 bgsf.
The floor of the NHP on which Surgery and Preparation/Recovery will be
located is 102,455 bgsf. To accommodate the propesed area would require four
floors of SBRP. This space is not availabie since there are research wet
laboratories on the other floors in the building. Spreading these departments over
several floors would create terrible inefficiencies due to the time spent waiting
for and riding in elevators moving from floor to floor. A critical factor in
planning the shape and location of the NHP was the imperative in placing
Surgery and Preparation/Recovery on one floor.

d. Not applicable.
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SECTION I11. Size of Project

2. C. Surgery

a.

Projected Surgery utilization, as measured by OR hours, for the first two years
after project completion is shown in the accompanying table. OR cases are
projected to increase slightly from 20,412 in 2007 to 21,926 by 2015. OR hours
will reach 65,812 in 2015, up from 61,270 in 2007. Using the State standard of
1,500 hours per OR, our hours in 2007 justify 41 ORs, more than the 37 ORs we
propose to have opcn after project completion.

While OR cases increased by 4 percent per year between 2005 and 2007, we
conservatively projected them to increase by only 1 percent per year, based on
approximately 1 percent per ycar increases expected for both inpatient
admissions and outpatient visits. The ratio of OR inpatient cases to admissions
and OR outpatient cases to visits is expected to remain at the same proportion as
experienced in 2007, again a conservative assumption since these ratios — more
cases per admission/visit -- have been increasing. Similarly, we project OR
hours to increase on the same basis as OR cases increase.

We expect to hire new faculty members to support Surgery as needed to replace
those wha retire or are recruited away to other medical centers, or as needed to
improve programs.

We continue to refine current procedures and try new approaches in an ongoing
effort to advance medical science. We foresee no significant impact to workload
in this regard that should be addressed here.

ATTACHMENT GRC - 6C
183




Admissions
Visits

OR Cases
[apatient
Outpatient
Total

OR Hours
Inpatient
QOutpatient
Total

Operating Rooms

HoursfOR

Rooms at 1,500 Hrs.

OR FACILITY UTILIZATION

2005 2006 2007 2014 2015
26,401 26,926 26,205 27,843 28,145
507,154 505,664 514,873 548,199 553,133

10,204 12,412 10,318 10,963 11,082
9,000 9,736 10,094 10,747 10,844
19,213 22,148 20,412 21,710 21,926
40,666 41,523 39,384 42377 42,836
17,718 20,189 21,386 22,770 22,975
58,384 61,712 61,270 65148 65812
28 28 28 37 37
2,085 2,204 2,188 1,761 1,779
39 41 41 43 44
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SECTION III. Size of Project

1, D. Preparation/Recovery

a. The Preparation/Recovery areas are located on the 5™ Floor to suppart
Interventional Radiology and GI Procedures and the 6" Floor to support Surgery
operating rooms. Several of the key design decisions were driven by infection
control considerations. With MRSA and other drug-resistant infections a serious
and growing problem, it is critical for hospitals to place a high priority on
preventing the spread of infection. Much of this can be accomplished by staff
training, but smart facility design also plays an important role. Rather than
having recovery stretchers separated by curtains as has customarily been done,
we chose 10 build approximately 10 foot by 11 foot rooms with hard walls. This
provides much more substantial separation from neighboring stations. In
addition, among the total 103 stations, we plan for 14 isolation rooms with
separate toilets and ante rooms. This number includes 5 block rooms, where
ancsthesia lines can be established prior to the patient going to an OR. These
roams are also set up with ante rooms and can serve as tsolation rooms.

Both floors served by Preparation/Recovery have large surgical/procedure
operations and are generally busy, but there are times of the day when activity is
less. To make most efficient use of the staff, the basic Jayout of the stations is
linear, stretching from east to west most of the length of the building. As
procedure activities decline as the day proceeds, the end portions of
Prepartion/Recovery can be closed off so that the staff can be concentrated in a
smaller area. The linear layout is also the arrangement whereby travel times are
minimized between the recovery stations and the OR/Procedure rooms.

Owing to the ebb and flow of activities on these floors and our desire to
accommodate changes in the {uture, we have designed each station so that it can
be used either for preparation, and Phase 1 or Phase 2 recovery. The State
minimum size for Phase 2 recovery is 50 nsf and for Phase 1 is 70 nsf, but rather
than restrict the usage by sizing the stations differently, we kept them of similar
size and large enough to serve in any capacity. Having this high degree of
flexibility will help us avoid having to place Phase 1 recovery patients in the
same vicinity as Phase 2 or Preparation patients.

The rooms are sized significantly larger than the State architectural minimum
requirement. Because we want them 1o be interchangeable, all are large enough
to accommodate a family member in Phase 2 recovery. This element of family-
centered carc is imporiant for the patient and their loved ones. We also find the
70 nsf minimum too small for the equipment that might be needed in the room.
The hard-walled rooms afford greater privacy as well, since medical histories,
physicals, or [ast minute assessments are often taken in this department. The
patient’s privacy is compromised if there are only curtains separating stations.
These rooms will also provide more comfortable accommodation when the beds
are full and patients are delayed in moving from Recovery to a bed unit. We do
our best to manage bed availability, but during the busy seasons finding open
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SECTION 1Il. Size of Project

beds becomes a challenge.

There are 5 block rooms on the Surgery floor. These rooms are used for cases
when more involved anesthesia will be used. Epidural or central lines are
established in these rooms. Placing these lines in the block rooms rather than the
OR room itself minimizes the time spent in the very costly, highly stafled OR.

The area proposed for this department is 37,038 bgsf, which exceeds the State
norm of 18,540. We provide the following table “Preparation/Recovery Space
Explanation” to explain the reasons for this difference. The IDPH General
Hospital Standards propose 70 nsf minimum requirement, while the proposed
rooms are 108.9 nsf larger. In providing a hard wall enclosure, with a2 2° 9” wide
stretcher and three feet on either side for equipment and circulation, room width
approaches 10 fect. The length of 11 feet is needed for 3 feet of circulation at the
foot of the hed. The room layout provided in this section gives a sense of how
well this larger room will be used. The State 70 nsf minimum size is shaded
within the room. If cubicle curtains were 10 be used, circulation space to either
size could be as little as 2 feet, since a nurse needing slightty more room could
intrude into the curtain, but with hard walls at least 3 feet of circulation on either
side is required. Our current OR Recovery area uses cubicle curlains, and the
staff do not enjoy the many occasions when they are working bottom-to-bottom.
The proposed room dimensions contribute 4,002 additional nsf beyond the
minimum required.

Ante rooms for isolation rooms are not required. We choose to specify them
because we believe they are more effective than a moveable screen is. The ante
rooms contribute 1,052 additional nsf.

In aggregate, the 6.6 square feet space differential caused by hard walls amounts
to 680 additional nsf for the 103 stations. The wall thickness also extends the
rooms farther than if there were cubicle curtains, which entails additional
corridor length in the amount of 2,225 nsf.

The extremely linear alignment of the rooms minimized transport distarices from
the ORs and helps in “collapsing” the department, as activity declines during the
day. However, there is a cost in circulation space. There is a requirement that
nurses at the central station be able to see into each station, so their station must
be set back further from the stations to have a sight line down the long linear run
of stations. We estimate the space premium of this setback at 1,200 ns[.

As discussed above, we made all rooms large enough to meet the most
demanding usage, Phase ! recovery. The minimum size for Phase 2 is 50 nsf
rather than 70 nsf for Phase 1. There are 39 stations most likely to routinely be
used for Phase | recovery, leaving 64 that could have been sized smaller. The
goal of having ultimate room flexihility has a space premium of 1,280 nsf.
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SECTION I11. Size of Project

Finally, we have had many meetings to date with officials from the City of
Chicago and IDPH architects, both of whom have requirements that must be met.
The City has some requirements peculiar to it that are more rigorous than found
elsewhere in Illinois. Some of these requirements were put in place after tragic
fires. These City requircments do exceed what is required elsewhere in the State,
and it is likely the State space norms are weighted to some extent by the non-
Chicago hospital projects that comprise the data set.

The City of Chicago Building code requires that there be no more than 100 feet
distance to exit a space vertically (stairs) or horizontally (through fire doors).
The NHP will be 180 feet wide and 580 feet long. This space must be divided
into three building compartments since Chicago code does not allow any
individual building compariments to exceed 39,000 nsf (our floors will be
104,455 nsf). Within the three huilding compartments there must be separations
to mcet the 100 feet travel distance, dividing each building compartment into
smaller fire compartments. We estimate that an additional 8 feet by 100 feet of
corridor was needed in each of the three building compartments to meet the 100
feet requirement, for a total of 2,400 nsf.

The IDPH architects are well involved in our project design and have offered
many helpful suggestions. Some of these suggestions will require additional
space. For instance, an extra wide 12 fect central corridor was recommended for
the Surgery floor since equipment is often in the Surgery hallways and § feet
clcar corridor room is required at all times. We plan to have this extra wide
central corridor on each clinical floor for the same reason it was recommended
for Surgery. The central corridor will be 390 feet in length on these floors,
producing 1,560 nsf extra per floor. The State architects also encouraged us to
plan for extra deep elevator lobbies used by patients and material transpori so
that there is enough arez to maneuver carts while patients are wheeled by in other
directions. The lobbies in question will be 15 feet deep rather than the § feet
tninimum, which produces an additional space requirement of 2,406 per floor.

The total of the additional area required to meet extraordinary code and rclated
requirements is 6,366 nsf, or 6.1 percent of the typical 104,455 floor area.
Applying this factor to the Preparation/recovery department area yields an
addition of 2,256 nsf.

In sum, the tota] additional space in this department is 12,694 nsf, or 19,668 bgsf.
This accounts for the difference in area between the State norm and cur building
plan.

. We cite the IDPH General Hospital Standards, Section 250.2440 ch)4) which

mandates a minimum of 70 nsf per Phase 1 recovery station and 50 nsf per Phase
2 station, used in making our argument in scction (a) above.
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SECTION 1I1. Size of Project

¢. Regarding architectural impediments in the existing building, SBRP, in which
the Preparation/Recovery stations supporting the General Operating Room are
presently located, has an area of 25,663 bgsf. The floor of the NHP on which
Surgery and Preparation/Recovery will be located is 102,455 bgsf. To
accommodate the proposed area would require four floors of SBRP. This space
is not available since there are research wet laboratories on the other floors in the
building. Spreading these departments over several floors would crcate
significant inefficiencies causcd by clevator transport and its resulting delays. A
critical factor in planning the shape and location of the NHP was the impcrative
of placing Surgery and Preparation/Recovery on the same floor.

Interventional Radiology is presently located in Mitchell Hospital. The

| architcctural impediment in that building is one of insufficient space. The Gl
Pracedure Unit is located in the DCAM outpaticnt building where a lack of space
is also the major impediment. By combining these two procedure departments
on one floor, they can share the Preparation/Recovery function which is much
more efficient than the currcnt separate operations.

|

|

d. Not applicable.
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SECTION 1. Size of Project PREPARATION/RECOVERY SPACE EXPLANATION

bgsf? Total
Room Rooms besf

State standard for Preparation/Recovery 180 103 18,540
Proposed NHP Preparation/Recovery 103 37,018

Excess Above State Standard 18,498

Explanation:

Minimum prep/recovery area 70
Qur dimension of 9'10.75" x 11 108.9
Increment for equipment, family visitor 3R.9

Q

Rooms Per Roopm Excess 0

Additional space for family member 103 389 4,002 S
Provision of ante rooms not required 14 75.1 1.052
Area accounted for by wall thickness 103 6.6 680

in excess of cubicle curmains.

Additienal corridor area due to larger 103 21.6 2,225
area necessitated by walls vs. curtains

Excess circulation area for linear layout 1,200
Additianal room size for maximum flexibility 64 20 1,280
Chicago/IDPH requirements in excess of codes 2,256

Total Excess Space Explained 12,694
besf laclor 1.55

Explanation of Additiona! Space Total 19,668
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SECTION I11. Size of Project

2. D. Preparation/Recovery

a. We are unclear if this is considered a utilization standard, but the Appendix B
State and National Norms indicate a standard of no more than 4
Preparation/Recovery stations per OR. In the following table, we show that for
2007 there were 45 OR and procedure rooms {GI Procedure and Interventional
Radiology) supported by 71 preparation/recovery stations. Upon praject
completion, we will have 128 stations supporling 62 ORs and procedure rooms, a
ration of 2.1 stations per room, which is within the State standard of 4.

b. Projected numbers of rooms and stations are based on project plans and the
expectation that ORs in the DCAM and Comer Children’s Hospital will not

increase.
c. Not applicable.

d. Not applicable.
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RECOVERY FACILITY UTILIZATION

Operating Rooms
Angiography Labs

(1 Procedure Rooms

Recovery Stations:

Scrving ORs
Recovery Stations/OR

Serving Angio Labs
Recovery Stations/Angio

Serving Gl Procedure
Recovery Stations/Gl Rm,

Total ORs, Angio, GI Rms.
Total Recovery Stations
Recavery Station/OR, etc.

State Standard
Total OR/Pracedure Rooms
Standard
Rooms at Standard

2007

39
1.4

12
24

20
LT

45
71
1.6

45

(80

2014

37
7

18

75
2.0
2.6

35

1.9

62
128
21

62

248

/6 2.

2015

75
2.0

18
2.6

35
1.9

62
128
2.1

62

248
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SECTION III. Size of Project

t. E. Anatomic Pathelogy

a. Anatomic Pathology will accupy 8,933 bgsf on the 2" Floor. It consists of

separate areas for Surgical Pathology and Cyiopatholo%y, Both serve the
procedure areas on the 5" Floor and the OR’s on the 6" Floor. Tissue and fluid
samples will be delivered via dedicated dumbwaiters. For some GI procedures,
the gastroenteralogists prefer having the Cytopathology specialist in the
procedure room so that there is immediate communication about the assessment
of the sample and so that all can see the image under the microscope, with the
remainder of this work performed in the lab area, It is important for this function
to be located where tissue samples can be sent quickly from the OR to the lab.
Vertical transportation is oftcn quicker than horizontal and having dedicated
dumbwaiters will ensure speedy delivery. The surgeons, ancsthetist, nurses, and
other staff participating in the surgery will all be waiting while the sample is sent
and assessed in the lab, Mote important, the patient will be on the table, under
anesthetic, so it is critical that the lab assessment happen as fast as possible.

The space is planned based on the work sequence in the labs. For Surgical
Pathology, there is an accession desk where samples are received and logged in
for tracking. The grossing station is used to trim away supcrfluous maiter. The
tissue is then moved to the cryo-preservation area where it is flash frozen. It is
then cut by a micrototue into a very thin slice. This frozen section is then
coverslipped and sent to the microscope area where it is studied. This process
involves different activities and equipment, which is what guides the design, The
layout is planned to minimize the time needed to move the sample from station to
station, while keeping enough separation to minimize noise and distractions.

The planned area of 8,933 bgsf slightly exceeds the State standard of 36
bgsf/bed, which, when applied to the 240 beds in NHP produces a target area of
8,640. We exceed this standard by 293 bgsf. We have created enough
circulation for Pathology residents and medical students to watch and participate
in the lab’s work, which could account for this excess.

We feel that the State standard may be outdated, using a general size measure of
bcds in determining an appropriate space norm, while not accounting for an
increasing amount of surgical procedures taking place in tertiary level medical
centers. At UCMC, we had 19,000 hours of surgery in 1977 and operated 719
beds. Thirty years later we had 61,000 hours and 596 beds. This represents an
increase in surgical intensity of 287 percent and demonstrates that a space
measure predicated merely on beds does not consider the increasing infensity of
surgical workload over time. The Surgical Pathology component of Anatomic
Pathology is almost entirely devoted to support Surgery, so as Surgery has grown
and requires more space, so has this department.
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SECTION II1. Size of Project

b. There do not appear to be applicable planning standards in the IDPH General
Hospital Standards Scction 250.2440.

¢. Architectural impediments in the existing building are not germane. Since the
plan is to relocate the main OR suite to the NHP, the Anatomic Pathology facility
should be as close as possible so as to provide the quickest analysis possible for
the OR. This objective is achieved with the NHP building in that these
departments are connected by elevators or dumhwaiters, the most cffictent
arrangement.

d. Not applicable.
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SECTION Il1. Size of Project

1. F. Central Sterile Processing

a. The location and layout of Central Sterile Processing (“CSP”) is dictated by the

floorplan for Surgery. Surpery will be located on the 6" floor, using the entire
floor. The most efficient arrangement is to have CSP in the same building, with
dedicated elevators to move soiled and clean instruments and other equipment
between the areas, Because the Surgery floor is so large -- 540 feet from end to
end -- IDPH architects recommended that two sets of elevators on either side of
the building be used to connect the departments. This plan minimizes travel
times on the Surgery floor for the movement of clean and soiled instruments, and
also minimizes the chance of contamination over longer transport distances. As a
result, the CSP spans the distance between the two infrastructure cores of the
building, with two separate intake points and decontamination arecas. Soiled
instruments are received, cleaned of large debris, then sent through washers into
the central clean work area. Here the instruments are sorted and picked to
assemble new trays, which are wrapped, placed on carts, then put into sterilizers,
to be moved to the adjacent clean holding area. When needed, these carts of
instruments are taken to clean elevators and moved to the Surgery floor.

The State standard for CSP is 18 bgsf per bed, producing 4,320 bgst for this
building housing 240 beds. We have designed an area of 9,296 bgsf. One factor
that accounts for the difference in area is the two decontamination zones, Were
there but one intake point rather than two, an area 33 percent less could provide
enough space for this step in the cleaning process (1,422 bgsf of the 4,311 bgsf
decontamination arca). Perhaps one-third of the 3,076 bgsf (1,015 bgsf) clean
workroom 1s available for installing additional washers and sterilizers should
more operating rooms be created on the 6" Level. 1t is possible, by relocating
certain staff support functions, to increase OR’s from 24 to 28. If other
procedure areas in the building expand their workload, this would also put
additional demands on CSP. We are trying to be forward thinking with this
project, so that we will have a building that will meet our needs for at least the
next 30 or 40 years. This need accounts for approximately half of the variance.

We are uncertain about how the State standard for this area was determined, but
the small size it yields suggests that it came before current case carts systems
were in use. At UCMC, large carts are filled with trays of instruments. The
soiled instruments are brought to CSP in the carts, the instruments are cleaned
and sterilized separately, and the carts go through a cart washer, before being
loaded again. The many large carts that come through CSP must be
accommodated with extra circulation space, carts washers, and space 1o park the
carts. W estimate a 30 percent of the area for these purposes. Prior to case cart
systems, the cleaning/sterilizing facilities were in the OR proper and staff simply
brought trays of instruments ar individual instruments to the cleaning area. Case
carts account for most of the rest of the space variance.

We feel that the State standard is archaic, using a general size measure of beds,
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SECTION I1I. Size of Project

which does not account for ambulatory surgery and outpatient procedures which
require instrument cleaning. The State’s standard also does not account for an
increasing amount of surgical procedures taking place in tertiary level medical
centers. At UCMC, we had 19,000 hours of surgery in 1977 and cperated 719
beds. Thirty years later we had 61,000 hours and 596 beds. This represents an
increase in surgical intensity of 287 percent and demonstrates that a space
measure predicated merely on beds doesn’t consider the increasing intensity of
surgical workload over time,

b. There do not appear to be applicable planning standards, other than a list of
rooms by function found in IDPH General Hospital Standards Section 250.2440.
We will provide these functions.

c. Architectural impediments in the existing building are not germane. Since the
plan is 10 relocate the main OR suite to the NHP, the Central Sterile processing
facility should be as close as possible so as to minimize transport time and costs
between the two departments. This is achieved with the NHP building in that
these departments are connected by elevators and results in the most efficient
arrangement.

d. Not applicable.
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SECTION II1. Size of Project

I. G. Radiology

a. Radiology is found on the 5™ Floor and includes 2 CT rooms, | MR room, 2

General Radiographic rooms, | Fluoroscopic room, and 7 Interventional
Radiology raoms. (There is an MR and a CT room dedicated to patients in the
OR on the 6™ Floor. Owing to the restrictive use of these devices, they are
discussed as part of Surgery found in Attachments GRC-5C and MOD-3C.)
Interventional Radiology is an obvious choice for the Procedure Floor since it
can share the Preparation/Recovery area with GI Procedures also on this floor.
The other imaging rooms can be easily accessed by patients in the bed units on 8,
9 and 10 since they are very close to the patient elevators. The rooms are
situated close together and all share an On Dcck area that has 7 cubicles for
patients on gurneys waiting for imaging rooms. Because the patient units are a
quick trip away, they can be brought down soon before their procedure to avoid
long waits away from the comforts of their room. Thus, the staging area 13
relatively small. We have done extensive tests for vibration since we foresee 3T
and higher MRI’s on this floor that are very susceptible to vibrations. These
rooms will be located in an area least prone to vibration. Interventional
Radiology and the other imaging rooms each have a wide utility core that serve
the procedure rooms and provide work areas for Radiology stall. Corridors are
arranged so that patients have their own separate travel routes separate from the
staff work areas. This design addresses concerns about infection control as well
as providing privacy and comfort of the patients. There are three large reading
rooms serving both areas, as well as a number of stretcher alcoves and clean and
soiled utility rooms.

As is summarized in the following table, we have planned 36,422 hgsf for
Radiology, which exceeds the State standard of 21,502 by 14,920 bgsf. A good
share of this variance can be accounted for in Interventional Radiology. These
rooms are built to conform to OR standards since we believe this is safer for the
patient and considers the direction that this service has taken as it has developed.
The AIA standard (AIA Guidelines for the Design and Construction of
Heaithcare Facilities, paragraph 2.1-5.4.1.2) for this type of room is a minimum
of 400 nsf, while we have designed ours at 661 nsf. As can be seen in the room
layout diagram, this additional area is needed for circulation around the table and
equipment along the room’s periphery. Because there will be fellows, residents,
and medical students in the room, the extra circulation area is nccessary. In
building the rooms to OR standards, we have placed the support equipment room
outside the procedure room so that this equipment docs not have to be wiped
down and cleaned afler each case. Scrub sinks are located outside of them room,
rather than inside. There is also a material transfer room just outside of the “red
zone” to keep materials transporters and their carts out of the sterile zone. The
wide Control/Utility Core hetween the rocms is 18 feet wide to accommodate the
residents and medical students who must leave the procedure room when images
are taken. The equipment control stations with their monitors arc outside the
room and there has to be sufficient arca around the monitors for the residents to
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SECTION III. Size of Project

pather around. This utility core could be half as wide were it not for the teaching
responsibility here. The reading rooms are also similarly oversized to handle the
students and residents who accompany the radiologists.

The CT rooms are 679 nsf, in excess of the AIA Guidelines 400 nsf minimum.
As can be seen in the CT room diagram in this scction, the extra space around the
scanner is needed for staff, residents and students, and supplies, carts, and other
equipment that might be in the room. The Radiographic and Fluoroscopy rooms
are based on the AlA minimum of 250 nsf, but are increased to 427 nsf for the
same reasons {diagram in this section). The Control/Utility core is 19.9 feet wide
but could be half as wide if not for the tcaching needs. The Reading Room is
also oversized.

The following table shows thesc calculations for the additional space needed.
The total explained is 15,912, which accounts for the excess above the State

standard.

We are employing architects with expertise in hospital design. To plan for
Radiology space, they draw from their work on other recent hospital projeets.
They also consult manufacturers such as Philips, Siemens, and General Electric
to learn of the requirements far each type of equipment regarding room
dimensions, electrical and HVAC support, and other factors. Finally, there is a
careful and thorough iterative process of discussing the plans with radiologists
and technologists to understand how the space is to function and assure that
nothing is forgotten. This collaboration is an ongoing dialogue for each stage of
the architectural process and our experience is that it results in finished facilities
that function well and can accommodate changing requirements.

The architectural impediment of the other buildings where Radiology 1s now
housed is that these locations would not be convenient for the patients in the
NHP. Transporting a patient from the upper floors of the NHP to Mitchell
Hospital, where the inpatient Radiology facilities are now located would be a
lengthy trip. There would be elevator rides in both buildings and a 900 foot ride
through the basement of the adjoining DCAM, through a tunnel under Maryland
Avenue and 58% Street, then down a tunnel alongside Mitchell and into the
Mitchell basement. This route would take 12 to 15 minutes, involving the
transport of our most acutcly il paticnts. On many trips a nurse and sometimes a
physician would have to accompany the patient to monitor vital signs. This long
and circuitous transport is risky, would be uncomfortable for the patient, and a is
costly use of staff time.

d. Not applicable.
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SECTION llI. Size of Projcct

2. G. Radiology

a. Projected Radiology utilization for 2014 and 2015 are shown in the foliowing

table. General Procedures will average 6,730 cascs per room, meeting the State
target of 6,500. CT cases will be 7,914 per room, ahead of the target of 2,000.
MRI will reach 2,491 per machine, also surpassing the State target of 2,000.
Finally, Interventional Radiology will be at 2,431 per room, far exceeding the
State norm of 400.

Projections of Radiology utilization were made on the conservative assumption
that 2007 actual levels would remain at the same proportion to inpatient
admissions and outpatient visits. Admissions are expected to increase by about
1.4 percent per year, the rate of increase seen between 2002 and 2007. Visits
will increase by 0.9 percent, the average compounded rate of increase between
2002 and 2007, Actual growth will likely be greater, since General procedures
and Interventional Radiology cases increased by about 17 percent the last four
years and CT and MR by about 48 percent, while projecting at merely the growth
rate expected for admissions and visits shows an increase over the next 8 years of
only 7 percent. Even with this modest assumption, all State standards are met.

We expect to hire new faculty members to support Radiology as needed to
replace those who retire or are recruited away to other medical centers, or as
needed to strengthen programs.

We continue to refine current procedures and try new approaches in an ongoing

effort to advance medical scicnce. We foresee no significant impact to workload
in this regard that should be addressed here.
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Admissions
Visits

General Procedures
Inpatient
Qutpatient
Total
Rooms
Cases/Room
State Standard

CT
Inpatient
QOutpatient
Total
Rooms
Cases/Room
Stale Standard

MRI
Inpatient
Outpatient
Total
Rooms
Cases/Room
State Standard

Interventional {Angio)
Inpatient
Outpatient
Total
Rooms
Cases/Room
State Standard

RADIOLOGY FACILITY UTILIZATION

2005 2006 2007
26,401 26926 26,205
507,154 505,664 514,373
81,304 83,758 76,903
61,228 58935 67,200
142,532 142,693 144,103
21 18 19
6,787 1927 7,384
16,503 17,601 19,035
31,836 35,166 39,905
48429 52,767 58,940
6 6 6
8,072 8795 9,823
3239 3370 4,124
10,205 10,877 12,108
13,444 14247 16,232
6 6 6
2,241 2375 2,708
8,107 8873 8,433
6,602 7495 7,410
14709 16,368 15,843
4 5 5
3677 3274 3,169

2014 2015
27,843 28,145
548,199 553,133
81,711 82,596
71,550 72,194
153,260 154,789
23 23
6,663 6,730
6,500

20,225 20,444
42,488 42,870
62,713 63,314
8 8
7,839 7,914
2,000

4,382 4,429
12,892 13,008
17.274 17,437
7 7
2,468 2,491
2,000

8,960 9,057
7,890 7,961
16,850 17,018
7 7
2,407 2,431
400
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SECTION I11. Size of Project

1. 1. Pharmacy

a. Pharmacy is located in 7 different buildings, with the main production facility

plus administrative offices in Mitchell Hospital. There are satellite pharmacy
operations in many buildings so that pharmacists can work more collaboratively
with physicians and nurses treating patients. Therc are pharmacy operations
within the three different surgical suites, on the Hematology/Oncology floor, and
other areus were drugs are used intensively.

We propose 11,602 bgsf of Pharmacy space in the NHP, a main production
facility on the 2™ Floor, and smaller preparation areas in the OR and on the 1™
Floor Hematology/Oncology patient unit. The [atter two areas are a continuation
of bringing the preparation/dispensing functions as closc as possible to where the
drugs are administered. This plan rcduces delivery time, minimizes errors since
communication is more direct, and places the pharmacists ¢lose to the caregivers
so that real collaboration can occur. The pharmacist makes rounds with the
physicians and can suggest adjustments to the drug regimen bascd on the
eondition of the patient and how the patient is responding to the medications he
is receiving. The 8,254 bgsf area on the 2" Floor may become the Medical
Center’s main production facility and the Mitchell Hospital operation will be
reduced, with administrative offices and conference rooms expanding. The NHP
will house the most acutely ill patients, and these patients receive mare
medications than the other patients. In particular, the Hematology/Oncology and
Transplantation services will be in the NHP. These patients are most likely to be
receiving novel investigational drugs that require special attention and handling,
thus it makes sense to locate the production close to where they will be
administered. Some of these drugs are physically fragile and most be transported
gingerly, without undue shaking, lest the drugs break apart and become unusable.
Others require special refrigeration at specific temperature ranges, so long
delivery times are not feasible.

The State standard is 12 bgsf per bed. We are unceriain haw this was derived,
but in consulting with our Pharmacy staff, we have concluded that it must have
been developed many years ago. This standard, when applicd to the 240 beds in
the NHP produces a target area of 2,880 bpsf, far less than the 11,602 bgsf
proposed. The satellite operations in the OR and Hem/Onc patient floor alone
exceed this amount. For that matter, the robotic device that picks and assembles
drug orders requires a 32 feet by 10 feet footprint and 800 nsf circulation, or
4,000 nsf in total. Grossing this up produces 4,760 bgsf on the 2" Floor, or 65
percent greater than the State norm for the entire building. This space
requirement is just for the robot, our main production machine, and space is
needed for many other production functions plus the satellite operations. The
State standard is so {ar off from what Pharmacy needs in a tertiary level teaching
and research hospital, that we have not done a quantitative analysis bridging the
wide gap betwcen our proposed area and the standard. The difference is so
significant that it suggests that the standard and where we are now are several
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SECTION I1II. Size of Project

generations removed. Instead, we will examine what changes have occurred in
Pharmacy over the last 30 years and how thesc require space.

Pharmacy has grown greatly in size and complexity. One indication is that our
Drug Formulary has increased thrce fold to approximately 5,000 drugs from
1977 to 2007. Cost of drugs now exceeds $60 million annually. Staff has
doubled in numher, owing to much greatcr specialization needed. In terms of
complexity, we have 10 different freezers and refrigerators, because we store
drugs that require different temperature ranges. We do a lot of special drug
compounding and many require special handling, such as the drugs employing
recombinant DNA technology. Investigational drugs are often used in clinical
trials, notably in Hematology/Oncology and Transplant Surgery. Thesc cntail
spectal preparation, tracking, and reporting.

For the more routine, high use drugs, we use a robotic device. Essentiaily, the
drugs are bar coded in unit dose packages, placed on hundreds of spindles, then a
mechanical arm receives instructions from a computer to gather drugs for the
patients. (The large area required for this system is described above.) There are
3,000 different drug orders each day for our inpatients. The medical bins for
cach patient are larger since more medications are provided and the unit-dose
packaging uses more space. The larger bins require larger delivery carts, which
in turn take up more space in the production area as they are filled. Drugs that
are used less frequently arc dispensed by staff, who need room to count and
package the drugs. Space is also required for the bottles containing the drugs.
There are the compounding arcas for special products that need preparation.
Crash carts have become the responsibility of Pharmacy since a certain number
of drugs are placed on the cart. Staging for cart inventorying, assembly, and
storage requires space. Intravenous admixtures are prepared in special clean
rooms with laminar flow hoods above the work area. These products also require
clean storage arcas,

Hospitals have evolved toward a more integrative approach to pharmacy service
whereby satellite operations exist on the patient units and ORs so that the
pharmacist or pharmacologist can work as a true member of the team of
clinicians. The pharmacist can see how the patient is doing on his medications
and engage in a dialogue with the physicians about whether dosages or drugs
should be changed. Thus, the special knowledge of the pharmacist is brought to
bear in a more useful way. This interaction is a critical change in reducing
medication errors, which is a serious quality of care issue in hospitals since drugs
are used more intensively and can be more harmful if mistakes are made. These
satellite operations require space, sometimes just an office for the pharmacist,
sometimes compounding/assembly and storage arcas for drugs prepared for use
in the area.

In conclusion, while we are at variance with the State norm of 2,880 bgsf, we
believe that the State standard is wholly inadequate in a modern academic
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SECTION II1. Size of Project

medical center. The 11,602 bgsf planned for the NHP is what is required for
complex pharmaceutical services to be provided safely, quickly, and effectively.

. The 1DPH General Hospital Standards Section 250.2440¢)4 address Pharmacy.
Thete are not specific sizes cited, but state that the area demands arc dependent
on the size and type of pharmacy services to be provided, the drug distribution
method, and whether pharmacy services are shared with other entities, The
Pharmacy spacc we have designed meets the particular needs for our service.

The main Pharmagy area is lacated in Mitchell Hospital and occupies 8,863 bgsf.
This area is undersized for our current needs. Pharmacy shares the Mitchell
basement level with Clinical Laboratories, Central Sterile Processing, and Patient
Transportation and there is not room for expansion, though each of these
functions needs more space. The unavailability of space is the architectural
impediment.

d. Not applicable.
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1. L. Future Development

a.

We seek the Board’s approval of the construction of 198,478 bgsf of space for
future development. Most of this shelled space will be found on the 2™ and 3%
Floors, with another 10,653 bgsf built on the Lower Level. We have had a long
history with the Planning Board with the approval of shelled space and the
responsible review and development of that space later. In 1993, we received
approval to construct the 505,000 bgsf Duchossois Center for Advanced
Medicine (*“DCAM™). Included in this approval was the entire 3™ floor of 66,000
begsf of shelled space. Four years later we appeared before the Board with an
application to finish this floor for General Medicine, OB/Gyn, and Pediatric
clinics. We were not ready to develop these clinics four years earlier, but
because we had built a floor in the original construction, we saved many
additional millions of dollars, to say nothing about having the ideal location for
outpatient facilities.

In 2004, we proposed the Comer Center for Children and Specialty Care, a four-
story building adjacent to the Comer Children’s Hospital. [t would house the
Pediatric Emergency Department on the first floor, yet we were not ready to
develop additional space. As we have discussed, it would be wasteful and
shortsighted to tie up a prime site location with a one-story structure. We had
been advised by the City of Chicago that it was unlikely that they would approve
an addition above the Emergency Department at a later date, due to safety
concerns. The Health Facilities Planning Board expressed it’s reluctance to
approve the 75,000 bgsf of shelled space, since it amounted to approving
facilities that might later be developed without its review. But the agency
granted approval with the stipulation that we return for its review of the shelled
space, whether it be for a reviewable purpose or not. We returned in 2007 for
relocation of Pediatric Clinics to the 4™ Floor of this building. We pian to submit
an application in the next few months to locate faculty offices (not ordinarily
reviewable) and the pediatric chemo-infusion unit and support pharmacy in the
remaining space. This plan is evidence that shelled space can be built, then
properly reviewed by the Board, which retains its full authority while granting
the applicant critical {lexibility. We are most appreciative of the Board’s
accommodation and commend them for proposing new rules to allow for shetied
space along the terms stipulated for our 2004 project. In that spirit, we
respectfully ask the Board to approve the shelled space proposed in the NHP.

The likely use of one of the two full floors to be shelled is for inpatient beds. We
are relocating 180 Med/Surg beds, 38 ICU beds, and adding 22 ICU beds. Left
behind in Mitchell Hospital will be 120 Med/Surp beds, 28 ICU beds, and 50 OB
beds. The three paticnt bed floors proposed for NHP house 80 beds per tloor, so
some combination of the bed categories remaining in Mitchell would be huilt in
NHP at a later date.

The other full NHP {loor will likely be used for a consaolidation of our cardiac
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diagnostic and treatment services. These services, which include Cardiac
Catheterization, Heart Station, Echocardiology, Electrophysiclogy, and Cardiac
Rehabilitation, are spread among six separate buildings on our campus. UCMC’s
cardiac diagnostics is a strong program, and it is undergoing a revitalization via
the recruitment of new section chiefs and cardiologists.

The last area is at the Lower Level, adjacent to the DCAM where Radiation
Oncology and Cellular Biology is located. This department has been in its
present space since 1996 and on its present utilization trajectory, it will need
space for growth after the completion of the NHP in 2013, This is a smaller area,
comprising 10,653 bgsf. Because there is space outside the upper floer building
dimension helow grade that was open, it made scnse to extend the building’s
foundation to capture it. The location is ideal for Radiation Oncology since it is
adjacent and underground, ideal for housing its linear accelerators.

The main rcasons for creating shelled space are location and cost savings.
Hospitals are unique among businesses in that they are comprised of a multitude
of different functions, and most have a high need to be close to one another for
operating efficiencies, improved communication, and professional interaction.
One of the big challenges hospitals have had over the past 60 years is as they
have expanded, they have done so in suboptimal ways in terms of layout,
creating buildings one after the other, with inevitable long travel times between
buildings, operational inefficiencies, and confusing wayfinding for patients and
visitors. From a design perspective, the ideal is to start over every 30 or so ycars
with a huge building, but the constraints of site and cost generally prevent this
approach. Several years ago Northwestern Memeorial Hospital and Cook County
Hospital ushered in 2 new era when they built very large replacement hospitals.
Recently, Rush Presbyterian St. Luke’s and Children's Memorial have proposed
equally large and ambitious projects, representing significant, and in the case of
Children’s, a complete replacement of their facilities. The architectural gains
that these large projects represent are considerabie, since layouts can be
optimized versus the cobbled together approach of ycars past. With the NHP, we
expect to achieve these gains.

By shelling space, we have assured ourselves of future space located within this
large, modern building. Thus, the problems of impossible-to-achieve
adjacencics, long travel times, and dislocation of existing operations are reduced.
Because our resources are finite, we choose not to develop all the space
immediately. Besides the cost savings, we avail ourselves of easily availablc
new space that can be developed in future years when new technologies, new
programs, and changed priorities present opportunities that aren’t known now.
We believe that this is smart planning. There are obvious cost advantages as
well.

Several years ago during the Master Design Phase, we considered a building with
open spaces and support pillars between the first and fourth floors. In the
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building core would be elevators, stairways, pneumatic tubes, ventilation shafts,
and electrical and plumbing risers. With this approach, the open space could be
built out at a later date. We thought long and hard about what advantages and
challenpes this would present us. There was concern about the additional costs
for encasing the concrete support columns in stainless steel or other costly
material to protect them from the elements. There was also the need to create a
waterproof floor and ceiling to prevent leaks and degradation of the building.
These would be extra costs versus enclosing the area. Then there were the
concerns about doing the complete buildout once the building was occupied. The
slaging would be complicated in a heavily trafficked site, delivering large
quantities of materials. The noise and physical impact of putting steel girders in
place in a building housing our main surgical suite, vibration-sensitive devices
such as MRI’s, CT scanners, microscopes, and acutely ill patients was a huge
worry. More quantifiable was the cost premium for building out the exterior
later.

We had our construction manager, Gilbane/Q’Neill analyze the cost under the
two scenarios -- shell in now or build it later. We learned that some of the
additional cost is due to the inefficiencies of doing a separate, small project
compared to sharing in the general conditions (site staffing, quarters, cranes and
hoists, etc.) of a large project. Inefficiencies also occur in terms of material
procurement and delivery and use of labor because there is less downtime on a
large job. Of great importance is the effect of construction inflation.
Considering that we expect 8 percent annual construction cost inflation in
Chicago, the costs in 2009 versus 2015 are much different. While increase in
cost is shared in most sectors of business, our major payors (Medicaid, Medicare,
Blue Cross) are large enough to restrict rate increases for their patients, so we do
not expect our revenue to increase at the rate of construction infiation. The cost
premium for building out Floors 2 and 3 in 2009 versus 2015 is estimated at
$11.8 million. (See following document for calculation.)

Were we to create the 11,000 nsf area below grade at a later date, we would
experience the inefficiencies discussed here, as well as the cost of demolishing
the Medivan pavement and plaza, the storm water system, and interim
landscaping. There would be the problem of finding an alternate location for
Medivan dropoff, most likely near the material dock on the oppasite end of the
complex. The cost of rebuilding this place to make it suitable is not included.
The estimated cost premium to return in 2015 to create the small, lower level
space is $1.8 million. (See following document for calculation.)

We believe the best approach is to shell the proposed area with the originai
construction. We hereby commit to submit an application for permit for the
development of any and all of the shelled space, regardless of whether or not
the use would be reviewable by the Planning Board.
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b. Not applicable.

c. Reparding architectural impediments in the existing building, the most likely use

of the shelled space will be the relacation of existing functions. One floor will
probably be used for patient bed units. Presently, most of the adult beds are
located in Mitchell Hospital. The 1983 Mitchell building does not have a large
enough floor plate for modern inpatient units. There are 313 Med/Surg beds in
Mitchell, 173 in single rooms of 156 ns{ each and 140 beds in two-bed rooms
with a typical area of 240 nsf, resulting in an average of 180 nsf per bed. In
contrast, the NHP will average 371 nsf per bed. (Both the current and proposed
spaces include a bathroom.) In addition to the bed rooms themselves, the support
space, including nurses station, work area, clean and soiled utility, equipment
alcoves, and hand wash sinks, represent 52 nsf per bed in Mitchell but 86 nsf in
the NHP -- nearly 65 percent more. Circulation space as represented by
corridors, s also higher, with 139 nsf per bed in Mitchell and 182 nsfin NHP, 31
percent more. Assuming 60 Med/Surg beds on one floor in the NHP, consistent
with the plan for floors 8, 9, and 10, we require 1.25 floors in Mitchell to provide
the same amount of floor area. This conclusion is a mathematical “fit”, but, in
actuality, the fit is prohlematic since much of the office/support space in Mitchell
is found in the center of the H-shaped building, which is convenient to the beds
themselves that are arrayed away from the core. In the NHP, the floor plate at
104,000 bgsf versus 36,000 bgsf for Mitchell, the support areas to be located
closer to the beds, and creating a more efficient layout.

The other NHP floor is likely to contain cardiac diagnostic and therapeutic
services. Presently, there are cardiac catheterization labs located in Mitchell,
Rubloff ICU Tower, Billings Hospital, Comer Children’s Hospital,
Echocardiology in Billings, Electrophysiology in the DCAM outpatient building,
Nuclear Cardiology in DCAM, Heart Station in DCAM and Comer, and Cardiac
Rehahilitation in Gilman-Smith Hospital. These closely related services are
spread among many buildings, inconvenient for patients, staff, and physicians.
This disbursement limits the opportunities for shared staffing, casy consultations,
and professional interaction are compromised. These programs have been built
in non-proximate buildings over a period of many years, taking advantage of
space as it became available. Architecturally, the 100,000 bgsf floor plale the
NHP offers cannot be found anywhere else in the Medical Center. Moreover,
creating open space -- even in several locations -- is expensive since it would
require relocating many other activities.

The 10,653 bgsf of space created at the Lower Level is planned for the Radiation
Onecology development. This department is located in the Lower Level of
DCAM, adjacent to where this space would be created. This department 1s
hemmed in by mechanical areas, a server room for computers, the PET suite, and
Central Sterile Processing serving the DCAM outpatient Surgery. There are no
other open areas for these functions, so it is economical to create the needed
adjacent space as part of the NHP project. Becausc of the substantial shielding
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requirements of Radiation Oncology, it is only [easible to build these facilities
below ground.

d. Not applicable.
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SECTION IV. C. 2. Project Cost Comparison

Master This
! Design Project Difference
Preplanning Costs £1,094,000 30 {$1,094,000)
Sie Survey and Soil Investigation 215,000 170,000 (45,0000
; Site Preparation 8,022,000 5,070,311 1,048,311
OIfY Site Work 0 90,758 90,758
New Construction Contracts 362,811,000 432,425,625 39,614,625
Contingencies 39,281,000 43,242,563 3,961,563
ArchitecturalVEngineering Fees 25,500,000 21,379,756 (4,120,244)
Consulting and Other Fees 24,845,000 30,075,000 5,230,000
Movable or Other Equipment {not in constr. contracts) 120,984,000 167,888,276 46,904,276
Bond Issuance Expense (project retated) 16,690,987 17,411,699 720,712
Net [nterest Expense During Construction {project) 55,812,068 45,297,000 {10,515,068)
Other Costs To Be Capitalized 10,370,000 1.8,695,000 8,325,000
ESTIMATED TOTAL PROJECT COSTS $695,625,055 $785,745,988 $90,120,933

Discussion:

The $90 million difference in estimated costs can be found principally in Construction and Equipment. The construction
intensity factor for the Master Design estimate was 0.9539 versus 1.0707 for the proposed project. Much of the difference is
attributahle to the 410,000 square foot parking area that was in the Master Design but not in the proposed project. Parking has
a low intensity factor, The intensity difference contributes to $30 million in additional construction costs. The proposed
project is 35,000 sf larger, which translates to $14 million more in costs. Contingeney in both estimates is 10 percent of
construction, so the larger Construction amount in the proposed project accounts for 84 million more in Contingency. In the
proposed project, the Information Systems portion of Equipment is $25 miltion greater, based on an in-depth study and
cstimate by a company expert in this area. Patient room furnishings are $6 million higher, due mainly o specifying {CU-level
beds in all rooms for fexibility. Radiology is $4 million higher, due to larger quantities. In Equipment generally, the estimate
is more detailed, thoreugh, and inclusive and costs are subsequently higher.

The Construction and Equipment categories account for 96 percent of the cost difference.

ATTACHMENT MDP - 3
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SECTION 1V, C. 3. Censtruction Elements Comparison

|

\

Elerncat
Site
Buildings

| Arca

Floors:

Lower

S0 1 Oh LA s LD B oe—

1
k2
13

Master
Design

57th & Maryland
1

1,158,694

MEP/Support
Lobby/Retail
Parking
Parking
Parking
Parking
Academy
Procedure, Imaging
Surgery

Sky Lobby
Beds

Beds

MEP Penthouse

This

Project Difference

57th & Maryland none
! 0

1,194,607 35,913
MI:P/Support
Lebby/Retail
MEP/Support

Future Development
Future Development
Procedure, Imaging
Surgery

Sky Lobhy

Beds

Beds

Beds

MEP

MEP

MEP Penthouse
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SECTION IV. C. 4. Beds, Services Comparison

Department

Med/Surg Acute Carc
1ICU
Surgery
Picparation/Recovery
Anatomic Pathology Lab
Ceniral Sterile Process.
Radiclogy
(I Procedures
Pharmacy
Respiratory Therapy
Clinical Support

Total

Med/Surg Acute Care
1CU

Surgery
Preparation/Recovery
Radiology

- MR

-CT

- Gen. Procedure

- Interventional (angio)
Gl Procedures

Master Design This Project

Aren (bgsh) Elements Arca (bgsf) Elements Differcnce
104,244 141,552 37,308
53,739 49,173 (4,566}
77,082 61,389 {15,693}
37,003 37,038 35

0 8.254 8,254
11,104 9,296 (1,808}
55,651 36,422 (19229)
34,079 13,839 {20,240}
12,006 {1,602 {404)

0 1,959 1,559

8,772 16,069 7,297
393,680 386,593 {7,087}
beds 120 beds 180 60
beds 56 beds 60 4
OR's 24 OR's 24 (
stations 128 stations 103 (25}
rooms 1 rooms 1 0
rooms 2 rooms 2 0
reoms 4 rooms 3 {(n
rooms 6 FOOMS 7 l
rooms 18 rooms 17 {1}

2 0%

ATTACHMENT MDP - 3
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SECTION VI. ESTABLISHMENT OF ADDITIONAL BEDS

B. Addition of Beds to Existing Facilities

1.

UCMC is operating below State bed occupancy standards for Pediatrics,
Obstetrics, Psychiatry, and Med/Surg. We propose 60 ICU beds for the NHP
building, 38 relocated and 22 additional. Pediatrics is just 2 beds under the
standard of 75 percent which is insufficient given the number of ICU beds
needed.

The Psychiatry unit is 16 beds. It is located in Gilman-Smith Hospital, which
is several blocks from the NHP. There is not cnough space for the 60 ICU
beds planned for the NHP. The Psychiatry unit occupies 5,693 bgsf. The 12
bed ICU’s planned for the NHP will require 9,682 bgsf each. At this rate,
architectural limitations aside, only 7 ICU beds would fit in the Psychiatry
unit. More importantly, locating them in a building that is a 15 minute trip
{from where they support the OR and other procedure areas is not appropriate.

Obstetrics beds are licensed at 50 but 30 are needed to meet the State
standard, freeing 20 beds. These beds are located in Mitchell Hospital, a 12 to
15 minute trip to the NHP and a risky trip for our most acutely ill patients.

Med/Surg beds are operating at 78 percent, which for the proposed 300 beds is
34 beds below the State’s 88 percent target for this category. While some
ICU beds conceivably could be iocated in the remaining open Mitchell bed
floors, programmatically the NHP ICU beds are planned for the NHP to
support the surgical, other procedure, and hematology/oncology services to be
moved there,

Regarding space within the bed rooms for additional beds, each room is 311
nsf, approximately 15 feet by 21 feet. Though the IDPH minimum arca for
each 1CU bed is 120 nsf and mathematically two beds could be placed within
the 311 nsf area, we believe these minimums do not provide enough space.
We follow AIA guidelines that recommend circulation/work areas around the
bed of 5 feet on the caregiver side, 5 feet at the foot, and 4 feet on the family
side of the room. This space amounts to 156, given a 7 feet by 4 feet ICU bed
dimension. With two beds, these work zones could not both exist in the same
room without substantial overlap, which is not workable if hath patients need
atiention at the same time. With the increase of serious, drup-resistant
infections in haspitals, placement of two patients in such close proximity is
not advisable. Finally, moving to private rooms is the strong preference of
patients and their families. Consequently, it is highly unlikely we would place
two beds in these rooms.

The appropriate length of stay comparison surveys the academic medical
centers in the Chicago metropolitan area. Using data reported in the IDPH
Annual Questionnaire — 2006, for direct admissions and related days, the
group average is 4.0 days versus our 4.9 average length of stay. The group,

ATTACIIMENT BEDS -2
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SECTION VI. ESTABLISHMENT OF ADDITIONAL BEDS

consisting of University of [llinois Medical Center at Chicago, Rush
University Medical Center, Narthwestern Memorial Hospital, and Foster G.
McGaw Hospital — Loyala University, had lengths of stay ranging from 2.8 to
7.1 days (see table later in this section).

The wide range of ALOS among academic medical centers suggests that data
collection is failing to acknowledge difficulties between operating and other
characteristics among these hospitals. The small sample size also presents
limitations in terms of assessing UCMC’s length of stay. That said, most
reimbursement is at fixed or negotiated rates, and hospitals that do not
rigorously work to minimize length of stay will suffer financially. Qur
physicians assess the TCU patients several times each day 1o determine if they
can be transferred to Med/Surg beds. Qur ICU beds have been occupied at 85
percent the last 24 months and the pressure is constant to transfer patients to
make sure beds are available for new patients.

ATTACHMENT BEDS -2
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SECTION VI. ADDITION OF BEDS

COMPARISON OF ICU LENGTH OF STAY

ucMC

UIMC - Chicago

Rush Univ. Medical Center
Northwestern Memorial
McGaw Hosp.- Loyola Univ.

Total Comparison Group

Direct
Adm.
3,812

2,970
3,707
4,191
7,103

17,971

Davs ALQS
18,679 4.9
21,232 7.1
14,485 3.9
17,217 4.1
19,727 2.8
72,661 4.0

ATTACHMENT BEDS - 2




SECTION VII. MODERNIZATION
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{llinois Health Facilities Planning Board Application for Permit February 2003 Edition Page 19

SECTION VII. REVIEW CRITERIA RELATING TO ALL MODERNIZATION PRQJECTS (MOD)

This section is applicable to all projects proposing modemization. Modernization includes, but is not limited to:
expanding a department, acquiring major medical equipment, remodeling, or constructing additions or new buildings.

A,

Specific Information Requirements

Indicate if the following areas or depariments are to be modernized and provide the information as applicable.

AMBULATORY CARE ({Include alf outpaticent elinics) -- Is this area being modernized? Yes O No w

[f yes, provide:
a.  The number of visits for each of the last three years:

Year
Number

b.  The number of treatment/examination rooms: Existing Proposed

AMBULATORY SURGERY TREATMENT CENTERS-- [s this area being modemized? Yes 0 No @&

[f ycs, provide:
a.  The number of procedures for each of the last three ycars:

Year
Number

b.  The number of visits for each of the last three years:

Year
Number

¢.  The number of operating rooms for each of the last three years:

Year
Number

CARDIAC CATHETERIZATION -- [s this area being modernized? Yes @ No @

if yes, provide the number of inpatient, outpatient, and total procedures (paticnt visits) performed on
adults and on pediatric patients for each of the past three years:

ADULT PEDIATRIC
Year Year
Inpatient Inpatient
Qutpatient Outpatient
Total Total

2/0




liiinois Health Facilitics Planning Board Application for Permit February 2003 Edition Page 20

4, EEG DEPARTMENT OR AREA -- Is this area being modernized? YesO No EI-/

If yes, provide the number of inpatient, outpatient, and total procedures for cach of the past three years:

Year
Inpatient
Oulpatient
Total

5.  EKG DEPARTMENT OR AREA -- [s this arca being modernized? Yes O No &

if yes, provide the number of inpatient, outpatient, and total procedures for each of the past three years:

Year
[npatient
Qutpatient
Total

6. HEMODIALYSIS SERVICES -- Is this area being modernized? Yes D No &

If yes, provide the following information:
a.  The number of treatment stations: existing proposed
b.  The number of treatments performed for each of the iast thrce years:

Year
Treatments

7. LABOR-DELIYERY-RECOVERY -- Is this arca being modernized? Yes O No g

[f yes, provide the following information:

a,  The number of b. The number of pracedures and deliveries for
each of the last three years:

L.abor rooms

Delivery/birthing rooms Year
Recovery stations Procedures
LDR’s Deliveries
LDRP rooms

8. LABORATOQRY SERVICES -- Is this arca being modernized? Yes = No O 14'\&75*1"‘ pa‘f'}ldfvy
If yes, provide the number of equivaient full-time employees (FTE’s) employed in the laboratory 38

9. MAGNETIC RESONANCE IMAGING -- Is this area being medernized? YesQ No0QO

If yes, provide the following information for each of the last three years:

Year 2008 20086 2 04%7
Number of visits /3449 #2497 /5,232
Number of scans /7,084 (R 5¥6  2[J2P

2/




Hlinois Health Facifitics Planning [3oard Appiication for Perinit February 2003 Edition Page 21

10.

NURSERY {other than neonatal intensive care units) -- [s this area being modernized? Yes O No @~
[f yes, provide the following for each of the last three years:

Year
Nuniber of newborns
Number of patient days

QCCUPATIONAL THERAPY -- Is this arca being modemnized? Yes @ No @
If yes, provide the foliowing information for each of the last three years:

Year

Inpatient treatments
Outpatient treatments
Number of visits

PHYSICAL THERAPY -- 15 this area being modernized? Yes 0 No @~
If yes, provide the following information for each of the last three ycars.

Year

Inpatient treatments
Outpatient treatments
Total treatments
Number of visits

PULMONARY FUNCTION -- Is this area being modemized? Yes O No @7
[f yes, provide the following information for each of the last three years.

Year

Inpatient procedures
Outpatient procedutes
Total procedures
Number of visits

RECOVERY {SURGICAL) -~ [s this area being modernized? Yes ® NoO
If yes, provide the existing and proposed number of stations by type:
Existing Propaosed

Inpatient 23 113
Outpatient Stage ! 22 is
Outpatient Stage 1l - -

RESPIRATORY THERAPY -- |s this area being modernized? Yes @ No D
If yes, provide the following information for each of the last three years.

Y ear 2005 2006 2007

Inpaticnt treatments 3oL 80 %227 375454
Outpatient treatments _£231 2733 1.l
Total treatments 34403 W2 IPNS
Number of visits oM ¥ _124ee

2L




Hlinois Health Facilities Planiving Board ' Application for Permit February 2003 Edition Page 22

16. DIAGNOSTIC RADIOLOGY -- [s this area being modernized? Yes @ No G
If yes, provide the following information classifying procedure rooms as general of special according to
the type of machines employed.

General machines are; Special machines are:
-Radiopgraphic -Angiographic
-Fluoroscopic -CT Scanner
-Radiographic/Flouroscopic -Mammography
-Tomographic {linear) -Sonographic (ultrasound}

-Tomographic {multi-directional)
a, Pravide the number of existing and proposed general procedure rooms by machine type.
b.  Provide the number of existing and proposed special procedure rooms by machine type.

APPEND DOCUMENTATION AS ATTACHMENT MOD-1A AFTER THE LAST PAGE OF THIS SECTION.

17. EMERGENCY SERVICES -- Is this area being modernized? Yes O No @
[f ves, provide the following information:

a.  The number of existing and proposed treatment/examination rooms;
‘ b. A list of any of the above rooms that are ot will be used for purposes other than general treatment;
| ¢.  The number of visits for each of the Jast three years.

‘ APPEND DOCUMENTATION AS ATTACHMENT MOD-1B AFTER THE LAST PAGE OF THIS SECTION,

18. INPATIENT BED AREA -- Is this area being modernized? Yes ® No O
If yes, provide the following information:

a.  The number of existing and proposed private rooms, semi-private rooms, and three or more
occupancy rooms (by categary of serviee for each type of room) for the entire facility and for the
project;

b.  Line drawings showing the configuration of the unit(s) being modemized.

APPEND DOCUMENTATION AS ATTACHMENT MOD-1C AFTER THE LAST PAGE OF THIS SECTION.

19. NUCLEAR MEDICINE -- Is this arca heing medernized? Yes O No cl
If yes, provide the following information:

a. A list of the existing and proposed major pieces of equipment,
b.  The existing and proposed number of procedure rooms;
¢.  The number of inpaticnt, outpatient, and total procedures done for each of the last three years;

d. A breakdown of the procedures into types of procedures and machine time/procedure for the Jast
year.

APPEND DOCUMENTATION AS ATTACHMENT MOD-1D AFTER THE LAST PAGE OF THIS SECTION.

213




Ninois Health Facitities Planning Board Application for Permit February 2003 Edition Page 23

20. RADIATION THERAPY -- is this arca being modernized? Yes O No @
Il yes, pravide the following information:

a. The number of treatments and the number of “courses of treatment” for each of the last three
years;

b. A list of the existing and proposed picces of megavoitage equipment.

APPEND DOCUMENTATION AS ATTACHMENT MOD-1E AFTER THE LAST PAGE OF THIS SECTION.

21. SURGERY -- Is this area being modernized? Yes # No QO
if yes, provide the following information:

a. . The existing and proposed aumber of procedure rooms. Indicate the use of these rooms such as
general, open heart, eye, endoscopy, and cystology. [ndicate how many rooms are dedicated
solely 1o outpatient surgery, solely to inpatient surgery, and how many are used for both.

b.  The inpatient, outpatient, and total hours of utilization (including clean-up and set-up time} for
each of the last three years;

c.  The total hours of utilization (including clean-up and set-up time) for each type of procedure room
for cach of the last three years;

d.  The number of inpatient, outpatient, and tota) surgical visits for each type of surgical specialty for
each of the last three years,

APPEND DOCUMENTATION AS ATTACHMENT MOD-IF AFTER THE LAST PAGE OF THIS SECTION.

22. QTHER DEPARTMENTS OR AREAS — Are any other areas being modernized? Yes & No O
If yes, identify the area(s) and provide workload data for each area for each of the last three years.

APPEND DOCUMENTATION AS ATTACHMENTS MOD-1G, MOD-1H, MOD-11. MOD 1J, etc. AFTER
THE LAST PAGE OF TH!S SECTION.

B. Criterion 1110.420.b, Modern Facilities

A criterion must be claimed for EACH department or area to be modemized. The justification for each
department or area must be on a separate page. Choose the criterion or criteria which most clearly
approximates the reason for proposing the modernization.

At least ONE of the following two criteria must be claimed for EACH department or area proposed for
modernization.

1. Read criterion 1110.420.b.1. This criterion cannot be used to justify any increase in square footage.
If expansion of a department is proposed, criterion 1110.420.b.2 must be claimed.

[ndicate if this criterion is claimed and submit the following:
a.  the age of the building or piece of equipment;
b.  the downtime experienced an the piece of equipment for each of the last three years;

¢.  the cost of repair expericneed on the piece of equipment for each of the last three years;

2/4




SECTION VI A. Modemization - Information

21. Diagnostic Radiology
a. General Procedure Rooms
i. Existing {Total = 19)
a.. Radiographic

Digital chest TCIL34
Digital chest D1557
Radiographic TCT114
Radiographic TE101
Radiographic TC132
Radiographic Di1554
Radiographic DI1555
Radiographic D3126
Radiographic D409
Radiographic D410
Radiographic D4itl
Radiographic D4112
Radiographic K125C

b. Fluoroscopic
None

¢. Radiographic/Fluoroscopic

R/F D1551
R/F Diss2
R/F D1353
R/F D3128
R/F TC112
IVF K125F

d. Tomographic (linear)
Nontc

2. Proposed {Total =23)
a.. Radiographic

Digiial chest TC134
Digital chest D1557
Radiographic TCli4
Radiographic TE10]
Radiographic TC132
Radiographic D1554
Radiographic D1555
Radiographic D1557
Radiographic D4109
Radiographic D4lL10
Radiographic D4111
Radiographic DAz
Radiographic K125C
Radiographic New - Comer 2
Radiographic New - Comer 2
Page 1 of 4 ATTACHMENT MOD-1A
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SECTION VII. A. Modernization - Information

21. Diagnostic Radiolopy
o.. Radiographic (continued)

Radiographic NHP

Radiopraphic MHP
b. Fluoroscopic

Fluoroscopic NHP
¢. Radiographic/Fluorascopic

R/F D155]

R/F D1552

R/F D6&763

R/F TCIi12

R/F K125F

d. Tomographic (linear)
None

b. Special Procedure Rooms
1. Existing (Total = 30)
a. Angiographic

Angiographic TWI126
Angiographic TWI28
Angiographic TWI132
Angiographic Twil4
Angiographic TWI136

b. CT Scanner

CT TWII1R
CT TWi20
CT TW122
CT D537
CcT D1538
cr K130D

¢, Mammography

Mammo D1574A
Mammo D15748
Mammo D1574D
Mammo D2447
Mammo D2419
Mammo D2412

d. Ultrasound

us KI25]

Us K125K
us TW1i06
Us TwI132
Us TWI134

Page 2 of d ATTACHMENT MOD-TA
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SECTION V1. A. Modemization - information

21. Diagnostic Radiclogy
d. Ultrasound {continued)
Us
us
us
us
us
uUs
us

c. PET
PET

2. Proposed {Total = 35)

a. Angiographic (7)
Angiographic
Angiographic
Angiographic
Angiographic
Angiographic
Angicgraphic
Angiographic

b. CT Scanner (8)
CT
CT
CT
CT
CT
CT
CT
CT

¢. Mammography {6}
Mammo
Mammao
Mammeo
Mammo
Mammo
Mammo

d. Ultrasound (13)
us
Us
us
us
us
us
us

DI568
D1371
D1572
D2225
D2408
02409
D3130

DCAM

NHP
NHP
NHP
NHP
NHP
NHP
NHP

TW118
TWI120
TwWi22
D1537
D1538
K 130D
NHP

NHP

D1574A
D1574B
D2407
D2419
D2412
D2418

K125]
Ki25K
TwWI106
Twi32
TW134
D1568
D157

Page 3 of 4

2/

ATTACHMENT MOD-1A




SECTION VI A. Modernization - Information

21, Diagnostic Radiology
d. Ultrasound {continued}

us 01572
Us D2225
us 132408
Us 02409
us Comer 2
Us Comer 2
¢, PET (1)
PET DCAM

Page 4 of 4

28
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SECTION VIL. A. 18. Inpatient Bed Area

a. Existing and Proposed Rooms

Existing

Beds in Room;
Psych
ICU
OB
MNeonatal
Pediatrics
Med/Surg

Total

Proposcd
Beds in Room:
Psych

1CU

OB

Neanatal

Pediatrics

Med/Surg
Total

Modernized Beds Are:

ICU
Med/Surg
Total

b. See linc drawings of the units being moderized on the following pagcs.

219

Total

1 2 3 4 3 & 7 8 s 1o 12 Beds

8 16

o2 922
20 i2 2 50
4 2 ] 3 47
48 3 64
183 70 1 327
347 98 2 1 a 2 3 ¢ 0 ¢ 596
Total

1 2 3 4 3 ] 7 ] g 10 12 Beds

8 5]

114 114
20 12 2 50
4 2 1 3 47
43 8 a4
300 0 300
484 28 2 0 0 2 [ 3 a ¢ 0 59]
Total

1 2 3 4 2 [i} 7 8 9 16 18 Beds
60 60
180 180
240 240

ATTACHMENT MCD-1C
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SECTION VII. Medernization A. Specific Information Requirements

21, Surgery
a. Existing and Proposcd Procedure Rooms
Exisiting:
GOR - SBRP 15 Special Use: | cystology
DCAM 8 No further special designations, by specialty or [P vs. OP
Comer 5
Proposed:
GOR - NHP 24
DCAM 8
Comer 3
b. Hours of Utilization
Inpaticnt  Oulpatient Total
2005 40,666 17,718 58,384
2006 41,523 20,189 61,712
2007 39,884 21,386 61,270

¢. Haurs of Utilization by Room Type

To maximize efficiency of room use, we are able to perform virtually any
casé in any room, except for one room designated to cystology cases.
This determination to avoid restrictive room use will carry over 1o the
proposed new OR.,

Surgical Hours by Service:

2005 2006 2007

: Inpatient Qutpatient Inpaticnt Outpatient [npatient Outpatient
Cardiovascular 1,067 11 1,500 43 1,312 65
Open Heart 3,228 1] 3,322 0 2,309 290
Dermatology 0 0 0 ] Q 0
General 20,860 7,520 13,056 5,697 13,675 5,682
Gastroenterology 21 38 4l 54 31 59
Neurological 6,009 D68 5933 1,165 5,151 1,016
OB/Gynecotogy in General 3,484 1,078 3,237 1,265
Oral / Maxillofacial 0 7 4 5 0 0
Opthatmotogy 130 1,578 108 1,858 54 1,670
Crnthopedic 4,039 3,756 4,253 3,557 4,450 3,922
Otolaryngology 1,457 2,511 1,857 3.22% 2,061 3,404
Plastic 2,818 1,122 2,865 1,170 2,888 1,530
Podiatey 0 0 0 0 ] 0
Thoracic 1,037 207 1,107 177 939 207
Urofogy in General 3,993 2,156 3,777 2,278

_ Total 40,666 17,718 41,523 20,189 30,884 21,386
Annual Combined Total 58,384 61,712 61,270
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SECTION VIi. Modernization A. Specific Information Requirements

21. Surgery {continued)

d. Surgical Visits by Specialry

2005 2006 2007

Inpatient Cutpatient Inpatient Qutpatient Inpatient Chtpatient

Cardiovascular 288 5 388 20 351 kX
Qpen Heart 468 0 425 0 290 0
Denmatology 0 0 0 0 0 0
General 5,536 3,806 3,469 2,475 3,509 2,453
Gastroenterology 7 23 14 38 8 31
Neurological 1,337 I 1,342 427 1,10 375
OB/Gynocology in General 3,051 693 1.402 757
QOral / Maxillofacial 0 2 i 2 0 0
Ophthalmology 44 953 37 1,046 23 976
Orthopedic 1,107 1,822 1,190 1,732 1,259 1,955
Otolaryngology 460 £,520 607 1,747 0l6 1,841
Plastic 698 412 691 418 646 512
Podiatry 0 0 0 0 0 0
Thoracic 259 o4 263 84 233 101
Urology in General 034 1,054 371 1,060
Total 10,204 9,009 12,412 8,736 10,318 10,094

Annual Combined Total 19,213 22,148 20,412

22%
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SECTION VII. MODERNIZATION

B. Modern Facilities

2. Necessary Expansion — Medical/Surgical Acute Care Beds

a.

Rationale for Expansion

One of the major elements of this project is the relocation of Med/Surg
beds. We propose 180 Med/Surg beds for the NHP, located on the Su‘, 9"',
and 10" Floors. These beds will serve patients ireated in the OR on the 6"
Floor and also patients seen in Interventional Radiology and GI. There is a
dedicated Hematology/Oncology floor for cancer patients. The majority of
our most acutely ili patients with complex conditions will be seen in the
NHP.

We are licensed for 327 Med/Surg beds, mostly in Mitchell Hospital. We
build 180 beds in the NHP. We will close 126 beds, mostly in Mitchell,
and in addition convert 21 double occupancy rooms to single occupancy.
In total, 27 beds will be removed from our licensed count.

Historical Utilization

Med/Surg days have been steadily increasing. In 2000, there were 80,977
paticnt days while in 2007, there were 86,694, for an average annual
increase of 1.5 percent. The most recent 24 month period, ending
September 30", saw 92,210 days in 2006 and 85,644 for 2007. This recent
decline reflects our intentional decision to relieve serious crowding at
UCMC while encouraging patients with primary level diagnoses to seek
care in lower intensity local community hospitals. These patients will
receive good care in a setting that is significantly lower eost than at
UCMC. This initiative is part of our larger plan to find medical homes for
many persons who come to our Emergency Room with a wide varicty of
medical issues. These patients are without family doctors or other
arrangements for receiving routine checkups, advice on preventative
measures, and other sensible interventions to address medical conditions in
early stagcs, rather than presenting at our ER with advanced but
preventable conditions. Many are unaware that there are other physicians
or medical clinics in their immediate area. Many of these other providers
have sliding scale charge structures so that patients who are indigent could
pay as little as $5 for a visit. Many of these providers receive special
reimhursement rates, higher than UCMC can obtain in our clinics. The
expectation is that a robust network of local providers can address medical
conditions more economically and effectively than if the patients are
unseen for long periods until they reach a crisis point and require cxtensive
care. Over recent years, UCMC has scen steady and significant growth in
Med/Surg admissions and many are patients who will be better served at an
earlier level of the health care continyum.
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SECTION VII. B. 2. Modernization - Med/Surg Beds

PROJECTION OF MED/SURG PATIENT DAYS
(Reaching 90% Occupancy of Proposed Beds)

Observation Total
Historical M/S Beds  M/S Days Davg {1} M/S Days Qceup
' 2002 324 80,869
2003 324 85,334
2004 324 87,968 3,980
2005 327 92,044 3,434
{06 327 93,597 2,452
2007 327 86,694 1,393
12 mo. end Szp. 06 327 92,210 3883 96,093 8%
12 mo. end Sep. 07 327 85,644 2971 88.616 T4%
Avyr. Yearly Increase 1.4%
Projected
2008 327 89,546 75%
2009 327 90,800 76%
2010 327 92,071 7%
2041 327 93,360 78%
2012 327 924,667 7%
Cpen new beds 2013 300 95,993 88%
2014 300 97,337 89%
2015 300 08,699 90%
MNote:

Observation days are actual counts of patients occupying a bed at the noon eensus but not counted
as an inpatient day. These would be patients recovering from a procedure or being observed for another
reason but not admittcd as an inpatient.

Conclusion: Total demand for M/S beds is conservatively measured by actual eensus pius ohservation patients.
Given a base of 88,616 days in 2007, if this demand were to grow by 1.4% per year (the compounded average rate
over the past five years) we would reach 98,357 or 90% occupancy in 2015.
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SECTION VII, MODERNIZATION

But simple annual totals do not tell the story of how this gradual increase
has affected UCMC from an operational and patient care perspective.
UCMC, like most hospitals in Lilinois, is much busier in late fall and winter
than the rest of the year. This period from November through March,
corresponds to the season for upper respiratory infections that exacerbates
the health problems of medically vulnerable people, many with chronic
conditions. During this period, most UCMC Med/Surg beds are occupied,
with rates of occupancy above 90 percent, In effect, we are running at {ull
capacity since 100 percent is literally impossible because many of our beds
are in double occupancy recoms that are often blocked due to gender match
problems and infectious discase. Like other hospitals, UCMC experiences
a slight stowdown on the weekend when most physicians are off duty,
normal OR operations cease, and ancillary departments are partially
staffed.

The days reported here do not include observation patients, who occupy a
bed but are not admitted as inpatients since their stay is expected to be
brief. Most often these are patients who have had a procedure, ofien
invasive in nature and requiring anesthesia. These patients need to be
observed until they are fully recoveted and can be safely sent home. Most
ancillary departments do not have recovery with the capacity to keep these
patients for longer periods, so they are moved to inpatient beds. The
Emergency Department has exam stations and some observation bays, but
when those are filled, patients overf{low into inpatient beds. Observaticn
patients found in inpatient beds when the noon census is taken totaled
3,883 days for 2006 and 2,972 for 2007.

The accompanying table (Projection of Med/Surg Patient Days) shows the
days for the last 6 years and observation days. For 2007, this amount totals
88,616 Med/Surg days.

Projection of Paticnt Days

If UCMC’s historie, documented demand for Med/Surg beds were to
increase by 1.4 percent per year (the rate experienced since 2002}, we
would reach 96,000 days and 88 percent occupancy in 2013 when the
additional beds will become operational.

Reasons far Growth

There are many factors that underlie the growth we have experienced
during the last five years and what we project in the future, As the
population grows and there are shifts in age categories, there will be
impacts on hospital admissions. While we do not give these facts
disproportionate weight in our internal planning, the CON criteria ask that
it be addressed. UCMC engaged Forum Analytics, L.L.C. to analyze the
impact on UCMC of population changes. They used U.S. Census Bureau
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SECTION VII. MODERNIZATION

data from the 1970, 1980, 1990, and 2000 census. The Bureau projects
population for the country and for Illinois but provides limited additional
detail. As a result we directed Forum Analytics to make projections,
adjusted to account for changes in housing starts and other aspects of
cconamic vitality. The expectation is that as these factors trend up or
down, population chanpes will follow. Our primary service area
population is estimated at 518,168 for 2005 and is expected to increase 3.1
percent to 534,484 by 2015, two years after the NHP begins operation. For
the broader local region, encompassing the Chicago Metropolitan area and
northwest Indiana, the population is expected to increase from 5.9 million
to 6.7 million, or 13 percent for the same ten-year period.

The population was divided among five-year adult age groupings.
Historical hospital discharge rates for these categories were applied and
assumed to remain unchanged for 2015. Finally, historical market share
for UCMC for each age group was applied and assumed unchanpged for the
out year. The study’s conclusion, summarized in the accompanying table
entitled NHP Project Market Data, is that population growth alone would
suggest a patient day increase of 12,803 by 2015 and a need for an
additional 42 beds, using a blended Med/Surg and 1CU target occupancy
rate based on our 2005 ratio of the days for thesc bed types. Again, the
assumption is that there is no change in market share or use rates by age
group between 2005 and 2015. Strictly from expected population
increases, UCMC will have a necd for 42 additional beds. We propose to
reduce Med/Surg beds from 327 to 300 and increase ICU beds from 92 to
114, a total reduction of 5 beds. Thus, viewing population growth alone as
the only determinant, there should be more than cnough demand to support
the beds we plan for the NHP, It is our expectation that much of the
additional demand for patient beds arising from population growth,
especially in the primary service arca, will be satisfied by community
hospitals, while UCMC focuses on the complex and difficult cascs that are
our strength.

This focus in regional population trends does not account for an important
segment of our market share that comes from Jonger distances. Fully 9
percent of UCMC admissions are from areas beyond the region and these
patients usually come for highly specialized care, Observing general
population trends for these very specialized services is a relatively inexact
analytical approach since changes in the number of peoplc who will seek
out these services at a specific hospital are not driven so much by
population changes, as by the recognized excellence of these particular
services at the hospital.

The University of Chicago Medical Center is among the preeminent
academic teaching hospitals in the country, We are renowned for
excellence in many areas of medicine. We see this in the ranking of
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NHP Project Market Data

Discharges
PSA Other Metro  Qut Metro Total

2005 Adult Med/Surg (age 20+) 8,599 7,188 1,917 17,704
2005 Adult Med/Surg (18-19) 66 138 45 249
Total 2005 Adult Med/Surg 8,665 7326 1,962 17,953
2015 Adult Med/Surg {age 20+) 8,870 8,124 2,511 19,505
2005 Adult Med Surg (18-19) 66 38 58 39
Total 2015 Adult Med/Surg 8,936 8,262 2,569 19,824
Incremental Activity
from population growth 271 936 607 1.871

Days Beds/Day  Staffed Deds

PSA Qther Metro Out Metra Total
2005 Adult Med/Surg (age 20+) 47,578 49,101 14,394 111,073 304 368
2005 Adult Med/Surg {18-19} 352 818 354 1,524 4 5
Total 2005 Aduilt Med/Surg 47930 49,919 14,748 112,597 308 373
2015 Adult Med/Surg (age 20+) 49,0764 55,496 18,877 123,450 338 409
2005 Aduit Med Surg (18-19) 352 g18 453 1,951 5 6
Total 2015 Aduit Med/Surg 49,428 56,314 19,331 125,400 344 415
1,498 6,395 4,583 12,803 35

Growth in PSA Market Share
1999-2005 2.3% from 7.7% in 1995 to 10% in 2005
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Forum Analytics, L.L.C.

15 Year Population Projections

Data Sources:

7970 Census Pop by Age Data

1980 Census Pop by Age Data

1990 Census Pop by Age Data

2000 Census Pop by Age Data

2005 Pop by Age Estimates Developed by Forum Analytics, LL.C

2010 Pop by Age Estimates Developed by Forumn Analytics, LL.C.

§950 to 2002 Nalionat Assaciation of Realtors Hausing Start by Census Tract Summeries
1998 to 2002 U.S. Economic Census Zipcode Statistics by NAICS Code

Methodology Executive Summary

We developed trend data at the zipcode level for all age cohorts. This trend dala was computed for:

* Population Change from 1970 to 2010 in § year increments
* Economic Vitality Changs
* Housing Start Change

We developed a weighling scheme to adjust the population projections by age cehort up to the year 2015.

This scheme weightad heavily tha most current 5 year population growih trend by age group.

However, if the zipcode fall within a census tract with housing starls beyond the 1st standard deviation of the enlire

regionat tract sample a small posifive/negative adjusiment was made to the poputation projections for 2010 and 2015 accordingly.
The same methodology was used for the economic vitality date which was available for each zipcode, If the percentage change
in ecanomic growlh fall beyond the 1st standard daviation for the entire sample of zipcodes we then epplied a small positive or
neqgative weight.

Great care was used in re-creating the age cohorts far ihe census data from 1970 and 1980 which did not match the
age groups from the 1990 and 2000 census. As a result, a lower weighting scheme was used for the growth trends
developed for the larger age coharts for thoge older years of data.

Overall, our forecasts tend to trend on the higher side across the entire target geography than what other sources predict.
The standard devistion of the percent difference between our forecasts and those of olher independent sources
increases with further out future projections and tends {o ranga from B% to 18% which is well wathin the

acceptable rangs fos predictions 10 years from current data. 1t is also important to remember that even 2005

data is a prediction based on numbers from the 2000 Census, ihe fast real collection of population data.

Finally, in lesting our data we analyzed not only the age range trends at the zipcode level, we alsa
tested aggregations of our dala at the County level against othar known County forecasts. The results of thase tests

are included in the 'Tesiing” sheet.

PROJECTIONS ARE UNCERTAIN AND FUTURE DATA MAY DIFFER SUBSTANTIALLY FROM THESE PROJECTIONS.
FORUM ANALYTICS, L.L.C. DOES NOT GUARANTEE THE ACCURALCY OF THE PROJECTIONS OR HISTORICAL DATA
CONTAINED IN THESE TABLES.
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hospitals conducted by U.S. News & World Report. Of the 5,462 hospitals
in the U.S., 173 of the best are ranked for excellence among 17 specialties.
Of these, 18 made up the Honor Roll of hospitals at or near the top in at
least six specialties. We are proud to make the Honor Rell year-after-year.
Two hundred specialists in each of the specialty fields are asked to list “the
five hospitals they consider best in their specialty for difficult cases™. In
addition, quality is considered by examining mortality data and other
factors (such as technology). For 2007, UCMC eamned the following
rankings:

1.S. News & World Repart Ranking

Cancer 7"

Digestive Disorders 6"

Ear, Nose, & Throat 25%
Geriatrics 24"
Gynecology 3%
Heart & Heart Surgery 23"

Endocrinology 1™
Kidney Disease 22"
Neurology & Neurosurgery 14"
Respiratory Disorders 50"

The eomerstonc of any academic medical center is its faculty. At UCMC,
we have a particular emphasis on research. The great majority of funding
for research in our universities comes from the National Institutes {or
Health (NIH). We rank 5 nationally in NIH grant dollars per facuity
member (sec accompanying chart), a measure generally of overall funding
but more specifically the intensity of research effort.

We rank first in Howard Hughes Medical Institute (HHMI) researchers per
100 faculty (see accompanying chart). The HHMI is one of the world’s
largest philanthropies and conducts medical research activities through
scientists at the leading universities and other laboratories. In 2006, they
distributed over $781 million in grants and they have an endowment of
over $16 billion.

Another indicator of the research intensity here is that we rank fifth
nationally in the number of National Science Academy members per 100
faculty. The accompanying chart shows the national comparison as well as
a local comparison,

The accomplishments of University of Chicago faculty are numerous and
important. Amang our medical firsts are:
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SECTION VII. MODERNIZATION

1904

1906

1912

1916

1925

1935
1943
1943

1946

1953

1958

1961

1962

1963

First successful organ transplant on a dog

Insulin-producing cells isolated, speeding the discovery of
insulin

Alexis Carrel wins the Nobel Prize for his work on vascular
suture and the transplantation of blood vessels and organs

Oswald Robinson, M.D. discovers a way to preserve blood,
establishes the first blood bank in Britain during World
War ]

World’s first sleep laboratory created by Nathaniel
Kleitman, PhD

Cause of surgical shock discovered
Ulcer operation is developed

First successful cancer chemotherapy developed

Hermann J. Muller, PhD, wins the Nobel Prize for the
discovery of mutations by X-ray irradiation

REM sleep is identified

Edward L. Taturn, PhD and George W. Beadle, PhD, win
the Nobel Prize for their discovery that genes act by
regulating definite chemical events

University of Chicago study leads to the fluoridation of
drinking water

Tames D. Watson, PhD, wins the Nobel Prize for
discoveries concerning the molecular structure of nucleic
acids and its significance for information transfer in living
material

Alan Rechtschaffen, PhD, and Gerry Vogel, PhD} publish
paper on narcolepsy, the first true sleep disorder to be
defined

. N 2
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1963

1964

1966

1967

1967

1969

1972

1981

1986

1988

1989

1992

1993

1995

John Eccles, PhD, wins the Nobel Prize for discoveries
coneerning the ionic mechanisms involved in excitation
and inhibition in the peripheral and central portions of the
nerve cell membrane

Konrad E. Bloch, PhD, wins the Nobel Prize for
discoveries concerning the mechanism and
regulation of cholesterol and fatty acid metabolism

Charles Huggins, M.D. wins the Nobel Prize for his
discoveries concerning the horntonal treatment of
prostatic cancer

Samuel Refetoff, M.D., defines syndrome with resistance
to thyroid hormone (“Refetoff syndrome™), later traced to
gene mutation

George Wald, PhD, reccives the Nobel Prize for
discoveries concerning the primary physiological and
chemical visual processes in the eye

Discovery of how insulin is made, allowing for synthetic
insulin production

Chromosome exchanges known as translocations are
discovered by Janet Rowley, M.D.

Roger Sperry, PhD, receives the Nobel Prize for his
discoveries concerning the functional specialization of the
cerebral hemispheres

Nation’s first reduced size liver is transplanted at UCH

Nation’s first split liver transplant is performed at UCH

Nation’s first successful living donor liver transplant is
performed at UCH

Discovery of gene mutation that can cause type 2 diabetes

First unrelated living donor liver transplant in U.S. is
performed at UCH

Chicago researchers begin clinical use of
the world’s first computer-assisted mammography system
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1997

1998

1998

1999

1999

1999

2001

2002

2003

2004

2005

First fetal tissue transplant for macular depeneration is
performed

Janet Rowley, M.D., wins the Lasker Award and the
National Medal of Science

Researchers reported on cases of community-
acquired methicillin-resistant staphylococcus aureus
(CA-MRSA). Prior to this the infection was known
only to occur in hospitals.

A research team led by Eve Van Cauter, PhD, showed
that chronic partial sleep loss can reduce the capacity
for young adults to perform basic metabolic functions.

University research shows blocking growth factor (VEGF)
can dramatically boost radiation therapy in mice

Valluvan Jeevanandum, M.D., and Michael Millis, M.D.,
lead teams that perform the world’s only successful
heart-liver-kidney transplant

Researchers from the University of Chicago and University
of Michipan and others identified the [irst genctic
abnormality that increases susceptibility to Crohn’s disease

Martha McClintock and Carole Ober for the first time
demonstrated that people can inherit preferences, which
provides a mechanism for understanding the biological
basis for several human behaviors.

UCMC researchers show that low doses of inhaled nitric
oxide can decrease the risk of chronic lung disease and
and dcath by nearly one-fourth in premature infants who
have respiratory distress syndromc,

The Lasker Award for Basic medical research was
presented to Elwood Jensen, PhD, one of three scientists
whose discoveries “revolutionized the fields of endo-
crinology and metabolism”

Medical oncologist Funmi Olopade, MD, showed that
women of African ancestry are more likely to be diagnosed
with a more virulent form of breast cancer than women

of European ancestry. Dr. Olopade won the McArthur
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Prize {or her work. .

2005 Nation’s first 64-slice CT scanner is instatied, scanning
an entire body in 30 seconds

2006 Jonathan Pritchard and other University of Chicago
researchers found more than 700 genetic variants that
may be targets of recent natural positive selection
during the past 10,000 years of human evolutien

The many accomplishments highlighted above exemplify our rolc in pushing
forward the fronticr of medical discovery. We cultivate an atmosphere of
openness 1o innovation, a willingness and enthusiasm for collaborating across
scientific disciplines and medical specialties, and a detcrmination to advance
medical science. This synergy creates a powerful environment for teaching
medical students, physicians-in-training, and young researchers and helps us
attract the brightest minds. We have long been known as a “teacher of
tcachers” by which a high percentage of our graduates pursue careers in
academic medicine. The emphasis on scientific inquiry translates readily to
developing and employing the best methods to diagnose and treat thc most
complex and challenging medical conditions. We are, by the intensity and far-
reaching nature of our research enterprise and the special emphasis on
academic medicine in our tcaching mission, one of a select few such
institutions in the country. The role of the University of Chicago Medical
Center in the national health care system is similarly special.

UCMC provides a full range of services in nearly all medical disciplines, in
larpe part to expose our medical students, interns, residents, and fellowsto a
comprehensive and in-depth leaming experience. By design we offer care for
a full spectrumn of iilness and injury, from simple, straightforward medical
conditions to the most complex and rare cases.

The simpler cases can be cared for in most all hospitals but are handled here
for several reasons. [n training physicians, we must avail them of experience
in all levels of care. Further, we are the largest hospital in South Chicago and
are playing an increasing roll in caring for this population. In 1999, our share
of the aduit medical/surgical admissions in our area was 7.7 percent, By 2005
this share increased 30 percent to 10 percent of our admissions. Over the last
few decades, our planning area has lost a number of hospitals, including
Woodlawn, Chicago Osteopathic, and Doctor’s Hospital of Hyde Park. In
2002, over half of the other nine hospitals in the A-03 Planning Area had
Med/Surg bed occupancy rates ranging from only 17 to 35 percent. In
response to serious financial problems, many of these hospitals have had 1o cut
back services. A number of specialist physicians have left the community to
practice elsewhere due to heavy malpractice insurance costs in [llinois. We
fear that this situation for area hospitals will continue to worsen and likely will
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force the closure of additional hospitals, While we are taking concerted
actions to rcfer primary care cases to neighboring hospitals to bolster them and
alleviate our bed shortage, we must implement facility planning that will insure
that the people of our community will have beds available to them. This belief
is a principal reason for our Med/Surg bed modernization and ICU bed
expansion.

The rare, complex cases we treat are by definition few in number. Because
they are few in number, a physician practicing in a community setting wiil
encounter such cases infrequently. Responsible practice recommends referring
these patients to physicians that specialize in these uncommon cases. While
the community-bascd physician might encounter oaly a handful of these cases
in his or her career, the specialist will see many times more. In this way the
specialist builds experience in these rare illnesses and improves his skill in
diapnosis and treatment.

The difficult and complex cases often require intervention by spccialists from
different disciplines. These specialists are found in academic hospitals where
there is a culture of interdisciplinary practice essential to providing the best
putcome for the patient. In addition to the physicians, the resources required to
practice this level of medicine are formidable. The physicians are assisted by
teams of highly skilled nurses and technologists, who themselves build
expertise in these rare cases. The capital costs are high, ranging from
hematology/oncology patient units with extensive facility requirements for
protecting immuno-suppresed patients to imaging facilities using cutting-edge
modalities such as 64-slice CT scanners. Many innovative, ground breaking
clinical approaches are pioneered in academic hospitals and eventually many
ol these tecchniques are employed in community hospitals as they become
perfected and then taught to other physicians through outreach seminars and
one-on-one interaction. This sharing of knowledge is a critical dynamic in
maintaining excellence in our health care system. Still, the academic centers
remain the best places Lo treat the unusual, rare cases due to their advantages
described.

Qur market area is somewhat concentrated in our primary service area of South
Chicago. Forty-nine of our adult admissions in FY03¥ reside in this zone.
Another 43 percent of these patients live in the region, which includes South
Chicago, South and Southwest Suburbs, Northwest Indiana, Western Suburbs,
North Chicago, and North and Northwest Suburbs. The final 9 percent are
extremely dispersed. From a geographic perspective, the accompanying map
show the Primary Service Area (PSA) and the wide dispersion across the
region and country of our patients. The regional area is over 200 miles across.
Last year patients came from 41 of the 50 states. In addition, residents of the
following 93 countries came to UCMC for treatment:
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PATIENTS FROM THE FOLLOWING COUNTRIES
WERE TREATED AT UCMC IN THE PAST YEAR

Albania England Malaysia Singapore
Arpenlina Ethiopia Mexico Slovania
Armenia France Mongolia South Africa
Austalia Germany Moruceo Spain
Austria Greece Nepal Sweden
Bahrain Grenada Netherlands Switzerland
New

Baku Guatemala Zealand Syria
Bangladesh Guyana Nigeria Taiwan
Belgium Honduras Norway Thailand
Relize Hungary Oman Trinidad
Bolivia India Pakistan Tunisia
Brazil Indoncsia Palestine Turkey
Cameroon Iran Panama UAE
Canada Ireland Peru Ukraine
Cayman
Islands Israel Phillipines Uruguay
Chilc Italy Poland Uzbekistan
China Jamaica Portugal Venezuela
Colombia Japan Puerto Rico Vietnam

; Cyprus Jardan Qatar Virgin Islands

j Denmark Korea Rawanda West Africa
Dominican
Repub. Kuwait Romania Zambia

| Ecuador Lebanon Russia
Egypt Liberia Saudi Arabia
El
Salvador Lithuania Scrbia

This wide dispersion across the country and world is evidence both of the rare
and unusual cases we treat as well as our reputation for excellence. Earlier in
this application we noted that our planning does not strongly focus on
population trends in the immediate area because UCMC attracts patients from
such a wide area that come to us becausc of our extraordinary capability rather
than geographic proximity. Qur niche in the market is a specialized one. We
are ahle earn higher rates of reimbursement on these rare, complex cases
because we have a proven track record of providing efficient care with good
outcomes. This comparative advantage is illustrated in the accompanying table
that shows that our operating margin is highest among the U.S. News & World
Report Honor Roll hospitals. This specialization is critical to our success. Qur
strategy is that by bringing the best and brightest minds together, and
providing them with the facilities and equipment, UCMC will be recognized as
one of the few hospitals where the most difficult cases can be treated
successfully.
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Our special capabilities in complex care have powered much of our growth to
this point and we cxpect that continue. We are continuously adding talented
physicians and researchers to our faculty, building programs of high stature.
Our patients recognize our exceptional abilities and seek care here, The NHP
project will result in the modernization of 180 Med/Surg beds and the
relocation of 38 ICU beds and the addition of 22 ICU beds. These modernized
beds will allow us to continue to serve the demand explained and documented
in this section. We consider our hospital an important medical resource for
Illinois and hope that our proposal is supported by the Planning Board.

b. Altematives Considered
1. We studied the alternative of adding beds in existing buildings. The cost
for the patient bed portion of the project is significant - $133 million or 17
percent of the total. We rejected this alternative for the following reasons:

a Insufficient Space in Existing Buildings — The Medical Center in
total now measures 2.7 million square feet. UCMC occupies 57 percent of
that area with the remainder used by the Biological Sciences Division
(“BSD™). The BSD is comprised of the attending physicians, the medical
school, and rescarchers. That space is fully occupied and BSD is
constructing a major new research laboratory building for expansion. The
BSD has grown apace of UCMC. When Mitchell Hospital was built in
1983, vacated space in Billings and Chicago Lying-in was re-assigned to
BSD for expansion. The construction of the Duchoissois Center for
Advanced Medicine (DCAM) in 1996 relocated the outpatient clinics from
Billings Hospital. The space vacated was allocated to BSD for research
labs and offices. Comer Hospital was completed in 2005 and BSD will
make use of the vacated areas in Wyler. In general, as UCMC constructed
new buildings, it relinquished the space in the old buildings for these other

USES.

As for the hospital’s current space, this is for the most part {ully utilized,
hence the need to expand through the NHP. As we have grown in size over
the years we have added buildings and also relocated some departments
offsite. For example, both the Information Scrviees and Finance
Departments are principally located in Darien, Illinois. In addition, we
occupy several sites in Hyde Park for such functions as Human Resources,
the Academy (staff training), Internal Audit, Marketing, and Development.
These offsite locations are evidence that we have no available space in the
medical center complex. We have renovated the American School
(formerly American School for Correspondence) located across the street
from Mitchell and DCAM. This building is used for office space for
Information Services, Planning, Design, and Construction, Medical Center
Communications, and Capital Budget and Control, as wcll as the project
team offices for the NHP. There is no available space for constructing the
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240 beds planned for the NHP.

b). Departmental Adjacencies Would Be Suboptimal — Were it
possible to build these beds in existing buildings, they would be located
remotely from those other hospital services preventing full integration of
patient care. The most challenging aspect of constructing hospital facilities
is locating the new elements in the best place relative to related functions.
For example, the Surgery should be close to Patient Intake and Preparation,
Recovery should be close to Surgery, and surgical inpatient beds should be
close to Recovery. These functions are integrally connected and ideally the
distance between them should be minimal. These spatial relationships can
be optimized if one is building a new and complete hospital. However, the
usual situation is adding buildings to an existing complex and the
adjacencies are compromised. The NHFP will housc complementary
departments such as Sterile Processing, Preparation and Recovery, Surgery,
and inpatient beds for surgical patients. The flows between these can be
optimized, whereas if the supporting beds were located in other buildings
there would be the problem of long patient transports and having the
clinical staff attend to their paticnts over a wide area.

The only open space currently is floors 2 and 3 of the Comer Center for
Children and Specialty Care. Total area is 48,000 bgsf, far short of the
141,552 bgsf planned for Med/Surg beds and 49,173 bgsf for ICU beds that
ideally should be located near the Med/Surg beds. Beside the insuffiency
of the Comer space, that locaticn is not ideal since it is in a separate,
although adjacent building. The final consideration is that the building is
to be devoted to pediatric care, in agreement with the Comer family which
has underwritten much of the building’s cost.

2. Also considered was the alternative of referring patients to other
hospitals in the area. As noted earlier in this application, we have
undertaken a plan to reler primary care patients to Mercy Hospital &
Medical Center and Little Company of Mary Hospital. These hospitals
have the capacity to receive additional patients. Other hospitals, especially
in our A-03 planning area, have available beds in the sense that they use
many fewer than their licensed count. But due to financial pressures, staff
reductions, and program cutbacks, this capacity is not fully available. Itis
likely that in some hospitals beds have been “mothballed” for many years
and might not be in a condition ta be returned to operation.

The other hospitals in our planning area do not offer tertiary level services.
These services are available at other area hospitals such as Northwestern,
Rush, and Loyola, but these hospitals are also fully utilized and are in
vartous stages of addressing their space needs through the CON process. It
is doubtful that these hospitals could take significant numbers of our
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tertiary cases. Moreover, our strong preference is treating patients who
come lo us ourselves.
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B. Modern Facilities

2. Necessary Expansion — JCU Beds

a.

Rationale for Expansion

The need for ICU beds has grown steadily and significantly at UCMC over
the past 30 years. In 1977, we had 34 ICU beds and 378 Med/Surg beds, a
ratio of 1 ICU bed for every 14 Med/Surg beds. Over the next 30 years, while
inpatient admissions have steadily increased, length of stay decreased overall,
so that now UCMC has 327 licensed Med/Surg beds. The intensity of cases
resulting from our specialty programs has grown more robust and we attract
more referrals from a wider area. We currently have 92 ICU beds, reducing
the ratio four-fold to 1 ICU bed to 3.6 Med/Surg beds. We propose to add 22
ICU beds and reduce by 27 Med/Surg beds to better fit our expected mix of
intensity, reducing the ratio further to ene ICU bed for every 2.6 Med/Surg
beds.

As we’ve strengthened our programs and added more specialty serviees, we
have attracted patients with complex diseases that only a select few hospitals
can treat. In the recent year, we have seen patients from the majority of statcs
and over 90 foreign countries. Patients are growing in sophistication about
medical treatment and either self-refer or encourage their local doctors to refer
them to top regional hospitals when a serious illness is diagnosed. We address
our reputation among academic medical centers in Attachment MOD - 3A for
Med/Surg Beds and we believe that our strong reputation is continuing and
will result in strong utilization of our ICU beds.

As can be seen in the following table, Projection of ICU Patient Days,
UCMC s 92 beds were utilized at a rate of 85 percent over the past two years,
which would amount to a rate of 69 percent of the proposed 114 beds,
exceeding the State standard of 60 percent. Since 2002, ICU days have
increased by an average annual compounded rate of 1.5 percent. Adding the
nearly 300 annual observation days and projecting forward, we would reach
75 percent of ICU beds in 2013, the second full year after project completion.

As discussed in Attachment GRC - 3B, the 60 ICU beds proposed for the
NHP, which includes 22 additional beds, will support the patients treated in
the OR, Interventional Radiology, and GI Procedure areas of that building.
Twelve of these beds will be available for the most acutely ill patients in the
10™ Floor Hem/One service. These beds need to be close to the procedure
areas and also in the immediate proximity of the Med/Surg beds to minimize
transport times and attendant risks to the patients.

Alternatives Considered
The seience of hospital planning deals extensively with adjacencies, locating
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services (hat are connected close to one another to decrease risks to the
patients and maximize staffing efficiencies. Thus, there are no attractive
alternatives insofar as different locations. Once we open the NHP, we will
close the top two floors of Mitchell Hospital. This would open up area that
could house the additional 22 ICU beds, but that location would be
inappropriate. By definition, the ICU’s care for the most seriously ill and
fragile patients. Transporting the surgical patients from the NHP OR back to
the Mitchell ICU would involve a trip of two city blocks, two elevator rides,
and nearly 12 to 15 minutes of time. This distance would create unacceptable
risk to the patients and a poor use of our valuable staff. In many cases, the
patient would necd to be accompanied by a physician and nurse.

Another possibility would be to send these patients to hospitals close by. We
are the only tertiary level hospital in the A-3 planning area, so local hospitals
would not be suitable for most patients. The other academic medical centers
in Chicago have similarly high ICU occupancy rates with limited capacity.
Finally, transport by ambulance or helicopter to another tertiary hospital is a
suboptimal solution for our patients.
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PROJECTION OF ICU PATIENT DAYS

(Reaching 75% Occupancy of Proposed Beds)

1cU
Histarieal Beds(1)  [ClJ DDays
2002 o2 25,775
2003 92 26,692
2004 92 28,037
2005 92 28,981
2006 92 29,946
2007 92 27,795
12 mo. end Sep. D6 92 29,645
12 mo. end Sep. 07 02 27,545
Avg. Yearly Increase 1.5%
Projected
2008 92
2009 92
2010 92
2011 92
2012 92
Open new beds 2013 il4
2014 114
2015 114
Notes:

Observation days arc actual counts of patients occupying a bed at the noon census but not counted
as an inpatient day. These would be pafients recovering from a procedure or being observed for another

reason but not admitted as an inpatient.

Canclusion: Total demand for ICU beds is conservatively measured by actual census plus observation
potients, Projecting ICU bed usape to increase by the average annual increase seen between 2002 and 2007
of 1.5%, we expect 31,122 days by 2015 or 75 percent occupancy of the proposed 114 1CU beds.

Observation

Days (21

208
303
273
287

Total

ICU Days
25,775

29918
27.832

28,145
28,567
28,996
29,431
29,872
30,320
30,775
31,238

252

Occup

B9%
82%

84%
85%
86%
88%
89%
73%
74%
75%
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B. Modern Facilities

2. Necessary Expansion — Surgery

a. Rationale for Expansion

One of the principal drivers of the NHP project is the need to expand the
Surgery operating rooms {OR). The main OR suite is located in Surgery
Brain Research Pavilion (“SBRP”), a building that opened in 1977. At the
time of its opening, all of UCMC’s ORs were located there. With the
construction of the outpatient DCAM building in 1997, we situated
Ambulatory Surgery in 8 ORs there. Comer Children’s Hospital was finished
in 2005 and contains 5 pediatric ORs. There are 15 ORs in SBRP and these
will be replaced in the NHP with a 24 OR suite.

The present main OR is 29 years old. There have been many significant
changes in OR technology and design since that time. The facility is deficient
in terms of space, both within the ORs and support areas, and in its layout.
One of the most significant changes since 1977 has been the huge growth in
the amount of special equipment that is brought into the operating theater. In
addition, we have witnessed the rapid development of minimally invasive
endoscopic surgery which is safer and has shorter recovery. The equipment
ideally is suspended from booms overhead, but at present we have only one
room that is outfitted in this way. As a resuli, there are endoscopy towers that
move on wheels and have the light source, camera, endoscope, and monitor as
a combined apparatus that must be wheeled into the OR.

We have two large robotic devices and expect to acquire more. The robots
allow the surgeon to manipulate handles which move a surgical instrument
inside the patient. Miniature cameras are also involved that permit the
surgeon to see what he is doing. The devices that enter the patient are smatl,
s0 a small incision can be made rather than a much larger one required by
traditional surgery. Recently we began performing cardiac surgery using this
less invasive technique. Traditionally, this surgery is done afler a sternotomy,
which splits the breastbone and requires a large incision down the center of
the chest. This procedure requires a long hospital stay and recuperation,
Using a robotic device, the surgery can be done through 4 or 5 dime-size
incisions or a 3 to 5 inch incision on the side of the chest. Hospital stays are
reduced by as much as 50 percent and the patient can return to work within 10
days rather than several weeks. There is aiso less chance of infection, less
pain, elimination of the heart-lung bypass machine, and minimal blood loss.
Surgical robots require a large OR.

Lasers for surgery that did not exist when the current OR was originally
designed are now commonly used and are on large carts. Harmonic scalpels
and ligatures that cut and sear at the same time also require carts.
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Neurosurgery, for example, employs a wide range of surgical microscopes
that also must be moved about. In order to make the limited number of rooms
as flexible as possible, we do not “fix” equipment in any one room,

Stereotactic radiosurgery equipment for localizing tumors in the cranium,
radiofrequency ablation devices used in cryosurgery for liver and lung tumors
and CUSA machines that imrigate and aspirate are all carled. Ultrasound units
are cmployed more frequently for seeing “behind™ organs or inside the patient
during laparoscopies. The anesthesia used in surgery often requires fiberoptic
intubation or echocardiography equipment for inserting [incs when there are
constrictions or other problems in the airway. Finally, every OR has a
personal computer on a cart for recording patient information and supplying
data for the scheduling system.

None of this equipment was in use three decades ago when UCMC’s OR was
designed and its use now present a significant spacial problem within an OR,
as well as adequate space for the attending surgeon, residents, ancsthetists and
nurses. Storing this equipment when it is not in use is also a challenge.
Becausc storage is woefully inadequate within the OR area, equipment is now
stored outside the OR and that space is inadequate and less accessible. The
OR space now needs to accommodate a virtual expressway of machinery and
people.

The current OR suite does not embody the design elements considered
essential for 2 modern surgical facility. The current traffic flows are
extremely problematic. The flow of patients from pre-op, the ORs, recavery,
and back to inpatient units all bottteneck through one very busy intersection.
The proper, modern flow would be to segregate patients in different areas so
that these flows do not cross. Also, there is an absence of a central support
core that should be positioned to minimize the distance between all ORs and
the supplies. The current arrangement involves case carts placed here and
there, but they cause congestion and blockage in the corridors that are already
over-taxed. Placing supplies in the ORs creates an operational prohlem since
it consumes scarce space and increases room turnover time when the supplics
have to be restocked. The support space for the staff is negligible. The
lIounge/lunch raom has a capacity of 14 to 16 people, while there are 85 staff
members working at any one time. The surgeon’s lounge accommedates 12,
while there are 45 in the department on a typical shift. Ideally, we necd
enough space so the staff could remain in the sterile area for lunch and breaks.

Another current design flaw is the location of the OR in relation to the patient
beds. When constructed, the SBRP was immediately adjacent to Billings
Hospital where the adult beds were located. When Mitchell Hospital replaced
Billings in 1983, the travel time from the OR increased. The ICU tower is
290 feet from the entrance to the OR to a patient’s bedside. For the acute vare
Medical/Surgical units in Mitchell, the distanee is 616 feet on average.
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Paticnts on monitors must be accompanied by Recovery unit nurses when
transported to the patient units, and sometimes an anesthetist must join them.
This travel distance increases the risk to the patient and is an inefficient use of
staff time when they are needed. Travel time might range from 6 to 12
minutes, depending on waiting time for elevators.

Because the facility is approaching 30 years of age, many of the infrastructure
systems arc womn and increasingly subject to breakdowns. Repairs are very
costly since the schedule and the sterile conditions dictates that they be done
during the night and on the weekend. Additionally, there are wet labs for
research on the floors above and these cause plumbing problems for the OR.

In addition to the size, design, and aged facility issues, our steadily increasing
workload dictates an expansion of the number of ORs. As shown in the
accompanying table (OR Facility Utilization), in 2007 OR hours were 61,270
for the 28 rooms. This utilization generates an average per room of 2,188
hours. Applying the State standard of 1,500 hours per room per year, UCMC
shows a need for 41 ORs. We propose 37 rooms after the completion of the
NHP.

b. Alternatives Considered
Over the past 29 years we have modified the main OR to handle growth and
improve supply and equipinent storage. Some years ago a pre-op area was
converted to an endoscopy OR. Offices have gradually becn converted to
storage space. Equipment storage was recently created down a corridor,
outside of thc OR suite. Bulk supply storage was moved five floors below to
a basement area where case carts are stocked and brought up to the OR. We
spent several years increasing electrical power to the area and increasing the
number of outlets in each room. We have done as much as practically
possible to make this facility work as best it can, but due to being landlocked,
cannot improve things much further.

The hours of operation are 7:30 a.m. to 5:30 p.m., with late cases extending
into the evening hours. There are occasional cases on Saturday. We offer
emergency surgery at any hour as needed. It would be impractical to extend
the hours to relicve congestion. Our physicians have duties in the clinics, with
research, and teaching. In addition many travel to area hospitals to perform
surgery or teach other surgeons new techniques. We must accommodate
travel to seminars outside of Chicago and to other academic medical centers.
Extending the hours our clinical staff needs to cover the OR would not be
possible given the alrcady-full schedules. We would also incur sharply
increased costs were we to increase overtime for the support staff or schedule
late shifts at premium rates. Because Surgery relies on the considerable
support of departments such as Respiratory Therapy, Pharmacy, Laboratories,
Anesthesia as well as manufacturers’ representatives for surgical devices and
implants, operating beyond the normal workday would require keeping the
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nccessary support by these other parties.

The best solution is to build a replacement OR in the NHP that is designed by
modern standards and located close to inpatient beds.
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Admissions
Visits

OR Cases
Inpatient
Outpatient
Total

OR Hours
Inpatient
Outpatient
Total

Operating Rooms

Hours/OR

Rooms at 1,500 Hrs.

OR FACILITY UTILIZATION

2005 2006 2007 2014 2015
26,401 26,926 26,205 27,843 28,145
507,154 505,664 514,873 548,199 553,133

10,204 12,412 10318 10,963 11,082
9009 9736 10,094 10,747 10,844
19213 22,148 20412 21,710 21,926
40,666 41,523 39,884 42377 42,836
17,718 20,189 21,386 22770 22,975
s8384 61,712 61,270 65,148 65,812
28 28 28 37 37

2,085 2,204 2,188 1,761 1,779

39 41 41 43 44
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B. Modern Facilities

2. Necessary Expansion — Preparation/Recovery

a. Rationale for Expansion

Preparation and Recovery areas are to be located on the st
(Imaging/Procedures) and 6™ (Surgery) floors. These uses will occupy 37,038
besf of space. These areas will be used to prepare patients for Surgery,
Interventional Radiology, or GI Procedures and patients will recover from
their procedures in these areas. As these areas exist to support the Operating
Rooms, Interventional Radiology, and GI Procedures, the rationale for
cxpansion can be found in those parts of this section.

The following Attachment MOD — 3D shows that in 2007 there are 28
operating rooms served by 39 recovery stations. These are located in SBRP,
DCAM, and Comer Children’s Hospital. Those stations in SBRP would be
closed and replaced by the proposed OR and recovery areas in the NHP. We
propose to increase the SBRP ORs from 15 to 24 rooms and the
preparation/recovery stations from 15 to 50. After project completion, there
would be a total of 37 operating rooms and 75 preparation/recovery siations, a
ratio of 2.0 stations per OR. This ratio is within the State standard of 4

stations per OR.

The current 4 Interventional Radiology labs are served by 12
preparation/recovery stations. We propose to open 7 labs in the NHP. We
estimate that 18 preparation/recovery stations would serve the 7 Interventional
Radiology units adequately at a ratio of 2.6 stations per lab. Again, this ratio
is below the State standard of 4 stations.

Finally, the 18 planned GI Procedure rooms will be supported by 35
preparation/recovery bays, a ratio of 2.1:1. Thirty five bays should be
adequate for our needs and is within the State’s guideline.

The present preparation/recovery facilities are quite crowded in each of the
three areas. All are constrained by the surrounding departments and cannot be
expanded. As the volume of activity in these areas has grown, the operation
of the recovery areas has potten mare congested. Scheduling is arranged so
that these rooms are used in large part for preparation early in the day and
recovery later, since there is not capacity to do both at once at our high
volume. There is constant jockeying involved to get the most efficient use of
these facilities, but the time has come to develop facility space that is
adequate.

Alternatives Considered
The key alternative considered was to expand hours of operatton to mect the
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increased volumes. To that end, the GI Procedures department has recently
expanded its week day hours ta 7 a.m. to 6 p.m. Interventional Radiology
works a similar schedule, and, in addition, provides 24 hours/7 days coverage
for emergency cases.

The operating rooms also have around ~the-clock coverage, but the main
scheduling block is from 7:30 am. to 5:30 p.m. each weekday. We have
looked carefully at expanding these hours as room availability has increased
wait times. One constraint is that our surgeons are finite in number and have a
multitude of duties, ranging from performing surgery, rounding on patients
with residents, and other academic responsibilities that include teaching,
research, and travel relating to their disciplines. It is not reasonable for us to
require our clinicians, who already work very long days, to perform surgery in
the evening or on weekends. Patients and their families much prefer having
surgery earlier in the day. Similarly, fasting before surgery orders are a
hardship for those with late afternoon and evening cases. Of course, there is a
limit to the number of hours OR and Recovery nurses, technicians, and
anesthetists can work. Beyond the immediate staff of the OR, many other
ancillary support staff to the operating rooms - patient transporers,
pharmacists, respiratory therapists, and floor nurses - all must be on duty in
appropriate numbers if thc OR is active. The OR also depends on resources
outside of the hospital, such as providers of specialized equipment like lasers
and lithotripters who bring in these devices for single cases. Also,
representatives of drug and medical supply companies who bring in
implantable devices, special drugs, and other items that are impractical to
stock. All of these non-UCMC people work normal hours and expanding
their hours could not easily bc done without requiring non-hospital stafT to
change their work hours. Critically, costs would significantly increase if we
needed to pay a premium for overtime or for those starting after 3 p.m.
UCMC has stretched the hours of operation as much as possible and the only
feasible option is to expand our facilities.
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RECOVERY FACILITY UTILIZATION

Opezating Rooms
Angiography Labs

Gl Procedure Rooms

Recovery Stations:

Serving ORs
Recovery Stations/fOR

Serving Angio Labs
Recovery Stations/Angio

Serving Gl Procedure
Recovery Stations/GI Rin.

Total CRs, Angio, G1 Rms.
Total Recovery Stations
Recovery Station/OR, etc,

State Standard
Total OR/Procedure Rooms
Standard
Rooms at Standard

2007
28

12

19
14

12
24

20
1.7

45
71
1.6

45

180

(]
=
B

L)
o |

-]

62
128
2.1

62

248

2015
37

-~

75
18
2.6
35

1.9

62
128
21

62

248

260
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B. Modem Facilities

2. Necessary Expansion — Anatomic Pathology

a.

Rationale for Expansion

Anatomic Pathology is the main support laboratory for Surgery and GI
Procedurcs. Surgical Pathology (a subset of Anatomic Pathology) is located
in SBRP, two floors above Surgery. The lab is connected via a dumbwaiter so
that tissue samples taken during surgery can be sent quickly to the lab for
preparation and analysis. The tissue is received, trimmed of superfluous
matter, flash frozen so that a very thin scetion can be sliced, prepared as a
slide, and delivered to the pathologist on duty for his assessment. The frozen
section does not provide the best view of the cells in the tissue, but is a very
quick process sa that the surgeon can receive guidance about the surgery in
process.

With the closure of the OR in SBRP and its relocation in the NHP, Surgical
Pathology must be relocated to be nearby. The first consideration is to move
the tissue sample quickly to the lab, understanding that the patient is often still
in the OR, under anesthesia, and the surgeons, anesthetist, nurses, and
technical slaff are in the OR waiting for the test results. The possibility of
sending samples via pneumatic tube has been considered but it is considered
risky since fluids could spill in the tube and require shutdown and careful
cleaning. In addition, the tissue to be analyzed may not fit in the pneumatic
cartridge. Finally, some surgeons want to view the prepared slide under the
microscope and discuss the evaluation with the pathologist. The SBRP
location will be a 12 to 15 minute walk, with several elevator rides from the
NHP to SBRP, so that plan would preclude the surgecon from viewing the
slide. Moving the samples by cart between the two buildings is also infeasible
due to the length of time involved and our concern about tissue degradation if
the time in transport is too long.

The other componcnt of the Anatomic Pathology facility in the NHP will be
the Cytopathology Lab. This lab works en fluids or minutc tissue samples. It
serves primarily interventional Radielogy and GI, evaluating biopsy samples.
The present lab is located in the Mother’s Aid Rescarch Pavilion, a 10 minute
trip from the NHP. Again, speed is important because the patient will still be
on the procedure table, waiting until an adequacy examination can be made by
the technologist. This evaluation assures that the tissue the physician wants to
obtain for biopsy has been successfully aspirated.

Both laboratories must relocate part of their operation to the NHP due to the
necessity of being close to Surgery. Some parts of the present labs will
remain where they are to perform other work that dacsn’t have to happen as
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quickly.

-b. Alternatives Considered
We considered transport of samples by pneumatic tube but decided the risk of
spillage and losing the tissue was unacceptable. We also considered staff
transport or even robotic material movers, but both alternatives are 100 costly
and slow for the needs of the OR.

ATTACHMENT MOD - 3E
262




SECTION VII. MODERNIZATION

B. Modern Facilities

2. Necessary Expansion — Central Sterile Processing

a.

Rationale for Expansion

Central Sterile Processing (“CSP™) is the main support department for the
OR’s. CSP retrieves, cleans, packs instrument irays, sterilizes, and delivers
the instruments back to Surgery. With the main OR suite being expanded
from 15 to 24 rooms and relocated to the NHP, it follows that the CSP would
be expanded and relocated as well.

The present CSP that serves the main OR is 7,301 bgsf and we plan the new
CSP to be 9,296 bgsf, a 27 percent increase. (This increase is more modest
than the 60 percent increase planned for OR rooms.) As the main support
department for the OR, it makes sensc to relocate it. Tt will be located on the
Lower Level and will be connected to the OR on the 6™ Floor by two separate
sets of dedicated service elevators. The elcvator banks are on either ends of
the floor to minimize travel distance between them and the individual
operating rooms. Each elevator bank has a soiled and a clean elevator. While
the most efficient arrangement might be to have the CSP adjacent to the OR
on the same floor, the OR consumes an entire floor so this isn’t possible. The
planned design is reasonably close in efficiency since the elevators are
dedicated and will be readily available for transport. Vertical transport is
considered faster than horizontal, as long as there aren’t long waits for
clevators. The added benefit is that the instruments will either be in the OR or
CSP or on dedicated elevators, which minimizes the chance for
contamination. This arrangement is preferable to the present 10 minute walk
through basement corridors.

Alternatives Considered

We considered continuing to use the CSP facility in Miichell Hospital that
serves the current OR's. The present OR’s were constructed in 1977 in
Surgery Brain Research Pavilion (“SBRP”). The other floors of this building
were slated for wet research labs and faculty offices, so we continued to use
the CSP that was in Billings Hospital. When Mitchell Hospital was built in
1983, we relocated and expanded CSP in that building. It was not the best
location, as it was located one block away from SBRP but it was preferable to
the other options. The proposed NHP will be one block to the north of
Mitchell, accessed through tunnels that will be 1,200 feetin lengthand a 7
floor elevator ride. We estimate this trip will take 9 minutes for the walking
portion and 2 minutes for the elevator ride. This route is a similar distance to
what we have now and is an inefficient plan that consumes staff time
delivering and retrieving instruments. We need to maintain a larger
instruments inventory to cosure availability. We have 24 years of experience
with this inconvenient location and a full understanding of the extra costs and
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frustration of having the principal support department for Surgery so far away.
For this reason we reject the alternative of keeping CSP at its present location.
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B. Modern Facilities

2. Necessary Expansion — Radiology

a. Rationale for Expansion

The central purpose of this project is to relocate inpatient beds, Surgery, GI
Procedures, and Interventicnal Radiology into modern facilities. Radiology
will be located in the NHP to suppori these services. We will add 2 CT
Rooms, | MR, 2 General Radiographic, and 1 Fluoroscopic Room. The entire
Interventional Radiology area will be relocated and expanded from 5 to 7
procedure rooms.

The CTs, MR scanner, radiographic, and fluoroscepic rooms will serve the
inpatients staying in the 240 beds proposed for the NHP. The inpatient
Radiology facilities are located in Mitchell Hospital and will remain, though
in less space, to serve the patients in the 214 beds that will be proximate.
Outpatient Radiology facilities are Iocated in the DCAM building which is
dedicated to ambulatory care. We have concluded that it does not make sense
to transport patients from the NHP to DCAM or Mitchell for radiology
services, as there will be enough patients to utilize these services in the NHP.
As noted in the accompanying table, “Radiology Facility Utilization”, all State
standards will be met for general procedures (6.730/room vs. 6,500 standard),
CT (7,914 versus the standard of 2,000), and MR (2,491 versus the standard
of 2,000) in 2015, the second full year of operation of the NHP. Not having to
transport the patients to a separate building will be safer for the patient and
will achieve faster results from Radiology.

It would be inefficient and would increasc the risk to the patient if a patient
had to be transported to the Mitchell Radiology facilities. Mitchell will be
approximately one block away and time of transport would range from 12 to
20 minutes depending on elevator wait times and traffic in the patient
corridors. This route would also require two elevator rides. The patient
would have ta be wheeled to an elevator in the NHP, down to the basement
level, into the DCAM, across the entire length of this building, under two
streets and into Mitchell Hospital, then up one level in an elevator, This
lengthy trip would often have to be made with a nurse and sometimes
physician accompanying due to the unstable condition of the patient. The
patients planned for the NHP beds would be in the Hematology/Oncology,
Transplant Surgery, and General Surgery services and it cannaot be
emphasized too strongly how acutely ill most of these patients are, raising our
concerns about infection control. Best practices dictates that Radiology
services be provided in the NHP to minimize these trips.

We note that there is a CT and MR proposed to be located in the NHI OR, in
the sterile zone. This equipment will be dedicated devices, used either just

ATTACHMENT MOD - 3G

265




SECTION VII. MODERNIZATION

before the patient undergoes surgery, or during surgery to assess results and
determine whether {urther surgery is required. This will be a significant
improvement over the current situation where patients must be sent to
Radiology. Delays can resull because these machines, which can play havoc
with the very tight OR schedule. During surgery, the patient cannot be taken
out of the sterile zone to Radiology, so this impartant capability cannot be
considered. The more advanced medical centers in the country are now
locating MRs and CTs in the OR. Due to the restricted nature of these devices
and the unlikelihood that heavy throughput can be accomplished in the OR
setting, we have not included these machines in the totals here.

Interventional Radiolagy has grown remarkably since Mitchell Hospital
opened in 1983, At that time, UCMC had two machines and 752 cases were
performed annually. By contrast, UCMC currently operates 5 angiography
labs and, in 2007, our volume totaled 15,843 cases. It has been extremely
challenging to accommodate this tremendous growth in Mitchell Hospital.
Congestion was c¢ased in 1956, when the outpatient Radiology facilities were
opened in the DCAM. That relocation freed up some expansion room in the
Mitchell Radiology area. However, space is still tight for this particular
service, especially as the complexity of cases has grown, requiring hetter
facilities for recovering outpatients. While we just completed a project that
provides 11 preparation/recovery bays to serve the current 4 labs, we have a
continuing challenge handling the nearly 15,000 annual cases in this facility.
The new space in the NHP will have 6 labs and approximately 22 rccovery
bays, which is a more workable ratio than we have at present. As the
proportion of outpatients grows, there is increasing demand for recovery space
since outpatients spend longer recovering in the angiography area. (In-
patients, by contrast, can be taken back to their bed to complete recovery.)
The very heavy use of our current facility is best demonstrated by the
relatively high ratio of 3,677 cases per lab seen in 2005, compared to the State
standard of 450 per lab. The expanded area in the NHF will allow us to
operate in a less hectic manner and aceommodate the steady growth that this
technology has enjoyed.

. Altemnatives Considered

Radiology is landlocked on the first level of Mitchell, in that the departments
that are contiguous can not be moved or reduced. The Adult Emergency
Department that cannot relinquish any space since its visits continue to
increase. It is a challenge to treat the number of patients we do in
Interventional Radiology, currently averaging 3,169 cases per year per lab,
many times greater than the State standard of 400 per lab. Proper preparation
and recovery space has long been a vexing prohlem, especially as the
percentage of putpatients grows, putting more demand on recovery space. We
have considered expanding the 50-hour weekly schedule, but feel that our
radiologists and support staff already work long, intense hours as it is and we
are teluctlant o ask more of these exceptional professionals. In addition,

ATTACHMENT MOD - 3G
264



SECTION VII. MODERNIZATION

scheduling for second and weekend shifts is very costly and it is chalienging
to find good technologists who will work the off-hours even with higher pay.
In addition, we would also need to schedule radiologists, who already must
take turns heing on call for emergency cases for all non-scheduled hours.

ATTACHMENT MOD - 3G
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RADIOLOGY FACILITY UTILIZATION

2005 2006 2007
Admissions 26,401 26,926 26,2035
Visits 507,154 505,664 514,873
General Procedures
Inpatient 81,304 83,758 76,903
Qutpatient 61,228 58,935 67,200
Total 142,532 142,693 144,103
Rooms 21 18 19
Cases/Room 6,787 7,927 7.584
State Standard
CT
[npatient 16,593 17,601 19,035
QOutpatient 31,836 35,166 39,905
Total 48,429 52,767 58,940
Rooms 6 6 6
Cascs/Roem 8,072 8,795 9,823
Stale Standard
MRI
Inpatient 3,239 3,370 4,124
Outpaticnt 10,205 10,877 12,108
Total 13,444 14,247 16,232
Rooms 6 6 6
Cases/Room 2,241 2,375 2,705
State Standard
Intcrventional {Angio}
Inpatient 8,107 8,873 8,433
Outpatient 6,602 7,495 7,410
Tatal 14,709 16,368 15,843
Rooms 4 5 5
Cases/Room 3,677 3,274 3,169

State Standard

268

2014 2015
27,843 28,145
548,199 553,133
81,711 82,596
71,550 72,194
153,260 154,789
23 23
6,663 6,730
6,500
20225 20,444
42,488 42,870
62,713 63,314
8 8
7,839 7,914
2,000
4382 4429
12,892 13,008
17274 17,437
7 7
2,468 2491
2,000
8,960 9,057
7,890 7,961
16,850 17,018
7 7
2,407 2,431
400
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B. Modern Facilities

2. Necessary Expansion — GI Procedure

a. Rationale for Expansion

UCMC has long had an internationally preeminent program in gastroenterology.
The most recent hospital survey by U.S. News & World Report ranked our (I
Department 6" nationally. An integral part of our program is a full array of
diagnostic tests and therapies that arc used to detect and treat digestive and liver
problemns, including state-of-the-art screenings that are not commonly available.

These include:

Esophageal motility and manometry

24-hour pH monitoring

Upper GI endoscopy

Proctoscopy, flexible sigmoidoscopy, and colonoscopy

Liver biopsy

Video entcroscopy, an advanced technique to study the causes of

gastrointestinal bleeding.

¢ Pancreatic and biliary tract studies, including cndoscopic retrograde
cholangiopancreatography (“ERCP”).

» Advanced techniques for diagnosis and sampling of abnormal tissues in
the esophagus, pancreas, stomach and rectum. These techniques include
endoscopic ultrasound (“EUS”) and interventional endoscopy of the
esophagus, stomach, pancreas, and colon, as well as fine necdle aspiration
and mucosal resection of superficial tumots.

o Genetic screening tests for genetic hemochromatosis, the most common
genetic disorder in the United States.

» Genetic screening and family counseling for hereditary colon cancer and
polyposis syndromes.

» Laser therapy for vascular bleeding of the rectum, as in proctitis and other
conditions.

¢ Small intestine transplantation, in collaboration with our surgeons, for

people with severely damaged intestines. This procedure is done in the

OR, not the GI Procedure unit.

This area of medicine has grown remarkably since the current GI Procedure unit
was built in the outpatient DCAM building in 1997. Several years ago flexible
sigmoidoscopy was the most commonly used approach for screening for cancer of
the colon. However, it was determined that colonoscopy was a more effective
approach and subsequently Medicare offered coverage for screening tests for
patients 50 years and older. This change in treatment dramatically changed our
facility requirements since sigmoidoscopy had been done with conscious sedation,
colonoscopy requires more anesthesia and more staff people. Between 2000 and
2007, sigmoidoscopies declined from 1,900 to 433, while colonoscopics have
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SECTION VII. MODERNIZATION

increased from 2,970 to 5,500. As an indication of our capacity needs there is
now a 2 to 3 month wait for screening colonoscopies.

Other clinical dcvelopments that have affected our space needs relate to the use of
endoscopic ultrasounds, as part of fine needle aspiration for cancer detection and
to mark tumors and ERCP for pancreatic, biliary tract, and gall bladder studies
and treatment. Endoscopic ultrasound procedures have increased 53 percent in
the last two years and ERCP cases have risen 38 percent. We have also advanced
the double balloon enterascopy procedure for accessing the small bowell. Carol
Semrad, M.D. of our staff is the most active practitioner of this procedure in the
country, having performed 85 cases in 2007. These interventional procedures
represent the greatest growth in our GI program and are important in that they can
treat disease endoscopically and avoid open surgery, hospitalization, and lengthier
recovery periods. But they are putting great pressure on our present facilities
since they require general anesthesia, more preparation and recovery time, and
more time in the procedure room. While upper GI procedures and colonoscopies
require 30 to 45 minutes of room time, the interventional procedures can take one
to three hours.

The DCAM facility was designed to handle 25 patients per day, but our caseload
has grown to 50 patients which leads to longer periods for elective patients to be
seen. The current facility often gets backed up during busy periods. Procedures
requiring conscious sedation take 30 minutes recovery time, but the rapidly
growing interventional cases with 1 to 2 hours of recovery time cause bottlenecks
in the limited number of recovery bays, which backs up the procedure rooms and
causes long waits by patients in the preparation bays. Further delays are caused
by emergency procedures for patients presenting in the ER, most often with
bleeding.

With the expansion of our lung program -- including transplantation -- physicians
from Pulmonary Medicine are using this facility for bronchoscapies, since the
Pulmonary Lab does not have space for appropriate preparation and recovery. All
of these services require anesthesia, which means preparation and recovery bays
are needed and the length of time for procedures expands. Since most of the
patients are outpatients, their recovery is extended since they must be observed
until it is safe for them to return home, whereas inpatients can be transporied back
to their rooms. Bronchoscopy equipment is very similar to that used in GI rooms,
the patients undergo similar anesthesia and require the same caliber of nursing, so
it makes sense to have them folded into this larger operation rather than
replicating it inefficiently in a smaller operation for Pulmonary Medicine.

ATTACHMENT MOD - 3H
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Treatment Room Current Proposed
GI procedure 6 8
ERCP/EUS 2 S
Bronchoscopy I 2
Liver Biopsy 2 2
Total 11 17

In summary, the GI Procedure unit has seen a dramatic increase in utilization,
concentrating on more intensive procedures that require more space and time. We
plan to address this need by building an expanded unit in the NHP. The
procedure rooms will increase from 11 to 17, and from 14 prep/recovery stations
increase to 40, as discussed in Attachment MOD - 3D.

b. Alternatives Considered

In response to growing workloads we have expanded the number of exam,
treatment, and recovery rooms by converting offices and other support space to
clinical arcas. There now remains no suitable spaces for further expansion. The
adjoining diagnostic/treatment department on this floor is Chemotherapy, which is
already too small for its needs. This department had heen operating between 7
a.m. and 7 p.m. This long day is the practical limit, since overlime ecxpenscs are
high and scheduling double shifis is difficult. Moreover, most physicians work
twelve hour days now and could not be expected to cover longer scheduled hours,
The most feasible alternative is to relocate and expand the department in the
proposed NHP.
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GI PROCEDURES FACILITY UTILIZATION

Admissions
Visits

Flexible sigmoidoscopy
Colonoscopy

Upper GI

ERCP

lleoscopy

PEG's

Anoscopy

Endoscopic ultrasound
Bronchoseopies

Colon decompression
Motility

24 hour PH monitoring
Capsule endoscopy
Dilation

Liver biopsy
Hemorhoid destruction
Paracentesis

Double baltocn enteroscopy

Total

2005
0
507,154

534
5,106
2478

538

38
76

453
434

60
33
72
219
258
20

na

10,320

[ ]
=]
=
L o

505,664

412
5,974
2,886

543

33
99

537
680

45
32
100
192
269

na

11,810

2007
0
514,873

433
5,499
3,276

742

3l
63

694
1,001

78
40
g7
185
262
13
231
85

12,720

2014 2015
0 0
527,253 529,045
443 445
5,631 5,650
3,355 3,366
1,419 1,424
32 32
65 65

0 0
1,368 1,373
3,102 3,113
0 0

80 80

41 41
89 89
189 190
268 269
13 13
237 237
250 251
16,583 16,639
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B. Modem Facilities

2. Necessary Expansion — Pharmacy

a. Pharmacy will be expanded from 14,918 bgsf to 26,520 bgsf. This

department has had just a slight growth in area since the construction of
Mitchell Hospital in 1983. The department is hemmed in by Clinical
laboratories, Central Sterile Pracessing, and Patient Transportation in the
basement of Mitchell, all of which are also short of space and would expand
themselves if adjacent area would become available. The advent of the NHP
project provides an opportunity to effectively address the space constraints
that have plagued Pharmacy for many years.

Pharmacy has grown greatly in size and complexity since Mitchell was
opened. One indication is that our Drug Formulary has increased three fold to
approximately 5,000 drugs. Cost of drugs now exceeds 360 million annually,
16 percent of all supplies. Staff has doubled in number, owing to much
greater specialization needed. In 1983 there were very few computers, but
now most employees require a computer station and access to a printer and
fax machine.

Beside just the absolute increase in the number of drugs, there is also the
complexity. We have ten different freezers and refrigerators, because we
store drups that require different temperature ranges. We do a lot of special
drug compounding and many require special handling, such as the drugs
employing recombinant DNA technology. Investigational drugs arc often
used in clinical trials, notably in Hematology/Oncology and Transplant
Surgery. These processes entail special preparation, tracking, and reporting.

For the more routine, high use drugs, we use a robotic device. Essentially, the
drugs are bar coded in unit dose packages, placed on hundreds of spindles,
then a mechanical arm rcceives instructions from a computer to gather drugs
for the patients. The robot requires a 32 feet by 10 feet footprint and 800 nsf
circulation, or 4,000 nsf in total. Grossing this up produces a need for 4,760
bgsf. There are 3,000 different drug orders each day for our inpatients. The
medical bins for each patient are larger since more medications are provided
and the unit-dose packaging uses more space. The larger bins require larger
delivery carts, which in turn take up imore space in the production area as they
are filled. While some drugs come to us already in units dose packaging,
others we must package ourselves, which requires additional space. While the
unit dose approach helps reduce errors and wasted drugs, they require more
area for storage and transport with each individual dose wrapped separately.
Drugs that are used less frequently are dispensed by people, who need room to
count and package the drugs. Space is also required for the botiles containing
the drugs. There are the compounding areas for special products that need
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preparation. Crash carts have become the responsibility of Pharmacy since a
certain number of drugs are placed on the cart. Staging for cart inventorying,
assembly, and storage requires space. With the requirement of USP 797
standards for sterile work areas for the preparation of IV admixtures, these
must be prepared in special clean rooms with laminar flow hoods above the
work area. The waork arcas will need ante rooms for changing clothes in and
out of the sterile area. The [V admixtures produced require clean storage
areas.

Hospitals have evolved toward a more inteprative approach to pharmacy
service whereby satellite operations exist on the patient units and ORs so that
the pharmacist or pharmacologist can work as a true member of the team of
clinicians. The pharmacist can see how the patient is doing on his
medications and engage in a dialogue with the physicians about whether
dosages or drugs should be chanped. Thus, the special knowledge of the
pharmacist is brought to bear in a more useful way. This is a critical change
in reducing medication errors, which is a serious quality of care issue in
hospitals since drugs are used more intensively and can be more harmful if
mistakes are made. These satellite operations require space, sometimes just
an office for the pharmacist, sometimes compounding/asscmbly and storage
areas for drugs prepared [or use in the area.

These many factors over the past several decades have increased Pharmacy’s
need for spacc and underlie this expansion.

Alternatives Considcred

Pharmacy could possibly have remained in Mitchell, using some space to be
vacated by Central Sterile Processing. [t makes more sense to build the
expanded central production area to NHP. This gives a clean, new space in
which to build rather than the difficulty of building among active departments
and the dislocations of other departments that would arise in creating one
larger area for Pharmacy.

The Surgery and Hem/Onc beds will serve the majority of our most acutely il
patients. Consequently, these are the patients who will receive the most
medications and also the drugs that require special preparation and handling.
Rather than transport these drugs from Mitchell, a 12 to 15 minute trip, and
risk ruining or compromising the fragile and temperature sensitive drugs, it is
better to prepare these drugs close to the patients. Nearly 30 percent of the
space for Pharmacy in NHP will be for the OR pharmacy and Hem/One
pharmacy. Both areas are frequent users of medications so it is more efficient
and safer to have them prepared and dispensed close to where they are needed.
This improves delivery time, but more importantly improves commmunication
since pharmacists are on hand to receive orders and ask questions, thereby
reducing the chance for errors.
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B. Modern Facilities

2. Necessary Expansion — Respiratory Therapy

a. Rationale for Expansion

Respiratory Therapy will occupy 1,959 bgsf in the center core of the 9™ Floor.
The majority of our most acutely ill patients will be treated in the NHP. These
are the patients most likely to need ventilator support at some time during
their inpatient stay, thercfore Respiratory Therapy will locate their main
operation here and leave a satellite facility to serve the patients remaining in
Mitchell Hospital.

The area will contain the blood gas laboratory with 4 analyzers. Ventilators

will be processed here, where they are broken into component parts, the parts
cleaned in a special machine, then re-assembled and tested. Supplies will be
stored in the arca, along with whatever ventilators that aren’t being deployed.

Alternatives Considered

The primary alternative considered was continuing to operate out of the
present location, one room in Mitchell and a storeroom in Gilman-Smith
Hospital. This bifurcated arrangement is problematic for supporting Mitchell
Hospital patients, so continuing this for the NHP doesn’t make sense. The
NHP will be a 12 to 15 minute walk from Miichell and most of the ventilator
needs will be in NHP, so the NHP projeet presents an opportunity to create
better space closer to the patients using this service.
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B. Modern Facilities

2. Necessary Expansion — Clinical Support

a.

Rationale for Expansion

Clinical support consists of off stage equipment workrooms, equipment
storage, and bed storage primarily. Proposed clinical supporl space totals
16,069 and compares to 44,422 presently. More than one third of the present
support space is in the recently constructed Comer Children’s Hospital.

The ratio of these equipment storage rooms per bed in the NHP is 50 bgsf. In
Mitcheil Hospital, the ration is 22 bgsf per bed, Med/Surg and ICU beds
combined. This refleets the different quantity and variety of equipment
needed at the bedside presently compared to the early 1980’s when Mitchell
was planned. On the paticnt bed floors of the NHP, there is a large central
corc where there is sufficient space to store equipment. Equipment storage in
Mitchell is lacking and inadequate and is consistently emphasized by the
nurses and physicians involved in planning the new clinical areas. Frequently,
equipment that is in demand is parked in corridors, which creates a problem if
the required 8 foot clearance isn’t maintained. We have a similar problem in
the main OR, where space in the OR proper is fully programmed so storage is
outside of the area. As noted, there is the ongoing pressure to keep the
equipment close at hand, which can create circulation problems.

Alternatives Considered

Equipment storage is a balancing act. It is an off-stage rather than on-stage
function, in that the areas where the patients are situated have many higher
priorities than storage of large items. But one doesn’t want the equipment
rooms 10 be too far from the patients since it is inefficient to send staff to
retrieve equipment from remote locations. The NHP provides a goad solution
sincc there are large center core areas on the three patient bed tloors with
adequate storage room. The alternative of storing on the Lower Level is a
possibility, but is unattractive due to the time that would be spent moving the
equipment to and from the patients.
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SECTION VIII. REVIEW CRITERIA RELATING TO MEDICAL-SURGICAL, PEDIATRIC, OBSTETRICS,

AND INTENSIVE CARE SERVICES (ACUTE})

The sectian is applicable to all projects proposing the addition of Medical/Surgical, Obstetric, Pediatric, or ICU beds.

A. Criterion 1110.530.a, Unit Size

Read the critcrion and indicate if the existing or proposed facility is located within a MSA. Yes Ef/No n]

B. Criterion 1110.530.b, Variances to Computed Bed Need

Read the criterion and, if applicable, address one of the following variances.

1. Criterion 1110.530.b.1, High Occupancy. Indicate if chosen and submit the following information:

4,

patient days and admissions for each of the last two years for the service invalved;

explain why it is not feasible to convert underutilized services to meet the identificd demand;

document that the number of beds proposed will not exceed the number needed to meet the target
occupancy.

if projections are utilized to support the need for beds, document the following:

1)
2)

3)
4)

the projections are based upon population projections from the U.S. Bureau of the Census;
the projections arc for a period of not more than 5 years from the date the application is
submitted;

the projections are zip code based and age specific; and

the projections are based upon the applicant's service area as defined by historical paticnt
origin, and do not include any projected change in market share.

APPEND DOCUMENTATION AS ATTACHMENT ACUTE-1 AFTER THE LAST PAGE OF THIS SECTION.

2. Criterion 1110.530.b.2, Medically Underserved Population. Indicate if chosen and submit the following
information:

f

a map showing the location of all other area providcrs,

a list of the travel times to ather area providers;

a derailed description of the admission restrictions of the other area facilities;

documentation that access is restricted in the planning area;

documentation that the number of beds proposed will not exceed the number needed, at the target
occupancy rate, to meet the health care needs of the population identified;

an explanation of how the proposed project will improve the access to care;

APPEND DOCUMENTATION AS ATTACHMENT ACUTE-2 AFTER THE LAST I'AGE OF THIS SECTION.
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SECTION VIIL. D. ADDITION OF INTENSIVE CARE BEDS

1. High Occupancy

a. Patient utilization of ICU beds in the 24 months ending September 30,

2007:
Year Admissions Days
2006 3,870 29,645
2007 3.890 27.545

Obstetrics, Psychiatry, and Med/Surg. We propose 60 ICU beds for
the NHP building, 38 relocated and 22 additional. Pediatrics is just 2
beds under the standard of 75 percent which is insufficient given the
number of ICU beds needed, regardless of the fact that locating adult
beds in a pediatric hospital is undesirable. Psychiatry beds will be
discontinued. Obstetrics beds are licensed at 50 but 30 are needed to
meet the State standard, freeing 20 beds. These beds are located in
Mitchell Hospital, a 12 to 15 minute trip to the NHP and a risky trip
for our most acutely ill patients. Med/Surg beds are operating at 78
percent, which for the proposed 300 beds is 34 beds below the State’s
88 percent target for this category. In Attachment MOD - 3A, we
justify the 300 Med/Surg beds based on a conservative projection of
patient volume increases. Thus, in 2013 when the NHP opens,
Med/Surg beds will operate at 88 percent occupancy and the needed
22 additional ICU beds will not be available.

b. We are operating below State bed occupancy standards for Pediatrics,
|
|
|

c. Based on the average 28,651 annual ICU days experienced {or the past
24 months, the proposed 114 ICU beds would be utilized at 69 percent.
This is above the State's target occupancy of 60 percent. Based an
long term trends, we expect ICU days to gradually increase, but even if
they stay at present levels we achieve the standard use rate. Thus, our
proposal is not excessive.

d. Projections are not needed to justify these beds since the target
oceupancy is achieved using historic patient days.

ATTACHMENT ACUTE - |
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1linois Health Facilitics Planning Board

SECTION XXIV. REVIEW CRITERIA RELATING TO FINANCIAL FEASIBILITY

This section applies to all projects subject to Part 1124

Does the applicant (or the entity that is responsible for financing the project or is responsible for assuming
the applicant's debt obligations in case of default) have 1 bond rating of A" or better? Yes No

If yes is indicated, submit proof of the bond rating of "A" or better (that is less than two years eld) from
Fitch's, Moudy's, or Standard and Poor’s rating agencies and go to Section XXX. 1f no is indietacd, submit
the most recent three years' audited financial statements including the following:

3. Change in fund balance

1. Balance sheet
4. Change in financial pasition

2. Incame statement

APPEND THE REQUIRED DOCUMENTS AS ATTACHMENT FINANCIALS AND PLACE AFTER ALL
OTHER APPLICATION ATTACHMENTS INCLUDING THE REMAINING ATTACHMENTS FOR THIS

SECTION AND FOR SECTION XXX.
A. Criterion 1120.210.a, Financial Viability

. Viability Ratios

if proof of an “A" or better bond rating has not been provided, read the criterion and complete the
following table providing the viability ratios for the most recent three years for which audited financial
statements are available, Category B projects must also provide the viability ratios for the first full fiscal
year after project completion or for the first full fiscal year when the project achieves or exceeds target

utitization {(per Parl 1100), whichever is later.

Provide Data for Pfojccls Classified as: 'Categofy"B - Projéllr:ted o _ ror e

Enter Historicgl anplfdr P_rojected L\fea'rs: 2005 2006 2007 2015
Current Ratio 4.3 4.0 4.8 10.2
Net Margin Percentage 12.4% B.5% 12.9% 11.5%
Percent Debt to Total Capitatization 39% 8% 32% 26%
Projected Debt Service Coverage 9.5 times 6.3 times 8.6 times 5.8 times
Days Cash on Hand 266 263 285 658
Cushion Ratio 132 275 318 43.5

Provide the methodology and wotksheets utilized in determining the ratios detailing the caleulation and
applicable line items amounts from the financial statements. Complete a separate table for each ¢o-
applicant and provide warksheets for each. Insert the worksheets after this page.

2. Compare the ratios to the Part 1120 Appendix A review standards. If any of the standards for the applicant
or for any co-applicant are not met, provide documentation that a person or organization will assutne the
legal responsibility to meet the debt obligations should the applicant defauit, The person or organization

must demonstrate compliance with the ratios in Appendix A,

APPEND DOCUMENTATION AS ATTACHMENT FIN-1 AFTER THE LAST PAGE OF THIS SECTION.
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B. Criterion 1120.210.b, Availability of Funds

If proof of an "A" or better bond rating has not been provided, read the criterion and document that sufficient
resources are available to fund the project and related costs including operating stari-up costs and operating
deficits. [ndicate the dollar amount to be provided from the following sources:

$i85.7m  Cash & Securities
Pravide statemenis as to the amount of cash / securities available for the project. ldentity any securily, its
valuc and availability of such funds. Interest to be earncd or depreciation account tiinds to be earned on
uny asset irom the date of application submission through project completion are also considered cash.

Pledges
For anticipated pledges, provide a letter or repor as to the doliar ainount feasible showing the discountcd
value and any conditions or action the applicant would have 1o take to accomplish goal. ‘The timec period,
historical fund raising cxperience and major contributors also must be specificd.

$100m  Gifis and Bequests
Provide verification of the dollar amount and identity any conditions of the seurce and timing of'its use.
$500m Debt Financing {indicate type(s) tax-exempt bond issue )

- For general obligalion bonds, providd amount, terms and conditions, mcluding any witicipaicd discounting
ar shrinkage} and proot of passage ot the required reterendum os evidence ot pavernmental authorily to
issue such bonds;
tor revenue bonds, provide amount, 1erms ang conditions and proof of secusing the speciticd amount;

For martgagces, provide a letter trom the prospective lender attesting lo the expectation of making the loan
in the amount and time indicated,
For leases, pravide a copy of the Jease mcluding all terms and conditions of the lease including any
purchase oplhans.
Governmental Appropriations

I’rovide a copy of the appropriation act or ordinance accompanied by a statement ot tunding availability
ftom an oftictal ot the governmental unit. if funds arc to be made avauable trom sobsequent fiscal years,
provide a resolution or ather action of the governmental unit attesting to such future funding.

Grants
Provide a Jetter trom the granting agency as to the avauability of funds in terms ot the amount, conditions,
and time or reccipt.

Other Funds and Sources
Provide veritication ot thc amount, lerms and condstions, and type of any other tinds that will be uscd tor
the project.

$785.7m TOTAL FUNDS AVAILABLE

APPEND DOCUMENTATION AS ATTACHMENT FIN-2 AFTER THE LAST PAGE OF THIS SECTION,

C. Criterion 1120.210.¢c, Operating Start-Costs

if proof of an "A" or betler bond rating has not been provided, indicate if the project is classified as a Category B
project that involves establishing a new facility or a new category of service? Yes No . If'yesis indicated
read the criterion and provide in the spacc below the amount of operating start-up costs (the same as reported in
Section [ of this application) and provide a description of the items or componentis that comprise the costs. Indicate
the source and amount of the financial resources availahle to fund the operating start-up costs {including any initiat

operating deficit) and reference the documentation that verifies sufficient resources are available.
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SECTION XXV. B. Availability of Funds

Cash and Securities

The audited financial statements for 2007 show Board designated investments
totaling $677 million, which would be adequate to meet the $185.7 million cash
outlay for this project. We also anticipate contributions from net income, which has
averaged $105 miltion per year the last three years.

Gifts and Bequests

We have an initial goal of raising $100 million through charitable donations. UCMC
has a long history of successfully meeting and exceeding fundraising goals. In the
carly 1990’s, we conducted the Campaign for Biology and Medicine which started
with a $120 million goai and raised $202 million, Between 1999 and 2004, the
Campaign for Children which initially sought te raise $50 million, ended at $72
million, including naming gifts of $40 million from Gary and Francis Comer. That
campaign was instrumental in financing the Comer Children’s Haspital and the
Comer Center for Children and Specialty Carc. Beginning in 2000, the Campaign
Spark Discovery began with a goal of $350 million. We have currently raised $720
million and the campaign will continue to June, 2008, by which time we expect $815
million will be raised. Included in this amount is an additional $42 million pift from
the Comers that is targeted for pediatric facilities. We are very fortunate and grateful
for this record of success and we believe the $100 mitlion planned for the NHP is
achievable.

Debt Financing

We intend to raise debt capital with the issuance of tax-exempt bonds through the
IMinois Educational Facilities Authority. We have successfully raised money
through such issues many times over the past 30 years and our strang financial
performance indicates we will have the debt capacity for an issue of $500 million in
2009. The cost of issuance is estimated at $6 million and there will bc insurance
costs of $11 million. An interest ratc of 3.856 percent is fixed for $325 miilion and a
rate of § percent is estimated for the remaining $175 million. Estimates for this issue
are provided in the following pages. These were prepared by J.P. Morgan Securities
Inc., which has served as our financial advisor for debt financing in rccent years.

The anticipated date of issue is February, 2009. Because this issuance is 16 months
away, we are using current market rates for interest and acival costs may vary from
this estimate.
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SECTION XXI1V. FINANCIAL FEASIBILITY
A. Financial Viability — Calculation of Ratios

1. Current Ratio

Historical:

2005 = (current assets + Board designated investments) / current liabilities =
($203,851K + $496,373K) / $161,490 = 4.34

2006 = ($183,952K + $566,425K) / $187,096K = 4.01
2007 = ($247,629K + $677,043K)/ $194,165K = 4.76

Source for historic ratios: audited financial statements, Combining Balance
Sheets, Attachment Financials.

First Full Year After Project Exceeds Target Utilization:
2015 = (current assets + Board designated investments) / (current liabilities) =

($386m + $2,516m.) / ($284m) = 10.2
Source for forecast ratios: projected financial statistics

Note: We employ very active management of our cash assets, moving all but
the minimum needcd to meet day to day obligations into Board designated for
construction and long term investments { TRIP — University managed program).
The latter category was begun in 1995 and resulted in transferring money from
the Board designated for construction fund. In cither area, the cash is invested
in relatively liquid securities that are widely traded and could dbe converted to
cash within 30 days. For these reasons, we include these categories in the
calculation of our current ratio.
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SECTION XXIV. FINANCIAL FEASIBILITY
A. Financial Viability — Calculation of Ratios

2. Net Margin Percentage
Historical:

2005 = revenue in excess of expenses / net patient service revenucs =
$102,278K 7 $827,809 = 12.36%

2006 = $74,236K. / $875,977K = 8.47%
2007 = $143,158K / §1,113,836K = 12.85%

Source for historic ratios audited financial statements Combining Statement of
Revenues and Expenses, Attachment Financials.

First Full Ycar After Project Exceeds Target Utilization:

2015 = revenue in excess of expenses / net patient service revenues (inpatient +
outpatient) = $203m / $1,758m = 11.5%

Sourec for foreeast ratios: projected financial statistics

3. Debt Capiltalization Ratio

Historical:

2005 = long term debt / (long term debt + general fund balance) = 342,931K /
($342,931K + $533,922K) = 39%

2006 = $364,120K / ($364,120K + $598,150K) = 38%
2007 = $395,200K / ($395,200K + $856,245K} = 32%

Source for historic ratios: audited financial statements, Combining Balance
Sheets, Attachment Financials.

First Fuil Year After Project Exceeds Target Utilization:
2015=3852m. / ($852m, + $2,430m) = 26%

Source for forecast ratios: projected financial statistics.
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SECTION XXIV. FINANCIAL FEASIBILITY
A. Tinancial Viability - Calculation of Ratios

4, Debt Service Coverape Ratio

Historical:

2005 = (revenue in excess of expenses + depreciation + interest) /
(interest + principal) = ($102,278K + $43,626K + $9,191K) / (§9,191K +
$7,120K) = 9.51 times

2006 = ($74,236K + $46,369K + $13,994K) / (§13,994K + §7,390K)
= 6.29 times

2007 = ($143,158K + $48,588K + $15,465K) / ($15,465K + $8,535K)
= 8.63 times

Source for historic ratios: audited financial statements, Combining Statements
of Operations, notes on long-term debt for principal amounts, Attachment
Financials.

First Year After Project Exceeds Target Utilization:
2015 =($203m + $117m + $35m) / ($35m + $26m)

= 5.8 times

Source for forecast ratios: projected financial statistics.

5. Days Cash On Hand

Historical:

2005 = (Cash and cash equivalents + Board desighated
investments)/(Operating expense — Depreciation)/365 days = (846,731K +
$496,373K) / (($787,712 - $43,626K) / 365) = 266 days

2006 = ($20,718K + $566,425K) / (($861,019 — 46,369)/365) = 263 days
2007 =(3$86,698K + $677,043) / (($1,026,032 - $48,588K)/365) = 285 days

Source for historic ratios: audited financial statements, Combining Balance
Sheets and Combining Statement of Operations, Attachment Financials.
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SECTION XXIV. FINANCIAL FEASIBILITY
A. Financial Viability — Calculation of Ratios

First Year After Project Exceeds Target Utilization:
2015 = ($136m + $2,516m) / (($1,588m - $117m}/ 365} = 658 days

Source for forecast ratios: projected financial statistics.

6. Cushion Ratio
Historical:

2005 = (Cash + Board designated investments) / Maximum annual debt service
= ($46,731K + $496,373K) / (5,191K + §7,120K) = 33.2

2006 = ($20,718K + $566,425K) / (313,994K + $7,390K) = 27.5

2007 = ($86,698K + $677,043) / ($15,465 + $8,535K) = 31.8

Source for historic ratios: audited financial statements, Combining Balance
Sheet, Combining Statcment of Operations, notes on long-term debt for

principal amounts, Attachment Financials.

First Year After Project Exceeds Target Utilization:
2015 = ($136m +$2,516m)/ ($26m + $35m) = 43.5

Source for forecast ratios: projected financial statistics.
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SOURCES AND USES OF FUNDS

Liniversity of Chicago Medical Center
Series 2009 - Wrapped
100bps Insurance
14bps Liquidity, 8bps Remarkeling
1.25% CQl
$325MM Swap Effective 8.9.2011, Fixed Rate Yields as of 10.19.07
$325MM Insured YRDDs w Liq. & $175MM Insured Fixed Rate Boads

Dated Date 02/012009
Delivery Date 02/01/2009

Sources:

Rand Pracceds:
Par Amount 500,000,000.00
Premium 6,024,240.75

506,024,240.75

Uses:

Project Fund Deposits

Projccl Fund 432.677.929 34
Oiher Fund Deposits;

Capitelitized Intorest 55,934,612.63
Delivesy Date Expanses:

Cost of Issuance 6,250,000 .00

Insurance {1,161 698 78

17,411,698.78

506,024,240.75
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BOND MATURITY TABLE

University of Chirage Medical Center

Serics 2009 - Wrapped
100bps Insurance

14bps Liquidity, 8bps Remarketing

1.25% 0l
$325MM Swap EiTective 8.2.201 1. Fixed Rate Yields as 0f 10.19.07
£3235MM Insured YRDBs w Lig, & $173MM Insured Fixed Ratc Ronds

Unswapped
Maturity Swapped Bonds Baonds through
Dute through 2044 2044 Teotal
08/01/72010
08/0172011
08/01/2012
0840172013
08/0172014
080120135
08/01/2016
08/0t/2017
08/01/2018
0B/01/2009
08/012020
Q8/01/2021
08/01/2022
08/01/2023
a5/01/2024
G8/01/2025
G8/01/2026
03/01/2027 9,200,000 4,455,000 13,655,000
370172028 9,500,000 4,765,000 14,265,000
08/01/2029 11,100,000 5,665,000 16,765,000
08/012030 11,600,000 5,515,000 17,515,000
08172031 12,100,000 6,200,000 18,300,000
D8/11/72032 12,500,000 6,620,000 19,120,000
A8/0172033 13,100,000 6,875,000 19,575,000
08/01/2034 13,700,000 7.175.000 20,875,000
0RM172035 14,200,000 7.610,000 21,810,000
080172026 15,900,000 83555000 24,455,000
080172037 21,700,000 9,505,000 31,205,000
08/0§/2038 22,600,000 12,445,000 15,045,000
08/012029 23,600,000 13,020,000 16,620,000
08012040 24,600,000 13,670,000 18,270,000
0BAL/2041 25,600,000 14,390,000 15,990,000
0BAL/2042 26,600,000 15,185,000 41,785,000
08A11/72043 27,800,000 15,865,000 43,663,000
020172044 29,600,000 17,085,000 46,685.000
325,000,000 175,000,000 300,000,000
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DoMWMD SUMMARY STATISTICS

University of Chicaga Medical Cenler

Scrics 2009 - Wrapped
100bns Ingurance

| 4bps Liquidity, 8bps Remarkeling

1.25% COI

$325MM Swap Effective 8.9.2011, Fixed Rate Yields as of 10,19.07
$325MM [nsured VRDBs w Lig, & §175MM Insured Fixed Rate Bonds

Dated Date
Delsvery Date
First Coupon
Lest Matarity

Arbitrage Yicld

True Interest Cast{TIC)
Mat Interest Cost{NIC)
All-in TIC

Average Coupon

Averape Life (years)
Duration of issue (ycars)

Par Amount

Bond roceeds

Tatal Enterest

Met Interest

Bond Yesrs from Dated Dale
Bond Yeors from Delivery Date
Total Debt Service

Maximum Annual Debt Service
Average Aninual Debt Service

Underwriter's Fees (per §1000)
Avernge Takedowit
Other Fee

02/017200%
02/017200%
03/017200%
02/0172044

4,309267%
4.180989%
4.216094%
4.509555%
4.258328%

28.940
15.991

500,000,000.00
506.024,240.7%
616.169.877.58
610,145,636.83
14,469,762.500.00
14,469,762,500.00
1,116,16%,877.58
47,019,281.66
31,890,567.93

Tatal Underwriter's Discount

Bid Price 101.204848
Por Average Average P¥Y ofl bp
Aond Component Yol Price Coupon Life change
Swapped Donds ihmngh 2044 325,009,000.00 100,000 3.856% 2R 862
UUnswapped Donds through 2044 175,000,000.00 103 .442 5.000% 29.083 148,641.75
500,000,000.00 28940 148 641.73
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BOND SUMMARY STATISTICS

University of Chicago Medical Center
Series 2009 - Wrapped
100bps Insurance
14bps Liquidity, 8bps Remarketing
1.25% CO1
$325MM Swap Effective §.2.20t 1, Fixed Rate Vields 2s 0f 10.19.07
£325MM Insurcd VRDBs W Lig. & $175MM Insured Fixed Rate Donds

Par Value
+ Aceroed [nrerest
+ Premium [Discaunt)
- Underwriter's Dizcount
- Cast of [ssuance Expense
- Other Amounts

Target Yaiue

Target Date
Yicld

AlkIn Arbitrage
TIC TIC Yield
500,000,000.00 500,000,000.00 500,000,000.00

6,024 24075

-11,161,698.78

6,024,240.75

-6,250,000.00
-11,181,653.78

5,024 240.75

-11,161 698 78

494 862,541.97

020172009
4.396989%

488.612.541.97

02/0172009
4.569555%

494 862,541,947

02012008
4.309267%
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University of Chicago Medical Center

14bps Liguxlity, 8bps Remarketing
1.25% COl

£325MM Swap Effective 8.9.2011, Fixed Rate Yields ag of 10.19.07
£325MM Insured VROBs w Lig & §175MM Insured Fixed Rate Bonds

BOND PRICING

Series 2009 - Wrapped
100bps Insurance

Maturity Yield to Premium
Bond Campaonent Date Amounl Rate Yield Price Malurity {-Discount}
Swapped Bonds thraugh 2044:

08/01/2027 %,200.000 1.850% 100,000 C JRI9%
N 08/01/2028 %,500,000 3.890% 100.000 C 1 R22%
08/01/202% 11,100,000 3.890% 100.000 C 1.824%
08/01/2030 11,600,000 3490% 100.000 C 1.826%
08/012031 12,100,000 3.390% 100.000 C 1.828%
08/012032 12.500,000 3.890% 100.000 C 1.830%
0B/01/2033 13,100,000 3.890% 100,000 C 1R31%
08/01/2034 13,700,000 3.890% 100.000 C 3.832%
08/01/2035 14,200,000 3890% 100,000 C 3.R34%
0B/0142036 15,900,000 3.890% 100.000 C 3 835%
08/01/72037 21,700,000 3.890% 100.000 C 3836%
0DR/0172038 22,600,000 3.890% 100.000 C 3.837%
ORIG 142039 23,600,000 J.890% 160.000 C 3.838%
0%8/01/2040 24,600,000 3.890% 190.000 C 31839%
0801720414 25,600,000 3.890% 100.000 C 3 840%
08/01/2042 26,600,000 3.890% 100.000 C 3. 840%
05/01/2043 27,800,000 3.890% 100,000 C 3.841%
02/0 112044 29,600,000 3.890% 100.000 C 3.841%
323,000,000
Unswapped Bonds through 2044;
08/01/2027 4,455,000 5.000% 4.430% 104.779 C 4.615% 21250445
08/01/2028 4,765,000 5.000% 4. 460% 104.520 C 4.647% 215376.00
03/011/2029 5,665,000 5.0060% 4 490% 104,263 C 4.676% 24149895
08/01/2030 5,915,000 5.000% 4.510% 104.092 C 4.697% 242041 80
030172031 6,200,000 5.000% 4.530% 103921 C 4.717% 243%,102.00
08/012032 6,620,000 5.000% 4,540% 103,836 C 4.729% 253.541.20
08/01/2033 6,875,000 5.000% 4.550% 103,750 C 4.741% 257.812.50
080172034 7,175,000 5.000% 4,560% 103.665 € 4.752% 262.%63.75
08/01/2035 7,610,000 5.000% 4.57T0% 103 .580 C 4.762% 272,438.00
0840112036 8,555,000 5.000% 4.580% 1034935 C 1.1712% 298,997.25
08/0172037 ©.505,000 5.000% 4.580% 103.495 C 4.775% 332,199.75
0870172038 12,445,000 5.000% 4. 590% 103.410 € 4.784% 42437450
0870172039 13,020,000 5.000% 4.600% 103.326 C §.792% 43304520
0870172040 13,670,000 5.000% 4.610% 103.241 C 4,800% 443,044 70
80172041 14,390,000 5.0000% 4.620% 103.156 C 4.808% 454 14840
08/01/2042 15,185,000 5.000% 4.630% 103072 C 4.815% 465,483 20
08/01/2043 15,865,000 5.000% 4.640% 102987 C §.822% 473,887.55
02/012044 17.085.000 5.000% 4.650% 102.903 C 4.828% 495,977 55
175,000,000 6,024,240.75
560,000,000 6,024 240.75
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Universiry of Chicago Medical Center

14bps Liquidity, 8bps Remarketing

BOND PRICING

Series 2009 - Wrapped
100hps Insurance

1.25% COl

$325MM Swap Effective 8.9.2011, Fixed Rate Yields s of [0.19.07
$325MM Insured VRDPs W Lig. & $175MM Insured Fixed Rate Bonds

Dated Date
Delivery Date
First Coupon

Par Amount
Preminm

Production
Undenwyriier's Discount

Purchase Price
Accrued Interest

HNei Proceeds

0243172009
02/ 172009
030172009

500,000,000.00
§,024,240.75

506,024,240.75

506,024,240.75

506,024,240.75

101.204848%

101 204848%
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POMD DEBT SERVICE

University of Chicago Medical Center
Series 2009 - Wrapped
100hps inserance
14bps Liquidity, 8bps Remarketing
F25% CCH
$325MM Swap Ellective £.9.2011, Fixed Rate Yields as of 10,19.07
$325MM Insurcd VRDBs w Lig. & $175MM [nsured Fixed Rate Bonds

Dated Date 0210172009
Dclivery Date 02/017200%
Period

Ending Priggipal Coupon Interest IIebt Service
12/31/2009 16.770,833.30 16,770,833.30
12/31.2010 20,124,99%.96 20,124,999.96
1243172011 20,519,333.30 2051933330
123172012 21,392,49%.96 21,392,499 96
12/3172013 21,392,49%.96 21,392,49%.96
12/3172014 21,392,49%.96 21,392,499.96
12/3172015 21,392.49%.96 21.392,49%.96
12/3172016 21,392 49996 21,392,459.96
123172017 21,392.493.96 21,392,49%.96
12/3172018 21,392, 49396 21,392,49%.96
12/317201% 21,392.493.96 21,392,499.96
12/3172020 21,392,499.96 21.392,493.96
12/3172021 21,392,499.94 21,392,493.96
12/3172022 21,392,499.96 21,392,4%9.%6
12/312023 21,392,499 96 21.392,49%3.96
1273172024 2139249996 21,392,49%.96
12/3172025 21.192,499.96 21,392,499.96
12/3172026 21,192,499.96 21,392,499.96
12/3172027 13,655,000 4 21,198,956.64 34,853,956.64
1243172028 14,265,000 4 20,609,270.00 3487427000
12/3 172029 16,765,000 4 19,965,723.32 36.730,723.32
12/31/2030 17.515.000 a 19,240,033 32 36,755,033.32
12/3 172031 18,300.000 ‘e i8.481.810.04 36,781,810.04
12/3 172032 19,120,000 b 17.688,933.36 36,808,933.26
12/31/2033 19,875,000 " [6,859,653.32 36,834,653.32
12/3 12034 20,875,000 b §5,993,533.32 36,868,533.32
12/31/203% 20,810,000 a §5,088,120.04 36,898.120.04
1243172036 24,455,000 e 14,117,446.68 38,572,446.68
1243142037 31,205,000 b 12,980,146 64 44, 185,146.64
12/31/2038 35,045,000 b [F,600,096.68 4664509668
12/31/2039 34,620,000 b 10,076,156.68 46,696,156 .68
12/3172040 38,270,000 v 8,483 316.64 46,753,316.64
12/3172041 33,990,000 b 681791000 46 807,910.00
12/3142042 41,785,000 i 5.076,353.32 46,861,353.32
12/3172043 43,665,000 b 1.255.460.96G 46,920,46%.96
12/31/2044 46,685,000 i 334,281.66 47,019,281.66
500,000,000 616,169 877.58 1.116,169,377.58
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DETAILED ROND DEBT SERVICE

University of Chicago Medicnl Center

Series 2009 - Wrapped
100hps Insurance

14bps Liquidity, Bbps Remarkeling

1.25% COl

$325MM Swap Eifective 8.9.2011, Fixed Ratc Yields as of 10.19.07
$325MM Insured VRDBs W Lig. & 5175MM insurcd Fixed Rate Bonds

Dated Date
Delivery Date

62/01/7200%
02/0172009

Swapped Bonds through 2044 (SWAP)

Period
Ending Principal Coupon Interest Dehr Service
1243172009 9.479,166.70 9.479,166.70
1243172010 11,375,000.04 11,375,000.04
12/3142011 11,769,333.37 11,769,333.37
12/3142012 12.642.500.04 12,642,500.04
12/312013 12.642,500.04 12,642,500.04
12/3122014 12,642,500.04 12,642,500.04
124312015 12,642,500.04 12.642,500.04
1243172016 12,642,500.04 12,642,500.04
1212017 12,642,500.04 12,642,500.04
12/312018% 12.642 .500.04 12,642,500.04
121312019 12.642,500.04 12,642,500.04
12312020 12,642,500.04 12,642,500.04
1243172021 12.642,500.04 12,642.500.04
12/312022 12,642,50004 12,642,500.04
1273172023 12,642,500.04 12,642,500.04
§2/3172024 12,642,500.04 12,642,500.04
124312025 12,642,500.04 12,642 501104
12/31/2026 i2,642,500.04 12.642,500.04
127312027 $,200,000 3.890% 12,523,206 68 21,723,206 .68
12/31/2028 %,500,000 31.890% 12,161,436.64 2t 661,436.64
13/31/202% 11,100,000 3.890% 11,771,140.00 ¥2871,140.00
12/3172030 11,600,000 3.890% 11,332,866.68 22932,866.68
124120341 12,100,000 3.890% 10,875.143.36 12.975,143.36
123122032 12,500,000 3.890% 10,1499 266.68 22.899,266.68
1243122033 13,100,000 3.890% 9.90%,236.68 23.005,236.68
12/3172034 13,700,000 3.890% 9,187 866 .64 23,087,866.04
12/31/2035 14,200,000 3 890% R 848,453 32 23.048,453.32
12/3172036 15,900,000 3.89G% 8,274 029.96 24.174.029.96
1243172037 21,700,000 3.390% 1.580,313.32 20.280,313.32
1243172038 22,600,000 3.890% 6,724,513.36 29,324,513.36
123172039 23,600,000 1890% 5.832.406.68 20,432 406.68
12/3172040 24,600,000 3890% 4,901,400.04 29,501,400.04
| 124172041 25,600,000 3.890% 3.931,493.36 29,531 49316
| 1243172042 26,600,000 3 R90% 2.922,686.68 29,522 68668
’ 12/31/2041 27.800,000 3.B90% 1,872,386.68 29672318668
12/3142044 29,600,000 3.890% 191,906.66 29,791 906.66
361,696,754.13 686,696,754 .13

325,000,000
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DETAILED BOMD DEBT SERVICE

University of Chicapn Medical Center
Series 2009 - Wrapped
100hps insurance
14bps Liguidity, bps Remarketing
1.25% COL
$325MM Swap Effective 8.9.2011, Fixed Rate Yiclds a5 of10.15.07
£325MM lasured VRDBs w Lig. & 5175MM Insured Fixed Rate Bonds

Vari ale Tabic
Begin End Inierest
Date [ate Rate
02/01/200% 0840922001 3.500%

0R/0972011 0240172044 3.890%
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DETAILED BOND DEBT SCRVICE

University of Chicago Medical Center
Series 2009 - Wrapped
100bps Insurance
14bps Liquidity, 8bps Remarketing
§.25% COI

§325MM Swap Lifective §.9.2001, Fixed Nate Yiclds a5 of 10.19.07
§325MM Insiured YRDDs W Lig. & 5175MM Insercd Fixed Rate Bonds

Dated Date 02/01.2009
Delivery Date 02/012009

wapped Bonds through 2044 (LINSWAP

Period

Ending Principal Coupon Interest Debl Service
12/3172009 7,291,666.10 7.2%1,666.70
1213172010 8,750,000.04 8,750.000.04
128172011 8,750.000.04 8,750.000.04
12312012 8,750.000.04 8.750,000.04
12172013 8,750,000.04 8,750,000.04
123172014 §,750.000.04 8,750,000.04
123172015 §,750.000.04 8,750,000,04
1273172016 8,750,000,04 #,750,000.04
127312017 8,750,000.04 §,750,000.04
125312018 §,750,000.04 $,750,000.04
12/312019 £.750,000.04 8,750,000.04
127312020 #,750,000.04 8,750,000.04
12/312021 8,750,000.04 8.750,000.04
12/31/2022 8,750,000.04 8.750,000.04
12/3172023 8,750,000.04 £,750.000.04
12/312024 8.750,000.04 §.750.000.04
12/3172025 8.750.000.04 B,750,000.04
1273172026 ,750.000.04 8,750,000.04
1273172027 4,455,000 3.000% 8.675,750.04 13.130,750.04
12/31/2028 4,765,000 3.000% B447,833.36 £3,212,833.35
12/31/202% 5,665,000 3.000% §,194,583.32 11,859,582.32
12/31/2030 3.915.000 5.000% 7.907,166.64 13,822,166.64
1273172031 6,200,000 5.000% 7.506,666.68 11,806,666.68
12/3172033 6,620,000 5.000% 7,289,666 48 13,909, 666,68
1243142033 6,875,000 5.000% 6,954,416 64 13,829.416.64
1243172034 7.175,000 5.000% 6,605 666 68 13,780,666.68
1213172035 7.610,000 5.000% 6.239,666.68 11,849 666.68
12/31/2036 £,555.000 5.000% 5,843.416.604 14.398,416.64
1273172037 2,505,000 5.000% 5,399,831.32 14,%04,833.32
12/31/2038 12,445,000 5.000% 4.875,583.32 17.320,583.32
12/312039 13,020,000 5.000% 4,243,750,04 17,263.750.04
12/31/2040 13,670,000 5,000% 3.551,916.68 17.251,916.68
12/31/2041 14,390,000 5.000% 2.886,416.64 17.276,416.64
123172042 15,185,000 5.000% 2,153,666.68 17,338,666.638
12/3172043 15,865,000 5.000% 1.383,083.26 17,248, 083 .36
12/31/2044 17,085,000 5.000% 142,375.00 17,227,375.00

175,000,000 254,473,125.78

429,473,12578
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NET DEDT SERVICE

University of Chicapo Mudical Center

Stries 2009 - Wrapped
[DObps Insurance
§4bps Liquidity, Bbps Remarketing
1.25% COl
53250 Swap Effcctive 8.9.2011, Fixed Rate Yields as of 10,12.07
$325MM Insurcd YRDDs W Lig. & $175MM Insurcd Fixed Rate Bonds

Perind Total Remarketing - Liquidity - 14 Capitalitized Net

Ending Dicht Scrvice § bps bps [nterest Debl Service
123142009 16,770,833.30 238,333.33 417.083.33 17.426,249.96
12/31/2010 20,124,999 96 260,0006.00 455.000.00 20,839,999.96
£2/3172011 240,519,333.30 2060,006.00 455,000.00 21,234,333.30
124312012 21,392,499 96 260.000.00 455,000.00 22,107,499.96
12/3172003 21,392,499 06 260,000.00 455.006.00 22,107,499 94
1273172014 21,392,499 95 260,000.00 455,000.00 22,107.499.96
123172015 21,392,499 96 260.,004.00 455.000.00 22,107,499.96
12/3172016 21,392,499.96 260,00¢.00 455,000.00 22,107,49996
12/3172017 21,392.4992.96 260,000.00 455,000.00 22,107.499.94
1243172018 21,392,499.96 260,000.00 455,000.00 22,107,499.96
1243172019 21,392,499 94 260,000.00 455,000.00 22,107,499.%6
1243172020 21,392,499 96 260.000.00 455,000.00 22,107,499.96
1243142021 21,392,4999¢6 260,000.00 4%5,000.00 22,107 499.96
12/3172022 21,192.49996 260,000.00 455 .000.00 22.107,499.96
123172023 21,392,423 .96 260,000.00 455,000.00 22,107,499.96
123172024 21,392,499 96 260,000.00 455,000.00 22,107,499.96
1213172025 21.192,499.96 260,000.00 455,000.00 22,107,499.96
[2/31/2026 21,192,499.95 260,006.00 455 000.00 22,107,499.96
1273172027 34.853.9506.64 156,953.78 449 669.11 35,560,579 .53
1273172028 34.874,270.00 249,494 .44 436,615.28 35,560,179.72
12/312029 36.730,723.32 241,369.47 422,388.17 37,394.470.16
124312030 36,755,033.32 232,31%.1 406,558.44 37,393.910.27
12/312031 36,781,810.04 222 871.56 390,028.72 37,394 71232
12/31/2032 16,808,833.36 21306111 372,856.04 37,394,851 41
12/31/2012 36,R34.653.32 202,862.44 35500928 37,392,523.04
12/3172014 15,868,533.32 192,183.78 136,321.61 37.397.038.71
12/3172035% 36,898.120.04 181,058.22 16.851.89 37,396,030.13
12431220346 38,572 446 68 169,135.33 295,986.83 39.037,568.54
12/3172037 44,185,146.64 154,494 89 270,266.06 44,61 007,59
12/3172038 £6,645,096.658 136,836.89 239,464.56 47,021,398.13
123172039 46,696,156 68 11342578 207.245.11 47,021,827.57
12/31/2040 46,753,316.64 99,214 .67 17362567 47,026,156.93
12/317204 1 46,807.910.00 79.203.56 138,606 .22 47.025.719.7%
1273172042 46,861,353.32 58,392 .44 102,186 .78 4702193254
1231732043 46,920,46%.95 36,715.11 o4.251.44 47,021.436.51
[2/31/2044 47,019,281.65 2.03¢9.11 3,568.44 47,024, 889 2t

1116,169877.58

7.504,962.22

13,133.083 .88

59,500,583.22

1,077,307,940.46
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Period
Ending

AGGREGATE DEBT SERVICE

Universily ol Chicago Medica) Center

Series 2009 - Wrapped
100bps [nsurance
14bps Liquudity, 8bps Kemurketing
1.25% COl
$325MM Swap Eifective 8.9.2011, Fixed Rate Yields as of 10.19.07
$£325MM Insured VRDBs w Lig & $173MM Insured Fixed Rate Bonds

Series 2009 -
Wrapped

Cutstanding
Debi Service

Aggregate
Debt Service

1273172009
12/312GH}
1243172611
12/3172012
12/3172013
12/3172014
1273172015
12/3172016
123172017
12/31/2018
12312019
1243172020
124312021
1243172022
12/31/2023
12/31/2024
12/3172023
1243172026
1243172027
1213172028
1243172029
12/31/2030
12/3142031)
1273172032
12/31/203)
12/31420134
12/312035
127312036
127312037
1213172038
12/31/203%
1243 172041
12/3 172041
12/3172042
12/3172043
12/31/2044

16,770,833.30
26,124 ,999.96
20,519,331.30
21,392,499.96
21,392.469.96
21,392,499.96
21,392.499.96
21,392,499.96
21,392,499.96
21,392,459.96
21,392,499.96
21,392,499.96
21,392,499.96
21,392,499 96
21,392,499.96
21,392,499.96
21,392,499.96
21,392,499.96
34,853.956.64
34,874,270.00
36.730,723.32
36,755.033.32
36,781,810.04
36,808,933.36
36,834,653.32
36,868,513.32
16,898,120.04
38,572,446.68
44,185,146.64
46,645,096.68
46,656,156 68
46,753,316.64
46,807,910.00
46,861,353.32
46,520,469.96
47,049,281 66

26,434,370.13
26,378,308.75
26,416,173.70
26,457,935.87
26,484,441.12
26,362,723 81
27,154,792.57
24,102,452.13
27,204,608.52
27,318,179.93
27,518.454.93
27,692,218.19
27,845,350.32
27,583.205.04
27,812.614.56
2%,115,299.77
28,187,190.40
28,442,655.05
11,465,350.04
11,465,998.76
962997121
9.631,714.99
9.629,180.06
9,627,506.18
9,631,648.87
9,627,220.07
9,628,280 02
7,588,528 04
2413,690.61

43,205,203 .43
46,503,308.71
46,935,507.00
47.850,435.83
47,876,941.08
47.755,223.77
48,547,292.53
48,494,952.09
48,597,108.48
48,710,679.39
48,910,954.89
49,084,718.15
49,237,450.28
48,975,705.00
49,205,114.92
49,507,799.73
49,579,690 36
46,835,155.01
46,319,306 65
46,340,268.76
46,360,695.53
46,186,748 31
46,410,990.10
46,436,439.54
46,966,302 .18
46,195,753.38
46,526,400.06
46,561,374.72
46,598,837.25
46,645.096.68
46.696,156.68
46,753,316.64
46,807,910.00
46,861,353.32
46,920,469.96
47.019.281.66

1.116,169.877.58

591,250,465.0)

1,707,420,342.59
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PROJECT FUND

University of Chicago Medical Center

Series 2009 - Wrapped
100bps Insucance
1 4bps Liquidity, 8bps Remurketing
1.25% CQt
§325MM Swap Eifective 8.9.2011, Fixed Rate Yields as 07 10.19.07
$325M insured VRDBs w Lig. & $175MM Insured Fixed Ratc Bands

Interest Schedoled

Date Deposil @425% Principal Draws Balange
02/2872009 432,677,929 34 1,364 871.50 31,635,028.50 33,000,000.00  401,042,900.84
03/3172009 1,420,360.27 8,579,639.71 10,000,000.00  392,463,261.11
04730/2009 1,189.974.05 -1,389,974 05 393,853.235.16
45/3172009 1,394 896 87 -1,394 896 87 395,248,132.03
06/30,2009 1,399.837.13 13,600,162 87 15.000,00000  381,647.969.16
07/3122009 1,351,669.89 -1,351,669.89 382,999,639.03
08/3172009 1,356.457.05 -1,156,457.05 384,356,096.10
09/30/2009 1,361,261.17 L§,638,73%8 83 20,000,000.00 365.717.357.27
1073172009 1,295248.97 -1,295,248 97 367,012.606.24
11/30/2009 1,299,836.31 -1,299,836.31 368,312,442.55
12/31/2009 1,304,439.50 23,895,560.10 25,000,000.00  344,616,882.45
01/31/2010 1,220,518.13 -1,220,518.13 345.837,400.58
02/28/2010 1,224,840.79 -1,224,840.79 347,062.241.37
0343172010 1,229,178.77 28,770.821.23 34h,000,000.00  318,291,420.14
04/30/2010 1,127,282.11 -1,127,282.11 319.418,702.25
05/31/2010 1,131,274.57 -1,131,274.57 320,549,576.82
06/30/2010 1,135.281.17 38.864,718.83 40,000,600.00  2787,685,257.99
07312010 997,635.29 99763529 28268289328
08/3172010 1.001,168.58 -1,001,168.58 283,684,061 86
0%/3072010 1,004,714,3% 43,993.285.61 45,000,000.00 239 688,776.25
134312630 848,897.75 -848.897.75 240.537.674.00
1143012010 351,904 .26 -851,904.26 241,389,578.26
1213172010 454,921 42 49,145,078 58 50,000,000.00 192.244,499.68
01/31/201 1 6R0 86594 -680.865.94 192,925,165.62
02/28/2011 683,277 .34 -GR3,277 .34 193,608,642.96
#3/317201% 685,697 28 54,314,302 72 55,000,000.00 139,294,340.24
N4:302011 493,334 .12 -493,334 12 139,787,674 .36
85312011 495,081.15 -495.081 35 140,282,755.7]
(6/302011 496,834.76 59,503,165.24 60,000,000.00 80,779,5%047
0773172011 286,094 38 -286,094 38 81,065,684.85
08312011 287,107.63 -287,107.63 81,352,792.48
09/307201] 288,124 47 64,711.875.53 65,000,000.00 16,640,916.95
10/31/2011] 58,936.58 -58,936.58 16,629,853.53
11/3072011 59,145.31 -39,145.3] 16,758,998.84
1243172011 §9,354.79 16,758,998.84 [6,818,353.43

432,677.929.34

312,140,424.29

432,677,929.34

464,818,353.63

Average Life {years):
Yietd To Receipt Date

Arbitrage Yield:

Valee of Negative Arbitrage:

F7491
4.2844625%
4.3092670%
175,876.33




CAPITALITIZED INTEREST

Uiniversity of Chicago Medical Center
Scries 2009 - Wrapped
100bps Insurance
14hps Liquidity, 8bps Remarketing
1.25% CCI
$325MM Swap Etfective 8.9.2011, Fixed Rate Yiclds as of 10.19.07
$325MM insured VRDDs w Liq. & $175MM Insured Fixed Rate Bonds

Interest Scheduled

Dale Deposit @4.25% Principal Draws Ralance
02/28/3009 55,934.612.6) 191,026.69 -191,026.6% 56,125,619.32
0343182009 193.378.61 1,602,.871.38 1,796,249 .99 54.522,767.94
04/3072009 187,359.7% 1,489,723.54 [,677.083.33 53,033,044 .40
053112009 182.083.68 1,494,999.65 1.677.083.33 51.538,044.75
06/3072009 176,788.82 1,679,044 44 1,855,833 .33 49.,859,000.31
07431722009 170.842.28 1,506,245.05 1,677,083.33 48,352,759.26
G8&/11/2009 165,507.67 1,511,575.66 1.677,083.33 46,841,183.60
09102009 160,154.18 1,695,679.15 1,855.833.33 45,145,504.45
10/31/2009 154, 148.65 1,522,934.68 1,677.083.33 43,622 569.77
1173072009 148,754.52 1,528,328.4] 1,677,083.33 42,094,241.36
127312009 i43,342.09 1,712,491.24 1,855,833.33 40,381,750.12
ol1i312010 137,277.02 1.539,806.31 1,677,083.33 38,541,943 81
02/28/2010 131,837.68 1,545,245.65 1,677,083.33 37.296.6%98.16
03/31:2010 126.692.77 1,729,140.56 1.855,833.33 35,567.557.60
0473042010 120,226.75 1,556,856.58 1.677,083,33 34,000,701.02
05/31/2010 114,712.88 [,562,370.45 1,622,083.33 12,448.330.57
0643142010 109,179.49 1,746,653 84 1,855.833.33 30,701.676.73
074317010 102,993.42 i,574,089.91 1,677,083.33 29,127,586 .82
DR/ t2000 97,418.52 [,.579,664.51 1,677,083.33 27,547.922.01
09302010 91,823.88 1,764,009.45 1,855,811.33 25,783.912.56
103172610 85.576.34 1,591,506.99 1,677,083.33 24,192.405.57
11302010 79,939.76 [,547,143.57 1,677,083.33 22,595.262.00
123172010 74,283.21 1,781,550.12 '.855,831.33 20,812,711 8%
01312011 67.973.55 1,609,108 78 1,677,083.33 19,204,602.10
022872011 62,288.76 1.614,794.57 1,677,083.33 17,589,807.53
037312011 56,897.54 1.798.935.79 1,855,813 33 15,790,871.74
04/302011 50,184.32 1,626,898 .01 1,677,0831.33 14,163,972.73
B5/3172011 4442239 1,632,660.94 1,677,083.33 12,531,311.79
46/30/2011 38,640.0% 1.817,191.28 1,855,833.32 10,714,118.51
0743112011 3220416 1,644 879.17 1,677,083.32 %.069,239.14
084312011 26,378.54 1,650,704 79 1,677,083.33 7.418,534.55
0943072011 20,267.11 1,913,024.56 1,933.291.67 5,505,509.99
1043172001 13,395.38 1,769,312.95 1,782,708.33 3,736,197.04
1173072011 7.129.07 1,775,579.26 1,782,708.33 1,.960,617.78
1273172011 840.55 1,960,617.78 1,961,458.33

55.934,012.63

3.565.970.59

55,934.612.63

59.500,583.22

Average Life {yearsy

Yicld To Receipt Date
Arbitrege Yield:
Value of Negative Arbitruge:

1.4998
4.2883432%
4.3082670%
16,520 95

RYe)|
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SECTION XXV. REVIEW CRITERIA RELATING TO ECONOMIC FEASIBILITY
This section is applicable to all projects subject to Parl 1120,
A, Criterion 1120.310.a, Reasonableness of Financing Arrangcments
[s the project classitied as a category B project? Yes  No If no is indicated this criterion is not applicable.
[f yes is indicated, has proof of a bond rating of "A” o better been provided? Yes ~ No  If yes is indicated
this criterion is not applicable, go to item B, If no is indiated, read the criterion and address the following:

Are all available cash and equivalents being used for project funding prior to borrowing? Yes No

If no is checked, provide a notarized statement signed by two autharized representatives of the applicant entity (in
the case of a corporation, one must be a member of the board of directors) that atiests to the following:

[. aportion or all of the cash and equivalents must be refained in the balance sheet assct accounts in order
that the current ratio does not fall below 2.0 times; or

2. borrowing is less costly that the liquidation of existing investments and the existing investments being
retained may be converied to cash or used to retire debt within a 60 day period.

APPEND DOCUMENTATION AS ATTACHMENT ECON-1 AFTER THE LAST PAGE OF THIS SECTION.

B. Criterion 1120.310.b, Conditions of Debt Financing

Read the criterion and provide a notarized statement signed by two authorized representatives of the applicant entity
(in the case of a corporation, une must be a member of the board of directors) that attests to the following as
applicable;

1. The sclected form of debt financing the project will be at the lowest net cost available or if a more costly
form of financing is selected, that form is more advantageous due to such terms as prepayment privileges,
no required mortgage, access to additional debt, term (years) financing costs, and other factors;

2. Allor part of the project involves the leasing of equipment or facilities and thc cxpenses incurred with
such leasing are less cnstly than constructing a new facility or purchasing new equipment.

APPEND DOCUMENTATION AS ATTACHMENT ECON-2 AFTER THE LAST PAGE OF THIS SECTION.
C. Criterion 1120.310.c, Reasonableness of Project and related Costs
Read the criterion and provide the following:

i. ldentify each department or area impacted by the proposed project and provide a cost and square footage
allocation of new construction and/or modemization using the following format (inserl afier this page).

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A B C D E F G H
Depariment Towal Cost
{list belaw) Cost/Square Foot Ciross 3q. Ft. Gross Sq. FL Const. 3 | Mod § | (G+H)
New Mod. New Cire. * Mod. Cirg, * (AxC) | (BxE)

Contingency

TOTALS

*Inciude the percentage (%) of space for airculation
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2. For each piece of major medical equipment included in the propnscd project, the applicant must cestify
one of the following:

a. that the lowest net cost available has been selected; or

b. that the choice of higher cost equipment is justified due to such factors as, but not limited to,
maintcnance agrecments, options to purchase, or greater diagnostic or therapeutic capabilities.

APPEND DOCUMENTATION AS ATTACHMENT ECQON-3 AFTER THE LAST PAGE QOF THIS SECTION.

3. List the items and costs included in prepianning, site survey, site preparation, off-site work, consulting,
and other costs to be capitalized. If any project line item component includes costs attributable to
extraordinary or unusual circumstances, explain the circumstances and provide the associated dollar
amount. When fair market value has been provided for any component of project costs, submit
documentation of the value in accordance with the requirements of Part 1190.40,

APPEND DOCUMENTATION AS ATTACHMENT ECON-4 AFTER THE LAST PAGE OF THIS SECTION.

D. Criterion 1120.310.d, Projected Qperating Costs

Read the criterion and provide in the space below the Tacility's projected dircct annual operating costs (in current
dollars per equivalent patient day or unit of service, as applicable) for the first full year of operating after
project completion ar for the first full fiscal year when the project achieves or exceeds target utilization pursuant
t0 77 11l Adm. Code 1100}, whichever is later. If the project invalves a new category of service, alsa provide the
anuual operating costs for the service. Direct costs are the fuly allocated costs of salaries, benefits, and supplies.
Indicate the year for which the projected operating costs are provided.

Sce Attachment ECON - 5 for projected operating costs after project completion.

Criterion 1120,310.¢, Total Effect of the Project on Capital Cosls

Is the project classified as a category B project? Yes No . 1fno is indicated, go to item F. If ycs is indicated,
provide in the space below the facility's total projected annual capital costs as defined in Part 1120.130.f (in
current dollars per equivalent patient day) for the first full fiscal year after project completion or for

the first full fiscal year when the project achieves or exceeds target utilization pursuant to 77 I1l. Adm. Code 1100,
whichever is Jater. Indicate the year for which the projceted capital costs are provided.

2015 depreciation $70,302,295
2015 interest 28,764,633
2015 total cap. cost  §99,065,918

2015 equivalent days 611,633 (based on ratio of OP/IP Revenue of 0,6788)
2015 capital eost/fequiv, days = $162
Criterion 1120.310.f, Non-patient Related Services

Is the project classified as a category B project and involve non-patient-related services? Yes  No If no is
indicated, this criterion is not applicable. Ifyes is indicated, read the criterion and document that the project will
be self-supporting and not result in increased charges to patients/residents or that increased charges are justified
based upon such factors as, but not limited to, 2 cost benefit or other analysis that demonstrates the project will
improve the faciliry's viability.

See Attachement ECON -5

APPEND DOCUMENTATION AS ATTACHMENT ECON-5 AFTER THE LAST PAGE OF THIS SECTION.
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THE UNIVERSITY QF

aCHICAGO

@5‘ MEDICAL CENTER

December 3, 2007

Ilinois Health Facilities Planning Board
525 West Jefferson Sireet, 2nd Floor
Springfield, llinois 62761

In Re: XX V. A. Reasonableness of Financing Arrangements
New Hospital Pavilion

We propose to borrow $500 million of the $786 million cost of this project. The remainder 1s financed
by cash earned from operations and charitable donations. Borrowing at an average rate of interest of
4.6 pereent is less costly than the earnings we would forego by sclling investments. In FY05 our

: investment yield was 10.8 percent, FY06 was 8.1 percent, and in FY07 was 17.0 percent. We expect

i this differential to hold in the future. In the event that investments must be liquidated to meet debt
obligations, a sufficient amount to do so can be liquidated within a 60 day period.

We the undersigned are officers of the University of Chicago Medical Center, the applicant.

Suategy Officer

Sincerely,

David §. Hefner
President

Lawrence J. J
Chief Finaptial

quFlClAL SEAL“

ASSAMNDAA COLE
NO?.-’-\RY PUELIC, STATE OF 1IN0

FIRES 8/3/2009
MY COMMI}E@? EXF /

"OFFICIAL SEAL’
CASSANDRA GCOLE
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMBAISSION EKPtRE}E{?,’ZOOQ

Oy > f6 07

ATTACHMENT ECON-1
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THE UNIVERSITY OF

CHICAGO

MEDICAL CENTER

December 3, 2007

[llinois Health Facilities Planning Board
525 West Jefferson Street, 2nd Floor
Springfield, Hlinois 62761

In Re: XX V. B. Conditions of Debt Financing
New Hospital Pavilion

The proposed method of debt financing for the New Hospital Pavilion is the lowest cost method
availablc. We estimate the cost of the tax-exempt bond issue is 4.3 percent per year. Our cash
reserves have averaged an investmenl return of 12.0 percent the past three years, so [inancing from
cash reserves is significantly more cosltly.

We the undersigned are officers of the University of Chicago Medical Center, the applicant.

Sincerely,

(I?AQS Hefner E;;
President

"OFF!CIAL SEAL"
CASSANDRA COLE
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES 8/3/2009

“OFFICIAL SEAL"

CASSANIIRS COLE
NOTARY PUBL.C, STATE OF ILLINOIS
1Y COMMISSION EXP.RES 8/3/2009

[ ‘0(0'? !a_( {07

ATTACHMENT ECON-2
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SECTION XXV. ECONOMIC FEASIBILITY
C.]. Reasonableness of Project Costs

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

Depariment A B C D E F G H Total
{lis1 helow) Cost/Sg. Foot Cross Sg. Tt Gross Sq. 1. Const. § Mod. § Costs
New Mod. New Circ. Mod Circ. (AxC) (R x E) {G+H)
Reviewalrle;
Med/Surg Acule Care $350.48 141,552 32% 49.611,812 549,611,812
ICU 414,52 49,173 12% 200,383,395 20,383,3U5
Surgery 430162 61,389 29% 26,434,934 26,434,934
Preparation/Recovery 454.92 37.038 29% 18,330,921 18,330,921
Anatamic Pathology Lab 543,32 8,254 34% 4,484,400 4 484,460
Central Sterile Processing 326,40 9,296 38% 3,034,124 3,034, 124
Radinlopy 422.98 36,422 42% 15,405,717 15,405,717
Gl Progedures 422,98 13,839 42% 5,853,425 5.853.425
Pharmacy 318.76 11,602 46% 3,698,355 3,698,155
Ruspiratory Therapy 300.58 1,959 32% 588,882 588,842
Clinical Support 286.45 16,069 32% 4,602,877 4,602,877
Contingency 39.43 ¢ 37% 15,242 890 15,242,890
Reviewahle Tatal $433.72 186,593 167,671,792 $167,671,792
Non-reviewable:
Family and Stafi Support $286.45 189,351 33% 54,152,794 $54,152,794
Support Services 286.45 85,955 34% 24,621,354 24,621,354
Mechanical/Elcctrical/Piumbi 543.65 326,805 25% 177,666,002 177,666,002
Bl'iﬂgcsﬂ'unncls 322.61 7,726 38% 2,492 483 2,492,443
Fulure Development 106.13 198,478 34% 21,064,091 21,064,091
Contingency 34.65 0 I7% 27,999,672 27,999,672
Non-reviewable Total 286.45 808,014 307,996,396 307,996.396
TOTALS $398.18 1,194,607 475,668,188 475,668.188

ATTACHMENT ECON-3




SECTION XXV. C. Reasonableness of project Costs — Comparison to State Standard

The projected construction cost is $434 per square foot, exceeding the non-weighted
State norm of $379. The State norm is understated in several regards. In recent months,
the State Agency does not appear to have been using project weighting factors, which
assign cost weighting according to the projeet components. Arcas that are complex and
costly to construct receive weightings such as 1.32 for Surgery and 1.30 for Radiology,
while less costly areas receive lesser weights, i.e. 0.88 for offices. These factors have
been employed by the State Agency for most of its 33 ycar history and our experience is
that they produce reasonably accurate cost estimates in large projects with many
~ departments. The weighting factors, when applied to the reviewable portions of the
project produce an overall cost factor of 1.2164 as shown in the table that follows.
Applying this factor to the State norm produces a weighted cost amount of $458. Thisis
higher than our estimated $434.

Another factor that should be examined is expected construction cost inflation. The State
Agency uses 3 percent per year. Experience over the past three years and expectations
for the next several years suggest that 3 percent is much too low. Our construction
manager, Gilbane/O’Neill studied construction inflation in Chicago, examining indices
and forecasts from several sources. The Tumer Construction Cost Index showed
increases of 9.5 percent in 2005, 10.6 percent in 2006, and an annual increase of 7.7 per
cent through the third quarter of 2007. The ENR-BCI Index reports 6.2 percent for
Chicago, nearly twice their 20 city average of 3.2 percent. RSMeans CCl indicates
annualized cost growth of 7.2 percent. AGC Construction Inflation Alert (report included
in this section) discusses the fact that while the CPI might stay in the 1.5 10 3 percent
range, rising costs of construction inputs such as oil indicate that a 6 10 8 percent price
growth is likely in 2008. Reed Construction Data forecasts a 5 to 7 percent increase for
2008. Gilbane/Q Neill assesses these forecasts and based on their sense of the local
market, expects 8 percent inflation in Chicago construction costs each of the next few
years. 1f 8 percent is used to caleulate the State norm rather than 3 percent, it becomes
$440, which is greater than our expected cost.
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SECTION XXV.C. Reasonableness of Project Costs - Comparison to State Standard

Cast Weighting of Reviewable Departments

Revicwable Department
Med/Surg Acute Care
ICU
Surgery
Preparation/Recovery
Anatomnic Pathology Lab
Central Sterile Processing
Radiology
G Procedures
Pliarmacy
Respiratery Therapy
Clinical Support

Contingency
Construction Tatal

Cost

GSF  Factor
141,552 1.0738
49173 1.27¢0
61,389 1.3193
37,038 1.51a3
B,254 . 6646
G266 1.Q000
36,422 1.2959
13,839 1,295%
11,602 0.9766
1,859  0.9209
16,069 0.8776
386,593 1.2080

Comparison of Project $/sf with State Norm

Statc Norm $/gsf

R.S. Means 3rd Quartile
Chicago Adjusiment
Component weighting
Inflation to midpoint
State Standard $/gsf
With component witg,
Project Cost /psf
Construction
Contingency

Total Construction
Project gsf

Constr. Cost/gsf

%345
above

1.2080 Not being used recently,
1.098 From 3/07 to 5/10 at 3%/yr.

3379
5458

$152,428,902

15,242,890

$167,671,792
386,593
$434

GSFx
Factor
151,998
62,450
80,990
36,161
13,739
9,296
47,199
17,933
10,331
1,804
14,102

309

ire%
1.203
415

Constr.

Cost
$49,611,812
20,383,395
26,434,934
18,330,921
4,484 460
3,034,124
15,405,717
5,853,423
3,698,355
588,882

0 4,602,877
152,428,902
15,242,390
$167,671,792

If 8%
1.276
$440
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Construction Cost Escalation Summary

In the Chicago market we have experienced escalation in the 8 percent range for lhe prior twelve
months, Going forward, we anticipate a similar level of increase based on strength in commodity
prices, increasing labor costs and overall geowth of the nan-residential market sector.

Malerial costs have been experiencing a decreasing rate of escalation recently. However, thers
is speculation that recent interest rate cuts could ignile demand and lead {o increased material
prices. Additionally, the weakness of the US dollar {ranslates into additional upward irending of
cost componants, Note in particutar the staternent by AGC (October 2007 inflation Alert} that CPI
figures may lag actual experienced construction costs by 5 percent and the potential detrimental
position of {nose that rety upan CPI for projecting future costs..

We hava includad a synopsis of varous cost tracking indexes below. Each reflects a variation
based on how the data is collected and inlerpretad. It is interesting 1o note which indexes are
tracking actual costs, such as the Turner Cost Index, versus using consiruction inputs to make
estimations as {o market valuation. The indexes generally validate a 6 ~ 8 percent escalation
range in the prior twelve months from the data date.

Turner Construction Cost Index

The Turner Canstruction Cost Index shows growth of 10.6% far 2008 followed 9.5% for 2005,
The 3™ Quarter 2007 year-over-year growth indicates 7.7%

The Turner Cost tndex pravides an indication of ihe bidding environment reflecting the markat for
which the University of Chicago New Healthcare Pavilion is categorized which is generally larger
private and public projects and limited residential influence,

hito:iwww. turnerconstruction. com/corparate/content. asp?d=20

The ENR-BCI Index

The ENR-BCI Index indicates annualized cost growth of 6.2% as of their Seplember 2007
reporting for Chicago. Note that the Chicago market is almost twice that of the 20 city average of
3.2%.

The EMR 20 city average s lypically less than what we have actually experienced in the
commercial market locally since it contains no factors fur exterior enclosure, glass, masonry, site
work and particularly mechanical and eleclrical systems. MEP alone can represent over 40% of
the construction cost.

RSMeans Construction Cost Index (CC1) U.S. 30-City Average — October 2006
The RSMaans CCl indicates an annualized cost growth of 7.2%

AGC Construction Infiation Alert - October 2007

The October 2007 AGC Construction Inflation Aler! states tha following:

“Overall PPI for construction inputs may continue to rise faster than the CFl on a year-over-year
basls. The CP) appears likely to stay in the 1.5 ~ 3 percents growth range that has characterized

most of the past several years. But several construction inputs experienced steep drops in the
second half of 2006 that may not be repeated in fate 2007. For instance, the price of diesei fuel

Paga iof2
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Construction Cost Escalation Summary

would have to fall to 55 cents per gallon by January 2008 to match the January 2007 level. Such
a sudden decling is possible but unlikely when crude il prices have recently been setting recods
highs."

“The PP! for construction inputs could well increase 6 — 8 percent per year in 2008 = 12 as it did
in 2004, 2005 and 2008. The CPl is likely to remain in the 1 - 3 percent range, so any
construction budgel projectian thal relies on the CPl will rapidly fall short of actual costs”

Reed Construction Cost Data - Construction Materials Prices January 25, 2007
(Constructian Materials Prices Update)

Expect a buyers’ markat far most materials, at least through the winter, when materials demand
will be restrained by the tail-end of a period of inventory reduction and further small demand cuts
by homebuilders. Inflation resumes later in the year. Reed Construction Data (RCD} ferecasts a
5% to 7% annual inflation pace late in 2007 and through 2008.

http:iAwww buildingteamforacast com/articie/C AB4 10004. htrmi ?industryid=43720

Construction Spending Forecast

2007 spending totai had been predicted 1o increase only up 2%; however this is a blended figure
with residential construction spending down 10% and non residential spending up 12%. Even
with the worst housing slump in 16 years, total construction activity is still increasing due to non
residential activity.

Reed Construction Data — January 25, 2007 - Construction Starts

2008 results indicate the Midwest construction starts at 25% growth year over year with the
Norlheast a distant second at 12%.

This trend appears to have had a significant impact on the strength of labor cost increases in the
Chicago market. Increases for local commercial fabor are currently negotiated in the 4.5 - 5
percent range annuaily and agreements are from two o five years. Labor expenditures are
generally 40 — 45 percent of the tolal construction cost.

In addition to productivity losses that stem fram tight labor availabitity, [abor wage cost is being
supplemented in some cases with added bonuses to atiract and keep skilled labor. This escalates
the project labor costs beyond that seen in labor agreement increases reported above.,

Summary

Based on supporting data sources referenced we believe it is responsible and reasonable to
forecast 8% escalation for prospective labor and material cost increases on major non-residential
construction projects in the inslifutional market for urban settings.

Page 2 of 2
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“Construction costs
continue to be driven hy the
increasing fevel of actlvity in
the non-residential building
sector and a lack of available
skilled labor to deliver
projects. Afthough drywall
prices have turned down,
structural steel, copper and
petraleum hased products
are on the upswing again,
Manufacturers and suppliers
are also passing along
increased transportation
costs in their pricing 2004 2008
structures.”

Karl F. Almstead
Vice President

Turner's Building Cost
Index is determined by

DDDDDDi

* TURNER BUILDING COST INDEX

PN the f . 2nd Quarter 2007 19
© following factors 1st Quarter 2007 1.6
ﬂ Eﬁ . considered an a Q
Z ratlonwide basis: labor 4th Quarter 2005 <1
rates and productivity, 3rd Quarter 2008 1.8
material prices and the
compcetitive condition of
the matketplace. Year Average Index A%
2006 793 10.6
2005 717 95
2004 655 5.4
2003 621 0.3
2002 619 1.0
2001 613 3.0
2000 595 4.4
1999 570 3.8
19938 549 4.6
1997 525 4.0
1996 505 2.6

pisase vish:

Florida international University Lakeview Housing, Mlami, FL  This site links to cost indlces since the first quarter of 2000.

Building the Future

3/2

www.tirnerconstruction.com/¢ostindex

To find this index and lts accompanying prass ralease online
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October 2007

Construction Costs: End of the Calm Is Coming Soen

Nonresidential construction has had a hanneryear so farin 2007 Spending
on nearly every segment has increased compared to 2006, despite the
plunge in hamebuilding. Meanwhile, the materials cost surges that
plagued the industry in 2004-2006 have slowed dramatically, and labor
remains available in mosl markets.

Unfortunately, many observers expect that the end of the calim is coming
soon. The worsening slide in homebuilding and turmoil in the credit
markeis threaten some types of nonresidential construction. At the same
time, some matarials costs are beginning to turn up again, and labor ¢os15
have started to accelerate.

This repori analyzes the most pertinent data to answer gquestions about
supplies of labor, materials and capital such as: will the Federal Reserve’s
half-point cut in interast rate targeis help keep nanragidential construction
going? Or was the move too fate, or irrelevant? Are construction costs
petting back to "normal”? Or is the recent slowdown in materials price
increases only 8 pause before escalation resumes? Wili the recent run-up
in construction wages coniinue? Or will a slowing economy bring down
labor costs?

For the first time, this report shows the cumulative price change since
December 2003 and trends in construction wages. Also new to this report
is a sampling of comments an credit market turmoil. Finally, the repon
examines the trends in construction activity, materials and labor costs
over the past several years as well as the record 5o far in 2007 to draw
conclusions abaut what contractors and owners should expectin 2008 and
beyond. The report ralies on publicly available data to give conlractors,
owners, budget plarners, media and others an independent basis for
znderstanding what has happened and will happen next.

Summary

The strong growth of nonresidential construction in 2006 and 2007 has
been obscured by the steep falboff in residential work. Nonresidential
canstruction recovered more slowly than many sectors after the business

3/3
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“We have experianced

a sfowdown in our

husiness and praject

Starts in general due 1o

financing. The devel-

DREFS Jr@ ARCOUNErIY

' “diftiguities in abtaining

financing even when
they have appropriate
sales.”

~tleap foundation
contractor, Miami, FL
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slump of 2000-2001. But in 2006, nonresidential spending jumped 12 percent from
2005. In the first eight months of 2007, nonresidential spending climbed another 14
percent compared to the same period of 2006. Meanwhile, spending on residential
construction has tumbled since early 2006, with no letup in sight.

The housing meitdown and the more recent credit market turmoil do have some
spillover effects an nonresidential construction. Ratail, suburban office and local
government construction are especially affected by the drop in homebuilding, home
sales, and property values, respectively. Tighter lending standards and financial-firm
layoffs will trim construction of offices and other income-producing properties, such as
hotels and warehouses,

The Fed's cuts in short-term lending rates and encouragement to banks to borrow
through the Fed's "discount window” appear to have restored the flow of some
commercial lending. That may help some home buyers and commercial developers,
But the moave also raises the risk of greater inflation and, especially, higher prices
for petroleum products and imported materials. The net impact on nonresidential
construction is unclear,

After years of minimal cost increases, prices of many construction materials skyrocketed
from 2004 to mid-2006. Since mid-2006, some input prices have moderated, while others
have fallen. But the cumulative increase in the producer price index {PPi} for construction
inputs since December 2003 {28 percent through August 2007} remains more than
doubie the 13 percent increase in the most common measure of overall inflation, the
consumer price index (CPI} for all urban consumers, Labor costs, in contrast, have risen
at sirnilar rates for construction and for the private sector as a whole,

The cumulative difference matters because the estimates for many projects now being
bid, especially public facilities, were prepared in 2003-2005 under the assumption
that construction costs would escalate at the same rate as the CPL That divergence
explains why some projects are being canceled, delayed or redesigned.

In the next several months, the PPl for construction inputs, which covers items used
up in censtruction such as diesel fuel as well as materials that go into a project, is
expected to accelerate to a 3-5 percent annual rate of increase from the recent 1.5-
3 percent range. By the end of 2008, and indefinitely thereafter, construction input
costs are likely to be rising at 6-8 percent, Laber cost increases couid top 5 percent
by the end of 2007 and 5-6 percent in subsequent years.

Construction Spending

Recent History

In 2006, construction spending as reported by the Cansus Burzau (www.census.gov/
constructionspending) set a record of $1.18 trillion, up 5 percent from 2005, Private
residential construction was unchanged afier 10 straight years of strong growth. Private

Tio Assaciated Genteal Contraciors of Amenica | 2300 Wilkon Blvd, | Arlinglen, YA D wnsnaage . org
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nonresidential construction, which fell from 2000 1o 2003, surged 15 percent, and public

conslruction rose 9 percent.

Construction Spending by Seqment, 2006 and Avugust 2007 Nonresidential Construction Spending by Segmeni, 2006
Seqment. 2806 807 and Change, January-August 2007
Total $1.19.1ril. S1.17 tril.
H 0,
% of total 100% 100% Scqment TR o et
Private residential 54% 45%
ew simgie-unit 35 26 Edueational 86 H +14
New mudti-unit 4 4 Commercial 76 14 +15
Improvemeants 14 15 Highway & streat 12 13 +5
Private nonresidential 25 30 Cffice 55 0 +21
Public 21 25 Healthcara 40 7 +15
Power kL] ? +72
Nota: Datail may not add Lo 100% dus 1o rounding. Manutacturing L) § +6
Auguisi 2007 tota! is seasanaily adjusted al annual rats. Teansportation 27 5 o
Sourca: U.5. Census Bureau Sewage & waste dispesal 21 a +6
Commurication 21 4 +20
Amgsement & reereation 18 k] +9
Lodging 18 k] B4
The market has shified radicaliy during 2007 {SeeTable 1.] Water supply 15 3 +6
Although total spending felt only 2 percent from 2006 (full Puhiic safety 8 1 +27
yzar total) 1o August 2007 (seasonally adjusted monthly Religious & 1 -2
total, expressed at an annual rate), the share represented Conservation & develop. 5 1 +
by single-unit construction plunged from 35 percent of Total 545 100% +16%
the tota! 1o 26 parcent. New multi-unit constructian and
improvements to existing single- and muiti-unit residentiat Note: Datails may not add te totals due to rounding, 2006-2007 change is
, . \ \ for Janpary-August.
structures remained nearly consiant, while nonresidentiat Source: U.S. Census Buraay
construction continued to grow rapidiy,

So far in 2007 nearly avery category af nonresidential

consiruction has risen, many at double-dig:i rates.

{SeeTable 2.} Some segments are still rebounding

from the long slowdown earlier in the decade {todging, power, manufacturing}.
Others are growing in response to changing technological, demographic and other
markeat faciors {healthcare, education, communication).

The plunge in homebuilding and home sales and the deceleration or drop in residential
propery values have had limited effects to date on nanresidential construction. With
the development of fewer subdivisions, there has been a slowdown in related retait
(convenience stores, neighborhood shopping centers), office {real estate agents and
rmortgage hrokers), religious and public construction {schools, playgrounds, straets,
waler and sewer}. The slump has slso led retatlers that self homebuilding, yard and
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“am beginning to

see the turmoil in the
financial inarkets have
an effect en infant
projects, and my view
of this is financing for
certain profocis is

in yoestion.”

- ait conditioning
conracror;
Colarada

garden supplies and furniture and furnishings to trim construction. But the bulk
of retail construction has been driven by rising personal in¢omes and continuing

low unemployment.

Recent turmoil in credit markets aiso has had relatively lintle effect on nonresidential
construction, according to contractors reporting to AGC or to the Federal Reserve's
“Beige Book” surveys conducted in July and late August. However, some developers
have reported that it has become much harder te secure financing for income-producing
properties, such as retail, warshauses, hotsls, apariments and mixed-use projects.

The Dutlook

The moves by the Federal Reserve to lower shart-term intarest rate targels and cncourage
banks to borrow from its “discount window" will enable more families to buy or hang anto
houses. In addition, companies wiil have more access o credit, But lending standards are
likely to remain tighter than before the turmoi! began. in addition, the lowering of U.S.
interest rates may depress the dollar further, making imports such as petroleum products
more expensive and possibly pushing up inflation rates. Thus, itis not clear that the Fed's

actions will atd construction.

Currently, it appears that segments of nonresidential construction that are relatively
insulated from short-term interast rates or changing Joan standards, such as power,
communications. hospitals and same public construction, wili continue 1o expand
rapidly through 2008. income-producing properties will slow sharply as current projects
are completed, Highway construction also is likely ta slow, as federal and state highway
funds become depletzd by a cambination of high materials costs and sluggish grawth of
gas tax receipts.

Materials Costs

Recent history

Construction materials costs, like consumer prices, were relatively siable during the
business slowdown of 2000-2001 and the early years of recovary. The CPt for ail urban
consumers {posted manthly by the Bureau of Labor Statistics at www.blis.gov/cpi) went
up about 2 percent per year in 2001 through 2003. The PPl {posted monthly at www.bls.
gov/ppil for inputs to construction industries, comprising materials that go into finished
structures and also those consumed in construction (principally diesel fuel} declined 0.9
percent in the 12 manths through December 2001, then rose 0.7 percent in 2002 and 3
percent in 2003. Nearly every major construction input had at lcast one year in which
prices declined in that three-year period.

But since December 2003, the PPl for inpuls to construction industries has far autriin both

The Associated General Contraclurs ot Amarica | 2300 Wiisen Bld. 1 Arlinglon, VA | wwae gy c.ong
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the broader, more familiar PP for finished goods and the CPl for all urban consumers
{CPI-U}. {See Chart 1, page 6.}

A combination of steadily rising gross domestic product {GDP) in the United Siates,
an upiurit in both residential and nonresidential construction, and demand from fast-
growing economigs such as China and India led to sharp price escalation for numerous
construction inpuis in 2004, From December 2003 to Oecember 2004 there wearg increases
of 20-49 percent in the PPl for steel mill products, diesel fuel. copper and brass mill
shapes and gypsum products. The overall PPI for construction inputs jumped 9.1 percent.
compared to a 3.3-percent rise in the CPI.

Some of these prices subsided in 2005 but the damage to oil and ges production facilities
caused by Hurricanes Katrina and Rita produced gven larger increases in the cost of
diesel fuel, asphalt and plastic construction producis. High energy and transponation
costs, in turn, pushed up the price of energy-intensive and imported materials, inciuding
camem and copper ore. Fram December 2004 to December 2005, there were increases of
10-47 percent for diesel fuel, copper and brass mill shapes, plastic construction products,
gypsum products, asphalt paving mixtures and blocks, and concrete products. The averall
PP for canstruction inputs climbed B.2 percent, vs. 3.4 percent for the CPL

In 2006, prices continued rising for saveral months but peaked in the late spring or garly
surmmer, For instance, the futures price for copper on the Comex division of the New
York Mercantile Exchange more than doubled, from $1.90 per pound in Dacember 2005
to $4 per pound in May 2006, before retreating stecply over the next eight months. Retait
diesel prices rose 1o a rneae-record $3.06 per gallon in mid-August 2006, according to a
weekly survey of truckstops posted by the Energy Information Administration {(www.eia.
doe.gov/mogas}, before tumbling to 52.41 per gatlon by January 2007 For the 12 manths
anding in December 2006, the PP for inpuls to construction rose 4.6 percent, less than in
the previous two years but again outpacing the CPI, which climbed just 2.5 percent.

Construction input prices have been mixed so far in 2007 but generally have varied less
in both directions than in the previous three years. Large price increases for iron and steel
scrap pushed up the price of structural steal, which is made almost entirely from scrap, in
the first four months of the year, but those prices levelzd off by mid-year. An enormous
jump in nickel prices, along with higher steed prices, sent stainless steel soaring in the
first half of the year before retreating somewhat in the surnmer. Retail diesel prices rose
more than 40 cents per gallon but remained slightly lower than yesr-ago prices during
the first eight months of 2007 The PPl for gypsum products peaked in July 2006 but
fumbled 20 percent in the sulbseguent 12 months under the combined weight of new
plant openings and a dive in demand from residential construction. As a result of these
more moderate —or negative—mavements, the PPl for construction inputs wiis up 1.8
percent from August 2006 1o August 2007, even less than the 2.6 percent rise in the CPI.
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Cumulative Change in Consumer,
Producer & Construction Prices
(AN PPIs = 100 in 12/03)
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Cumulative change

Despite the recent narrowing in construction materials
and consumer price changes, the cumulative change in
the ¢construction PP since Dacember 2003 — 28 percent—
dramatically exceeds the 13 percent change in the CPI
over that span, as Chart 1 shows, The disparity is even
greater for some types of construction, depending on
ihe predominant inputs. |See Chart 2.}

The PPIfor highway and street construction inputs soared
43 percent from December 2003 through August 2007;
the index for “other heavy construction” 36 percent
Both of thase types rely mara than building construction
does on dicsel fuel, steel, concrete and=in the case of
highways—asphalt. All four of those indexes rose more
rapidly than the owverall construction inputs PPz 140
percent for diesel fuel, Gt percent for steel mill products,
31.5 percent for concrete products, and 49 percent for
asphalt paving mixtures and blocks. (See Chart 3.}

The cumulative change in the PPls for nonresidential
and multi-unit residantial buildings each rose 27 percent
{See Chart 2], white the index for single-unit residential
huildings climbed 22 percent—iess than the increase in
nonbuilding construction but well above the 13 percent
change in the CPl. The building indexes were pulled
up somewhat by the rise in steei, concrete and diesel
prices. In addition, builders experienced above-average
increases in the PPls far copper and brass mill shapes
fused in wiring, plumbing and roofing}l, 168 percent.
gypsum products {wallboard and plaster), 278 percent;
and construction plastic produsts (principally polyvinyl
chloride, or PVC, pipes), 30 percent. Countering these
large increases were the PPls for brick and structural clay
tite, up 20 percent; insulation materials, 11.5 percent; and
lumber and plywood, -3 percent. (See Charts 4 and 5,
pages B and 9, for selected inputs.}

The curnulative ¢hange maners for two reasons. First,
many public agencies use the CPl or a similar index as
the basis for projecting future costs. Jurisdictions that
passed hand issues or adopted multi-year capital budgets
in 2003-200G using the CPl have encountered “sticker
shack” when they opened bids in 2006 or 2007 that reftect
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the reality of construction cost increases since then,
Second, the current slowdown in construction cost
increases may iead owners of projects currently under
design or planning to assume that the 2004-2006 price

Cumulative Change in PPls for Selected
Highway Inputs

run-up was an aberration that has ended, and that a 181l PPIs = 108 in 12/08)

CPI-like projection rate for construction casts will be

appropriate again. Is that assumption valid? ms

Fo ]

Materials Costs vs. Consumer Prices 3

= m

Two factors distinguish construction input costs from gm

the CPL First, construction depends heavily on a Em
relatively fixed set of materials. The choice of matarials E -

te enclose a given space or pave a mile of highway is

g

limited and relatively unresponsive to price changes.
Furnthermorg, many of the materials used by the U.5,

construction industry are in strong demand in China, 12
India and other developing countries. Thuse countries T GPHU ~*~ AsphaltPaving Mixtures & Blocks
—s—  #2Diesel Fuel —4— Concrete Products

aresimultanecusly buildinginfrastructure, industrial
capacity and housing with modern conveniences.
Many of the goods they are producing for their
own new consumer class and for export also add
10 demand for materials needed far construction in
the U.S.

Unfartunately, the supply of some of these inputs
expands erraticaily, at best. An example is copper,
used in construction, copsumer and commercial
electronics, motors, autormobiles and many other
products warldwide. There are relatively few mines
that produce most of the warld’s supply. In 2006,
strikes, labor unrest and political turrmoil kept supplies
from expanding in line with surging demand.

Also, many construction materials  incarporate
relatively litlle processing or “value added” Thus, an
increase in copper ore prices shows up with little delay
ar mitigation in the price of wire, pipe and flashings.

“The 2-3 percent cement increase
implemented mid-swmmer is hurting us, and
the corrugate increase of anpwhera from 8.5-

In contrast, the consumer expenditore “basket” 12 percent which the corrugaiars are trying

is dominated by services and by goods for which
substitutes are often readily available or for which
the cost of the raw mataerials is a minor fraction ot the
consumer price. Even far an input that is important
{o both contractors and consumers, such as oil, there

ta implement by September 20 are deeply
damaging our cost structure.”

~ stone supplier, Colarado

The Associdled Ganara Cootractols o1 Anenns F 2300 Wilsen Bivd. | Arlington, Y& | wwieeage.nrg
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Cumulative Change in PPls for Selected
Building Inputs
{All PPts = 100 in 12/03)

Percent of 12403 Lavel

--e-- CPI-U w»  Gypsum Producty
s+ Plastic Conziruction  —a— Lumber & Plywood
Products
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is big difference in how they are affected. Highway
contractors cannot readily reduce their use of asphalt
or of dicsel fuel to operate earthmoving equipment
and dump trucks when crude-oil price increases make
petraleumn products more expensive. But consumers
do eliminate some discretionary travel, switch to transit
or carpaois, and use more fuel-efficiant vebicles when
rising crude-oil prices push up the cost of gasoline.

Second, construction projects are more sensitive than
consumers 1o the cost of transpartation. Every job site
requires hundreds, if not thousands, of deliveries of
equipment and materiais, plus the hauling away of dirt,
debris and equipment. In addition, the rnaterials tend
10 be heavy or bulky and often relatively low-value, so
that transportation costs are a significant share of the
delivered price.

A recent example is cement, which is mixed with
water and aggregate {sand and crushed stone} 1o
make concrete, In 2004 and 2005, shortages of cement
were reparted in moare than 30 states, as demand
from homebuilders {for foundations and drivewavys),
building and parking-structure contractors, and
highway, water angd sewer projects outran domestic
capacity. The PPl far cement climbed 12 percent in
2005, 10 2006, after a vigorous lobbying campaign led
by AGC, the U.S. and Mexico ended a tongstanding
dispute that had triggered duties of $29 per ton or
more on Mexican cement. {The duty was cut to less
than $4 in April 2006 and is scheduled to be repealed
altogether in Aprit 2008.) Alse in 2006, China maore
thao doubled its ¢cement exports to the U.5, But
high demand for the ships to carry cement [dry
butk carriers, which also carry scrap iron and steel,
copper and nickel are and ather materials) meant that
shipping rates soared. The PPl for cement climbed
another 10.5 percent in 2006, despite more abundant
foreign supplies.

The Outlook

in the next few months, construction iNput ¢Osts may
rermain subdued. The U.5. econemy looks likely to grow
less rapidly than in 2004-2008, lowering tha growth in

Thie Assecinled General Cantractors of America | 2300 Wilson Blvd, D Arhogin, VA Twww.agc.0rg
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demand for materials, fuel and freight transportation
from other sectors. Homebuilding seems mired in a deep
trough that will maintain downward pressure an prices
for lumber and plywood and gypsum products, and will
case demand for other materials used in both residential
and nanresidential construction. Tighter credit standards
on the part of lenders may trim the number of new office,
retoit @and hotel projecis that are started, which will also
help bring supply and demand for construction rnaterials
into haltance.

Meveriheless, the overall PPl for construction inputs
may cantinua to rise faster than the CPl on a year-over-
vear basis. The CPl appears likely to stay in the 1.5-3
percent growlh range that has characterized meost of
the past several years. Bul several construction inputs
experienced steep price drops in the secend half of 2006
that wmay not be repeated in late 2007 For instance, the
price of diesel fuel would have to fall 55 cents per gatlon
hy Jaouary 2008 to maich the January 2007 leve!, Such
a sudden decline is possible hut unlikely at a time when
crude ail prices have recently been setting record highs.
Thus, the PPl for construction inputs appears likely to
continue rising 3-5 percent, year-over-year, by late 2007
and early 2008. In other words, construction input costs
will exceed the CP!, but not dramaticaily.

For tha longer term—1-5 years—construction input
prices are likety to outstrip the CPl by a larger margin. As
homebuilding revives, perhaps beginning in the second
half of 2008, the downward pressure on residential
building materials will end. Continuing expansian
in fast-developing economigs in Asia will put further
demand on raw materials and shipping. But the supply
of those inputs will remain subject ta interruptions and
hotilenecks, causing frequent price spikes, sorme of them
#s steep as the surges that affected stecl. copper, asphalt
and plastics in recent years.

Hence, tha PPl for construction inputs could well increase
6-8 percent per year in 2008-12, as it did in 2004, 2005
and much of 2006. The CPl is likely to remain in the 1.3
percent range, $a any construction budget projection that
relies on the CPUwill rapidly fail shon of actual costs,

Cumulative Change in PPIs for Selected Metal Products
(Al PPis = 100in 12/03)

087

Percemt of 12703 Level

-+~ GPL-U ®— Coppet & Braes Mill Shapes
=+ Steel Mill Producta  —&— Alum!num Mill Shapes

Thn Assocwied Genzral Cantraclors o Amcaica 12300 Wilson Bled, | Adinglon, VA | www.agc.org
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Average Hourly Earnings- Construction Types
inot seasenally adjustad; ail indaxas = 100 in 12/03)
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Labor Inputs

Labor represents roughly half the cost of construction,
although the proportions of fabor and materials vary
from project to project. For several years. nonresidential
cantractors have worried about the shrinking pool of
new entrants into the construction labor market, 3s more
teens head to college and then to office, retail or other
service-sector jobs.

Yet, from 2003 until early 2007, average hourly wages in
construction rose less than in private industry as a whole
(See Char 6}, even though construction employment
rose more rapidly than averall nonfarm  payroll
emplaoyment {See Chart 7). Construction employment
was propelled first by a buoyant homebuilding market
and more recently by strong growth in private and public
nonresidential construction,

Recent job trends

Even as recently as August 2007 nanresidentiai
construction was autpacing the overall economy in job
creation. BLS reported that the combined employment
growth among nonresidential building contractors,
nonresidential specialty trade contractors and heavy
and c¢ivil engineering canstruction from August 2006
to August 2007 was 1.6 percent, vs. 1.3 percent for total
nonfarm payroll emptoyment.

In fact, the BLS estimate may substantially understate
the grawth in nonresidential construction jobs. BLS
reports that ermployment among residential building and
speciaity trade contractors fell 4.5 percent over the same
span. But Census figuras show residential construction
spending fell 16 percent fram August 2006 ta August
2007 while nonresidential construction spending rose 15
percent. Furthermore, homebuilders appeared poised
to cut spending—and presumably emplayment—even
more: building permits, a reliable indicalar of near-term
building ptans, were down 24 percent from August 2006
to August 2007 It is not credible that homebuilders
wolld hald onto 50 many workers with spending down
so much aiready and likely 10 get warse.

The Assnciaterd Ganaal Gontractors of Amanco | 2300 Witson Blvd, | Arlinglon, VA www,guc.org
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The reality isthata large number of “residential” specialty
trade contractors, as their companies were classified
when they entered ths BLS data sample, have turned to
nonresidentiat work. Indeed, general contractors have
reporied a much greater avaitability in once-tight labor

Employment Change-
Total, Res. & Nonres. Construction
{seasonally adjusted: all indaxas = 100 in 12/03)

markets of elactricians, plumbers, wallboard installers
and concrete finishers who formerly had been too busy

with residential projects to bid on commercial work. 120
T 115
Reclassifying 400,000 specially trade contractors from 3
residential 1o nonresidential would produce a drop in E 110
residential ermnployment of 16 percent and an increase E
of nonresidentiat employment of 11 percent, figures that E 105
arc much more consistent with the spending changes E
than are the official totals. 100 :
95 | 1 | S :
Recent wage trends
12/03 12/04 12/05 12/06
Wages laverage hourly earnings) in construction as - <= - Total nonfarm private industry
a whole show divergent paterns when separated into --m— HResidentiel total
segments. {See Chart 6.) Specialty trade contractors’ —e— Total construction
wages have risen lags rapidly than overalt construction —&— Nanresidential total

wages, while wages in nonresidentiail building or heavy
and civil engineering have gone up faster.

But recently, from July 2006 to July 2007, specially wages
rose 4.7 percent, despite the downturn in residential
work. This suggests that the pool of speciaity workers is
getting shatlower and general contractors are increasing
the wages they pay by greater amounts than before in
order to get the workers required. That accords with
what many cantraciors themselves have reported.

Ahlhough thaere were 2.3 million workers classified
as residential specialty trade contractors in August
2007, many of them are not able to do the work that
nonresidential contractors need. There is no counterpart
in single-family construction for tower-crane and other
spacialized huilding-equipment operators, steel erectors
or other crafts required for high-rise or technically
sophisticated projects. In addition, in some parts of the
country, nonresidentizl wark is predominantly unionized,
and there are virtually no union membears to be pulfed

from single-family residential jobs. Also, many

Tor Agsaciglad Ganeral Conhiaciers uf Aregsica | 2200 Wilson Bivd. [ Arlingron, VA | wwwiage.org
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“f am turning down

work in four New
Engiand states right
now thie 1o fack of
skilled {abor.”

- New England

contfractor

workers in single-family construction and remadeling may lack the language
skills, familiarity with nnnresidential methods or documentation required for
nonresidential work sites.

Labor Qutlook

Nenresidential construction spending has not shown any signs of slackening in
recent months. Although measured employment growth (1.5 percent from August
2008 to August 2007} is only slightly faster than for the entire nonfarm gconomy
{1.3 percent), it appears that actuat growth, including workers counted by BLS as
residential, remains vigorous.

Seversl other indicators suggest nonresidential construction witl keep expanding.
BLS figures on architactural and engineering services emnployment increased 2.9
percent from August 2006 to August 2007, much faster than the rate of employment
growth gverall orin nonresidential construction. Generally, architects and engineers
are hired only if an owner plans to do construction, A monthly survey by the
American Institute of Architects of 300 architectural firms has consistently reported
higher billings throughout 2007 for nonresidential practices. And monthly reparls
from Reed Construction Data and MeGraw-Hill Construction {the “Dodge Aeport”)
show a generally rising trend for nonresidential construction.

All of these signals portend a further increase in hiring and an acceleration of wagas
increases beyond the 4.5 percent recorded from August 2006 to August 2007 it is
likely that average hourly earnings in construction will rise at an annual rate of 5-
5.5 percent during the next several months. If residential construction revives in
the second half of 2008, specialty trade workers will be at even more of a premium,
espeeially if there is a crackdown on immigration. [0 that case, wages could rige as
much as b percent annually by the end of 2008.

Putting the Pieces Together

Nonresidential construction so far has shrugged off years of high materials costs, a
steafr downturn in homebuilding, and, most recently, turmeil in credit markeis. At
the moment, it appears the industry will continue to expand in 2008, though most
likety at single-digit rates, not the 14 percent growth in spending that oceurred in
January-Aurgust 2007 compared to January-August 2006,

The Associgied General Consractors of Americs | 2300 Witser Blvd. | Arlinglan, VA | weawage.ocg
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The rate of cost increases for construction inputs slowed from 8-10 percent in 2004
throngh mid-2006 to only 1.8 percent in the 12 months ending in August 2007 But
this slowdown was in comparison 1o record-high prices, for many inputs in the spring
and summer of 2006, The cumulative increase since December 2003 in the PP {or
construction inputs remains mare than double the increase in the CPl, 28 percent vs.
13 percent. Mareover, the price plunge of late 2006 is unlikely to be repeated. Instead,
materials price comparisons in late 2007 and early 2008 prebably will show increases
of 3-5 percent rather than the 1.5-3 percent range for the CF,

Meanwhile, the nonresidential industry has benefited from greater availability of
speciaity trade workers who have lately shifted from residential work. But wages
have begun rising mare steeply for speciaity trade cantractors, suggesting that the
number of workers suttable to switch is close to exhaustion. In the next several
mounths, the rate of waga increases is likely to reach 5-5.5 percent, up from a recent

4.5 percent gain.

Residential construction may start to pick up in the second half of 200B. if so,
the tumble in gypsum and wood praducts prices that has held down the overall
price index for construction materials inputs would end. Berause construction
depends on materials that are In hol demand worldwide and “sticky” supply, and
because transport and fuel costs are an imparant element of the delivered price
of construction materials, renewed grawth in construction during a period of high
worldwide demand could mean construction input prices rise 6-8 percent a year for
several years beginning sn mid-2008.

Labor costs are likely to accelerate further as well if residential building begins to
tiravs back speciaity trade contractors in fate 2008, Construction wages could ga up 5-6
percent aanually for several years beginning in late 2008,

The bottem line: Owners, budget setters and contractots should expeact larger
materials and labor cost increases in 2008 than they have experienced in the past 12
months, Nonresidential construction activity is still likely to grow, as will demand for
construction materials that are used in other industries and athaer countries.

“he Assggagied Generai Contractars af Ameriea | 500 Wolsan Brad, L Arinnlan, WA T wavw age.org
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Table 3: Changes in Consumer, Producer & Construction Prices

BLS Series IO 12 months through December: to Augesi 2007 since:
2001 00 2003 2004 2005 2005 7/67  5/07 B/06 1203

CUURDGONSAD Consumer price indax (CP1-U} 16 Z4 19 33 34 25 02 00 25 128

WPUS0OP3a00 Producer price index [PPI} for finished goods 16 12 40 42 B4 11 14 <12 22 147

WPUSOP2200 PPI for materials and components for 90 08 30 01 B1 43 01 04 15 A1

construgtion

PCUZ36221236221  New warehouse construction nat available before 2005 7.5 &1 03 14 54 na

PCUZ36222236222  New school construction not avaitahle; series began 17.3 0.2 04 116 na
12/05

PCU236222236223  New office construction not available; series bagan June 2005 0 03 54 s

Tahble 4: Changes in PPls Weighted by Construction Types

BLS Serieg iD

PCUBCON
PCUBHWY
PCUBHVY
pCUBBLD
PCUBRSM
PCUBRS!1

Inputs to construction industries
Highway and street construction
Dther heavy construction
Nonresidential buildings
Muiti-unit residential

Single-unit residential

Table 5: Changes in PPls for Basic Inputs Important to Construction

BLS Series 10

WPU056
WPUD53]
WPUDGE
WPU13
wePU1322

WPLI01Y
wePuU1012
WPLI01212
WPU102102

WFPU102301

Cruds petroleum {domestic production)
Industria! naturaf gas

Plastic resins and matarials
Construction sandfgravelfcrushed stans

Camant

Iran ore
fron and steel scrap
Stainless and alloy steel scrap

Copper ores [through 7/07; no data for
8/07)

Capper hase scrap

12 months through December: to August 2007 since:
2001 2802 2003 2004 2005 2006 | 707 507 806 12/03
-08 67 30 a1 8.2 4.6 -08 01 18 279
-18 1.0 26 108 141 62 -20 13 i 426
-2.5 1.0 26 134 88 5.5 -1t 04 20 364
45 07 24 9.3 74 40 08 00 15 265
-0.1 0.4 27 8.3 18 49 06 01 9 268
-04 06 . 35 7.0 6.8 42 03 04 1.7 21
12 months through December: 1o August 2007 since:
2000 2002 2003 2004 2005 2008 | W07 G/07 B0 143
-424 606 143 305 436 -O.F 1.3 65 <03 1379
367 12z 203 203 35 132 | -52 68 -13 %2
98 92 b.4 85 w08 18 0.0 23 17 389
13 15 24 §.3 1.7 83 0.6 1.1 18 34
1.0 13 1.1 14 122 105 -0.3 -0 40 3848
1.5 -13 16 6.7 155 75 0.0 0.5 45 343
-56 278 6489 S08 108 24 a0 -1 WLE BRY
no data from 1956 until September 2006 28 47 na.
196 36 ¥4 651 333 539 -1.0 129 27 2522
174 112 07 345 519 500 -3.8 82 54 2324

Updated 9/19/07 Source: Bureau of Labor Statistics {BLS): www bz gav/epi for CPI, www his.gov/ppi for PPls
Compiled by Ken Simarsan (simonsonk@agc.arg), Chief Economisi, Associated General Contractors of America, www.age.arg
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Table 6: Changes in PPls for Specific Construction Inputs

BLS Serias iD

WPU057303
WPU05810112
WPUT3340113
WHrU136

WFLI361

WEU133

WP
WPU1332
WFU1333
WrU1334
WPL1335
WPU1342

WPULD72106
WPU137
WPU1392
WPUS51004011
WPL062101

WPz
WPU101704

WPU101706
WPU102502
WPUID2501
WPU107405
WPU10740501
WPU107408
WP 107409

WPU1076
WPU1a79
WPU112

#2 diesel fuel

Asphalt {at refinery)

Asphalt paving mixtures and blocks

Asphalt felts and coatings

Prepared asphalt & tar roofing & siding

products

Concrete products
Concreta block and brick
Congrete pipe
Ready-mixad concrate
Precast concrete productls
Prestressed concrete products

Brick and structursl clay tile

Plastic construction products
Gyosum produets

Insulation materials

Lumber and plywood

Aschitectural coatings

Steel mill products

Hot-rofled bars, plates, &
structural shapes

Steel pipa and tuba
Copper and brass mill shapes
Aluminum mill shapes

Fabricated structural metal

fabricated structural metat for buildings

Architectural and ornamental metalwork

Fabricated iron & steel pipe, tube,
& fimings

Fabricated stee! plate

Prefabricated metal buildings

Construction machinery and equipment

12 months through December:

to August 2007 since:

2001 2002
447 544
not avatlable
nat available
46 0.4
50 -1.7
25 03
23 1.8
4.4 17
25 -1.1
B3 03
5.3 18
5.3 19
21 .
04 34
04 1%
-9 1.4
23 0.6
-1 1.1
4.3 21
-7 a1
95 -16
-29 -0.%
13 -24
15 -3
-0 Ay
0% o1
0.5 -1.0
0.0 4.4
-1 19

2003
130
0.0

3.2
14
2.1
25

0.7

32
28
20
13.1
i8

2004
78
183
4.2
4.1

45

76
4.7
55
87
6.0
B.2
38

12
200
86
5.0
53

488
538

65.0
286
58

24.7
20,0
235
326

1B
35.5
5.0

Tie Assoc.aled Ganeal Kentractnes af Lmercas (2300 Wilson Bivd. | Aldinglon, YA | www, 5de.0rg
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2005
46.7
178
14.4
153
16.2

101
8.1
15
1.3
6.0
143
84

21.6
188
2B

9.2

-38
-1.0

310
5.0
2B
31
1

0.5
2.0

449

2006
23
349
277
50
5.2

8.1
6.8
25
0.1
47
49
6.0

58
21
-10.8
63

11.6
15

55
444
127
16
3.3
4.9

86
5.5
3.6

1Ay
-3.3
57
0.1
19
19

0.
0.2

00
03
0.4
0.2

-1

07

20
0.8
o1

/07

39
i.2
04
06
-0

-5.3
-16

0.3

248

00
02
13
-12

31

05

B/06
-5.8
-18.6
36
0.5
23

35
30

34
4.9
1.0
11

53
2.7
26

1203
140.0
107.0
483
26.2
274

35
48
18.4
36.5
223
01
1.8

296
215
1.5
-2.8
213

513
803

47
168.3
320
375
326
364
6.3

228
47.7
i1.2
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AGC Resources for Tracking Construction Economic Information

AGC provides a variety of materials to help contractors, owners and the public
lzarn what is happening to construction costs. The Data DiGest is a8 weekly one-
page email newsletter covering economic davelopments, including cost and supply
issues, affecting construction. 1t is posied at www.agc.org; for a free subscription,
emait simonsonk®agc.org.

Once a month, 1ables of PPls for consiruclion materials and scgments are
sent along with The Data DIGest (See Table 3-€, pages 14-15), AGC also offers
fact sheet comparing construction by state at www.agc.org/factsheets. Back
issues of AGC's Construction inflation Alert are posted 8t www.agc.org. Audio
conferences with experts on construction economics and specific materials
and segments are held twice a year and can be purchased for download; go to

www.agec.org/audioconference.

About the Author

Ken Simonson has been Chief Economist for AGC of America since 2001. In that
role, he provides & muiltitude of information, through written materials, personal
appearances, and media interviews, about the role of construction in the economy
and about economic developments affacting construction nationatly and locally.

Ken was appointed in 2006 to the Blue Ribbnn Panel of experts advising the
Nationa! Surface Transportation Policy and Revenue Study Commission. Ken is a
board member of the National Association for Business Economics (NABE)} and
chairs its quarterly Industry Survey.

Among his many publications is “Digging into Construction Data” published
in NABE’s journal, Business Economics. Since 1882, he has co-chaired the Tax
Economists Forum, a professional meeting group he co-founded for leading
researchers and policy makers among tax economists, He is a member of several
olher professional organizations for cconomists,

Ken has a BA in economics from the University of Chicago, an MA in ecanomics
from Narthwestern University, and has taken advanced graduate ecomnomics
courses at the Université de Paris, Johns Hopkins and Georgetown.

Onn Asnansted Groara Cantractirs of Amanca | 2340 Wison Bivd. | Adbagion, VA Lawinage.org
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SECTION XXV, ECONOMIC FEASIBILITY
C. |. Reasonableness of Project Costs

Site Survey and Soil Investigation
Survey

Testing
Soils Analysis/Environmental

Sitc Preparation
Demolition and Site Clearing
Site Utilities
Site Work
Landseaping
Temporary Utilities
Watermain Connections
Electrical Terminations
Asbestos Abatement
Detention Basin

Offsite Work

Consulting and Other Fees
Acoustic
Aflirmative action
City approval
Commissioning
Communications
CON
Construction management
Curtainwall & structural peer review
Drug testing
Elevator
Environmental
Equipinent
Fire stop inspection
Food service
Fumniture
Geotechnical services
Information technology
Injury prevention
Landmark
Landscape
Lighting
Materials testing and mspection
Parking
Plan expediter
Pneumatic tube
Preconstruction services
Propram management

319

Tatal Costs

Comments

170,000
55,000
65,000
50,000

9,070,311
1,529,517
4,019,275
1,620,749
428,672
307,215
214,336
121,457
100,000
729,090

90,758

30,075,000
175,000
650,000
95,000
1,100,000
150,000
65,000
8,750,000
100,000
135,000
55,000
63,000
2,225,000
265,000
160,000
225,000
20,000
63,000
20,000
15,000
90,000
45,000
2,250,000
25,000
35,000
65,000
2,200,000

10,250,000

Demao parking garage $800K
Relocation of existing utilities
Storm water system $810K
Parkway trees, sod, interior bushes

Aggressive MWBE targets

Gilbane/O™Neill parmership

RTKL
Flood Testing (?)

Concrete, steel, other material

Swisslog
Gilbane/O'Neill
1.8, Equitics/PMA Consultants

ATTACHMENT ECON - 4



SECTION XXV. ECONOMIC FEASIBILITY
C. |. Reasonableness of Project Costs

Consulting and Other Fees {continued)

Radiation protection
Security

Signage

Special features
TrafTic

Utility study
Vibration monitoring

Other Costs to be Capitalized

Intemnal project management salaries, supplies
Project office furniture, renovations

Excess Facility Charge {Electrical)

Legal and documentation

Insurance - Builder's Risk

Insurance - QPP (errors and omissions)
CON fee

IDPH plan review

City fees

Building permits

Traffic direction - U of C Police

Mock-ups

Document printing

Exterior signage {includes offsite)
Environmental services - project cleaning
Equipment warehousing, delivery, installation
Moving

55,000
43,000
235,000
50,000
47,000
75,000
275,000

18,695,000
5,500,000
50,000
1,400,000
350,000
1,375,000
3,500,000
220,000
200,000
75,000
250,000
225,000
1,250,000
250,000
1,750,000
650,000
800,000
850,000

MRI, OR concemns

Staffing costs to 2016, 12 FTE max.

Com Ed charge for backup capacity

For design errors, omissions
In case of amendments, alterations

Congested area
In Comer Center

Around building plus roadway
Clinical clean afier construction clean
Receiving, inventorying, delivery
Relocate existing operations

ATTACHMENT ECON - 4




SECTION XXV. Economic Feasibility

D. Prajected Operating Costs

Projected direct operating costs for the reviewable departments in the NHP
for 2015, in 2007 dollars.

Cost Per Unit Unit

Medical/Surgical Units $2,692 M/S admissions
Intensive Care Units $8,202 ICU admissions
Operating Room $1,286 OR cases
Recovery Room $378 OR cases
Central Sterile Proecssing $233 OR cases
Anatomic Pathology $156 OR cases
Radiology Cases

- General Procedures 5209

-CT $73

- Ultrasound $17

- Interventional Radiol. 5292
MRI $165 Cases
Gl Procedures $549 Procedures
Pharmacy $1,284 Admissions
Respiratory Therapy $699 RT Visits

ATTACHMENT ECON - §
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SECTION XXV. ECONOMIC FEASIBILITY

E. Non-Patient Related Services

The NHP will have non-patient care related services that include food service, gift
shop, and other retail services provided for the convenience of patients, visitors,
and staff. The food service will be provided to paticnt families and other visitors
and hospital staff in dining areas on the Level 1 and the Sky Garden (Level 7). As
with current food service operations in our complex, these would be retail
businesses, not owned by UCMC, and will not be subsidized by patient service
revenue.

Similarly, the gift shop planned for Level 1 will likely operate like gift shops
located in Mitchell and the DCAM buildings. These are operated by companies
that specialize in this retail business and they operate without subsidy from our
patient service operations.

ATTACHMENT ECON-5
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CHARITY CARE

While we report in our financial statements charity care of approximately $12 million a
year, this is but a small share of our total cost for providing care to the medically
indigent. Because Medicaid reimburses us just 26 percent of our costs for inpatient care
and 12.5 percent for outpatient, we lose about $70 million a year on Medicaid patients.
Because we provide more care to the indigent than any other private Illinois hospital {as
of 200%5), we must work actively to seek support for the many patients we treat who do
not have insurance or other means to pay. For thesc patients we pursue MANG
assistance, which stands for medical assistance — no grant, meaning it provides Medicaid
only for medical care. Since February, 2006 when we began tracking the information, we
submitted 5,325 MANG applications for medical care of $375 mitlion. We obtained
coverage for $285 million and there is $39 million worth in the application process. That
leaves $51 million, of which documentation of income and assets was received from the
patient such that we could formally categorize the care as charity. Many patients and
their families are unable or unwilling 1o provide this information, so the remaining $39
million is categorized as scif pay or bad debt. Inthis sense, the amount reported as
charity care is but a fraction of actual loss to patients who cannot pay.
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Charity Care

2005 2006 2007
Costs of charity care $11,371,000 $11,519,000 $12,272,000
Excess of cost and provider tax for
reimburscment for Medicaid patients $49,812,000  $75,649,000 $69,236,000
Net Patient Service Revenue (NPR) $827,809.000 $832,773,000 §$1,070,638,000
Charity/NPR 1.4% 1.4% 1.1%
(Charity + Medicaid Loss)/NPR 7.4% 10.5% 7.6%
Provision for Doubtful Accounts $50,677,000 $43,573,000 $55,330,000
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Annua! Non Profit Hospital Community Benefits Plan Report

University of Chicago Medical Center

Hospital or Hospital System:

Mailing Address: 5841 8, Maryland, G-108 Chicago, I A0AIT
(5treet Address/P.O. Bon) {City, State, Zip)

'—--Physicnl—&ddrm(Hdiﬁerenuhanmﬂmgxddmss); e e e e R .

{Sreer AddressP.0. Box) {City, Sate, Zip)

Reporting Period: _7 /1 / 05 through 6 /_ 30/ af Taxpayer Number: FETN 316-34B8183
Month  Day Year Month  Day Year

1 filing a consolidated financial report for a heaith system, list below the Illinois hospitals included in the consolidated report.
Hospital Name Addiess FEINSH

i. ATTACH Mission Slatement:
The reporting eniity must proyide an organizational mission statement that identifies the hospital's commitment to serving the

Lealth care needs of the community and the date it was adopted.

2 ATTACH Community Benefits Plan:
The reporting entity must provide it's most recent Community Benefits Plan and specify the date it was adopted. The plan should

he an operationa] plan for serving health care needs of the community. The plan must:

1. Sct out goals and objectives for providing community benefits including charity care and government-sponsored
indigent health care.
2. 1dentify the populations and communities served by the hospital.
3 Disclose health care needs that were considered in developing the plan.
3. REPORT Charity Care:

Charity care is care for which the provider does not expect 1o receive payment from the patient or a third-party payer. Chariry
care does not include bad debt, In reporting charity care, the reporting entity must report the actual cost of services provided,
based on the tora) cost to charge ratio derived from the hospital's Medicare cost report (CMS 2552-96 Worksheet C, Part 1, PPS
Inpaticnt Ratios), not the charges for the services.

Charity Care. . oot e ettt et e et e e e § 10,389,228

ATTACH Charity Care Palicy:
Reporting entity must attach a copy of its current charity care poticy and specify the date it was adopted.
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q, REFORT Community Benefits actually provided other than charity care:
See instructions for completing Section 4 of the Annual Non Profit Hospital Community Benefits Plan Report.

Community Benefij Type

T gt Assiiant Sewicss | T T T L S L L L T T TR R
Govemnment Sponsored Indigent Health Care. .. .. oo e i § 137,631,649
IDOMAEICNS « « v o s v s e e e e et bbb e e e e e e e $379,787
Volunteer Services

a) Employee Volunteer Services ................. $_20 800

b) Non-Employce Volunteer Services. . ........... $ 210,496

c)Total (add linesaand b . ... ..o o $ 231,096
e Ve T« + TSRS s 42,018,301
Gavernment-sponsored PrOgram SErVICES ... oh i ottt e b
REZEATEH « v s vt v ot e ve ittt e s n ea e a e e e e e e e $7.500,000
Subsidized health SBIVICES . .. v e ot e e e 5
BAA GEBIS « + v v e s e e e $ %‘3'5?3’000
Other Community Beneflts . ..ottt i i i e s e $__BB +625

Attach a schedule for aay additional community benefits not detailed abave,

5. ATTACH Audited Financial Statements for the reporting period

Under penalty of perjury, I the undersigned declare and certify that I have examined this Annual Non Prefit Hospital Community
Benefits Plan Report and the documents attached thereto. I further declare and certify that the Flan and the Amnual Non Profit
Hospita) Community Benefits Plan Report and the documents attached thereto are true and complete.

Benjamin D. Gibson, Dir. Govt. Affairs 773.834.3906
Namg7 Yitle (Ple ny Phoue: Area Code / Telephone No.
7. b 12 2. 04
S’F‘Erfai‘ﬁrr TS T Date.
Benjamin D. Gibson 773.834.21906
Mae of Person Completing Form Phane: Area Code/ Telephone Ne.,
benjamin.gibson@uchospitals.edu 773.834.3903
Electronic / Internet Mail Address EAX: Arca Code/ FAX Mo,
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University of Chicago Medical Center

Mission Statement

The purposes of The University of Chicago Medical Center shall be to assist and aid the
sick, injured and convalescent, 1o prevent and cure disease and suffering; to provide
health care, advice and services, fo train and ¢ducate, and assist in any manner i the
education or training of, persons in or associated with the medical profession or
associated with any aspect of health care; to engage in medical and basic biological
research: to build, maintain and conduct, and to assist in any manner in building,
maintaining and conducting, hospitals, clinies, dispensaries, sanatoria and research and
educational institutions; and to provide a setting appropriate for education, training and
research activities in medicine and the health sciences.

(Section 1.1 of the Bylaws)
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The University of Chicago Medical Center
Policy and Procedure Manual

FINANCIAL ASSISTANCE POLICY

Policy: A01-22

Issued: December 2006
Revised: October 2007
Reviewed: October 2007

PURPOSE:
UCMC is committed to providing superior healthcare in a compassionate manner, ever mindful

of each patient's dignity and individuality. In furtherance of this charitable mission, UCMC will
provide both (i) emergency treatment to any person requiring such care; and (i1) essential, non-
emergent care in accordance with UCMC Administrative Policy A03-01 (“Inpatient Admission
Policy™) and UCMC Administrative Policy A02-12 (“Outpatient Treatment Policy™). Elective
procedures normally will not be considered essential, non-emergent care and will normally not be
cligible for Financial Assistance.

POLICY:

t. The Unijversity of Chicago Medical Center (UCMC) is a not-for-profit, tax-exempt entity
with a charitable mission of providing medically necessary, high-quality health care 1o all
patients, including those who are economically disadvantaged. Consistent with this
commitment, UCMC has developed this Financial Assistance Policy (the “Policy”) to
identify and assist those individuals who do not have the means to pay for medically
necessary serviees provided by UCMC and provide such services in a manner that affords
such individuals dignity and respect. “Financial Assistance” shall be in the form of free care
or reduced patient financial obligation where: (i) there is limited or no health insurance
available; (ii} the patient fails to qualify for gavernmental assistance (for example, Medicare
or Medicaid); (iii) the patient fully cooperates with UCMC in providing all requested
information; and (iv) the patient demonstrates financial need; or (v) UCMC, in accordance
with its policies, makes an administrative determination that Financial Assistance is
appropriate. “Bad debt” shall not be included within UCMC Financial Assistance
calculations. Instead, “bad debt” shall include uncollectible billed charges for patients who
do not qualify for Financial Assistance.

2. This Policy appears in the University of Chicago Physician Group (UCPG) policy manual.
Where possible, informatian relating to eligibility for Financial Assistance will be jointly
shared between UCMC and UCPG to avoid requiring the patient o complete two different
applications for Financial Assistance. \

3. All UCMC staff and personnel shall refer patients seeking Financial Assistance to Hospital
Finance so that a determination on granting Financial Assistance may be made.

Administrative Policy 01-22 Financial Assistance Policy
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PROCEDURE:

A. ELIGIBILITY CRITERIA

l.

Any patient requesting Financial Assistance is eligible for consideration without regard to
race, color, creed, disability or other ¢riteria not related to his/her ability to pay for
services provided. A patient will be elipible for Financial Assistance for emergency
treatment and essential, non-emergent care if the patient: (i) has limited or no health
insurance; (ii) applics for but is deemed ineligible for governmental assistance (for
example, Medicare or Medicaid); (iif) cooperates with UCMC in providing the requested
information; and (iv) demonstrates “financial need”; or (v) UCMC, in accordance with its
policies, makes an administrative determination that Financial Assistance is appropriate.
A patient will be eligible for Financial Assistance in the event Hospital Administration, in
its discrction, deems such eligibility appropriate under a patient’s unique circumstances.
Periodic confirmation of eligibility will occur for lengthy scrvice programs.

Financial Need: There are two ways a patient may be deemed to have financial need:

(i) by a determination that the patient’s income and available assets are below certain

federal poverty puidelines' (“income” includes salaries, legal judgments, unemployment

compensation, dividends, and interest checks; “assets” include savings certificates of
deposit, individual retirement accounts and property other thar a patient’s primary
residence} — such a patient will be designated as “indigent” or “financial hardship™; and

(ii) medical hardship. Patients that may qualify on the basis of both financial hardship

and medical hardship will be given the benefit of the larger discount. UCMC personnel

shall be responsible solely for making a good faith cffort to quantify patient’s assets under
this Palicy, including reviewing the information set forth in the Application for Financial

Assistance, atlached hereto. UCMC will only take assets into account when

administering this Policy if assets total over $1,000.

a. Indigency/Financial Hardship: If a patient’s income and assets combined are below
400% of the federal poverty guidelines, the patient will receive some form of
Financial Assistance, which will be either a complete waiver of all patient
responsibility or reduced patient obligation, depending on the patient’s income.

(1) 1f a patient’s income and assets combined falls at or below 200% of the federal
poverty guidelines, the patient will have no financial responsibility {or the care
provided by UCMC. This means that both the fees for services as well as the co-
payment and deductible amounts are completcly waived.

(2) If a patient’s income and assets combined falls between 201% and 400% of the
federal poverty guidelines, the patient is eligible for Financial Assistance in the
form of a scaled reduction in charges, as illustrated in Exhibit 1.

b. Medical Hardship: In addition to income and assets, UCMC also will consider
Financial Assistance where a patient’s medical bills are of such an amount that

! Federal poverty guidelines for the current year arc available at
hitp:/aspe.hhs gov/poverty/index shtmlUCMCUCMC. s use of federal poverty guidelines will be updated annually

in conjunction with the federal poverty puideline updates published by the United States Department of Health and
Human Services.
Administrative Policy 01-22 Financial Assistance Policy
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payment threatens the patient’s financial survival. A patient is considered medically
indigent when the patient due portion of total UCMC-affiliated professional and
hospital account balances exceed 20% of the family’s total gross annual income as
defined by the adjusted gross income of the most recent annual RS tax filing. The
patient responsibility would be the lesser of the total patient due balance or 20% of
the family’s total gross annual income.

¢. In determining the balance of the patients’ account to be written-off, total UCPG and
UCMC balances will be combined based on the total patient balances due for the
episode of care. Any amounts written-off or discounted will be pro-rated between
UCPG and UCMC based upan the ratio of the total patient due balance for each party
to the combined patient due balance from both parties. Amounts remaining as the
financial liability of the patient after any write-off or discount will be made directly to
UCPG or UCMC, as applicable.

Documentation: To determine whether a patient is eligible for Financial Assistance, the
patient will be required to complete the Application for Financial Assistance (Exhibit 2).
UCMC will assist patients with this form, as reasonably requested by the patient.

Because a patient is generally not eligible under this Policy until he/she has applied for
and been deemed ineligiblc for federal and State governmental assistance programs,
UCMC, either directly through Hospital Finance or through its contractor(s), will assist
any inpatient in enrolling in federal and State governmental assistance programs.
Notwithstanding anything to the contrary, in the event UCMC staif is certain that a
patient does not qualify for aid under federal and/or State governmental assistance
programs, UCMC may waive the requirement that the patient apply for such assistance
prior to becoming eligible for assistanee under this Policy.

UCMC Representatives will provide assistance required in cotnpleting the Application
for Financial Assistance (Exbibit 3) or with completing any other materials required by
UCMC under this Policy if requested during in-person inquiries. UCMC may also make
available translation services necessary to complete the Application for Financial
Assistance. The information the patient provides when completing the Application for
Financial Assistance, as well as any other information the patient provides pursuant to
this Policy will be maintained in accordance with UCMC’s policics governing
confidentiality.

B. Procedures and Obligations for Determining Eligibility for Financial Assistance

1.

Applications for Financial Assistance will be distributed to all persons upon request. In
addition, UCMC will make available Applications for Financial Assistance in the
Hospital Finance, Registration Department, and the Emergency Department.

A patient may request consideration at any time after he/she has acerued an outstanding
balance, and UCMC will evaluate a patient’s eligibility under this Policy, up to and
including consideration during the collections and judgment phase. Patients arc

Administrative Policy 01-22 Financial Assistance Policy
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encouraged to contact UCMC if their circumstances change or if additional need 1s
identified by patients. UCMC will review all information provided and relevant
circumstances bearing upon the need for Financial Assistance, will make a determination
of eligibility, and will promptly notify the patient of his/her financial obligations, if any,
as set forth below.

3. Eligibility Determination Procedure
a, Hospital Finance staff and/or UCPG will immediately forward a copy of the pre-
admission record to UCMC’s Finance representatives for any patient/guarantor who
has no insurance. UCMC Finance Representatives will contact the patient/guarantor
to schedule a financial interview as soon as is practicable. For emergency services,
UCMC will not delay screening or treatment of an emergency medical condition
pending this financial interview.

b. Paticnts are required to complete the Application for Financial Assistance (Exhibit 2)
and return it to Hospital Finance or UCPG. Failure to timely supply required
information may result in denial of a patient’s request for provision of Financial
Assistance. Patients are obligated to cooperate and provide all information needed in
1 limely manncr. Note, however, if assistance is needed in assessing a particular
financial situation and answering questions on the Application as part of the Financial
Assistance qualifying process, patients are encouraged to contact one of UCMC’s
Finance representatives. UCMC Finance Represcntatives are also available to assist
patients with assessing their financial situations, gathering information requested by
UUCMC, and assisting with similar tasks.

¢. As part of the financial interview process, JCMC Finance represcntatives will request
the {ollowing documentation in order to process and validate Financial Assistance
applications:
{1} Confirmation of annual income and assets:
s Last four pay stubs and/or W2 form, social security award, unemployment
compensation letter.
* Most recent income tax return.
s Most recent checking and savings account statements for all accounts upon
which patient is listed as an accountholder.
» Banking/investment account statements.

(2) Confirmation of last four digits of patient’s social security number and birth date.
Proof must be in the form of one of the following:
s Birth certificate
¢ Baptismal certificate
o Miklitary discharge papers
¢ Drivers license

Administrative Policy 01-22 Financial Assisiance Policy
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(3) Confirmation of residence in the form of the following:
« Mortgage book

Current rent receipl

Current lease

Tax bill

Room and board statement

Written verification from landlord

4. Although the information abave is required from patients secking Financial Assistance,
UCMC may choose not to require some ot all of the doeumentation, depending upon
circumstances and the patient’s ability to obtain documentation.

5. Patients have an obligation to provide information reasonably requested by UCMC so
that UCMC can make a determination of a patient’s eligibility for Financial Assistance.
If a patient claims he/she has no means to pay but fails to provide the information
reasonably requested by UCMC, there will be no Financial Assistance extended and
normal collection efforts will be pursued in UCMC’s sole discretion.

6. Eligihility and Notification Process:

a. Upon receipt of a patient’s Application for Financial Assistance, the Hospital Finance
department, Patient Access Center and/or UCPG will review the patient’s application
to determine that it is complete, including all required documentation. If it is not
complete, the application will be returned to the patient for completion. UCMC’s
Finance representatives will offer to meet with the patient to assist him/her in
completing the application so that UCMC has all of the necessary information to
make a determination on the patient’s eligibility for Financial Assistance.

b. Designated Hospital Finance department, Patient Access Center, and/or UCPG
representatives will complete the Financial Assistance Eligibility Determination Form
attached as Exhibit 3, and will determine for management approval the amount the
patient owes, if any. Designated management staff within Finance, Patient Access
Center, and/or UCPG will review and approve or deny the proposed discount to be
provided following policy standards. Based on management approval or denial, staff
will inform the patient of his/her eligibility for Financial Assistance, and the amount
of such Financial Assistance, if any, in a timcly manner.

c. The Vice President of Finance, in collaboration with the Exceutive Director o[ UCPG
and the Executive Director of Patient Access and Advocacy, will annually review and
assign the designated management staff who have authority to approve or deny
proposed financial assistance discounts.

d. A determination of eligibility under this Policy will be cligible for a length of time
approved by Hospital Finance and/or UCPG; provided, however, such determination
shall apply only to the care provided that is related to the original question that
warranted consideration under this Policy.

Administrative Policy 01-22 Financial Assistance Policy
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C. COMMUNICATION - UCMC will communicate the availability of Financial Assistance to
its patients by placing signage in the Admissions Depariment, the Emergency Department, as
well as patient registration areas. The signage and brochures will be in English and Spanish,
which are the languages appropriate to the community UCMC serves, UCMC will post
information about this Policy on its website, including a notice that Financial Assistance i$
available as well as a description of the Financial Assistance process and an Application for
Financial Assistance. In addition, UCMC will include with its bills and staternents
information regarding how a patient can request Financial Assistance from UCMC. UCMC
will assist inpatients and outpatients (upon request) in nced with making applications to all
other sources of assistance, including Medicaid. Patients are encouraged to contact UCMC’s
Finance representatives should they require assistance with making applications for other
saurces of financial assistance. This conlact telephone number will be lacated strategically
throughout UCMC so that patients have a resource for obtaining support with financial
assistance questions they may have related to this Policy.

D. RECORDKEEPING
1. The Hospital Finance department will maintain al! documentation of Financial Assistance
within the UCMC Financial Assistance file. The Financial Assistance file will include a
cumnulative tota} of Financial Assistance cases, together with supportive documentation
required by [aw. Supportive documentation may include the following:
a. the number of applicants for free and reduced cost services,

b. the number of approved applicants, and

¢. the total charges and costs of the amount of free and reduced cost care provided. The
foregaing list of required supporting documentation will be revised from time to time
to comply with any applicable State law or regulation.

2. The Vice President of Finance with the Executive Directors of Hospital Finance will
review the status of the Financial Assistance program with the President, the Chief
Executive Officer, or their respective designee(s), on a regular basis. The President or
his/her designee will be responsible for presenting this Policy to the Board of Directors al
least annually. Such presentation will include a detailed statement on what the UCMC
Policy is on Financial Assistance, the impact of this Policy on UCMC’s operations, and
the level of need and benefits being conferred to the community specifically under the
UCMC Financial Assistance program.

E. PATIENT RIGHTS AND RESPONSIBILITIES
1. To be eligible for Financial Assistance, the patient must cooperate with UCMC by
providing the necessary information and documentation to apply for appropriate federal
and State governmental assistance and other financial resources that may be available to
pay for his/her health care. Each patient must certify that the information he/she provides
~ in any Application for Financial Assistance is true and correct to the best of his/her
knowledge. Prior to being considered eligible for Financial Assistance from UCMC, the

Administrative Policy 01-22 Financial Assistance Policy
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patient must apply for all other appropriate sources of financial assistance. UCMC will
assist patients with making such applications by providing assistance in completing the
relevant forms and by assisting the patient with understanding how his/her income and
assets relate to the UCMC Charitable Assistance Guidelines. Consistent with this Policy,
where UCMC is aware that a patient will not qualify for a particular type of federal or
State governmental assistance, UCMC may waive the requirement that the patient apply
for such assistance prior to becoming eligible for Financial Assistance.

2. Any request for Financial Assistance shall be made by or on behalf of a patient. Patients
may apply for, and will be encouraped to apply for, Financial Assistance during or within
a reasonable time afler carc is provided at UCMC. In the cvent a patient does not initially
qualify for any Financial Assistance, the patient may re-apply upon a showing of change
in circumstances.

3. Patients who are deemed eligible for any Financial Assistance must: (i) cooperate with
UCMC to establish a reasonable payment plan, which takes into account all available
income angd assets, the amount of the discounted bill and any prior payments; and
(i) make good faith efforts to honor any agreed to payment plan for their discounted
hospital bills. Patients are responsiblc for communicating to UCMC any change in
financial status that may impact their ability to pay their discounted hospital bill or to
honor the provisions of their payment plans.

4. Notwithstanding anything in this Policy o the contrary, in the event a patient’s financial
ecircumstances become more favorable while receiving assistanec under the UCMC
Financial Assistance program, the patient is required to notify UCMC of such change in

circumstances.

F. COLLECTION PRACTICES

1. UCMC will not pursue litigation for nonpayment of bills for any patient receiving
Financial Assistance so long as such patient is making payments in accordance with
his/her establishcd payment plan. In the event the patient is unable to maintain such
payments, UCMC will, upon request by the patient, consider whether an adjustment is
approptiate. UCMC will not be precluded from taking legal action against those patients
receiving Financial Assistance to enforce the terms of an existing payment plan where
there is evidence that the patient receiving Financial Assistance (or his/her family and/or
guarantor, if applicable) has sufficient income and assets to meet his/her obligations
under the existing payment plan; provided, however, UCMC will not pursue legal action
for non-payment of bills against any patient receiving Financial Assistance who has
clearly demonstrated that he/she does not have sufficient income and assets to meet
his/her financial obligations to UCMC. This paragraph shall not in any way limit
UCMC’s right to send patient accounts to a collection agency for monitoring compliance
with the tenms of any payment plan established by the patient and UCMC.

2. Itis UCMC’s policy to prohibit the use of certain types of legal action to obtain payment
on UCMC bills consistent with the UCMC Collection Policy.

Administrative Policy 01-22 Financial Assistance Policy
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3. UCMC will use its best efforts to ensure that any third-party collection agency that it
contracts with to obtain payment on existing financial accounts will comply with this
Policy. UCMC will enter into written agreements with such third-party collection agents
that specifically incorporate the terms of the UCMC Collection Policy.

G. EFFECTIVE DATE - This Policy shall remain effective for a period of thirty (30) days
fallowing any revision hereto. Revisions to this Policy shall be made and publicized ina

manner consistent with this Policy.

INTERPRETATION, IMPLEMENTATION, AND REVISION:
The Hospital Finance and University of Chicago Physician Group shall be responsible for the
interpretation, implementation, and revision of this Policy.

REFERENCES:
P.A. 94-0885

CROSS-REFERENCES:
UCMC Administrative Policy A03-01 “Inpatient Admission Policy”
UCMC Administrative Policy A02-12 “Outpatient Trcatment Policy”

ATTACHMENTS:

Exhibit 1 Charitable Assistance Guidelines

Exhibit 2 Application for Financial Assistance

Exhibit 3 Financial Assistance Eligibility Determination Form

David S. Hefner
President

Policy: AQI1-22

Issued: December 2006
Revised: October 2007
Reviewed: October 2007

Administrative Policy 01-22 Financial Assistance Policy

Page 8of 12

3YS




The University of Chicago Medical Center
Policy and Procedure Manual

EXHIBIT 1

CHARITABLE ASSISTANCE GUIDELINES

% of Poverty
Guideline

% of
ucMmc

Discount

At or below
2 times

3 times

3.5 times

4 times

100%

75%

50%

25%

Administrative Policy 01-22 Financial Assistance Policy
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EXHIBIT 2

APPLICATION FOR FINANCIAL ASSISTANCE

Patient Name

Med Hist.No.

Resp. Party

Address

Guarantor Name

Address

MONTHLY INCOME

OCCUPATION

Patient

Spouse

Other

Date

1T} No

Date of Birth

Telephone (___)

Last four digits of SSN

Date

Date of Birth

Telephone ()

LLast four digits of SSN

AMOUNTS

ASSETS

Checking Account
Savings Account
Stocks, bonds, CD, money market
Other Accounts

If you own any of the following items, please list the type and approximate value.

Secondary Home*/Vacation Home
Automobile

Additional Vehicle(s) (make/ycar}
Other property

MONTHLY EXPENSES
DESCRIPTION

Food

Utilities

Auto/Gas

Telephone

Clothing

Child Care

Other

?Note: PLEASE DO NOT INCLUDE PRIMARY RESIDENCE HERE.

Administrative Policy 01-22 Financial Assistance Policy
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CREDITORS

Rent/Mortgage
Medical/Doctor

Medical/Hospital
Medical/Other
[nsurance/Auto
Ittsurance/Life

Iitsurance/Health
Credit Card
Credit Card

Total
TOTAL MONTHLY INCOME
PLUS ASSETS OVER $1,000 ()
LESS TOTAL MONTHLY EXPENDITURES (-)
AVAILABLE CONTRIBUTION (=)

1 hereby certify that the information that | have furnished above is true and correct to the best of my knowledge. Should
my circumstances change, [ hereby agree that | will immediately notify The University of Chicago Medical Center at
{773) 702-6664. 1 understand that, by my signature below, 1 authorize UCMC and/or its affiliates and designees to access
records from various credit requesting bureaus.

Signature: Printed Name:

Administrative Policy 01-22 Financial Assistance Policy
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EXHIBIT 3

FINANCIAL ASSISTANCE ELIGIBILITY DETERMINATION FORM

Date:

UCMC has conducted an eligibility determination for Financial Assistance for:

Name:

Medical Record Number:

Your completed request for Financial Assistance was submitted on:

Based upon the information you supplied, the following determination has been made:
Your request for Financial Assistance has been denied because your income and
assets exceed those set forth in UCMC’s Charitable Assistance Guidelines.

Your request for Financial Assistance has been approved for services rendered on
. The entire balance will be trcated as frcc care.

You qualify for a cost reduction consistent with UCMC’s sliding seale. This
office will eontact you ta establish a payment plan.

Your request has been denied for the following reason (explain in detail}:

Other (please explain in detail):

Should you have any questions about this determination, please do not hesitate to contact our
UCMC Finance Representatives at (773) 702-6664 for additional information.

Administrative Policy 01-22 Financial Assistance Policy
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One North Wacker
Chicaga IL 60606
Tetephone (312) 298 2000
Facsimite (312) 298 2001

Report of Independent Auditors

To the Board of Trustees of
The University of Chicago Medical Center:

In our opinion, the accompanying combined balance sheets and the related combined statements of
oOperations, changes in net assets and cash flows present tairly, in ali material respects, the financial
position of The University of Chicago Medical Center {UCMC) at June 30, 2007 and 2006, and tha
results of their operations, their changes in net assels and their cash flows for the years then ended in
contormity with acceunting principles generally accapted in the United States of America. These
financial statements are the responsibility of UCMC’s managemant. Qur responsibility is to express an
opinion on these financial statements based an our audits. We conducted our audits of these
statements in accordance with auditing slandards generally accapted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financiaf statements are free of material misstatemment. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, asseassing the
accounting principles used and significant estimatas made by management, and evaluating the overaii
financial statement presentation. We believe that our audits provide a reasonabile basis for our
opinion,

As described in Note 2 10 the combinad financiat statements, The University of Chicago Medical Center
adopted Staft Accounting Bultetin No. 108, Considering the Effects of Prior Year Misstaternenis when
Quantifying Misstatements in Current Year Financial Statements. in accordancs with the transition
provisions of this prenouncement, the 2007 combined financial statements include the cumulative
effect of adopting this standard.

?ﬁxcwawmé?m&;@

September 14, 2007
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The University of Chicago Medical Center

Combined Balance Sheets
June 30, 2007 and 2006

(in thousands of dollars)

Assels

Current assets
Cash and cash equivalents
Accounts receivable, less allowance for doubHul
accounts for 2007 - $29,160 and 2006 - $35,125
Current portion of investments limited to use
Current portion of pledges receivable
Other current assets

Total gurrent assets

Investments limited to use, less current portion
Construction and capitalized interest funds
Donor-rastricted
Self-insurance
Board designated investments

Property, plant and equipment, net

Pledges receivable, less current portion

Other assels, net

Total assets

Liabilities and Net Assets

Current liabilities
Accounts payable and accrued expenses
Current portion of long-term debt
Gurrent portion of other long-term liabifities

Current portion of estimated third-party payor settlements

Due 10 University of Chicago
Total current liabilities
Other liabilities
Self-insurance Kabilities

Long-term debt, lass current portion
Other long-term liabilities, less current portion

Total liabilities
Not assets
Unrestricted

Temporarily rastricted
Permanently restricted

Total net assets
Total liabilities and net assets

2007 2006
BB,05E6 § 21,726
94,157 108,911

633 776
3,950 11,438
62,868 41,924
249,664 1B5,775
14,121 7,048
28,852 27,149
11,855 10,867
677,043 566,425
533,450 497,344
14,480 15,708
23,112 10,413
1,552,577 § 1,320,729
124,725  § 95,816
8,535 7,390
1,436 1,340
41,975 65,588
18,864 18,477
195,535 188,611
6,557 6,934
395,200 364,120
44,723 85,312
642,015 544,977
B57.589 599,411
46,943 70,825
6,030 5,816
910,562 675,752
1,552,577 § 1,320,729

The accompanying notes are an integral part of the combined financial statements,
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The University of Chicago Medical Center
Combined Statements of Operations

Years Ended June 30, 2007 and 2006

{in thousands of dollars)

2007 2006
Operating revenues
Net patient service revenua $ 1077534 % 908,950
Other operating revenues and net assets released '
from restrictions 44,517 44,482
Total operating revenues 1,122,051 953,432
Operating expenses .
Salaries, wages and benefits 440,843 439,559
Supplies and other 390,385 371,086
Insurance 23,593 25,380
Provision for doubtfu! accounts 56,022 44,236
Interest 15,465 13,994
Medicaid provider tax 61,541 -
Depreciation 48,835 46,647
Total operating expenses 1,036,664 940,902
Income from operations 85,387 12,530
Nonoperating gains (losses)
Investment income and unrestricled gitts, net 55,122 59,402
Other, net 285 {196}
Excess of revenues over expensas 140,794 71,736
Other changes in net assets
Change in unrealized gains on investments 49,190 2,248
Transters to University of Chicago {15,000) {15,000)
MNet assets reieased for capital purchases 26,447 4,857
Cumnulative effect of change in accounting principles 52,683 (7,939)
Adjustment to minimum pension liabiity 2,210 7,607
Other, net ' 1,854 555
Increase in unrestricted net assets $ 258,178 % 64,064

The accompanying notes are an integral part of the combined financial slatements,
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The University of Chicago Medical Center
Combined Statements of Changes in Net Assets

Years Ended June 30, 2007 and 2006
{In thousands of dollars)

Unrestricted net assets
Excess of revenues over expenses
Changs in unrealized gains on investments
Transfers to University of Chicago
Net assets released for capital purchases
Cumulative effect of change in accounting principles
Adjustment to minimum pension liability
Othar, net

Increase in unrestricted net assets
Temporarily restricted net assets
Contributions
Net assets refeased from restrictions used for
operating purposes
Net assots released for capital purchases

Increase (decrease} in temporarily restricted
net assets

Permanently restricted net assets
Contributions and pther

Increase in net assets
Net assets at beginning of year
Net assets at end of year

The accompanying notes are an integral part of the combined financial statements.
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2007 2006

$ 140,794 3 71,736
49,190 2,248
(15,000) (15,000}
26,447 4,857
52,683 (7.939)

2,210 7,607

1,854 555

258,178 64,084
5,188 41,712
(2,323) (2,249)
(26,447) (4,857}
(23,582) 34,606

214 159

234,810 98,829
675,752 576,923

$ 910562 $ 675752




The University of Chicago Medical Center
Combined Statements of Cash Flows

Years Ended June 30, 2007 and 2006
{(in thousands of dollars)

Cash flows from operating activities
Increasa in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activitias
Net change in unrealized gains on investments
Transfers to University of Chicago
Restricted contributions
Other changes in unrestricted net assets
Cumulative effect of a change in accounting principle
Loss on disposal of assets
Depreciation and amortization
Increase {(decrease) in cash resulting from a change in:
Patient accounts receivable, net
Other assets
Accounis payable and accrued expenses
Due to the University of Chicago
Estimated settlements with third-party payors
Self-insurance fiabilities
Other liabilities

Net cash provided from operating activities

Cash flows from investing activities

Purchases of property, plant and equipment
Decrease in notes receivable

Deposits to construction and capitalized interest funds
Uses of construction and capitalized interest funds
Purchases of investments

Sales of investments

Net cash used in investing activities
Cash flows from flnancing activities
Proceeds from issuance of long-term debt
Payments on long-term obligations
Transters paid to the University of Chicago, net
Restricted contributions

Net cash used in financing activities
Netincrease {(decrease) in cash

Cash and cash equivalents
Beginning of year
End of year

The accompanying notes are an integral part of the combined financial statements.
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2007 2006
234810 & 98,829
(49,190} (2,248)

15,000 15,000
(5,402) (41,871)
(39,356) (44,714)
(52,683) 7,939
150 197
48,881 46,728
15,754 (740)
(22,249} 1,571
28,908 3,316
1,286 507
{21.213) 17,283
{377) (304}
(430) (8,087)
153,890 93,406
{83,350) (77,851)
. 56
(13,971) (28,814)
6,926 21,741
(109,642) (169,230)
82,187 94,758
(118,450) (159,340}
41,000 29,000
(9,423) (7.306)
(14,805) (14,492)
14,118 32,510
30,890 39,712
66,330 (26,222)
21,726 47,948
88,056 21,726




The University of Chicago Medical Center
Notes to Combined Financial Statements
June 30, 2007 and 2006

(in thousands of dollars)

1. Organization

The University of Chicago Medical Center {("UCMC" or the "Medical Center”}, an llinois not-for-
prolit corporation, oparates the Bernard Mitchell Hospital, the Chicago Lying-in Hospital, the
University of Chicago Gomer Children's Hospital, the Duchossois Center for Advanced Medicine,
and various other outpatient clinics and treatment areas. Prior to August 7, 2008, the Medical
Center corporation was named The University of Chicago Hospitals. QV, Inc. ("QV7) is an affiliated
not-for-profit corporation operating cutpatient clinics in the Chicago area, and has centain Board
members common to UCMC.

The University of Chicago {the “University™), as the sole corporate member of UCMC, elects
UCMC's Board of Trustees and approves its By-Laws. The Chief Executive Officer, who is the
Vice Prasident for Medical Aftairs at the University, shall be appointed by the President of the
University, subject to the consent of the Medical Center Executive Committee and final approval of
the Uinivarsity’s Board of Trustees. The relationship between UCMC and the University is defined
in the Medical Center By-Laws, an Affiliation Agreement, an Operating Agreement, and several
Leases,

The combined financial statements include the assets, liabilities and operating results of the
hospitat and outpatient clinic operations of UCMC and QV. The Medical Center also manages the
University’s faculty physician practice, medical malpractice self-insurance program, and an
employee health benefit plan, which are arganized as unincorporated units of the University, and
are not included within these financial statements. See Note 3 for agreements and transactions
with the University,

UCMC and QV are tax-exempt organizations under Section 501(c)3 of the intarna! Revenue Cods.
Accordingly, no provision for income taxes related to thess entities has been made.

2. Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with accounting prineiples generally accepted
in the United States of America fequires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could ditfer from thase estimatas. The mast
signiticant estimates are made in the areas of patient accounts receivable, accruals for settlements
with third-parly payors, and acerued compensation and benalits.

Fair Value of Financiat Instruments

The fair value of financial instruments approximates the carrying amount reported in the combined
balance sheets for cash and cash equivalents, investments, investments limited as to use, patient
accounts receivable, accounts payable and long-term dabit.

Cash and Cash Equivalents
Cash and cash equivalents represent money market and highly fiquid debt instruments with a
maturity at the date of purchase of three months or less.




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 20086
{in thousands of dollars)

inventory
UCMC values inventories at the lower of cost or market.

Investmenis

Marketable investments are measured at fair value based on quoted market prices. Investment
income ar loss (including realized gains and losses on investments, impairment losses, intergst and
dividends) is included in the excess of revenues over expenses unless the income or loss is
restricted by the donor or the law. The change in net unreafized gains and losses on investments
is excluded from the excess of revenues over expenses.

Private equity, real estate and absolute return investments are measured on the equity method.
The value of these investmenits is based on valuations provided by extemal investment managers,
These valuations necsssarily involve estimates, appraisals, assumptions and methods which are
reviewed by management. All changes in the valus of these investments are included in the
excess of revenues over axpenses.

Some of UCMC's investments are part of the University’s Total Return investment Pool {TRIP).
UCMC accounts for its investments in TRIP based on its share of the underlying securities and
records tha investment activity as it UCMC owned tha investments directly.

Investments Limited as to Use

Investments limited as to use primarily include assets held by trustees under debt and other
agreaments and designated assets set aside by the Board of Trustees for future capital
improvements and other specific purposes, over which the Board retains controf and may at their
discretion subsequently use for other purposes,

Derivative Instruments

UCMC has entered into a forward starting swap transaction against contemplated variable rate
borrowing for a new hospital pavilion. The notional amount of this swap is $325,000 and the
effective start date is August, 2011. Management has determined that the interest rate swap was
effeclive as detined by Statement of Financial Accounting Standards {SFAS) No. 133, “Accounting
far Derivative Instruments and Certain Hedging Activities” and accordingly had utilized hedge
accounting. Theretore, the change in the fair value of the intersst rate swap was excluded from
excess of revenues over expenses and reported as a change in unrestricted net assets.

Property, Plant and Equipment

Property, plant and equipment are reported on the basis of cost lass accumulated depreciation and
amortization. Donated items are recorded at fair market value at the date of contribution. The
carrying value of property, plant and equipment is reviewed if the facts and circumstances suggest
that it may be impaired. Depreciation of property, plant and equipment is calculated by usa of the
straight-line method at rates intended to depreciate the cost of assets over their astimated useful
lives, which generally range from three to forty years. Interest costs incurred on borrowed funds
during the period of construction of capital assets, net of any interest earned, are capitalized as a
component of the cost of acquiring those assets.
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(in thousands of dollars)

Asset Retirement Obligation

On June 30, 2008 UCMC adopted Financial Accounting Standards Board Interpretation No. 47
{FIN 47), "Accounting for Conditional Asset Retirement Obligations.” FIN 47 requires that a liability
ba recognized for the fair value of a legal obligation to perform asset retirement activities that are
conditional on a future event if the amount can be reasonably estimated. Upon recognition of a
liability, the asset retirement cost is recorded as an increase in the carrying value of the related
long-lived asset and then depreciated over the life of the asset. The UCMC asset retirement
obligations arise primarily from regulations that specify how to dispose of asbestos if facilitiss are
demolished or underga major renovations or repairs. UCMGC's obligation to remove asbestos was
estimated using site-specific surveys where available and a per square foot estimate where
surveys were unavailable,

As a result of an evaluation of available asbestos remediation estimates, UCMC recorded liabilities
of $8,000 for the asset retirement obligations. Accumulated depreciation was measursd from the
date the liability and capitalized asset woutd have been recognized if FIN 47 wera in eflect when
UCMC incurred the liability. Based on this, all the asseis were fully depreciated at June 30, 2006,
Accordingly, the antire $8,000 cumulative effect of this change in accounting principle was
recorded as a reduction in unrestricted nst assets in 2006.

Pledges Receivable

Pledges are recorded at the present value of their estimated future cash fiow. Estimated future
cash flows due after one year are discounted using interest rates commensurate with estimated
collection risks,

Other Assets
Other assets include deferred financing costs, which are amortized over the term of the related

abligations.

Net Assets

Permanently restricted net assets include the historical dollar amounts of gifts that are required by
donors to be permanently retained, Temporarily restricted net assets include gifts, which can be
expended but for which restrictions have nol yet been met. Such restrictions inciude purpose
restrictions where donors have specified the purpose far which the net assets ara to be spent, or
time restrictions imposed by donors or implied by the nature of the gift (such as pledges to be paid
in the future) or by interpretations of law.

Realized gains and losses are clessified as unrestricted net assets unless thay are restricted by the
donor or law. Unrestricted net assets include all the remaining net assets of UCMC. See Note 12
for further information on the compasition of rastricted net assets.

Gifts and Grants

Unconditional promises to give cash and other assels to UCMC are reported at fair value at the
date the promise is received. Conditional promises to give are recognized when the conditions are
substantially met. The gifts are reported as either temporarily or permanently restricted support if
they are received with donor stipulations that limit the use of the donated assets. Donor-restricted
contributions whose restrictions are met within the same year received are reported as unrestricted
gifts in the accompanying financial statements.
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
{in thousands of dollars)

Gifts of cash or other assets that must be used to acquire long-fived assets are reported as
additions {o temporarily restricted net assets if the gifts are not expended or placed in service
during the year.

Statement of Operatlons

All activities of UCMC deemed by management to be ongoing, major and central to the provision of
healthcare services, are reported as operating revenues and expenses. Other activities desmed to
be nonoperating inciude unrestricted gifts and certain investment income (including realized gains
and losses).

UCMC recognizes changes in accounting estimates related to third-party payar sattlements as
more experience is acquired. Adjustments to prior year astimates for thess items resulted in an
increase in net patient service revenues of $8,000 in 2007 and $8,000 in 2006. In addition, UCMC
recognized $11,000 in 2007 as a settlemant of various Medicare appeal issues for years from 1996
through 2006. In 2006, UCMC received $12,000 in settlement of claims against a bankrupt HMO
dating from the early 1980's.

In September 2006, the Securities and Exchange Commission staff issued Staff Accounting
Bulletin ("SAB"} No. 108, “Considering the Effects of Prior Year Misstatements when Quantitying
Misstatements in Current Year Financial Statements.” Although the SAB is directly applicable to
public companies, UCMC has elected to follow the prescribed guidanca.

SAB 108 establishes a “dual approach” to the quantification and assessment of materiality of
misstatements, requiring use of both the “rollover” method {focused primarily on the impact on the
statement of operations) and the *iran curtain™ method {focused primarily on the impact on the
balance sheet). Prior to SAB 108, UCMC used the roliover method.

Foliowing the guidance of SAB 108, UCMC has elected to recognize the cumuiative effect of s
initial application of SAB 108 as an adjustment to the opening batance of unrestricted net assets.
The adoption resulted in a dacreass in non-current iabilities of $35,000 reiated to third party
settlements, and an increase in non-currant assets of $1 1,800 related to the valuation of a trust.
Adjustments of other differences resuited in a decrease of $3,300 in current liabilities, an increase
in investments of $1,400 and an increase of $1,200 in properly, plant and equipment. The impact
of these adjustments resulted in a $52,700 increase in other changes in net assets on the
Statement of Operations.

The statement of operations includes excess of revenues over expenses. Changes in unrestricted
net assels that are axcluded from excess of revenues over expenses inciude changes in unrealized
gains and losses on investments, transfers to the University, contributions of long-lived assets
releasad from restrictions {including assets acquired using contributions which by donor restriction
were to be used for acquisition of UCMC assets) and additionat minimum pension liabilities.

Net Patient Service Revenue, Accounts Receivable and Allowance for Doubtful Accounts
UCMC maintains agreements with the Social Security Administration under the Medicare Program,
Blue Cross and Blue Shield of Iitinois, Inc. {Blue Cross}, and the State of Hiinois under the Medicaid
Program and various managed care payors that govern payment to UCMC {or services rendered 10
patients covered by these agreements. The agreements generally provide for per case or per diem
rates or payments based on allowable costs, subject to certain limitations, for inpatient care and
discounted charges or fee schedules for outpatient care.




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
{in thousands of dollars)

Net patient service revenue is reported at estimated net reafizable amounts from patients, third-
party payors, and others for services renderad and includes estimated retroactive revenue
adjustments due to future audits, reviews, and investigations. Retroactive adjustments are
considerad in the recognition of revenue on an estimated basis in the period the related services
are rendered, and UCMC estimates are adjusted in future pertods as adjustments become known
Or as years are no longer subject to UCMC audits, reviews and investigations. Contracts, laws and
regulations governing Medicare, Medicaid, and Blue Cross are complex and subject o
interpretation. As a result, there is at least a reasonable possibility that recorded estimateas will
change by a material amount in the near term. A portion of the accrual for settlements with third-
party payors has been classified as tong-term because UCMC estimates will not be paid within one

year,

The process for estimating the ultimate collectibility of receivables involves significant assum ptions
and judgment. UCMC has implemented a standardized approach to this estimation based on the
payor classification and age of outstanding receivables. Account balances are written off against
the allowance when management tesls it is probable the receivable will not be recovered. The use
of historical collection experience is an integral part of the estimation of the reserve for doubtful
accounts. Revisions in the reserve tor doubttul accounts are recorded as adjustments to the
provision for doubtful accounts.

Net patient service revenues and supplies and other expenses have each been increased by
$60,400 in the 2006 financia! statements o conform 1o the 2007 presentation of outpatient clinic

revenues and expenses.

Hospital Assessment Program/Medicaid Provider Tax

In December 2004, the State of litinois, after receiving approval by the federal government,
Implemented a hospital assessment program. The program assessed hospitals a provider 1ax
based on occupied bed days and provided increases in hospitals’ Medicaid payments. The
Centers for Madicare and Medicaid Services (CMS) had not yet approved the hospitai assessment
program at June 30, 2006 and, as a result, no amounts were recorded in 2008. CMS approved ths
program tor 2006 and 2007 in 2007. Accordingly, amounts reiated to both 2006 and 2007 are
included in 2007. The program resuits in a net increase of $35,400 in the 2007 incomse from
operations, which represents $97,000 in additional Medicaid payments offset by $61,600 in
Medicaid provider tax,

Agreements and Transactions with the University

The AHiliation Agreement with the University provides, among other things, that all members of the
medical staff will have academic appointments in the University. The Affiliation Agreement has an
initial term of 40 years ending October 1, 2026 unless sooner terminated by mutual consent or as a
result of a continuing breach of a material obtigation therein or in the Operating Agreement. The
Afiliation Agresment automatically renews for additional successive 10-year terms following
expiration of the initia! term, unless either party provides the other with at least two years’ prior
writlen notice of its election not to renew.

The Operating Agreement, as amended, provides, among other things, that the University gives
UGMC the right to use and operate certain facilities. The Operating Agreement is coterminous with

the Atfiliation Agreement.




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(in thousands of dollars)

The Lease Agreements provide, among other things, that UCMGC will iease from the University
certain of the heaith care facilities and land that UCMC operates and acgupies. The Lease
Agreements are coterminous with the Affiliation Agreement.

UCMC purchases various services from the University, including certain employee bensfits,
utilities, security, telecommunications and insurance. In addition, certain UCMC accounting
records are maintained by the University. During the years ended June 30, 2007 and 2006, the
University charged UCMC approximately $43,600 and $44,500, respectively, for utilities, security,
telecommunications, insurance and overhead.

The University's Division of Biological Sciences ("BSD") provides physician services for UCMC, In
2007 and 2006, UCMC recorded $108,600 and $92,600, respectively, in expense related to these
services,

UCMC's Board of Trustees adopted a plan of support under which it would provide annual net
asset transfers to support BSD's academic programs. All commitments under this plan are subject
to the approval of UCMC's Board of Trustees and do not represent legally binding commitments
until that approval. Unpaid portions of commitments approved by the UCMC Board of Trustees are
reflected as current liabilities. In 2007 and 2006, UCMC recorded net asset transfers of $15,000 to

the BSD.
4, Investments and investments Limited as to Use

Construction and capitalized interest funds consist primarily of bonds and cash and cash
equivalents.

The composition of investments and investments limited as to use is as follows:

2007 2006
Separately invested
Demestic fixed income $ 175279 § 154,403
Domestic public equities 297,861 232,847
Real estate 1,618 6,011
Private equity 17,289 19,241
International public equities 1,992 2,037
Cash equivalents 1,776 1,407
485,815 415,946
Invested with TRIP
Domestic fixed income 15,945 16,571
Domestic public equities 22375 23.659
Real estate 22,678 19,454
Private equity 27,652 21,876
International public equities 65,726 45,919
Absolute return 63,078 48,607
Cash equivalents 2,626 542
210,080 177,628

Total investments 3 705,895 § 593,574




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
{(in thousands aof dollars)

investments and investmant timited as to use are recorded as follows:

2007 2006
Investments fimited to use, less current portion
Donor restricted $ 28,852 $ 27,149
Board designated investments 677,043 566,425
Total investments $ 705895 § 593,574
Board designated funds limited to use consist of-
2007 20086
Board designated for capital ranewal $ 171619 & 150,878
Board designated for endowment 296,334 238,558
Board designated for academic renewal 4,800 4,800
Board designated endowmsnt in TRIP 204,290 172,189

% 677,043 % 586,425

The composition of net investment income and unrestricted gifts is as follows for the years ended
June 30, 2007 and 2006:

2007 2006
Interest and dividend incoma, net $ 18,884 § 14,213
Realized gains {losses) on sales of securities
and equity adjustment in private equities, net 36,785 44,491
Unrestricted gifts 946 £98
Investment impairments {1,493} -

3 55,122 & 59,402

UCMC also invests in private equity limited partnerships. As of June 30, 2007, UCMC has
commitments of $35,900 to fund private equity limited partnerships, approximately $32,800 of
which have besen funded.

5. Property, Plant and Equipment

The components of property, plant and equipment as of Juns 30, 2007 and 2006, are as follows:

2007 2006
Land and land rights $ 33,093 % 33,093
Buildings and improvements 565,718 512,399
Equipment 345,667 317.205
Construction in pragress 88,830 91,560

1,033,308 954,257
Less accumulated depreciation {(499,858) {156,913)

Total property, plant and equipment, net $ 533450 § 497,344




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(in thousands of dollars)

UCMC's net property, plant and eguipment cost includes approximately $16,400 representing
assets under capital leases with the University, which are stated at the University's historical cost.
The cost of buildings that are jointly used by the University and UCMC is allocated based on the
lease provisions. In addition, land and land rights includes approximately $25,000, which
fepresents the unamortized portion of initial fease payments made to the University.

Interest costs aggregating $300 and $200 were capitalized in 2007 and 2008, respectively.
6. Long-Term Debt

Long-term debt as of June 30, 2007 and 2008, consists of the following:

2007 2006

Hiinois Health Facilities Authority Bonds

Revenue bonds, Series 2003 Serial Bonds, 4.0% to 5.0%,

maturing from August 15, 2004 to August 15, 2014 $ 50515 § 55,840

Revenue bonds, Series 2001 Serial Bonds, 5.05%,

maturing from August 15, 2005 to August 15, 2023 34,440 35,605

Revenue bond, Series 2001 Term Bond, 5.0%, maturing

August 15, 2031 28,100 28,100

Revenue bond, Series 2001 Term Bond, 5.1%, maturing

August 15, 2036 24,065 24,065

Variable Rate Demand Revenue Bonds, Series 1998,

4.0%, maturing through August 1, 2026 112,000 112,900

Adjustable Rate Revenue Bonds, Series 1994C, 3.9% at

June 30, 2008, maturing through August 15, 2026 55,400 55,400

INinois Educational Facilities Authority Bonds

Comrmercial Paper Revenue Note, Series 2007

{pooled financing program), 3.7% at June 30, 2007,

maturing July 1, 2037 41,000 -
Commercial Paper Revenue Note, Series 2005

{pooled financing program), 3.7% at June 30, 2007,

maturing September 1, 2035 29,000 29,000
Commercial Paper Revenue Note, Series 1998

{pooled financing program}, 3.7% at June 30, 2007,

maturing November 1, 2028 27,004 27,866
Unamortized premium 2,211 2,734
Total obligations 403,735 371510
Less current maturities {8,535) {7,390)
Long-term portion $ 395200 § 364,120

The carrying value of long-term debt does not differ materially from its estimated fair value as of
June 30, 2007 and 2006, based on the quoted market prices for the same ar similar issues.
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(in thousands of dollars)

Scheduled annual repayments for fiscal years 2008 through 2012 are as follows:

2008 2009 2010 201 2012 Thergafter
Revenus Bonds,
Series 2003 5 5,135 5 5,845 $ 5615 L 6,185 $ 6490 § 21,235
Révenue Bonds,
Saries 2001 2,000 2.000 1,400 1.470 1,530 78,205
Revenue Bonds,
Searies 1990 1,400 1,000 1,600 1,300 1,400 105,300
Revenug Bonds,
Series 1994C - - 55,400
Focted Financing 1998 - - 27,004
Pooled Financing 2005 - 28,000
41,000

Pooled Financlng 2007

3 8535 % 8,845 3 8,615 § 8965 § 9420 5 357144

In August 2003, the lllinois Health Facilities Authority ("HFA") issued $65,290 of fixed rate
Revenue Refunding Bonds, Series 2003 on behalf of UCMC in order to redeemn Revenue
Refunding Bonds, Series 1993A, 19938-1 -and 1993B-2. The Series 2003 bonds are dua between
August 15, 2004 and August 15, 2014 and bear interest at rates between 4% and 6%. The Series
2003 bonds are subject to redemption after August 15, 2013.

In September 2001 the IHFA issued $36,725 of Revenue Bonds Series 2001 (Serial Bond) and
$28,100 of Revenue Bonds Series 2001 (Term Bond 2031) and $24,065 of Revenue Bands Series
2001 (Term Bond 2036}, (collectively, the “Series 2001 Bonds”} on behalf of UCMC for the
consiruction and equipping of the new University of Chicago Comer Children's Haspital, The
Series 2001 Serial Bonds, due August 15, 2023, and the Term Bond 2031, due August 15, 2031,
are subject to redemption after August 15, 2011. The Term Bond 2036, due August 15, 2036, is
subject to redemption after August 15, 2008.

In August 1998, the IHFA issued $119,500 of Variable Rate Demand Revenue Bonds, Series 1998
(the “Series 1998 Bonds”) on behalf of UCMC ta advance refund the Series 1994A and 1994B
revenue notes. The variable rate of interest on the Series 1998 Bonds may be changed or
convertad to a fixed intarast rate at any time subject to certain requiraments set forth in the Bond
Indenture. The Series 1998 Bonds may be redeemsd at certain times prior to their maturity and at
certain premiums, depending on the mode of interast that is in effect. In connection with the
issuance of the Series 1998 Bonds, UCMC had entered into an interest rate exchange agrasment
in which UCMC paid a tixed rate of 4.5% and received a variable rate hased upon the BMA index.
The interest rate exchange agreement expired on September 1, 2004,

In June, 1994, HFA issued $55,400 of Adjustable Rate Revenue Bonds Series 1994C

("Series 1994C Bonds"} {callectively the “Series 1994 Bonds”) on behalf of UCMC 1o redeem the
outstanding adjustable rate Revenus Bonds, and to provide funding for the development of the
Duchossois Center for Advanced Medicine {the "DCAM"). Interest on the Series 1994C Bonds is
payable in one of seven variahle modes of interest determination, as defined in the Series 1994
Bond Indenture (“Bond indenture”). The variable mades of interest may be changed at any time at
the discretion of UCMC, subjec! to certain requiresments set forth in the Bond Indenture. The
Series 1994C Bonds may be subject to mandatory conversion to a fixed interest rate in certain
circumstances, as defined in the Bond Indenture. The Series 1994C Bonds are subjact to
redemption under certain conditions as defined in the Bond Indenture. The Series 1994C Bonds
may be redeemed with a descending premium beginning at 2%.
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(in thousands of dollars)

Each of the IHFA bond series is collateralized by gross revenues and subject to certain restriciions,
The Series 1994, Series 1998, Series 2001 and Series 2003 Bonds are guaranteed by a municipal
bond insurance policy. The restrictions under the respective debt agreemeants include financial
ratio requirements, the most restrictive of which is to maintain a minimum debt service coverage
ratio of 1.1:1.

in April 2007 the Illincis Educational Facilities Authority (IEFA) issued $41,000 of variable rate
demand revenue bonds on behaif of UCMC to finance a parking garage, office building renovation
and renovation of the labor and delivery area. The bonds can be redeemed at any time without
penalty. These bonds mature through July 2037.

In September 2005 the [EFA issued $29,000 of variable rate demand ravenue bonds on behalf of
UCMC to finance an addition to the Comer Children's Hospital. The bonds can be redeemed at
any time without penalty. These bonds mature through September 2035.

In November 1998 the IEFA issued $27,866 of variabie rate demand revenus bonds on behalf of
UCMC to finance a parking garage and additional clinic space in the DCAM. The bonds can be
redeemed at any time without penaity. These bonds mature through November 2028,

Payment on each of the IEFA bonds is collateralized by a letter of credit maturing November 2008.
The letter of credit is subject to certain restrictions, which include financial ratio requirements and
consent to future indebtedness. The most restrictive financial ratio is to maintain a debt service
coverage ratio of 1.1:1.

The original issue discount related to the Series 2001 issue is $1,080 and the original premium
related to the Series 2003 issue is $4,966, respectively. These amounts are amortized over the
term of the bonds, and are included in interest expense in the accompanying statements of
opserations.

UCMC paid interest of approximately $14,200 and $13,100 in 2007 and 2006, respectively.

UCMC has a $15,000 line of credit from a commercial bank. As of Jung 30, 2007 and 2006, no
amount was outstanding.




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
{in thousands of dollars)

7. Commitments

Leases

UCMC has capital and noncancelable operating leases for certain buildings and equipment. Future
minimum paymerts required under noncancelable operating and capital leases as of June 30,
2007 and 2006 are as follows:

Operating Capital

Year ending June 30

2008 $ 1988 3 1,680
2009 1,738 1,688
2010 1,419 1,181
2011 736 1,109
2012 and thereafter 1,364 -
Total minimum lease payments 3 7,255 5,638
Less - Amount reprasenting interest 640
Fresent valua of net minimum capital lease payments 3 4,998

The amount of total assets capitalized under these leases at June 30, 2007 and 2008, is $12,000
and $12,700, respectively, with related accumulated depreciation of $3,100 and $9,000,
respectivaly. Rental expense was approximately $6,300 and $6,000 for the years ended June 30,
2007 and 20086, including a $500 annual rental of a parking garage from the University.

Construction Projects

UCMC is constructing a new ten-story staff parking garage that will include office space. The total
estimated cost of the new parking garage is approximately $53,400, and it is expected to open in
November, 2007. As of June 30, 2007, total outstanding commitments on the project amounted to
approximately $41,400, of which approximately $23,700 has been racorded in construction in
progress. A portion of this project will be reimbursed by the University.

B. Charity Care

UCMC's policy is to treat patignts in immediate nesd of medical services withaut regard ta their
ability to pay for such services, including patients transferred from other hospitals under the
provisions of the Emergency Medical Treatment and Active Labor Act (EMTALA). UCMC also
accepts patients through the Perinatal and Pediatric Trauma Networks without regard to their ability
to pay for services. UCMGC maintains records ta identify and manitar the level of charity care they
provide., These recards include the amount of charges forgane for services and supplies furnished
under their charity-care policy as well as the estimated cost of services and supplies. The
estimated difference between the cost of services provided to Medicaid patients including those
seen in the Physician-Directed Practice Clinics and the reimbursement from the Medicaid programs
for this patient care are also considered to be charity care.
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006 -
{in thousands of dollars)

During the years ended June 30, 2007 and 20086, the following levels of charity care were provided:

2007 2006
Estimated costs incurred for charity care 5 12272 § 11,519
Excess of cost over reimbursement for Medicaid patients
before the sffect of the provider tax 682,236 75,649

$ 81508 3 87,168

In 2007 UCMC recorded a net increase in operating income of $17,700 for 2006 and $1 7.700 for
2007 for the State of Htlinois Medicaid Provider Tax Program. In 2006 UCMC recorded no income
for this program. See Note 2 for further information on the Medicaid Provider Tax.

Insurance

UCMC and QV are included under certain of the University's insurance programs. Since 1977, the
University has maintained a self-insurance program for its medical malpractice liability. This
program is supplemented with commercial excess insurance. The University’s seli-insurance
retention was $10,000 per claim and unlimited in annual aggregale for the year ended June 30,
2007. Claims in excess of $10,000 are subject to an additional self-insurance retention limited to
$15,000 per ctaim and $15,000 in annual aggregate. The self-insurance retention for the year
ended June 30, 2006 was $15,000 per claim and unlimited in annual aggregate with claims in
excess of $15,000 subject to an additional self-insurance retention limited to $10,000 per claim and
$10,000 in annual aggregate.

The estimated liability for medical malpractice self-insurance is actuarially determined based upon
UCMC-estimated claim reserves and various assumptions, and represents the astimated prasent
velue of self-insurance claims that will be settled in the future, It considers anticipated payout
patterns as wall as interest to be earned on available assels prior to payment. Management
believes that an adequate provision has been recorded in the combined financial statemants for
estimatad liabilities.

A comparisan of the estimated liability for incurred malpractice claims (filed and not filed) and net
assets for the combined Universilty, UCMC and QV saif-insurance program as of June 30, 2007
and 2008, is presenied below:

2007 2006
Actuarial present value of self-insurance liability
for medical malpractice $ 181,550 § 162,547
Net assets available for claims $ 225487 § 172,626

if the present-value method were not used, the ultimate liability for medical malpractice self-
insurance claims would be approximately $45,500 and $41,300 higher than the amounts presented
above at June 30, 2007 and 2006, respectively. The interest rates assumed in determining the
present value for 2007 and 2006 was 6.25%. UCMC recagnizes as malpractice expense its
negotiated pro-rata share of the actuanally determined normai contribution, with gains and losses
amortized over six years, with na retroactive adjustment, as provided for in the Operating
Agreement.




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
{in thousands of dallars)

10.

Included in other current assets is $22,900 of maipractice premium prepaid to the Univarsity at
June 30, 20086,

UCMC designated $11,900 and $10,900 as of June 30, 2007 and 2006 as a workers'
compensation seif-insurance reserve trust fund. The self-insurance program investments consist
of 60% bonds and 40% marketable eguities. The spacitically identified claim requirements and
actuarially determined reserve requirements for unreported workers’ compensation claims wers
$6.600 and $6,900 as of June 30, 2007 and 2008, respectively. The University also charges
UCMC for its portion of other commercial insurance and self-insurance costs.

Pension Plans

Actlve Plans

A majority of UCMC's personnel participate in the University's defined benefit and contribution
pension plan. Under the defined bansfit portion of this plan, benefits are based on ysars of service
and the employee’s compensation during the last five years of employment. UCMC and the
University make annual contributions to this portion of the plan at a rate necessary {o maintain plan
funding on an actuarially recommended basis. UCMC recognizes its negotiated share of annual
contributions as expense. Contributions of $1,500 and $5,000 were made in the fiscal years ended
June 30, 2007 and 2006, respectively. LUCMC expects to make contributions of $11,300 for the
fiscal year ended June 30, 2008.

Under the defined contribution portion of the plan, UCMC and plan participants make contributions
that accrue 1o the benefit of the participants at retirement. UCMC's contributions, which are based
on a percentage of each covered employee’s salary, totalad approximately $2,700 and $2,900 for

the years ended June 30, 2007 and 2008, respectively.

The benefit obligation, fair value of plan assets and funded status for the combined University and
UCMC defined benefit and contribution pension plan as of June 30, 2007 and 2006, are shown
below:

2007 2006
Projected bensfit obligation $ 423,208 § 403,771
Fair value of plan assets 363,093 324,998
Deficit of plan assats over benefit obligation $ (60,115) & {78,773}
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(In thousands of dollars)

The weighted-average assumptions used in the accounting for the plan are shown helow;

2007 2006
Discount rate 6.4 % 6.4 %
Expected return an plan assets 8.0 % 8.0 %
Rate of compensation increase 4.2 % 4.2 %

Effective with the June 30, 2005 fiscal year end, the measurement date for the University plan was
changed from March 31 to June 30. The weighted average asset allocation for the plan is as

follows:
2007 2006
Domestic equities 65 % 66 %
international equity 21 20
Fixed income 14 14
100 % 100 %

Total benefits and plan expenses paid by the plan are $27,900 and $25,100 for the fiscal years
ended June 30, 2007 and 2008, respectivaly.

Expected future henefit payments excluding plan expenses are as follows:

Fiscal Year

2008 $ 19,819
2009 19,657
2010 20,873
2011 22,032
2012 23,791
2013-2016 147,021

Certain UCMC personne! parlticipata in a contributory pension pfan. Under this plan, UCMC and
plan participants make annual gontributions to purchase annuities equivalent to retirement benefits
earned. UCMC's pension expensa for this plan was $3,600 and $3,200 for the yoars ended

June 30, 2007 and 2006, respectively.
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(in thousands of dollars)

Curtailed and Frozen Plan
In June, 2002, UCMC assumad sponsorship of a plan which covers employess of a former affiliate.
Participation and benafit accruals are frozen. All benefit accruals are fully vestad,

Components of nat pariodic pension cost and other amounts recognizad in unraestricted net assets
include the foliowing:

Years Ended June 30,

2007 2006
Net periodic pension cost
Interest cost $ 2987 & 2,753
Expected retum on plan assets {2,926} {2,677}
Amaortizalicn of unrecognized
net actuarial loss 75 331

Nat periodic pensian cost 136 207

Other changes in plan assets and benefit obligations
recegnized in unrestricled net assets '

Additional minimum Hability (2,210} (7 ,607)
Net other changes in unrestricted net assets {2,210) {7,607}
Total recognized in net periodic pension cost and
unrastricted net assets $ (2.074) § {7,400}

In accordance with Statement of Financial Accounting Standards No. 87, Employer's Accounting
for Pensians, UCMC recorded an additional minimum pension liability for tha underunding of the
plan, representing the excess of the accumulated bensfit obligation over the fair value of the plan
assats, adjusted for praviously recorded pension iiabilities. For the years ended June 30, 2007 and
2006, the additianal minimum pension liabitity was decreased by $2,210 and $7,607, respectivaly,
The amounts are retlected as a change in additional minimum pension liability in other changes in
net assets in the accompanying consclidated statements of oparations.

On June 30, 2007, UCMC adopted Statement of Financial Accounting Standards Number 158,
“Employer’s Accounting for Defined Benefit Pensian and Other Postretirement Plans.” There was

no transition period benefit cost,
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
(in thousands of dollars)

The following tables set forih additional required pension disclosure information for this plan;

Years Ended June 30,

2007 2006
Change in projected benefit obligation
Benefit obiigation at baginning of year $ 43,010 56,602
Interest cost 2987 2,753
Unrecognized net actuaria! (gain) loss 161 {7.815)
Benefits paid (2,635) (2,530)
49,523 49,010
Change in plan assets
Fair value of plan assets at beginning of year 37,312 37,504
Actual retum on plan assets 5,222 2,338
Employer contribution 2,077 .
Benefits paid (2,635) {2,530)
41,976 37,312
Funded status at end of year $ {7,547) {11,698)

Amounts recognized in the balance sheet are included in noncurrent liahilities.

Accumutated plan benefits equal projected plan benefits. Assumptions used in the accounting for

the net periodic pension cost were as follows:

2007 2006
Discount rate 6.2 % 6.3 %
Expected return on plan assets 8.0 % 8.0 %
Rate of compensation increase N/A N/A
Weighted average asset allocations for plan assets are as follows:

2007 2006
Cash 2% 2%
Fixed income 32 a7
Domestic equities 51 49
International squities 15 12

100 % 100 %

The target asset allocation is 50% equities and 40% fixed income. The expected return on plan

assets is based on historical investment returns for simitar investment portfalios,
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The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
{in thousands of dollars)

UCMC expects to make contributions of $4,000 to the pfan in the fiscal year ending June 30, 2008,
Expected future benefit payments are:

Fiscal Year
2008 3 3,305
2008 3,400
2010 3,469
2011 3,508
2012 3,573
2013-20186 18,707
11.  Concentration of Credit Risk
As a hospital, UCMC is potentially subject to concentration of credit risk from patient accounts
receivable and certain investmants. Investments, which include government and agency
securities, stocks and corporate bonds and private equities, are not concentrated in any
corporation or industry or with any single counter-party. UCMC receives a significant portion of its
payments for services rendered from a limited number of government and commercial third-party
payors, including Medicare, Medicaid, and Blue Cross. UCMC has nat historically incurred any
significant credit Josses outside the normat course of business.
12. Restricted Net Assets

Temporarily restricted net assets are available for the following purposes as of June 30, 2007 and
2006:

2007 20086
Pediatric healh care $ 3557 % 2,780
Adult health cara 833 1,498
Educational and scientific programs 771 704
Capital and cther purposes 41,782 65,543
Total $ 46,943 § 70,525

Income from permanently restricted net assets at June 30, 2007 and 2006 is restricted for;

2007 20086
Pediatric health care $ 1,807 % 1,594
Adult health care 1,928 1,927
Educational and scientific programs 2,295 2,295

Total 5 6030 3 5,816




The University of Chicago Medical Center
Notes to Combined Financial Statements

June 30, 2007 and 2006
{in thousands of dollars)

13.

14.

15.

Functional Expenses

Total operating expenses by function are as follows:

2007 2006
Heailth care services $ 836,010 % 850,776
General and administrative 100,654 80,126
Total $ 1036664 § 940,902

Contingencies

UCMC is subject to compiaints, claims and litigation which have risen in the normal course of
business. in addition, UCMC is subject to reviews by various federal and state government
agencies to assure compliance with applicable laws, some of which are subject to differant
interpretations. While the outcome of these suits cannot be determined at this time, management,
based on advice from legal counsel, believes that any loss which may arise from these actions will
nat have a material adverse effect on the tinancial position or resulls of operations of UCMC.

Friend Family Health Center (FFHC)

FFHC was incorporated in June 1997 to provide primary care 1o economically challenged and
medically high-risk popuiations on Chicago’s South Side, and was designated a Federally Qualitied
Health Center in October 1998. FFHC is a separate not-for-proefit Illinois corporation which is not
controlled by UCMC.

UCMC subleases facilities to FFHC in the Friend Building located near its main facilities, and
provides securily and information services 1o FFHC al cost. Certain members of UCMC's medical
staft provide physician services at FFHC,

UCMC has provided $7,800 of cumulative support to offset FFHC operating losses, towards which
$2,000 has been provided by the Emanuei Friend Trust, a charitable trust established in Chicago in
the 1930s. Support from the Trust is provided under a, 1994 agresment with UCMC.
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PRICENATERHOUSE(COPERS

PricewaterhouseCoapars LLP
Cie North Wacker

Chicago iL 60606

Telephone (312) 298 2000
Facsimile (312 298 2001

Report of Independent Auditors on the Accompanying Combining Information

To the Board of Trustees of
University of Chicago Medical Center:

The report on our audit of the combined financial statements of The University of Chicago Medical
Center as of June 30, 2007 and 2006 and for the years then ended appears on page one of this
document. Those audits were conducted for the purpose of forming an opinion on the combined
financial statements taken as a whole. The combining information is presented for purposes of
additional analysis of the combined financial statements rather than to present the financial position
and results of operations of the individual entities. Accordingly, we do not express an opinion on the
financial position and results of operations of the individual entities. Hawever, the combining
information has been subjected to the audifing procedures applied in the audits of the combined
financial statements ang, in our opinion, is fairly stated in all material respects in ralation to the
combined financial statements taken as a whole.

FRisvelbnoe Lopoa S

September 14, 2007
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PRCEVATERHOUSE(COPERS 3

PricowaterhpuseCoopers LLP
One Norlh Wacker

Chitaga, I 606065

Telephone (312) 298-2000
Facsimile {312) 298-2001

Report of Independent Auditors

To the Board of Trustees of
The University of Chicago Hospitals and Health System:

In our opinion, the accompanying combined balance sheets and the related combined staternents of
operations, changes in net assets and cash flows present fairly, in all material respects, the financial
position of The University of Chicago Hospitals and Health System (UCHHS) at June 30, 2006 and 2005,
and the results of their opcrations, their changes in net assets and their eash flows for the vears then ended
in conformity with accounting principles generally accepted in the United States of America. These
financial statements are the responsibility of UCHHS' management. Our responsibility is to express an
opinion on these financial statements based on our audits. We conducted our audits of these statements in
accordance with auditing standards generally accepiced in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes exarnining, on a tes! basis, evidence
supporting the amounts and disclosures in the financial staternents, assessing the accounting principles
used and significant estitnates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion,

TRt Lopoa

Septemnber 19, 2006




The University of Chicago Hospitals and Health System
Combined Balance Sheets

June 30, 2006 and 2005
{in thousands of dollars)

2006 20058
Asscts
Current assels
Cash and cash equivalents 3 21,726 $ 47,948
Accounts receivable, less allowance for doubiful
accounts for 2006 - $35,125 and 2005 - $38,760 109,911 109,171
Current portion of investments limited to use 776 685
Current portion of pledges reccivable 11,438 9,455
{QOther current assets 41,924 33,956
Tatal current assets 185,775 206,215
Investments limited to use, less current portion
Construction and capitalized intcrest finds 7,048 -
Donor-restricted 27,149 5,242
Seif-insurance 10,867 9,776
Board designated investments 566,425 468,187
Property, plant and equipment, net 497 344 466,455
Pledges receivable, less current portion 15,708 8,330
Other asscts, net 10,413 15,230
Total assets § 1,320,729 § 1,1795.435
Liabilities and Net Assets
Current liabilities
Accounts payable and accrued expenses g 95,816 & 92,500
Current portion of long-term debt 7,390 7,120
Current portion of other long-term liabilities 1,340 1,678
Current poriion of estimated third-party payor settlements 65,588 44,452
Due to University of Chicago 18,477 17,970
Taotal current liabilities 188,611 163,720
Other liabilities
Self-insurance liabilities 6,939 7,238
Long-term debt, less current portion 364,120 142,931
Other long-term liabilities, less current portion 85,312 88,623
Total liahjlities 644,977 602,512
Met assets
Unrestricted 555,411 535,347
Temporarily restricted 70,525 35919
Permanently restnicted 5,816 5,657
Total net assets 675,752 576,923
Total liabilities and net assets $ 1320,729 5 1,179,435

The accompanying notes are an integral part of the combined financial statements.
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The University of Chicago Hospitals and Health System

Combined Statements of Operations

Years Ended June 30, 2006 and 2005
{in thausands of dollars)

Operating revenues

Nct patient service revenuc

Other operating revenues and net asseis releascd
from restrictions

Total operating revenues

Operating expenses

Salaries, wages and benefits
Supplies and other

Insurance

Provision for doubtful accounts
Interest

Medicaid provider tax
Depreciation

Total operating expenses
Income from operations

Nonoperating gains (losses)
Investment income and unrestricted gifis, net
QOther. net

Excess of revenucs over expenses
Other changes in pet assets
Change in unrcalized pains on investinents

Transfers to University of Chicago
Net asscts released for capital purchases

Cumulative effect of change in acconnting principle -

conditional asset retirement obligation
Adjustment to minimum pension liability
Other, net

Increasc in unrestricted net assets

The accompanying notes are an integral part of the combined financial staterments.
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2006 2005
$ B39,509 § 834,809
44,482 33,706
883,091 868,515
439,559 393,709
301,645 265,397
25,380 20,905
44,236 50,947
13,994 9,191
- 14,612
46,647 43,994
871,461 798,755
12,530 69,760
59,402 29,959
(196) 76
71,736 99,795
2,248 16,145
(15,000) (15,000)
4,857 12,402
(7,939) -
7,607 (8,471)
555 2,206
$ 64,064 $ 107,077




The University of Chicago Hospitals and Health System

Combined Statements of Changes in Net Assets

Years Ended June 30, 2006 and 2005
{in thousands of dollars)

Unrestricted net assets

Excess of revenues over expenses

Change in unrealized gains on investments

Transfers to University of Chicago

Net assets released for capital purchases

Cunrulative effect of change in accounting principle -
conditional asset retirement obligation

Adjustment to minimum pension liability

Othcr, net

Increasc in unrcstricted net assets

Temporarily restricted net assets
Contributions

Net assets reteascd from restrictions used for
operating purposes

Net assets released for capital purchases

Increase (decrease) in temporarily restricted net asscts

Permanently restricted net asscts
Contributions and other

Increase in net assets
Net asscts at beginning of year
Net asscts at end of year

The accompanying notes are an integral part of the combined financial statements.
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2006 2005
71,736 % 99,795
2,248 16,145
(15,000) {15,000)
4,857 12,402
(7,939 .
7,607 (8,471}
555 2,206
64,064 107,077
41,712 1,367
(2,249} (1,984)
(4,857) (12,402)
34,606 {13,019)
159 (7)
98,929 94,051
576,923 482 372
675,752 5 576,923




The University of Chicago Hospitals and Health System
Combined Statements of Cash Flows

Years Ended June 30, 2006 and 2005
(in thousands of dollars)

2006 2005

Cash flows from operating activities

Increase in net assets $ 93,829 § 94,051
Adjustments to reconcile change in net assets 1o net cash

provided by operating activities

Net change in unrcalized prains on investments (2,248) {16,427)
Transfers to University of Chicago 15,000 15,000
Restricted coniributions {41,871) {1,360)
Other changes in unrcstricted net assets {49,571) 6,265
Cumulative effect of a change in accounting principle 7,939 -
Loss on disposal of assels 197 217
Depreciation and amortization 46,728 44,070
Increase (dccrease) in cash resulting from a change in;
Patient accounts receivable, net (740) (6,767)
Other assets 1,571 {(3.477)
Accounts payable and accrued expenses 3316 7,628
Due to the University of Chicago 507 3,642
Estimated scttlements with third-party payors 17,283 2,879
Sell-insurance liabilities (304} 492
Other liabilities (3,230) (960)
Net cash provided from operating activities 93,406 145,253
Cash flows from investing activities
Purchases of property, plant and equipment (77,851} (98,366}
Decrease in notes recefvable 36 2,494
Deposits to construction and capitalized interest funds {28,814} -
Uses of construction and capilalized interest funds 21,741 15,817
Purchases of investments (169,230) (122,914)
Sales of inveslments 94,758 66,440
Net cash used in investing activities £159,140) (136,529)
Cash flows from financing activities
Proceeds from issuance of long-tern debt 29,000 -
Payments on long-term ohligations (7,306) (7.203)
Transfers paid to the University of Chicago, nct (14,492) {15,000}
Restricted contributions 32,510 5,944
Net cash used in financing activities 39.712 {12,259)
Net increase (decrease) in cash (26,222) (3,535)
Cash and cash equivalents
Beginning of year 47,948 51,483
End of year 3 21,726 § 47948

The accompanying notes are an intcgral part of the combined financial statements.
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The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements
June 30, 2006 and 2005

{In thousands of dollars)

1. Organization

The University of Chicago Hospitals (“UCII™), an Illinois not-for-profit corporation, operates the
Bemard Mitchell Hospital, the Chicago Lying-in Hospital, the University of Chicago Comer
Children’s Hospital and the Duchossois Center for Advanced Medicine {("DCAM”). Effective
August 7, 2006, The University of Chicago Hospitals was renamed The University of Chicago
Medical Center (the “Medical Center").

The University of Chicago (the “University™), as the sole corporate member of UCH, elects
UCH's Board of Trustees (the “Board™). The Chief Executive Officer, who will be the Vice
President for Medical Affairs at the University, shall be appointed by the President of the
University, subject to the consent of the Medical Center Executive Committee and final approval
of the University’s -Board of Trustees. The relationship between UCH and the University is
defined in an Affiliation Agreement and an Operating Agreement, both dated Octoher 1, 1986,
The Operating Agreement was amended and a Lease Agreement between the Un iversity and
UCH was entered into as of Junc 30, 1937 (see Note 3). Additional Icase agreements have been
entered into from time to time,

QV, Inc. {"QV") is an affiliated not-for-profit corporation operating clinics in the Chicago area.
QV has certain Board members cormon to UCH. UCH and QV are collectively referred to as
the University of Chicago Hospitals and Health System (*UCHHS™). The combined financial
statements include the assets, labilitics and operating results of UCH and QV. Significant
intercompany accounts and iransactions have been eliminated.

UCH and QV are tax-exempt organizations under Section S5CI{e)}(3) of the Intemal Revenue
Code. Accordingly, no provision for income taxes related to these entities has beea made.

2. Summary of Significant Accounting Pelicies

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting peried. Actual results could differ from those estimates. The
most significant estimates arc made in the areas of patient accounts receivable, accruals for
settlements with third-parly payors, and accrued compensation and benefits.

Fair Value of Financial Instruments

The fair value of financial instruments approximates the camrying amount reported in the
combined balance sheets for cash and cash equivalents, investments, investments lirited as to
use, patient accounts receivable, accounts payable and long-term debt.
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The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements
June 30, 2006 and 2005

{In thousands of dolars)

Cash and Cash Equivalents
Cash and cash equivalents represent money market and highly liquid debt instruments with a

matunty at the date of purchase of three months or less.

Inventory
UCH values inventories at the lower of cost or market. In 2006 and 2005, UCH began

inventorying certain operating room supplies that had been previously expensed as purchased.
The cumulative effect of this accounting change related to prior years was approximately $100
and $1,300 and is reflected in other changes in net assets in the accompanying statement of
operations for the years ended June 30, 2006 and 2005, respectively,

Investments

Marketable investments are measured at fair value based on quoted market prices. Investment
income or loss {including realized gains and losses on investments, impairment losses, interest
and dividends) is included in the excess of revenucs over expenses unless the income or loss is
restricted by the denor or the law, The change in net unrealized gains and losses on investments
is excluded from the excess of revenues over expenses.

Private equity, real cstate and absolute return investments are measured on the equity method.
The value of these investments is based on valuations provided by external investment managers
as of March 31, adjusted for cash receipts, cash dishurscments and securities distributions
through June 30. These valuations necessarily involve estimates, appraisals, assumptions and
methods which are revicwed by management. All chan ges in the value of these investments are
included in the excess of revenues over expenses.

Some of UCH’s investments are part of the University’s Total Return Investment Pool (TRIP),
UCH aecounts its investments in TRIP based on its share of the underlying securitics and records
the investment activity as if UCH owned the investments directly.

Investments Limited as to Use

Investments limited as to use primarily include assets held by trustees under debt and other
agreements and designated asscts set aside by the Board of Trustees for future capital
improvements and other specific purposes, over which the Board retains control and may at their
discretion subsequently use for other purposcs.

Derivative Instruments
UCH had an interest rate swap agreement to manage its exposurc 1o interest rate movements by

effectively converting a portion of its debt to a fixed rate from a variable interest rate. This
agreement involved the exchange of variable rate payments for fixed rate paymenls con a stated
notional amount, and expired in September 2004. Management had determined that the interest
rate swap was cffective as defined by Statement of Financial Accounting Standards (SFAS)

No. 133, “Accounting for Derivative Instruments and Certain Hedging Activities” and
accordingly had utilized hedge accounting. Thercfore, the change in the fair value of the interest
rate swap was excluded from excess of revenues over expenses and reported as a change in
unrestricted net assets.
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The University of Chicago Hospitals and Heaith System
Notes to Combined Financial Statements
June 30, 2006 and 2005

{in thousands of dollars)

Property, Plant and Equipment

Property, plant and equipment are reported on the basis of cost less accumulated depreciation

and amortization. Donated items are recorded at fair market value at the date of contribution.

The carrying valuc of property, plant and equipment is reviewed if the facts and circumstances

suggest that it may be impaired. Depreciation of property, plant and equipment is calculated by

use of the straight-Tine mcthod at rates intended to depreciate the cost of assets over their

. estimated useful lives, which generally range from three to forty years. Intercst eosts incurred on
burrowed funds during the period of construction of capital assets, nct of any interest earned, are

capitalized as a component of the cost of acquiring those assels,

Asset Retircment Obligation
On June 30, 2006 UCH adopted Financial Accounting Standards Board Interpretation No. 47

(FIN 47), “Accounting for Conditional Asset Retirement Obligations,” FIN 47 requircs that a
liability be recognized for the fair value of u le gal obligation to perform asset retirement
activities that are conditional on a future event if the amount can be reasonably estimated. Upon
recognition of a liability, the asset retirement cost is recorded as an increase in the carrying value
of the related long-lived asset and then depreciated over the life of the asset. The UCH assct
retirement obligations arise primarily from regulations that specify how to disposc of asbestos if
facilities are demolished or undergo major renovations or repairs. UCH's obligation to remove
ashcstos was estimated using site-specitic surveys where available and a per square foot estimaie
where surveys werc unavailable,

As a result of an cvaluation of available asbestos remediation estimates, UCH recorded liabilities
of $8,000 for the asset retirement obligations, Accumulated depreciation was measured from the
date the liability and capitalized asset would have been recognized if FIN 47 were in effect when
UCH incurred the liability. Based on this, all the assets were fully depreeiated at June 30, 2006.
Accordingly, the entirc $8,000 cumulative cffect of this change in accounting principle was
recorded as & reduction in unresiricted net assets in fiscal 2006.

Pledges Recejvable
Pledges are recorded at the present value of their estimated future cash {low. Estirnated future

cash flows due after onc year are discounted using interest rates commensurate with estimated
collection risks.

Other Assets
Other assets include deferred financing costs, which are amottized over the term of the related

obligations,

Net Asscts
Permanently restricted net assets include the historical doliar amounts of gifts that are required

by donors to be permanently retained. Temporarily restricted net assets include gifts, which can
be expended but for which restrictions have not yet been met. Such restrictions include purpose
restrictions where donors have specificd the purpose for which the net assets are to be spent, or
time restrictions imposed by donors or implied by the nature of the gift (such as pledges to he
paid in the future) or by interpretations of law,




The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements
June 30, 2006 and 2005

{in thousands of dollars)

Realized gains and losses are classified as unrestricted net assets unless they are restricted by the
donor or taw. Unrestricted net assets include all the remaining net assets of UCH. See Note 12
for further information on the composition of restricted net assek.

Gifts and Grants

Unconditional promises to give cash and other assets to UCH are reported at fair value at the
date the promise is received. Conditional promises to give are recognized when the conditions
are substantially met. Thc gifis are reported as either temporarily or permanently restricted
support if they are reccived with donor stipulations that limit the use of the donated assets.
Donor-testricted contributions whose restrictions are met within the same year received arc
reported as unrestricted gifts in the accompanying financial statements.

Gifts of cash or other assets that must be used to acquire long-lived asscis are reported as
additions to temporarily restricted net assets if the gifis are not expended or placed in service

during the year.

Statement of Operations

All activities of UCH deemed by management to be ongeing, major and central to the provision
of healtheare services, are reported as operating revenues and cxpenses, Other activitics deemed
to be nonoperating include unrestricted gifts and certain investment income (including realized
gains and losses).

UCH recognizes charnges in accounting estiinates related to third- party payor settlements as more
experience is acquired. Adjustments to prior year estimates for these items resulted in an
increase in net patient service revenues of $8,000 in 2006 and $10,000 in 2005. In addition,
UCH received $12,000 in 2006 in scttlement of claims against a bankrupt HMO dating from the
carly 1990's,

The statement of operations includes excess of revenues over expenses, Chanpes in unrestricted
net assets that are excluded from exeess of revenues over expenses include changes in unrcalized
gains and losses on investments, transfers to the University, contributions of long-lived assets
releascd from restrictions (including assets acquired using contributions which by donor
restriction were to be used for acquisition of such assets) and additional minimum pension
liabilities.

Net Patient Service Revenue, Accounts Receivable and Allowance for Doubiful Accounts
UCH maintains agreements with the Social Security Administration under the Medicare
Program, Biue Cross and Blue Shield of Illinois, Inc. (Blue Cross), and The State of Tllinois
under the Medicaid Program and various managed care payors that govern payment to UCH for
services rendercd to patients covered by these agreements. The a greements generally provide for
per casc or per diem rates or payments based on allowable costs, subject to certain limitations,
for inpatiunt care and discounted charges or fee schedules for outpatient care.

Net patient service revenue is reported at estimated net realizable amounts from paticnts, third
party payors, and others for scrvices rendered and includes estimated retroactive revenue
adjustments due to fiture audits, reviews, and | nvestigations. Retroactive adjustments are
considered in the recognition of revenue on an cstimated basis in the period the related services
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The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements
June 30, 2006 and 2005

{in thousands of doliars)

are rendered, and such amounts are adjusted in future periods as adjustments become known or
as years are no longer subject to such audits, reviews and investigations. Contracts, laws and
regulations governing Medicare, Medicaid, and Blue Cross are complex and subject to
interpretation.  As a result, there is at least a reasonable possibility that recorded estimates will
change by a material amount in the near tenn. A portion of the accruatl for settlements with
third-party payors has been classificd as long-term because such amounts wilt not be paid within
one year,

The process for estimating Lhe ultimate collectibility of receivables involves significant
assumptions and judgment. UCH has implemented a standardized approach to this estimation
based on the payor classification and age of outstanding receivables. Account balances are
written off against the allowance when management feels it is probable the receivable will not be
recovered. The use of historical collection experience is an integral part of the estimation of the
reserve for doubtful accounts. Revisions in the reserve for doubtful accounts are recorded as
adjustments to the provision for doubtful accounts.

Hospital Assessment Program/Medicaid Provider Tax

In December 2004, the State of [{linois, after receivin g approval by the federal government,
implemented a hospital assessment program. This program was approved for the period May 8,
2004 through June 30, 2005. The program assessed hospitals a provider lax based on occupied
bed days and provided increases in hospitals’ Medicaid payments. Since this program was not
approved in 2004, no amounts were included in the 2004 stalement of operations. Included in
the 2005 statement of operations is a net increase in the performance indicator of approximately
$15,200 which represents approximately $29,800 in additional Medicaid payments offset by
approximately $14,600 in a Medicaid provider tax. At the printing of this repott, the Centers for
Medicare and Medicaid Services (CMS) had not yet approved the hospital assessment program
for 2006 and, as a result, no amounts were recorded in the 2006 financial statements,

3. Agrecments and Transactions with the University

The Affiliation Agreement with ihe University provides, among other things, that all memhers of
the medical staff will have academic appointments in the University. The Affiliation Apreement
has an initial term of 40 ycars ending October 1, 2026 unless sooner terminated by mutual
consent or as a result of a continuing breach of a material obligation therein or in the Operating
Agreement. The Affiliation Agreement automatically renews for additional successive 10-year
terms following cxpiration of the initial term, uniess either party provides the other with at least
two years' prior written notice of its election not to renew.

The Operating Agreement, as amended, provides, among other things, that the University gives
UCH the right to use and operate certain facilities. The Operating Agreetnent is coterminous
with the Affiliation Agreement.

The Leasc Agreements provide, among other things, that UCH will lease from the University
certain of the health care facilities and land that UCH opcrates and eccupies. The Lease
Agreements are coterminous with the A [filiation Agreement,
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The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements
June 30, 2006 and 2005

{in thousands of doliars)

UCH purchases various services from the University, including certain employee benefits,
utilities, security, telecommunications and insurance. In addition, certain UCH accounting
records are maintained by the University. During the years ended June 30, 2006 and 2005, the
University charged UCH approximately $44,500 and $39,100, respectively, for utilities, security,
telecommunications, insurance and overhcad.

The University’s Division of Biological Scicnces (“BSD") provides physician services for
LICHHA. Tn 2006 and 2005, UCHHS recorded 569,500 and $56,200, respectively, in expense

refated to these services.

UCHHS" Board of Trustees adopicd a plan of support under which it would provide $15,000
annually to support BSD’s programs. All commitments under this plan are subject to the
approval of UCHHS® Board of Trustees and do not represent fepally binding commitments until
such approval. Unpaid portions of commitments approved by the UCHHS Board of I'rustees arc
reflected as currcnt labilities, In 2006 and 2005, UCH committed ta net asset transfers of’
£15,000 to the BSD.

4. Investments and Investments Limited as to Use

Construction and capitalized interest funds consist primarily of bonds and cash and cash
equivalents.

The composition of investments and investments limited as to use is as follows:

2006 2005
Separately invested
Domestic fixed ineome 154403 % 108,230
Domestic public equities 232,847 186,386
Real estate 6,011 4,924
Private equity 19,241 17,994
Intemational public cquities 2,037 445
Cash equivalents 1,407 135
415,946 J18.114
Invested with TRIP
Domestic fixed income 16,571 18,299
Domestic public equities 23,659 35,107
Real estate 19,454 11,751
Private equity 21,876 25288
Internatianal public cquitics 46,919 28,5606
Absolute return 48,607 27,067
High yicld bonds - 7,561
Cash cquivalents 542 716
177,628 155,315

Total investments $ 593,574 § 473,428




The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements

June 30, 2006 and 2005

(in thousands of dollars)

Investments and investment limited as 1o use are recorded as follows:

2006 2005
Investments limited to use, less current portion
Danor restricted 3 27,149 § 5,242
Board designated investments 566,425 468,187
Tolal investments $ 593,574 § 473429
Board designated funds limited to use consist of:

2006 2005
Board designated for capital renewal § 150878 % 138,488
Board designated for endowment 238,558 174,882
Board designated for academic rencwal 4,800 4,800
Board designated endowment in TRIP 172,189 150,017

$ 566,425 § 468,187

The composition of investment income and unrestricted gifts, net is as follows for the years
ended June 30, 2006 and 2005:

2006 2005
Interest and dividend incomne, net _ b 14,213 % [2,155
Realized gains (losses) on sales of securitics
and equity adjustment in private equities, net 44 491 17,306
Unrestricted gifts 698 531
[nvestment impairments - {33)

3 50402 % 29,959

UCH also invests in private equity limited partnerships. As of June 30, 2006, UCH has

comunitments of $35,900 to fund private equity limited partmerships, approximately $31,600 of
which have been funded.

5. Property, Plant and Equipment

The components of property, plant and equipment as of June 30, 2006 and 2005, are as follows:

2006 20058
Land and land rights : 3 33,093 g 26,415
Buildings and improvements 512,399 500,512
Equipment : 317,205 302,129
Construetion in progress 91,560 53,061
954,257 882,117
Less accumulated depreciation {456,913) (415,662)
Total property, plant and cquipment, net 5 497344 § 466,455
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The University of Chicago Hospitals and Health System

Notes to Combined Financial Statements

June 30, 2006 and 2005
(in thousands of dollars)

UCH’s net property, plant and equipment cost includes approximately $17,400 representing
assets under capital leases with the University, which are stated at the University’s historical
cost. The cost of buildings that are jointly used by the University and UCH is allocated based on
the lease provisions. In addition, land and land rights includes approximately $26,300, which

represents the unamortized portion of initial fease payments made fo the University.

Interest costs aggregating $200 and $3,100 were capitalized in 2006 and 2005, respectively.

6. Long-Term Debt

Long-term debt as of June 30, 2006 and 2005, consists of the following:

Hlinois Health Facilities Authority Bonds
Revenue bonds, Series 2003 Scrial Bonds, 4.0% to 5.0%,
maturing from August 15, 2004 to August 15, 2014
Revenue bonds, Scries 2001 Serial Bonds, 5.05%,
maturing from August 15, 2005 to August 15, 2023
Revenue bond, Series 2001 Term Bond, 5.0%, maturing
August 15,2031
Revenue bond, Series 2001 Term Bond, 5.1%, matering
August 15, 2034
Variable Rate Demand Revenue Bonds, Scries 1998,
4.0%, maturing through August 1, 2026
Adjustable Rate Revenue Bonds, Serics 1994C, 4.0% at
June 30, 2006, maturing through August 15, 2026
Illinois Educational Facilitics Authority Bonds
Commercial Paper Revenue Note, Series 2005
(pooled financing program), 3.5% at June 30, 2006,
maturing September 1, 2035
Commercial Paper Revenue Note, Serics 1998
{pooled financing program), 3.5% at June 30, 2006,
maiuring November 1, 2028
Unamortized premium

Total obligations
Less current maturities
Long-tenn portion

2006 2005

$ 55840 S 60,740
35,605 36,725
28,100 28,100
24,065 24,065
112,000 114,000
55,400 55,400

29,000

27 866 27,866
2,734 3,155
371,510 350,051
(7.390) (7,120)

§ 364120 § 342,93

The carrying value of long-term debt does not differ materially from its estimated fair value as of
June 30, 2006 and 2005, based on the quoted market prices for the same or similar issues.
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The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements

June 30, 2006 and 2005

(in thousands of dollars}

Scheduled annual repayments for fiscal years 2006 through 2010 are as follows:

7 2008 2009 2010 11 Therenfter
Revenuc Bonds,
Series 2003 $ 5,325 b 5.135 3 5,845 3 5,415 $ 6,195 3 27,725
Revenue Bonds,
Senies 2001 1,163 1000 2,008 1,400 1,470 79,735
Revenue Bonds,
Series 1598 400 1,400 1,000 [,600 1,300 106,700
Revenue Ronds,
Sengs 1994C - - - - . 53,400
Pooled Financing 2005 - - - . - 29,000
Pooled Financing 1908 - - - - - 27,866

$ 7390 S 8335 §  BB4S S 8615 § 8965 326426

[tr August 2003, the lllinois Health Facilities Authority (“IHFA”) issued $65,290 of fixed rate
Revenue Refunding Bonds, Series 2003 on behalf of UCHHS in order to redeem Revenue
Refunding Bonds, Series 1993A, 1993B-1, and 1993B-2. The Series 2003 bonds are due
between August 15, 2004 and August 15, 2014 and bear interest at rates between 4% and 5%.
The Series 2003 bonds are subject to redemption afler August 15, 2013,

In Septermber 2001 the IHFA issued $36,725 of Revenue Bonds Series 2001 (Serial Bond) and

"$28,100 of Revenue Bonds Series 2001 (Term Bond 2031) and $24,063 of Revenue Bonds
Series 2001 (Term Bond 2036), (collectively, the “Series 2001 Bonds™) on behalf of UCH for
the construction and equipping of the new University of Chicago Comer Children’s Hospital.
The Series 2001 Serial Bonds, due August 15, 2023, and the Term Bond 203 I, due August 15,
2031, are subject to redemption after August 15, 2011. The Term Bond 2036, due August 15,
2036, is subject to redemption after August 15, 2008.

In August 1998, the THFA issued $119,500 of Variable Rate Demand Revenue Bonds,

Series 1998 (the “Series 1998 Bonds™) on behalf of UCH to advance refund the Series 1994A
and 1994B revenue notes. The variable rate of interest on the Series {998 Bonds may be
changed or converted to a fixcd interest rate at any time subject to certain requirements set forth
in the Bond Indenture. The Series 1998 Bonds may be redeemed at certain times prior to their
maturity and at certain premiums, depending on the mode of interest that is in effect. In
connection with he issuance of the Series 1998 Bonds, UCH had entered into an interest rate
exchange agreement in which UCH paid a fixed ratc of 4.5% and received a variable rate based
upon the BMA index. The interest rate exchange agreement expired on September 1, 2004,

In June, 1994, THFA issued $55,400 of Adjustable Rate Revenue Bonds Series 1994C

("Scries 1994C Bonds”) (eollectively the “Series 1994 Bonds™) on behalf of UCH to redeem the
outstanding adjusiable rate Revenuc Bonds, and to provide funding for the development of the
Duchossois Center for Advanced Medicine (the "DCAM™). Interest on the Series 1994C Bonds
1s payahle in one of seven variable modes of interest determination, as defined in the Series 1994




The University of Chicago Hospitals and Health System
Notes to Combined Financial Statements

June 30, 2006 and 2005
(in thousands of dollars)

Bond Indenture (“Bond Indenture”). The variable modes of interest may be changed at any time
at the discretion of UCH, subject to certain requirements set forth in the Bond Indenture. The
Series 1994C Bonds may be subjcct to mandatory conversion to a fixed interest rate in certain
circumstances, as defined in the Bond Indenturc. The Series 1994C Bonds are subject to
redemption under certain conditions as defined in the Bond Indenture. The Series 1994C Bonds
may be redeemed with a descending premium beginniny at 2%,

Each of the IHFA bond series is collateralized by accounts receivable and subject to certain
restrictions. The Series 1994, Series 1998, Serics 2001 and Series 2003 Bonds are guaranteed by
2 municipal bond insurance policy. The restrictions under the respective debt agreements
include financial ratio requirements, the most restrictive of which is {0 maintain a minimum debt
service coverage ratio of 1.1:1.

In September 2005 the Iilinois Educational Facilities Authonity (IEFA) issued $29,000 of
variable rate demand revenue bonds on behalf of UCH to finance a new Pediatric Emergency
Department. The bonds can be redcemed at any time without penalty. These bonds mature
through September 2035.

fn November 1998 the IEFA issued $27.866 of variable rate demand revenue bonds on behalf of
UCH to finance a parking garage and additional clin ic space in the DCAM. The bonds can he
redeemed at any time without penaity. These bonds mature through November 2028.

Payment on each of the IEFA bonds is collateralized by a letter of credit maturing November
2008. The letter of credit is subject to certain restrictions, which include financial ratio
requirements and consent to future indebiedness. The most restrictive financial ratio is to
maintain a debt service coverage ratio of 1.1:1.

The original issue discount related to the Series 2001 issue is $1,080 and the original premivm
related to the Series 2003 issue is $4,966, respectively, These amounts are amortized over the

term of the bonds, and arc included in interest expense in the accompanying statements of
operations.

UCHHS paid interest of approximately $13,100 and §1 1,800 in 2006 and 2005, respectively.

UCHHS has a $15,000 line of credit from a commercial bank. As of june 30, 2006 and 2005, no
ainount was outstanding.

i5
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June 30, 2006 and 2005
{in thousands of doliars)

7. Commitments

Leases
UCH has capital and noncancelable operating leases for certain buildings and equipment. Future

minimum payments required under noncancelable operating and capital leases as of June 30,
2006 and 2005 are as follows:

Operating Capital

Year ending June 30

2007 $ 2,202 % 1,654
2008 1,748 1,603
2009 1,579 1,618
2010 1,292 1,120
2011 and thereaficr 1,993 1,100
Total minimum lease payments s 8,814 7,104
Less - Amount representing interest 984
Present value of net minimum capital lease payments 5 6,120

Rental expense was approximtately $6,000 and $5 ,300 for the years ended June 30, 2006 and
2005, including a $500 annual rental of a parking garage from the University. The amount of
total assets capitalized under these leases at June 30, 2006 and 2005, is $12,700 and $12,500,
respectively, with related accumuiated depreeiation of $6,800 and $5,700, respectively.

Construction Projects
UCH 15 constructing a new building that will include a Pediatrics Emergency Department on the

first floor and three floors of shelled space. The total estimated cost of the new buildin gis
approximately $51,800, and it is cxpected to open i December, 2006. As of June 30, 2006, total
oulstanding commitments on the project amounted to approximately $39,200, of which
approximately $26,000 has been recorded in construction in progress.

UCH is constructing a new ten story parking garage that will include office space and 1,009
parking spaces for UCH staff. The total estimated cost of the new parking garage is
approximately $49,900, and it is cxpected to open in May, 2007. As of June 30, 2006, total
outstanding commitments on the project amounted 1o approximately $40,500, of which
approximately 83,600 has been recorded in construction in progress. A portion of this project
will be reimbursed by the University.

8. Charity Care

UCH’s policy is to treat patients in immediate need of medical services without regard to their
ability to pay for such services, including paticnts transferred from other hospitals undcr the
pravisions of the Emcrgency Medical Treatment and Active Labor Act (EMTALA). UCH also
accepts patients through the Perinatul and Pediatric Trauma Networks without regard to their
ability to pay for services. UCH maintains records to identify and monitor the level of charity
care they provide. These records include the amount of charges forgone for services and

16
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supplies fumished under their charity-care policy as well as the estimaicd cost of services aind
supplies. The estimated difference between the cost of services provided to Medicaid patients
including those seen in the Physician-Directed Practice Clinics (along with the Medicaid
Provider Tax discussed in Note 2) and the reimbursement from the Medicaid programs for this
patient care are also considered to be charity care.

- During the years ended June 30, 2006 and 2005, the following levels of charity care were

provided:
2006 2005
Estimated costs incurred for charity carc b 11,519  § 11,371
Excess of cost over reimbursement for Medicaid patienis
before the effect of the provider tax 75,649 49,812
87,168 61,183
Effect of the provider tax “ {15.216)

3 87,168 § 45,967

9. Insurance

UCH and QV are included under certain of the University’s insurance programs. Since 1977,
the University has maintained a sclf-insurance program for its medieal malpractice Hability.
This program is supplementcd with commercial cxcess tnsurance. The University’s self-
insurance retention was $15,000 per claim and unlimited in annual aggregate for the years ended
June 30, 2006 and 2005, respectively. An inner ageregate of $10,000 aiso apply to the years
then ended. For the year ended June 30, 2001, the University purchased an extended reporting
cndorsement for claims occurring prior fo July 1, 2001 but reported after that date. The retention
applicable undcr this policy is $4,000 per elaim and $20,000 in annual aggregate.

The cstimated liability for medical malpractice self-insurance is actuarially determined basad
upon UCH-estimated claim reserves and various assumptions and represents the estimated
present value of self-insurance claims that will be settled in the future. It considers anticipated
payout patterns as well as interest to be earncd on available assels prior to payinent.
Management believes that an adequate provision has been recorded in the combined financial
staterncnts for estimated liabilities.

A comparison of the estimated liability for incurred maipractice claims (filed and not filed) and
het assets for the combined University, UCH and QV self-insurance program as of June 30, 2006
and 2005, is presented below:

2006 2005
Actuarial present value of self-insuriance liabiiity
for medical malpractice B 162,547 $§ 154,907
Net assets available for claims § 172636 § 145425

17
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10,

If the present-valuc method were not used, the ultimate lability for medical malpractice self-
insurance claims would be approximately $41,300 and $51,000 higher than the amounts
presented above at Junc 30, 2006 and 2005, respectively. The interest rates assumed in
determining the present value for 2006 and 2005 were 6.25% and 7.6%, respectivcly, In
addition, the actuarial present value of self-insurance for medical malpractice was stated at a
50% confidence level and a 75% confidence level at June 30, 2006 and June 30, 2005,
respectivcly. UCHHS recognizes as malpractice cxpense its negotiated pro rata share of the
actuarially detennined normal contribution, with gains and losses amortized over six years, with
no retroactive adjustment, as provided for in the Operaling Agreement.

Included in other current assets is $22,900 and $24,500 of malpractice premium prepaid to the
University at June 30, 2006 and 2005, respectively.

UCH designated $10,900 and $9,800 as of Tune 30, 2006 and 2005 as a workers’ compensation
self-insurance reserve trust fund. The self-insurance program investments consist of $60%
bonds and 40% marketable cquities. The specifically identified claim requirements and
actuarially determined reserve requirements for un reported workers’ compensation claims were
$6,900 and $7,200 as of June 30, 2006 and 2005, respectively. The University also charges
UCH for its portion of other commercial insurance and self -ipsurance costs.

Pension Plans

A majonty of UCH’s personne! participate in the University's defined benefit and contribution
pension plan. Under the defined benefit portion of this plan, benefits are based on years of
service and the employee’s compensation during the last five years of employment. UCH and
the University make annual contributions (o this portion of the plan at a rate necessary to
maintzin plan funding on an actuarially recommended basis. UCH recogmizes its negotiated
share of annual contributions as expense. Contributions of $5,000 and $7,000 were made in the
fiscal years ended June 30, 2006 and 2005, respectively. Based on conversations with the
University, UCH does not expect to be required to make contributions for the fiscal year ended
June 30, 2007.

Under the defined contribution portion of the plan, UCH and plan participants make
contributions that accrue to the benefit of the particpants at retirement. UCH's contributions,
which are based on a percentage of each covered employece's salary, totaled approximately
52,900 and $2,400 for the years ended June 30, 2006 and 2005, respectively.

The benefit obligation, fair value of plan assets and funded status for the combined University
and UCH defined benefit and contribution pension plan as of June 30, 2006 and 2005, are shown
below:

2006 2005
Henefit obligation 403,771 $§ 455920
Fair value of plan asscts 324,588 304,643

Deficit of plan assets over benefit obligation $  (78,773) § (151.277)
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Notes to Combined Financial Statements
June 30, 2006 and 2005

{in thousands of dollars)

The weighted-averape assumptions used in the accounting for the plan are shown below:

2006 2005
Discount rate 6.4 % 5.0%
Expected return on plan assets 8.0% 8.0%
42 % 4.2 %

Rate of compensation increase

Effective with the June 30, 2005 fiscal year end, the measurement date for the University plan
was changed from March 31 to June 30. The weighted average asset allocation for the plan is as

follows:

2006 2005
Domestic equities 60 % 66 %
International equity 20 20
Fixed income 14 14
100 % 100 %

Total benefits and plan expenses paid by the pl'an are 525,100 and $23,200 for the fiscal years
ended June 30, 2006 and 2005, respectively,

Lxpected future benefit payments are as follows:

Fiscal Year

2007 L3 19,190
2008 19,083
2009 20,135
2010 21,328
2011 22458
2012-2015 139,082

Certain UCH personnel partieipate in a con tributory pension plan. Under this plan, UCH and
plan participants make annual contributions to purchase annuities equivalent to retirement
benefits carned. UCH's pension expense for this plan was $3,200 and $2,700 for the YUHrs

ended June 30, 2006 and 2008, respectively.
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{tn thousands of doliars)

In addition, in June, 2002, UCH assumed sponsorship of the Weiss Pension Plan, which covers
former employees of Louis A. Weiss Memoria) Hospital. Participation and benefit aceruals are
frozen. All benefit aceruals are fully vested. The measurement date for this plan is June 30.
Net periodic pension cost includes the following components:

Years Ended June 30,

2006 2005
Interest cost 3 2753 % 2,897
Expected return on plan assets (2,877) (2,864)
Amortization of unrecognized
net actuarial loss 331 44
Net periodic pension cost b 207 % 77

The following tables set forth additional required pension disciosure information for this plan:

Years Ended June 30,

2006 2008
Change in projected benefit obligation
Benefit obligation at beginning of year § 56602 § 47698
Interest cost 2,753 2,897
Unrecognized net actuarial {gain) loss (7,815) 8,437
Benefits paid (2,530) {2,430)
49,010 56,602
Change in plan assets
Fair valuc of plan assets at beginning of year 37,504 37,149
Actual return on plan assets 2,338 2,785
Employer contribution - -
Benefits paid (2,530) (2,430}
37,312 37,504
Funded status at end of year {11,698) (19,098)
Unrecognized net actuarial loss 6,849 14,456
Accrued pension cost, prior to adjustment
for minimum pension liability (4,849) {4,642}
Minimum pension liability {6,349) (14,456)

$  (11,698) $  (19,098)

In accordance with Statement of Financ ial Accounting Standards No. 87, Employer’s
Accounting for Pensions, UCH recorded an additional minimum pension liabitity for the
underfunding of the Weiss Pension Plan, tepresenting the excess of the accumulated benefit
abligation over the fair value of the ptan assets, adjusted for previously recorded pension
liabilitics. For the years ended June 30, 2006 and 2005, the additional minittum pension liability
was increased (decreased) by (87.607) and $8,471, respectively. The amounts are reflected as a
change in additional minimum pension liability in other changes in net assets in the
accompanying consolidated statements of aperations.
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11,

Accumulated plan benefits cqual projected plan benefits. Assumptions used in the accounting
for the net periodie pension cost were as follows:

2006 2005
Discount rate 63 % 50%
Expected return on plan assets 8.0 % 8.0%
Rate of compensation increase N/A N/A
Weighted average asset allocations for plan assets are as follows:

2006 2005
Cash 2% 2%
Fixed income kY 40
Domestic equities 49 51
International equities 12 7

100 % 100 %

The target assct allocation is 60% equities and 40% fixed income, The expected return on plan
assets is bascd on historical investment retumns for similar investment portfolios.

UCH expects to make no contributions to the plan in the fiscal year ending June 30, 2007.
Expected future benefit payments are:

Fiscal Year

2007 ) 3,195
2008 1,268
2009 3,362
2010 3,431
2011 3,475
2012-2015 18,507

Concenfration of Credit Risk

As a hospital, UCH is potentialty subject to concentration of eredit risk from patient accounts
recelvable and certain investments. Investments, which include govemment and agency
securities, stocks and corporate bonds and private equities, arc not concentrated in any
corporation or industry or with any sin gle counter-party. UCH receives a si gnificant portion of
its payments for services rendered from 2 limited number of government and commercial third-
party payors, including Medicare, Medicaid, and Blue Cross. UCH has not historically incurred
any significant eredit losses outside the normal course of business.
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12.  Restricted Net Assets

Temporarily restricted net assets are available for

2005:;

Pediatric health care

Adult health care

Educational and scicntific programs
Capital and other purposes

Total

the following purposes as of June 30, 2006 and

2006 2005

$ 2,780 & 2,960
1,498 1,632

704 681

65,543 30,646

$ 70525 § 35919

Income from permanently restricted net assets at June 30, 2006 and 2005 is restricted for:

Pediattic health care
Adult health carc
Educational and scientific programs

Total

13.  Functional Expenses

Total operating expenses by function are as follows:

Health care services
Gieneral and administrative

Total

14. Contingencies

2006 2005
$ 1,504 § 1,437
1,927 1,926
2,295 2,294
$ 5816 § 5,657
2006 2005
$ 781335 § 709,440
90,126 89,315
$ 871461 & 798,755

UCH is subject to complaints, ¢leims and litigation which have risen in the normal course of
business. In addition, UCH is subject to reviews by various federal and state government

agencies to assure compliance with a
interpretations. Whilc the outcome of these suits cannot be

pplicable laws, some of which are subjcet to different
determuned at this time,

management, based on advice from legal counscl, believes that any loss which may arise from
these actions will not have a material adverse cffect on the financial position or results of

operations of UICH.

22
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15. Friend Family Health Center (FFHC)

16.

FFHC was incorporated in June 1997 to provide pnimary care to economically challenged and
medically high-risk populations on Chicago’s South Side, and was designated a Federally
Qualified Health Center in Qctober 1998, FFHC is a separate not-for-profit Illineis corporation
which is not controlled by UCCHS.

UCHHS subleases facilities to FFHC in the Friend Building loeated near its main facilities, and
provides security and information services to FFIIC at cost. Certain members of UCHHS'
medical staff provide physician serviees at FFHC.,

UCHHS has provided $7,300 of cumulative support to oflsct FFHC operating losses, towards
which $1,800 has been provided by the Emanuel Friend Trust, a charitable frust established in
Chicago in the 1930s, Support from the Trust is provided under a 1994 agreement with UCHUS,

Subsequent Event

In August, 2006 UCH entered into a forward starting swap transaction as 2 hedge against
contemplated variable rate borrowing for a new hospital pavilion. The notional amount of the
swap 15 $325,000 and the effective start date is August, 2011. Restrictions under the swap

include financial ratio requirements, the most restrictive of which is an annual debt service
coverage ratio af 1.75:1.

23
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PRCEAATERHOUSE(QOPERS

PricewaterhouseConpers LLP
One Norlh Wacker

Chicago, IL 60606

Telephana {312) 298-2000
Facsimile (312) 208-2001

Report of Independent Auditors on Accompanying Combining Information

To the Board of Trustees of
University of Chicago Hospitals and Health System:

The report on our audit of the combined financial statements of the University of Chicago Hospitals
and Health Systern as of June 30, 2006 and 2005 and for the years then ended appears on page onc of
this document. Those audits were conducted for the purpose of forming an opinion on the combined
financial statements taken as a whole. The combining information is presented for purposes of
additional analysis of the combined financial statements rather than to present the financial position
and results of operations of the individual entitics. Accordingly, we do not express an opinion on the
financial position and results of operations of the individual entities, However, the combining
information has been subjected to the auditing procedures applied in the audits of the combined

financial statements and, in our opinion, is fairly stated in all material respects in relation to the
combined financial statements taken as a whole.

TRussibone Lopos 3o

September 19, 2006
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