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Health Facilities and Services Review Board
525 West Jefferson Street

2nd Floor

Springfield, IL 62761

RE:

REASONS THE MERCYROCKFORD PROJECTS SHOULD BE DENIED

Project #15-038, Rockford Mevaorial Hospital-Rockton Avenue Campus

Project #15-039, Rockford Memorial Hospital-Riverside Boulevard Campus

Project #15-040, Rockford Memorial Hospital-Riverside Boulevard Campus
Medical Clinics Buiiding, Rockford

Dear Ms. Avery:

I am President of OSF Saint Anthony Medical Center in Rockford and submit this letter

in opposition to the MercyRockford proiects #15-038, #15-039 and #15-040.

MercyRockford seeks to discontinue hospital services on Rockford’s medically

underserved West Side and relocate them farther east than any other hospital in Rockford.
MercyRockford also wants to move its physicians away from the Health Professional Shortage
Areas on the West Side to a new medical office building at the remote East Side location.
MercyRockford’s applications to remove critical health care services and professionals where
they are most needed to a new location where they are not needed should be denied.

KEY REASONS FOR DENY!INY: MERCYROCKFORD’S APPLICATIONS

1. Rockford Does Not Needt ¥our Hospitals: The population in Rockford has declined
and all three existing hospitals are underutilized in most services. A fourth hospital in
Rockford is simply not needed and a Certificate of Need should not be approved for
1.

2. The Projects Impair Access To Health Care For Those Most In Need: The West
Side of Rockford is medically underserved with a significant shortage of health care
professionals. Closing critical hospital services and relocating dozens of physicians
from the West Side facility will :: zacerbate this underse: ved condition.

3. MercyRockford Can And St.oul. Rebuild On The West Side Where Its Services
~ Are Most Needed: Contrary tc MercyRockford’s claims, it is not landlocked and
there are multiple alternative West Side locations on which 10 build.

4. A Fourth Hospital In Reckford Will Adversely Impact Existing Providers: For
many decades, Rockford Memorial has served the West Side, SwedishAmerican
Hospital has served the C:ntrai and Southern areas of Rockford, and OSF Saint

5666 East State Street, Rockford, Illinois 61108-2425 Phone (815) 226-2000 www.osfsaintanthony.org
The Sisters of the Third Order of St. Francis




Ms. Courtney R. Avery

October 27, 2015
Page 2

Anthony Medical Center has served the East Side. The proposed projects upset that
balance by overloading services on the East Side and impairing access to residents of
the West Side, and will severely and adversely impact existing facilities.

5. MercyRockford’s Applications Do Not Substantially Comply With The Board’s
Review Criteria: MercyRockford’s proposed projects are not needed, will create
both a duplication and maldistribution of hospital services in Rockford, and fail to
comply with nearly all of the Review Board’s need-based criteria.

I ROCKFORD DOES NOT NEED FOUR HOSPITALS

Rockford currently has three general acute care hospitals. It does not need a fourth. It
especially does not need an additional hospital on the East Side at the expense of reduced
hospital services on the West Side.

A. Rockford Area Population Is Declining

The populations of Rockford and surrounding areas are declining. A study by Northern
Illinois University, based on U.S. Census data, reports that Rockford “is leading the state in
population decline.” (See Attachment A.)! Rockford’s population has declined by 2.5% from
July 1, 2010 to July 1, 2014. Further, the adjacent towns of Machesney Park and Loves Park
(where the new hospital is proposed) were also among the top 15 communities for population
declines. with both declining nearly 2% during that four year period. Attachment A.

B. Rockford Hospital Utilization And Patient Days Are Declining

The medical/surgical utilization rates of Rockford’s three hospitals are all below the State
Board’s target utilization rates. Rockford Memorial has the lowest utilization rate of only
48.4%. Moreover, inpatient days at all three hospitals have been declining since 2010, with total
medical/surgical inpatient days down over 10% from 2010 to 2014 based on the Hospital Profile
data. See Attachment B.?

C. The Applicants Double-Count Their Patient Days To Support The Requested
Beds, Which Are Not Needed

Rockford Memorial is currently underutilized in every category of service it provides.
Even with the proposed bed reduction, both the West Side and East Side MercyRockford
hospitals would be underutilized based on existing patient volumes.

Rockford Memorial’s 2014 patient days support only 123 medical/surgical beds, but the
applicants request 154 total beds. The applicants cannot justify the beds they are requesting.
They use the same historical patient days as justification for the beds at both hospitals. (See
Attachment C.)* In other words, they are double-counting their patient days. The two hospitals
are not needed and are not justified.

! Attachment A: NIU Population Study, Summary and Table.
2 Attachment B: Charts of Medical/Surgical Inpatient Days and Hospital Profiles.
3 Attachment C: Excerpts from Applications for Project Nos. 15-038 and 15-039 on patient days.
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D. The Planning Area Has Excess Beds, Even With The Proposed Reduction

Rockford is located in Planning Area B-01 which has an excess of 283 medical/surgical
beds and 40 OB beds. (See Attachment D.)* Even with the applicant’s proposed reduction of
69 medical/surgical beds, there would still be an excess of 214 beds. Moreover, MercyRockford
would have to reduce its current med/surg bed compliment by 100 beds just to meet target
utilization at its existing facility.

The problem of underutilization is not solved by building a fourth hospital in Rockford.
Any operating efficiencies gained by the proposed reduction of beds is completely wiped out by
the duplication of an entire hospital facility. MercyRockford itself admits that its operating costs
will be higher with two hospitals instead of one. (See Attachment E.)> A better alternative to
this project is for the applicants to modernize their existing hospital while reducing beds at that
site.

II. THE PROJECTS IMPAIR ACCESS TO HEALTH CARE FOR THOSE MOST
IN NEED

The CON process is intended to “maintain and improve the provision of essential health
services and increase the accessibility of those services to the medically underserved and
indigent.” (Emphasis added; 20 ILCS 3960/2.) A majority of Rockford’s medically
underserved and indigent live on the West Side of the Rock River.

A. The West Side Is Medically Underserved And Suffers A Shortage Of Health
Care Professionals

Rockford Memorial Hospital is currently located on the West Side of Rockford which
includes large medically underserved areas federally designated as Health Professional Shortage
Areas (HPSA). (See Attachment F.)* The applicants propose to eliminate and curtail critical
health care services at their West Side facility, while relocating those key services and many
physicians to a new hospital and MOB on the East Side.

The area’s Healthy Community Study, in which Rockford Memorial participated, shows
that 50% of the population in Winnebago County resides in an HPSA with most of this
population located on the West Side of Rockford. (See Attachment G.)’ With 49.95% of its
population designated as underserved, Winnebago County has a significantly greater percentage
of medically underserved persons than Illinois (36.98%) and the United States (37.55%). See
Attachment G.

The Rockford Area Transportation Study graphically demonstrates that a large majority
of Rockford’s minority populations and indigent reside on Rockford’s West Side. (See
Attachment H.)® MercyRockford’s projects would leave the medically underserved West Side
with no Level 1 Trauma Center, no cardiac catheterization services, no open heart surgical

¢ Attachment D: Inventory of Hospital Services, update of October 16, 2015.

5 Attachment E: Excerpt from Permit Application for Project No. 15-039 on operating costs.
¢ Attachment F: Map of Rockford Area HPSAs.

7 Attachment G: Excerpt from 2014 Hezalthy Community Study.

8 Attachment H: Maps from Rockford Area Transportation Study.
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services, no Pediatric ICU, no pediatric unit, and no Neonatal ICU services. (See Attachment Ly
The applicants desire to move all of these services to the East Side, but the need is on the West
Side.

Over 38% of Rockford’s population resides on the West Side (58,000 of 153,000),
according to the 2010 U.S. Census and over 18,000 of that population is below the poverty level.
(See Attachment J .)10 Closing the Cardiac Services, the Level I Trauma Center, the OB services,
the Pediatric services and the NICU services at the West Side facility and moving them to the far
East Side impairs access to the indigent, the elderly and the children on the West Side.

B. The Projects Create Severe Access Problems For West Side Residents

The elderly, indigent and underserved do not have ready access to transportation. Many
of the people struggling to survive on too little money are elderly. Many do not own a vehicle,
or no longer drive, or have trouble getting to and from bus stops. These issues of transportation
and accessibility relate not only to hospital treatment but also to clinic services. Thus, the
difficulty for the poor to receive health care would increase for hospitalized care, routine
checkups, follow-up care and other serious health issues. Neglecting those things, of course,
leads to more serious illnesses, higher health care costs and a lower quality of care for many
people.

The Rockford Area Transportation Study shows that the West Side includes many areas
with high percentages of the population reliant on public transportation. In many areas, public
transportation is used by more than 10% of the population. (See Attachment K.)!' The
relocation of critical hospital services to the East Side would make it more difficult for the
approximately 58,000 people who live on Rockford’s West Side to get to a hospital in the event
of a stroke or heart attack. It would take longer to get care for health problems for which timely
treatment is necessary for recovery. This could be a matter of life and death.

C. MercyRockford Is Breaking Rockford Memorial’s Affirmative
Commitments To The Community

Rockford Health System’s most recent Community Benefit Plan included a “2014-17
Implementation Plan.” (See Attachment L.)'? Nothing in that Implementation Plan mentioned
the closure of vital hospital services on the West Side, or the building of a new hospital on the
East Side. To the contrary, the Implementation Plan reiterated Rockford Memorial’s
commitment to its local community and primary service area, which is the West Side.

The first strategy in the Implementation Plan was to “improve the general health of
individuals living in the primary service area.” (Attachment L.) Rockford Memorial’s primary
service area includes the West Side where a majority of its patients reside. (See Attachment
M.)"® Shutting down hospital services on the West Side and relocating services and physicians
to a new hospital and MOB on the East Side does not improve the health of individuals residing
in Rockford Memorial’s primary service area.

® Attachment I: Excerpt from Permit Application for Project No. 15-038 on closure of services.

19 Attachment J: Census Tract Data for West Side of Rockford.

11 Attachment K: Rockford Area Transportation Study, Percent Using Public Transportation Map.
12 Attachment L: Excerpts from Rockford Health System’s Community Benefit Plan.

13- Attachment M: Excerpt from CON Application Project No. 15-039 showing patient origin.
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Rockford Health System also promised the community that it would, “Maintain
commitment to the women and children of this community as the exclusive provider of
comprehensive tertiary services (including perinatal, maternal, neonatal and pediatric intensive
care services)...” (Attachment L, page 8.) MercyRockford is now abandoning this commitment
by closing all of the perinatal, maternal, neonatal and pediatric ICU services on the West Side
and moving them to the East Side.

For many decades, Rockford Memorial has served the West Side, SwedishAmerican
Hospital has served the central and southern areas of Rockford, and OSF Saint Anthony has
served the East Side. The proposed projects upset that balance by overloading services on the
East Side while eliminating and curtailing services on the West Side. The Rockford area
communities rely on the three health systems that serve the area to keep them well and to ensure
they have access to safety net services most of us take for granted. Moving those essential health
services out of reach of those West Side residents will be a major detriment to the health of those
in that community.

III. MERCYROCKFORD CAN AND SHOULD REBUILD ON THE WEST SIDE
WHERE ITS SERVICES ARE MOST NEEDED

MercyRockford claims that the Rockford Memorial Campus is landlocked and that there
is no where else on the West Side to build anew. That is not so.

MercyRockford owns much of the property surrounding its current campus and could
easily expand on site. (See Attachment N.)!* The other two Rockford hospitals, OSF Saint
Anthony and SwedishAmerican, have both renovated their facilities on existing sites.
Alternatively, Mercy could acquire one of numerous available properties on the West Side for a
new facility. Attachment N.

Moreover, contrary to reported claims that its hospital has lost $47 million in the last five
years (See Attachment O),'> audited financial statements show that Rockford Health System had
total net revenue of over $71 million during that period. See Attachment P.1¢

IV. A FOURTH HOSPITAL IN ROCKFORD WILL ADVERSELY IMPACT
EXISTING PROVIDERS

As noted above, all three existing Rockford hospitals are underutilized and the
applicants’ historical utilization comes no where near justifying the number of beds it is
requesting. For MercyRockford’s two hospitals to meet target utilization, the new East Side
facility will have to draw substantial patient volume from the other two area facilities located
East of the Rock River, primarily from OSF Saint Anthony.

4 Attachment N: Hinshaw Consulting Report on Available Sites.
15 Attachment O: Rockford Register Star article dated October 4, 2015.
16 Attachment P: Excerpts from Rockford Health System’s Audited financial staiements and table.
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A. A New East Side Hospital Will Reduce OSF Saint Anthony’s Utilization
Further Below State Standards

The proposed location of the new hospital is within the primary service area of OSF Saint
Anthony Medical Center. The financial impact on OSF Saint Anthony will be dramatic.
Approximately 44%, which totals $143 million, of the net revenue of Saint Anthony is derived
from ZIP codes adjacent to the proposed new location. Nearly half of that revenue results from
emergency room visits. While it is possible that Saint Anthony will be able to retain some of this
volume due to the current patient relationships that exist, over time Saint Anthony will most
certainly be dramatically impacted by the proposed new and unnecessary facility at the proposed
location.

A financial impact analysis prepared by Deloitte Financial Advisory Services LLP
(Deloitte) concludes that the impact of the new MercyRockford hospital on the East Side would
result in an annual loss of revenue to OSF Saint Anthony of $23.8 million and close to
$9.9 million in lost annual contribution margin available to offset operating costs. (See
Attachment Q.)!” To reduce operating costs by that amount, OSF Saint Anthony would be
required to reduce its workforce by approximately 200 Full Time Equivalents.

B. MercyRockford’s Proposal To Operate Two Hospitals To Serve The Same
Patients Served By Its Current Hospital Is Not Financially Viable

MercyRockford claims that the new East Side hospital and current West Side hospital
will serve the same patient base as the current West Side facility, and it relies on the historical
patient volume of the existing facility to justify both hospitals. The operation of two hospitals to
serve the patients of only one is not economically or financially sound.

MercyRockford acknowledges in its application that its operating costs will be higher
with two hospitals than with one. (Attachment E.) Indeed, operating costs will be significantly
higher. Deloitte has analyzed the effect of MercyRockford’s operation of two hospital facilities
in place of one on the organization’s operating costs. Deloitte concluded that MercyRockford
would incur duplicative operating costs of $3.9 million to $5.4 million annually. Given that
Rockford Memorial Hospital has not had net operating revenue of over $3.2 million in any of the
last four years (see, Attachment P), the proposed project would inevitably lead to net operating
losses for MercyRockford going forward. See Attachment R.!®

The $485 million cost of the three CON projects combined will also negatively impact
MercyRockford’s credit rating, and further increase the costs of operating the two hospitals, as it
would unlikely retain an “A” bond rating. See Attachment S.!°

C. The Proposed Project Will Impair The Financial Viability Of OSF Saint
Anthony’s Recent $85 Million Renovation Project

The Review Board recently approved a permit for OSF Saint Anthony to construct an
$85 million bed pavilion for the purpose of improving the facility at its current location.

17 Attachment Q: Deloitte Financial Study on Adverse Impact.
18 Attachment R: Deloitte Financial Study on MercyRockford’s operating costs.
19" Attachment S: Deloitte Financial Study on MercyRockford’s bond rating.
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(Attachment T.)*® The financial ability to support this much-needed improvement is driven by
the revenue associated with the people served who live in the area surrounding the new proposed
site.

OSF Saint Anthony has the ability and capacity to serve the community surrounding the
location of the proposed new hospital and has been successfully doing so for generations. The
programs and services at OSF Saint Anthony have been developed to address the needs of the
eastern and northeastern section of Winnebago County and beyond. Placement of a new hospital
on the East Side of Rockford creates a tremendous maldistribution of health care services in the
Rockford region and adversely impacts OSF Saint Anthony’s financial viability.

V. THE MERCYROCKFORD APPLICATIONS DO NOT COMPLY WITH THE
BOARD’S REVIEW CRITERIA

MercyRockford’s three CON applications should be denied because they do not
substantially comply with multiple applicable review criteria. The projects’ patently fail many
criteria and simply fail to respond to many others. The criteria not met or not responded to are
summarized below with a more detailed analysis of the three applications addressed in
Attachment U to this letter.?!

A. The Discontinuation Application (#15-038) Does Not Comply With The
Board’s Review Criteria

The proposed discontinuation of services at the West Side facility in Project No. 15-038
also compels modernization of that facility. The application fails to adequately document
compliance with the following criteria for discontinuation and modernization:

1. Criterion 1110.130(a), Discontinuation, Information Requirements.

2. ‘Criterion 1110.130(b), Discontinuation, Reasons for Discontinuation.

3. -Criterion 1110.130(c), Discontinuation, Impact on Access.

4. Criterion 1110.230(a), Purpose of the Project.

S. Criterion 1110.230(b), Safety Net Impact Statement — Information Requirements.
6. Criterion 1110.230(c), Alternatives to the Proposed Project.

7. Criterion 1110.230(a), Purpose of the Project.

8. Criterion 1110.234(a), Size of Project.

9. Criterion 1110.234(b), Project Services Utilization.

10.  Criterion 1110.234(c), Size of Project and Utilization.

11.  Criterion 1110.530(e)(1), Deteriorated or Functionally Obsolete facilities.
12.  Criterion 1110.530(e)(2), Documentation.

13.  Criterion 1110.530(e)(3), Other Documentation.

14.  Criterion 1110.530(e)(4), Occupancy Standards.

15.  Criterion 1110.530(g), Performance Requirements.

2 Attachment T: Permit for Project #15-021, approved June 3, 2015.
21 Attachment U: Prism Consulting Services Analysis of MercyRockford’s CON applications.
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16.

B.

Criterion 1110.530(h), Assurances.

The New Hospital Application (#15-039) Does Not Comply With The Board’s
Review Criteria

Project No. 15-039 fails to meet the following review criteria for establishment of a new

hospital:

C.

Criterion 1110.230(a), Background of the Applicant.

Criterion 1110.230(a), Purpose of the Project.

Criterion 1110.230{c), Alternatives to the Proposed Project.
Criterion 1110.234(a), Size of Project.

Criterion 1110.234(b), Project Services Utilization.

Criterion 1110.234(c), Size of Project and Utilization.

Criterion 1110.530(b), Background of the Applicant.

Criterion 1110.530(c)(5), Planning Area Need.

Criterion 1110.530(d), Unnecessary Duplication/Maldistribution.
Criterion 1110.530(f),Staffing Availability.

Criterion 1110.530(e)(4), Occupancy Standards.

Criterion 1110.530(g), Performance Requirements.

Criterion 1110.1230(a), Open Heart, Peer Review.

Criterion 1110.1230(b), Open Heart, Establishment.

Criterion 1110.1230(c), Open Heart, Unnecessary Duplication.
Criterion 1110.1330(b), Cardiac Cath, Establishment.

Criterion 1110.1330(b), Cardiac Cath, Unnecessary Duplication.
Criterion 1110.3030(c), Clinical Service Areas, Establishment.

The MOB/Clirical Building Application (#15-040) Does Not Comply With
The Board’s Review Criteria

Project No 15-040 is non-compliant with the Review Board’s rules in the following

respects:
1.

While the applicants claim Project No. 15-040 is non-substantive, it is in fact a
project by and on behalf of a health care facility that includes clinical service areas
and far exceeds the capital threshold minimum. The project should be treated as
“substantive” and conform to the applicable review criteria.

Outpatient services are an integral component of a hospital and, as such, fall under
Review Board Criterion 1110.3030 (Clinical Service Areas other than Categories of
Service). There is no substantiated methodology to support the proposed Clinical
Service Areas.

The equipment list in the applications indicate that certain clinical service areas will
be developed beyond those stated in the permit application thereby requiring the



Ms. Courtney R. Avery
October 27, 2015
Page 9

applicants to respond to all applicable criteria. These CSAs appear to include
extensive procedural capabilities, neurological services, pulmonary services,
capabilities for “ASTC-like” procedures (urology, GYN, dermatology) yet the
application does not document compliance with the criteria applicable to these
services.

4. As with the other two permit applications (15-038, 15-039) the applicants have not
submitted complete information on all of their current health care facilities as
required by Criterion 1110.230(1).

D. MercyRockford Appears To Be Shifting Hospital Related Project Costs Into
The MOB Project

MercyRockford’s MOB project (#15-040) has an astoundingly high $25 million for Off-
Site Work. This is 37% of the entire project cost of $68 million. By contrast, the $407 million
new hospital project (#15-039) has Off-Site Work of only $8.3 million which is about 2% of
total project costs.

The Review Board’s regulations define Off-Site Work as “all costs related to off-site
activities such as drainage, pipes, utilities, sewage, traffic signals, roads and walks.”
77 1ll. Adm. Code 1120.110(a)(4). It appears that MercyRockford is shifting new hospital
project costs into the MOB project.

Conclusion

MercyRockford seeks Certificates of Need for projects that have no demonstrable need,
will impair access to care for the medically underserved and indigent, and will adversely impact
existing providers. The projects will also create both a maldistribution and unnecessary
duplication of services by discontinuing and reducing services on the West Side of Rockford
where they are needed, and relocating them to the East Side where they are not. For the above
reasons, OSF Saint Anthony Medical Center respectfully requests the Review Board to deny
MercyRockford’s permit applications for Project No. 15-038, Project No. 15-039, and Project
No. 15-040.

Very truly yours,
OSF Saint Anthony Medical Center

Paula A. Carynski, MS, RN, NEA-BC, FACHE
President

Attachments
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lllinois population shifts

New U.S. Census Bureau estimates indicate that'Rockford, the
third largest city in lllinois, is leading the state in population City Population Grow
~decline. Re e T
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From July 1, 2010 to July 1, 2014, Rockford’s population
declined by 2.5 percent or 3,840 people—the biggest numerical
drop of any lllinois city during that period, according to census
data provided to Northern lllinois University’s Center for
Governmental Studies (CGS).

Further, the adjacent towns of Machesney Park and Loves Park,{j

("also were among the top 15 communities for population declines”
during that four-year stretch, losing 456 and 448 residents,
respectively.

¢

lllinois has nearly 1,300 incorporated villages, towns and
cities. CGS monitors demographic changes in lllinois as a
coordinating agency in the U.S. Census Bureau State Data
Center Network.

Suburban North Chicago was second on the list of towns seeing
the greatest population decline, losing 2,189 residents, followed
by Decatur (-2,079), Belleville (-1,549), Moline (-824), Freeport (-
764) and Danville (-759).

“Population loss might be a greater concern for larger

communities because of population-based aid they receive from state and Illinois cities leading
federal sources,” says Eric Zeemering, a professor of public in population loss 2010-14
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“When communities lose population, it's typically a sign of lost jobs or an :

aging population,” says Sherrie Taylor, a CGS researcher. “The national birth rate has been decreasing as families
are starting later in life and not having as many children. This trend, coupled with the aging baby boomer generation,
is creating a decrease in the population throughout lllinois. Some residents are also leaving for jobs in other states.




But new immigrants sometimes make up for the loss in the more urban settings, such as Chicago.”

Many cities in lllinois continue to grow, including Chicago, which added
25,070 people from 2010 to 2014. That amounts to modest growth of just
under 1 percent.

Illinois cities leading
in population gain 2010-14
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residents. The Village of East Dundee ranked third with 11 percent growth to
3,198 residents. Each of those villages annexed property during the time
period.

“Population gain may be viewed as a positive sign of growth, particularly if accompanied by a decline in vacant
properties or an increase in new housing starts,” Zeemering says. “More residents occupying more tax-paying
parcels is generally viewed favorably by local officials.

“However, communities experiencing rapid growth or communities confronting a capacity limit on critical
infrastructure, such as a water system, may find new growth to be costly, as the local government will need to invest
in new or expanded infrastructure to support new residents,” he adds.

Population changes taking place in lllinois also include a shift from rural to urban settings.

“This reflects a national trend,” Taylor says. “The global tipping point was in 2007, when the worldwide population in
urban settings first exceeded rural settings. In the United States, the trend is no different as people have been
moving to urban settings for decades. Now more than 80 percent of the country’s population is in urban areas, and
that percentage continues to grow. Urban areas offer convenience, jobs and an opportunity for a greater quality of
life.”

Tom Parisi, NIU Media and Public Relations
Related:

¢ lllinois leads nation in population decline
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lllinois cities leading

in population loss 2010-14

Incorporated Population Percent
Place 2010 2014 Loss Loss
.1 Rockford T 152963 149123 3840 251%
2 North Chicago 32,584 30,395 -2,189 -6.72%
3 Decatur 76,089 74,010 -2,079 -2.73%
4 Belleville 44,078 42,529 -1,549 -3.51%
5 Moline 43509 42,685 824  -1.89%
6 Freeport 25615 | 24,851 -764 S -2.98%
7 Danville 133002 32,243 759 - -2.30%
8 Alton 27886 | 27,177 -709 -2.54%
9 Kankakee 27531 2680 = -671 = -244%
10 Granite City 29840 29,183 -657 S -2.20%
11 Collinsvile 25539 24,883 656 -257%
12 Cahokia 15229 . 14,588 -641 -4.21%
13 Galesburg 32,184 31,659 525 -1.63%
( 14 Machesney Park 23492 . 23,036 -456 1.94% 7
[_15 LovesPark 23,999 23551 - -448 _-1.87%
16 Dixon " 15708 15285 -423 2.69%
17 Stering 15425 15011 414 -2.68%
18 Streator 13,696 13,289 -407 -2.97%
19 Canton 14702 14307 395 -2.69%
20 McHenry 27019 ¢ 26,630 -389 -1.44%
21 Rocklsland 39,008 38642 -366 -0.94%
22 Mattoon 18567 18211 -356 -1.92%
- 23 Macomb 19,284 18,943 -341 1.77%
24 RockFalls 9391 | 9,062 -329 -3.50%
25 Lincoln 14486 14,162 -324 -2.24%

*Source: U.S. Census Bureau

http://newsroom.niu.edu/wp-content/uploads/2015/05/Top-Counts-023.jpg 10/19/2015




Charts of Medical/Surgical Inpatient Days and
Hospital Profiles

Attachment B




Rockford Hospital Med/Surg Utilization

2010 and 2014
Hospital CY 2010 CY 2014 Decline in
M/S Utilization M/S Utilization Utilization
Rockford Memorial 49.6% 48.4% -2.4%
OSF Saint Anthony 65.3% 60.8% -6.9%
SwedishAmerican 68.1% 60.1% -11.7%
Source: Hospital Profiles for CY 2010 and CY 2014
Rockford Hospitals Med/Surg Inpatient Days
2010 and 2014
Hospital CY 2010 CY 2014 % Decline in M/S
M/S Inpatient Days | M/S Inpatient Days Inpatient Days
Rockford Memorial 38,824 37,199
OSF Saint Anthony 39,240 37,502
SwedishAmerican 50,588 39,985
Total 128,652 114,686 -10.9%

Source: Hospital Profiles for CY 2010 and CY 2014

CHDSO01 982478




Hospital Profile - CY 2010 Rockford Memorial Hospital Rockford Page 1

i ral Infor ti R Patients by Ethnicity
ADMINISTRATOR NAME:  Gary Kaatz White . 80.9% Hispanic or Latino: 4.7%
ADMINSTRATOR PHONE  815-971-7265 Black 15.1% Not Hispanic or Latino: 91.8%
OWNERSHIP: Rockford Health System American Indian 0.0% Unknown: 3.5%
OPERATOR: Rockford Memorial Hospital Asian 0.4%

MANAGEMENT: Not for Profit Corporati i : IDPH Number: 2048
: poration (Not Church-R Hawaiian/ Pacific 0.0%
CERTIFICATION: Unknown: 359 HPA B-01
FACILITY DESIGNATION:  General Hospital HSA 1
ADDRESS 2400 North Rockton Avenue CITY: Rockford COUNTY: Winnebago County
ili jlizati C f i
Authorized Peak Beds Average Average CON Staff Bed
Clini . CON Beds Setup and Peak Inpatient Observation |ength Daily Occupancy Occupancy
_lmm 1213172010 Staffed Census Admissions , Days  Days ofStay Census 12/31/2010 Rate %
Medical/Surgical 231 159 135 8,476 / 38,824 3,028 49 1147 /496 / 72.1
0-14 Years o ° 0’ { -
15-44 Years 1,448 5,505
45-64 Years 2579 11,792
65-74 Years 1,677 7,937
75 Years + 2,772 13,690
Pediatric 35 27 20 1,074 3,808 597 41 12.1 345 447
Intensive Care 29 29 29 1,646 7,063 17 43 19.4 66.9 66.9
Direct Admission 1,402 5303
i Transfers 244 1,760
Obstetric/Gynecology 35 32 32 2,065 7,083 48 35 195 55.8 61.1
Matemity 1,967 6,904
Clean Gynecology 98 179
Neonatal 46 46 46 461 13,411 0 29.1 36.7 79.9 79.9
Long Term Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Swing Beds 0 0 0.0 0.0
Acute Mental lliness 20 12 12 676 2,737 0 4.0 75 375 62.5
Rehabilitation 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Long-Term Acute Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcated Observation 0
Facility Utilization 396 14,154 72,926 3,690 5.4 209.9 53.007
(Includes ICU Direct Admissions Only)
i i |2 r
Medicare Medicaid Other Public  Private Insurance Private Pay  Charity Care Totals
35.5% 25.6% 7.5% 21.8% 0.3% 9.2%
Inpatients 5021 3627 1067 3090 43 1306 14,154
) 20.5% 32.1% 5.5% 30.5% 7.3% 4.1%
Outpatients 17656 27643 4736 26245 6259 3540 86,079
Financial Year Reported:  1/1/2010 o 12/31/2010 i n ient N or . Total Charity
Medi . . . : Charity Care Expense
edicare Medicaid  Other Public Private Insurance Private Pay Totals Care
. Expense 9,380,477
inpatient 28.0% 28.4% 5.5% 37.8% 0.3% 100.0% P | rotals: Charit
Revenue ( $) otals: Charity
61,219,162 62,217,309 12,036,818 82,739,016 561,214 218763519  6,835262 | ‘care as % of
Outpatient 16.7% 9.5% 4.4% 62.5% 6.9% 100.0% Net Revenue
Revenue ( $) 17,614,506 10,070,523 4,615,066 65,954,654 7,265,098 105,519,847 2,545215 2.9%
Ei.ﬁbjﬂg_m n Ise ilization I Tran ntati .
Number of Total Births: 1,727 Level 1 Patient Days 3,145 Kidney: 0
Number of Live Births: 1,715 Level 2 Patient Days 9 Hean'y i 0
E'rtt)h'”g Rooms: g Level 2+ Patient Day 0 Lung: 0
abor Rooms: .
Total Nursery Patientdays 3,154 :
Delivery Rooms: 1 R Y Eeart/Lun.g. 8
Labor-Delivery-Recovery Rooms: 11 Laboratory Studies Lfgf_reas' o
Labor-Delivery-Recovery-Postpartum Rooms: 0 Inpatient Studies 621,339 ver:
C-Section Rooms: 2 Outpatient Studies 241,997 Total: 0
CSections Performed: 663 Studies Performed Under Contract 634,364

* Note: Frequently the facility exceeds the maximum CON bed capacity in various categories of service. Their peak bed set up and staffed max out the
CON beds in times of need. Hospital has one dedicated daVinci robotic surgery which is used to perform both urclogical and gynecological surgery cases.
Dedicated room under the OBGynecology section captures this data. Hospital does not have dedicated C-Section rooms, procedures performed within the
operating room. All mammography exams performed are done so under our physician group, Rockford Health Physicians.




Hospital Profile - CY 2010 Saint Anthony Medical Center Rockford Page 1
Qwnership, Management and General Information Patients by Race Pati Ethnici
ADMINISTRATOR NAME:  David Schertz White 90.1% Hispanic or Latino: 4.0%
ADMINSTRATOR PHONE  815-227-2161 Biack 4.5% Not Hispanic or Latino: 95.1%
OWNERSHIP: OSF Healthcare System American Indian 0.1% Unknown; 0.9%
OPERATOR: OSF Health S m i 9
. ealthcare Systel Asuan" . 0.7% IDPH Number- 2953
MANAGEMENT: Church-Related Hawaiian/ Pacific 0.0%
CERTIFICATION: Unknown: 4.6% HPA B-01
FACILITY DESIGNATION:  General Hospital HSA 1
ADDRESS 5666 East State Street CITY: Rockford COUNTY: Winnebago County
ili ilization C i
Authorized  Peak Beds Average Average CON Staff Bed
Clini . CON Beds Setup and Peak Inpatient Observation [ ength Daily Occupancy Occupancy
M 12/31/2010 Staffed Census Admissions , Days Days of Stay Census 12/31/2010 Rate %
Medical/Surgical 190 179 108 7,483 . 39,240 ? 6,044 6.1 1241 " 653 > 69.3
L / 7
0-14 Years 0 0 -
15-44 Years 900 3,883
45-64 Years 2,252 11,675
65-74 Years 1,622 8,867
75 Years + 2,709 14,915
Pediatric 13 9 1 125 268 247 41 14 10.9 157
Intensive Care 38 36 27 2,695 9,830 49 3.7 271 71.2 75.2
Direct Admission 2,127 7,551
Transfers 568 2,279
Obstetric/Gynecology 13 11 6 762 1,834 82 25 5.2 404 477
Maternity 594 1,458
Clean Gynecology 168 376
Neonatal 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Long Term Care 0 0 0 0 0 0.0 0.0 0.0 0.0
Swing Beds 0 0 0.0 0.0
Acute Mental lliness 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Rehabilitation 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Long-Term Acute Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcated Observation 0 0
Facility Utilization 254 10,497 51,172 6,422 5.5 157.8 62.123
(Includes ICU Direct Admissions Only)
Inpatients and Outpatients Served by Pavor Source
Medicare Medicaid Other Public  Private Insurance Private Pay  Charity Care Totals
43.9% 8.1% 0.3% 41.2% 1.1% 5.4%
Inpatients 4610 853 29 4322 13 570 10,497
31.7% 16.3% 0.4% 46.8% 2.5% 2.3% :
Outpatients 79805 41093 979 117966 6368 5873 252,084
Linancial Year Reported:  10/1/2009 to 9/30/2010 ! ( ien Payor r ., Total Charity
) . ] . . Charity Care Expense
Medicare Medicaid Other Public  Private Insurance  Private Pay Totals Care 3.194.160
Inpatient 33.0% 13.5% 1.0% 52.1% 0.4% 100.09% Expense rot ,Is éhar_t
Revenue ofals: ity
(%) 53,130,276 21,686,104 1,620,635 83,733,288 692,311 160,862,614  4.837.006 | ‘care as % of
Outpatient 21.2% 4.1% 1.0% 68.7% 5.1% 100.0% Net Revenue
Revenue ( $) 30,330,037 5,823,203 1,422,729 98,192,655 7,234,489 143,003,113 3,357,154 2.7%
Birthing Data Newborn Nursery Utilization n Tran i
Number of Total Births: 569 Level 1 Patient Days 1,269 Kidnev: 0
Number of Live Births: 568 Level 2 Patient Days 40 Hean'y ' 0
Birthing Rooms: 0 Level 2+ Patient Day 0 Lung: 0
Labor Rooms: 0 Total Nursery Patientdays 1,309 Heart/Lung: 0
Delivery Rooms: 0 . .

) . Pancreas: 0
Labor-Delivery-Recovery Rooms: 5 _ . Laboratory Studies Liver- 0
Labor-Delivery-Recovery-Postpartum Rooms: 0 Inpatient Studies 543,521 '

C-Section Rooms: 0 Outpatient Studies 685,090 Total: 0

o
]

CSections Performed: 2

Studies Performed Under Contract 75,012




Hospital Profile - CY 2010 Swedish American Hospital Rockford Page 1
Ownership, Management and General Information ien Patients by Ethnicity
ADMINISTRATOR NAME:  Kathleen Kelly, MD White 82.5% Hispanic or Latino: 7.2%
ADMINSTRATOR PHONE  815-489-4007 Black 14.1% Not Hispanic or Latino: 91.0%
OWNERSHIP: SwedishAmerican Hospital American Indian 0.0% Unknown: 1.8%
OPERATOR: i i i i
. SwedishAmerican Hosp:tal A5|an" . 1.0% IDPH Number: 2725
MANAGEMENT: Not for Profit Corporation (Not Church-R Hawaiian/ Pacific 0.0%
CERTIFICATION: UnKNnown: 239  HPA B-01
FACILITY DESIGNATION: HSA 1
ADDRESS 1401 E State Street CITY: Rockford COUNTY: Winnebago County
ili ilization C: rvi
Authorized Peak Beds Average Average CON Staff Bed
. i CON Beds Setup and Peak Inpatient Observation Length Daity Occupancy Occupancy
Clinical Service 12/31/2010 Staffed Census Admissions _Days ~ Days ofStay Census  12/31/2010 Rate %
Medical/Surgical 209 209 182 11,992 50,588 1,334 4.3 142.3 /681 68.1
0-14 Years 0 0 : d
15-44 Years 2,165 7,903
45-64 Years 4,299 17,626
65-74 Years 2,409 10,004
75 Years + 3,119 15,055
Pediatric i 28 14 14 498 1,283 82 2.7 3.7 13.4 26.7
Intensive Care 30 30 30 1,867 8,123 7 4.4 22.3 74.2 74.2
Direct Admission 500 2,175
Transfers 1,367 5,948
Obstetric/Gynecology 34 33 33 3,237 8,211 17 25 225 66.3 68.3
Maternity 2,774 7,185
Clean Gynecology 463 1,026
Neonatal 0 0 0 4] 0 0.0 0.0 0.0 0.0
Long Term Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Swing Beds 0 0 0.0 0.0
Acute Mental Hliness 32 32 25 1,078 6,493 0 6.0 17.8 55.6 55.6
Rehabilitation 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Long-Term Acute Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcated Observation 0
Facility Utilization 333 17,305 74,698 1,440 44 208.6 62.642
(Includes ICU Direct Admissions Only)
i i Payor I
Medicare Medicaid Other Public  Private Insurance Private Pay  Charity Care Totals
41.6% 25.3% 0.6% 24.3% 5.2% 3.1%
Inpatients 7191 4372 111 4204 894 533 17,305
27.6% 24.3% 0.9% 33.5% 10.6% 3.2%
Outpatients 49477 43497 1553 59068 19078 5668 179,241
FLinancial Year Reported; 6/1/2009 to 5/31/2010 | i ient Net Reven Payor So 5 | Total Charity
. Charity ' (care Expense
Medicare Medicaid  Other Public Private Insurance Private Pay Totals Care ‘ 8.242 136
Inpatient 41.1% 21.4% 1.0% 35.8% 0.8% 100.0% Expense R
Revenue ( $) 32 0 . Totals: Charity
68,442,051 35,719,853 1,592,067 59,566,406 1,252,726 166,573,103 4,325,58 \ Care as % of
Outpatient 16.0% 7.6% 0.5% 62.7% 13.2% 100.0% I Net Revenue
Revenue ( $) 18,874,744 8,994,494 641,159 74,158,738 15,633,853 118,302,988 3,916,556 2.9%
Birthing Data n ilizati Organ Transplantation
Number of Total Births: 2,495 Level 1 Patient Days 4,222 Kidney: 0
Number of Live Births: 2,485 Level 2 Patient Days 0 Heart: ' 0
Birthing Rooms: 0 Level 2+ Patient Day 2,145 Lung: 0
Labor Rooms: 0 Total Nursery Patientdays 6,367 Heart/Lung: 0
Delivery Rooms: 0 Pancreas: 0
Labor-Delivery-Recovery Rooms: 9 ' Laboratory Studies Liver 0
Labor-Delivery-Recovery-Postpartum Rooms: 0 Inpatient Studies 381,184 :
C-Section Rooms: 2 Outpatient Studies 759,501 Total: 0
CSections Performed: 792 Studies Performed Under Contract 149,934

* Note: Radiation section inciudes treatments and not courses of treatments.




Hospital Profile - CY 2014 Rockford Memorial Hospital Rockford Page 1
QOwnership. Management and General Information Patien Patients by Ethnicity
ADMINISTRATOR NAME:  Dan Parod White 76.4%  Hispanic or Latino: 6.3%
ADMINSTRATOR PHONE  815-971-6708 Black 15.6%  Not Hispanic or Latino: 91.4%
OWNERSHIP: Rockford Health System American Indian 0.1%  Unknown: 2.3%
OPERATOR: Rockford Memorial Hospital Asian 0.4%
MANAGEMENT: Not for Profit Corporation (Not Church-R Hawaiian/ Pacific 0.1% IDPH Number: 2048
CERTIFICATION: None Unknown 7.5% HPA B-01
FACILITY DESIGNATION:  General Hospital HSA 1
ADDRESS 2400 North Rockton Avenue CITY: Rockford COUNTY: Winnebago County
ili ilization D c f Servi
Authorized Peak Beds Average  Average CON Staffed Bed
. A CON Beds Setup and Peak Inpatient Observation Length Daily Occupancy Occupancy
Clinical Service 12/31/2014 Staffed Census Admissions _ Days Days of Stay  Census Rate % Rate %
Medical/Surgical 223 171 171 7,579 37,199 2,199 5.2 107.9 / 484 J,"’ 63.1
0-14 Years o ' 0 )
15-44 Years 1,196 4,652
45-64 Years 2,581 11,923
65-74 Years 1,567 8,416
75 Years + 2,235 12,208
Pediatric 35 20 16 991 2,733 618 34 9.2 26.2 459
Intensive Care 32 28 28 2,435 6,211 24 2.6 171 53.4 61.0
Direct Admission 2,014 4,590
Transfers 421 1,621
Obstetric/Gynecology 35 35 32 1,684 5,069 192 31 14.4 41.2 41.2
Matermity 1,612 4,906
Clean Gynecology 72 163
Neonatal 46 46 46 413 11,956 0 28.9 32.8 71.2 71.2
Long Term Care 0 0 0 0 0.0 0.0 0.0 0.0
Swing Beds 0 0 0.0 0.0
Acute Mental (liness 20 14 14 681 4,120 0 6.0 11.3 56.4 80.6
Rehabilitation 0 0 0 0 0 0.0 0.0 0.0 0.0
Long-Term Acute Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcated Observation 16 1661
Facility Utilization 391 13,362 67,288 4,694 54 197.2 50.4
(Includes ICU Direct Admissions Only)
| i i Payor
Medicare Medicaid Other Public  Private Insurance Private Pay Charity Care Totals
Inpatients 32.9% 29.8% 8.2% 22.5% -0.7% 71%
npatien 4402 3986 1102 3013 -96 955 13,362
Outpatients 19.3% 38.7% 7.3% 25.9% 3.0% 5.8%
utpatie 18860 37749 7100 25258 2950 5686 97,603
Financial Year Reported: 11112014 t0  12/31/2014 i n ien Reven Payor i Total Charity
. . ] ] . Charity Care Expense
Medicare Medicaid Other Public Private Insurance  Private Pay Totals Care 4779.953
l;patlent . 24.6% 30.2% 7.3% 39.2% 1.3% 100.0% Expense ' c
evenue Total Charity
51,381,965 63,083,993 15,259,189 81,924,470 2,775,539 208,874,078 2,456,931 Care as % of
Outpatient 14.1% 16.8% 5.3% 62.0% 1.8% 100.0% Net Revenue
Revenue ( $) 17,362,055 20,629,507 6,539,339 76,268,185 2,234,835 123,033,921 2,323,022 1.4%
Birthing Data n Nur: ilization n lan
Number of Total Births: 1,514 Level | Level Il Level I+ Kidney: 0
Number of Live Births: 1,504 Beds 26 0 0 Heart: 0
Birthing Rooms: 0 Patient Days 2,735 0 0 Lung: 0
Labpr Rooms: 0 Total Newborn Patient Days 2,735 Heart/Lung: 0
Delivery Rooms: 0 Pancreas: 0
Labor-Delivery-Recovery Rooms: 12 Laboratory Studies Liver: 0
Labor-Delivery-Recovery-Postpartum Rooms: 0 Inpatient Studies 562,174 Total: 0
C-Section Rooms: 2 Outpatient Studies 255,409
CSections Performed: 594 Studies Performed Under Contract 765,452




Hospital Profile - CY 2014 Saint Anthony Medical Center Rockford Page 1
Owpership, Management and General information Patients by Race jen thnicj
ADMINISTRATOR NAME:  Paula A. Carynski White 89.0%  Hispanic or Latino: 3.9%
ADMINSTRATOR PHONE  815-395-5343 Black 5.4%  Not Hispanic or Latino: 95.7%
OWNERSHIP: OSF HealthCare System American Indian 0.1%  Unknown: 0.4%
OPERATOR: OSF HealthCare System Asian 0.8%
MANAGEMENT: Church-Related Hawaiian/ Pacific 0.0% IDPH Number: 2253
CERTIFICATION: None Unknown 4.7% HPA B-01
FACILITY DESIGNATION:  General Hospital HSA 1
ADDRESS 5666 East State Street CITY: Rockford COUNTY: Winnebago County
ili ilization C
Authorized Peak Beds Average  Average CON Staffed Bed
. . CON Beds Setup and Peak Inpatient Observation Length Daily Occupancy Occupancy
Clipical Service 1213112014 Staffed Census  Admissions  Days Days ofStay  Census Rate % Rate %
Medical/Surgical 190 179 144 7,847 ' 37502 ; 4642 54 115.5 ‘/.60.8/) 64.5
0-14 Years o~ 0
1544 Years 797 3,760
45-64 Years 2,390 11,155
65-74 Years 1,787 8,678
__ T5Years+ 2,873 13,909
Pediatric 13 9 3 47 98 136 5.0 0.6 49 71
Intensive Care 38 38 38 2,608 8,434 70 3.3 23.3 61.3 61.3
Direct Admission 2,174 6,730
Transfers 434 1,704
Obstetric/Gynecology 13 11 11 639 1,344 2 21 3.7 28.4 335
Matemity 474 1,042 :
Clean Gynecology 165 302
Neonatal 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Long Term Care 0 0 0 0 0 0.0 0.0 0.0 0.0
Swing Beds 0 0 0 0.0 0.0
Acute Mental lliness 0 0 0 0 0 0.0 0.0 0.0 0.0
Rehabilitation 0 0 0 0 0 0.0 0.0 0.0 0.0
Long-Term Acute Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcated Observation 0 0
Facility Utilization 254 10,707 47,378 4,850 4.9 143.1 56.3
(Includes ICU Direct Admissions Only)
Inpatients and QOutpatients Served by Payor Source
Medicare Medicaid Other Public  Private Insurance Private Pay Charity Care Totals
Inpatients 45.7% 10.8% 0.7% 38.6% 0.7% 3.5%
npatien 4889 1155 78 4137 74 374 10,707
Outpatients 33.5% 17.0% 0.5% 44.2% 2.7% 21%
pa 73230 37117 1071 96583 5893 4629 218,523
Financial Year Reported:  10/1/2013 to 9/30/2014 Inpati i n r . Total Charity
) o . ] ] Charity Care Expense
Medicare Medicaid Other Public Private Insurance  Private Pay Totals Care 6.924 818
';Pa"e"‘ - 32.6% 11.8% 0.4% 54.6% 0.6% 100.0% Expense c'
evenue Total Charity
57,262,577 20,768,297 658,814 95,941,947 988,360 175,619,995 3,700,901 Care as % of
Outpatient 18.7% 8.2% 1.1% 68.6% 3.3% 100.0% Net Revenue
Revenue ( $) 28,683,266 12,507,473 1,739,656 105,031,775 5,106,861 153,069,031 3,223,917 2.1%
Birthing Data N r ilizati r nspl i
Number of Total Births: 458 Level | Level Il Level lI+ Kidney: 0
Number of Live Births: 458 Beds 20 3 0 Heart: 0
Birthing Rooms: 0 Patient Days 940 41 0 Lung: 0
Labpr Rooms: 0 Total Newborn Patient Days 981 Heart/Lung: 0
Delivery Rooms: 0 Pancreas: 0
Labor-Delivery-Recovery Rooms: 5 Laboratory Studies Liver: 0
Labor-Delivery-Recovery-Postpartum Rooms: 0 Inpatient Studies 428,867 Total: 0
C-Section Rooms: 0 Qutpatient Studies 725,836
CSections Performed: 168 Studies Performed Under Contract 70,501
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Ownership, Management and General Information Patients by Race Pati haici
ADMINISTRATOR NAME:  Kathy Kelly, MD White 82.9%  Hispanic or Latino: 8.6%
ADMINSTRATOR PHONE  779-696-9110 Black 14.8%  Not Hispanic or Latino: 90.3%
OWNERSHIP: SWEDISHAMERICAN HOSPITAL American Indian 0.1%  Unknown: 1.1%
OPERATOR: SWEDISHAMERICAN HOSPITAL Asian 1.0%
MANAGEMENT: Not for Profit Corporation (Not Church-R Hawaiian/ Pacific 0.0% IDPH Number: 2725
CERTIFICATION: None Unknown 1.1% HPA B-01
FACILITY DESIGNATION: HSA 1
ADDRESS 1401 E State Street CITY: Rockford COUNTY: Winnebago County
ili iliz D c f i
Authorized Peak Beds Average Average CON Staffed Bed
. . CON Beds Setup and Peak Inpatient Observation Length Daily Occupancy Occupancy
Clinical Service 12/31/2014 Staffed Census Admissions Days Days of Stay  Census Rate % Rate %
Medical/Surgical 209 196 139 9745 . 39,985 5,841 47 1256 ," 60.1 /" 64.1
0-14 Years 0o 0 : ’
15-44 Years 1,474 5,206
45-64 Years 3619 14,087
65-74 Years 2,161 9,242
L 75 Years + 2,491 11,450
Pediatric 28 10 8 221 578 164 34 2.0 7.3 20.3
Intensive Care 30 22 22 1,985 5,285 296 2.8 16.3 51.0 69.5
Direct Admission 515 1,401
Transfers 1,470 3,884
Obstetric/Gynecoiogy 34 34 29 2,958 7,165 142 2.5 20.0 58.9 58.9
Matemity 2,711 6,569
Clean Gynecology 247 596
Neonatal 0 0 0.0 0.0 0.0 0.0
Long Term Care 0 0 0.0 0.0 0.0 0.0
Swing Beds 0 0 0.0 0.0
Acute Mental lliness 32 32 29 1,353 7,594 0 5.6 20.8 65.0 65.0
Rehabilitation 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Long-Term Acute Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcated Observation 10 1185
Facility Utilization 333 14,792 60,607 7,628 4.6 186.9 56.1
(Includes ICU Direct Admissions Only)
| i n i P r
Medicare Medicaid Other Public  Private Insurance Private Pay Charity Care Totals
Inpatients 40.7% 29.4% 1.4% 26.8% 0.3% 1.4%
Npatien 6016 4344 210 3970 50 202 14,792
Outpatients 35.0% 24.6% 1.3% 31.6% 5.5% 2.0%
utpatien 80086 56271 2052 72394 12704 4616 229,023
Financial Year Reported: 6/1/12013 ¢ 5/31/2014 ien i e v Payor r i Total Charity
? Charity Care Expense
Medicare Medicaid Other Public Private Insurance  Private Pay Totals Care 8.666.418
;‘Pat"’“t (9 34.1% 18.3% 0.9% 36.3% 10.5% 100.0% Expense
venue i
e 64,070,909 34,402,409 1,672,341 68262636 10600377 188,107,672 4693089 | 0wl Charity
Outpatient 17.2% 3.6% 0.9% 60.2% 18.0% 100.0% Net Revenue
Revenue ( $) 36,364,005 7,704,616 1,914,480 127,251,425 38,119,142 211,353,668 3,973,329 2.2%
Birthing Data r ilization Organ Transplantation
Number of Total Births: 2,564 Level | Level Il Level I+ Kidney: 0
Number of Live Births: 2,558 Beds 36 0 14 Heart: 0
Birthing Rooms: 0 Patient Days 4,469 0 2,346 h““% L 8
Lab_or Rooms: 0 Total Newborn Patient Days 6,815 earvi.ung:
Delivery Rooms: 0 Pancreas: 0
Labor-Delivery-Recovery Rooms: . 9 Laboratory Studies Liver: 0
Labor-Delivery-Recovery-Postpartum Rooms: 0 Inpatient Studies 301,759 Total: 0
C-Section Rooms: 2 Outpatient Studies 886,870
CSections Performed: 826 Studies Performed Under Contract 149,050




Excerpts from Applications for
Project Nos. 15-038 and 15-039 on Patient Days

Attachment C




2014

Dept./ Historical PROJECTED STATE MET
Service Utilization* UTILIZATION* STANDARD STANDARD?
(Patient Days) (patient days)
(TREATMENTS) YEAR1 YEAR2
M/S (days) 37,199 16,500 16,500 13,414 YES
ICU (days) 6,211 850 850 658 YES
Emergency
Dept. 54338 32,000 32600 32,001 YES
Surgery (hrs) 20607 4,500 5,000 4,501 YES
GeneralR&F 43,792 8,800 8,800 NA NA
CcT 17,861 2,900 2,900 NA NA
MRI 7,142 1,650 1,650 NA NA
Ultrasound 10,227 700 700 NA NA

*Historical utilization for RMH .and projected utilization for Rockton.Avenue Campus

Projecr ®15-03%
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2014
Dept./ Historical PROJECTED STATE MET
Service Utilization* UTILIZATION* STANDARD STANDARD?
{Patient Days) {patient days)
(TREATMENTS) YEAR1 YEAR 2
M/S (days) 37,199 30,000 31,400 31,025 YES
Pediatrics (days) 2,733 2,800 2,900 2610 YES
Obstetrics (days) 4,906 5,600 6,200 6,023 YES
LDRs (births) 1,514 1,600 1.600 1,201 YES
C-Section (proc) 594 625 650 800 NO
ICU (days) 4,590 6,000 6,900 6,880 YES
NICU (days) 11,956 12,250 12,750 12,319 YES
Gen'l Radiol. (proc) 43,792 21,000 25,775 16,001 YES
Ultrasound (proc) 10,227 6,000 6,600 6,201 YES
CT (proc) 17,861 10,000 10,180 7,001 YES
MRI (proc) 7,142 3,500 3,850 2,501 YES
Nuclear Med. (proc) 1636 1,600 1,600 N/A N/A
Angiography 6,348 6,350 6,350 1,800 YES
ED (patients) 54,338 18,900 21,700 20,000 YES
Cath (proc) 2,165 2,200 2,200 1,501 YES
Surg-Gen.QRs (hrs) 18,926 15,000 15,900 13,500 YES
Surg.-OHS (hrs) 790 800 800 NA NA
Surg.-Urol. (hrs) 1,542 1,550 1,550 NA NA
Endoscopy (hrs) 2,590 3,000 3,500 3,001 YES
Bronchoscopy (hrs) 1,254 1,300 1,300 NA NA
*historical utilization provided for RMH. Projected utilization provided for MercyRockford-
Riverside.

Protcet ¥15-029
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Inventory of Hospital Services, Update of
October 16, 2015
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Hospital
Planning
Area
A-001
A-002
A-003
A-004
A-005
A-006
A-007
A-008
A-009
A-010
A-011
A-012
A-013
A-014

£ B-001

T B-002

B-003
B-004
C-001
C-002
C-003
C-004
C-005
D-001

D-002
D-003
D-004
D-005
E-001

E-002
E-003
E-004
E-005
F-001

F-002
F-003
F-004
F-005
F-006
F-007
Totals

ILLINOIS DEPARTMENT OF PUBLIC HEALTH
REVISED BED NEED DETERMINATIONS
10/16/2015

MEDICAL-SURGICAL/PEDIATRIC BEDS

INTENSIVE CARE BEDS

OBSTETRIC BEDS

Calculated Bed

Calculated Bed

Calculated Bed

Beds Bed Need Need Excess| Beds BedNeed Need Excess| Beds BedNeed Need Excess
2,142 1,182 0 960 381 - 345 0 36 239 89 0 150
1,630 929 0 701 384 354 0 30 237 67 0 170
1,650 1,131 0 519 247 219 0 28 194 123 0 71
2,266 1,627 0 639 363 343 0 20 202 128 0 74
1,059 868 0 191 241 233 0 8 181 84 0 97
1,134 663 0 471 221 217 0 4 126 49 0 77
1,207 878 0 329 192 173 0 19 172 36 0 136

614 495 0 119 94 98 4 0 70 44 0 26
770 696 0 74 108 110 2 0 112 76 0 36
291 248 0 43 41 38 0 3 43 39 0 4
296 304 8 0 45 47 2 0 28 57 29 0
409 331 0 78 58 56 0 2 68 35 0 33
676 735 59 0 104 123 19 0 91 99 8 0
282 164 0 18| . 57 56 0. 1 42 16 0 26
732 449 0 283 100 106 6 0 82 42 0 40
103 72 0 31 8 7 0 1 14 10 0 4
158 123 0 35 14 14 0 0 17 14 0 3
97 109 12 0 20 7 0 13 22 17 0 5
870 528 0 342 146 151 5 0 80 44 0 36
273 159 0 114 30 20 0 10 29 19 0 10
193 90 0 103 21 17 0 4 17 11 0 6
69 64 0 5 12 6 0 6 16 8 0 8
399 221 0 178 34 30 0 4 42 23 0 19
429 258 0 171 56 48 0 8 64 25 0 39
289 182 0 107 31 22 0 9 46 27 0 19
182 124 0 58 20 11 0 9 21 18 0 3
397 200 0 197 48 46 0 2 44 22 0 22
106 87 0 19 9 8 0 1 19 14 0 5
705 445 0 260 100 123 23 0 62 32 0 30
89 62 0 27 8 2 0 6 3 11 8 0
64 30 0 34 4 2 0 2 0 6 6 0
122 66 0 56 13 5 0 8 11 8 0 3
193 135 0 58 26 23 0 3 27 12 0 15
1,003 497 0 506 108 104 0 4 174 61 0 113
157 99 0 58 12 7 0 5 21 11 0 10
176 85 0 91 12 5 0 7 14 14 0 0
263 160 0 103 38 30 0 8 18 13 0 5
120 56 0 64 0 0 0 0 0 10 10 0
195 154 0 41 26 26 0 0 12 17 5 0
270 144 0 126 23 17 0 6 28 11 0 17
22,080 14,850 79 7,309| 3,455 3,249 61 267 2,688 1,442 66 1,312




Excerpt from Permit Applicatidn for
Project No. 15-039 on Operating Costs
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Alternative 1, Construct a New Hospital on the Current Rockford Memorial Hospital Site
The applicants commissioned AECOM, a firm with all required expertise, to evaluate the

current RMH site, to determine if a new hospital could be constructed on the site, concurrent to

the continued operation of the existing hospital. The determination was made that this
alternative could not be accomplished in a reasonable fashion. Construction would require a
phased program, involving demolition as well as construction, over a 6-8 year period, and with
significant disruption to ongoing operations. The estimated project cost of replacing RMH on-
site is $625-$675M. The quality of care associated with this alternative would be similar to that
of the proposed project, the operating costs would be slightly less, and overall access in RMH’s

service areawould be compromised with the operation of a single Emergency Department.

Alternative 2. Total Renovation of Rockford Memorial Hospital

An architectural and engineering evaluation of the current physical plant was conducted,
and the determination was made that while some of the hospital’s newer buildings could be
renovated for continued use, given the ages of the buildings and the associated cost of doing so,

this alternative did not appropriately address the purpose of the project.

Due primarily to the age of the hospital and the design and construction standards that
were in place at the time of construction (generally 1954-1975), even with extensive renovation,

many contemporary standards could not be met. Examples of such include; ADA/ANSI

standards that cannot be met, room heights that limit the installation of equipment, undersized

elevators, and double-loaded corridors on nursing units that result in an inability to re-design

units in an efficient and contemporary fashion.

The project costs associated with this alternative are estimated to be $425-$475M, with
the acknowledgement that numerous facility deficiencies, as discussed above, cannot be
corrected. The operating costs associated with this project are anticipated to be similar to those
of the proposed project, given that the mechanical systems associated with a renovated building
would continue to be less efficient than those of a new building, and that the staffing costs would
be slightly lower, due to eliminated duplication. The quality of care to be provided in

conjunction with this alternative was anticipated to be virtually identical to that of the proposed

ATTACHMENT 13
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Map of Rockford Area HPSAs
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Rockford Underserved Populations
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Primary Care HPSA Components, Type and Degree of Shortage by Tract / County, HRSA HPSA
Database March 2015

& Population Group; Over 20.0 FTE Needed
% Population Group; 1.1 - 20.0 FTE Needed
OJ Population Group; Under 1.1 FTE Needed
Geographic Area; Over 20.0 FTE Needed
Geographic Area; 1.1 - 20.0 FTE Needed
£ Geographic Area; Under 1.1 FTE Needed

Community Commorns, 10/21/2013




Excerpt from 2014 Healthy Community Study

Attachment G




(%SS"L€) S2183S Paungy
(%86°9€) StoulllIg
(%T1°vS) easy Lodayy

0O

%08

panasiapun uoiieindod §0 Juadiad ‘T ainsiq

) %SS°LE . 0vS'616°TT T69°TLE8S 6¥'L9T°L0T $alels payun
%86°9¢ SPEVST'T 6V1'T6E'E 680°€66'S ; _ stouljll
%T6°6Y T6V8T | EVO'LE Tr0’'s9 ‘ 11 ‘Asuno) owmnm::_\s
%LTTL 977'9 L79'8 867°TT | | 71 ‘Ayuno) auoog
%CT vS LTL'YT o 0L9'SY ove'98 | o ealy yoday

paniasiapun uone|ndod uonendog paAISSIapUN uone|ndod VSdH ©
pajeusisaq jo Juaduad uoneusisaq ySdH ut Suiary uonejndod |e3o).

uonejndod pamiasiapun ST JjqeL

‘$9NSS|

snjels yjjeay pue ssadde 03 SaINQLIIU0I sjeuoissajoud yijeay Jo a8enoys e 3snedaq JUBAI|AU S| J03BIIpUI SIY] ‘S|euoIssdjo.d
yijeay |ejuaw Jo |ejuap ‘aJed |ealpaw Alewsd Jo a8ejuoys e Suiney se paulyap ‘(YSdH) ,ealy 98euoys |euoissajold
yijeaH,, e se paireusisap ease diydesd0a8 e ui Bulal s jey) uoireindod ayy Jo a8eiuadiad ayjy spodal Joiedipul SiyL




Maps from Rockford Area Transportation Study
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Excerpt from Permit Application for
Project No. 15-038 on Closure of Services
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DISTRIBUTION OF CLINICAL SERVICES

Service
Medical/Surgical Units
Adult ICU

/Pediatric ICU | .

" Pediatrics Unit
Psychiatry Unit

“Obstetrics Unit -

Neonatal Intesnsive Care Unit

) Emergency Department
Convenient Care Center
Radiology/Imaging Department
Inpatient Surgery
Outpatient Surgery

i Cardiac Cath/Open Heart Surgery

~ Outpatient Diagnostics
Inpatient Diagnostics
Cancer Center
Cardiopulmonary Rehab.
Infusion Therapy Center
Wound Care Center
Physical Therapy
Ogcupational & Speech Therapy
Laboratory
Physicians' Offices

Rockton Ave.

Campus
X
X

>

PPN KD D N X X b M

Riverside
Campus

E i e

PEPE K D D K

XK K

Prosect No. IS-03%




Census Tract Data for West Side of Rockford
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Census Tract Population Profile
Rockford Metro Area

Population

Below Poverty Level *

Rockford City Population 152,871 (2010) 21.9%
Rockford City Population 149,123 (2014) 25.5%
State of Illinois 12,880,580 (2014) 14.1%
Rockford City “West-side” population as defined by 20 census tracts
Percent Below
Census Tract (CT) Population (2010) Poverty Level * (2009)

36.01 1,838 13.7%

36.02 3,874 28.8%

36.05 2,315 18.9%

36.04 3,084 5.6%

36.06 2,667 22.1%

33 3,822 28.6%

34 4,680 22.7%

35 2,413 4.5%

23.01 2,721 37.1%

30 1,719 6.4%

31 4,167 33.3%

32 3,647 61.2%

23.02 1,386 17.2%

24 2,696 52.2%

25 ' 3,402 54.5%

26 3,753 52.4%

29 1,111 36.4%

22 3,728 17.9%

27 3,434 41.0%

28 1,828 40.8%

20CT’s 58,285 (Total)

(38.1% of Rockford City population in 2010)
* Percent of total of census tract population in poverty

Source: US Census Bureau; USA.com; World Media Group; proximity, Illinois Census Tract

Demographic Characteristics, American Community Survey

Compiled by: PRISM Healthcare Consulting

PRISM



Rockford Area Transportation Study,
Percent Using Public Transportation Map

Attachment K




11 ‘dnoax 1qereyy) e oy,
0V Aq paredaid

ja0dary D

%01 ey aIopy l
%01 - %<'L HIR

%S°L - %0

%0'S - %S°T |

%G'G - %O |-

9%T Uey) sso|
dnoadyporg snsua)) 000z
Arepunog £1uno)) i
Axepunog 97838 D
sore sofoy [
PROA[IBY -+

proy AIBpUO0ISS
peoy ATeWLl ——
PeOY SS000Y POJIUITT s

uonyeyrodsues], oryqng

suIs) IuadId g
o'y delw

NV1d

NOLLYLYOJdSNYY L /
S3OIAYIS NVIWNH K

SN 0€

144

AN

N

R

f 20y

N\

S ] B
) %&T = .
| i JEET
N %\ Biwil
ofeqouUIp
~ ]“1
N m _
!




Excerpts from Rockford Health System’s
Community Benefit Plan
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Excerpt from CON Application
Project No. 15-039 Showing Patient Origin
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ydld
Code
61103
61101
61102
61115
61111
61107
61104
61109
61108
61073
61114
61032
61008
61072
61088
61080
61065
61063
61010
61024
61081
61021
61068
61061
61342
61054
61019
61071
53511

% of
Community , Adm
Rockford 13.3%
Rockford 11.8%
Rockford 6.5%
Machesney Park 6.1%
Loves Park 5.1%
Rockford 4.7%
Rockford 4.1%
Rockford 4.0%
Rockford 3.7%
Roscoe 3.4%
Rockford 3.2%
Freeport 2.8%
Belvidere 2.4%
Rockton 2.1%
Winnebago 1.8%
South Beloit 1.7%
Poplar Grove 1.2%
Pecatonia 1.1%
Byron 1.1%
Durand 1.0%
Sterling 1.0%
Dixon 0.9%
Rochelle 0.8%
Oregon 0.8%
Mendota 0.8%
Mount Morris 0.6%
Davis 0.6%
Rock Falls 0.6%
- Beloit, Wis. 0.5%
other, <0.5% 12.4%

Cum.

%
13.3%
25.1%
31.5%
37.6%
42.7%
47.4%
51.5%
55.5%
59.2%
62.6%
65.8%
68.6%
71.1%
73.2%
74.9%
76.6%
77.8%
78.9%
80.0%
80.9%
81.9%
82.8%
83.6%
84.5%
85.3%
85.9%
86.5%
87.1%
87.6%

100.0%

77
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Hinshaw Consulting Report on Available Sites
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100 Park Avenue

P.O. Box 1389

Rockford, 1L 61105-1389
CONSULT]NG T815-4§0-4900

F 815-490-4901
www.hinshawconsulting.com

October 26, 2015

Health Facilities and Services Review Board
c/o Courtney Avery, Administrator

2nd Floor

525 West Jefferson Street

Springfield, Illinois 62761

Re:  CON Applications of MercyRockford Health System, Project Nos. 15-038 and 15-039
Potential Sites on Rockford’s West Side for Hospital Modernization or Construction

Dear Members of the Board:

Hinshaw Consulting, LLC has been asked to review the alternatives for hospital siting relating to
Rockford Memorial Hospital’s (RMH) pending CON application. We have not been retained to conduct
a market study, appraisals or to undertake any work to determine the suitability of any particular site or
sites, but we have been tasked to assess in general terms, the availability of west side alternatives to the
proposed RMH plan. We have concluded that there are options available that would allow for on-site
modernization of the existing campus or near-site construction of a new campus. RMH and its affiliates
own significant property directly surrounding the existing RMH campus and have access to additional
adjacent properties in the neighborhood which would allow for extensive remodeling and expansion of
the facility. Alternatively, we have noted that there is sufficient green space on the west side of Rockford

that would appear to be suitable to build a new hospital if that alternative were to be pursued.

A. RMH owns or has access to much of the property surrounding its existing campus

As can be seen on the attached Map 1, the existing RMH campus is made-up of 45 parcels totaling 37.06
acres plus an additional 13.36 acres occupied by Rockford Health Physicians. RMH also owns 6.35 acres
of surrounding parcels and there are nearby properties that could be acquired through eminent domain if
needed. Another possibility for expansion would be Summerdale School at Glenwood and Kilbumn
located behind the current hospital. This site is 8.82 acres in size and if District 205 were open to a sale

of the property, it would provide a ready opportunity for growth adjacent to the existing RMH site.
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October 26, 2015

Page 2

B. Many alternative sites are available on Rockford’s West Side

In order to demonstrate options available to RMH, some examples of potential relocation sites are shown
on the maps attached hereto as Maps 2-5. To describe these properties briefly, there is a group of parcels
along West State Street between Pierpont and Springfield Avenues consisting of 46.74 acres (Map 1, this
property lies within an area that is eligible for TIF and other potential incentives which could further
reduce the costs associated with this option); there is a cluster of parcels along Auburn Road, near
Springfield Avenue that comprise a total of 407.14 acres (Map 2, these do have an indication of value
with sales history showing around $6,500 per acre); there are unimproved parcels near the Wal-Mart on
Owens Center and Riverside consisting of 52.14 Acres; and finally a group of properties near Wesley
Willows at Owens Center and Elmwood consisting of 661.01 acres. We make no judgment as to the
suitability of any of these sites, but note that each is larger than the existing campus, would allow RMH to
remain on the west side of Rockford and appear to be potentially available and viable for development.
Additionally, this option could likely be pursued at lower cost than that proposed by the Applicant’s move

to the more affluent and commercially desirable location next to the interstate on Riverside Boulevard.

It is common knowledge that land on the west side of Rockford is generally less expensive than land on
the east side of Rockford and that utilities and infrastructure are generally available throughout the City
(wherever RMH chooses to build in Rockford, some infrastructure upgrades will be necessary). Land on
the west side of Rockford such as the sites attached hereto, tend to be available for approximately $20,000
per acre or less (some is assessed at farm value), while the land to which RMH seeks to relocate is in an
area that traditionally commands much higher prices. For example, SwedishAmerican Hospital recently
built a cancer treatment center very near to the east side RMH property and County records appear to
show that the land sold for $200,000 per acre. The RMH property on Riverside Boulevard consisting of
approximately 263 acres and currently made-up of 9 parcels, should be able to be easily sold for
commercial development and would likely net commensurate rates per acre, and the funds generated
therefrom would thus be far more than what would be required for a comparably sized west-side site that

would maintain quality care on the west side of Rockford.
CONCLUSIONS

It is our assessment that there are potential opportunities that could be studied which might lead to viable

options for modernization of the existing RMH campus or for relocation to a new west-side site. These
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options are likely to be cost effective and, if chosen would provide for a continuation of the full services
of a Level I facility for RMH’s existing patient population and would as well maintain a distribution of
health facilities across the City. Map 6, shows the current sites of the three hospitals serving Rockford to

demonstrate the current distribution.

Sincerely,
HINSHAW CONSULTING, LLC
f € S

Gregory E. Cox, J.D.
Director of Legal Services
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K, mayhe 1 do
have a dog in
this race — 1

live a mile from Rock-

ford Memorial Hospital

~ but so what? All of

Rockford has a stake

in making sure that

the hospital continues

10 operate — no poan

intended — at 2400 N, f{mwever. the hospital

Rockion Ave., where it loses ]]cur]}' $10 mil-

has heen since 1954, lion a vear because it
The old Rockford is. i the words of Mer-

Ticalth System s gone.  eyRockford leadors.

Mercy Health System of “the largest Medicaid

Janesville and Rockford provider in flinois

Health Systein became  putside Cook County.”

I\'It‘l“."\'R(leﬁ)l’d Health Qs losses amounted o’

Systemin 201 and 7 g47.8 million in the pas |

maoved its headquarters; five vears, and it can't

to the Forest City. In * continuc to operate at

M()FF]SSC}I August, itamnounced  gych a level of losses.

plans for a state-of-Uhe- 0 remodel the hos-
, «t l -y d art hospital campus on - pital to 21st-cecntury
MUSL I€AQ 65 acres it owns a standards would cost
_ , Fast Riverside Bou- $500 million w $600
Cl] al’ge OI1 fevard and Interstate  million: it can't expand
- ' 90. Rewail and howel becuuse it's landlocked.
]]O S ‘)lt al development plans com- Rather than leave west
AT l plement the vision for  Rockiord, MerevRuck-
the hospial campus. furd cume up with a
MereyRockford has 2 plan to grow its busines
preannexation agree-  at the new campus whil
ment with the city retaining much of the
of Rockford for the North Rockton hospital
Riverside/1-90 land. The $100 milllon pla
Merey Rocklord has {or “onc hospital, two
commitied to keeping  campuses” MercyRock-
CHUCK SWEENY the Rockton Avenue ford leaders say, “will

hospital open. generate a caleulated
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From Poge D1

$25 million {plus) from
Wisconsin referrals,
allowing MereyRocklord
o continue hospital
services al Rocklon
Avenue, crcatc hundreds
of jobs in Rockford and
allow us to continue as
the largest provider of
Medicaid services.”

I think the
MereyRockford plan is
real because it would be
irresponsible 10 leave
the west side of the city
with no hosplial, and
doing so would generate
massive ill will woward
MercvRockford.

And there’s no chance
of gerting anothey
out-of-town system Lo
locate west of the river:
Rockford’s health care
markel isp’t that big, and
health systems are rapidly
consolidating because of
changes brought about by
the Aflordable Care Act.
aka Obamacare.

After Lalking extlensively
with MercyRocklord CEO
Javon Bea, 1 believe he
is strongly committed
Lo retaining a hospital
on the west side. e was
born and grew up near St.
Pairick Catholic Church.
Hc's one of 11 children,
Most of his extended
family lives here.

Can Bea guarantee the
North Rockton campus
more than, say, 10 vears
ou(? Nobody in the
health care busincss can
guaranlee anything, that’s
how {luid the national
health care seene is. In
10 years we could all be
covered by one National
Elealth Service, owned
cither by a for-profit
corporation or by the
government, depending on
which parly is in power.

Yes, there's lots of
support for this plan
— the biggest building
project in Rockford
history — but Ald.
Venita Hervey, D-5th,
is adamantly opposed.
Her main opposition
is 1o moving Rockford
Memorial’s Level 1 trauma
cenler Lo Lthe far cast side,
even though the Rocklon
Avenue emergency room
will remain in place.
Rock{ord is unusual in
that we have two Level 1
trauma ccnters;the other
is at OSF Sainmt Anthony
Medical Cenler, 5666
E. State St By conlrast,
Chicago, population 2.7
million, has just six Level
1s,

“I'm totally apposed,”
Hervey said Friday.
~IU's great for economic
devciopment on the cast
side. Bul horrible for
medical service” OSKF
HealthCare is oppesed,
too. '

Other than that,
the support for
MercyRockiord’s plan
is widespread. That's
important because 1llinois
is one of Lo states that
requires health care
systems Lo get a certificate
of necd for building
projects Irom the state
burcaucracy.

We have the — lake a
deep breath — llinois
Iealth Facilities and
Services Review Board
that must vole to grant a
certificate of necd for this
project to proceed.

The next step in the
stale approval process
is the HHTFSRB mecting
Now. 17 at the Bolingbrook
Golf Club. Somehow that
sCerns appropriate.

Mayor Larry Morrissey
says he supports the
MerceyRocklord project
— hesentaletter to the
health facilities board
saying so. But Bea sajd
Morrissey has been silent
on the project and he
wants the mayor to be
more demonstrative in
leading the effort to get




Donna McDaniel, director of surgical services, shows a
former operating room that is no longer targe enough
for use at Rockford Memorial Hospital. mMAx GERSH/STAFF

PHOTOGRAPHER/RRSTAR.COM

the certificate of need
approved.

*If this gols approved.

I think he'd want to be at.
the ribbon-cutiing,” Bea
said.

If Hlervey and OSF
succeed it defeating the
certificate ofnced: Bea

/is quite serious when. -,

‘e says MereyRockford,
“avill close the Rockton |
Avenue campus and move
most services to the cast
side. I{'that is Dlocked,
McrevRackford owns 10
acres on lmerstate Q0 jusl
north of the Wisconsin
linc and will build its
new hospial there —
taking evervthing out of
west Rocklord except an
urgent-care center and
some doctors’ offices.

And then, all that
new Wisconsin referral
business will stay in
Wisconsin. and Rockford
business will go 10 Beloit.

Rep. Litesa Wallace.
D-Rockford, understands

this. Like me, she believes
that MercvRockford's plan
is the way Lo keep quality
hospital and emergency
care on the ciy’s west
side. She had a mecting
Thursday at Cliffbreakers
with black ministers and
NAACP leaders. Bea and
MercyRockford doctors
cxplained the plan for
hospital expansion.

Bea said Friday that
the meeting went well: “A
lot of the ministers said
theyv'd go 1o (the Nov. 17)
hearing and speak in favor
ol it”

This is a geod plan for
Rockford. Letl’s not screw
it up the way we usually
do. MercyRockford is
chartering a bus to the
Bolinghrook meeting.
Rockford-area lcaders.
including Morrissey,
should be on it.

—Chuck Sweeny: 815-987-
1366: csweeny @rrstar.
com; (@chucksweeny
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Rockford Health System Net Revenue

2010 to 2014
Year Excess of Revenues
over Expense
2010 $47,323,000
2011 ($15,939,000)
2012 $16,537,000
2013 $19,165,000
2014 $4,513,000
TOTAL $71,598,000

Source: Rockford Health System’s Audited Financial Statements,
2010 through 2014

CHDSO01 982901




Rockford Health System and Affiliated Corporations
Consolidated Statements of Operations

Years Ended December 31, 2014 and 2013
(in thousands of dollars)

2014 2013
Revenues
Net patient service revenue $ 398,753 § 383,175
Provision for doubtful patient accounts (13,210) {25,082)
Total net patient service revenue 385,543 358,093

Provider tax and other provider payments 27,858 25,160
Other operating revenues and net assets released from restrictions 28,412 45 660

Total revenue 441,813 428,813
Expenses
Salaries and wages 211,380 198,618
Employee benefits 37,291 41,799
Supplies 63,844 63,286
Purchased services and professional fees 72,505 68,585
Depreciation and amortization 23,546 22,565
Provision for doubtful accounts 141 131
insurance 12,802 9,834
Provider tax assessment 12,096 12,254
Interest 2,193 2,272
Other 7,746 7,906

Total expenses 443,644 428,250
Operating income (1,831) 663
Nonoperating gains (losses)
Investment income 5,659 15,938
Change in fair market value of swap (38) 1.764
Other, net 723 800

Excess of revenues over expenses $ 4513 § 19,165

The accompanying notes are an integral part of the consclidated financial statemants.

3 ATTACHMENT 36
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Rockford Health System and Affiliated Corporations

Consolidated Statements of Operations

Years Ended December 31, 2013 and 2012
(in thousands of dollars)

Revenues
Net patient service revenue
Provision for doubtful patient accounts
Total net patient service revenue
Provider tax revenue
Other operating revenues and net assets released from restrictions

Totail revenue

Expenses

Salaries and wages

Employee benefits

Supplies

Purchased services and professional fees
Depreciation and amortization
Provision for doubtful accounts
Insurance

Provider tax assessment
Interest

QOther

Total expenses
Operating income

Nonoperating gains {losses)
Investment income

Change in fair market value of swap
Other, net

Excess of revenues over expenses

The accompanying notes are an integral part of the consolidated financial statements.

3

2013 2012
383175 $ 381,269
(25,082) (22,450)
358,093 358,819

25,160 23,560
45,660 33,352
428,913 415.731
198,618 196,606
41,799 37,560
63,286 60,941
69,585 68,492
22,565 22,419
131 71
9,834 5175
12,254 11,012
2272 3,050
7,906 7,259
428,250 412,585
663 3,146
15,938 12,642
1,764 (535)
800 1,284
19165 16,537




Rockford Health System and Affiliated Corporations

Consolidated Statements of Operations
Years Ended December 31, 2011 and 2010

{in thousands of dollars})

Revenues
Net patient service tevenue
Provider tax revenue
Total net patient service revenue
Other operating revenues and net assets released
from restrictons

Totat revenue

Expenses

Salaries and wages

Employee benefits

Supplies

Purchased services and professional fees
Depreciation and amortization
Provision for doubtful accounts
Insurance

Provider tax assessment
Interest

Other

Total expenses
Operating income {loss)
Nonoperating gains (losses)
Investment income

Change in fair market value of swap
Other, net

Excess (deficit) of revenues over expenses

2011 2010
$ 379737 § 387,142
22,166 24,650
401,903 411,792
21,387 29,240
423,290 441,032
197,760 185,820
40,070 38,902
60,760 60,001
64,797 54,739
21,702 19,829
20,578 18,196
8,247 7,371
9,948 9,983
3,557 3,748
7,034 7,133
434,453 405,722
(11.163) 35,310
(2,070) 13,601
(2.612) (1,553)
(94) (35)

$ (15939) $ 47,323

The accompanying notes are an integrai part of the consolidated financial statements.
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= Deloitte Financial Advisory
e OI e o Services LLP
111 S. Wacker Drive
Chicago, IL 60606
USA

Tel: +1 312 486 1000
Fax: +1 312 486 1486
www.deloitte.com

October 25, 2015

David Stenerson

Chief Financial Officer

OSF Saint Anthony Medical Center
5666 E. State St.

Rockford, IL 61108-2381

Re: Financial Impact to OSF Saint Anthony Medical Center

Dear Mr. Stenerson:

At your request, we have calculated the potential financial impact to OSF Saint Anthony Medical Center
(“SAMC”) of the proposed new hospital to be built by Mercy Rockford Memorial Hospital (“Mercy Rockford
Riverside™) at 1-90/39 & East Riverside Drive in Rockford Township, Illinois. This letter summarizes the
background, purpose, and approach and methodologies associated with our analysis and presents our key
calculations and conclusions.

BACKGROUND

We understand that Mercy Rockford Health System (“Mercy Rockford Health™) is seeking to build a second
hospital (“Mercy Rockford Riverside”) at 1-90/39 & East Riverside Drive in Rockford Township, Illinois, at an
estimated total project cost of $407.2 million. In connection with the opening of the hospital, Mercy Rockford
Health proposes to reduce its current authorized beds of 391 to 282 at its current location of 2400 N. Rockton
Avenue, Rockford, IL 61103 (“Mercy Rockford Rockton) but move a majority or 188 of its remaining beds to
the new Mercy Rockford Riverside facility.

Mercy Rockford Health has stated that due to the close proximity of the two sites, the communities served by
each hospital campus is anticipated to vary only slightly. SAMC believes that not to be true and that the proposed
location of this facility will harm SAMC’s financial health and ability to serve the community. SAMC is objecting
to Mercy Rockford Health’s application for a Certificate of Need (“CON”) which is necessary for Mercy Rockford
Health to build this new hospital (“Project”).

PURPOSE

The purpose of this analysis is to estimate the potential financial impact of the Project on SAMC. We understand
that this analysis will be used in connection with substantiating SAMC’s contention that, should the Project be
approved, the proposed facility would have a significant adverse financial impact on SAMC and would impair its
ability to fund current operations, service its debt and adequately serve the community.

We understand our work product will be used and that we may be called upon to present our calculations in
connection with the Illinois Health Facilities and Services Review Board’s consideration of Mercy Rockford
Health’s proposed Project, as well as the possible judicial review of the decision rendered by the Illinois Health
Facilities and Services Review Board with respect to the Mercy Rockford Health CON application. No other use
of this analysis and related work product is intended or should be inferred.

APPROACH AND METHODOLOGY

Our estimate of the financial impact of the Project on SAMC is based on the inpatient and outpatient activity and
related revenues and profits that SAMC would gain or lose to Mercy Rockford Riverside if the Project were to



David Stenerson

OSF Saint Anthony Medical Center
October 25, 2015

Page 2 of 7

open today. The purpose of estimating the impact as if it were to open today even though it is not expected to be
completed until June 30, 2019 is to reduce the number of variables such as inflation factors, reimbursement rates,
and payor mix changes.

In Mercy Rockford Health’s CON application, Mercy Rockford Health states that the Project on the east side of
Rockford will assume the current workload of the existing facility on the west side. Later stated in Attachment
12 of the CON application, Mercy Rockford Health states the Project is intended to provide care to communities
which are served at the current location and that following completion of the Project the patient origin would
remain very similar to the 2014 patient origin except for patients referred from Mercy Rockford Health’s
Wisconsin service area. Based upon our review of the physical location of the Project on the east side of Rockford,
the increased access to I-90/39, and its current west side location, we believe that Mercy Rockford Health has
failed to consider the impact that the move will have on its current volume. In addition, Mercy Rockford Health
has not addressed the fact that a new east side location would attract new patients from certain zip codes. For this
reason, we believe that SAMC will be adversely impacted by the new physical location of Mercy Rockford
Riverside Hospital in a number of zip codes.

It is important to note that our analysis of Mercy Rockford Health’s CON application and the available market
data has revealed the fact that the data in Mercy Rockford Health’s application is not realistic. Given that the new
Mercy Rockford Riverside facility will be located in a new zip code (61114), it is obvious that it would gain
additional volume in this new zip code, as well as other zip codes to which it would now be much more accessible.
The new facility would therefore obtain additional new volume, given that Mercy Rockford Health also intends
to continue servicing its current patient base from Mercy Rockford Rockton.

In estimating the impact that the Project will have on SAMC’s market share we considered the physical location,
travel time, distances and the details of 34 area zip codes when estimating the relative shift in market share and
the corresponding financial impact. All demographic, population, and discharge data discussed throughout this
report was obtained from COMPdata® for the 12 month period ending June 30, 2013, 2014 and for six months
ending March 31, 2015. Changes in market share were based on how people living in specific zip codes will
access hospital services. It has been assumed that ease of access to a specific provider will increase the tendency
of an individual to go to that hospital for services. Ifit is a shorter distance or takes less time to get to one hospital
versus another hospital, people will have a tendency to go to the closer hospital. Our analysis showed the in most
cases the hospital most proximate to the zip code had the largest market share. In nine of the 34 area zip codes,
SAMC has the largest or second largest market share but the new Mercy Rockford Riverside location will be
closer in travel times or miles according to MapQuest when the new facility is built thereby impacting SAMC’s
current volumes from these areas. These zip codes are located to the north, northeast and east of the Project. See
Exhibit VIII. These nine zip codes represent approximately 33 percent of SAMC’s volume in the twelve months
ended June 30, 2014. This analysis focuses on nine zip codes that are believed to be affected by the relocation.
Those nine zip codes are:

61008 Belvidere
61011 Caledonia
61012 Capron

61038 Garden Prairie
61065 Poplar Grove
61073 Roscoe

61111 Loves Park
61114 Rockford

61115 Machesney Park

e e R e
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Tables I & II below displays a summary of the shift in market share for inpatient cases and outpatient visits for
each zip code.

Table 1
Summary of Market Share
Changes by Zip Code
OSF Saint Anthony Medical
Center Market Share —
Inpatient Cases
Market
. Share
Zip Community Current New Change
61008 Belvidere 36.6% 26.6% -10.0%
61011 Caledonia 35.1% 20.1% -15.0%
61012 Capron 27.6% 12.6% -15.0%
61038 Garden Prairie 29.0% 19.0% -10.0%
61065 Poplar Grove 34.6% 14.6% -20.0%
61073 Roscoe 26.7% 16.7% -10.0%
61111 Loves Park - 27.6% 17.6% -10.0%
61114 Rockford 32.8% 22.8% -10.0%
61115 Machesney Park 27.5% 17.5% -10.0%
Table II
Summary of Market Share
Changes by Zip Code
OSF Saint Anthony Medical |
Center Market Share —
Outpatient Visits
Market
Share
Zip Community Current New Change
61008 Belvidere 29.7% 19.7% -10.0%
61011 Caledonia 41.4% 21.4% -20.0%
61012 Capron 22.2% 7.2% -15.0%
61038 Garden Prairie 27.2% 17.2% -10.0%
61065 Poplar Grove 37.2% 17.2% -20.0%
61073 Roscoe 37.7% 27.7% -10.0% |
61111 Loves Park 38.9% 23.9% -15.0%
61114 Rockford 40.6% 30.6% -10.0%

61115 Machesney Park 39.0% 29.0% -10.0%
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Based on information obtained through COMPdata®, we calculated the market share change in each of the nine
major zip codes based upon the change in proximity and SAMC’s current market share. The result is the
corresponding level of inpatient cases and outpatient visits that SAMC is estimated to lose in each of the nine zip
codes if Mercy Rockford Health were to develop a new facility on the east side of Rockford.

Table III below, presents a summary calculation of the inpatient cases and outpatient visits lost by SAMC. Based
on the proposed changes in the market share of each service area, we computed the number of inpatient cases and
outpatient visits that SAMC would lose to Mercy Rockford Riverside.

Table 111
Calculation of Inpatient Cases and Qutpatient Visits
Lost by SAMC
Inpatient Outpatient
Zip Community Cases Visits
61008 Belvidere (317) (3,045)
61011 Caledonia 29) (368)
61012 Capron (29) (271)
61038 Garden Prairie (10) (107)
61065 Poplar Grove (168) (1,685)
61073 Roscoe (121) (1,102)
61111 Loves Park (220) (2,744)
61114 Rockford (156) (1,223)
61115 Machesney Park (217) (1.923)
Total (1267)  (12.468)

In order to calculate the profit attributed to lost SAMC patient volume, we analyzed internal SAMC financial and
cost accounting data to determine the “contribution margin” for the nine zip codes with respect to its inpatient
and outpatient services. Contribution margin, which is defined as revenues minus variable costs, represents the
incremental profit from the provision of inpatient and outpatient services available to cover the fixed operating
costs. Fixed costs are excluded from the calculation of lost profit because SAMC will continue to incur such
fixed costs regardless of whether cases are gained or lost to the new facility. Revenue, variable costs and
contribution margin would, however, decrease in amounts proportionate to lost volume. Variable costs include
all items that fluctuate with output or volume changes in a constant, proportionate manner regardless of payor.

Table IV (see below) presents contribution margin, inpatient cases, outpatient visits and average contribution
margin per case and visit for SAMC based on fiscal year end June 30, 2014 financial data. The contribution
margin in Column A represents the margin from both inpatient and outpatient services from the nine zip codes
analyzed. In Column B, we summarized the estimated cases and visits for the nine related zip codes. The result
is the contribution margin on a case or visit level for the nine zip codes analyzed on an inpatient and outpatient
basis.
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Based on our review, SAMC’s cost accounting data appears to provide a reasonable estimate for the contribution
margin for purposes of our calculations. Further, the contribution margins derived from SAMC’s data are
consistent with both available empirical data regarding the allocation of hospital costs between variable and fixed

Table IV

Calculation of Contribution Margin
Per Inpatient Case or Outpatient Visit

[A]

Contribution
Margin

Inpatient Cases $17,725,862

Outpatient Visits $17,873,339

[B]

Estimated

Cases/Visits

3,532
62,931

[C]
[A}/ [B]

Contribution
Margin Per
Case

$5,019
$284

components, as well as assumptions that we have observed in other hospital planning settings.

Multiplying the lost cases or visits in Table III by the average contribution margin per adjusted case in Column
C of Table IV results in the estimated annual decrease in contribution margin that SAMC would experience if the
new Mercy Rockford Riverside facility were to open today. This calculation is summarized in Table V, on the

Based on the analysis presented above, and assuming Mercy Rockford Health’s new facility were to open today,
we estimate the potential financial impact to SAMC of the proposed Mercy Rockford Riverside facility to be a
minimal annual reduction in net income of approximately $9.9 million. See Exhibit I, which is attached.

next page.
Table V
Calculation of
Lost Contribution Margin
[A] [B]
Contribution (Lost)
Margin Per Cases/
Case/Visit Visits
Inpatient Cases $5,015 (1,267)
Outpatient Visits $284 (12,468)
Total
CONCLUSION

€]
[A] X [B]

(Lost)
Contribution

Margin

(86,353,935)
(3,545.435)

($9,899.370)
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Our detailed calculations and maps are presented in Exhibits I through XII, which are attached to this letter.

We are independent of SAMC and our fee for this analysis is in no way influenced by the results of our work.
The qualifications of the individuals who prepared this analysis are attached as Appendix A to this report.

LIMITATIONS

The information contained within has been derived primarily from documents provided by SAMC, as well as
from the Rockford Health System’s CON application and related documents. This information includes both
audited and unaudited financial and operational information. We have not audited, reviewed, or compiled this
information. Accordingly, we express no opinion or other form of assurance on it.

Our procedures with respect to any forecasts, projections, or forward-looking financial information included or
referred to herein, do not constitute an examination of a forecast in accordance with U.S. generally accepted
auditing standards, nor do they constitute an examination of a forecast in accordance with standards established
by the AICPA. Therefore, we express no opinion or other form of assurance on them.

Our observations, analyses, and calculations are based on the available data, procedures and analysis set forth
herein. They are subject to revision upon the performance of additional procedures or additional information we
may become aware of.

We are pleased to provide this analysis to SAMC.

Very truly yours,

Dbk Carinl Aoy s LLP
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APPENDIX A

Qualifications

The individuals responsible for performing this analysis are members of Deloitte Financial
Advisory Services health care financial advisory services practice.

Robert Clarke is the engagement Partner on this assignment. Bob is a national practice leader for
our health care industry financial advisory services practice. Bob has more than 30 years of public
accounting and financial consulting experience. Bob has served as client service on several
academic medical centers, health systems, community hospitals, physician group practices and
managed care organizations. He also provided these health care clients with counsel in areas such
as financing, benchmarking and financial performance analysis, third party reimbursement,
financial and accounting management, information systems and due diligence on business
acquisitions.

Richard L. Piekarz is a Senior Manager in Deloitte Financial Advisory Services LLP. He has
over twenty years of extensive industry experience providing clients with consultation. He works
with clients in a variety of planning, decision support, operational and financial improvement and
transaction related settings. He has provided reimbursement, regulatory, due diligence, revenue
and financial consulting services for complex hospitals, health systems, joint ventures, skilled
nursing facilities, home health agencies and health plans.
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Exhibit VI1

OSF SAINT ANTHONY MEDICAL CENTER

Rockford Memoria! Hosptal -Riverside and Snint Anthony Medical Center Financial Impact Analysis
2014 Hospital Market Share per Zip Code

Swedish Swedish
OSF St American OSF St American

Zip Code Total Rockford Anthonys Hospital Other % of Total _Rockford Anthonys Hospital Other
60129 233 9 32 26 166 100% 13.7% 11.2% 71.2%
Inpatient 24 1 2 2 19 100% 8.3% 8,3% 79.2%
Outpatient 209 8 30 24 147 100% 14.4% 11.5% 70.3%
60146 2,113 61 562 359 1,131 100% 2.9% 266% 17.0% 53.5%
Inpatient 214 1 il 32 100 100% 5.1% 33.2% 15.0% 46.7%
Qutpatient 1,899 50 491 327 1031 100% 26% 25.9% 172% 54.3%
61008 33,625 1,733 10,193 17,790 3,909 100% 52% 30.3% 52.9% 11.6%
Inpatient 3172 285 1,160 1237 490 100% 9.0% 36.6% 39.0% 15.4%
Qutpatient 30,453 1,448 9,033 16,553 3,419 100% 48% 2.7% 54.4% 112%
61011 2,030 231 829 628 342 100% 11.4% 40.8% 30.9% 16.8%
Inpatient 191 38 67 53 33 100% 19.9% 35.1% 27.7% 17.3%
Qutpatient 1,839 193 762 575 309 100% 10.5% 41.4% 31.3% 16.8%
61012 1,996 92 454 364 1,086 . 100% 4.6% 2.7% 18.2% 54.4%
Inpatient 192 17 53 42 80 100% 8.9% 27.6% 21.9% 41.7%
Qutpatient 1,804 75 401 322 1,006 100% 4.2% 222% 17.8% 55.8%
61016 4,339 352 1,901 1,479 607 100% 8.1% 438% 34.1% 14.0%
Inpatient 427 50 186 139 52 100% 11.7% 436% 32.6% 12.2%
Qutpatient 3,912 302 1715 1,340 555 100% 7.7% 43.8% 34.3% 14.2%
61020 2,575 280 565 1,080 650 100% 10.9% 21.9% 41.9% 25.2%
Inpatient 289 30 84 140 55 100% 10.4% 221% 48.4% 19.0%
Qutpatient 2286 250 501 940 595 100% 10.9% 21.9% 4.1% 26.0%
61038 1,170 47 320 595 208 100% 4.0% 27.4% 50.9% 17.8%
Inpatient 100 4 29 40 27 100% 4.0% 29.0% 40.0% 27.0%
Qutpatient 1,070 43 291 555 181 100% 4.0% 27.2% 51.9% 16.9%
61049 415 27 72 103 213 100% 6.5% 17.3% 24.8% 51.3%
Inpatient 42 S 4 1" 2 100% 11.9% 9.5% 26.2% 52.4%
Outpatient 373 22 68 92 191 100% 5.9% 18.2% 24.7% 51.2%
61052 812 38 283 322 169 100% 4.7% 34.9% 39.7% 20.8%
Inpatient 80 7 27 29 17 100% 8.8% 33.8% 36.3% 21.3%
Outpatient 732 al 256 293 152 100% 42% 35.0% 40.0% 20.8%
61065 9,268 782 3422 3,614 1450 100% 6.4% 36.9% 39.0% 15.6%
Inpatient 81 11 291 25 183 100% 13.2% 34.6% 30.4% 21.8%
Outpatient 8,427 671 3131 3,358 1,267 100% 8.0% 37.2% 39.8% 15.0%
61068 16,415 435 1,213 1,164 13,603 100% 27% 7.4% 7.1% 82.9%
Inpatient 1,693 111 343 255 984 100% 6.6% 20.3% 15.1% 58.1%
Outpstient 14722 324 870 909 12,619 100% 22% 5.9% 6.2% 85.7%
61072 6,131 1,784 1,819 1,717 811 100% 29.1% 29.7% 28.0% 13.2%
Inpatient 675 292 135 159 89 100% 43.3% 20.0% 23.6% 13.2%
Outpatient 5,456 1,492 1,684 1,556 722 100% 27.3% 30.9% 28.6% 13.2%
61073 12,232 2,644 4,482 3,520 1,586 100% 21.6% 366% . 28.8% 13.0%
Inpatient 1,209 396 323 343 147 100% 32.8% 26.7% 28.4% 12.2%
Outpatient 11,023 2,248 4,159 3177 1,439 100% 20.4% 37.7% 28.8% 13.1%
61080 4,128 1,296 1,147 1,199 486 100% 31.4% 27.8% 29.0% 11.8%
Inpatient 468 184 77 148 59 100% 39.3% 16.5% 31.6% 12:6%
Outpatient 3,660 1112 1,070 1,051 427 100% 30.4% 29.2% 28.7% 1.7%
61101 29,302 14,672 3,081 10,052 1,497 100% 50.1% 10.5% 34.3% 5.1%
Inpatient 3,118 1575 24 991 328 100% 50.5% 7.2% 31.8% 10.5%
Outpatient 26,184 13,097 2,857 9,061 1,169 100% 50.0% 10.9% 34.6% 4.5%
61102 22,075 7,862 3,060 9,863 1,290 100% 356% 13.9% 44.7% 5.8%
Inpatient 2,305 841 2717 962 225 100% 36.5% 12.0% 41.7% 9.8%
Outpatient 19,770 7.021 2,783 8,901 1,085 100% 35.5% 14.1% 45.0% 5.4%
61103 27,817 13,388 4,130 8,601 1,698 100% 46.1% 14.8% 30.9% 6.1%
Inpatient 3,176 1.685 295 920 276 100% 53.1% 9.3% 29.0% 8.7%
Outpatient 24,641 11,703 3,835 7.681 1422 100% 47.5% 15.6% 31.2% 5.8%
61104 25,642 4,403 3,488 16,528 1223 100% 17.2% 13.6% 84.5% 4.8%
tnpatient 2,535 495 302 1,504 234 100% 19.5% 11.9% 59.3% 9.2%
Outpatient 23,107 3,908 3,186 15,024 989 100% 16.9% 13.8% 65.0% 4.3%
61105 333 99 84 134 16 100% 29.7% 25.2% 40.2% 4.8%
{npatient 35 16 7 10 2 100% 457% 20.0% 28.6% 5.7%
Outpatient 298 83 77 124 14 100% 27.9% 25.8% 41.6% 47%
61106 128 33 20 60 15 100% 25.8% 15.6% 46.9% 1.7%
Inpatient 12 2 4 1 5 100% 16.7% 33.3% 8.3% 41.7%
Outpatient 116 3 16 59 10 100% 26.7% 13.8% 50.9% 8.6%
61107 27,739 3,748 10,309 10,992 2,690 100% 13.5% 37.2% 39.6% 9.7%
inpatient 2,957 545 952 1.126 334 100% 18.4% 32.2% 38.1% 11.3%
Outpatient 24,782 3,203 9,357 9,866 2,35% 100% 12.9% 37.8% 39.8% 9.5%
61108 28,797 3,417 11,183 11,644 2,553 100% 11.9% 38.8% 40.4% 8.9%
Inpatient 3,220 493 1,053 1.304 370 100% 15.3% 327% 40.5% 11.5%
Outpatient 25,577 2,924 10,130 10,340 2,183 100% 11.4% 39.6% 40.4% 8.5%
61109 27,673 3,987 7,938 13,420 2,328 100% 14.4% 28.7% 48.5% 8.4%
Inpatient 2,732 501 640 1,204 297 100% 18.3% 23.4% 47.4% 10.9%
Outpatient 24,941 3,486 7.298 12,126 2,031 100% 14.0% 29.3% 48.6% 8.1%
61110 279 53 68 140 18 100% 19.0% 24.4% 50.2% 6.5%
Inpatient 27 4 4 15 4 100% 14.8% 14.8% 55.6% 14.8%
Outpatient 252 49 64 125 14 100% 19.4% 25.4% 49.6% 56%
61111 20,496 4,575 7,730 6328 1,863 100% 22.3% 37.7% 30.9% 9.1%
Inpatient 2,201 645 607 716 233 100% 29.3% 27.6% 32.5% 10.8%
Outpatient 18,285 3,930 7123 5612 1,630 100% 21.5% 38.9% 30.7% 8.9%
61112 157 21 89 a2 - 100% 13.4% 56.7% 26.8% 3.2%
Inpatient 48 7 24 13 4 100% 14.6% 50.0% 27.1% 8.3%
Outpalient 109 14 65 29 1 100% 12.8% 59.6% 26.6% 0.9%
61114 13,786 2,297 5,478 4463 1,548 100% 16.7% 39.7% 32.4% 1.2%
Inpatient 1,557 384 510 480 183 100% 24.7% 32.8% 30.8% 11.8%
Outpatient 12,229 1,913 4,966 3,983 1,365 100% 156% 406% 326% 11.2%
61115 21,393 5,463 8,101 6,019 1,810 100% 25.5% 37.9% 28.1% 8.5%
Inpatient 2165 744 595 840 186 100% 34.4% 275% 29.6% 8.6%
Outpatient 19,228 4719 7.506 5,379 1624 100% 24.5% 39.0% 28.0% 8.4%
61125 236 46 a3 90 17 100% 18.5% 35.2% 38.1% 7.2%
Inpatient 20 1 8 6 5 100% 5.0% 40.0% 30.0% 25.0%
Outpatient 216 45 7% 84 12 100% 20.8% 34.7% 38.9% 56%
61126 403 54 122 214 13 100% 13.4% 30.3% 53.1% 32%
Inpatient 30 3 7 17 3 100% 10.0% 23.3% 56.7% 10.0%
Outpatient 373 51 115 197 10 100% 13.7% 30.8% 52.6% 27%
61130 34 6 7 18 3 100% 176% 20.6% 52.9% 8.6%
Inpatient 5 1 1 2 1 100% 20.0% 20.0% 40.0% 20.0%
Outpatient 29 5 6 16 2 100% 17.2% 20.7% 55.2% 6.9%
61131 68 12 26 29 1 100% 17.6% 38.2% 42.6% 1.5%
Inpatient 10 4 3 3 4 100% 40.0% 30.0% 30.0% 0.0%
Outpatient S8 8 23 26 1 100% 13.8% 39.7% 44.6% 1.7%
61132 283 80 99 68 36 100% 28.3% 35.0% 24.0% 12.7%
Inpatient 16 5 7 1 3 100% 31.3% 43.8% 6.3% 18.8%
Outpatient 267 75 92 67 33 100% 28.1% 34.5% 25.1% 12.4%

Source: COMPdata®



Exhibit VIII

Total Service Area Analyzed
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Exhibit IX

Selected 9 Zip Codes
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Exhibit X

OSF SAMC Outpatient Cases - Market Share
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Exhibit XI
OSF SAMC Inpatient Cases - Market Share
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Exhibit XII

OSF SAMC Total Cases - Market Share
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Deloitte Financial Study on MercyRockford’s
Operating Costs

Attachment R




. » Deloitte Financial Advisory
Services LLP
Delo‘tteo 111 §. Wacker Drive
Chicago, IL 60606
USA

Tel: +1 312486 1000
Fax: +1 312 486 1486
www.deloitte.com

October 25, 2015

David Stenerson

Chief Financial Officer

OSF Saint Anthony Medical Center
5666 E. State St.

Rockford, IL 61108-2381

Re: Estimated Duplicative Costs to Mercy Rockford Health System
Dear Mr. Stenerson:

At your request, we have calculated the estimated duplicative costs to Mercy Rockford Health System
(“Mercy Rockford Health”) of the proposed new hospital (“Mercy Rockford Riverside”) to be built by
Mercy Rockford Health at 1-90/39 & East Riverside Drive in Rockford Township, Illinois and the continued
use to the existing hospital located at 2400 N. Rockton Avenue, Rockford, IL (“Mercy Rockford Rockton™)
This letter summarizes the background, purpose, and approach and methodologies associated with our
analysis and presents our key calculations and conclusions.

BACKGROUND

We understand that Mercy Rockford Health System (“Mercy Rockford Health™) is seeking to build a second
hospital (“Mercy Rockford Riverside) at 1-90/39 & East Riverside Drive in Rockford Township, Illinois,
at an estimated total project cost of $407.2 million. In connection with the opening of the hospital, Mercy
Rockford Health proposes to reduce its current authorized beds of 391 to 282 at its current location of 2400
N. Rockton Avenue, Rockford, IL 61103 (“Mercy Rockford Rockton™) but move a majority or 188 of its
remaining beds to the new Mercy Rockford Riverside facility.

In addition to the proposed new hospital, Mercy Rockford Health submitted a CON application to
reconfigure and renovate the existing Mercy Rockford Rockton facility through repurposing a portion of
the hospital’s existing space. Medical/surgical, ICU, Acute Mental Illness and observations beds, including
a variety of outpatient services, emergency department, ancillary clinical services, and other support
services including physician offices will remain at the existing facility. The estimated total project costs of
the renovation of Mercy Rockford Rockton is estimated at 10.0 million.

PURPOSE

The purpose of this analysis is to estimate the duplicative costs resulting from Mercy Rockford Health
operating two hospitals in Rockford approximately nine miles away from each. We understand that this
analysis will be used in connection with substantiating SAMC’s contention that, should the CON
applications be approved, the proposed facility would have a significant adverse financial impact on SAMC
and would impair its ability to fund current operations, service its debt and adequately serve the community.

We understand our work product will be used and that we may be called upon to present our calculations
in connection with the Illinois Health Facilities and Services Review Board’s consideration of Mercy
Rockford Health’s proposed CON applications, as well as the possible judicial review of the decision
rendered by the Illinois Health Facilities and Services Review Board with respect to the Mercy Rockford
Health CON applications. No other use of this analysis and related work product is intended or should be
inferred.
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OSF Saint Anthony Medical Center
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APPROACH AND METHODOLOGY

Our estimate of the duplicative costs to Mercy Rockford Health and to the community is based on Mercy
Rockford Health’s plan to build a new hospital on the east side of Rockford and its continued operations at
its west side hospital. We utilized the summary of square footage as provide in the CON application for the
proposed new Mercy Rockford Riverside facility and the CON application to renovate the existing Mercy
Rockford Rockton facility. The changes to the square footage of both projects are as follows:

Mercy Mercy
Rockford Rockford
Summary of CON Riverside  Rockton
Applications/Projects Campus Campus
Existing Square Feet' 0 455,643 455,643
Proposed and Revised Square Feet' 450,803 283,555 734,358
Net Additional Square Feet 2 15

Mercy Rockford Health intends to renovate and repurpose the existing Mercy Rockford Rockton campus.
Based on the CON application and the letter from Axel & Associates dated September 15, 2015 which
clarifies the square footage changes, Mercy Rockford Rockton will continue to utilize 283,555 square feet
of which 187,901 square feet will be renovated and modernized. Mercy Rockford Rockton will vacate
99,725 square feet.

Assuming both CON applications are approved, Mercy Rockford Health will be increasing the combined
space of both campuses by 278,715 square feet to serve the same patient base that they serve currently.
Mercy Rockford Health has stated in the CON application of the Mercy Rockford Riverside project that
due to the proximity of the two sites, and because of the “split” services, the communities served by each
hospital campus is anticipated to vary only slightly. Mercy Rockford Health also stated that after the
completion of the projects, the patient origin will remain very similar to the 2014 patient origin except for
specialty services that are referred from Mercy’s Wisconsin service area. The CON application does not
quantify the patient volumes that will be coming from Mercy’s Wisconsin service area.

Based on industry sources?**® and Deloitte’s own proprietary sources, the operating cost per square foot for
a hospital is estimated to range from $14 to $19.50 per square foot. Based on the additional 278,715 square
feet will be an added cost to Mercy Rockford Health’s financial statements between $3.9 million and $5.4
million annually. Since this additional cost is to serve the same patient base, Deloitte FAS and OSF Saint
Anthony Medical Center (“SAMC?”) believe this cost to be unnecessary and duplicative.

! Gross Square Feet is net of square feet for non-project designated areas

2 http://www .beckershospitalreview.com/strategic-planning/ending-the-era-of-super-sized-health-care-facilities.html
3 http://www.danielpenn.com/maintenance-cost-of-your-hospital/

4 facilityexecutive.com/wp-content/uploads/ASHEIFMABenchmark.pdf

3 Action OI — Truven Health Analytics
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CONCLUSION

Based on the analysis presented above, and assuming Mercy Rockford Health’s CON applications were
approved and Mercy Rockford Health pursued its plan to build a new hospital and renovate its existing
facility on the west side of Rockford, Mercy Rockford Health System would incur duplicative costs in the
range of $3.9 million to $5.4 million annually.

We are independent of SAMC and our fee for this analysis is in no way influenced by the results of our
work. The qualifications of the individuals who prepared this analysis are attached as Appendix A to this
report.

LIMITATIONS

The information contained within has been derived primarily from documents provided by SAMC, as well
as from the Rockford Health System’s CON application and related documents. This information includes
both audited and unaudited financial and operational information. We have not audited, reviewed, or
compiled this information. Accordingly, we express no opinion or other form of assurance on it.

Our procedures with respect to any forecasts, projections, or forward-looking financial information
included or referred to herein, do not constitute an examination of a forecast in accordance with U.S.
generally accepted auditing standards, nor do they constitute an examination of a forecast in accordance
with standards established by the AICPA. Therefore, we express no opinion or other form of assurance on
them.

Our observations, analyses, and calculations are based on the available data, procedures and analysis set
forth herein. They are subject to revision upon the performance of additional procedures or additional
information we may become aware of.

We are pleased to provide this analysis to SAMC.

Very truly yours,

Outek Fsarinf Ll e
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APPENDIX A

Qualifications

The individuals responsible for performing this analysis are members of Deloitte Financial
Advisory Services health care financial advisory services practice.

Robert Clarke is the engagement Partner on this assignment. Bob is a national practice leader for
our health care industry financial advisory services practice. Bob has more than 30 years of public
accounting and financial consulting experience. Bob has served as client service on several
academic medical centers, health systems, community hospitals, physician group practices and
managed care organizations. He also provided these health care clients with counsel in areas such
as financing, benchmarking and financial performance analysis, third party reimbursement,
financial and accounting management, information systems and due diligence on business
acquisitions.

Richard L. Piekarz is a Senior Manager in Deloitte Financial Advisory Services LLP. He has
over twenty years of extensive industry experience providing clients with consultation. He works
with clients in a variety of planning, decision support, operational and financial improvement and
transaction related settings. He has provided reimbursement, regulatory, due diligence, revenue
and financial consulting services for complex hospitals, health systems, joint ventures, skilled
nursing facilities, home health agencies and health plans.

Mark Blumkin

Mark is an advisory Director on this engagement. Mark is a Director in the Capital Projects
consulting practice in the New York office of Deloitte Advisory. He has over 30 years of
experience in capital projects and facilities operations focused on advising project owners on how
to improve the management, control and execution of their capital projects. Mark’s experience
includes working across many industries with a focus on health care and life sciences.
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Deloitte Financial Advisory

— Services LLP
e OI eO 111 S. Wacker Drive
Chicago, IL 60606
USA

Tel: +1 312486 1000
Fax: +1 312 486 1486
www.deloitte.com

October 25, 2015

David Stenerson

Chief Financial Officer

OSF Saint Anthony Medical Center
5666 E. State St.

Rockford, IL. 61108-2381

Re: Potential Impact on Mercy Rockford Health’s Bond Rating
Dear Mr. Stenerson:

At your request, we have calculated the potential impact to Mercy Rockford Health System (“Mercy
Rockford Health”) of the proposed new hospital (“Mercy Rockford Riverside™) and medical clinic buildings
(“Mercy Rockford Medical Clinics”) to be built by Mercy Rockford Health at 1-90/39 & East Riverside
Drive in Rockford Township, Illinois and the renovation to the existing hospital located at 2400 N. Rockton
Avenue, Rockford, IL (“Mercy Rockford Rockton™) This letter summarizes the background, purpose, and
approach and methodologies associated with our analysis and presents our key calculations and
conclusions.

BACKGROUND

We understand that Mercy Rockford Health System (‘“Mercy Rockford Health”) is seeking to build a second
hospital (“Mercy Rockford Riverside”) at 1-90/39 & East Riverside Drive in Rockford Township, Illinois,
at an estimated total project cost of $407.2 million. In connection with the opening of the hospital, Mercy
Rockford Health proposes to reduce its current authorized beds of 391 to 282 at its current location of 2400
N. Rockton Avenue, Rockford, IL 61103 (“Mercy Rockford Rockton™) but move a majority or 188 of its
remaining beds to the new Mercy Rockford Riverside facility.

Mercy Rockford Health has also submitted a separate CON application for the establishment of a medical
clinics building on the Mercy Rockford Riverside campus, which will be connected to the proposed Mercy
Rockford Riverside facility. Mercy Rockford Health states the 50% of the space in the medical clinics
building will be used as physician offices, with the remained being allocated for a limited scope of
outpatient services, administrative functions and support and public areas. The estimated costs of Mercy
Rockford Medical Clinics is estimated at $83.6 million.

In addition to the above two projects, Mercy Rockford Health submitted a third CON application to
reconfigure and renovate the existing Mercy Rockford Rockton facility through repurposing a portion of
the hospital’s existing space. Medical/surgical, ICU, Acute Mental Illness and observations beds, including
a variety of outpatient services, emergency department, ancillary clinical services, and other support
services including physician offices will remain at the existing facility. The estimated total project costs of
the renovation of Mercy Rockford Rockton is estimated at 10.0 million.
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PURPOSE

The purpose of this analysis is to estimate the potential impact of these three CON applications on Mercy
Rockford Health’s financial performance and bond rating. We understand that this analysis will be used in
connection with substantiating SAMC’s contention that, should the CON applications be approved, the
proposed facility would have a significant adverse financial impact on SAMC and would impair its ability
to fund current operations, service its debt and adequately serve the community.

We understand our work product will be used and that we may be called upon to present our calculations
in connection with the lllinois Health Facilities and Services Review Board’s consideration of Mercy
Rockford Health’s proposed CON applications, as well as the possible judicial review of the decision
rendered by the Illinois Health Facilities and Services Review Board with respect to the Mercy Rockford
Health CON applications. No other use of this analysis and related work product is intended or should be
inferred.

APPROACH AND METHODOLOGY

Our estimate of the impact on Mercy Rockford Health’s bond rating is based on the estimated costs of the
three projects from the related CON applications submitted. We utilized the project costs and sources of
funds as provided in each of the related CON applications. The projects costs and sources of funds are as
follows:

: Mercy

Summary of CON Mercy Rockford Mercy

Applications/Projects  Rockford Medical Rockford
(000°s) Riverside Clinics Rockton Total

Project Costs $ 407,196 $ 68,586 $§ 9993 § 485,775
Sources of Funds

Cash $ 15000 $ 15,000 $ 9993 § 39,993

Bond Issuance $ 392,196 $ 53,586 $ 0 $ 445,782

We utilized audited financial statements for Rockford Health System for December 31, 2014 and audited
financial statements for Mercy Alliance, Inc. for June 30, 2014 in order to recognize that effective January
1, 2015 the two system joined to become Mercy Rockford Health System. In addition we made the
following adjustments to their financial statements reflecting the added costs that the Mercy Rockford
Health System would be undertaking should all of the proposed projects be approved:

Project costs split between buildings and equipment

Project sources of funding split between cash and bond issuance as shown above
Depreciation expense for the buildings and equipment

Amortization of bond issuance costs from the CON

Duplicative costs of operating two hospitals in Rockford

Bond Financing based on a rate of 4.96% amortized over 30 years as stated in the CON
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The proforma results of the Mercy Rockford Health System which included the additional costs from the
three projects were compared to the following key ratios for Moody’s Aa, A and Baa rated hospitals'.
While the current consolidated Mercy Rockford Health System operates closely to or within the range of a
‘number of key operating metrics for Aa and A rated hospitals, the added costs of approximately $486
million cause Mercy Rockford Health to no longer be close or within the range of any of the key
performance metrics shown below for Aa and A rated hospitals. We have also included Moody’s Baa rating
for comparison to Mercy Rockford Health’s estimated pro-forma operating metrics. Estimated pro-forma
performance for Mercy Rockford Health fails to meet 5 of 6 benchmark ratios for Baa organizations.

Mercy
Mercy Rockford
Rockford
Health
Health S
3 ystem
2014
Pro-Forma _
Days Cash on Hand 220 202 . 285 - 225 151
Cash to Debt 175.2% 66.4% 213.6% 155.3% 98.3%
Debt to Total Capitalization 31.6% 53.7% 275% 32.5% 42.7%
Debt Service Coverage 4.0x 1.6x 8.6x 5.4x 3.6x
Operating Cash Flow Margin 7.3% 6.6% 11.0% 10.4% 8.7%
Operating Margin 0.7% -6.1% 4.8% 3.1% 1.3%
CONCLUSION

As evidenced from project costs totaling $486 million funded with $40 million in cash, and a bond financing
of $446 million, Mercy Rockford Health will experience a significant deterioration of all the key
performance metrics shown above. Based on the analysis presented above, and assuming Mercy Rockford
Health’s CON applications were approved and Mercy Rockford Health pursued its plan to build a new
hospital and medical clinics building on Rockford’s east side and renovate its existing facility on the west
side of Rockford, Mercy Rockford Health System’s current A3 rating would be at risk. See Exhibits I and
I1, which are attached.

We are independent of SAMC and our fee for this analysis is in no way influenced by the results of our
work. The qualifications of the individuals who prepared this analysis are attached as Appendix A to this
report.

LIMITATIONS

The information contained within has been derived primarily from documents provided by SAMC, as well
as from the Rockford Health System’s CON application and related documents. This information includes

! Moody’s Not-for-Profit and Public Healthcare Fiscal Year 2014 Medians dated September 10, 2015.

2 Includes the combined financial statements of Rockford Health System and Affiliated Corporations & Mercy
Alliance, Inc. and Affiliates
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both audited and unaudited financial and operational information. We have not audited, reviewed, or
compiled this information. Accordingly, we express no opinion or other form of assurance on it.

Our procedures with respect to any forecasts, projections, or forward-looking financial information
included or referred to herein, do not constitute an examination of a forecast in accordance with U.S.
generally accepted auditing standards, nor do they constitute an examination of a forecast in accordance
with standards established by the AICPA. Therefore, we express no opinion or other form of assurance on
them.

Our observations, analyses, and calculations are based on the available data, procedures and analysis set
forth herein. They are subject to revision upon the performance of additional procedures or additional
information we may become aware of.

We are pleased to provide this analysis to SAMC.

Very truly yours,

DOulodd ?—Mﬂ.“;,.?. Lpaere LLP
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APPENDIX A

Qualifications

The individuals responsible for performing this analysis are members of Deloitte Financial
Advisory Services health care financial advisory services practice.

Robert Clarke is the engagement Partner on this assignment. Bob is a national practice leader for
our health care industry financial advisory services practice.” Bob has more than 30 years of public
accounting and financial consulting experience. Bob has served as client service on several
academic medical centers, health systems, community hospitals, physician group practices and
managed care organizations. He also provided these health care clients with counsel in areas such
as financing, benchmarking and financial performance analysis, third party reimbursement,
financial and accounting management, information systems and due diligence on business
acquisitions.

Richard L. Piekarz is a Senior Manager in Deloitte Financial Advisory Services LLP. He has
over twenty years of extensive industry experience providing clients with consultation. He works
with clients in a variety of planning, decision support, operational and financial improvement and
transaction related settings. He has provided reimbursement, regulatory, due diligence, revenue
and financial consulting services for complex hospitals, health systems, joint ventures, skilled
nursing facilities, home health agencies and health plans.

- Megan Kendall is a Manager in Deloitte Transactions and Business Analytics LLP and has over
five years of experience in the healthcare industry. She has performed appraisals in connection
with strategic planning consulting, risk management, mergers and acquisitions, and financial
reporting purposes. Prior to joining Deloitte Transactions and Business Analytics LLP, Ms.
Kendall worked within the attest practice at Deloitte serving major public and privately-held
clients providing financial and statistical analyses for audit purposes.
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®m, STATE OF ILLINOIS
4% HEALTH FACILITIES AND SERVICES REVIEW BOARD

7 525 WEST JEFFERSON ST. o SPRINGFIELD, ILLINOIS 62761 & (217) 782-3516 ® FAX: (217) 785-4111

June 3, 2015

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Stenerson, V.P., CFO
OSF St. Anthony Medical Center
5666 E. State Street

Rockford, IL 61108

Re:  Project Number: #15-021
Facility Name: OSF St. Anthony Medical Center
Facility Address: 5666 E. State Street, Rockford, Illinois
Applicants: OSF Healthcare System
Permit Holder(s): OSF Healthcare System d/b/a OSF Saint Anthony Medical
CenterLicensee/Operating: OSF Healthcare System d/b/a OSF Saint Anthony Medical
Owner(s) of Site: OSF Healthcare System
Project Description: Major Modernization through the construction of an attached 4
story Bed pavilion. Some minor renovation of existing space. No change in services.
Permit Amount: $ 85,292,193.00
Permit Conditions: None
Project Obligation Date: December 2, 2016
Project Completion Date: March 31, 2018
Annual Progress Report Due Date: June 2, 2016

Dear Mr. Stenerson:

On June 2, 2015 the Illinois Health Facilities and Services Review Board approved the application
for permit for the above referenced project. This approval was based upon the substantial
conformance with the applicable standards and criteria in the Illinois Health Facilities Planning Act
(20 ILCS 3960) and 77 Illinois Administrative Codes 1110 and 1120.

In arriving at a decision, when applicable, the Board adopted the State Board staff findings,
considered the application materials, public hearing testimony, public comments and documents,
testimony presented before the Board and any additional materials requested by State Board staff.

This permit is valid only for the defined construction or modification, site, amount and the named
permit holder and is not transferable or assignable. In accordance with the Planning Act, the
permit is valid until such time as the project has been completed, provided that all post permit
requirements have been fulfilled, pursuant to the requirements of 77 Illinois Administrative Code
1130 and may result in an invalidation of the permit, sanctions, fines and/or State Board action to
revoke the permit.

The permit holder is responsible for complying with the following requirements in order to maintain
a valid permit. Failure to comply with the requirements may result in expiration of the permit or in
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State Board action to revoke the permat.

L.

OBLIGATION-PART 1130.720

The project must be obligated by the Project Obligation Date, unless the permit holder
obtains an “Extension of the Obligation Period” as provided in 77 Illinois Administrative
Code 1130.730. Obligation is to be reported as part of the first annual progress report for
permits requiring obligation within 12 months after issuance. For major construction projects
which require obligation within 18 months after permit issuance, obligation must be reported
as part of the second annual progress report. If project completion is required prior to the
respective annual progress report referenced above, obligation must be reported as part of the
notice of project completion. The reporting of obligation must reference a date certain when
at least 33% of total funds assigned to project cost were expended or committed to be
expended by signed contracts or other legal means.

ANNUAL PROGRESS REPORT-PART 1130.760

An annual progress report must be submitted to HFSRB every 12" month from the permit
issuance date until such time as the project is completed.

. PROJECT COMPLETION REQUIREMENTS-PART 1130.770

The requirements for a compliant Final Realized Costs Report are defined in the State Board’s
regulations under 77 Ill. Adm. Code 1130.770. Effective June 1, 2013, substantive changes
to the 77 Ill. Adm. Code 1130 rules went into effect. Please be advised that permit
holders should follow the direction in Section 5 of the Act regarding deadlines for
submitting post-permit reporting requirements and disregard the deadline language in
77 IIl. Adm. Code 1130.770.

This permit does not exempt the project or permit holder from licensing and certification
requirements, including approval of applicable architectural plans and specifications prior to

construction.
Please note that the Illinois Department of Public Health will not license the proposed facility

until such time as all of the permit requirements have been satisfied.

Should

you have any questions regarding the permit requirements, please contact Mike Constantino

at mike.constantino@illinois.gov or 217-782-3516.

Sincerely,

(ol oy

Courtney Avery, Administrator

Illinois

Health Facilities and Services Review Board

cc: Kathy J. Olson, Chairwoman
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October 27, 2015

Paula A. Carynski

President

OSF Saint Anthony Medical Center
5666 East State Street

Rockford, Illinois 61108

Re:  Project #15-038 Rockford Memorial Hospital
Rockton Avenue Campus
Project #15-039 Rockford Memorial Hospital
Riverside Boulevard Campus
Project #15-040 Rockford Memorial Hospital
Riverside Boulevard Campus, Medical Clinics Building

Dear Ms. Carynski,

We were requested by OSF Saint Anthony Medical Center to review these three permit
applications in the context of required CON permit application criterion as compared to the
respective applications and also any supplemental material which may have been submitted to the
Illinois Health Facility and Services Review Board (IHFSRB) during the comment period. Based
on our experience, we also were requested to judge whether or not the applications should be
approved. The respective permit applications were filed with Interstate Alliance, Inc., dba Mercy

Rockford Health System and Rockford Memorial Hospital as co-applicants.

In our judgment, Mercy Rockford’s Permit Applications should be denied because they do not

comply with applicable review criteria.

Mercy Rockford proposes to “discontinue” certain existing hospital services at Rockford
Memorial Hospital (Rockton Avenue Campus) and “establish” them in a new Hospital on the
Riverside Boulevard Campus in conjunction with a new Medical Clinics Building which proposes
to house relocated physicians and select hospital-related clinical service areas. Rockford
Memorial Hospital is located on Rockford’s west side. The proposed Riverside Boulevard
Hospital Campus is loéated on Rockford’s east side. If approved, the Applicants will then operate

two hospitals in Rockford creating a fourth hospital in a market with declining population.

Firm Member, American Association of Healthcare Consultants
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THE MERCYROCKFORD APPLICATIONS DO NOT COMPLY WITH THE BOARD’S
REVIEW CRITERIA

MercyRockford’s three CON applications should be denied because they do not

substantially comply with the applicable review criteria..

A. Establishing the New Hospital (Application #15-039) is Dependent on
Discontinuing Existing Hospital Services (Application #15-038). Neither
Application Complies With the Board’s Review Criteria

Project No. 15-038 fails to meet the following discontinuation review criteria.

1. Criterion 1110.130 Discontinuation (Attachment 10):

a.

Categories of service include inpatient beds, Cardiac Catheterization, and
Open Heart Surgery services, the latter were included in the required
notification letters but there is no documentation the appropriate hospitals
were contacted. The impact letters appear to be incomplete.

No documentation is provided (such as maps) to identify the hospitals
located within a 45-minute travel time from either the proposed new
campus or the existing campus, to document those hospitals required to
receive impact letters.

Criterion 1110.1230 requires a 90-minute travel time related to open-heart
services. No documentation is provided to identify those hospitals within
this travel time. There is no documentation these hospitals were contacted
regarding discontinuation in Application #15-038. Notification letters were
not provided to demonstrate impact on access for this discontinued service
or the cardiac catheterization service.

No data is provided regarding the “anticipated date of discontinuation” for
each identified service, as required.

Information regarding the anticipated use of the physical plant and
equipment, post-discontinuation, is not provided, as required.

Criterion 1110.130(b) sets out examples necessary to justify
discontinuation. The permit application does not include information to
justify the reasons for discontinuation nor the reason(s) justifying a new
hospital campus (Permit #15-039).

PRISM
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ii.

g.

Attachment 10 fails to meet the discontinuation criteria submission
requirements and is deficient regarding any supporting details for what is
presented in the permit application.

The impact letters note “re-establishment” of services. The Review Board
does not have either a definition for, or criteria for, re-establishment. See
Section 1100.220.

Criterion 1110.230 Background, Purpose, and Alternatives
(Attachments 11, 12, and 13)

a.

The applicants do not provide a listing of “all healthcare facilities owned or
operated by the applicant”, nor the associated licenses and certification for
each (e.g. Mercy Harvard), as required. (Attachment 11)

No documentation is provided demonstrating the proposed project(s) will
improve the healthcare or well-being of the market area population to be
served. What is the market? Patients from Rockford’s west side are
expected to be negatively impacted due to access constraints caused by
service relocations to the proposed east side Riverside campus.
(Attachment 12)

No service area population, demographic, or market analysis is included to
support the unsubstantiated claims pertaining to improved access for
Wisconsin patients, or the statement that the communities served will vary
only slightly. (Attachment 12)

Similar to the discontinuation criteria which have not been met by the
Applicants, there is no information provided to identify existing problems
or issues to be addressed. (Criterion 1110.230(b)) (Attachment 12)

Attachment 12 explicitly states ... “For facility projects, include statements
of age and condition and regulatory citations, if any. For equipment being

replaced, include repair and maintenance records” ... No documentation is
provided in either #15-038 or #15-039, as is required.

Attachment 13, Alternatives, explicitly requires certain comparative
analysis be provided. The applicants fail to address the criteria in several

arcas:

1. Other options, including joint ventures, must be examined and
explained; they are not.

PRISM
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2. A comparison of alternatives including project costs, patient access,
quality, and financial benefits, short- and long-term are explicitly
required; the comparisons are not provided.

3. Empirical evidence demonstrating improved quality of care is not
provided, as available to satisfy this criterion.

iii. Criterion 1110.234: Project Scope, Utilization, and Unfinished / Shell Space

Project Scope (Attachment 14)

a.

The criteria requires a narrative documenting that the amount of physical
space is not “excessive”. The Application acknowledges there will be
more space allocated to select remaining functions than is necessary. As
such, State Board standards will be exceeded and one can conclude
operational costs will be incrementally greater than if the areas were
appropriately sized. Approving a project with “excessive operating costs”
is not consistent with the Review Board’s underlying charter. In addition,
the use of excess / vacated space is not clarified, nor are the associated
costs, nor are the costs of proposed facility demolitions identified.

In addition, Attachment 14 requires the applicant justify sq. ft.
discrepancies through documentation based on at least one of the criteria in
the Review Board’s Application for Permit. Such documentation is not
provided.

The permit application states there will be a substantial amount of vacated
space approximating 300,000 sq. ft., 207,000 of which will be made
available ... “for use by not-for-profit community agencies and
organizations.” The use and cost of this “excessive” space is not addressed
in detail as required by Criterion 1120.140(c), Reasonableness of Project
and Related Cost, Attachment 39. Approximately $5.00 / sq. ft. is
suggested as a capital cost for the 207,000 sq. ft. This small amount
appears incorrect.

No documentation such as letters of intent are included to indicate the
207,000 sq. ft. to be vacated is desired by other agencies. What will be the
valid modernization cost? Will rent be charged?

PRISM
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e. Attachment 14 asserts ... “The allocated space is reasonable and not
excessive...” without providing documentation to substantiate the
statement / assertion.

iv. Criterion 1110.234: Project Scope, Utilization, and Unfinished / Shell Space

Project Services Utilization (Attachment 15)

a. The application states “...Anticipated utilization is generally based on
historical utilization ...” yet, there are proposed increases in projected
utilization with no supporting market nor analytical documentation. These
unsubstantiated assertions are material in justifying the need for categories
of service and clinical service areas.

b. Assertions related to medical / surgical midnight census data, day-of-the-
week and seasonal fluctuations are made to justify the number of requested
med/surg beds. There is no data in the application which substantiates
these assertions. That said, isn’t the Review Board average occupancy
criteria formula meant to recognize these fluctuations? Assuming so, the
applicant has not provided any methodology which either challenges the
Review Board criteria or substantiates their proposed bed need
methodology and outcome.

c. To meet the Review Board’s 85% med/surg occupancy criteria, the
required average daily census (ADC) would be 130.9 patients or 28.5%
above the 2014 utilization level based on the proposed 154 med/surg (M/S)
beds. By the applicants own admission, the historical medical / surgical
census, on which the applicant bases its “need”, was 101.9. Thus, the
proposed 154 M/S beds will, based on historical data, operate at an average
66.2% occupancy, which is far below Review Board criteria. The proposed
number of M/S beds is excessive and not substantiated in total, nor by any
supporting analysis.

d. Assertions regarding increased market share from Wisconsin in support of
the projected need for additional M/S beds suggests a different market
definition and utilization over and above historical trends. There is no
documentation to support this unsubstantiated assertion.

PRISM
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€.
f.
g.
h.
V.

There is no narrative or methodology, as required, that substantiates the
statement a 4-bed ICU will be adequate to “... appropriately support a
Comprehensive Emergency Department” at the estimated utilization level.
A simple ED utilization / ICU admission data ratio analysis indicates,
based on historical RMH utilization, the proposed 4-bed ICU is
substantially undersized.

No market, patient origin, or diagnosis analysis is provided to support the
assertion a 17 treatment station ED is correctly sized for the proposed west
side campus.

The “anticipated” use of surgery hours to support the proposed 4-room
surgical suite at the Rockton Avenue campus is an unsubstantiated
assertion. Where is the supporting analysis, as required by the criterion?

Certain clinical services such as Endoscopy and Bronchoscopy propose to
be discontinued. These clinical services, although not explicitly required
by the criterion, were not identified in the impact letters nor is there any
documentation these services will not be required on the Rockton campus.

Criterion 1110.530: Medical Surgical, Obstetric, Pediatric, and Intensive Care
(Attachment 20)

Based on the proposed severe downgrading of the Rockton Avenue hospital
campus through significant bed and clinical service discontinuations, as well as the
proposed physician relocations to the Riverside campus, the modernization criteria
in 1110.530 apply to this permit application. These are:

a.

1110.530(e)(1) Deteriorated Facilities

No studies, data, nor analysis is provided. This criteria is not addressed.
1110.530(e)(2) Documentation

This criteria is not addressed, as required.

1110.530(e)(3) Cited Problems Documentation

This criteria is not addressed, as required.

PRISM
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d.

1110.530(e)(4) Occupancy

Assertions are made that the M/S and ICU occupancy will ... “operate at or
above the target occupancy rate” ... established by the Review Board. No
documentation is provided to substantiate these assertions.

1110.530(g) Performance Requirements

The two key permit applications, 15-038 and 15-039, essentially propose to
establish a new hospital on Rockford’s east side while substantially
degrading services on the existing Rockford Memorial Hospital west side
Rockton Avenue campus. The applications assert a “one-hospital — two-
campus” operation will be the result. There is no documentation
substantiating IDPH will license each under the currently licensed hospital,
Rockford Memorial Hospital. The performance criteria does not appear to
have been met by the Applicants, in this regard.

1110.530(h) Assurances

The attestation letter asserts ... “it is my expectation and understanding that
by the second year following project completion each of the IDPH
categories of service ...will be operating at the IHFSRB target utilization
rate...”

No data is provided to substantiate the various assertions in the permit
applications nor support the attestations in the required assurance letter.

The Applicant states the med / surg and ICU units are dated. Yet proposed
modernization costs are only $20.00 and $40.00 / sq. ft. respectively.
(Attachment 39, Page 117)

Vi. Criterion 1110.1230: Open Heart Surgery and Criterion 1110.1330 : Cardiac
Catheterization (Attachments 24 and 25)

a.

The 15-038 permit application does not include required documentation
that the cardiac catheterization or open heart surgery services propose to be
“discontinued” on the Rockton Avenue campus. The required criterion is
not fully addressed. As well, the impacted hospitals were not identified
and the required impact letters were not provided. The Permit Application
is incomplete.

PRISM
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b. On its face, this overall proposal would create service duplication and, as

proposed, would not be justified by historical utilization. Cardiac surgery
cases fell by 38.5% from 179 to 110 cases between 2010 and 2014 with a
low 84 cases in 2013. This service is not justified based on historical
trends.

vii.  Criterion 1110. General Summary

a. Criterion 1110.230: The proposal calls for centralizing certain clinical

services on the Riverside campus. This would limit access to high-tech
health care for many West Side residents. Why is this necessary? The
proposal does not answer this question.

. Criterion 1110.530 Medical / Surgical, OB, Peds and ICU: The application

fails to address numerous applicable criteria under this section.

Criterion 1110.1230 and 1110.1330 Open Heart Surgery and Cardiac
Catheterization: Again, the application does not address the various
requirements for these services.

viii.  Criterion 1110.3030: Clinical Service Areas Other Than Categories of Service
(Attachment 34)

a. The Clinical Service Area (CSA) criteria are applicable to project

components not identified as “Categories of Service”. The Applicant
proposes to centralize certain services on the Riverside campus and “split”
certain services between the existing Rockton Avenue campus and the
Riverside campus. The application contains incomplete data on select
CSA’s, and based on Section 1110.3030, does not provide information on
other CSA’s, as required. These CSA’s are:

1. Ambulatory Care Services
2. Laboratory
3. Pharmacy

4. Occupational Therapy / Physical Therapy

. The required table shown on Page 79, Attachment 34 of the application,

indicates there are currently 14 imaging units on the Rockton Avenue
campus; 4 units are proposed to remain ... one each R&F, CT, MR, and
ultrasound. There is no analysis to support these modalities will be
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sufficient to serve the campus and its proposed programs. The Rockton
Avenue campus imaging program will be severely downgraded under this
proposal. In addition, the Applicants state that imaging and other
diagnostic services will only be utilized to service inpatient and ED
patients. This does not seem reasonable given the physicians to remain on-
site. These primarily west side patients will have severe access issues
getting to the Riverside campus.

The permit application text indicates the imaging department has 23-key
rooms. The associated table indicates 14 imaging units. This discrepancy
suggests more residual capability than is being disclosed. Appropriate
information has not been submitted. Are there 9 additional unreported
imaging units?

. Ciriterion 1110.3030(c)(3)(A) and (c)(3)(B): Utilization

Rockford Memorial Hospital reportedly has imaging units in off-site
facilities. AHQ reporting criteria includes such units and their respective
utilization in the Hospital data. The application(s) appear to utilize this off-
site imaging capability and related utilization to justify hospital-based on-
site units. Thus, the need for hospital-based units is overstated.

Criterion 1110.3030 requires documentation of deteriorated facilities to
support modernization and/or establishment projects; no information is
provided to support establishing a new hospital as being proposed.

There is no methodology or associated analysis to support the “split” of
clinical services between the two hospital campuses, as proposed. In
addition, one can speculate, based on the lack of supporting information,
the proposed initial and projected utilization is predicated primarily on
meeting Review Board guidelines and standards and not based on a
reasoned care delivery model with documentation to demonstrate the need
for beds and associated clinical services.

. Overall, the application is deficient in the information provided and lacks

information for certain CSA’s, as is required by the criterion.
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B.

ii.

iil.

iv.

The New Hospital Application (#15-039) Does Not Comply with the Review
Board’s Establishment Criteria:

Project No. 15-039 fails to meet the following establishment review criteria:

Criterion 1110.130: The required discontinuation criteria are not met in permit
application 15-038 to support establishing a new hospital. The underlying
information / data is vague, inadequate, incomplete, and inaccurate thereby failing
to establish the need for a new campus (see above and primarily Attachment 10,
Project # 15-038).

Criterion 1110.230: Attachment 11, the Applicant failed to disclose ... “all
healthcare facilities owned / operated by the applicant including licensing and
certifications”. Why were they not included?

Criterion 1110.230: Project Purpose, fails to document, as is required:
(Attachment 12)

a. The project will improve healthcare or well-being of the market area. No
documentation is provided. A new market area is not described yet vague
references are made regarding additional Wisconsin patients will be served.

b. No market based data or analysis is provided. The utilization projections
rely on unsubstantiated assertions that the population of the service area is
aging and additional utilization from Wisconsin will occur. (Permit
Application, Page 78) The criteria is not met.

c. A redistribution of inpatients and outpatients, as well as clinical services, is
proposed. This “split” of services, as proposed, is not based on
demonstrable existing problems or issues needing to be addressed (see
1110.230(b) for examples of required documentation). Information is not
provided to meet this criteria, hence, it is not met.

d. Reasonable goals with quantifiable and reasonable objectives are required
to meet this criteria; those provided are not quantified.

Criterion 1110.230: Alternatives (Attachment 13)

a. “All” alternatives to the proposed project require identification. As
previously stated, other alternatives than those included are apparent, such

as:

1. Expanding the Rockton campus to include currently owned contiguous
properties. The Hospital is not “land-locked” as is asserted.
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2. Joint ventures with one or more providers to meet all or part of the
projects included purposes.

b. The stated alternatives were not compared, as is required, using total cost,

patient access, quality, and financial benefits in the short- and long-term as
comparative considerations noted in the criterion.

. No documentation is provided to substantiate the information stated in the

alternatives; for this reason and those identified above, Project # 15-039
fails to meet 1110.230 review criteria requirements.

. Criterion 1110.234: Project Scope (Attachment 14)

a. The applicant assumes, but does not document the reasons for, the need for

the range of services for which space is allocated. The criteria is not met.

b. No documentation is provided demonstrating deteriorated facilities on the

Rockton Avenue campus prompting the need for the new Riverside
campus development. The criteria is not met.

Vi. Criterion 1110.234: Project Services Utilization (Attachment 15)

a. The applicant does not provide any methodology or documentation

demonstrating the rationale behind the projected utilization of the
Riverside campus. In fact, historical bed utilization appears to be double
counted to justify the proposed beds and distribution between the two
campuses. By way of example, RMH has a 2014 med/surg historical
utilization of 37,199 patient days or an average daily census (ADC) of
101.9 patients excluding observation. The first year med/surg utilization
of the Riverside campus is projected to be 30,000 patient days or an ADC
of 82.2 patients. If the med/surg bed need is based on historical
utilization, as the applicant states, that only leaves a med/surg ADC on the
Rockton campus of 19.7 patients (101.9 patients, historical total, less an
average 82.2 med/surg patients on the new Riverside campus, resulting in
an ADC of 19.7 M/S patients on the Rockton campus). Thus, the
underlying data and allocations are not substantiated and are suspect for
both the existing and proposed new sites.

b. Attachment 15 proposes a 6.1% increase in pediatric utilization, 26.4% in

obstetric utilization, 5.6%increase in births, and a 28.7% increase in ICU
utilization in the second year of operation with no substantiating
documentation.
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c. The applicant fails to meet this criterion on several levels based on the

provided text; as well, it does not address certain associated clinical
services proposed to be relocated from the Rockton Avenue campus to the
Riverside campus such as nuclear medicine, angiography, endoscopy, and
bronchoscopy in permit application 15-038, as required, to demonstrate
the need for relocation.

Vii. Criterion 1110.530: Medical / Surgical, Obstetrics, Pediatric, and Intensive Care
Beds (Attachment 20)

a. The Applicant states the project is based on transferring existing services

and related volume from the existing Rockford Memorial Hospital
Rockton Avenue campus to the proposed new hospital on the Riverside
campus and relies on this assertion to justify need. There are 10
applicable review criteria which are required to “establish” beds.

The applicant fails to explicitly address 1110.530(b)(5) Planning Area
Need — Service Accessibility; thus, the criteria is not met.

b. Throughout the application there are references to serving the same service

C.

area, yet assertions are made to also serve a larger geographic region. No
analysis is provided, nor is there any reasonable methodology, to
demonstrate that unnecessary duplication or maldistribution won’t occur
given the proposed new hospital location in juxtaposition to existing
Rockford providers (Criterion 1110.530(c)(1), and (¢)(2), and (c)(3).

The applicant proposes to essentially operate two full service hospitals;
one with marginal technology (Rockton Avenue campus) and the other
with high technology (Riverside campus). As such, given their respective
smaller scales with demonstrated excess space on the Rockton campus,
one can logically assume there will be various inefficiencies, including
staffing, when compared to a single site operation. Currently, there are
231 unfilled hospital open positions at OSF Saint Anthony’s totaling 140
Full Time equivalent positions indicating there will be issues associated
with staff recruitment irrespective of the applicants staffing availability
assertions (Criterion 1110.530(e)).
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viii.  Criterion 1110.1230: Establishment of Open Heart Surgery (Attachment 24)
a. Peer Review Criterion 1110.1230(a)

No information is provided by the applicant to fulfill the requirements of
Attachment 24, as required.

b. Establishment Criterion 1110.1230(b)

No information is provided, as required by the applicant, pertaining to
open heart patient referrals for the last two years from the cath lab to

surgery.
c. Unnecessary Service Duplication Criterion 1110.1230(c)

1. The applicant does not provide any documentation identifying those
hospitals within a 90-minute travel time from either the existing or
proposed campuses which were required to be contacted. These
hospitals require the appropriate impact letters. The applicant did not
provide a list of the contacted hospitals, as is required by the criterion.

iX. Criterion 1110.1330: Establishment of Cardiac Catheterization (Attachment 25)

a. Criterion 1110.1330(b)

1. The applicant does not include documentation identifying those
hospitals within the planning area providing cardiac catheterization
services.

2. Lacking the identified hospitals, cardiac catheterization volume at these
other facilities is not provided by the applicant.

3. Based on the applicant’s lack of response to the criteria, any
consideration for duplication of services and maldistribution cannot be
evaluated. Thus, the criteria is not met.

X. Criterion 1110.3030: Clinical Service Areas (CSA) Other Than Categories of
Service. (Attachment 34)

a. The applicant does not provide any logical methodology to substantiate the
proposed utilization. Statements such as ... “anticipated” utilization,
“approximate” utilization, “conservative” estimates ... “increases” due to
the ACA ... do not reflect the review criteria requirements which are
analytical in nature. The criteria is not met.
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ii.

iii.

iv.

b. As noted in the comments pertaining to application 15-038, off-site
utilization of certain proposed on-site imaging units appear to be included
to justify the proposed hospital-based imaging modalities. The utilization
data supporting the proposed units does not appear to be valid.

c. The CSA documentation does not include any data pertaining to
Ambulatory Care Services, Laboratory, Pharmacy, or Occupational
Therapy / Physical Therapy as required by Section 1110.3030.

d. Based on the above, and the lack of detail, the criterion is not met.

The MOB/Clinical Building Application (#15-040) Does Not Comply With
The Board’s Review Criteria

Project No 15-040 is non-compliant with the Review Board’s rules in the
following respects:

While the applicants claim Project No. 15-040 is non-substantive, it is in fact a
project by and on behalf of a health care facility that includes clinical service areas
and far exceeds the capital threshold minimum. The project should be treated as
“substantive” and conform to the applicable review criteria.

Outpatient services are an integral component of a hospital and, as such, fall under
Review Board Criterion 1110.3030 (Clinical Service Areas other than Categories
of Service). There is no substantiated methodology to support the proposed
Clinical Service Areas in the proposed new facility.

The equipment list in the applications indicate that certain clinical service areas
will be developed beyond those stated in the permit application thereby requiring
the applicants to respond to all applicable criteria. These CSAs appear to include
extensive procedural capabilities, neurological services, pulmonary services,
capabilities for “ASTC-like” procedures (urology, GYN, dermatology) yet the
application does not document compliance with the criteria applicable to these
services.

As with the other two permit applications (#15-038 and #15-039) the applicants
have not submitted complete information on all of their current health care
facilities as required by Criterion 1110.230(1.).
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D. MercyRockford Appears To Be Shifting Hospital Related Project Costs Into
The MOB Project

MercyRockford’s MOB project (#15-040) has an astoundingly high $25 million
for Off-Site Work. This is 37% of the entire project cost of $68 million. By
contrast, the $407 million new hospital project (#15-039) has Off-Site Work of
only $8.3 million which is about 2% of total project costs.

The Review Board’s regulations define Off-Site Work as “all costs related to off-
site activities such as drainage, pipes, utilities, sewage, traffic signals, roads and
walks.” 77 1ll. Adm. Code 1120.110(a)(4). It appears that MercyRockford is
shifting new hospital project costs into the MOB project. We expect the new
hospital is the priority with the majority of costs allocated to its development with
the Medical Clinics building to follow in its implementation.

Summary

Permit Applications for Projects #15-038, #15-039, and #15-040 do not, in our judgment, comply
with required Review Board criterion. In addition, from a planning perspective, establishing a
fourth hospital in the Rockford market would cause service maldistribution issues, create excess

capacity, and also severe access issues for west side patients who are most in need.

I can be contacted at eparkhurst@consultprism.com or my direct line 630-790-5089 to answer any

questions or clarify our analysis.

Sincerely,

E.W. Parkhurst, Jr.
Managing Principal

CC: Daniel Lawler, Barnes and Thomburg LLP




