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Centegra’s Written Comment in Opposition to Project No. 10-089,
Mercy Crystal Lake Hospital and Medical Center

Dear Ms. Avery:

I am the CEO of Centegra Health System.which owns and operates two acute care
hospitals in McHenry County: Centegra Hospital-McHenry and Centegra Hospital-
Woodstock. We oppose Project No. 10-089 for the following reasons:

. Given the close proximity of three hospitals to Crystal Lake (Centegra’s two
hospitals and Advocate Good Shepherd), and its relatively slow population
growth, Crystal Lake is not the best location for a new hospital in McHenry
County. In addition, Centegra’s two hospitals are closer to some Crystal Lake
zip code residential areas than the site of Mercy’s proposed project.

. Mercy’s own documentation shows that almost 90% of its patient volume
must come from Centegra’s nearby hospitals. The project would have a
substantial negative impact on the utilization of Centegra’s hospitals and on
Centegra Health System’s revenue.

. Mercy’s CON application is, in many ways, worse than the one it filed in
2003. It does not address applicable review criteria, it is filled with
inconsistent representations of material facts, and contains false, inaccurate
and misleading statements.

In addition to the above, Project 10-089 does not otherwise comply with the Review
Board’s criteria and the Health Facilities Planning Act as demonstrated in the attached
exhibits to this letter.
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Exhibit A is a letter from Susan Milford, our Senior Vice President, Strategic
Marketing, Planning and Wellness, that summarizes our written public hearing comment on
the project.

Exhibits B is a letter from Aaron Shepley, our General Counsel and Senior Vice
President, that addresses the omissions and inconsistencies, and the false, inaccurate and
misleading statements in Mercy’s CON application.

Exhibit C and Exhibit I} are letters from Lee Piekarz of Deloitte Financial Advisory
Services LLP that, respectively, respond to the written report submitted at the public hearing
by Legacy Healthcare Consultants, and to the written report submitted by David Eisenstadt.

Exhibit E is a letter from David Connolly of Hammes Company that addresses the
reasonableness of Mercy’s construction schedule and project completion date.

Exhibit F is a letter from our legal counsel, Daniel Lawler of K&L Gates, LLP, thal
responds to the public hearing testimony of Mercy’s General Counsel and its Vice President
pertaining the first Mercy Crystal Lake Hospital permit application, Project No. 03-049.

To summarize, the permit application for Mercy Crystal Lake Hospital and Medical
Center, Project No. 10-089, does not substantially comply with the requirements of the
Planning Act and the Review Board’s rules and should be denied.

Respectfully submitted,

By: _
Michael S. Eésley

CEO of Centegra Health System
Centegra Hospitgl-McHenry
Centegra Hospital-Woodstock
Centegra Hospital-Huntley
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Project No. 10-089
Centegra’s Written Comment in Opposition to Mercy Crystal Lake Hospital
‘ Dear Ms. Avery:

[ am the Senior Vice President, Strategic Marketing, Planning and Wellness at
Centegra Health System and submit this written comment in opposition to Mercy Crystal
Lake Hospital and Medical Center, Project No. 10-089, on behalf of Centegra Health System,
Centegra Hospital-McHenry and Centegra Hospital-Woodstock.

‘ . We oppose the project because the CON application is not in substantial compliance
with the Illinois Health Facilities Planning Act (“Planning Act”)(20 ILCS 3960/1 et seq.) or
the rules of the Health Facilities and Services Review Board (“Review Board”). Also, our
hospitals are located near Crystal Lake and would be severely and adversely impacted by the

‘ proposed project. Centegra Hospital — Woodstock is within 1.4 miles of Crystal Lake zip
code 60012 and Centegra Hospital — McHenry is within 2.6 miles of that zip code.

‘ This letter summarizes the following points of opposition:
1) Crystal Lake is a poor location for a new hospital in McHenry County
| 2) Mercy's project would have a substantial negative impact on existing facilities

3 Mercy’s implementation of its employed-physician model severely restricts
patient choice and access to health care

4) Mercy’s existing Illinois hospital is poorly utilized and avoided by local
residents and Mercy’s own employed physicians

5) Mercy relies heavily on the same arguments raised in its prior Mercy Crystal
Lake application that were rejected by the Circuit Court including:

. a) Mercy’s “physician shortage” argument; and,
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b) Mercy's challenge of the Review Board’s minimum bed rule

For these reasons, the Review Board should deny Project No. 10-089, Mercy Crystal
Lake Hospital and Medical Center.

L Crystal Lake is a Poor Location for a New Hospital in McHenry County

There is a need for a new hospital in McHenry County. Crystal Lake, however, is not
a good location for one. There are two existing hospitals that are closer to some residential
areas within Crystal Lake zip codes than Mercy’s proposed project. Centegra Hospital-
Woodstock is within 1.4 miles of Crystal Lake zip code 60012 and Centegra Hospital—
McHenry is within 2.6 miles of that zip code. Crystal Lake is surrounded by nearby
hospitals. In addition to Centegra Hospital-Woodstock to the west and Centegra Hospital-
McHenry to the north, there is Advocate Good Shepherd, which is only 5.9 miles and 13
minutes travel time to the east. See Area Map and Mapquest printouts included with
Attachment 1.

Mercy’s application references a “dot density” map and claims that the greatest
concentration of population in McHenry County is in the Crystal Lake region. However,
Mercy’s dot density map assumes an equal spread of residents across the zip code. This is
not an accurate depiction of where the population is actually located since some areas are for
residential zoning while others are for business, agricultural and other low-density uses.

A plot of the households in the immediate area using data provided by Thompson
Reuters shows that Mercy’s site is not located in an area of high population. In fact, the site
is on the eastern boarder of its zip code while the majority of the households fall in the
western half of the zip code. Additionally, there is a large unpopulated area to the south and
west of Mercy’s proposed site. {See Household Map with Nearby Existing Hospitals and
Mercy Proposed Facility included as Attachment 2.) Combining this information with the
locations of existing facilities already serving the area, it is apparent that adding a facility on
the proposed Mercy site would create a maldistribution of beds in the Crystal Lake area and
would not best serve McHenry County’s need for new hospital beds and services.

Moreover, a number of factors make the southern portion of McHenry County the
ideal location for a new hospital:

(1)  The northern and central portions of McHenry County are served by
existing facilities while there are no existing hospitals in southern

McHenry County.

) Southern McHenry County includes some of the county’s largest
population centers including Huntley, Algonquin and Lake in the
Hills.
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Huntley and the surrounding villages have been and remain among the
fastest growing in the Chicago Metropolitan Area. Mercy’s own
documentation shows that Huntley’s 10-year population growth rate of
166.2% is ten times greater than Crystal Lake’s growth rate of 16.1%.
(See page 179 of Mercy’s CON Application, a copy of which is
included as Attachment 3).

Because there are no hospitals in southern McHenry County, and the
area has a rapidly growing population, a new hospital there would
have the least impact on existing facilities.

A hospital in southern McHenry County could also serve northern
Kane County, which is the Planning Area (A-11) with the second
highest need for medical/surgical beds behind McHenry County (A-
10). Planning Area A-11 has calculated need for 61 medical-surgical
beds, while A-10 has a calculated need for 83 medical/surgical beds.

A hospital in southern McHenry County could serve the federally
designated Medically Underserved Populations (“MUPs”) and Health
Professional Shortage Areas in northern Kane County (in addition to
the federally designated MUPs in McHenry County).

A hospital in southern McHenry County would be more accessible to
Del Webb’s Sun City Huntley, an active living community of more
than 9,000 seniors. Quick access to hospital services, including
emergency services, are imperative for this population,

While McHenry County is in need of a new hospital, that need would not be
effectively met by locating a new hospital in close proximity to three existing hospitals.
Rather, it should be located in an area of the County with no existing hospitals that has a
large and rapidly growing population, that is, southern McHenry County.

1L Mercy’s Project would have a Substantial Negative Impact on Existing Facilities

Based on Mercy’s own documentation, its project is dependent on large volumes of
patients being transferred from Centegra’s existing hospitals to Mercy’s proposed facility.
This lost patient volume would have a significant negative impact on the utilization of
Centegra’s hospitals and cause a substantial financial loss to Centegra Health System.

A. Adverse Impact on Utilization

Mercy’s physician referral letters document that 88% of the patient volume for the
proposed facility will come from Centegra’s existing hospitals. 53% of the patient volume
would come from Centegra Hospital-Woodstock and 36% would come from Centegra
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Hospital-McHenry. (See Mercy Application Physician Referrals chart included as
Attachment 4.) To meet the utilization targets identified on page 178 of Mercy’s application,
the proposed facility will require 32,960 med/surg patient days; 5,482 OB patient days; and
1,752 ICU patient days. If 53% of this patient volume comes from our Woodstock hospital,
and 36% comes from our McHenry hospital, the utilization at these two hospitals will
plummet.

Based on our 2009 Hospital Profiles and the referral numbers provided by Mercy, the
occupancy of med/surg and OB beds at Centegra Hospital-Woodstock would both plunge to
under 15%. ICU occupancy would be reduced to 50%. The occupancy of med/surg and OB
beds at Centegra Hospital-McHenry would be reduced to 65% and 15%, respectively, far
below the State’s target occupancy levels. See Mercy Impact to CH-M and CH-W
Occupancy Chart and 2009 Hospital Profiles included with Attachment 5.

These high impacts on Centegra’s patient volumes would be necessary for Mercy
Crystal Lake Hospital to attain required utilization rates. No amount of population growth or
industry reform could possibly make up for the lost patient volumes at Centegra. It makes no
sense to sacrifice two existing, thriving hospitals for the sake of supporting utilization at one
new one.

B. Adverse Impact on Revenue

A study performed by our consultant Deloitte Financial Advisory Services LLP
(“Deloitte”) shows that the financial impact of the proposed Mercy Crystal Lake Hospital on
Centegra Health System would be an annual loss of up to $11.7 million at the two Centegra
hospitals combined. (A copy of Deloitte’s financial impact study is included as
Attachment 6.) It is important to note that Deloitte’s financial impact study was based only
on the actual patient referrals documented in Mercy’s CON application. Yet, those patients
represent only 40% of the patient admissions required for Mercy Crystal Lake Hospital to
meet required utilization levels. Consequently, Deloitte’s calculated financial impact to
Centegra of $10 million to $11.7 million annually would more than double if Mercy is to
attain its target utilization by taking 88% of its patient volume from Centegra.

These great losses could have far-reaching ramifications in the community. Centegra
supports a wide range of health services that are vital to the community, yet result in large
financial losses to Centegra each year. In FY 2010, Centegra lost $5.6 million on mental
health services, $5.5 million on a skilled rehab nursing facility, $1.1 million on free
community education and health screenings and $650 thousand on a neuro-day trauma
treatment center. All of that is in addition to our contributions to area social service agencies
that are currently seeing cuts in Medicaid payments from the state. If we experience major
losses due to the establishment of Mercy Crystal Lake Hospital, we may not be able to
continue supporting these kinds of services.




Ms. Courtney Avery
June 6, 2011

Page 5

III. Mercy’s Implementation of its Physician Model Severely Restricts Patient
Choice and Access to Healthcare

Mercy’s employed-physician model would severely restrict patient choice and access
to healthcare. Mercy states that it would employ most of the physicians at Mercy Crystal
Lake Hospital. This means that local residents who do not see Mercy doctors would not have
access to Mercy Crystal Lake Hospital. Moreover, with the filing of this application, dozens
of Mercy’s employed physicians have now committed to redirecting all of their patients to
Mercy Crystal Lake, including patients who previously received care at Centegra and
Advocate facilities, many of whom would have to drive past those existing hospitals to get to
Crystal Lake. Indeed, based on Mercy’s physician referral letters, three of the four zip codes
with the highest number of patient referrals (Woodstock-60098, McHenry-60050, and
Harvard-60033) already have hospitals in that zip code. These three zip codes are the source
of three times more patient referrals (totaling 1,628 referrals) than the two Crystal Lake zip
codes combined (which total 518 referrals). (See Project Patient Referrals table included as
Attachment 7.)

As noted below, when given a choice most local residents do not choose, and most
physicians do not refer to, Mercy’s existing McHenry County hospital. It appears that Mercy
is intent on overriding patient and physician preference through the leverage it has with its
employed physicians.

IV. Mercy’s Existing Illinois Hospital is Poorly Utilized and Avoided by Local
Residents and Mercy’s own Employed Physicians

The applicants’ background is an important factor under the Planning Act. (See
20 ILCS 3960/6.) Consequently, Mercy’s track record at its only existing Illinois hospital
should be considered.

Based on the 2009 Hospital Profiles, the utilization of the medical/surgical unit at
Mercy Harvard Hospital is 26.8%, which is among the lowest of the approximately 80
hospitals within the 14 Planning Areas in Region A that consists of Cook County and eight
collar counties. Mercy Harvard’s average daily census of 4.6 patients is the lowest in
Region A. (See Mercy Harvard Hospital’s 2009 Hospital Profile included with Attachment
2.

One reason for Mercy Harvard’s low utilization is that the residents of Harvard itself
tend to avoid using the hospital. According to COMPdata, only 331 of 1,375 Harvard
residents who received inpatient services went to Mercy Harvard in FY 2010. (See
COMPdata analysis of Mercy Harvard admission included as Attachment 8.) Most residents
of Harvard choose to drive approximately 30 minutes to Centegra Hospital-Woodstock or
approximately 47 minutes to Centegra Hospital-McHenry.




Ms. Courtney Avery
June 6, 2011
Page 6

Even more remarkable is that Mercy’s own employed physicians prefer to send
Harvard residents to Centegra hospitals rather than to Mercy Harvard. In the physician
referral letters included in Mercy’s CON application, out of a total 348 referrals of residents
from the Harvard zip code, only 29 were referred to Mercy Harvard, while 316 were referred
to Centegra hospitals.

Patient and physician preferences speak volumes, and they are not speaking well of
the applicants’ facility in Harvard.

V. Mercy’s Key Arguments Have Been Rejected by the Circuit Court

Mercy acts as if the permit it received in 2004 was granted on the merits and strength
of its substantive arguments because it rehashes those same arguments in the pending
application. Be that as it may, the fact is that the Circuit Court of McHenry County found
there was no merit to Mercy’s prior application and rejected each and every one of Mercy’s
arguments to the contrary, including two principle arguments it makes in the current
application.

A, Mercy’s “physician shortage” argument was rejected by the Court
P g

Mercy’s lead argument for the justification of this project is that it will address a
claimed physician shortage in McHenry County. (See page 89 of Mercy’s CON application.)
This is the very same argument that Mercy pushed in its first Mercy Crystal Lake Hospital
application and which was expressly rejected by the Circuit Court of McHenry County when
it reversed the permit issued to Mercy in 2004.

In its written opinion, the Circuit Court noted that, “Much was made by the Board at
the April 21, 200[4] hearing about the 45 physicians Mercy Hospital would bring to staff its
hospital and adjacent offices” and that “Board member, Mr. Levine, commented at the April
21 meeting how impressed he was that these physicians would help make a dent in the
shortage of physicians in the area.” (See Memorandum Opinion and Order dated May 6,
2005 included as Attachment 9 at page 14.) The Court further noted that, “Mr. Levine did
not offer any explanation or justification for the Board’s approval in the instant case, other
than he was impressed with the 45 new physicians who would be coming to McHenry
County and who would make a dent in the physician shortage.” /d. at page 16. Further, the
Court observed that while Mercy claimed a 45 physician shortage in the region, its own
documentation showed that “Crystal Lake, the location of the proposed hospital, has no
physician shortage.” Id at page 16.

In reversing the Planning Board’s decision, the Court found that the Board had no
criteria addressing physician shortages and that its reliance on this factor in issuing a permit
to Mercy was “arbitrary and capricious.” (See Attachment 9 at pages 15 to 18.)
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In the present application, Mercy now claims there is a 49 physician shortage in
McHenry County based on Thomson Reuters data. As in 2004, this still is not a factor that
would justify a new hospital under the Review Board’s criteria, While the Board has a
criterion addressing federally designated Health Professional Shortage Areas, there are no
such areas in McHenry County. In addition, Mercy does not show a need for physicians in
Crystal Lake.

B. Mercy’s challenge to the Board’s 100-bed rule was rejected by the Court

On page 114 of its application, Mercy proposes as an altemative the construction of a
70-bed hospital. However, the Review Board’s criteria require that a new medical/surgical
service in a Metropolitan Statistical Area (“MSA”) must be at least 100 beds, a new OB unit
in an MSA must be at least 20 beds and a new ICU unit must be at least 4 beds. Mercy is
proposing a hospital with 54 fewer beds than the rules require. Its justification for this
proposal is that the Review Board’s rules are outdated relics of the 1980s. Mercy argues that
patient length of stays have shortened over the decades and that today a 70 bed hospital can
efficiently handle what required many more beds in the days of old. (See Mercy’s CON
application at pages 114-115.)

Once again, Mercy has dug up an argument from its prior application that was
rejected by the Circuit Court of McHenry County. In its first Mercy Crystal Lake
application, Mercy proposed building a 70-bed hospital and challenged the rule that new
hospitals in MSAs must have a minimum of 100 beds. Mercy argued that the rule was
established in 1980, that patient length of stays had declined, and that a hospital of 70-beds or
less could deliver the same level of care as a 100-bed hospital of the 1980s. The Circuit
Court rejected this argument noting, among other things, that the rule was established in 1992
and not in 1980 as Mercy claimed.

The Review Board evaluated and affirmed its minimum bed rules when it amended
the review criteria in 2009. Prior to the amendment, the Board’s criteria included a
subsection on the “Establishment of Additional Hospitals” that stated that a proposed
“general hospital to be located within a Metropolitan Statistical Area (M.S.A.) must contain a
minimum of 100 MS beds.” 77 Ill. Admin. Code 1110.320 (Repealed at 33 Ill. Reg. 3312,
effective February 6, 2009). This subsection was included in a regulation entitled “Bed
Related Review Criteria.” '

In February 2008, the Board proposed deleting the “Bed Related Review Criteria”
section and incorporating minimum bed requirements into an amended section entitled
“Medical/Surgical, Obstetric, Pediatric and Intensive Care—Review Criteria.” (32 Ill. Reg.
1575, 1632 (Feb. 8, 2008).) In this regulation, the Board included a new “Performance
Requirements” subsection that stated that the minimum bed capacity for a medical/surgical
category of service within an MSA is 100 beds. Significantly, the final regulation corrected a
typographical error in the proposed regulation that indicated a minimum of only 75
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medical/surgical beds instead of 100. See 33 Ill. Reg. at 3312, 3319 included as
Attachment 10. The same amendment also specified that a minimum unit size for a new
obstetric unit within a MSA is 20 beds and the minimum unit size for an intensive care unit is

4 beds.

Contrary to Mercy’s arguments, the Review Board’s minimum bed requirements are
not holdovers from the 1980s. They are regulations enacted in 2009. In the litigation over
Mercy’s first permit, the Court sustained a minimum bed requirement that was enacted 12
years before the Planning Board considered Mercy’s first application. The current
regulations on minimum bed requirements would certainly be sustained.

Conclusion

In many ways, the current application for a Mercy Crystal Lake Hospital is worse
than the one Mercy filed in 2003. It not only raises the same arguments, but it contains more
omissions, more errors, and more false, inaccurate and misleading statements. Like its
predecessor, the pending application fails to comply with the Planning Act and the Review
Board’s criteria. For these reasons, we respectfully request that the Review Board deny
Project No. 10-089, Mercy Crystal Lake Hospital and Medical Center.

Respectfully submitted,

A Ny 2
Susan Milford, Senior Vice President
Strategic Marketing, Planning and Wellness
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Driving Directions from Us Highway 14 & Ridgefield Rd, Crystal Lake, Illinois to 3701 ...

Page 1 of 2

- . Notes -
mapquest'm
Trip to:
3701 Doty Rd
Woodstock, IL 60098-7509
1.38 miles
1 minute
Q Us Highway 14 & Ridgefield Rd "Miles Per | Miles Driven
Crystal Lake, IL 60012 Saction
o 1St going WEST on US-14 toward LILY POND RD. Go13M  13mi
m‘.. 2. Tum LEFT onto DOTY RO. T TGo00aMi  1.4mi
DOTY RD is 0.6 mifes past LILY POND RD 1
w3 3701 DOTY RD sonthe RIGHT, & 7 1am
if you reach MEMORIAL DR you've gone about 0.1 mifas too far
@ 701DotyRd T T dml tam
Woodstock IL 60098 7509
316720101

htto://erww.mapauest.com/orint?a=ann.core. hfOhe89935de297c4 64969




' Driving Directions from Us Highway 14 & Ridgefield Rd, Crystal Lake, Illinois to 3701 ... Page 2 of 2

| ' Total Trave! Estimate: 1.38 miles - about 1 minute

: ;nap?uest ;

)
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| ' : %—“"’“' R c N ieaotd MapQuest - Portieis @201 NAVTEQ, Interop

A S
M :I: _‘. - . wh . LI L .
i

b nse/ h

! Direciions and maps are informational only. Wa make no warranties on tha accurscy of thelr content, read condltions or route usability or
expediliousngss. You assuma all sk of use. MapQuest and is suppliers shall not be ligbls to you for any loss or defay resuiling from your use of

MapQuesk Your use of MapQuest means you agree 10 our

httn:!/www.maoaucst.conﬂnﬁnt?a=ann.core.bf0b089935de297c4649cf69 3/16/2011




Driving Directions from S 11 Route 31 & Edgewood Rd, Crystal Lake, Illinois to 4201 W ... Page 1 of2

. o Noles
mapquest' m R
Trip to:
4201 W Medical Center Dr
McHenry, IL 60050-8409
2.64 miles
4 minutes
q S If Route 31 & Edgewood Rd Miles Per  ; Miles Driven
Crystal Lake [l. 60012 Sectlon i
° 1. Start out going NORTH on (L-31 toward W GRACY RD. 65 24M [24mi
‘l 2. Turn LEFT onto W MEDICAL CENTER DR. B i ‘ " Go 0.2 Mi 286 mi
W MEDICAL CENTER DR is 0.1 miles past MERCY DR j_
s " 3 4201 WMEDICAL CENTER DR is on the LEFT. | T TTaem
Your dastination is 0.1 miles past CENTEGRA DR ,
h’ you reach CEN‘J’EGRA DR you've gone ebout 0. 2 mﬂes !oo far a,
q 4201 W Medical Center Dr z 6 mi 26 mi

McHenry, IL 60050-8409

S S A

httn:/lwww.maoauest.comfuﬁnt?a=ano.core.bf0bc39935de297c4649cf69 3/16/2011




Driving Directions from S 11 Route 31 & Bdgewood Rd, Crystal Lake, Illinois to 4201 W .., Page2of2

o

' Total Travel Estimate: 2.64 miles - about 4 minutes

NS RNy WA

Directions and maps are informational only. We make no warranifes on the accuracy of thelr content, road condilions or roule usabilily or
expeditiousnass, You assuma il risk of use. MapQuast and Hs suppliers thall not be fisble to you for any loss or dalay resulling from yaur use of
MapQuesL. Your use of MapQuest means you agrae to our

htto://www.mapauest.com/print?a=anp.core.bf0bc89935de297¢4649¢f69 3/16/2011
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] Driving Directions from [7600-7749] E Monticello Way, Crystal Lake, lllinois to Advoca... Page] of 2

-

Notes

@ mapquest m®

Trip to:

Advocate Good Shepherd Hospital
450 W Highway 22

Barrington, IL. 60010

(847) 381-9600

5.86 miles
11 minutes
1 ——) — L — T i ik, 8 W ama A EAE Ay e . - - eass = - B . ;-.-.. L
| Q [7600-7749] E Monticello Way Miles Per Miles
| Crystal Lake, IL 60014 * Section Driven
® 1. Start out going NORTH on E MONTICELLO WAY toward THREE Go 0.06 M 0.06 mi
OAKS RD.
o 2. Turn RIGHT onto THREE OAKS RD. " TGoogM  {10mi

vy

3. Turn SLIGHT RIGHT onto US-14 / NORTHWEST HWY. Continue ' Go 3.3 M) 4.2 mi

r @ {o follow US-14.

US-14 is 0.1 mifes past KAPER DR

—— i e b iy 1 # ARUE LR S e s A e

|
; . "« 4. Tum LEFT onto -2, Go16Mi |58mi
[ @ IL-22 is 0.2 miles past FOXMOOR RD !
' . 5. 450 W HIGHWAY 22. 5.9mi
Your destination is 0.4 miles past N KELSEY RD

If you reach N HARBOR RD you've gons about 0.8 miles loo far |

1A 1 e — e

Q " "Advocate Good Shepherd Hospital 69 mi sami
450 W Highway 22, Barrington, IL 60010

(647) 381-8600

4

hitp://www.mapauest.com/print?a=app.core.bf0bc89935de297c4649cf69 3/16/2011




Driving Directions from [7600-7749] E Monticello Way, Crystal Lake, Illinois to Advoca... Page2of2

-

‘ Total Travel Estimate; 5.86 miles - about 11 minutes

AT 1L .
SR
3 .

QT;‘IJ}}{?HHW e
L Flaﬁ J% Pl
L ot

yoo wJ
Barrington-Hills {
gpinigenitle, {
A e,

.

All dgh blect Jo Li G
Direclions and maps are informatlonal only. Wa make no warrantles on the accuracy of thelr conient, read conditions or soute usabilily or

expeditiousness. You assume all risk of use, MapQuest and its suppliers shall not be liabta to you for any loss or delay resulling from your use of
MapQuast, Your uso of MapQuest means you agree to our Jerms of Use
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'

¢1. Unnecessary Duplication of Services

Included below are: a list of zip codes within 30 minutes of the project’s site, the total population of
the identified zip code areas, and the names and locations of all facilities within 30 minutes of the

project site.
Mercy Crystal Lake Hospital and Medical Center - Service Area Population and Growth

Zip Code 2000 2010 2015  Population Growth Population Growth

Census Estimate  Projection 2000-2010 2010-2015
Algonquin -- 60102 25,383 34,875 38,586 37.4% 10.6%
Arlington Heights -- 60004 51,534 48,990 47,826 -4.9% -2.4%
Adington Hefghts -- 60005 29,464 28,135 27,413 -4.5% -2.6%
Barringtan -- 60010 41,545 44,088 45,154 6.1% 2.4%
Bartlett -- 60103 37,190 42,163 44,085 13.4% 4.6%
Buffalo Grove - 60089 43,964 46,234 47,158 52% 2.0%
Carpentersvllle - 80110 32,372 40,768 44,696 259% 9.6%
Cary - 60013 24,091 30,084 32,889 24 9% 9.7%
Crystal Lake - 60012 10,159 11,265 11,954 10.9% 6.1%
Crystal Lake — 60014 44,008 51,100 54,360 16.1% 6.4%
Oundee -- 60118 15,107 18,930 20,601 25.3% 8.8%
Elgin -- 60120 47,049 49,715 51,314 57% 3.2%
Elgin -- 60123 44 065 49,579 52,647 12.5% 6.2%
Fox Lake —~ 60020 7,675 8,885 9,112 15.8% 2.6%
Fox River Grove — 60021 5,882 6,274 6,514 6.7% 3.8%
Gilberts — 60136 2,026 6,670 7453 229.2% 11.7%
Grayslake -- 60030 32,448 40,182 43,303 23.8% 7.8%
Hampshire -- 60140 7.072 14,226 15,962 101.2% 12.2%
Hanover Park — 60133 37,34 36,961 38,697 -1.0% -0.7%
Huntloy —~ 60142 9,702 25,824 28,940 166.2% 12.1%
Ingleside -- 60041 8,001 8,765 8,903 9.5% 1.6%
island Lake -- 60042 8,634. 10,058 10,773 16.5% 7.1%
L.ake In The Hills -- 60158 21,985 30,066 33,118 36.8% 10.2%
Lake Zurich -- 60047 37,104 43,733 46470 17.9% 6.3%
Marengo -~ 60152 10,995 13,072 14,140 18.9% 8.2%
Mc Henry -- 60050 26,424 32,142 34,717 216% 8.0%
Mc Henry —~ 60051 21,573 25,6256 27,294 18.3% 6.9%
Mundeiein -- 60060 36,080 37.701 38,353 4.5% 1.8%
Paiatine - 60087 36452 38,393 38,6893 5.3% 1.3%
Palatine ~ 60074 39,272 38,532 37,950 -1.9% -1.5%
Ringwood -- 60072 680 853 938 25.4% 10.0%
Rolling Meadows -- 60008 22,898 22,428 22,245 2.1% -0.8%
Round Lake — 60073 40,589 55,624 60,472 37.0% 8.7%
Schaumburg — 60173 11,236 12,574 12,909 11.9% 27%
Schaumburg -- 80192 14,058 15,606 16,142 11.0% 3.4%
Schaumburg — 60193 41,700 40,269 39,405 -3.4% -2.1%
Schaumburg — 60194 22,058 20,816 20,594 -5.8% 1.1%
Schaumburg - 60195 4,359 4577 4,595 50% 0.4%
South Elgin -- 60177 17,092 22,068 24,354 29.1% 10.4%
Spring Grove — 60081 7,328 10,226 11,507 39.6% 12.5%
Streamwood -- 60107 35,847 35,116 34,792 -1.5% -0.9%
Union -- 60180 1,357 1,485 1,550 9.4% 4.4%
Vernon Hills -- 60061 21,900 25370 26,536 15.8% 4.6%
Wauconda -- 60084 12,221 15,424 16,510 26.2% 7.0%
Wonder Lake -- 60057 9,939 11,814 12,734 . 189% 7.8%
Woodstock - 60058 27,829 33,657 36,514 20.9% 8.5%
TOTAL 1,085,531 1,240,844 1,299,212 14.3% 3.7%

Source: Niefsen Claritas, Inc., New York, NY; U.S. Census 2000
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w Application Physician Referrals Chart
ysician Name Referral Facilities

FY 10 Discharges |Total projected referrals
Kim Albright, M.D. Centegra—McHenry 51 51
Joffrey Asbury, M.D. Centegra--Woodstock 16 16
Mercy Harvard Hospital 5 0
Total: 16
Graziella Bistricaanu, M.D. Centegra--McHenry 1 1
Centegra--Woodstock 54 54
Total: 55
Steven Campau, M.D. Advocate Good Shepherd—Barr. 63 63
Manju Chatterji, M.D. Centegra—McHenry 51 51
Centegra--Woodstock 16 16
Total: 67
Rick Chitwood, M.D. Centegra--McHenry 64 64
Centegra--Woodstock 8 8
Total: 72
Richard Cook, M.D. Centegra—Woodstock 259 259
‘rawley, M.D. Centegra--Woodstock 141 141
Jason Cundiff, M.D. Advocate Good Shepherd--Barr. 30 30
Centegra--McHenry 25 25
Centegra—-Woodstock 13 13
Mercy Harvard Hospital 1 0
Total: 68
Paul DeHaan, M.D. Centegra—-McHenry 65 65
Centegra--Woodstock 37 37
Mercy Harvard Hospital 8 0
Total: 102
Paui Dillon, M.D. Advocate Condell Med, Ctr.-Lib. 32 32
Centegra—McHenry 12 12
Centegra--Woodstock 6 6
Mercy Harvard Hospital 7 0
Total: 50
Julie Favia, M.D. Centegra--Woodstock 116 116
Joseph Fojtik, M.D. Advocate Good Shepherd—Barr. 188 188
Monica Gavran, M.D. Centegra--Woodstock 85 85
Advocate Good Shepherd--Barr. 27 27

;oodman, MD.
|
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y Application Physician Referrals Chart
sician Name Referral Facilities

FY 10 Discharges

Total projected referrals

Centegra--McHenry 20 20

Centegra--Woodstock 11 11

Total: 58

Roshi Gulati, M.D. Centegra--Woodstock 33 33
Lata Gupta, M.D. Centegra--Woodstock 75 75
Dougtas Henning, M.D. Centegra--Woodstock 17 17
Susan Howey, M.D. Centegra--McHenry 120 120
Yasmin Hussain, M.D. Centegra--Woodstock 23 23
Mercy Harvard Hospital 15 0

Total: 23

Nathan Kakish, M.D. Centegra--Woodstock 171 171
Hiejin Kang, M.D." Centegra--McHenry 26 26
Sandhya Karna, M.D. Centegra--McHenry 56 56
‘Ile Karney, M.D. Centegra--Woodstock 105 70
Marko Krpan, D.O. Centegra--McHenry 42 42
Centegra--Woodstock 12 12

Mercy Harvard Hospital 5 0

Total: 54

Gary Livingston, M.D. Advocate Good Shepherd--Barr. 24 24
Centegra--McHenry 26 26

Centegra--Woodstock 17 17

Total; 67

Mabria Logman, M.D. Centegra—McHenry 95 a5
Centegra--Woodstock 63 63

Total: 158

Robert MacDonald, D.O. Centegra--McHenry 88 89
Camelia Marian, M.D.* Advocate Good Shepherd--Barr. 77 77
Aisha Mirza, M.D. Centegra--Woodstock 132 132
Deepak Mitra, M.D. Centegra--McHenry 104 104
Centegra--Woodstock 30 30

Total: 134

&




M Applicatlon Physician Referrals Chart
sician Name Referral Facilities

FY 10 Discharges

Total projected referrals

Ranjana Nath;, M.D. Centegra--McHenry 49 49
Centegra--Woodstock 21 21
Total: 70
Richard Persino, M.D. Centegra—-McHenry 148 148
Patrick Phelan, M.D. Centegra--Woodstock 156 156
Mary Riggs, D.O. Centegra--McHenry 163 80
Bibiano Rongquillo, M.D. Centegra--Woodstock 108 108
Emily Shen, M.D. Centegra--McHenry 32 32
Ranjana Soorya, M.D. Centegra--McHenry 15 15
Ratna Srinivas, M.D. Centegra--McHenry 10 10
Dana Tarandy, M.D. Centegra--McHenry 10 10
Centegra--Woodstock 78 76
Mercy Harvard Hospitai -9 0
t? Total: 86
dy Wittman, M.D. Centegra--McHenry 172 172
Ricca Zaino, M.D. Centegra--Woodstock 239 239
Total Referrals = 3809
Impact to Neighboring Hospitals |Number of Referrals Percentage
Advocate Condell Med. Cir.--Lib, 32 1%
Advocate Good Shepherd--Barr. 408 11%
Centegra--McHenry 1363 36%
Centegra--Woodstock 2005 53%

Total

- *note: letter not notarized
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Mercy Impact to CH-M and CH-W Occupancy

Mercy's Patient Days to Meet Target Occupancy
% From CHS - Based an Mercy Referral Letter %
Patient Days Mercy will take from CHS

CHS 2009 patient Days (Annual Hospital Questionnaire}
CHS 2009 CON Authorized Beds *
CHS 2008 Occupancy *

CHS Adjusted Patient Days [w/Mercy Impact)
CHS Adjusted Cccupancy (w/Mercy impact)
Mercy Impact to CHS Occupancy {in % points)

*Adjusted for Abandonment of Project #08-002

M/5
32,960

36%
11,866

37,006
129
78.6%

25,140
53.4%
25.2%

cb
5482

6%
1,974

2,964
19
42.7%

990
14.3%
28.5%

v

1,752
36%
631

6,247
18
95.1%

5616
85.5%
9.6%

M/s
32,960

53%
17,469

19,679
60
89.9%

2,210
10.1%
79.8%

CH-W

0B
5,482

53%
2,905

3,168
14
62.0%

263
5.1%
56.9%
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3,474
12
79.3%

2,545
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Hospital Profile - CY 2009

Centegra Hospital - McHenry

McHenry

Page 1

Patients by Ethnlcity

\ rship, Management and General Information Patlents by Race
ADMINISTRATOR NAME: Michael S. Eesley White 93.9% Hispanic or Lallne: 0.4%
ADMINSTRATOR PHONE  815,788.5825 Black 0.7% Not Hispanic or Lalino: 04.9%

RSHIP: Centegra Northern [linois Medical Center dib/a Ce American Indian 0.3% Unknown: 4.6%
TOR: Centegra Northarn llinols Madical Center dib/a Ce Asian 0.5%

NAGEMENT: Not for Profil Corporation Hawailan/ Pacific 0.0% IDPH Number: 3889
CERTIFICATION: None Unknown: ap% | TPA A-10
FACILITY DESIGNATION:  General Hospital HSA 8
ADDRESS 4201 Medical Center Drive CITY: McHenry COUNTY: McHenry County

Facllity Utilization Data by Catefory of Service
Authorized Paak Beds Average Avernge CON Staff Bad
CON Bads Setup and Peak Inpatiznt  Observation Langth Dally Occupancy Otcupancy

Clinical ice 121312009 Stoffed Census Admissions Days Days of Stay Census 12/3112009 Rate %
Madicat/Surgical 129 127 127 8893 33290 3716 42 1014 78.6 79.8

0-14 Years 188 313

15-44 Years 1,568 4,053

45-64 Years 2,880 10,300

65-74 Years 1,571 6,644

75 Years + 2,686 11,980
Pedlatric 0 0 0 0 0 0 0.0 0.0 0.0 0.0
$ntensive Care 18 18 10 1,378 6,233 14 45 171 g95.1 95.1

Direct Admission 956 3310

Transfors 422 2,923
Obstetric/Gynecology 19 18 18 1,106 2,750 214 27 8.1 427 45.1

Malamity 1,012 2,521

Clean Gynecology 94 229
Neonatal a 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 o 0.0 0.0

Mental lilness 0 0 0 0 0.0 0.0 0.0 0.0
llitation 15 15 15 270 3,262 0 121 8.9 59.6 59.6
-Term Acute Care ¢ 0 1] 0 [ 0 0.0 0.0 0.0 0.0
Dedcated Observation 0 0
Facllity Utilization 181 11,225 45535 3,944 44 1356 T74.9
{includes ICU Direct Admissions Onfy}
inpatients and Qutpatients Served by Payor Source
Medicare Medicald Other Publlc  Private insurance Private Pay  Charity Care Totals
45.3% 9.9% 0.6% 8.7% A.6% 2.0%
Inpatlents 5081 1109 70 4339 407 219 11,225
268.5% 11.7% 0.7% 55.8% 4.7% 0.6%
Outpatients 37231 16435 978 78617 6525 883 140,750
FEinaycinl Year Reparted: THI2008 to 6/30/2008 [npatlent and Outpatient Net Revenue by Bayor Source ch Total Charity
arity Cara Expense
Medicare Medicald  Other Public  Private insurance  Frivate Pay Totals Care 2.200.332
inpatient 351% 9.7% 0.4% 43.4% 11.4% 1000% CxPense Tot ', r.:hamy
Rovenue ( $ olals:
nue ( $) 35082379 9974978 431,686 44540696 11698782 102,638,521 1,398,187 ~ope po o of
Outgatient 17.0% 3.5% 0.2% 70.1% 9.1% 100.0% Net Revenue
Revenue ( §} 23,608,223 4,882,998 341,994 97 577611 12,717,903 139,128,729 401,145 0.8%
irthl ta Newbom Nursery Utilization Organ Transplantation

Number of Total Births: 922 Leve! 1 Pationt Days 1,723 Kidney: 0

Number of Live Births: 920 Level 2 Pationt Days 150 Hea n,y' 0

Eu;hing Rooms: g Lave! 2+ Patient Days 484 Lung:' 0

abor Raoms: )
Total Nursery Patientdays 2,357 :
Delivery Rooms: 0 & Y :“Mu"_g' g
Labor-Dallvery-Recovery Rooms; 0 Labora Stud’ Lia“f-fﬂas-
or-Detivery-Recovery-Fosiparium Rooms: 6 inpatient Studios 330.943 ver 0
lon Ropms: 1 Quipatlent Studies 241,273 Tolak o
ctions Performed: 250 Studies Performed Under Conlract 0

ote; Has only 1 plece of Linear accetearor and is ¢apable of performing IGRT and IMRT procedures.

acceleralor are inclusive of IGRT and IMRT procedures as wall.

Number of procedures listed under Linear




lons Performed:

Hospital Profile - CY 2009 Centegra Hospital - Woodstock Woodstock Page 1
Ownership, Managems d General [nformation Patien!s by Race Patlents by Ethnicity
ADMINISTRATOR NAME:  Michael S. Eesley White 86.1% Wispanit or Latino: 02%
ADMINSTRATOR PHONE  §15.780.5825 Black 1.5% Not Hispanic or Latino: 89.0%
SHIP: Cantegra Memorial Medical Center dib/a Centegra Ho American Indlan 0.2% Unknown; 10.8%
TOR: Centegra Memorial Medical Center d/b/a Centegra Ho Asian 1.4%

AGEMENT: Not for Profit Corporation : Hawaiian/ Pacific 0.1% IDPH Number: 4606
CERTIFICATION: None Unknown: j08%  HPA A-10
FACILITY DESIGNATION:  General Hospital HSA .8
ADDRESS 3701 Doty Read CITY: Woodslock COUNTY: McHenry County

Facility Utilization Data by Cateqoty of Service
Authorized  Pozk Beds Averege  Averago CON Staft Bed
. CON Bods Setup and Peak Inpatient  Obsorvation |engih  Datly Occupancy Occupancy
Clinical Servica 1213112009 Staffed Census Admlissions  Days Days  ofStey Census 1213472009 Rate %
Medical/Surgical 74 60 60 5220 18,422 1,257 3.8 539 72.9 89.9
0-14 Years 170 308
15-44 Years 1,018 2,597
45-64 Years 1,677 6,187
65-74 Years &ré 3,326
75 Years + 1,477 6,004
Pediatric 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Intensive Care 12 12 12 970 3,432 42 ¥} 9.5 79.3 79.3
Direct Admission 721 2,223
Transfers 249 1,209
" ObstetriciGynacology 20 14 14 1,228 2,926 206 26 8.6 428 61.3
Matemity 1,185 2,807
Clean Gynecology 43 119
Neonatal 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
Swing Beds 0 0 0.0 0.0
A ental litness 0 0 - 0 0 0.0 0.0 0.0 0.0
itation 0 0 0 0 0 0 0.0 0.0 0.0 0.0

-Term Acute Caro 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcaled Observalton 13 1259
Facility Utllization 106 7,168 24,780 2,764 3B 755 .2

{includes ICU Direct Aomissions Only}
Inpatients and Qutpatienta Sarved by Payor Source
Meclicare Medicald Other Public  Private Insurance Private Pay  Charlly Care Totals
0.4% 15.8% 1.0% 38.5% 1.0% 2.2%
Inpatients 2825 1136 73 2758 216 160 7,169
25.8% 14.0% 1.2% 53.8% 4.6% 0.9%
Outpatients 27416 14995 1289 57661 4885 938 107,184
Financlgl Year Regorted: 7172008 fo 61302009 Inpatlent and Qutpatien evel ayor Scurce Charit Total Charity
: anty Care Expense
Medicare Medicaid  Other Public Privata Insurance  Private Pay Totals Care 4,683 720
inpaliant 23.7% 12.0% 0.5% 63.4% 10.3% 10003, EPense Tol‘a'l's C"h rity
Revenue ¢ Lnal
venue { $) 12,170,999 6,182,041 269,870 27,424,767 5,278,890 61326667 1067496 | coro s % of
Outpatient 13.8% 2.9% 0.4% 73.1% 9.8% 100.0% Net Revenue
Revenua ( §) 10,676,821 2,232,819 284,066 56,435,259 7.566,106 77,195,071 616,274 1.3%
Bi Data Newbom Nu Utitizatiol Organ Transplantation
Number of Total Births: 1,105 Level ¥ Patient Days 2,115 Kidne o
Number of Live Births: 1,008 Level 2 Patient Days 63 Heart'r. 0
E;r:,hlng Rooms: g Level 2+ Patient Days 430 Lung: o
or Rooms: .
: Total N Patientd 2,608 .
Defivary Rooms: 0 ursery Patbnicays geam‘Lun‘g. g
Labor-Delivery-Recovery Rooms: 4 Labomtory Studies F zgfeas. e
Labor-Delivery-Recovery-Postparium Rooms: 0 Inpatient Studies 172,828 :
ion Rooms: 1 QOutpatiant Sludies 211,753 Total: 0
3rs Studies Performed Undar Contract 0

ole: Proj
and 6 OB beds. Facility now has 74

M/S and 20 OB bads. Project completion date Is 5/31/2012.

acl #08-002 approvad on 7/172008, MMC-New Woodstock, recelved parmit for modernlzation of existing hospital, including the addition of 14 MIS




L
Hospital Profile - CY 2009 Mercy Harvard Memorial Hospital Harvard Page 1
Ownership, Managemeant and General information Patlents by Race Patients nic
ADMINISTRATOR NAME:  Sue Ripsch White 90.1% Hispanic or Latino: 7.5%
ADMINSTRATOR PHONE  (815)943-8671 Black 1.5% Not Hispanic or Latino: 91.9%
RSHIP: Mercy Alliance American indian 0.0% Unknown: 0.7%
TOR! Mercy Hervard Hospital, Inc. Aslan 7.6%

AGEMENT: Not for Profit Corporation Hawaliar/ Pacific 0.0% IDPH Nummber. 4911
CERTIFICATIDN: Critical Access Hospital Unknowh: 08% | TPA A-10
FACILITY DESIGNATION:  General Hospital HSA 8
ADDRESS 901 South Grant Street CITY: Harvard COUNTY: McHanry County

Fac]ity Utilization Data by Cateqory of Servica
Authorized  Peak Beds Avarago Average COR Staff Bed
CON Beds Setup and Poak tnpatient Observation yength Dally Occupancy Occupancy
Clinjeal Service 123172009  Staffed Consus  Admisstons  D8ye Days  ofStay Census 923172008 Rate %
MedicaliSurgical 17 22 12 573 1,502 183 29 48 26.8 20.7
0-14 Years 11 12
15-44 Years 123 201
45-64 Years 180 421
85-74 Years a1 226
75 Yeors + 178 562
Pediatric 0 0 0 0 0.0 0.0 0.0 0.0
Intensive Care 3 42 115 0 2.7 0.3 10.5 10.5
Direct Admission i 3
Trensfers 41 112
Dbstetric/Gynecology 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Matemlly ¢ ¢
_ Clean Gynecology 4]
Neonatal 0 0 0 0 0 00 0.0 0.0 0.0
Long Term Care 45 45 32 177 9,990 0 56.4 274 60.8 60.8
Swing Beds 0 0 0.0 0.0
Agae Montal iliness 0 0 0 0 0.0 0.0 0.0 0.0
Hitatlon 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Term Acute Care 0 0 0 0 0 0 0.0 0.0 0.0 0.0
Dedcated Observalion 0 0
Facility Utilizatlon 66 7681 11,607 162 157 22 496
fincludes ICU Diract Admissions Only}
Inpatlents and Outpatients Served by Payor Sotrce
Madicara Medicald Other Public  Private Insurance Private Pay  Charity Cara Totals
37.4% £.5% 0.9% 24.1% 28.6% 3.5%
Inpatients 281 41 7 181 215 26 751
201% 20.8% 36% 40.3% 5.5% 0.7% .
QOutpatients 5244 745 652 7267 . 997 129 18,034
Financlol Yeor Reported:  7/1/12008 0 6302003 Inpatignt and Qutpatient Net Rgvenye by Payor Source f Totd Charity
Chanity Care Expense
Medicare Wadicald Other Public  Privote insurance  Private Pay Tofals Care 330,050
Inpatient 39.9% 5.6% 0.0% 429% 11.6% 00.0% Expense rotar 'Charit
Revenua { $ otals: {
i3) 3,522,362 497,053 0 3,788,766 1,020,668 8626848  100.275| ‘caro as % of
Outpatlent 20.8% 6.0% 0.0% 68.5% 4.8% 100.0% Neot Reventia
Revenue ( §) 2,806,718 805,514 0 9,254,408 642,799 13,508,440 229,775 1.5%
Birthing Data Newborn Nurgery Utilizatien Organ Transplantation
Number of Total Binhs: 0 Leve! 1 Patlent Days 0 Kidney: 0
Number of Live Births: 0 Level 2 Patient Days 1] Hea n.y ' 0
Birthing Rooms: 0 Leval 2+ Patient Days ! Lung: 0
Labor Rooms: 0 Total Nursery Patientdays ] Heart/Lung: 0
Pelivery Reoms: 0 Pancieas: 0
Labor-Delivery-Recovery Rooms: 0 Laboratory Studles L: e:':e 5 o
Labor-Dellvery-Recovery-Postpartum Rooms: o Inpatient Studles 9,728 :
cifon Rooms: 0 Outpatient Studies 21,359 Total: L)
ions Performed: D Studies Performed Under Contract 4,500

ole: According to Board action on 4/22/09, Board redueed 12 M/S beds, Cument CON= 65 beds which Includes 45 LTC beds.




Deloitte.

Deloitte Financlal Advisory
Services LLP

111 5. Wacker Drive
Chicago, IL &0606-4301
USA

Tel: +1312 480 1000

March 15, 2011 Fax; +1 312 486 1486
’ www deloitta.com

Aaron T. Shepley
General Counsel, Senior Vice President Administrative Services

Centegra Health System
385 Millennium Drive
Crystal Lake, IL 60012

Re: Financial Impact to Centegra of Proposed
Mercy Crystal Lake Hospital and Medical Center

Dear Mr. Shepley:

At your request, we have prepared an independent analysis with respect to the potential financial
impact to Centegra Health System (“Centegra”) of a proposed hospital to be built in Crystal
Lake, Hlinois. 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 Crystal Lake Hospital and Medical Center, Inc (“MCLH”) and Mercy
Alliance, Inc of Janesville, Wisconsin Y‘Mercy") is seeking to build a 128 licensed-bed acute
care, general hospital, in Crystal Lake, Illinois. In addition, Mercy is proposing to construct an
adjoining multi-specialty physician clinic o the hospital. Centegra, an Illinois not-for-profit
corporation, currently operates two hospitals in McHenry County, Centegra Hospital -McHenry
(“CHM™) and Centegra Hospital - Woodstock (“CHW"), which are within 10 miles of the

proposed MCLH facility.

PURPOSE

The purpose of this analysis is to estimate the financial impact of the proposed Mercy facility on
Centegra’s operations. We understand that our analysis may be used in connection with
substantiating Centegra’s contention that, should the project be approved to proceed, the
proposed Mercy facility would have an immediate adverse financial impact on Centegra and
would impair its ability to fund current operations and adequately serve the community.

We understand our work product will be used and that we may be called to testify in connection
with the Illinois Heaith Facilities and Services Review Board’s consideration of Mercy’s
proposed certificate-of-need (“CON™), 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
Crystal Lake Hospital CON application. No other use of this analysis and related work product
are intended or should be inferred. '

Attachment &




Centegra Health System
March 15, 2011
Page 2

APPROACH AND METHODOLOGY

Our estimate of the financial impact on Centegra of the proposed MCLH facility is based on the
estimated volume of cases and related revenues and profits that Centegra would lose to MCLH if
MCLH were to open today and achieve the level of patient activity and related caseloads from
existing facilities as reported by MCLH in its CON application.

The number of cases that CHM and CHW could expect to lose is estimated by MCLH at 3,368
inpatient cases as shown in Exhibit I. Table I, below, is the total number of inpatient cases
represented by MCLH’s CON as referrals from physicians to CHM and CHW that will be
rerouted to the new MCLH facility.

It is important to note that MCLH could also be expected to derive additional revenue from
outpatient services not specifically identified in the CON. Accordingly, Centegra could also be
expected to lose revenue and profit attributable to these outpatient services to MCLH.

Table I
Centegra Cases Lost to
Mercy Crystal Lake Hospital

Service Lost
Category Cases
Inpatient! |

Centegra Hospital -Woodstock 2,005

Centegra Hospital -McHenry 1,363
Total Centegra Lost Cases : 3,368

In order to calculate the profit atiributable to lost Centegra patient volumne and caseload,
we analyzed internal Centegra financial and cost accounting data to determine its
“contribution margin” related to inpatient services. Contribution margin, which is defined
as revenues minus variable costs, represents the incremental profit from the provision of
inpatient services that is available to cover the fixed operating cosis. Fixed costs are
excluded from the calculation of lost profit, since Centegra will continue to incur such
fixed costs regardless of whether cases are lost to the new facility. Revenue, variable
costs and contribution margin would, however, decrease in amounts proportionate to lost

volume.

Table Il, below, presents average revenue per case, variable cost per case, and
contribution margin per case for Centegra Hospital -McHenry and Centegra Hospital -
Woodstock for inpatient services based on fiscal year end June 30, 2010 financial data.
Average per case revenues and variable costs include direct as well as ancillary services.

‘ ' 1 Inpatient cases are the cumlative foial from pages 192 through 276 of Mercy's CON application. See Exhibit | for detail listing by Physician
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Table IT
Calcalation of
Contribution Margin Per Case
(A] [B) {C]
[A] - [B]
Average Average
Average Variable Contribution
Revenues Costs Margin
Service Category Per Case Per Case Per Case
Inpatient
Centegra Hospital -Woodstock $7,508  $4,218 $3,290
Centegra Hospital - McHenry $£8,644 34,869 $3,775

Based on our review, Centegra’s cost accounting data appears to provide a reasonable
basis for determining the contribution margin for purposes of our caiculations. Further,
the contribution margins derived from Centegra data are consistent with both available
empirical data regarding the allocation of hospital costs between variable end fixed
components, as well as assumptions that we have observed in other hospital planning

settings.

Multiplying the lost cases in Table I by the average contribution margin per case in
Column C of Table II results in the estimated annual decrease in contribution margin of
$11.7 million that Centegra would experience if the MCLH facility were to open today
and achieve levels of patient activity and related caseloads projected in Mercy’s CON.
This calculation is summarized in Table III below. The lost cases to MCLH would have a
negative impact on Centegra’s utilization at both Centegra Hospital — McHenry and
Centegra Hospital — Woodstock.

Table 111
Calculation of Lost Contribution Margin
Based on Mercy’s CON

[A]  [B] IC]

Average [A] X [B]

Contribution - Lost

Margin Lost Contribution

Service Category Per Case Cases Margin
Inpatient

Centegra Hospital -Woodstock $3290 2,005 $6,596,735

Centegra Hospital - McHenry $3,775 1,363 $5.144 822

Total Financial Impact to Centegra 3,368 $11,741,557
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Additional Finding

In our analysis of MCLH'’s CON application, we sought to validate the physician FY10
cases reported in MLCH’s CON application using COMPdata® via Intellimed®. We
discovered a variance from the submitted physician referrals included in MCLH’s CON to
the data we pulled from COMPdata® via Intellimed®: for the same physicians during the
same time period. The total number of cases reported in MCLH’s CON is 3,976 compared
to COMPdata® via Intellimed®’s cases of 3,259, or an overstatement of 22%. See
Exhibit II for a detailed comparison by physician. Per COMPdata® via Intellimed®,
1,735 and 1,137 cases have been referred to CHW and CHM by the physicians surveyed

and included in the CON application.

The financial impact based on the adjusted inpatient velume of 2,872 cases from the
COMPdata® via Intellimed® information is $10.0 million. See Exhibit Il for the
calculation of the financial impact based on the number of cases from COMPdata® via

Intellimed®. - :
CONCLUSION

Based on the analysis presented above, and assuming it were to open today and achieve
the levels of patient activity and related caseload projected in its CON application, we
estimate the potential financial impact to Centegra of the proposed MCLH facility for
inpatient services to be in the range of a $10.0 to $11.7 million annual reduction in
systemwide profit. The lost cases to MCLH would have a negative impact on Centegra’s
utilization at both Centegra Hospital — McHenry and Centegra Hospital - Woodstock.

It is important to note that MCLH could also be expected to derive additional revenue
from other “outpatient medical” categories of service not specifically identified in
MCLH’s CON. Accordingly, Centegra could also be expected to lose revenue and profit
attributable to these categories of service to MCLH :

We are independent of Centegra 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 Centegra, as well as from the CON 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 ather
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 exarnination 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.

’ . 2 COMPdaia® vig Intellimed® for the perind 7/1/2009 to 6/30/2010. See Exhibit Il
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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 Centegra

Very truly yours,

Dt “EW'VM ..Jyw.e- Ly
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APPENDIX A
QUALIFICATIONS

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

Daniel Lynn is the engagement Principal on this assignment. Dan is a national practice leader
for our health care industry financial advisory services practice. He has approximately 28 years
of financial advisory experience and has performed numerous studies with respect to health care
entities, including medical practices, hospitals, nursing homes, skilled pursing facilities,
ambulatory surgery centers, outpatient rchabilitation centers, medical practices, HMOs and

PPOs.

Richard L. Piekarz is a Senior Manager in Deloitte Financial Advisory Services LLP. He has
over fifteen 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.

Daniel Mruz a Manager in Deloitte Financial Advisory Services LLP. He has over twenty years
of extensive industry experience providing clients with consultation and as a Financial Manager
in a hospital systemn.is a manager on this assignment. He has over 5 years of financial advisory
experience and has performed numerous projects with respect to health care entities, including
hospitals, ambulatory surgery centers, and {ong term care facilities,
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EXHIBIT I
Physician Referrals from Mercy’s CON Application
Physician Name Referral Source
[A}+[BI+HC]+D]
' ]%[ Bl IC] m Total Physiciapn

Last First Woodstock McHenry Advocate Condell Referrals
Albright Kim 51 51
Asbury Jeffrey 16 16
Bistriceanu  Graziella 54 i ' 55
Campau Steven 63 63
Chatterji Manju 6 51 67
Chitwood Rick 8 64 72
Cook Richard 259 259
Crawley Terr 141 141
Cundiff Jason 13 25 30 68
DeHaan Paul 37 65 102
Dillon Paul 6 12 32 50
Favia Julie 116 116
Fojtik Joseph 188 . 188
Gavran Monica 85 85
Goodman Dawvid 11 20 27 58
Gulat Roshi 33 13
Gupta Lata 75 75
Henning Douglas 17 17
Howey Susan 120 120
Hussain Yasmin 23 23
Kakish Nathan 1IN 171
Kang Hiejin 26 26
Karna Sandhya 56 56
Karney Michelle 70 70
Krpan Marko 12 42 54
Livingston  Gary 17 26 24 67
Logman Mabria 63 95 158
MacDonald Robert 89 89
Marian Camelia 77 77
Mizra Aisha 132 132
Mitra Deepak 30 104 . 134
Nath Ranjana 21 49 : 70
Persino Richard 148 ' 148
Phelan Patrick ~156 156
Riggs Mary 80 80
Ronquillo Bibiano 108 108
Shen Emily 32 R
Soorya Ranjana 15 15
Srinivas Ratna 10 10
Tarandy Dana 76 10 86
Wittman Randy 172 172
Zaino Ricca 239 239

Total 2,005 1,363 409 32 3,809
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Attending Physician

Albright, Kim (FP)
Asbury, Jeffrey B UROL)
Bistriceanu, Grazielia (OTHR)
Campanu, Steven A (OTHR)
Chatterji, Manju (PD)
Chitwood, Rick A (PD)
Cook, Richard O (OTHR)
Crawtley, Terri L (OTHR)
Cundiff, Jason (OTHR)
DeHaan, Paul H (OTHR)
Dillon, Paul C (PS)
Favia, Julic (OTHR),
Fojtik, Joseph E (IM)
Gavran, Monica E (IM)
Goodman, David A (OTHR)
Gulati, Roshi (OTHR)
pta, Lata (OTHR)
nning, Douglas A (OTHR)

owey, Susan M (OTHR)
Hussain, Yasmin (OTHR)
Kakish, Nathan (OTHR)
Kang, Hiejin (OTHR)
Karna, Sandhya R (OTHR)
Kamey, Michelle Y (OTHR)
Krpan, Marko F (OTHR)
Livingston, Gary L. (OTHR)
Loqman, Mabria (FF)
MacDonald, Robert J (FP)
Marian, Camelia E (OTHR)
Mizra, Aisha A (OTHR)
Mitra, Deepak (IM)
Nath, Ranjana {(PD)
Persino, Richard L. (OBG)
Phelan, Patrick E (OTHR)
Riggs, Mary (OTHR)
Rongquillo, Bibiana C (OTHR)
Shen, Emily (OTHR)
Soorya, Ranjana P (OTHR)
Srinivas, Ratna R (OBG)
Tarandy, Dana T (OTHR)
Wittman, Randy § (OBG)
Zaino, Ricca Y (OBG)

[A)
Centegra
McHenry

51

(] —} 1

104
49
127
109
32
15

147

1,137

EXHIBIT I
Summary of July 2009 — June 2010 Inpatient Cases by Mercy Physician

(8]
Centegra

Woodstock

54

16
8
217
141

23
101

v e g

132
30
21

156

108

50

190
1,735

[C)
Advocate
Good
Shepherd

63

— .
tu.ogl.h.uoonc

LI B O T R S T |

~d
~d

L 2 T T T T T TR S T S

350

[D]
Mercy

Harvard

L} 1. LA

1

LI B O |

LI - N T R S R B T |

(]
th

[E]
Si. Alexius
Medical
Center

-
-

[ SR B % R Y

L R R L D Y S T S T

] t 1 L] 1 '] ] [ [

N

(Fl iG] A
Comp CON [G}-F}
data App. Var
51 51 -
10 21 1
55 55 -
63 63 -
67 67 -
72 72 -
217 259 42
141 141 -
16 68 52
80 110 30
24 57 33
10! 116 15
188 188 -
85 85 -
7 58 51
33 33 -
64 75 11
17 17 -
94 120 26
2 38 36
174 i -
26 26 -
56 56 -
99 105 6
44 59 15
11 67 56
15 158 143
89 89 -
77 717 -
132 132 -
134 134 -
70 70 -
127 148 21
156 156 -
109 163 54
108 108 -
32 32 -
15 15 -
8 10 2
56 95 39
147 172 25
190 239 49
3259 3976 717
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EXHIBIT Il
Calculation of Lost Contribution
Margin to Adjusted Lost Cases Based on COMPdata® Comparison
{A] [B] [C]
Average {A] X [B]
Contribution Adjusted Lost
Margin Lost Contribution
Service Catepory Per Case Cases Margin
Inpatient
Centegra Hospital — Woodstock $3,290 1,735 $5,708,150
Centegra Hospital - McHenry $3,775 1,137 $4.292.175
Total Centegra 2,872 $10,000,325
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Zip Code Area

60098 Woodstock
60014 Crystal Lake
60050 McHenry
60033 Harvard
60013 Cary
60051 McHenry
60152 Marengo
60097 Wonder Lake
60156 Lake in The Hills
60102 Algonquin
60142 Huntley
60071 Richmond
60081 Spring Grove
60012 Crystal Lake
60073 Round Lake
60010 Barrington
61012 Capron
60020 Fox Lake
60084 Wauconda .
60042 Island Lake
60041 [ngleside
53128 Genoa City
60034-Hebron
60047 Lake Zurich
60110 Carpentersville
53181 Twin Lakes
60021 Fox River Grove
61065 Poplar Grove
60080 Mundelein
60002 Antioch
60180 Union

0 Not listed
60118 Dundee
60046 Lake Villa
60140 Hampshire
61008 Belvidere
60072 Ringwood
53585 Sharon
53147 Lake Geneva
53191 Williams Bay
60177 South Elgin
60030 Grayslake
60031 Gurnee
60192 Schaumburg
53170 Silver Lake
60085 Waukegan
60016 Des Plaines
60120 Elgin
61038 Garden Prairie
60061 Vernon Hills

Mercy Chrystal Lake Hospital and Medical Center, Inc., Project 10-089

Projected Patient Referrals
718
459
394
313
203
203
173
134
130
100

- 100
a1
74
59
45
40
39
35
34
30
29
27
26
23
22
22
21
17
15
14
14
12
11
11
10
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60504 Aurora

60103 Bartlett

60123 Eigin

60074 Palatine
61085 Stockton
53184 Walworth
60505 Aurora

60089 Buffalo Grove
60629 Chicago
60135 Genoa

60136 Gilberts
60169 Hoffman Estates
53941 La Valle
60048 Libertyville
60056 Mount Prospect
72653 Not listed
60067 Palatine
61088 Winnebago
63010 Amold

48611 Auburn
60502 Aurora

60011 Barrington
60622 Chicago
60610 Chicago
60656 Chicago
60411 Chicago Heights
61020 Davis Junction
60115 Dekalb

60124 Elgin

60007 Elk Grove Village
53121 Elkhorn
60025 Glenview
60088 Great Lakes
60942 Hoopeston
40220 Louisville
60164 Melrose Park
46410 Merrillville
60565 Naperville
60064 North Chicago
32137 Not listed
34667 Not listed
34231 Not listed
37857 Not listed
45503 Not listed
95425 Not listed
95206 Not listed
85365 Not listed
60453 Oak Lawn
61061 Oregon
55080 Owatonna
53157 Pell Lake
53072 Pewaukee
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53158 Pleasant Prairie
53159 Powers Lake
60546 Riverside
53168 Salem

60077 Skokie

62707 Springfield
53179 Trevor

60185 West Chicago
60089 Zion
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FY 2010 Harvard Residents Inpatient Hospitalization
Source: IHA COMPdata; Excludes Neonates & Normal Newborns

Centegra Hospital-McHenry
Centegra Hospital-Woodstock
Mercy Harvard Hospital

60033
Harvard

123
558
331

Harvard Residents going to McHenry County Hospitals Subtotal
Harvard Residents going to Non McHenry County Hospitals Subtotal

1,012
363

Harvard Residents Inpatient Grand Total

1,375

ATTACHMENT &




IN THE CIRCUIT COURT OF THE NINETEENTH JUDICIAL CIRCUIT
McHENRY COUNTY, ILLINOIS

NORTHERN ILLINOIS MEDICAL ) @
CENTER, MEMORIAL MEDICAL, ) @
CENTER, AND CENTBGRA HEALTH )
SYSTEM, - . ;
Plaintiff )
. ) o
. vs. )  CASENO: 04MR 106
)
ILLINOIS HRALTHFACILITIES ~ )
PLANNING BOARD, ILLINOIS ) FITET—
DEPARTMENT OF PUBLIC HEALTH, ) & pHeHonry County, Minols
MERCY CRYSTAL LAKE HOSPITAL ) .
AND MEDICAL CENTER,INC, - ) WY -6 ams
MERCY HEALTH SYSTEM )
CORPORATION, ELIL. BEEDINGJR. ) VERNON W, KAYS, JR,
AND THE BEEDING GROUP, ) Clork of the Gicult Gourt__ |
)
Defendants )

MEMORANDUM OPINION AND ORDER

This cause came before the Court on Count ] of the Complaint ‘ﬁled by the Plaintiffs’
Northern Illinois Medical Center, Memorial Medical Center and Centegra Health System for
Administrative Review of the Decision of Dlinois Health Facilities Planning Board (“State
Board”) pursuant to 735 ILCS 5/3-110, 5/3-111 20 ILCS 3960/11. Plaintiffs seek reversal of the
Administrative Decision of the State Board which gmnied a permit to the Mercy Crystal Lake
Hospital and Medical Center, Inc. {“Mercy Hospital”) to construct & new hospital in Crystal
Lake. Plaintiffs contend that the State Board's actions in approving the issuance of the permit
were against the manifest weight of the evidence and arbitrary and capricious, patticularly in
Light of the negative reports of the Illinois Depertment of Public Health (“.State Agency”).
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‘The Court has reviewed all the relevant pleadings, including Count I of the Complaint for
Administrative Review, Plaintiffs” Motion to Reverse Administrative Decision, the
Memorandum in support of said Motion, the Response of Mercy Hospital and Mercy Health

System Corporation and Reply of Plaintiffs thereto. The Court has further reviewed the entire -

-certified record of administrative proceedings which includes the Application for Permit,

documents in support of the application, the State Agency reports, the Record of Public Hearing
on September 29, 2003 and the transcripfs of hearings before the State Board on December 17,
2003 and April 21, 2004, with corrections made at the Juns 15, 2004 State Board meeting. The

Court has reviewed the case law cited by the partics in their written submissions and has had the

benefit of the oral arguments of the attorneys ‘for the Plaintiffs and Defendants.

BACKGROUND
The Hlinois Health Facilities Planning Act was instituted *“{o establish a procedure
designed to reverse the &rends of increasing in costs of health care tesulting from unnecessary
construction or x.nodiﬁcation of health care facilities ... and to improve the financial ability of the
public to obtain negessary hei;lth services and to establigh an orderly and comprehensive health -
care delivery system which will guarantee the availability of quality health care to the general
public”. 20 ILCS 3960/2 To that end, the Planning Act provided for the creation of a Board and

. defined its duties and finctions. The powers and duties of the State Board include the

prescribing of rules, regulations, standards, criteria and procedures to carry out the provisions of
the Act. 20 ILCS 3960/12 The regulations and criteria are contained in Sectionis 1110 through
1260 of Title 77 of the Illinois Administrative Code. A health care facility cannot be modified or

constructed unless the Board issues a permit. 20 ILCS 3060/5.1 In evaluating an application for




permit or Certificate of Need, the Board is assisted by Illinois Department of Public Health
which serves as administrative and staff support for the Board. 20 ILCS 3960/4

On July 11, 2003, Mercy Hospital filed an Application for Certificate of Need (CON)
with the Illinois Health Facilifics Planning Board, The application requests a permit for
establishment a.mi construction of a new 70 bed hospital with adjacent office facilities for 45
physicians in Crystal Lake, Illinois. The proposed hospitel would have 56 medical/surgical beds;
10 obstetrics beds and 4 intensive care beds. The hospital site is located within a MSA, kntown
as area A~-10. The initial application was ;ieemed incomplete on July 24, 2003 and by letter of
that date, additional information was requested, That informgﬁoi‘t {'Jas provided on July 30, '
2003, which included a listing of all hospitals within 45 minutes of the proposed facility.

A public hea;ing was conducted on September 29, 2003 in Crystal Lake, Tllinois. In
addition to persons associated with Meroy Hospital and its parent corporation, Mercy Health

' Systeni, hundreds of interested persons testified or offered written submissions both m favor of

and in Opp_osition of the proposed project.

The lkinois Department of Public Health issued its initial report evaluating Mercy
Hospital’s application. The report found that overall, Mercy Hospital did not meet the review
criteria of Illinois Administrative Code, Sections 1110 and 1120, The State Agency submitted its

report to the Board on December 17, 2003 and the Board conducted a hearing on that same date,

At the meeting the Board denied the application.

Thereafter, Mercy Hospital submitted additional information for the project to the State
Agency and requested another hearing date before the State Board. A Supplemental Agency
Report was prepared based on the new materials and submitted to the State Board st its April 21,

2004 meeting. The report did change some of its findings in the supplemental report dealing




with financial and economic considerations under Section 1120 of the Illinois Administrative

Code. The evaluations pertaining to Section 1110 remained unchanged. At the Board meeting
on April 21, 2004, the ﬁoard approved Mercy Hospital’s applicﬁon. The State Agency issued a
letter on May 15, 2004 informing the applicant of the State Board's approval of the project.

On May 26, 2004, the Plaintiffs filed its Complaint for Administrative Review of the
State Board's decision to grant the CON to Mercy Hospital, The Plaintiffs assett that the
decision of the State Board should be reversed becsuse (a) it is against the manifest weight of the
evidence; (b) the issuance of the permit was arbitrary and capridious; (c) the vot;a of the Board on
April 21% did not spegify the action proposed and the Board did not make any findings; and, (d)

the voting process was improper and evidence of arbitrary conduct.

REVIEW OF THE BOARD’S DECISION

A. MANIFEST WEIGHT OF THE EVIDENCE:

The Plaintiffs couxend.lhat the Decision of the Board to issue the permit ta Mercy
Hospital for the establishment and construction of 2 new hospital in Crystal Lake, Illinois was
ag_ainsf the manifest weight of the evidence.

Iffachzal findings a.remi_ide.by an administrative agency, they are viewed as prima facie
correct and a reviewing court.will not'.distu.rb those findings, unless they are contrary to the

manifest weight of the evidence. BRIDGESTONE TO 0 3051

App. 3d 141 (1999).
At the administrative hearing 6n April 21, 2004, no factual findings were made by the

State .Boa.rd. On May 14, 2004, the executive secretary of the Board issued a letter notifying

Mercy Hospital that the State Board had sppraved the Application for Permit. That letter




indicated that Board based its approval upon the project’s substantial conformance with the
applicable standerds and criteria of Part 1110 and 1120. It further stated that, “In arriving ata
decision, the State Board considered the findings oor;tained_ in the State Agency Report, the
application material, the State Agency’s Report of Public Hearing held on September 29, 2003
and any t.'cstimony made before the State Board”.

The aforesaid letter does not set foxjth specific findings of fac:.t. It does state the Board’s
conclusions and the basis therefore. Secticn 10 of the Planning Act does not require the Board to
specify its findings of facts and conclusions unless negative acﬁoﬁ on an Application is taken.
20ILCS 3960/10 In addition, Section 1130.680 of the Administrative Code requires the Board

to specify its “finding of fact and conclusions of law” only when the Board denies an application.

ACCESS CENTER FOR HEALTH. LTD. Vs. HEALTH FA_QILI‘ TIES PLANNING BOARD,

283 Tl App 3d 227 (1996).
In the case at bar, the State Board did not deny Mercy Hospital’s Application for Permit

or CON. Even if findings were necessary, that may not be enough for the trial court to reverse

the Board's decision, If the record contains competent and sufficient evidence that supports the

agency's decision, the decision should be affirmed. CATHEDRAL R
CITY , INC. vs. JLTINOIS HEALTH FACILITIES PLANNING BOARD. 308 Il App 3d 529

(1999). .
An administrgtive allgency’s decisionis against the weight of the evidence only if the
opposite conclusion is clearly evident, The mere fact that the opposite conclusion is reasongble
or that the reviewing court may have ruled differently does not justif;r reversal of an .

administrative decision. A trial court may not reweigh the evidence or make an independent




determination of the facts. ABRAHAMSON vs, ILLINOIS DEPARTMENT O
PROFESSIONAT REGULATION, 153 Til. App 2d 76 (1992)

In order to approve and authorize the issuance of a permit if it ﬁpds the State Board must
find that the proposed project is consistent with the orderly and economic development of such
facilities and is in accord with stendards, criteria or plans of need adopted and approved pursuant
to provisions of Section 12 of 20 ILCS 3960.

Section 12 of the Illinois Health Facilities Planning Act authorizes the State Boarﬁ to
prescribe rules, regulations, criteria and procedures to cary out the I;urposes of the Act. That .
section further enumerates certain factors the Board shall consider in developing health care
faclhty plans. Those factors mclude the sumber of existing and planned facilities offering
similar programs, the extent of utilization of existing facilities, the avm]ablhty of facilities which
may serve as altematives or substitutes and the availability of personnel necessary to operate the
facility. 20 ILCS 3960/12(1} and (4).

Acting as an administrative and support arm of the Stats Board, the State Agency
prepared two reports for the Board’s review and consideration. Those reports consider the
applicatioq and suppt;xﬁng documentation submitted. The State Agency évaluated Mercy
Hospital’s application with respect to financial and economic criteria set forth in Section 1120 of
Title 77 of the Nlinois Administrative Code and the general review criteria and needed related

criteria set forth in Section 1110 of the Illinois Administrative Code 77 Illinois Adm. Code. The

Administrative Code has the force and effect of law. MEDCAT LEASING CO. vs. WHITLEY,

253 111 App 3™ 801 (1993).
The Agency report completed for submission to the State Board Hearing on December

17, 2003 found that the Mercy Hdspital Application, was in conformity with three of the four




epplicable economi;: feasibility criteria and that the financial feasibility criteria were not

- applicable. The Agency report found that aside from meeting the background of applicant
criterion (1110.230), that Mercy Hospital met none of the other criteria under Section 1110, the

general 01‘- peed related criteria, including the criteria for a variance to bed need.

At the December 17, 2003 Statc Board Hearing, Mercy Hospital had various
representatives present who presented testimony regarding the application and in response to
questioning by Board members. Those present for Mercy were Javon Bea, President of Mercy
Hospital; Richard Gruber, Vice President of Mercy Hospital; Dan Colby, President of mercy
Harvard Hospital and fhree attorneys representing Mercy. The Board addressed concerns
regarding the bed variance, the shortage of obstetrical beds in the M.S.A., the additional
physicians that Mercy would bring to staff its proposed hospital end the impact of the hospital.on
staffing iln' other area hospitals. At the conclusion of the hearing, the State Board denied Mercy
Hospital’s application. No findings were made. However, before the Notice of Intent to Deny
was sent on January 27, 2004, Meroy Hospital on January 15, 2004 sent a letter with .
supplemental irifonnation requesting leave to reappear befofe the Board at the February meeting.

Afler receipt of the supplem'enta.l information from Mercy Hospital, the State Agency
issueq another report for submission to the Board at its ‘April 21, 2004 meeting. No hearing was
held regarding Mercy’s application between December 17 and the A;pril 21" meeting. The report
of the State Agency for the April hearing contained tho same findings regarding the general
criteria and needed related criteria; that being that except for applicant meeting the background
criteria, Mercy I-Iosl-pital did not meet the other 1110 criteria. The Stale Agency found that with

the change in cost submitted by Mercy in the supplemental materials, Mercy now met all of the

economic feasibility factors, -




At the hearing on April 21, 2004 before the Board representatives of Mercy appeared as

well as its legal counsel. With respect to bed need, Mercy Hospital had submitted data from the
Center for Disease Control which indicated that 76% of the hospitals in the United States have
less than 100 be;is. Upon questioning, bospital personnel acknowledged that this study was not
Tlinois or McHenry County based but rather reflected nationwidc.staﬁsﬁcs. Documentation
regarding the decrease in average patient stays was discussed using 980 ﬁgu:es versus today.
Testimony was received regarding the 45 new physicians Mercy would bring to the proposed
hospital, which physicians would be in their employ. Mercy representatives opined that with
these new doctors in place, patients who resided in the M.S.A. who sought treatment outside of
the M.S.A. would return for care. There was discussion concemning the findings by the State
Agency on the general criteria and need criteria not being met. Board member Levine believed
that the rules were outdated and needed to be revised to reflect current data. He was particularly
.imp_ressed with the 45 physicians who would be moving to McHenry County to staff the
proposed hospital. ‘.“ the conclusion-of the hearing, the Board voted to approve the application
and the motion passed. On May 14, 2003, a letter advising of the approval of the lappliéaﬁon for
permit was sent to Mercy Hospital,
Plaintiffs assert that the decision of the State Board is against the manifest weight of the
_ evidence becauss the proposed project was not in accordance with the standards, criteria or plans
of need adopted and applloved pursuent to the provisions of the Dlinois Health Facilities Planning
Act. In particular, the Plaintiffs direct the Court to the State Agency reports wherein it was noted
that Mercy Hospital’s proposed project was not in conformity with the general review criteria

and need related criteria under Sections 1110 of the Illinois Administrative Cade.




The Defendants counter Plaintiffs assertions by directing the Court to the standard of
review and the discretionary anthority the State Board has under 1130.660 of the IMinois

Administrative Code. That provision states in pertinent part the follows:

“The State Board shall consider the application and any supplemental information or
modification submitted by the applicant, [DPH report(s), the public hearing testimony, if
any and other information coming before it in making its determination whether to
approve the project. The applications are reviewed to determine compliance with review
criteria enumerated in 77 111. Adm. Code 1110 and 1120, The failure of a project to meet
one or more review criteria, as set forth in 77 Il). Adm. Code 1110 end 1120 shall not

prohibit the issuance of 8 permit.”

The applicability of Section 1130.660 has been addressed in a number of cases, which

cases have been cited by the parties herein. With the exception of the Court in SPRINGBOARD,

the Courts have recognized that the State Board does have the authority to approve an

application where one or mors of the review criteria were not met. NSIO ICAL
CE LTD, Vs. SUBURBAN ENDOSCOPY R, 298 11 App 3d 93 (1998).
ACCESS R FOR HEALTH LTD. vs. FACILITIES P BOARD

283 11l App 3d 227 (1996), CATHEDERAL ROCK OF GRANITE CITY ys. ILLINQIS

HEALTH FACILITIES PLANNING BOARD, 308 Iil. App 3d 529 (1999) and MARION

HOSPITAL CORPO ON vs. JILLINOIS HEALTH P, G BOARD, FACILITIES
SPRINGWOOD is distinguishable from the aforementioned cases because the Court did not

consider the applicability of 1130.660 in that case. SPRINGWOOD ASSOCIATES vs.
HEALTH FACILITIES PLANNING BOARD, 269 Il App 3d 944 (1995).

However, in each of the cases where the Courts upheld the Board’s decision to exercise
its discretionary authority, the courts looked to the record to determine if there was adequate

evidence to support the Board’s decision. Nene of the cases cited by the Defendants have State




Agency Reports that found lack of conformity with essentially all of the need related and general
critﬁia as in the case at bar.

The letter of May 14, 2004, issued on behaif of the State Board found substantial
conformance with the applicable standards and criteria of part 1110 and 1120 based on its
consideration of the findings contained in the State Agenc.y reports, the application material, the
report of public hearing on Septeruber 29, 2003 and any testimony made before the State Board.

At the public hearing the majority of those who twﬁﬁed were in opposition to the
proposed project, ;ibnost 2000 letters were submitted both in support of and in opposition fo
Mercy Hospital. More letters were in opposition. Many of the letters s'ubmitted were form
letters used by supporters of Plaintiffs’ and Défendants’ respective positions. Some of the letters
were from Mercy’s website, which did not allow negative input. ‘

The State Agency Reports submitted to the State Board for hearings on December 17,
2003 and April 21, 2004 found that the proposed project was not in conformity with the
following general review a1l1d need related criteria: 110.320(a): Bstablishment of Additional
Hospitals, 110.320(b); Allocation of Additional Beds, 1110.520(a); Unit Size; 1110.520(b);
Variances to Bed Needs, 110,520(5)(2); Medically Underserved Variance, 1110.230(a);
Location, 1110.230(c); Alterna'tives, 1]1.0.230(d); Need for the Project, 1110.230(e); and Size of
the Project, The project was in conformity with 1110.230(b), Background of Applicant, which
provided that the applicants complied with the necessary licensure and certification information
required and erg fit, willing, able and have the necessary background-to provide éproper _
standard of healthcare service for the community.

In response to the adverse reports of the State Agency, Mercy Hospital addressed the

growing population trends in McHenry County, the shortage of physicians in McHenry County
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and the changes in the practice of medicine that have reduced the average length of patient stays
in hospitals. Mercy Hospital asserts that as a result of the decline in the patient length of stays,
there is no longer a need for the requirement of 100 medical/surgical beds as established in 1980
and that only 67 beds are needed to serve the same number of patients.

Section 1110.320(2) of the lllinois Administrative Code requires that hospitals within a
M.S.A, must have a minimum of 100 medical/surgical beds. Hospitals situated ontside a M.S.A.
do not have such a limitation. Mercy Hospital proposes 56 med/surg. bedg with initially 32 of
the entire 70 beds being built oﬁt and the remf;ining 38 being shells for later constructioq. The
Defendant ho.spital did not identify how the 32 beds would be allocated, At the Board hearing of
April 21, 2004, Mr. Glaser, on behalf of Iv.Iercy Hospital stated i:hat all 70 beds would
immedijately be built out, contrary to the data in the applicati(;n and earlier testimony. (R3541)

_(R.14) Section 1110.230.530(a)(1)(A) provides that a new obstetric unit with a M.S.A. must
have 20 beds. Mercy proposal is for 10 obstetric beds.

' Me:rcy Hospital submitted material based on average length of patient stays in 1980 to the
present, claiming that 67 beds would now provide care for the same number of patients in a 100
bed facility in 1980.: The.documentation presented gives vationwide figures with no s;;eciﬁc
data for Iilinois.

" The 100 bed staudard was established in 1992 and not 1980 and is applicable only to
hospitals within a Metropolitan Statistical Area, such ag the proposed location. Furthermore,
according to the bed inventory data, the A-10 planning area (M.S.A.), where the proposed
facility would be located, has 35 excess medical surgical beds and 7 excess ICU beds. Assuming
that the present average length of patient stays reduces the need for beds, then the proposed
additional beds-at Mercy Hospital would only incrcas;:-thc surplus but also affect the target

n




utilizaﬁoﬁ rates at neighboring hospitals, which is also taken into account under the need rejated
criteria. Presently the hospitals in proximity to the proposed project are generaily not operating
at the State’s target utilization rates.

'I_‘llxe only shortage of beds in the M.S.A. is obstetrical beds, which shortage is 20 beds.
Mercy’s application proposcs 10 obstetrical beds, Mercy Health ;S‘,ystﬂn Corporation operates
Mercy Harvard Hospital, which is within M.S.A. 10. Mercy Hmd Hospital closed its
obstetrical unit approximately three years ago.and has not reopened since Mercy acquired the
hospital approximately two years ago.

There are located within planning Area 10 three hospitals which offer the same services
';as the proposed project. Two of these three hospitals are within 30 mirutes of the proposed
facility, These are Northem [llinois Medical Center in McHenry and Memorial Medical Center
in Woodstock. The third hospital, Mer;'.:y Ha.rvard is within 45 minutes of the proposed facility.
Additionally, there are four other hospitals not within the plafming area, but within 30 minutes of
the site of Mercy Hospital. They are Advocate Good Shepherd, Ban'ington. St. Alexius Medxcal
Center, Hoffman Estates, Sherman Hospit.';xl, Elgin and Provena St. Joseph Hospital in Elgin.
Each of these health facilities offer the s;ms services a8 the proposed hospital,

Defendant acknowledges the presence of tilese other hospitals end that Mercy will offer
no services not already provided by these facilities, However, Mercy contends that with the
growth of populhtion within the county, the travel times will incroase in the future and thereby
" increasing the travel times in excess of 30 minutes to those hospitals. The estimates of future
travel times do not take in account road expansion projects which might be undertaken. The
evidence on the travel times and fiture projections offered by the Defendant are in some

instances inaccurate and other instances speculative.




Mercy oplines that a significant percentage of patients are leaving the planning area for
health care and that with the establishment of a new hospital, a éood percentage of those patients
will return to the area for treatment. Competent evidence is lacking to support this opinion.
Evidence at the public hearing and elsewhere in the record shows that approximately 75% of the
residents within zip code targeted area received care at existing hospitals and that other patients

leaving the target area are doing so for specialized or tertiary care. It is also unclear if Mercy's

opinion takes into acconat the services received at the hospitals located within 30 minutes but

outside of area A-10.

The review criteria does provide for variance for bed need. 77 11. Adm. Code
1110.530(b)(2). In order to satisfy the variance to bed need requirements, Mercy Hospital had to
documment that access to the proposed service is restricted in the planning area by documenting at
least one qf the following: (i) the absence of service within th;: plaﬁng area; (ii) limitations on
government funded or charity patients; (jii) restrictive admissions policies of existing providers;
(iv) the area population and existing care system exhibits indicators of median care problems
such as an average family income level below the statc poverty level, high infant morality or
designation as a “Health Manpower Shortage Area:, or (v) the project will provide for & portion
of thé pwﬁation who must currently travel over 45 minutes to receive service. Mercy Hospital
was found to have documented none of tﬁe aforesaid criteria in order to receive a varience,
Bvidence presented showed that seven hospitals are within 45 minutes and all offer the same
services Mercy will offer, if not more. Travel studies submitted by mercy were in some ways
misleading-as they included round trip travel times which is not the standard for review or were

based on future projections. No evidence whatsoever was submitted to document items (i)

through (iv).

-
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Much was made by the Board at the April 21, 2003 hearing, about the 45 physicians
Mercy Hospital would bring to staff its hospital and adjacent offices. 1t is inclear from the
evidence where tﬁese physicians will come from. However, Mercy did indicate that with the
opening a néw hospital, it would close three of its physician staffed facilities now located in and
Cary and Crystal Lake. Board member, Mr. Levinse, commented at melApril 21" meeting how
impressed he was that these new physicians would help make a dent in the shertage of physicians
in the area. There was a chart prmtided showing.a physician shortage in McHenry County. The
underlying data for the information in the chart is unknown. Wle the Board addressed the
shortage of physicians in the area, it appears not to have adequately considered the shortage of
healthcare support staff. The evzdence in the record reflects that there is a shortage of health care
personnel needed {0 staff hospitals. Thera are not enough nurses, medical technicians and
laboratory technicians to staff hospitals nationwide and in McHenry County. Tesnmony at the
public hearing expresseci a concern that thle new hospital would not be able to adequately staff its
facility and would have to recrm't medical personn?l from other area hospitals, thereby causing
shortags of “necessary. and requn'ed staffin those facilities. Area hospitals have experienced

staffing problems whlch have resulted in their not being able to maximize the use of their

facilities. _
The record further documents that the proposed hospital would advergely impact the

utilization rates at hospitals within the M.S.A. and nearby. Mr. Ryder, of Advocate Health Care
in Barrington testified at the public hearing that more then 25% of its patients are from the towns
targeted by Mercy Hospital. A study submitted at the public hearing by Plaintiffs and prepared
by Deloitte and Touche, at Plaintiff’s instance concluded that Northem Ilinais Medical Center

and Memorial Medical Center, both in A-10 would lose approximately 9,500 ceses annually, -




Upon a review of the record, there is not sufficient and competent evidence supporting
the State Board’s decision to grant the issuance of the permit to Mercy Hospital, While the
Board has the authority to issue a permit when all of the criteria under 1110 are not met, there -

needs to be some rationale basis to excuse compliance with the criteria. The record does not

reflect that Mercy Hospital presented sufficient evidence showing that the proposed hospital

facility was needed, was the most effective or least costly altemative and was in a medically
underserved planning aree. Sufficient evidence did not establish that the project warranted &
variance to bed need. '
Mercy Hospitel’s application did not meet the necessary general review and need related
criteria and the factors set forth in 20 ILCS 3960/12. The written submissions and oral testimony
did not reput the Agency’s findings that Men-:y Hospital’s application was not in conformity with
tﬁe criteria set forth in 77 1ll. Adm. Code 1110. This Court finds that the State Board’s decision

is against the manifest weight of the evidence.

B.' ARBITRARY AND CAPRICIOUS

The Plaintiffs also contenq that the Board’s decision was arbitrary and capricious. 'I'hc‘
Hiinods Supreme Court in GREER vs, ILLINOIS HOUSING DEVELOPMENT AUTHORITY,
122 Tl 24 462 (1988) set fonh‘ guidelines to be applied by the Court in determining whether the
decision of an Agency is arbitrary and capriciot;s. Those guidelines direct the Court to consider:
1. Did the Agency refy on factoi‘s the legislature did not intend the agéncy to consider; 2. Did the
Agency fail to consider an important aspect of the problem, or 3. Did the Agency offer an

explanation for its decision which runs counter to the evidence before the agency or which is so




implausible that it could not be ascribed to a difference in view or the product of agency

expertise.
The State Board in the case at bar excused the mercy Hospital's failure to comply with
essentially all of the gencral and need related criteria. The only rationale for the Board’s actions

capable of being gleaned from the hearing on April 21% was that the rles and review criteria are

outdated and that this new facility will help fill the shortage of physicians in the service area.
At that April Board meeting, Board members expressed concern about the Board's

decision bemg termed “arbitrary and capricious™if it approved the Mercy Hospital Application

for Permit in light of the State Agency’s two reports showing non conformity with the 1110

criteria. In response thereto, Board member Stuart Levine stated that the rules and criteria are

“woefuily out of date”. He further stated that he has participated in “a lot of applications that
were granted that had complete negative findings. A'n.d those occurred in instanccs where there
were valid reasons and ]ushﬁcatlons given in each-of the areas that, of course, are in the Board's
dlscretlon to do”. R 3264. Yet, Mr. Levine dld not oﬂ"er any explanatlon or justification for the
Board’s approval in the instant case, other than ho was impressed with the 45 new physicians

who wotuld be coming to McHenry County and who would make a dent in the physician

shortage.

The Board hearing on April 21 focuéed in large part on the new physicians who would be
emp oncd'by Mercy Hospital. However, the rules governing the Board’s decisions do not
provide for criteria which address physician shortages, The documentation provided by Mercy
regarding physigian shortages was done by Solucient and is in the record at page 2913. The
chart shows that Crystal Lake, the l@on of the proposed hospital, has no physician shortage.

Lake in the Hills, Cary and Algonquin are the other target service areas. No data is provided for




physicians in Lake in the Hills. On Solucient’s docmﬁentation, Cary and Algonguin do show
physician shortages. The source for the data is not disclosed, Even with these claimed

* shortages, Mercy Sys.tem Corporation is going to close its two physician offices in Crystal Lake
and one in Cary. |

Fusthermore, while there may be a shortage of physicians in the area, the Board did not
discuss and apparently did not consider the evidence in the record of the shortages of registered
nurses, lzboratory technicians and mediqa'.l technologisté in the area, The public hMg record is
replete with testimony of medical personal on the shortage of such personnel. These personnel
t;rc needed to staff a hospital. Mercy Hospit'al oﬁ'ere_d no evidence where this staff would come
from other than stating they would recruit n;edical personnel who worked outside of the area.
Northing in the record indicates a surplus of such personnel in other areas of the state. No
evidence was presented on the number of resident medical personnel who worked outside of the
M.S.A. or beyond the 30 minute travel time. Testimony et the public hearing showed a concern
among McHenry County health care workers that Mercy would recruit staff from area facilities
thereby affecting the viability of those hospitals. .

Upon a review of the record, the Court finds that State Board mli(;d on factors not
intended by the lcgislature and that they failed to consider important aspects of the problem
concerning the shortage of medical support staff and the impact the proposed ho.spita] would.
have on the hospitals within the M.S.A. and within 30 minutes travel time. When the Board first
denied the Mercy Hospital’s application, it had information on the 45 new employee-physicians
who would bg at the physician offices adjacent to the hospital. Yet, at the April 21" meeting, the

new physic_ians appeared to be the primary Basis for the affirmative vote.




The Court finds that the actions of the State Board, in approving the application for

permit for the Mercy Hospital project, was arbitrary and capricious,

C. NECESSARY PARTIES
Plaintiffs contend that the decision should be reversed because the proper party was not
joined as a party to the application. Particularly, Plaintiffs claim that Section 1130.220(b) of the
{ilinois Administrative Code requires that Mercy Health Systetns Corporation b;a s; co-applicant,
. Section 1130.220-provides in pertinent part as follows:
“The following person(s) must be the applicant(s} for permit or exemption, as applicable:

(b)(3) any related person who is or will be financially responsible for guaranteeing or
making payments on any debt related to the project.”

It is undisputed that Mercy Health System falls within that classification and tha ﬂ;ey
were not partiw'to the application. The State Agency Report, however, reflects that is
considered that entity to be a co-applicant even though it wasn't. Documentation was submitted
verifying the bond rating of Mercy I:Iea]th System Corporation and other data was provided
regarding its corporate structure an-gh'.elated entities. |

The non inclusion of Mercy Health System as an applicant may have affected the
economic review criteria under 1120.310(a). The State Agency. found that Criterion 1120.310{a)
was “not applicable as the appiicant’s document proof of an “A “bond rating”. Mercy Health
System §hould have been a party to the application for permit. However, the failure to include
Mercy Health System Corporation as a co-ﬁpplicaut, standing alone, would not be a basis for a |

finding of the State Board’s decision being against the menifest weight of the evidence.
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D. THE VOTING PROCESS

The Plaintiffs claim that the voting process was improper by the Board not specifying the

aature of the motion voted on and Board members engaging in off the record discussions. Itis

apparent from the record that the Board on motion knew that it was voting to approve the permit.
While formality is lacking, the record reflects that in the other proceedings that day, which are

part of the record the Board used-the same methodology in voting.

While the off record corments by Board members may be irregular, they do not

constitute ex parte communications. The Court can not attribute any significance to the off

record comments in this feview.

Based on a review of the record and for the foregoing reasons, the Court hereby finds that

the Decision of the Illinois Health Plaﬁning Board to grant the issuance of the permit to Mercy

Hospital and Mercy Health Systems was against the manifest weight of the evidence and

arbitrary and capricious.

IT IS HEREBY ORDBRED that the‘Decision of the Ilinois Health Planning Board to

ﬁww,,d/ W% -

issue a permit in Project No. 03-049 is reversed.

DATED:, ﬂ:mb WD _f)/ ENTERED

MAUREEN P. McINTYRE
CIRCUIT JUDGE
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' ILLINQIS REGISTER 3312
HEALTH FACILITIES PLANNING BOARD ”
NOTICE OF ADOPTED AMENDMENTS
1) Heading of the Part: Processing, Classification Policies and Review Criteria

2) Code Citation: 77 Ill. Adm. Code 1110

3) Section Numbers: Adopted Action:
1110.10 ' Amended
1110.30 Repealed
1110.40 Amended
1110.50 Repealed
1110.55 Repealed
1110.60 Repealed
1110.65 Repealed
1110.110 Repealed
1110.120 ' Repealed
1110.130 Amended
1110.210 Amended
1110.220 Repealed
1110.230 Amended
1110.234 New
1110.310 Repealed
1110.320 Repealed
1110.410 Repealed
1110.420 Repealed
1110.510 Repealed
1110.520 ‘ Repealed
1110.530 Amended
1110.610 Repealed
1110.620 Repealed
1110.630 Amended
1110.710 Repealed
1110.720 Repealed
1110.730 Amended
1110.1410 Repealed
1110.1420 - Repealed
1110.1430 Amended
1110.1710 Repealed
1110.1720 Repealed
1110.1730 Amended
1110.2310 Repealed

' Attachment 10
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HEALTH FACILITIES PLANNING BOARD

NOTICE OF ADOPTED AMENDMENTS

documentation as to how sufficient staff shall be obtained to operate the

proposed project, in accordance with licensing requirements."

and replaced with:

"The applicant shall document that relevant clinical and professional staffing
needs for the proposed project were considered: and licensure and JCAHO
staffing requirements can be met. In addition, the applicant shall document that

necessary staffing is available, by providing: letters of interest from prospective

staff members: completed applications for employment: or a narrative explanation

of how the proposed staffing will be achieved.".

In Section 1110.530(f)(1),"75 beds" was changed to "100 beds'.', as the correction of a
typographical error and the subsection was reformatted.

In Section 1110.530(f)(1)(E), the following language was deleted:

"E) New Hospital: The minimum bed capacity for the establishment of a new

acute care hospital within an MSA, except for federally designated critical

access hospitals, is 75 beds."

In Sections 1110.530(f), 1110.630(D), 1110.730(f), 1110.1430(f), 1110.1730(f), and
1110.2930(f), the following was deleted, since length-of-stay data is no longer relevant
since reimbursement changed:

"2)  Length of Stay

A) An applicant proposing to add beds to an existing acute care bed
service (Med/Surg, OB, Pediatrics and ICU) shall document that

the average length of stay (ALOS) for the subject service is
consistent with the planning area's 3-year ALOS.

B) Documentation shall consist of the 3-year ALOS for all hospitals

within the planning area. as reported in the Annual Hospital

Questionnaire.

Q) An applicant whose existing services have an ALOS exceeding
125% of the ALOS for area providers shall document that the




" R Centeg ra HealthSystem Centegra Corporate Office

385 Millennium Drive
Crystal Lake, IL 60012
815-788-5837

. Aaron T. Shepley
General Counsel
Senior Vice President, Administrative Services

June 6, 2011

Ms. Courtney R. Avery

Administrator

Health Facilities and Services Review Board
525 West Jefferson Street

2nd Floor

Springfield, IL 62761

Re: Material Omissions, Inconsistencies and Misrepresentations in the Application
for Mercy Crystal Lake Hospital, Project No. 10-089

Dear Ms. Avery:

I am the Senior Vice President and General Counsel of Centegra Health System. 1 am
submitting this written comment in opposition to Project No. 10-089 (“the Mercy
application”) on behalf of Centegra Health System, Centegra Hospital-McHenry and
Centegra Hospital-Woodstock.

Even a cursory review of the application submitted in connection with Project

. No. 10-089 reveals a document so lacking in information and so riddled with errors,
inconsistencies and misstatements that the sincerity of the applicant could legitimately be
questioned. A more careful review of the application leads to the inescapable conclusion that
the application must be denied for at least three reasons: 1) The application omits material
information and thereby fails to satisfy the criteria of the Illinois Health Facilities Planning
Act and the rules of the Health Facilities and Services Review Board including, inter alia, the
applicable review criteria for cardiac catheterization, 2) The inconsistencies in the application
are so prolific that it is difficult to identify the scope of — and therefore impossible to
approve — the project that has been presented, and 3) Information that the applicant actually
has provided is false, inaccurate, or misleading.

L. The Planning Act and Review Board’s Rules Require a Complete Application
that Specifically Defines the Construction, Applicants, Location, and Project
Costs

The Illinois Health Facilities Planning Act (“Planning Act™) (20 ILCS 3960/1 et seq.)
places the burden to provide affirmative evidence on which the Review Board may make its
decision squarely on the shoulders of the project applicant. Section 6(a) of the Planning Act
states:

“[The] application skall contain such information as the State Board deems

necessary.... Such application shall include affirmative evidence on which the State

Board or Chairman may make its decision on the approval or denial of the permit or
. exemption.” (Emphasis added; 20 ILCS 3960/6(a).)




Ms. Courtney R. Avery
June 6, 2011
Page 2

A CON application must specifically define the proposed construction and
specifically identify the applicants, site and project costs. Section 5 of the Planning Act
states: “A permit shall be valid only for the defined construction ... site, amount and person
named in the application for such permit and shall not be transferable or assignable.”

(20 ILCS 3960/5.) The rules of the Health Facilities and Services Review Board (“Review
Board”) reiterate this statutory requirement. (See 77 11l. Admin. Code 1130.710(c).) The
Board’s rules also require a complete application in which “all review criteria applicable to
the individual project have been addressed.” (77 Ill. Admin. Code 1130.620(d)(1)(A).) The
requirement of a complete application that addresses all applicable criteria is emphatically
reiterated in the Review Board’s Instructions for permit applications. The Instructions
include the following mandatory directive:

“ALL APPLICABLE CRITERIA for each applicable section must be
addressed.” (Emphasis in original.)

When measured by these standards, the Mercy application was incomplete when filed
in December 2010. Since that time, Mercy has made three separate supplemental
submissions with additions, corrections, revisions and modifications to application. (See
Mercy submissions dated January 6, 2011, January 21, 2011 and May 13, 2011.) Even with
these additional submissions, the application remains riddled with inconsistencies and still
fails to address all applicable criteria. Mercy has had ample opportunity to correct its
application but has failed to do so. Project 10-089 should therefore be denied.

IL. The Mercy Application Does Not Provide Information Sufficient to Satisfy
Applicable Review Criteria

For reasons which escape explanation, the Mercy application fails in many respects to
provide even the most basic information relevant — and necessary — to their project.
Although not isolated, one of the most glaring of Mercy’s failures relates to their request for
approval of a cardiac catheterization service. In regards to that request, Mercy fails to
address any of the following applicable criteria:

1. Criterion 1110.1330(a), Peer Review

2. Criterion 1110.1330(b), Establishment or Expansion of Cardiac
Catheterization Service

3. Criterion 1110.1330(c), Unnecessary Duplication of Services
4, Criterion 1110.1330(e), Support Services

5. Criterion 1110.1330(f), Laboratory Location

6. Criterion 1110.1330(g), Staffing
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June 6, 2011
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7. Criterion 1110.1330(h), Continuity of Care

In addition to the foregoing, the application fails to provide proper attestations,
certifications, and complete responses to other review criteria as specified in the attached
Detailed Summary of Deficiencies dated June 6, 2011.

III. The Inconsistencies in the Mercy Application are so Prolific that it Is Difficult to
Determine the Scope of the Project and Impossible to Approve It

Under the Planning Act, a permit is only valid for the “defined construction or
modification, site, amount and person named in the application for such permit...”
(Emphasis added; 20 ILCS 3960/5.) The word “defined” means “clearly outlined,
characterized or delimited.” (Webster’s Third New International Dictionary. )

The Mercy application does not clearly outline, characterize or delimit the project’s
applicants, location, amount, size or costs. To the contrary, as demonstrated below, the
application is full of irreconcilable representations relating to fundamental aspects of the
project and the inconsistencies are so numerous that it is almost impossible to determine
exactly what they are requesting the Board to approve:

1. Conflicting 1dentities of Applicants:

. Two applicants are identified on pages 1 and 1b of the application:
Mercy Crystal Lake Hospital and Medical Center, Inc., and Mercy
Alliance, Inc.

. Three applicants are identified in CON Attachment 1, which requires
the applicants’ Certificates of Good Standing: Mercy Crystal Lake
Hospital and Medical Center, Inc., Mercy Alliance, Inc., and Mercy
Health System Corporation.

2. Conflicting Identity of Licensed Entity:

. One entity is identified as the licensee on page 2, which requires the
“exact legal name” of the licensee. It says “Mercy Crystal Lake
Hospital and Medical, Inc.” (which is not the exact name of any
identified applicant).

. Three different entities are identified as the licensee in CON
Attachment 3, which requires the licensee’s Certificate of Good
Standing: Mercy Crystal Lake Hospital and Medical Center, Inc.;
Mercy Alliance, Inc.; and Mercy Health System Corporation.

3. Conflicting Number of ICU Beds:
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. Four ICU beds are listed on pages 124 and 126 of the application.
. Eight ICU beds are shown on pages 4, 18, and elsewhere.
Conflicting Number of OB Beds:

. 20 OB beds are listed on page 4, 18, and elsewhere.

. 24 OB beds are listed on pages 124 and 127.

. 30 OB beds are shown on page 182.

Conflicting Categories of Service:

. Three categories of service (medical/surgical, ICU, OB) are identified
on page 18 and elsewhere.

. A fourth category of service (cardiac catheterization) is shown on
pages 71, 72b-j, and elsewhere.

Conflicting Number of Operating Rooms:

. Eight ORs and 2 procedure rooms are shown on pages 119, 174, and
178b.
. Ten ORs and 2 procedure rooms are shown on pages 124 and 138.

Conflicting Number of ER Stations/Rooms

. 11 stations are listed on page 119.
. 12 stations are shown on pages 174, 178b and elsewhere.
. 14 rooms + 2 observation rooms are shown on page 130.

Conflicting Number of Recovery (PACU) Stations
. 12 stations are shown on page 139. '
. 20 stations are shown on page 119.

Conflicting Locations:

. One location, the SE Comer of State Rte 31 & Three Oaks Road, is
described as 16.71 acres on page 4.
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10.

11.

12.

13.

14.

. A second location, 4313 Three Oaks Road, is described on pages 59
and 62, and is 3.5 acres based on the Illinois Real Estate Transfer
Declaration. (See Real Estate Transfer Declaration dated 12/21/2004
included as Attachment 1 hereto.)

. A third location, is described as “the North 1464.54 feet of the West
580.14 feet of the Southeast Quarter of Section 10 [etc.]” on page 4,
and is § acres based on the Illinois Real Estate Transfer Declaration.
(See Real Estate Transfer Declaration dated 12/12/2003 included as
Attachment 2 hereto.)

Conflicting Total Project Costs:

. $199,344,433 is shown as the Total Estimated Project Cost on the
Project Costs and Sources of Funds page (corrected Page 5 of the
application form), submitted May 13, 2011.

. $218,545,600 is shown as the Total Estimated Project Cost on CON
Attachment 9 submitted January 21, 2011.

Conflicting Construction Costs:

. $105,697,409 is shown on the Project Costs and Sources of Funds
page submitted May 13, 2011,

. $121,832,908 is shown on CON Attachments 7 and 9 submitted
January 21, 2011.

Conflicting Square Footage for Nursery:

. 3,635 gsfis shown as the total on pages 119 and 120.
. 6,047 gsf is shown on page 124.

Conflicting Square Footage for MRI:

. 4,250 dgsf is shown as the total on page 119.

. 3,405 dgsf is shown on pages 120 and elsewhere.

Conflicting Square Footage for Surgical Suite:

. 4,250 dgsf is shown as the total for Surgical Operating Suite (Class C)
plus Surgical Procedure suite (Class B) on page 119.
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. 19,550 dgsf is shown for the Surgical Suite on pages 79, 210, 124,
138, and 187.

In addition to the above, the Mercy application contains dozens of other
inconsistencies that are identified in the attached Detailed Summary of Deficiencies dated
June 6, 2011 included as Attachment 3 hereto.

IV. Information Actually Submitted that is not Inconsistent is Either False or
Misleading

Even if it were possible to ignore the omissions and inconsistencies that poison the
Mercy application, the information they do provide is in many cases false or, in its best light,
misleading.

A. Mercy’s false statements regarding joint venture discussions

Mercy has made false statements to the Review Board regarding discussions with
Centegra. In the Alternatives section on page 114 of its application, Mercy claims that it
“approached Centegra Health System about a joint venture to provide a hospital and multi-
specialty physicians clinic in Crystal Lake. Too [sic] date, Centegra Health System has not
responded to any of our requests.” This is not true.

Prior to the filing of Mercy’s latest application, the last time Mercy contacted
Centegra about Crystal Lake was over 3% years ago in 2007. Contrary to Mercy’s statement
that we never responded, our CEQ, Mr. Michael Eesley, agreed in writing to meet with
Mercy, and did in fact meet with them and to hear Mercy’s proposal. (See correspondence
from Javon Bea to Michael Eesley dated June 19, 2007, and correspondence from Mr. Eesley
to Mr. Bea dated July 12, 2007 and August 22, 2007 included as Attachment 4 hereto.)

While we were not persuaded then, and are not now, that a new hospital in Crystal
Lake was appropriate or could satisfy the Review Board’s criteria, Mr. Eesley offered to
continue discussions with Mercy on other possible joint efforts to improve access to health
care for area residents. Mercy was not interested. In a letter to Mr. Eesley dated August 30,
2007, Javon Bea stated he would *“have Dan Colby or Rich Gruber contact us to continue
discussions.” (Mr. Bea’s August 30, 2007 letter is included with Attachment 5.)
Notwithstanding this promise, neither Mr. Colby nor Mr. Gruber, or anyone else from Mercy,
contacted us. Mr. Bea’s August 30, 2007 letter was the last we heard from Mercy about a
joint venture until the filing of the Mercy CON application. Mercy’s statement on page 114
of its CON application about our discussions is, therefore, both false and misleading.

B. Inaccurate referral data in Mercy’s application

Mercy’s application includes referral letters from 42 physicians representing that they
had a total of 3,809 historical referrals to existing facilities in FY 2010 that they would
redirect to Mercy Crystal Lake Hospital. We checked this information and found that the
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data submitted by only 22 of the 42 physicians coincided with what has been reported to
COMPdata. All the other physicians overstated their referrals in comparison to COMPdata

reports.

The total of referrals in Mercy’s application is 22% higher than COMPdata. Included
as Attachment 6 hereto is a comparison of the referrals claimed in the physician referral
letters with the referrals shown by COMPdata for the same physicians during the same time
period.

C. Mercy’s predictions of traffic congestion are suspect

Mercy claims that a new hospital is needed in Crystal Lake because of “future
excessive travel times to the other facilities....” (CON Application at 92.) In support of this
claim, Mercy includes a traffic study performed by Gewalt Hamilton in December 2010.
Mercy also had a Gewalt Hamilton study in its first Mercy Crystal Lake CON application,
Project No. 03-049. (Copies of the Gewalt Hamilton studies performed in 2010 and 2003 are
included as Attachments 7 and 8, respectively, hereto.) A comparison of these two studies
show that the “excessive travel times” predicted back in 2003 never materialized, and the
current study makes no predictions about the future. The two studies show:

1. Contrary to Gewalt’s prediction in 2003 that travel times would have greatly
increased by now, the actual studies show that from 2003 to 2010 the travel
times remained fairly consistent and actually decreased in some instances.
The claimed “excessive traffic congestion” has not occurred. It is worth
noting that the 2003 study was completed in mid-June while the 2010 study
was performed on December 22nd during the holiday shopping rush.

2. Seven years passed since the 2003 study, and the travel times reported in the
2010 study are still under the projected 5 year peak travel time round trip from
the 2003 study.

3. Unlike its 2003 study, Gewalt’s 2010 study makes no prediction of future
travel times. Yet, Mercy has appended to Gewalt’s 2010 study the Future
Travel Times Exhibit from the 2003 study to make it appear that Gewalt now
continues to predict “excessive” future travel times. This Exhibit, on
page 109 of Mercy’s CON Application, is dated (in very small print) June 27,
2003 and appears in the application as if it were part of Gewalt’s 2010 study.
Whether by accident or design, the net effect of this submission is to mislead
this Board.

(See Comparisons of Traffic Studies included as Attachment 9 hereto.)
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We also note that the travel time study included in Mercy’s current CON application
fails to meet the State Board’s criteria (Section 1100.510(e)) in the following respects:

1.

The study fails to affirm that it was conducted by an engineering firm pre-
qualified by the Illinois Department of Transportation or conducted by a
properly certified engineer. While the study has a cover memorandum from a
professional engineer, he does not claim to have conducted the study.

The study has more than one-third of its round-trips during a rush hour period,
in violation of the Review Board’s criterion. Over 60% of the trips to and
from Centegra Hospital-Woodstock were conducted during rush hour periods.
Over 66% of the trips to and from Centegra Hospital-McHenry were
conducted during rush hour periods.

The study fails to provide average travel times for one-way trips.

The travel routes and calculations of normal travel times are not documented
and sealed by the responsible professional engineer as required by the Review
Board’s criterion.

Mercy’s travel time studies are no justification for a new hospital in Crystal Lake.

Conclusion

The nature and extent of the omissions, inconsistencies, and misrepresentations of
Mercy’s application belie an egregious indifference to the Review Board’s rules and the
review process. The application is unreviewable. It does not it does not address all
applicable review criteria, it does not clearly define the applicants, the site, the costs or the
construction, and its does not truthfully and accurately represent material facts. For these
reasons, the Review Board should deny Project No. 10-089, Mercy Crystal Lake Hospital
and Medical Center.

Respeafms%

AardsShepley
Sr. Vice President and General (Cou e]
Centegra Health System
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EXHIBIT A
LEGAL DESCRIPTION

The East 333 00 foet of the West 1421 14 feet of the North 462,00 feet of the Southeast Quarter
of Sectton 10 Township 43 Noerth, Range of East of the Third Prncipal Mendsan, lying West of
the monument West Line of Lots ] through 311 in Monticetlo Subdivision Umit #1, according to
the plat thereof recorded October 17, 1971 as Document #749588 in McHenry County, llinois

Property Address- 4313 Three Oaks Dnve, Crystal Lake, BHinois

Permanent Index Number ~ 19-10-400-004

04-73-6882
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" 65 E. Scott Street| Suite 94,

rhicago. IL 60610
312/266-0466 Fpx 312/2

a71s

June 6, 2011

Mr. Aaron T. Sheepley
Senior Vice President aridjGeneral Counsel
Centegra Health| System|
385 Millennium|Drive L

Crystal Lake, Illinois 6Q0H2

Dear Aaron:

Attached is an apalysis &f]the certificate of need (CON) application Project #10-089, submitted
to the Illinois th Fatilities and Services Review Board for the establishment of Mercy
Crystal Lake Hgspital afig Medical Center.

Diversified Health Rescufces, has been in business for more than 30 years, providing

. _consultation senvices to hpspitals and multi-hospital systems in the areas of planning, regulation
(including certificate ofined and hospital licensure) to hospitals in Illinois and other states. Both
Marshall S. Yablon, Chuilfman, and I have extensive experience in preparing as well as analyzing

. Ougrilationship with Centegra Health System and its predecessor
corporations began in 1p80, when we prepared the CON application for the replacement of
tal as tHef{Northern Illinois Medical Center.

It has been our [privileg | fo serve Centegra Health System through the years, using our
professional expertise i h the areas of health care management, health care planning, and the
regulatory progess to assist you in the fulfillment of your health system's mission.

Sincerely, -

Gl
- A-A’;ﬂ- /C_f _. —
Andrea R. Rozran f
President

Tf’ﬁcas in Chicago, Ilfinols and Scottsdale, |Arizona




DETAILED SUMMARY OF DEFICIENCIES
OF CERTIFICATE OF NEED APPLICATION TO ESTABLISH
MERCY CRYSTAL LAKE HOSPITAL AND MEDICAL CENTER, INC.

CON APPLICATION #10-089
JUNE 6, 2011

A Certificate of Need (CON) application was submitted to the Illinois Health and Services
Review Board (HFSRB) to establish a hospital named Mercy Crystal Lake and Medical Center
in Crystal Lake, Illinois.

Upon receipt by the HFSRB, the CON application was given the project number of 10-085.

Under the Rules of the HFSRB (77 Ill. Adm. Code 1130.The application was deemed to have
been received on December 30, 2010 (77 Ill. Adm. Code 1130.620.d.3), at which time it
underwent a "completeness review" in accordance with 77 Ill. Adm. Code 1130.620.d.

During the "completeness review," the HFSRB notified the co-applicants, Mercy Crystal Lake
Hospital and Medical Center and Mercy Alliance, Inc., of the need to submit additional
information. The requested information was submitted on January 7, 2010.

On January 10, 2011, the application was declared "complete” and eligible for review against the
applicable review criteria for the project, which are specified in 77 Ill. Adm. Code 1110.

During the review period, the applicants have filed 3 additional submissions with the HFSRB.

o On January 21, 2011, the co-applicants filed a 22-page submission that it identified as
"corrected pages of these minor technical errors,” submitted after they "noted some minor
calculation errors.” In the cover letter to this submission, Dan Colby, Vice President of
Mercy Health System, stated that these pages were being submitted "for inclusion in our
application." The HFSRB stamped this submission as received on January 24, 2011, and
titled it as "Replacement Application Pages" when posting it on their website
(www.hfsrb.illinois.gov/CompApps.htm).

. On March 1, 2011, the HFSRB received an additional copy of the same cover letter and
pages of the CON application that had been sent on January 21, 2011, and received by
that agency on January 24, 2011. The HFSRB posted the duplicate submission on its
website without indicating that it was a duplicate of materials received on January 24,
2011. The HFSRB identified this submission as having been received on March 1, 2011,
and titled it as "Corrected Application Pages" when posting it on their website.

As a result of this duplicate submission, any information referenced as having been part
of the March 1, 2011, submission by the co-applicants was actually part of their January
21,2011, submission, which was received by the HFSRB on January 24, 2011.




L On May 13, 2011, the co-applicants filed a 69-a-page submission in response to 2
separate requests for additional information made on May 3, 2011, and May 35, 2011, by
Michael Constantino, Project Review Supervisor of the HFSRB. This request was hand-
delivered and received by the HFSRB on the same day. The HFSRB identified this
submission as having been received on May 13, 2011, and titled it as "Requested
Information" when posting it on their website.

Thus, the co-applicants have filed a total of 4 supplemental submissions with the HFSRB with
corrections, clarifications, or elaborations of material included in their original CON application,
and these submissions constituted 3 different sets of information because 1 of the supplemental
submissions was a duplicate of a previous submission.

Despite all of the material that has been provided, this CON application continues to be
incomplete and fails to meet the CON Rules for the following reasons.

. The CON application lacks information required for this CON application, based
upon the project description and identification of services that are included.

] The co-applicants have failed to provide required information, ignored a number
of applicable Illinois CON Rules, and failed to meet the requirements specified in
a number of the CON Rules.

. The CON application includes conflicting data, and it is not possible to determine

which data are accurate.
. The CON application includes inaccurate statements and information.

. The CON application includes data that contradicts the co-applicants' assertions
that the project is reasonable.

J The CON application includes assertions and information that are not credible.

The balance of this Summary provides an analysis of the conclusions stated above. The dates
referenced in this analysis will be the dates shown on the submission cover letters.

L The CON application does not include all of the required information.

1. Page 8 of CON Application Form: Facility Bed Capacity and Utilization
This page is marked "N/A" and left blank. As a result, there is no identification of
proposed beds by Category of Service, and it is not possible to reconcile the conflicting
numbers reported for beds, which are discussed later in this analysis.

2. Page 9 of CON Application Form: Certification




Only 1 copy of the Certification is submitted for both Mercy Alliance, Inc., and Mercy
Crystal Lake Hospital and Medical Center, Inc. The HFSRB's Instructions state "The
application must be signed by the authorized representative(s) of each applicant entity."

Because there is only a single Certification page, there is only 1 set of signatures for the
2 co-applicants: Dan Colby and Richard H. Gruber. It cannot be determined whether
these 2 signators are officers of both co-applicant entities or of only one of them.

Page 45 of CON Application Form: Criterion 1110.3030 — Clinical Service Areas Other
than Categories of Service

This page is not included in the original CON application or subsequent submissions.

This application page is required to be completed by all "applicants proposing to
establish, expand and/or modernize Clinical Service Areas Other than Categories of
Service," which includes Newborn Nurseries and all ancillary clinical services (e.g.
Surgery, Recovery, Stage II Recovery, Emergency, Diagnostic Imaging,
Labor/Delivery/Recovery).

Although Attachment 37 was included in the supplementary materials submitted on
May 13, 2011, the data required on this application page were not included in those
materials.

Attachment 3: Operating Identity/Licensee:

Three Certificates of Good Standing are provided in this Attachment, none of which is
for the Operating Entity/Licensee identified on Page 2 of application form: "Mercy
Crystal Lake Hospital and Medical, Inc."

The 3 Certificates of Good Standing are for Mercy Crystal Lake Hospital and Medical
Center, Inc., Mercy Alliance, Inc., and Mercy Health System Corporation.

a. "Mercy Crystal Lake Hospital and Medical, Inc." is not a corporation registered
with the [llinois Secretary of State's office.

It is unknown whether the use of the name of "Mercy Crystal Lake Hospital and
Medical, Inc." is a typographical error and that the intended name is "Mercy
Crystal Lake Hospital and Medical Center, Inc."

b. Also, why are the 2 Certificates of Good Standing for different corporations
provided for this Attachment when neither is for the Operating Entity/Licensee?

That would be the case whether the Operating Entity/Licensee is stated correctly
in the CON application as Mercy Crystal Lake Hospital and Medical, Inc., or
whether it is identified incorrectly and should be shown as Mercy Crystal Lake
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Hospital and Medical Center, Inc.

Attachment 4: Organizational Relationships:

a. Incomplete data is provided for this Attachment because there is no response to
the request for a description "of the interest and amount and type of any type of
financial contribution" of any person or entity who is related to the co-applicants,
which are Mercy Crystal Lake Hospital and Medical Center, Inc., and Mercy
Alliance, Inc,

b. The Operating 1dentity/Licensee shown on Page 2 of the CON application is
Mercy Crystal Lake and Medical, Inc., which is not identified on the Organization

Chart found on Page 66.

c. The site is owned by Mercy Health System Corporation, Inc., which is a related
party to Mercy Alliance, Inc., but is neither a co-applicant for this project nor a
parent to the operator of the proposed hospital, which is identified in the CON
application as Mercy Crystal Lake Hospital and Medical, Inc.

This Attachment does not describe the relationship between Mercy Health System
Corporation, Inc., and Mercy Crystal Lake Hospital and Medical, Inc., regarding
this project, and the CON application does not include a ground lease for the site.

Attachment 5: Flood Plain Requirements:

Incomplete data is provided for this Attachment because this Attachment does not include
the required "statement attesting that the project complies with the requirements of
Illinois Executive Order #2005-5."

Attachment 6: Historic Resources Preservation Act Requirements:

The letter submitted from Ilinois Historic Preservation Agency is dated February 11,
2009, and it states that the "clearance remains in effect for two (2) years from date of
issuance."

Although the CON application was submitted less than 2 years from the date of issuance
of this letter, this project is being reviewed more than 2 years after the date on the letter,
which means that the clearance letter is no longer in effect.

Attachment 9: Cost Space Requirements

The costs shown in this Attachment are unresponsive to the instructions for completing
this Attachment.

Page 7 of the CON Application states: "The sum of the department costs MUST equal the
total estimated project cost.”
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Contrary to the instructions for this Attachment, the costs shown appear to be
construction costs only, since they agree with the construction costs shown in Cost and
Gross Square Feet by Department or Service (Pages 187-188).

Attachment 11: Background of Applicant

This Attachment does not include the required "certified listing of any adverse action
taken against any facility owned and/or operated by the applicant during the three years
prior to the filing of the application."

The application includes the required statement on hand-stamped Page 86, but this
statement is neither signed nor notarized, and, as such, it does not constitute a "certified

listing."
Attachment 25; Cardiac Catheterization

Submission of Attachment 25 (Review Criterion 1110.1330) is required for all projects
proposing to establish a Cardiac Catheterization Category of Service.

The CON application does not include Attachment 25, Cardiac Catheterization, although
there is an allocation of 6,729 DGSF and $2,846,367 for Cardiac Catheterization
Laboratories shown in Attachments 7 (hand-stamped Page 71), 9 ( Page 79), some pages
of Attachment 14 (Corrected Page 120,Pages 124 and 126), and Cost and Gross Square
Feet by Department or Service ( Page 187). In addition, the listing of "Moveable or
Other Equipment” submitted as Exhibit 1 on May 13, 2011, lists $3,875,496 for the
Cardiac Catheterization Laboratories. It should be noted that at least $973,000 of this
$3,875,496 is medical equipment for other departments (i.e., Echo/Ultrasound, Vascular
Lab, EKG, PFT, EEG/EMG/Holter/Tilt Table), but 2 Cardiac Catheterization Systems
totaling $2,400,000 are shown in this listing (May 13, 2011, Exhibit I, Attachment 7b,
Pages 72b-j).

Despite the identification of square footage and construction and equipment costs for the
establishment of a Cardiac Catheterization Category of Service with 2 Cath Laboratories,
the required documentation is missing for justification of the establishment of this
Category of Service, and there is no mention of Cardiac Catheterization on Page 119 of
Attachment 14 or in Attachment 15.

Therefore, this application does not include any justification for the establishment of a
Cardiac Catheterization Category of Service, and the application includes 6,729 DGSF of
shell space as well as more than $5,700,000 in project costs because a Cardiac
Catheterization Suite cannot be established in the identified space without justifying the
establishment of this Category of Service.

The application includes conflicting data, and it is not possible to determine which

data are accurate,




The CON application, together with all supplementary submissions, modifications, and
corrections through May 13, 2011, contains conflicting project costs.

The conflicting data is found on Page 5 of CON Application Form: Project Costs and
Sources of Funds, Page 7 of the Application Form (a page on which the co-applicants
completed the template form for Attachment 9), Attachment 7 (Page 71), Attachment 9
(Page 79), and Attachment 42 (Cost and Gross Square Feet by Department or Service,
Pages 187-188). These conflicts are not resolved by the co-applicant's May 13, 2011,
submission of supplementary information for both Project Costs and Sources of Funds
and Attachment 7.

a. Although the Total Estimated Project Costs on Page 5 of the CON Application
Form were modified twice ("corrected,” to use the co-applicants' language) with a
Total Estimated Project Cost of $199,344,433 shown on Page 5 of the application
form submitted to the HFSRB on January 21, 2011, and supplemented by
additional information submitted on May 13, 2011, the Total Estimated Project
Cost shown in the modification of Attachment 9 (Pages 79 and 80) is
$218,545,600.

b. Exhibit I of the co-applicants' May 13, 2011, submission includes an itemization
of project costs by line item, as required in the CON application instructions for
Project Costs and Sources of Funds (Application Page 5) which corrects an
omission from the application and prior supplementary submissions, but this
Exhibit (1) provides conflicting data with the original CON application and the
most recent corrected Attachment 7 that was submitted on January 21, 2011, and
(2) also contains other errors.

1) "Sitework" is not shown in the May 13, 2011, listing of Project Costs and
Sources of Funds, but is shown as $4,000,000 in the January 21, 2011,
corrected Page 71 (Attachment 7).

2) "Landscaping and Irrigation" is shown as $400,000 under Site Preparation
and also as $35,000 under Other Costs to be Capitalized (for a total of
$435,000) in the May 13, 2011, listing of Project Costs and Sources of
Funds, but is shown as a $300,000 allowance in the January 21, 2011,
corrected Page 71 (Attachment 7).

3) "Moveable and Other Equipment" is shown as $36,549,872 in the May 13,
2011, listing of Project Costs and Sources of Funds, along with a listing of
the items comprising this total, but "FFE" (Furniture, Furnishings, and
Equipment) is shown as $48,429,251 in the January 21, 2011, corrected
Page 72 (Attachment 7).

4) Allocations for Telecommunications Equipment are found in the listing of
"Moveable and Other Equipment” in the May 13, 2011, listing of Project
Costs and Sources of Funds, but an allocation of $6,053,656 for




Telecommunications is found in the January 21, 2011, corrected Page 72
(Attachment 7) in addition to the FFE amount identified in the paragraph
above.

5} There is also a discrepancy between costs that are typically identified as
"Soft Costs" in the May 13, 2011, listing of Project Costs and Sources of
Funds and the $6,053,656 allocated for "Project Soft Cost" in the January
21, 2011, corrected Page 72 {Attachment 7).

There are significant inconsistencies among the following materials submitted in
the original CON application and in submissions through January 21, 2011:
project costs listed by line item on Page 5 of the CON Application Form, project
costs presented in Attachment 7, and project costs presented in Attachment 9.

These inconsistencies were not resolved by the submission of additional
information on May 13, 2011, because that submission did not seck to remove or
replace any previously-submitted information, but rather to supplement it. Asa
result, the data provided in Exhibit 1 submitted on May 13, 2011, did not rescind
the information provided in Attachment 7 in the original CON application and in
"corrections," additional information, and modifications submitted through
January 21, 2011, submission

1. Construction costs for the proposed hospital ($85,489,473) and Physician
Clinic {$20,207,938) total $105,697,409 on corrected Page 71
(Attachment 7), but Construction Contracts are identified as $121,832,908
in Project Costs on Page 5 of the CON application form as of the May 13,
2011, submission.

2) Hospital construction costs for Clinical Service Areas (identified as
"Reviewable Areas") total $65,641,062 and construction costs for Non-
Clinical Service Areas (identified as "Non-Reviewable Areas” total
$19,848,410 on corrected Page 71 (Attachment 7) and construction costs
for the Physician Clinic are shown as an additional $20,207,936 without
any differentiation of Clinical versus Non-Clinical Service Areas while
construction costs on Page 5 of the CON Application Form (as of May 13,
2011) are shown as $93,567,673 for Clinical Service Areas and
$28,265,235 as being for Non-Clinical Service Areas.

3 Contingencies, named "Design and Estimating Contingency," are shown
as $11,075,719 on corrected Page 71 (Attachment 7), but the amount
identified for Contingencies is $10,298,998 in Project Costs on Page 5 of
the CON application (as of May 13, 2011).

4) Site Preparation is shown as consisting of $4,000,000 for Sitework and
$300,000 for Landscaping on corrected Page 71 (Attachment 7).




Site Preparation is listed for a total of $4,300,000 in Project Costs on

. Page 5 of the CON application (as of May 13, 2011), but the itemization
of this line item that was included in the May 13 submission lists $400,000
for Landscaping and Irrigation while an additional $35,000 for
Landscaping is listed under Other Costs to be Capitalized.

5) A/E Design Services total $8,048,891 in corrected Page 72 (Attachment
7), but they are identified as $9,137,468 in Project Costs on Page 5 of the
CON application form (as of May 13, 2011).

6) FF&E is shown as $48,429,251 in corrected Page 72 (Attachment 7),
which conflicts with the $36,549,872 identified for Movable or Other
Equipment in Project Costs on Page 5 of the CON application (as of May
13, 2011) and in the listing of Moveable and Other Equipment (FF&E)
that was submitted as Exhibit I on May 13, 2011.

| It should be noted, as discussed in 1.9 above, that the FF&E figure
includes at least $2,400,000 for 2 Cardiac Catheterization Laboratories for
which the required documentation is not presented in Attachment 25 of the
CON application.

7 Telecommunications is shown as $6,053,656 in corrected Page 72, but this
item and this amount are not identified anywhere in Project Costs on Page
. . 5 of the CON application (as of May 13, 2011), and there is an allowance
for Computers and Telecommunications Equipment included in each
department that is in the list of Moveable and Other Equipment submitted
as Exhibit I on May 13, 2011.

8) Project Soft Cost is shown as $6,053,656 in corrected
Page 72, but it is not possible to trace this amount to Project Costs on Page
5 of the CON application (as of May 13, 2011).

9) Escalation is shown as $9,685,583 in corrected Page 72, but it is not
possible to trace this amount to Project Costs on Page 5 of the CON
application (as of May 13, 2011).

10)  In addition, many of the totals shown in corrected Pages 71 and 72
(Attachment 7) reflect rounding errors.

2. The CON application presents conflicting numbers of proposed Intensive Care and
Obstetric beds.

a. Pages 4 and 18 of the CON application state that the proposed hospital will have
* 8 Intensive Care beds, a statement repeated elsewhere (Pages 119, 174, corrected
177, 178b, and 182) while Attachment 14 states on Pages 124 and 126 that the
proposed hospital will have 4 Intensive Care beds.




It should be noted that the proposed utilization of the Intensive Care Unit (1,752
patient days) would result in an average daily census of 4.8 or 120% of a 4-bed
Intensive Care Unit.

b. Pages 4 and 18 of the CON application state that the proposed hospital will have
20 Obstetric beds, a statement repeated elsewhere (Pages 119, 174, corrected 177,
and 178b) while Attachment 14 states on Pages 124 and 127 that the hospital will
have 24 Obstetric beds and states on Page 182 that the proposed hospital will have
30 Obstetric beds.

It should be noted that the proposed utilization of the Obstetric Nursing Unit
(5,480 patient days) would result in an average daily census of 15.0 or 63% of a
24-bed Obstetric Unit, which is below the State's minimum occupancy level for
an Obstetric Category of Service of this size.

Although the CON application states that the proposed hospital will have 100 Medical/
Surgical beds, the space program shows that 1 of these beds will be a Psychiatric Holding
bed (Page 125).

Projected inpatient days are shown both as 40,207 (Attachment 20, Page 178b) and
37,102 for "the first fiscal year at target utilization" (Attachment 42, Page 189).

The Emergency Department is listed as having 11 rooms/stations (Page 119), but also as
having 12 stations (Pages 174, 178b, and Pages 183b-f submitted as Exhibit 1II on May
13,2011) and 14 rooms (10 Exam/Treatment Rooms, Gyne Exam, 2 Trauma Rooms,
Cast Room) plus 2 Observation Rooms (Page 130).

There are inconsistencies in the listings for Diagnostic/Interventional Radiology.

a. 4 units of Fluoroscopy/Tomography/Other X-Ray Procedures are listed on
Page 119, while 6 Fluoroscopy/Tomography/Other X-Ray Procedure Rooms
(including Echo, Vascular, and Stress) are listed on Page 174, 1 Fluoroscopy
room is listed on Page 133, and a total of 8 General Radiology,
"Fluoroscopy/Tomography/Other X-ray procedures (includes Echo, Vascular, and
Stress)" are listed on Pages 183b-f submitted as Exhibit III on May 13, 2011.

The listing of Moveable or Other Equipment submitted as Attachment 7b in
Exhibit I on May 13, 2011 (Pages 72b-j), indicates that the following imaging
equipment will be acquired for Diagnostic Imaging.

2 General Radiography

1 Radiography/Fluoroscopy
2 Portable Radiography

2 Ultrasound

2CT

1 MRI & Injector




1 Nuclear Medicine

In addition, this listing includes the following imaging equipment under Cath
Labs, in addition to the Catheterization systems and Non-Invasive Diagnostic
Cardiology equipment.

2 Echo/Ultrasound

2 units of Mammography are listed on Pages 119, 133, 174, and on Pages 183b-f
submitted as Exhibit Il on May 13, 2011, but no Mammography equipment is
shown in the listing of Moveable or Other Equipment (Attachment 7b in Exhibit I
submitted on May 13, 2011, Pages 72b-j).

1 unit of Ultrasound is listed on Pages 119, 133, 174, and on Pages 183b-f
submitted as Exhibit 11] on May 13, 2011, but 2 ultrasound machines are shown in
the listing of Moveable or Other Equipment (Attachment 7b in Exhibit I
submitted on May 13, 2011, Pages 72b-j).

1 Angiography/Special Procedures Machine is listed on Pages 119 and 174, but
this imaging modality is not shown in the department's Space Program on Page
133, and the equipment is not shown in the listing of Moveable or Other
Equipment (Attachment 7b in Exhibit I submitted on May 13, 2011, Pages 72b-j)
unless it is identified as 1 of the 2 "Cath Labs."

1 CT Scanner is listed on Pages 119, 133, 174, and on Pages 183b-f submitted as
Exhibit I1I on May 13, 2011, but 2 CT Scanners are shown in the listing of
Moveable or Other Equipment (Attachment 7b in Exhibit I submitted on May 13,
2011, Pages 72b-j).

1 Bone Densitometry Room is shown in the department's Space Program on Page
133, but it is not listed on Pages 119 or 174 or on Pages 183b-f submitted as
Exhibit III on May 13, 2011, nor is scanning equipment shown in the listing of
Moveable or Other Equipment (Attachment 7b in Exhibit I submitted on May 13,
2011, Pages 72b-j).

5 Non-Invasive Diagnostic Cardiology Rooms (2 Cardiac/Echo Stress Rooms, 2
Echo Rooms, 1 Holter Room) are shown in the space program for Diagnostic/
Interventional Radiology on Page 133, but these rooms are not identified as part
of Radiology or identified elsewhere on Pages 119 or 174. The listing of
Moveable or Other Equipiment shown in the listing of Moveable or Other
Equipment (Attachment 7b in Exhibit I submitted on May 13, 2011, Pages 72b-j)
identifies 2 Echo/Ultrasound pieces of equipment and 1 Holter/Tilt piece of
equipment, but no treadmills are shown for stress testing.
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In addition, there is no listing for Non-Invasive Diagnostic Cardiology in
Attachment 9 (Page 79) or in Cost and Gross Square Feet by Department or
Service (Attachment 42, Page 187).

Surgery is listed as having a total of 10 rooms (8 operating rooms plus 2 procedure
rooms) on Pages 119, 124 and 174, but the space program for the Surgical Suite shows 10
operating rooms plus 2 procedure rooms on Page 138,

The listing of Moveable or Other Equipment in Attachment 7b in Exhibit I submitted on
May 13, 2011 ( Pages 72b-j) identifies 8 surgical tables, lights, anesthesia machines, and
other surgical equipment and furniture plus 2 endoscopy carts, tables, storage and
equipment.

Recovery (PACU) is listed as having 20 stations on Page 119, but the space program on
Page 139 shows a total of 12 PACU stations.

The listing of Moveable or Other Equipment in Attachment 7b in Exhibit I submitted on
May 13, 2011 (Pages 72b-j) identifies 14 recovery carts and patient monitoring machines
in Recovery.

As mentioned previously, there is an allocation of 6,729 DGSF for Cardiac
Catheterization Laboratories in Attachments 7 and 9, while there is no mention of
Cardiac Catheterization in Attachment 14, Page 119, or in Attachment 15, and the CON
application does not include Attachment 25 (Review Criterion 1110.1330), which is
required for all projects proposing to establish a Cardiac Catheterization Category of
Service.

Inconsistent departmental gross square footage (DGSF) is provided in the various listings
of DGSF that are included in the CON application.

The applicant inserted duplicate DGSF information on the template for Attachment 9
(Cost Space Requirements) that is found on Page 7 of the CON Application Form. The
Total Proposed Gross Square Footage of 353,760 shown on Page 7 of the CON
Application Form (the second "corrected” version of this page, submitted on January 21,
2011) has an incorrect total of the line items shown, which actually total 264,934 QGross
Square Feet.

In addition to the square footage listings found on Page 7 of the CON Application Form,
in Attachment 7 (Page 71), in Attachment 9 (Page 79), there are multiple listings of
DGSF provided in Attachment 14 {on Pages 119, 120, 124, and on the Space Programs
found on Pages 125-173) as well as the listing for Cost and Gross Square Footage by
Department or Service that is found on Pages 187-188.

A comparison of the DGSF shown by Service Area for Clinical Service Areas and Non-
Clinical Service Areas is found in Appendix A to this analysis.
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A summary of the differences in these listings appears below.

a.

Although the DGSF by Service Area for Clinical Service Areas in the January 21,
2011 submission for Attachment 7 (Page 71), Attachment 9 (Page 79). Page 120
of Attachment 14, and in Cost and Gross Square Feet by Department or Service
(Page 187) are identical, the sum of the listings found on Page 119 of Attachment
14 disagrees with those figures, and the total shown in Page 7 of the application
form.

As a result of these differences and omissions, the total DGSF for Clinical Service
Areas in the proposed hospital is nearly 50,000 DGSF less on Page 119 of
Attachment 14 than it is on Attachment 9, Pages 120 and 124 of Attachment 14,
and the chart for Cost and Gross Square Feet by Department and Service (Pages
187).

1) Newborn Nurseries are shown with 2 distinctly different square footages
in this CON application. The department is shown as 3,635 DGSF in
Attachment 9 (corrected Page 79 submitted on January 21, 2011), on
corrected Pages 119 and 120 of Attachment 14 (both submitted on January
21,2011), and in Cost and in Gross Square Feet by Department or Service
(corrected Page 187 submitted on January 21, 2011), while it is shown as
6,047 DGSF on Pages 124 and 128 of Attachment 14,

2) There is no Laboratory shown on corrected Page 119 of Attachment 14,
submitted on January 21, 2011, although the other listings (i.e.,
Attachment 9 [corrected Page 79 submitted on January 21, 2011],
corrected Page 120 of Attachment 14 submitted on January 21, 2011,
Pages 124 and 132 of Attachment 14, and Cost and Gross Square Feet,
corrected Page 187 submitted on January 21, 2011) all show a Laboratory
with 4,878 DGSF.

3) Imaging is shown as 10,782 DGSF on corrected Page 119 of Attachment
14, submitted on January 21, 2011, but as 9,752 DGSF in the other listings
(i.e., Attachment 9 [corrected Page 79 submitted on January 21, 2011],
corrected Page 120 of Attachment 14 submitted on January 21, 2011,
Pages 124, 133-134 of Attachment 14, and Cost and Gross Square Feet
[corrected Page 187 submitted on January 21, 2011]).

4 MRI is shown as 1,775 DGSF on corrected Page 119 of Attachment 14,
submitted on January 21, 2011, but as 3,405 DGSF in the other listings
(i.e., Attachment 9 [corrected Page 79 submitted on January 21, 2011],
corrected Page 120 of Attachment 14 submitted on January 21, 2011,
Pages 124 and 135 of Attachment 14], and Cost and Gross Square Feet
[corrected Page 187 submitted on January 21, 2011].

5) Cath Labs are shown as 6,729 DGSF in Attachment 9 (corrected Page 79




6)

7)

8)

9

submitted on January 21, 2011), corrected Page 120 of Attachment 14
‘submitted on January 21, 2011, Pages 124, and 136 of Attachment 14, and
Cost and Gross Square Feet by Department or Service (corrected Page 187
submitted on January 21, 2011), but there is no listing of Cath Labs on
corrected Page 119 of Attachment 14, submitted on January 21, 2011.

The listing of space for Cath Labs is surprising since the CON application
does not include the required Attachment 25 for the Cardiac
Catheterization Category of Service.

Therefore, since this CON application does not provide the required
justification for the establishment of a Cardiac Catheterization Category of
Service, the 6,729 DGSF allocated for Cath Labs should be considered to
be unprogrammed shell space, and the $2,846,367 (3423 per square foot)
allocated to Cath Labs in Attachment 9 appears to be far too expensive for
shell space.

Central Processing is shown as 4,250 DGSF in Attachment 9 (corrected
Page 79 submitted on January 21, 2011), corrected Page 120 of
Attachment 14 submitted on January 21, 2011, Pages 124, and 137 of
Attachment 14,, and Cost and Gross Square Feet by Department or
Service (corrected Page 187 submitted on January 21, 2011), but there is
no listing of Central Processing on corrected Page 119 of Attachment 14,
submitted on January 21, 2011.

The Surgical Suite is shown as 19,550 DGSF in Attachment 9 (corrected
Page 79 submitted on January 21, 2011), corrected Page 120 of
Attachment 14 submitted on January 21, 2011, Pages 124, and 138 of
Attachment 14, and Cost and Gross Square Feet by Department or Service
(corrected Page 187 submitted on January 21, 2011), but it is shown as
totaling 4,250 DGSF for Class C and Class B operating rooms on
corrected Page 119 of Attachment 1, submitted on January 21, 2011

Dietary is shown as 8,724 DGSF in Attachment 9 (corrected Page 79
submitted on January 21, 2011), corrected Page 120 of Attachment 14
submitted on January 21, 2011, Pages 124 and 141 of Attachment 14), and
Cost and Gross Square Feet by Department or Service (corrected Page 187
submitted on January 21, 2011), but there is no listing of Dietary on
corrected Page 119 of Attachment 14,) submitted on January 21, 2011.

Pharmacy is shown as 1,698 DGSF in Attachment 9 (corrected Page 79
submitted on January 21, 2011), corrected Page 120 of Attachment 14
submitted on January 21, 2011, Pages 124 and 142 of Attachment 14

, and Cost and Gross Square Feet by Department or Service
(corrected Page 187 submitted on January 21, 2011), but there is no listing




. of Pharmacy on corrected Page 119 of Attachment 14, submitted on
. January 21, 2011.

10)  Respiratory Therapy is shown as 1,290 DGSF in Attachment 9 (corrected
Page 79 submitted on January 21, 2011), corrected Page 120 of
Attachment 14 submitted on January 21, 2011, Pages 124, and 143 of
Attachment 14, and Cost and Gross Square Feet by Department or Service
(corrected Page 187 submitted on January 21, 2011), but there is no listing
of Respiratory Therapy on corrected Page 119 of Attachment 14,
submitted on January 21, 2011.

11)  Cardiac Rehabilitation is shown as 1,203 DGSF in Attachment 9
(corrected Page 79 submitted on January 21, 2011), corrected Page 120 of
Attachment 14 submitted on January 21, 2011, Pages 124 and 144 of
Attachment 14, and Cost and Gross Square Feet by Department or Service
(corrected Page 187 submitted on January 21, 2011), but there is no listing
of Cardiac Rehabilitation on corrected Page 119 of Attachment 14,
submitted on January 21, 2011.

12)  Physical Therapy is shown as 2,355 DGSF in Attachment 9 (corrected
Page 79 submitted on January 21, 2011), corrected Page 120 of
Attachment 14 submitted on January 21, 2011, Pages 124 and 145 of
Attachment 14, and Cost and Gross Square Feet by Department or Service
. (corrected Page 187 submitted on January 21, 2011), but there is no listing
of Physical Therapy on corrected Page 119 of Attachment 14, submitted
on January 21, 2011.

12)  Occupational Therapy is shown as 450 DGSF in Attachment 9 (corrected
Page 79 submitted on January 21, 2011), corrected Page 120 of
Attachment 14 submitted on January 21, 2011, Pages 124 and 146 of
Attachment 14, and Cost and Gross Square Feet by Department or Service
(corrected Page 187 submitted on January 21, 2011), but there is no listing
of Occupational Therapy on corrected Page 119 of Attachment 14.

b. Although the listings of DGSF by service area in Attachment 9 and on Page 7 of
- the CON Application Form show the same total square footage for the Hospital
and Physician Clinic and the same square footage for Clinical and Non-Clinical
Service Areas, these listings include the following inconsistencies.

1) Page 7 of the CON application aggregates the Obstetric Nursing Unit,
Newborn Nursery, and all ancillary services except for Imaging and MRI,
listing 101,203 as "All Other Clinical," while these ancillary services are
properly separated in Attachment 9.

2) Page 7 of the CON application shows 6,079 DGSF of Administration,
. while Attachment 9 shows 6,829 for Administration.




3) Page 7 of the CON application shows 750 DGSF for the Gift Shop, while
Attachment 9 does not identify a Gift Shop.

4) Page 7 of the CON application aggregates all Non-Clinical Service Areas
except for Administration and Gift Shop, while Attachment 9 lists all Non-
Clinical Service Areas separately except for the Gift Shop (the Gift Shop
may be included in Administration, based on the square footage shown).

5) Page 7 of the CON application shows only the total square footage of the

Physician Clinic and does not identify any of the space or square footage
by function.

The CON application includes inaccurate statements and information.

Page 1b of the CON Application Form incorrectly states that Dan Colby is the Registered
Agent for Mercy Alliance, Inc., a co-applicant for this project.

According to the Illinois Secretary of State's records, Herbert Franks has been the
Registered Agent for Mercy Alliance, Inc., since July 29, 2003.

Attachment 7 (Pages 71-72): A number of the totals are incorrect because they contain
rounding errors.

Attachment 12: Purpose of the Project

In response to the requirement that the co-applicants "identify the existing problems or
issues that need to be addressed, as applicable and appropriate for the project,” this CON
application identified 8 "problems or issues" on Page 88.

The following issues identified in this application do not have a basis in fact.

a. The co-applicants state that McHenry County has "A shortage of primary and
specialty trained physicians that results in a limitation of access to services.

1) In fact, neither the State of Illinois nor the Federal Government (U.S.
Department of Health and Human Services Health Resources and Services
Administration, HHS/HRSA) have identified the primary service area
identified for this project (Crystal Lake, Algonquin, Lake in the Hills and
Cary, as stated on Page 88) as having either a Medically-Underserved
Population or constituting a Medically Underserved Area. Although there
are both a Medically-Underserved Population and a Medically
Underserved Area in northwestern McHenry County and in northern Kane
County, none are located in census tracts in the towns identified as the
primary service area for this project.




It is important to note that one of the co-applicants, Mercy Alliance, Inc.,
owns Mercy Harvard Memorial Hospital, a Critical Access Hospital
located in the northwestern portion of McHenry County.

Mercy Harvard Memorial Hospital had an average daily census of 4.9
patients in its 20 acute care beds (17 Medical/Surgical beds, 3 Intensive
Care beds) in CY2009. Although located just north of an area with a
designated Medically Underserved Area/Population, Mercy Harvard
Memorial Hospital's 2009 inpatient payor mix was only 37.4% Medicare,
5.5% Medicaid, and 0.9% Other Public patients. It served 26 Charity Care
inpatients.

2) The co-applicants further state "that the shortage of specialty physicians is
one of the primary reasons that residents of McHenry County are leaving
the county in order to seek medical care." {Page 89)

The reason for the significant out-migration from McHenry County for
medical care has not been recognized by the federal government as due to
a physician shortage, either of primary care or specialty physicians, since
the federal government (HHS/HRSA) has not identified any areas within
McHenry County as Health Professional Shortage Areas (HPSAs),
although they have identified areas within Kane County as HPSAs.

The co-applicants state that "The applicant believes that its model of employed
physician partners will not only address the McHenry County access problem, but
also provide sufficient utilization of the proposed hospital. Specifically, the
Mercy Crystal Lake Hospital and Medical Center will be part of a fully integrated
health care delivery system. This system is based on the Mayo Clinic model,
where hospital and physician offices are part of the same entity under one roof.
An integrated system functions differently than other health care models. The
fully integrated model improves patient care, as patients have all the benefits of a
multi-specialty clinic, as well as access to diagnostic services, emergency
services, surgery suites and other hospital-based services..." (Attachment 12,
Page 89)

1) This assertion does not appear to have any merit since the hospital that
Mercy Alliance currently owns in McHenry County is significantly
underutilized, as noted above. If this argument were valid, Mercy Harvard
Community Hospital would have higher utilization and would not have
had to discontinue Medical/Surgical beds in 2009.

2) The co-applicants appear to contradict their own assertions by stating that
the proposed hospital will have an open medical staff.

"Moreover, Mercy Crystal Lake will operate an open-staff medical staff




model so it is not necessary for a doctor, a dentist, or a podiatrist to be
. employed at the hospital or clinic in order to obtain privileges at Mercy
Crystal Lake Hospital." (Attachment 12, Page 89)

Furthermore, despite the co-applicants' statement that there is a need for
additional physicians in the County, no evidence is presented that Mercy
will hire additional physicians. The application states merely that Mercy
"will develop and implement a physician recruitment plan designed to
reduce the identified physician shortage by 85% within three years of the
opening of the Mercy Crystal Lake Hospital." (Page 94)

C. The application incorrectly states that McHenry County has a "Lack of available
emergency services due to bypass conditions at the two existing facilities."

The co-applicants cite outdated reports since the situation described on Page 90
was corrected through a combination of the following, as a result of which
Centegra Hospital — McHenry and Centegra Hospital — Woodstock have not gone
on by-pass since October, 2009.

First, Centegra Hospital - McHenry has added a total of 35 Medical/Surgical beds
since 2007, which reduced the backlog experienced in the hospital's Emergency
Department due to a lack of availability of Medical/Surgical beds for emergency
admissions.

Second, both Centegra Hospital - McHenry and Centegra Hospital — Woodstock
implemented improvements in their Emergency Departments which have resulted
in increased patient through-put, while continuing to achieve high scores in
patient satisfaction studies.

Third, Centegra Health System opened Immediate Care Centers in Huntley and in
Crystal Lake as well as 7 Primary Care facilities in its market areas. The
operation of these facilities has provided more convenient access to non-emergent
care and has relieved pressure on the hospitals' Emergency Departments.

4, Attachment 13: Alternatives

a. The CON application includes 4 alternatives, 2 of which appear to be identical,
and 1 of which is infeasible because it violates the CON Rules.

1) The alternatives of "Do nothing" and "Utilization of Existing Healthcare
Services" appear to be identical. Because there is no difference between
these alternatives, they appear to constitute a single alternative.

2) The alternative of "Proposing a project of lesser scope and cost” proposes
to construct a 70-bed hospital. This alternative was the subject of the co-

. applicants’' 2003 CON application.




The establishment of a 70 bed hospital violates the CON Rule that the
“minimum bed capacity for a medical-surgical category of service within
a Metropolitan Statistical Area (MSA) is 100 beds." (77 Ill. Adm. Code
1110.530.£.1.) :

The establishment of a 70 bed hospital that would have an Obstetric
Category of Service would also violate the CON Rule that the minimum
unit size for a new obstetric unit within an MSA is 20 beds" (Ill. Adm.
Code 1110.530.£2.) if the proposed number of Obstetric beds would be
less than 20.

The fourth alternative is identified as "Pursuing a Joint Venture with another
Healthcare Facility," stating the following.

"Mercy Health System formally and informally approached
Centegra Health System about a joint venture to provide a hospital
and multi-specialty physicians clinic in Crystal Lake. Too [sic]
date, Centegra Health System has not responded to any of our
requests.”

The CON application states that such an alternative would have no cost to the
applicant.

Centegra Health System believes it is important to set the record straight
concerning these assertions.

After after the Illinois Circuit Court ruled in 2005 that the Illinois Health
Facilities Planning Board's approval of Project 03-049, the 2003 CON application
to establish Mercy Crystal Lake Hospital and Medical Center, was null and void.,
there was correspondence and even a meeting between Mercy and Centegra in
2007,

There was no communication between Centegra and Mercy since August, 2007,
until

Mr. Eesley received a letter from Mercy after this CON application was filed with
the HFSRB.

Consequently, it is disingenuous for the co-applicants to state that "Centegra
Health System has not responded to any of our requests”" when they did not
respond to Mr. Eesley's correspondence for 3 years and did not seek Centegra
Health System's opinion about a joint venture for their CON application that is
Project 10-089.

Furthermore, it is inaccurate and misleading to state that, if a joint venture with
Centegra Health System were to have taken place for this project, it would have
no cost to Mercy.




Attachment 37; Clinical Service Areas Other than Categories of Service

Attachment 37 was not submitted as part of the original CON application, but was
submitted on May 13, 2011 in response to a request from the HFSRB staff.

Attachment 37 repeats many of the arguments found in Attachments 12 and 20 that are
refuted in this document (Item I11.3, Appendix 1, V.8-9). The analyses found in those
sections will not be repeated here, but apply to the content of Attachment 37.

Although this Attachment has now been submitted, the associated Page 45 of the CON
Application Form was not submitted. As a result, the co-applicants have not identified
the number of key rooms proposed for all Clinical Service Areas Other than Categories of
Service in the specified format. The chart for Utilization that is found in the May 13
submission closely resembles the chart found in Attachment 15 (Page 174) of the CON
application, and these charts include information that conflicts with other information in
the CON application, as noted in Item I1.4-8 of this analysis.

Appendix 1: Physician Referrals (Supplement submitted as Exhibit IV on May 13, 2011,
identified as Attachment 20)

Appendix 1 to the Mercy Crystal Lake Hospital CON application consists of 42 physician
referral letters in which these physicians promise to refer a total of 3,809 patients
annually to Mercy Crystal Lake Hospital and Medical Center, based on their having
referred the same number of patients to the following hospitals from July I, 2009,
through June 30, 2010: Centegra Hospital - McHenry; Centegra Hospital — Woodstock;
Advocate Good Shepherd Hospital; and Advocate Condell Medical Center.

These referral letters and the materials submitted by the applicants contain a number of
defects that cast doubt on their reasonableness while still demonstrating that the
establishment of Mercy Crystal Lake Hospital and Medical Center will have a disastrous
impact on Centegra Hospital —- McHenry and Centegra Hospital — Woodstock.

a. A summary of these referral letters was submitted as Exhibit IV in the May 13,
2011, submission. However, this summary exaggerated the projected referrals by
2 of the physicians, one by 35 cases and the second by 83 cases.

Appendix C summarizes the information included in the actual referral letters,
identifying each physician's reported number of discharges from these hospitals
during the identified period, and indicating the number of referrals that each
physician stated that he/she would make to Mercy Crystal Lake Hospital and
Medical Center if it were approved and constructed.

b. Twenty-three (23) of these referral letters are either completely invalid or contain

inaccurate information that could not be verified using COMPdata, a reliable
reference source for health care data reported by Illinois hospitals.
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1) Six physicians submitted referral letters that were invalid because they
were neither signed nor notarized.

The unsigned and unnotarized referral letters for these 6 physicians that
are included in the CON application state that they treated a total of 418
patients at the 4 named hospitals other than Mercy Harvard Community
Hospital from July 1, 2009, through June 30, 2010, and that they would
refer all of these patients to Mercy Crystal Lake Hospital and Medical
Center. A summary of these referral letters is found in Appendices C and
D.

Although these referral letters are invalid because they are unsigned and
unnotarized, it should be noted that 3 of these physicians exaggerated the
number of patients treated at area hospitals during this time period. As
will be seen in the chart in Appendix C, these physicians stated that they
had a total of 70 more discharges at area hospitals from July 1, 2009,
through June 30, 2010, than COMPdata records indicate.

2) An additional 17 physicians submitted referral letters that exaggerated the
number of patients treated at area hospitals from July 1, 2009, through
June 30, 2010, based upon COMPdata records.

The referral letters for these 17 physicians that are included in the CON
application state that they treated a total of 1,887 patients at the 4 named
hospitals plus Mercy Harvard Community Hospital from July 1, 2009,
through June 30, 2010, and that they would refer 1,728 of these patients to
Mercy Crystal Lake Hospital and Medical Center.

However, based upon COMPdata records, these 17 physicians admitted
only 1,239 patients to the 4 named hospitals during this time period. Thus,
these 17 physicians' referral letters exaggerate the number of potential
referrals to Mercy Crystal Lake Hospital and Medical Center by 489 based
upon their own historic referrals.

The physicians whose referral letters were exaggerated in the summary
document referenced in Item 111.6.a. above were among those who
exaggerated their actual discharges. As a result, the number of patients
reported for these physicians' referrals exceeded the number of patients
they actually treated at area hospitals from July 1, 2009, through June 30,
2010, based upon COMPdata records.

Appendix C and D summarize the information included in the referral letters found in
Appendix 1 of the CON application, indicate how many patients each physician stated
that he/she referred to each of the area hospitals, identify those referral letters that are

invalid because they are not signed or notarized, and provide caseloads reported by




COMPdata for this period so that exaggerated referrals can be identified.

IV. The application includes data that contradicts the co-applicants' assertions that the
project is reasonable.

1. Some of the Project Costs shown on Page 5 of the CON Application Form as modified
and reflected in the supplementary information submitted on May 13, 2011, exceed the
CON Financial and Economic Review Standards (77 I1l. Adm. Code 1120.
APPENDIX A).

a. Contingencies are 8.45% of construction costs, which exceeds the State Standard
of 7% for a project with architectural drawings in the "Preliminary" stage, as
stated on Page 6 of the CON Application Form.

b. Architectural Fees are 5.42% of Construction and Contingency Costs, which
exceeds the State Standard of 3.59%-5.39% for hospitals with new construction
projects exceeding $100,000,000 for Construction and Contingencies.

2. The proposed hospital's operating costs per patient day are shown as § 3,500, which is
extremely high.

. V. Some of the information provided in the CON application is not credible.

1. Page 5 of CON Application Form: Project Costs

Some of the project costs appear to be unreasonable and cannot be analyzed without
itemization of each line item cost, as required.

a. Consulting and Other Fees are shown as $0.

b. Net Interest Expense during Construction is shown as $970,000 for revenue bonds
totaling $170,000,000.

c. Other Costs to be Capitalized are shown as $4,910,187. A number of the costs
included in this line item appear to belong in other line items.

2. Page 6 of CON Application Form: Project Completion Date

The Project Completion Date of November 30, 2013, is unrealistic and unlikely to be
achieved. In fact, on Page 174, the CON application states that the hospital will open in
2014,

a. The project does not have zoning approval from Crystal Lake, which is required
. before construction can begin.




It would take a minimum of 3 to 6 months for the co-applicants to secure zoning
approval, and zoning approval has not been requested at this time.

b. IDPH Design Standards Unit will need to approve the project before construction
can commence.

c. A minimum of 24 to 30 months will be required to construct the hospital and
medical office building.

d. After construction is completed, time is required before the hospital can become
operational due to need for inspection(s) and approval of IDPH's Design
Standards Unit.

e. After the hospital becomes operational, time is required for completion of project

pay-outs so the CON costs can be audited before the co-applicants submit the
required Written Notice of Project Completion and Report of Final Realized
Project Costs in accordance with 77 Ill. Adm. Code 1130.770.

This application fails to justify the establishment of the proposed 100 Medical/Surgical
beds. There is a current bed need for 83 Medical/Surgical beds, and the project proposes
to establish 100 Medical/Surgical beds, as required in the CON Rules for the minimum
size of a Medical/Surgical Service (77 Ill. Adm. Code 1110.530.£.1.).

Although the CON application states several times that "McHenry County's population
continues to grow at an [sic] significant rate," the application fails to provide the
information required to document compliance with the review criterion for "Project
Service Demand Based on Rapid Population Growth" (77 Ill. Adm. Code
1110.530.b.3.C.).

Instead, the application repeatedly states that there is a "need for physicians in McHenry
County... [and] If this need is addressed, the need for the facility will exist as the
physicians will reduce the out-migration of services from McHenry County" (Page 177).
However, the Illinois Circuit Court has already declared null and void a previous
application submitted by these applicants in 2003 for a similar project in part because the
CON Rules did not consider this to be a justification for the establishment of a hospital.

The project includes 20 Obstetric beds and projects 1,003 births per year (Attachment 20,
Page 178b), but it includes only 2 Labor-Delivery-Recovery (LDR) rooms plus |
Delivery Room/LDR. The Obstetric patient rooms are shown as Post-Partum Rooms
(Attachment 14, Page 127), not as Labor-Delivery-Recovery-Post-Partum Rooms.

a. The proposal does not appear to provide adequate facilities for labor and delivery,

since 2 LDRs plus 1 Delivery Room will be inadequate for 1,000 annual
deliveries.
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b. The proposed hospital would have an unrealistically long average length of stay
of 5.5 days in 20 Obstetric beds with 1,003 births, since that is the average length
of stay that would occur if the 20 Obstetric beds were to operate at 75%
occupancy as stated in Attachments 15 ( Page 174) and 20 ( Page 178).

Attachment 14 identifies Newborn Nurseries in 2 separate locations.

One is shown at 600 Net Square Feet (NSF) and 20 bassinets on the Obstetrics nursing
unit (Attachment 14, Page 127), and the other is shown at 1,440 NSF with 24 bassinets in
the Newborn Nursery (Attachment 14, Page 128).

As noted above, 2 distinctly different figures are shown for Newbom Nurseries in this
CON application. The department is shown as 3,635 DGSF in Attachment 9, on Pages
119 and 120 of Attachment 14, and in Cost and in Gross Square Feet by Department or
Service, while it is shown as 6,047 DGSF on Page 124 of Attachment 4.

The proposed hospital will have 100 Medical/Surgical beds, of which I is shown as a
Psychiatric Holding bed. There are separate Illinois hospital licensing requirements for
psychiatric patients, and the Illinois CON program has identified Acute Mental Illness as
a separate Category of Service.

Capital costs per equivalent patient day are shown as $54, which would be impossible to
achieve in a facility that has $170,000,000 in debt and either 37,102 or 40,207 inpatient
days (40,207 inpatient days are projected in Attachment 20 on Page 178b, and 37,102
inpatient days for "the first fiscal year at target utilization" are projected in Attachment 42
on Page 189).

The co-applicants state that McHenry County has "A shortage of primary and specialty
trained physicians that results in a limitation of access to services" (Attachment 12, Page

89).

a. This statement is a distortion of the source data cited from Thomson Reuters
Healthcare Market Planner Plus Market Expert physician ratios and results in the
misleading conclusion that the establishment of Mercy Crystal Lake Hospital
would result in additional physicians practicing in areas of medical underservice
in McHenry County.

1) Although the 2010 Thomson Reuters data show that McHenry County
needs both primary care and specialty physicians, an analysis of the
Thomson Reuters "Physician Need/Excess by Specific Zips" for the zip
codes comprising McHenry County indicates that there were an excess of
23.95 physicians in the Crystal Lake zip codes (60012, 60014), which is
the location of the proposed hospital. The analysis found that these zip
codes had 5.60 excess primary care physicians and 18.35 excess specialty
physicians.




Furthermore, Thomson Reuters determined that the physicians in

. McHenry County were maldistributed in 2010 since there was a need for
13.48 additional physician in the Huntley zip code (60142), the site of the
proposed Centegra Hospital — Huntley, with the need being based upon a
need for 3.72 additional primary care physicians and 9.77 additional
specialty physicians.

The Thomson Reuters data reveal that the only McHenry County zip
codes other than 60012 and 60014 that had excess physicians in 2010 were
60050 (McHenry) and 60098 (Woodstock), zip codes in which hospitals
are located.

Appendix B contains the Thomson Reuters "Physician Need/Excess by
Specific Zip Codes for McHenry County" based upon their physician
supply estimates for 2010 and their demand estimates for 2009.

2) Appendix 1 to the Mercy Crystal Lake Hospital CON application consists
of 42 physician referral letters in which these physicians promise to refer a
total of 3,809 patients annually to Mercy Crystal Lake Hospital and
Medical Center, based on their having referred a total of 3,977 patients to
Centegra Hospital - McHenry, Centegra Hospital - Woodstock, Advocate
Good Shepherd Hospital, Advocate Condell Medical Center, and Mercy
Harvard Community Hospital from July 1, 2009, through June 30, 2010.

A summary of these referral letters, which contained exaggerated referrals
for 2 of the physicians, as discussed in Item II1.6.a. above, was submitted
to the HFSRB on May 13, 2011, in response to a request from the HFSRB
staff (Exhibit IV).

These referrals, to the extent that they are valid (see Item I11.6. for the
reasons why some of these referrals are invalid) will not in any way
diminish the shortage of physicians in McHenry County, but they will
negatively impact utilization at these existing hospitals.

These referral letters do not indicate that the physicians will be recruiting
additional physicians to their practices nor that physicians not currently
practicing in McHenry County will establish practices in McHenry
County.

b. The Illinois CON Rules do not include criteria which address physician shortages,
as stated in the McHenry County Circuit Court ruling reversing the CON Permit
granted to Mercy Crystal Lake Hospital and Medical Center for Project No. 03-
049 (Case No. 04 MR 106), May 6, 2005, Page 16.

9. Physician referral letters presented in Appendix 1 of the CON application refute the
. applicant's assertion that this "project will not lower the utilization of other area providers




below the occupancy standards specified in 77.1... [sic] Adm. Code 1100...will not
lower, to a further extent, the utilization of other area hospitals that are currently (during
the latest 12-month period) operating below the occupancy standards.” (Attachment 20,
Page 182)

These referral letters are summarized in Appendices C and D without consideration of
their invalidity because of missing signatures or notarizations or exaggerations of
referrals due to overestimating their actual discharges from the identified area hospitals
during the period of July 1, 2009, through June 30, 2010, in contrast to the discharges
reported in COMPdata.

The summary of these referral letters found in Appendix D documents the severe
negative impact that the establishment of Mercy Crystal Lake Hospital and Medical
Center would have upon Centegra Health System's existing hospitals that provide
Medical/Surgical, Intensive Care, and Obstetric Categories of Service.

As noted earlier in this analysis, Appendix 1 to the Mercy Crystal Lake Hospital CON
application consists of 42 physician referral letters in which these physicians promise to
refer a total of 3,809 patients annually to Mercy Crystal Lake Hospital and Medical
Center, based on their having referred 3,977 to Centegra Hospital — McHenry, Centegra
Hospital - Woodstock, Advocate Good Shepherd Hospital, Advocate Condell Medical
Center, and Mercy Harvard Community Hospital from July 1, 2009, through June 30,
2010.

Without consideration of the invalid referrals or the exaggerated referrals, both of which
are discussed in Item I11.6. above, this CON application includes referral letters for
Mercy Crystal Lake Hospital and Medical Center from 39 physicians who propose to
refer 3,486 patients that they claim to have treated at Centegra Hospital — McHenry and
Centegra Hospital — Woodstock from July 1, 2009, through June 30, 2010.

A summary of these referrals by physician is found in Appendix D, demonstrating that
nearly 88% of all the referrals identified for Mercy Crystal Lake Hospital will be patients
that these referring physicians claim to have referred to Centegra Hospital — McHenry
and Centegra Hospital — Woodstock during that recent one-year period.

There can be no doubt that the transfer of this inpatient caseload from Centegra Hospital
— McHenry and Centegra Hospital — Woodstock to the proposed hospital in Crystal Lake
would have a deleterious impact on patient volumes at these hospitals and would result in
severe financial distress.
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Apprendiy A
MERCY CRYSTAL LAKE HOSPITAL AND MEDICAL CENTER
COMPARISON OF DGSF SHOWN IN CON APPLICATION

Degpartment APPLICATION |ATTACHMENT 9| ATTACHMENT 14| ATTACHMENT 14 | COST & GSF
PAGE 7 ATTACHMENT 14| PAGE 119 PAGE 124 PAGE 187
PAGE 120
REVIEWABLE:
M/S Nursing Unit 61,799 651,799 61,799 61,799 61,799
ICU 3,894 3,854 3,894 3,854 3.894
OB Nursing Unit 15,685 15,685 15,685 15,685
Newbom Nursery 3.635 3,635 6,047 3,635
Labor-Delivery-Recovery Room 2,51 2,501 2,601 2,501
Emergency Department 9,368 9,368 9,368 9,368
Laboratory 4,878 4,878 4,878
Imaging (Diagnostic Radiology) includes NM 9,752 9,752 10,782 9,752 9,752
MRI 3.405 3,405 1,775 3,405 3,405
Cath Labs 6,729 6,729 6,729
Cenfral Processing 4,250 4,250 4,250
Surgical Suite 19,550 4,250 19,550 19,550
Recovery 5,224 5,224 5,224 5,224
Qutpatient Surgery 13.663 13,663 13,663 13,663
Dietary 8,724 8,724 8,724
Pharmacy 1,698 1,698 1,698
Respiralory Therapy 1,290 1,290 1,200
Cardiac Rehabilitation 1,203 1,203 1,203
Physical Therapy 2,355 2,355 2,355
Occupational Therapy 450 450 450
All Other Clinical 101,203
TOTAL CLINICAL/REVIEWABLE 180.053 180,053 132,576 182,465 180,053
NON-REVIEWABLE:
Building Systems 11,748 11,748 11,748
Administration 6,079 5,829 6,829 6,829
Publig Circulation 23,755 23,755 23,755
Materials Management 2,840 2,840 2 840
Building Support 8,251 5,251 6,251
Employee Facilities 5,110 5,110 5,110
Medical Library 1,150 1,150 1,150
Housekeeping 3.5 3,531 3,531
Laundry Holding 1,661 1,661 1,661
Morgue 288 288 288
Medical Records 5,500 5,500 5,500
Dining 5,460 5,460 5,460
Yard Storage 500 500 500
Human Resources 836 836 836
Marketing 2,310 2,310 2,310
Meeting Rooms 2,525 2,525 2,525
Sleep Studies 1,313 1,313 1,313
Ambulance Garage 1,024 1,024 1,024
Canoples 2,250 2,250 2,250
Parking 0
Gift Shop 750
All Other Non-Clinical 78,052
 TOTAL NON-CLINICAL/NON-REVIEWABLE |
UBTOTAROOSPITA '
FHYSICIAN CLINIC:
Waiting
Physicians' Areas
Building Systems
Medical Records
Public Circulation




APPENDIX B
PHYSICIAN NEED/EXCESS BY SPECIFIC ZIP CODES IN McHENRY COUNTY

Current Excass or {Need)
McHenry — ASl Humiley Algenquin . UTH L Woodstack McHenry Harvard
Physicinns Speciafty County 0142 60142 60102 80158 80012 £0098 60050 60033
PCP (Primary Care Physicians) |General & Famlly Practica (28.4) (7.05} (3.28) 2.50 6.31) o) 5.67 013 0.05
Internal Medicine 236 c.07 {c.81}) 2,40 (0.62) 993 11.02 18.30 (1.30)
Obstetrics and Gynecoiogy 8.7 (2.60} 0.74 1,28} (2.06) 220 5.89 350 (1.46)
Fedlairics 0.7 1.64 {0.31} 3,88 (5.93) 120 4.75 721 0.36
PLP Total {6.8) {7.14} {3.72} 749 {10.92) S.60 27.33 T8 (2.35)
Spaclally Physicians Allergy! Immunclogy (24) {1.15) ©.30 {0.45) (0.40) 1.20 (@.41) RED 0.20)
Cardiclagy 78] @227 @21} (.29 10,85} (1.53) 0.56 0.06 134
Dermatology 59) 272 10.82} (1.04) [0.86} 103 (0.06} {1.50) 0.50)
Gastroentarology (5.8) {0.85) (0.90} 0.9 (0.86} (8,14) .85 (0.18) (0.53)
Gengral Surgery (2.0) {0.90) {0.21) (0.49) {0.18) 2.10 .44 D69 0.28
Hemalology! Oncology 0.8 137 {0.49} (0.51) {0.37) .05} 0.41 238 027
Medical Subspeciatiles (5.3) 204 {0.60) .78 (0.66) {0.49) (0.80) (©.21) 0.37)
Nephrology 0.0) 0.48) .17 0.18) (0.13) 1.64 .2 (0.58) (0.09}
Neurology 241 {1.20) {0.38) (0.46) 0.38) 242 0.53 1.70 078
Ophthalmotogy 28] (0.21) {0.14) [0.19) 012 (0.46) 062 1.3 0.63)
Orthopedic Surgary 34 {3.25) {1.59) {1.02) .65 6.14 {0.07) 0.30 0.87}
Other 0.1 0.27 {0.21) ©.28) 078 053 o7 1.2 0.14)
Ciher Pediatrc Subspecialtes 2.0 {0.55) {2.12) {0.22) 0.21) (0.38) {017 (0.47) (0.09)
Otolaryngology (24) (2.35) (067 0.92) ©.79) 1.31 2n 1.58 0.43)
Pediatric Candlology 0.3 {007 (0.02) 0.63) (0.0% (0.05) {0.02) (0.06) (0.01)
Padialric Neurclogy a7 880 {0.02) 0.96 (0,04) (0.05) {0.03) {0.08) (.02}
Pedialric Psychlatry (1.5) (.70 {0.16) 027 (0.26) 0.54 (0.23) (0.62) (.41}
Physlcal Medicine and Rehab, ©2 (003 (0.31) .81 0.32) 0.24 (0.41) 088 (.19
Plastic Surgery (1.5 (0.39) (0.39) 0.46 (0.48) 0.9 1.48 156 (0.243
Psychiatry 34 (167 (0.0%) (1,43} (0.22) 835 0.61 116 (0.85)
Pulmonary .2 024 0.zn 0.72 .21} (0.68) 0.2 111 {0.15)
Rheumatoteyy 04 (063 @21) (0.24} (0.18) 052 174 1.28 0.1
Surgical Subspecialties (5.1} (265 091 (1.13) 1091} nez (118 {1.28) 045
Urology {5.1} {1.83) (0.66) {0.72) {0.55) (1,44} 1.20 0.80 (0.38)
|Specizaity Telal {44.2} {28.33) (9.77) {7.82) {8.05} 18.35 T.36 945 [3.22)
Grand Tata! (53.0) {33.47} {£3.48) (0.42) {19.57} 23.9% 34,65 36.61 {5.57

Source: Thomson Reuters Health Care Markel Planner Plus Market Expert Demand Estimates 2009; Thomson Reuters Supply Estimates 2010




APPENDIX C

Physician Referrals in Mercy Crystal Lake Hospital CON .ﬁi;plicati_qn #10-089

FY10 Discharges |  FY10 Referrals Prajected
Referral Letter Reported by_ e Epgﬁd_ln Annual Referrals Overstatement of FY10 Discharges |
I . ___Slgned & COMPdata from | CON Application ta Mercy Crystal Lake from Area Hospital
Physleian Sogclalty Notarlzed?  |Area Hospitals A10-0 Hospital in CON Application #10-089
Albright, Kim Family Medicine yas 51 51 5
Asbury, Jeffrey_l_{ Urology ves 10 21 16 11 11095
Bistriceany, Graxiellil Family Medltine yes » no seal 55 1 55 55
Campau, Steven A Internal Mediclne yes 63 63 _63
Chatterjl, Manju Pediatrics yes 67 67 __ 8
Chltwcuic_!, B_h:k A Pediatrics yes 72 ; 72 _n
Cook, Richard O 0B/Gyne. yes I E 259 | - a2 19%
Crawley, TerriL Pedlatrics yes o1 141 - 141
_C_ung:!iff, Jason Otorarvr\go!_ogv yes 16 [=:] 68 o 53 331%
DeHaan, Paul H Orthopedic Surgery yes 80 _11_0___ o 102 . a0 38%
Dillen, Paul C Plasthe Surgery nghhﬂ 24 57 50 1 a3 138%
Favia, Julle . 7__05@0& _]yes 101 _ 116 116 15 15%
Faltik, Joseph E Internal Medicine _|yes 188 188 188
Gavran, Monlca £ Internal Medicine yas g5 85 85
Goodman, David A Otelaryngelogy _ yes 7 . 58 58 51 729%
Gulati, Roshi Family Mediclne yas 33 _ 33 =
Gupta, Lata 0B/Gyne. neither _& 75 _ 75 11 17%
Henning, Deuglas A Pediatrics yes 17 17 17
Howay, Susan M DB/Gyne. nelther 94 12 120 } 26 28%
Hussaln, Yasmin Gastroenterology yes 2 ? 38 23 36 1800%
Kaklsh, Nathan Interna) Medicine/Pediatrics yes 171 : . i71
¥ang, Hiejln Famlly Medicing neither 26 : 2% 26 _
Karna, Sandhya R_ Pediatrics lyes 56 _ | _ .56 56 L
Karney, Michelle Y DB/Gyna. o ves - 105 : 70 6 6%
Krpan, Marko F Drthopedic Surgery yes 44 59 | S4 15 34%
Livingston, Gary L Dtolaryngalogy yes i1 67 _i_ ~ 67 56 509%
Logman, Mabria Famlly Medltine yes - 15 158 1 . 158 143 553%
Macdenald, Robert ) fgmllv Medicine yes I ] 8 e 89
Marlan, Camelia £ Internal Medicine neither 77 . 77 |
Mirza, A_irs_hg_ﬁ_ Pediatrics - yes 132 . 132 132
Mitra, Deepak Internal Maditine yes 134 134 0 134
Nath, Ranjara Pedintrics nglther 0 . __ .70 oo
Persino, Richard L 0B/Gyre. lyes _ 1w 148 . 1as 21 17%
Phelan, Patrick £ Pediatrics !ves'i 156 156 156 o ;
Riggs, Mary 0B/Gyne. Eves o9 | 183 80 54 Jr S50%
Ronguilio Itl, Biblana C Internal Medicing Il,ves __ 1o8 103 . !
Shen, Emllv_i - - Faplly Medicine yos 32 R 2z 32 -
Sgnrvg,lﬂanigna P Internal Medline yes 15 __1s 15 . :
Srinivas, Ratna R OBfgyr!E: yes B 1n o 10 2 25%
Tarandy, Dana T Orthopedic Surgery yes 56 95 I 86 29 70%
Wittman, Randy § 0OB/Gyne. yes 147 172 172 25 17%
Zaino, Ricea ¥ fOBIGvne. ves 190 _..239 239 49 26%
TOTAL, THESE PHYSICIANS 32587 3977 3,302 __Tns %
e oL e . L
Sources: CON Aggl_lt_nﬁggto_cs_t_qh_ll_s_r!_lﬂyg Crr_yfgﬂLglf_e Hospital and Medical Center (#10-083), Appendix 1, hand-numbered Pages 192-276 _

| Association's COMPdatD via inteblimed

Illinols H




APPENDIXD ___

Physician Referrals for Mercy Grystal Lake Hospital

Based an Hospital Referrals in CON Application #10-089

|__Roferval Total Projected iF‘(ﬂ:l Discharges:
| __ Letter e e .- 7109613010 | Annual Referrals ‘, Reported by
Signed & Hospilals to Wivich Patients were Referred o Referrals per | to Mercy Crystal ‘, COMPdata from
E’Lﬂi guffn Nams Speclally Notarized? from Ju_[x. 1, 2009, through June 30, 2010 | RefematLetters| Lake Hoepitat j Area Hospitals
Contegra Cenlegra
_ Hospltal - Hospltal - Mer;;« ’ Advocate Advocate i
Woodstock | McHenry | Harvard |Good Shepherd | Condell .
Albright,{Kim Fum!fy_Mgﬂi__c?_n_o_j_yﬂ I 51 . 51 _ 51 51
Asbury, Jaffrey Urology jyes 16 | 5 . . 24 16 10
Bistriceanu, |Graziela |Family Medicine  _yes- no soal 54 | 55 85 35
Campay Slaven Internal Medicine "yas 6r L 63 53 ; 683
Chaterfi,__ |Manju |Pediatrics lyes 16 5 | o 67 57 : 67
Chitwood, | Rick Pediatrics [yes 8 64 I I 72 ' . )
Cook, ___1 Richard | OBIGyme. Tyes 259 I - 250 P2
Crowdey, _ (Temi Pediatrics yes 141 _ 1 141 161 |
Cunclf,  Jeson [Ctolaryngology  yes | 13 25 I 69 _ 58 16
OeHaan,_ |Paul ____|Orihopedic Surgery lyes 7, e 8 | AL 102 80 |
Dillgn, Paut Plaslic Surgery  ,nefiher | & ! 12 7 32 T 50 24
Favia, |dulie OBIGyne. yes _11e ; 115 118 101
Fojtik, |Joseph __|Intenal Madicine  [yes _ 5 188 188 188 188
Gavran, Monicn | Internal Mediclne | yes 85 l L s . 85 83
Goodman, |David Ctelaryngology. yes 11 20 ! kil - 58 N 54 7
Gulati, Rashi Fomily Medicine _ |yes 33 1: o 33 I | 3
Gupts |tata___ [CB/Gyne. neither 75 | : I 5 75 64
Henning, |Oouglas _ | Pediatr yes 17 | S 17 L 17
Howay,  |Susan __[OB/Gyne. neither 120 | o 170 _ 120
Hussain,  (Yasmin _ |Gosirenterclogy | |yes 23 _ 15 R 38 L 23 2
Kakish, Nathan Intarnal Med /Peds. [yes 171 — . : 171 ; an 17
Kang, ’Hig|in Family Medicine __|neither 26 ‘ L 26 ! Fii] 26
Kama, Sandhya  Pedinidc yos 56_ : e % 56 ‘ 56 56
Karney,  |Michefls _ [OB/Gyne. s 105 —— | _ | 105 i 99
Krpan, |Marko Orthopedic Surgery yes 12 s 5 i ! 59 54 44
Livingaton,_Gary____|Otolaryngology___|yes 17 % 24 | ‘ (4 &7 1
Logmar, |Mabria____|Famlly Medicine __|yes 63 95 I J: 158 158, 15
MacDonald, |Robert Famlly Medicina__|yes .. &9 N a9 ee ag
Marian, Camella Internal Medicine | nailher e 7 ~ 7 (s 7
Mirza, Aisha | Pediatrcs yes 132 e N 132 132 132
Milra, Deepak __, Internal Mediting _ |yves 0 . 104 R . 13 __ i34 134
Nath, Ranjana ___ Pediatrics nalther 21 | 48 R 70 _._To i
Parsino,___|Richard | QB/Gyna, ves 148 L e 148 327 |
Phalan Palrick  Podiatrics yes 158 e _ 156 156 1586
Riggs,  |Mary “O_B."gyna. yes _ _.le3 I 163 80 109
Ronguillo, Biblanc __!Internal Medicing__|yes e | _ R 108 108 108
Shen, oEmily ___ |Family Medicine  |yas . 32 . ! 32 32
Soorya, ___ Ranjane Inlernal Madic yes 15 e . 15 15
Srinivay,___|Ratna OB/Gyne.  ___ |yes 10 . 1 i0 ~ 8
Tarandy, Dana \Drthopedic Surgery |yes i w8 L 95 85 58
| Witiman Randy IOE_,;_'QynE yos 172 1. 172 172 147
Zaino, _ _ |Ricca _ _ |OB{Gyne. yas 239 I 239 239 190
— L. 1
Total Referrals Based on Physiclan Referrsl Lottors 2,040 1,446 50 408 2 3977 3,809 3,259
Percent of Total Referrals 51.9% 36.4% 13% 10.3% _ 0.6% .
Cumutative % of Referrels from Centogra Hospltals 87.7% -
“Total Referrals per Referrst Lettars inciudes all cofermals listed in Appendix 1, which may include refarrals L hospitafs other than those
shown In this chart _ R I

Sources: CON Application 1o establish Merty Crystal Lake Hogpial and Medical Center (#10-088), Appendix 1, hand-numbered Pages 182275

Iingis Rospital Association's COMPdata via Intellimed
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MEerCY HEALTH SYSTEM

1000 MINERAL POINT AVE.
P.O. BOX 5003
JANESVILLE, Wi 53547.5003
Tele:™ 608975646625

Fax: 60B*7566168
W, afthsystem.ong n Office of the President

A Sytton for L

June 19, 2007

Mike Easely, President/CRO
Centegra Health System
385 Millennium Dr.

Crystal Lake, I} 60040

Dear Mike,

Congratulations on receiving CON approval for your Huntley medical clinic. [see from
the newspaper erticle that you also plan to build & fitness center at that site and someday

perhaps even a hospital.

As you know we have submitted our Letter of Intent to build a 128-bed hospital in
Crystal Lake. Our efforts to build in Crystal Lake are based on the nnmet healthcare
needs of the over 100,000 people in the Crystal Lake ares, the tremendous additional
population growth that continues unabated, the long travel times to a hospital, and the
increasing wait times for care once there. Asyou also know Mercy employs almost 80
physiciens who practice at your two hospitals; and, who are increasingly frustrated by the
1ack of available hospital beds to accept their patients. The lack of a hospital in Crystal
Lake has even been the subject of news stories in Crystal Lake.

Sirice we both understand the need for more hospital services i.e., your proposed
Women’s Center in McHenry County, I would like to suggest that Centegra end Mercy

co-sponsor and joint venture the development of the Crystal Lake hospital. This
cooperative venture would provide the communities the needed healthcare services to
include inpatient and trauma care; provide a hospital referral point of service for your
Huntley, Crystal Lake, Cary, Algonquin Physicien clinics as well as Mercy’s clinics in
those same communities, plus our Barrington and Lake in the Hills clinics; and of course

eliminate the wasteful effort and costs of opposing each other’s facility development,

With this cooperative effort in mind, I suggest 2 meeting. [ would like to bring Joe
Nenzeth, our CFO and Dan Colby, Corporate VP of Planning. I would suggest that this
meeting would also be an opportunity for us to meet your Chief Operating Officer, Jason
Sciarro, and your new Chief Financial Officer.

I look forward to your positive response and the chance ta set this meeting preferably for
~ sometime in July. I offer any of our facility locations as a meeting place or wo will

Attachment 4
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gladly meet at one of your sites. I would appreciate it if you could let me know by July 27

if you would like to meet. Please feel free o call me at 608-756-6625.

Mike, I truly belicve that a cooperative approach to this proposal would benefit all partics
and especially the peopte of McHenry County.

inegrely,

A R. Bea
ident and CEQ
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CentegraHealthSystem - Contegra Corporate Offica
385 Miltennium Drive

Crystzl Lake, IL £0012
815-768-5624
Mlch.;el S.Ecsley
President and CEO

Tuly 12, 2007

Mr. Javon Bea

President & CEQ

Merccy Health System

1000 Mineral Point Avenue
Janesville, Wisconsin 53548

Dear Javon:

Thank you for your congratulatory letter of June 19, 2007. We are indeed very excited about serving the
community with our new Huntley campus.

In regards to your invitation to meet with you and representatives of Mercy, we would welcome the
opportunity. Since Memorial Medical Center opened its doors in 1914 and McHenry Hospital in 1956,
the hospitals, which now comprise Centegra Fealth System have been dedicated to the principle of
providing high quality care through the efficient use of precious community resources, We continue to
question how a hospital in Crystal Lake can possibly meet applicable state standards, but are hopeful that
you can help explain this to us. Although we may disagree on many subjects, including some outlined in
your letter, we are apparently in agreement that in today’s healthcars environment, efficiency and
conservation of resources is of paramount importance to our patients. i

Tt is our hope that the agenda for our meeting witl focus on the global question of how we may collaborate
to better serve the community. Collsboration between our organizations is not unprecedented. In fact, as
you are likely aware, Mercy physicians have been providing ongoing support for the development of our
plans for a new women’s center, which will add 19 OB beds to Memorial Medical Center, and we have
also submitted a Letter of Intent for 35 additional medical-surgical beds at Northern Ilinois Medical
Center, The basis for this collaboration is the recognition that the women’s center and the additional beds
at Northern will greatfy benefit the patients of Mercy physicians as well as others, As you are also aware,
the proposal you have to construct a new hospital in Crystal Laks has been the subject of much debate,
particularly considering that there is limited unmet need. Ultimately, however, the question of need is one
answered by state regulations and the lilinois Health Facilities Planning Board. While wo are eagerto
meet fo discuss all avenues of collaboration which will appropriately benefit (he community, we should
nonetheless be mindful of the standards which may impact our efforts whether collective or otherwise,

My team is willing to meet with your group. 1have asked my assistant, Madonna DiPalma to contact
your office during the week of July 16™ to make the necessary meeting arrangements.

Sincerely,

Michael 8. Eesley
President & CEO




+- .
. _ *.CentegraHealthSystem Centegra Corpors O
M illennium
| Crystal Loke, IL 60012
. B15-78B-5825

Michael 5. Eesley
_ President and CEQ

August 22, 2007

Mr. Javon Bea
President/CEO

Mercy Health System

1000 Mineral Point Avenue
Janesville, Wisconsin 53548

Dear Javon:

Thank you for taking the time to meet with us to discuss possible opportunities for
collaboration between Mercy and Centegra Health System. Ibelieve —as I hope you do—ithat
the meeting was very productive. While we understand the information you presented in
regards to the proposal 10 build a hospital in Crystal Leke, as Dan Colby acknowledged, the
proposal simply does not meet State criteria. This is now and always has been a concern for
Centegra. I we proceed with a project which we Kknow at the outset does not meet State
. criteria, at risk is more then a denial from the Iinois Health Facilities Board; we would also
jeopardize the credibility of both Centegra Health System and Mercy Health System.

Rather than placing either of our organizations at Tisk by submitting an inherently flawed
proposal, we would like to explore the suggestion made by Rich Gruber that we consider
coliaboration on other fronis. Specifically, we would like to invite your Health System to
engage in a dialogue with Centegra Health System in regards to possible joint venture

opportunities on two scparate initiatives that would enhance the delivery of healtheare to our

Jocal commumity.

The fist initiative relates to our mder-insured/uninsured population who receive a
majority of their clinical care from the Family Health Partnership Clinic (FHPC) in
Woodstock, Tilinois. This clinic provides support to approximately 6,000 individuals
on an annualized basis with a minimal amount of financial suppoit. Currently,
Centegra is discussing opportunities to expand the clinic’s operations into the City of
McHenry through the establishment of another clinic. While I am in no position to
speak for FHPC, T would anticipate that their reaction to & joint venture between the
two health systems would be very positive becanse it would cleariy help them in their

delivery of services.

The second initiative involves the development of our Women’s Health Pavilion on
the campus of Centegra Memorial Medical Center. As you are aware we are currently
in the process of finalizing the development of this project. We would like the
opportunity to team with your Health System in this venture.




Mr. Javon Bes
PresidenyCEQ
Mercy Realth System
Pageof2

Thank you again for meeting with the Leadership Team of Centegra Health System and
myzelf If you and your team would like to further advance these discussions, please contact
me so that we can schedule another meeting. I am certzin that such ameeting would serve to

benefit the community of patients we collectively serve.

Very truly yours

ce:  Charles Ruth, Chairman, Board of Governors
Robert M. Rosenberger, Chief Financial Officer
Jason Sciarro, Chief Operating Officer
Asron T. Shepley, Chief Quality Officer/General Counsel
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@ S Mercy Heam S
_] ﬂ-: 1000 MINERAL POINT AVE.

PO. BOX 5003

JANESVILLE, W1 53547-5003

Tele: 608275626625

Fax: 6087566168

A

August 30, 2007.

e

Office of the President

Michael S. Eesley
President/CEQ

Centegra Health System
385 Millerinfum Dr. '
Crystal Lake, IL 60012

Dear Mike,

Thank ‘you for your letter of August 22, 2007, We had hoped that you and your
staff would see the meritof a Joint hospital effort in Crystal Lake fo serve the over
13,000 people from that area viho left McHenry County for hosplial sarvices

d\ elsewhere in 2006 alone.

" Itruly believe that a joint effort in Crystal Lake would be successful because it
would demonstrate that all partners recognize the community need for these
services and that competitors are willing fo cooperate to provide the needed

care: '

While | am disappointed in your Initied negative response, | would like to continue
the dialogué that we have begun. The idea of exploring together your Family
Health Partnership Clinic and Women's Health Pavilion initlatives is intriguing.
We are well aware of your commitment of facilities to the Partnership Clinic in
Woodstock. You should know that Mercy physiclans and other health
professionals provide a substantial amount of the velunteer affort to support the
Partnership Clinic. We are not aware however, of the scope of your VWomen's

Health Pavilion project.

| have asked Dan Colby and Rich Gruber to follow up with your staff to continue
our discussions.

Mery Truly Yours,

T =, :"'.,-"_:o AT L O LT ! .

Aon Bea
President/CEO

| Mercy Heaith System
‘ cc:  Dan Colby, Vice President, MHS :
Rich Gruber, Vice President, MHS Attach
achment 5
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Erom COMPdptn .
Physiclan Attending Fr10 Olcharges
Atbright, Klm ’ 51
Asbury, Jelfrey8 - 10
Blstricennu, Gratiglal 55
Compau, Steven A 63
Chatterd, Monju 67
Chitwood, Rick A , 72
Cook, Rithard O 247
Crawley, TerdL b}
cundiff, tacon 16
Dehaan, Pauf H 80
Dillon, Paul C * P19
Faviy, Julle 101
FoJtik, Joseph E 189
Gavran, Monica E 85
Goodman, David A 7
Gutatl, Rothi 13
Gupta, Latg * 64
Hennlng, Douglas A 17
Howey, Susan M * 1)
Hussakt, Yasmin b]
Kaklsh, Nathan 17
Kang, Hiejin * 6
Komas, Sandhya R 56
Earngy, Michele ¥ 9
Krpan, Marka F LY
Livingstan, Gary L 1
Lagman, Mabria 15
Macdonald, Robert) 89
Marian, Comela € * 7
Mirgs, Aishs A 132
Mitrs, Deepak 124
Noth, Renjang ¢ 70
Parsino, Richard | 127
Phalan, Patrick E 156
RIggs, Mary 109
Ronguilio 1), Blbiano C 108
shen, Emiy 32
Scorya, Renjans P 15
Srintvas, Ratna R 8
Tarandy, Dana T 56
Witiman, Randy $ 147
Zalno, Ricca ¥ 150
Grand Tolal . 3159
Tota) Phytidians 42
Number © d In CON Appiicat! 0
Number Atcuratety Reported 2
Number Reported More than I Actual 7
*Not signed or Notariwed [

Sources: tHA'S COMPdata via intelmed, Mercy CON Apalkcation

L

L : I A
’ Frojected Annual
FY10 Dischorges Discharges to (L Rospital
51 171
n . 16
55 55
8 €
&7 67
n n
55 259
143 14
& 68
110 02
s7 50
- 118 116
188 188
85 85
58 56
1 3
75 15
v 17
110 120
E1] a3
1m 171
16 3
56 56
5 w
59 54
67 67
158 138
a9 89
” ”
pEF] 132
134 13
0 70
148 148
156 156
163 80
108 108
£ n
bt 15
10 w
b ]
m 172
139 139
3$77 3803

FY 10 Dischamges Ovarstaied in CON 8y
Cased Percent
11 110%
a 19%
53 131%
30 38K
a3 138%
5 15%
51 729%
1 17%
6 8%
3B 1800%
6 6%
15 1%
56 S05%
143 9535%
21 1%
54 50%
. 2 25%
L 0%
15 Y )
49 26%
7L 2%
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ASSOCIATES, INC.
CONSULTING ENGINEERS

Memorandum
) . 450 Farest Edge Drive, Vernon Hills, 11, 6006)
To: Mr. Rich Gruber : TEL BA7ATRYTO0 @ FAX R47ATRYTOL
Mercy Health System I
270 Lakeside Dive, Suile 3, Guenee, [ 60031

Fiom: Daniel P, Brinkman, P.E., PTOE . Ty, B47.855,1100 = Fax 8478551115

winvgha-cngineeis.can

Date: December 27, 2010

Subject:  Driving Time Study
McHernry County, itlinois

PART 1. PROJECT OVERVIEW

Per your request, GEWALT HAMILTON ASSOCIATES, INC. (GHA) has conducted updated driving time survoys in
McHenry County, lllinois. The intent of this effort is to update similar drive time data thet was conducted by
GHA in June of 2003. Gur sludy findings are discussed below. Exhibits refercnced in the text are canvenichtly

located at the end of this document.
PART 2. TRAVEL TIMES SURVEY RESULTS

urveyed for travet times: Centcgra Hospital -
in the City of Woodstock and Centegra
d in the City of McHenty. Exhibit 1 also

Exhibit 1 illustrates the location of two existing medical facilities s
Woodstock located at the intersection of US Rte 14 and Doty Road
Hospital McHemy located along [l 31 just south of Bult Valley Roa
indlcates routes driven for the time trial runs. _

Exhibit ] also iliustrates the Jocation of a potentiai Mercy Health hospital site located along 1L 31 just south of
Three Oaks Road. Travel times wero recorded from the site to the two existing medical facilities. The surveys
were conducted during the weckday moming (7 AM to 9 AM), midday (11:00 AM to 1:00 PM), and evening (4
PM to 6 PM) peak periods on Wednesday December 22, 2010. These times were chosen to ensuic that the
prevalent and non-prevalcnt travel pallems on tho voad system will he accounited for. Mo unusual defays
occurred during the travel runs such as cxtreme foul weather (¢.8. heavy snowfall or rein), voad consinection, or

emergency vehicte activity that would adversely affoct the volumes or trave] patterns,

Exhibits 2a and 25 summarize the resulls of the driving time surveys for travel runs made by GHA staff to and
from (he sile and to cach of the medical facilitics. As shown in Exhibit 2a, the peak travel time round trip from
the site to the medical facility in Woodstock and then back to the site was recorded during the weekday cvening
peak period at 55 minutes. Exhibit Zb indicated that the peak ravel time o and Irom the site to the medical
facility in McHenry was also recorded during the weckday cvening peak period at 29 minutes.

It is important to note hat the travel tiines shown in Exhibits 2a und 2b were recorded at a staiting roll or in
other words, the stop watch was started ps the drlvers were ready to travol forward, In reality, an ambulance
crew will require an additional few minutes (3 to 4 minutes) lo pick-up and/or drop-off (e patient at the
hospital thereby increasing.travel times, As such, adjusted trave! times for existing conditions when considering
tho ambulance crew are as high as 1 hour and 3 minutes for the Woodstock facility and 37 minutes for the

McHenry facillty.

3413.910 Merey CL Drive Time 122710:doc

Attachment 12: Purpose of Project
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Centegra Hospital
McHenry, IL \
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Exhibit 2a

Mercy Drive Time Study
Proposed Site to Centegra Hospltal -Woodstock, Woodstock, IL

*

Trip StartTime StopTime  Total Round Trp

Wadnesday December 22, 2010 TAM-8AM

1 To Hospital 7:00:00 7:20:43 0:20:42  0:36:44 Peak Trave! Time

. From Hospilal 7:21:00 7:37:01 0:16.01

2 To Hospilal 7:38:00 76652 01762 0:33:64 | Round Trip: 36 min
From Hospilal 7:67:00 8:13:02 0:16:02

3 To Hospitai 8:14:00 8:30:51 0:16:61  0:32:50
From Hospllal 8:33:00 §:48:58 0:16:69
Wednesday Dacember 22, 2010 11AM-1PM

4 To Hospital 11:00:00 11:20:26  0:20:25  0:37:4] Peak Travel Time
From Hospital 14:22:00 14:39:16  0:17:18

5 To Hospital 414:41:00 12:00:23  0:18:23  0:40:25 Round Trip: 44 min
From Hospilal 12:01:00 12:22:02  0;21:02

6 To Hospital 12:23:00 12:43:27 0:20:27  (:44139
From Hospltal 12:44:00 13:08:12 _ 0:24:12
Wednesday December 22, 2010 4PN-6PM

7 To Hospital 4:;00:00 §:20:08 0:20:08  0:48:31 Peak Travel Timo
From Hoscpital 4:21:00 4;49:23 0:28:23

8 To Hospital 4:61:00 6:12:58 0:21:58  0:54:67 Round Trip: 46 min
From Hospital 5:14:00 5:46:68  0:32:58

’: ei g 'ﬂ GEWALT HAMILTON

ASSOCIATES, INC.
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Exhibit 2b

Mercy Drive Time Study

Proposed Site to Centegra Hospital -McHenry, McHenry, iL

Trip Start Tima  StopTime  Totsl Round Trip
Wadnosday Docember 22, 2010 7AM-9AM
1 To Hospital 7:00:00 7452 0o14:52 00268:30 Peak Travel Time
From Hospital 7:16:00 7:20:38  0:13:38
2 To Hospilal T:30:00 T:43:39  0:13:39 0:27:06 Round Trip: 29 min
From Hospital 7:44:00 7:57:27  0:13:27
3 To Hospital 7:59:00 8:10:81 01151 0:23:39
From Hospital 8:12:00 8:23:48 (:11:48
4 To Hospital 8:26:00 8:35:23  0:310:23  0:21:23
From Hospital 8:36:00 8:47:00  0:11:00
Wedneaday December 22, 2010 11AM-1PM
6 To Hospital 11:00:00 11:12:34 04234 0:25:18 Peak Travel Time
From Hospital 11:13:00 14:26:44  0:12:44
8 To Hospital 11:28:00 11:41:57 0:13:67  (:27:36 Round Trip: 27 min
From Hospital 11:43:00 11:56:39 __ 0:13:38
7 To Hospial 11:59:00 1210:32  0:11:32  0:23:84
From Hospital 12:11:00 12:2%:22 0222
8 To Hospital 12:24.00 12:35:46 0:11:46  0:268:10
From Hospital 12:37:00 125024  0:14:24
Wadnosday Decembar 22, 2010 4PM-6PN
9 To Hospital 4:00:00 416:06  0:15:05  0:19:23 Paak Travel Time
From Hespilal 4:18:00 4:20:18  0:04:18
10 To Hospital 4:21:00 4:34:35 0113:35  0:27:07 Round Trip: 29 min
From Hospilal 4:36:00 4:49:32 0:13:32
11 To Hospital 4:51:00 §:08:07  0:16:07  0:28:41
From Hospital §:07:00 5:21:34  0:14:04
6:24.00 5:36:39  0:12:39  0:25:44
From Hospital 5:38:00 §:51:056 0:13:06

GEWALT HAMILTON

ASSOCIATES, INC.

GHA
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. Gewarr HamictoN
Traffic Plaaning Report ASSOCIATES, INC.
To: Rich Gmber . P T e I N T T g
Mercy Health S Consulting Engineers
and Surveyors
From: Bennie Flock ﬁ Civil, Municipal, & Traffic
850 Forest Edgo Driv
Date: June 27, 2003 Vemac::?-lsiils, l?l‘i,nois Seﬂosi
I 847 47 fax
Subject: Driving Time Study tel B47 4789700 fax 647 475 9701
MeHenry County, llUinois

PART 1. PROJECT OVERVIEW:

GEWALT HAMILTON ASSOCIATES, INC. (GHA) has conducted driving time surveys in McHenry
County, Iilinois in light of concerns that roadway congestion in the area is and will be in the future
. problematic in getting hospital patients care in a timely manmer. Our study findings are discussed
. below. Exhibits referenced in the text are centrally. located in the Technical Addendum.

PART 2. EXISTING TRAVEL TIMES SURVEY RESULTS

Exhibir 1 illustrates the location of two existing medical Fecilitics surveycd for travel times; Woodstock

Memorial Hospital located along US 14 just west of Doty Road in the City of Woodstock and Northern
Illinois Medical Center located along IL 31 just south of Bull Valley Road in the City of McHenry.
Exhibit I also illustrates the location of a proposed hospital site located along IL 31 just south of Three
Oaks Road. Travel times were recorded from the site to the two existing medical facilities. The
surveys were conducted during the weekday moming {7 AM to 9-AM), midday (11:00 AM to 1:00
PM), and evening (4 PM to 6 PM) peak periods and also during the Saturday peak period (11 AM to
1:30 PM). These times were chosen to ensure that the prevalent and non-prevalent travel patterns on
the road system will be accounted for. No unusual delz2ys occurred during the travel runs such as
foul weatber (e.g. heavy snowfall or rain), road construction, or emergency vehicle activity that
would adversely affect the volumes or travel patterns.

Exhibits 2 and 3 summarize the results of the driving time surveys for travel runs made by two vchicles
to and from the site and to cach of the medical facilities. As shown in Exhibit 2, the peak travel time
round trip from the site to the medical facility in Woodstock and then back to the site was recorded
during the weekday cvening peak period and during the Saturday midday peak period at 43 minutes.
Exhibit 3 indicated that the peak travel time to and from the site to the medical facility in McHenry

" was recorded during the weekday evening peak period at 28 minutes.

Point of Discussion. It is important to note that the travel times shown in Exhibits 2 and 3 were
recorded at a starting roll or in other words, the stop watch was started as the drivers were ready to
travel forward. In reality, an ambulance crew will require an additional few minutes (3 to 4 minutes)
to pick-up and/or drop-off the paticnt at the hospital thereby increasing travel times. These adjusted
travel times are shown m Exhibit 4. Exhibit 4 indicates that the adjusted travel times for existing
conditions when considering the ambulance crew are as high as 51 minutes for the Woodstock facility

and 36 minutes for the McHenry factlity.

Attachment GRC - la 25
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Driving Time Study
McHenry County. lllinois

* PART 2. FUTURE TRAVELTIR{ES

_The Northeastern Tilinois Planning Commission (NTPC) and other sources were contacted regarding
future growth projections and roadway congestion factors. Based on this information, the projected

increases in drving times for 5, 10, and 15 year planning horizons were calculated. Exhibit 3
illustrates the future travel times to and from the site and medical facilities...

Future travel times are expected to reach over an hour to travel to and from either of the two
medical facilities over the next 15 years. General growth in traffic volumes and congestion factors
were considered in the projected travel times to and from the Woodstock facility based on the

NIPC data and other sources.

« Animportant factor in determining future increases in travel times along IL 31 to and from the
McHenry facility was considering the NIPC data and the future build-out of the Terra Cotta mixed
use development. Smith Engineering Consultants, Inc. along with GHA working as the Village of

Praire Grove's consuliant, have been working the developer on this project. The 1,550 acre site

will consist of residential, commercial, and office uses located along 1L 31 approximately 1-1/2

mile south of the McHenry medical facility. Traffic volumes along IL 31 are expected 1o increase

over 2-1/2 times than current volumne levels over the next 10 years as a result of this development’
and other area growth. The development is planned to widén IL 31 from it’s existing two-lane.

cross-section to a four-lane cross-section {two travel lanes in cach direction); however, for only a

short distance {about 2 miles). (Note that the-distance between the site and the McHenry facility is

7 miles). Even with the four-lanes provided in the future, the roadway operations through the four-

lane cross-section are projected to be at capacity where attainable speeds becauise of the high traffic

loads are less than 35 miles per bour. Traveling through the remaining two-lane cross-section will

yield eyen lower travel speeds and higher travel times.

tate indicate that there are no plans at this time in the

Key Finding. Discussions with the s
iL 31 or US 14 due 16 the unavailable funds required for such

unforeseeable future to widen either
infrastructure.

PART 3. CONCLUDING REMARKS
Recognizing that the McHenry County area is expected to experience general growth in population and
volume demands along the various roadways and the inevitable buildout of the Terra Cotta
development over the next 10 to 15, years, congestion alodg both'US 14 and IL 31 is expected to
increase thereby increasing travel times significantly. Roadway improvements for additional through
lanes along these two corridors are not expected at this time with the exception of IL 31 which is
planned to be widencd for four lanes (two lanes in each direction); however, only for a short distance.
In addition, the roadway operations through the four-lanc cross-section are projected to be at eapacity
where attainable speeds because of the high traffic loads are extremely low, thereby increasing travel

times. )

PART 4. TECHNICAL ADDENDUM

The following Exhibits were referenced. They supply support for our findings.

GEWALT HAMILTON ASSOCIATES, INC, - Page "2
Attachment GRC - la 26
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) pﬂ'vl'ng Time Study
McHenry County, filinois

Exhibit i. Location Map

2

3.

4.

Mercy Drive Time Study — Proposed Site to Woodstock Memorial Hospital, Woodstock,
IL .

Mercy Drive Time Study - Proposed Site to Northemn [llinois Medical Center, McHenry,
IL .

Existing Travel Times ) -
Future Travel Times

H .

-
Py

GEWALT HAMILTON ASSOCIATES, INC. — Page 30
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Exhibit 2

Mercy Drive Time Study
Proposed Site to Woodstock Memorial Hospital, Woodstock, IL

Trip Start Time StopTime  Total Round Trip
Thursday Juna 12, 2003 7AM-5AM
1 To Clinic T:00 7:10 19 min 36 min
From Clinic 7:19 7:36 17 min
2 To Clinic 137 7:56 19 min A5 mm Round Trip:
From Clinic 7:56 - 8:12 16 min -
3 To Clinic B:12 §:32 20 min 37 min
From Clinic £:33 B:50 17 min
Thursday June 12, 2003 11AM-1PM
4 To Clinic 11:00 11:21 21 min 42 min
From Clinic 11:21 11:42 21 min
§ To Clinic 11:42 12:04 22 min 41 min Round Trip:
From Clinic __'12:05 12:24 19 min
6 To Clinic 12:25 12:47 22 min 42 min
From Clinié = 12:47 1:07 20 min )
Thursday June 12, 2003 4PM-6PM
7 To Clinic 4:00 4:23 23 min 43 min -
From Clinic 4:23 4:43 20min y
8 Ta Clinic 4:44 5:06 22 min 42 min Round Trip:
From Clinic 5:086 5-26 20 min ’
9 To Clinic 5:26 5:46 20 min 38 min
From Clinic 5:46 ° 6:04 18 min
Saturday June 14, 2003 From 11AM to 1:30 PM
Trip Start Stop Total
1 To Clinkc 11:00 11:22 22 min 43 min
From Clinic 11:23 11:44 21 min '
27JoClinlc .. 11:45 12:06 21 min 40 min Round Trip:
From Clinic 12:07 12;26 19 min .
3 To Clinic 12:28 12:49 21 min - 4Zmin
From Clinic 12:50 $:11 21 min

Paak Trave! Time

37 min

Peik Travel Time

42 min

»

Peaak Travel Time

43 min

Peak Travel Time

43 min

Gewalt Hamilton Associates, Inc..

Attachment GRC - 14
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Exhibit 3

Mercy Drive Time Study
Proposed Site to Norihem lllinois Medical Center, McHenry, IL

Trip Start Time StopTima  Total Round Trp
Saturday June 7, 20603 T1AM-1:30PM
1 To Hospital RREC 1112 12 min 23 min
From Hospitet 11:12 13:23 11 min
2 To Hospital 1123 11:35 12min 24 min Round Trip:
From Hospllal 11:35 13:47 12 min
s 3 To Hospital 11:47 11:59 12 min 5 min
From Hospital 1159 12:12 13 min
4 To Hosgpital 12:22 12:36 {4min 27 min
From Hospital 12:36 12:49 13 niin
5 To Hoapital 12:49 1:00 +1 min 14 min
. From Hospilal 1:00 1:13 13 min
. Thu Jura 12, 2003 TAM-9AM
-} 1 To Hospital 7:00 T2 12min  24min
: From Hospita) . T:12 7:24 12 min
. 2 To Hospital T4 . 7:36 12min 24 min
Fror Hospiltal 7:36 T:48 12 min Round Trip:
3 To Hospital 7.48 7:59 1% min 22 min
From Hoypital ___7:59 - 8:10 - 11 min
4 To Hospital B:10 B fimin  2Smin
From Hospial B:21 - B:35 14 min .
5 To Hospital B:33% B:44 % min 1 min
From Hospital 8:44 . B:56 12 min
\ Thursday Juna 12, 2003 §1AM-1:30PM
% To Hospital 11:00 1111 11 min 23min
From Hosplial _ 11:11 11:23 12 min
7 To Haspilal 11:23 11:34 11 min 23 min
From Hospital __ 11:34 11:46 12 min Raund Trip:
8 To Hospial 11:46 . 11:58 12 min 24 min
From Hospital 11:58 12:10 12 min
8 To Hospital 12110 12:22 12 min 23 min
' From Hospital 12:22 12:33 11 min
10 To Hospital 12133 12:44 11 min 24 min
From Hosplial 12:44 12:57 13 min
Thursday Juna 12, 2003 4PM-6FM
T, Starl Stop Total
I'Ji,1 To Hospitol 200 413 T3min  26min
From Hospital 413 4:26 ' 13 min
12 Vo Hospial 4:26 4:43 15 min 28 min
From Hospils! 4:41 4:54 13 min
13 To Hospital 4:54 507 13 min 25 min Round Trip:
From Hospital 5:07 5:19 12min______
14 To Hospital 519 5:32 - 1Jmin 25 min
From Hospital _ 5:32 5:44 12 mia
15 To Hospital 5:48 . 5:57 13 min 25 min
From Hospital 5:57 6:09 12 min

Pozk Traval Time

27 min

Peak Travel Time

25 min

Poak Travel Time

24 min

Poak Travel Timo

28 min

Gewalt Hamilton Associatas, inc.
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2003 Traffic Study Results
Source: Mercy CON application 2003, Project #03-049

2010 Traffic Stud

¥ Results

Source: Mercy CON application 2010, Project #10-0839
Green shading indlcates where 2010 round trip travei times
are better than 2003 study resuits peak round trip times

Proposed Site to Centegra Hospital - Woodstock

Trip Tatal Round | Peak Trip Total Round Peak Round
1 Trip Round Trip Trip Trip
Thursday June 12, 2003 7am-9am Wednesday December 22, 2010 7am-9am
1 To Hospital 1% min 36 37 min 1 To Hospitat 20:43 36:44 36 min
Ftom Hospital 17 min From Hospital 16:01
2 To Hospital 19 min 3s 2 To Hospltal 17:52 33:54
From Hospital 16 min From Hospita) 16:02
3 To Hospital 20 min 37 3 To Hospital 16:51 32:50
Frorn Hospital 17 min From Hospita! 15:59
Thursday June 12, 2003 11am-1pm Wednesday December 22, 2010 11am-1pm
4 To Hospital 21 min 42 42 min 4 To Hospital 20:25 37:41 . 44 min
From Hospital -21 min From Hospital 17:16
S To Hospital 22 min 41 5 To Hospital 19:23 40:25
From Hospital 19 min From Hospital . | 21:02
6 To Hospital 22 min 42 & To Hospital 20:27 44:39
From Hospltal 20 min From Hospital 24:312
Thursday June 12, 2003 4pm-6pm Wednesday December 22, 2010 4pm-6pm
7 Ta Hospital 23 min 43 43min 7 To Hospital 20:08 48:21 55 min
From Hospital 20 min From Hospital 28:23
8 To Hospital 22 minvy 42 B To Hospital 21:58 54:57
From Hospital 20 min From Hospital 32:59
9 To Hospital 20 min 38
From Hospital 18 min
Saturday June 14, 2003 11AM - 1:30pm
1To Hospital 22 min 43 43 min
Frorm Hospltal 21 min
2 To Hospital 21 min 40
from Hospital 19 min
3 To Hospital 21 min 42
From Hospital 21 min

0-1223149v3
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2003 Traffic Study Results 2010 Traffic Study Results :
Source: Mercy CON application 2003, Project #03-049 Source; Mercy CON application 2010, Project #10-089
Green shading Indlcates where 2010 round trip traval times are
better then 2003 study results peak round trip times
Proposed Site to Centegra Hospital = McHenry
Trip Total Round | Peak Trip Total Round Peak
Trip Round Trip Trip Round Telp
Saturday June 7, 2003 11am-1:30pm
1 To Hospital 12 min 23 27 min
From Hospital 11 min
2 To Hospital 12 min 24
From Hospital 12 min
3 To Hospital i2min 25
From Hospital 13 min
4 To Hospital 14 min 27
From Hospital 13 min
5 To Hospital 11 min 21
From Hospital 13 min
Thursday June 12, 2003 7Tam-9am Wednesday December 22, 2010 7am-9am
1 To Hospital 12 min 24 27 min 1To Hospital 14:52 2830 28 min
From Hospital 12 min From Hospital 13:38 :
2 To Hospital 12 min 24 2 To Hospltal 13:39 27:06
From Hospital 12 min From Hospital  { 13:27
3 To Hespital 11min 22 3 To Hospital 11:51 23:39
From Hospital 11 min From Hospital 11:48
4 To Hospital 11 min 25 4 Yo Hospital 10:23 21:23
Fram Hospltal 14 min From Hospital 11:.00
5 To Haospital 9 min 21
Froem Hospital 12 min
Thursday June 12, 2003 11am-1:30pm Wednesday December 22, 2010 1lam-1pm
6 Ta Hospltal 11min 23 24 min 5 To Hospital 12:34 25:18 27 min
From Hospital 12 min From Hospital 12:44
7 To Hospital 11 min 23 6 To Hospital 13:57 27:36
From Hospital 12 min From Hospital 13:39
8 To Hospital 12 min 24 7 To Hospital 11:32 23:54
From Hospital 12 min From Hospital 12:22
9 To Hospitat 12 min 23 B To Hospital 11:46 26:10
" From Hospital 11 min From Hospltal 14:24
10 Yo Hospital 11 min 24
From Hospltal 13 min
Thursday June 12, 2003 4pm-Gpm Wednesday December 22, 2010 4pm-6pm :
11 To Hospital 13 min 26 28 min 9 To Hospita! 15:05 19:23 29 min
From Hospital 13 min From Hospital 04:18
12 To Hospital 15 min 28 10 To Hospitat 13:35 2707
From Hosyital 13 min From Hospital 13:32
13 To Hospital 13 min 25 11 To Hospital 15:07 29:41
From Hospital 12 min From Hospital 14:34
14 To Hospital 12 min 5 12 To Hospita! 12:39 2544
From Hospital 12 min From Hospital 13:05
15 To Hospital 13 min 25
From Hospltal 12 min

D-1223149v3




Deloitte Financial Advisory

]
e Deloitte.
111 8. Wacker Drive
Chicago, iL 60606-4301
USA
Tel: 312-486-1000
Fax: 312-486-1486
www deloitte.com

June 6, 2011

Ms. Courtney R. Avery

Administrator

Health Facilities and Services Review Board

525 West Jefferson Street, 2™ Floor

Springfield, IL 62761

Re:  Opposition to Project 10-089, Mercy Crystal Lake Hospital and Medical Center
Dear Ms. Avery:

Deloitte Financial Advisory Services LLP has been retained by Centegra Health System to
perform an independent analysis of the testimony provided by Brett Turner from Legacy Healthcare
Consultants addressed to the Health Facilities and Services Review Board at the public hearing dated
March 18, 2011 regarding the Certificate of Need (“CON”) Project Number 10-089. Mr. Turner

asserts that, because Mercy Health System operates as a fuily integrated delivery system (“IDS”), it 1s

capable of realizing significantly more efficiencies than Centegra. This testimony is both misleading

and incomplete.

To support his claim, Mr. Turner relies on the Dartmouth Atlas of Health Care which
publishes diffcrences in health care spending by Hospital Referral Regions (“HRRs”). Specifically,
he cites the fact that in 2007 Medicare paid $6,813 per enrollee in the Madison, Wisconsin HRR
where Mercy’s largest hospital facility is located compared with $9,518 per enrollee in the Elgin,
1linois HRR where Centegra’s Hospital — McHenry is located. Based on this information,
Mr. Turner implies that the reason Medicare payments are higher per enrollee in Elgin is because

Centegra is not an IDS; and in the Elgin HRR, patients are more likely to be admitted to the hospital,

spend more time in the hospital, receive more discretionary tests, see more medical specialists, and

E}Lh i IOI"'* Cl/




have many more different physicians involved in their care. And the extra care does not cause better

outcomes or improve quality of care.

We believe Mr. Tumer’s conclusion is misleading, not transparent and not complete.
Specifically, he does not disclose that the Madison HRR includes 24 hospitals of which Mercy
operates only one of those hospitals. He also does not disclose that many of those 24 hospitals in the

Madison HRR would not meet his definition of an IDS. See Table L.

The Elgin HRR, in contrast to the Madison HRR, includes only five hospitals: Centegra
Hospital — McHenry, Advocate Good Shepherd Hospital, Sherman Hospital, Provena St. Joseph
Hospital and St. Alexius Medical Center. Also, Mr. Turner failed to disclose that the Dartmouth
Atlas of Health Care shows Centegra Hospital - McHenry was the lowest cost provider of care, in the

Elgin HRR, for Medicare patients during the last two years of life.

More importantly, Mr. Tumer’s analysis completely overlooks Centegra Hospital —
Woodstock, which is located in the Rockford HRR. In 2007, Medicare paid $7,287 per enroliee for
medical care within the Rockford HRR and this is comparable to the $6,813 paid per enrollee in the

Madison HRR. The Rockford HRR includcs 12 hospitals. Sce Table I for a list of the twelve

hospitals.

By not disclosing all the data and facts, Mr. Turner’s testimony erroneously suggests that
Mercy Health System alone is the reason that Medicare costs per enrollee are so low when compared
to the Elgin HRR. While the data he has pulled is from the Dartmouth Atlas of Health Care, he has
failed to do a complete analysis and disclose the necessary facts behind the numbers he presented in
his testimony with the sole purpose to mislead the Health Facilities and Services Review Board that
the Mercy Crystal Lake Hospital would provide services to patients at a much lower cost than any of

the existing providers in the Elgin HRR. Thereforc, we believe his testimony and analysis is




misleading and incomplete to conclude that the Mercy Crystal Lake Hospital would provide care

more efficiently than Centegra Hospital - Huntley.
Respectfully submitted,

By: @J C;,h °Q’\
-

Richard Lee Piekarz
Senior Manager, Deloitte Financial Advisory Services, LLP




TABLE I — Medicare Reimbursements per Enrollee by Hospital Referral Region (“HRR”)

Elgin

Hospitals Included
Advocate Good Shepherd Hospital

Centegra Northern [L Medical Center - McHenry
Provena St loseph Hospltal

Sherman Hospital

St. Alexius Medical Center

Overall

59,518

Payment per Enroliee
Medicare Part A

$5,474

Medicare Part B

$4,053

Rodiford

Centegra Memorlal Medical Center - Woodstock
CGH Medical Center

FHN Memorlal Hospital
Katherine Shaw Bethea Hospital
Kishwaukee Community Hospital
Mendota Community Hospital
Mercy Harvard Hospital

QSF St. Anthony Medical Center
Perry Memorial Hospital
Rochelle Community Hospital
Rockford Memorial Hospital
Swedish American Hospital

57,287

54,024

$3,263

Madison

Beaver Dam Community Hospital
Beloit Memorial Hospital

Boscobel Area Health Care
Cotumbus Community Hospital
Divine Savior Healthcare

Edgerton Hospital & Health Service
Fort HealthCare

Grant Regional Health Center
Memorial Hospital of Lafayette Cty
Mercy Health System

Meriter Hospital

Mile Bluff Medical Center
Moundview Memorial Hospital & Uinics
Recdsburg Area Medlcal Center
Richiand Hospital

Sauk Prairie Memorial Hospital

St. Clare Hospital & Health Services
5t. Joseph's Community Health Services
St. Mary's Hospital - Madison
Stoughton Hospital Assaciation
The Monroe Clinlc

University of Wisconsin Hospitals
Upland Hills Health

Watertown Memorial Hospital

56,813

54,055

52,754

Source: The Dartmouth Atlas of Healthcare




a Deloitte Financial Advisory

. e OI e Py Services LLP
111 5. Wacker Drive
Chicago, L 60606-4301
USA
Tel: 312-436-1000
Fax: 312-486-1486
vawve.deloitte.com

June 6, 2011

Ms. Courtney R. Avery

Administrator

Health Facilitics and Services Review Board
525 West Jefferson Street, 2" Floor
Springfield, IL 62761

Re: Opposition to Project 10-089, Mercy Crystal Lake Hospital and Medical Center

Dear Ms. Avery:

Deloitte Financial Advisory Services LLP has been retained by Centegra Health System to
perform an independent analysis of the testimony provided by David M. Eisenstadt, Ph.D. from
Microeconomic Consulting and Research Associates Inc. addressed to the Health Facilities and Services
Review Board at the public hearing dated March 18, 2011 regarding the Cestificate of Need (“CON”)
Project Number 10-089. Mr. Eisenstadt was retained by Mercy Health System to comment on (1) the
general benefits of competition in the delivery of hospital services, (2) whether a nced cxists for
additional competition to Centegra’s present two hospitals, (3) the competitive impact to Centegra’s
current hospitals if Mercy-Crystal Lake is awarded a CON to build its proposed facility, and (4) whether
there is a greater need for additional competition in the servicc area of the proposcd Centegra Hospital-

'
Huntley or the service area of the proposed Mercy Crystal Lake Hospital.

Dr. Eisenstadt’s testimony lacks sufficient evidence and analysis to support his conclusions.
Dr. Eisenstadt’s testimony confirms, however, that it is Mercy’s intention to fill the proposed Mercy

. Crystal Lake Hospital with a majority of the cases coming froin Centegra’s two existing facilitics.
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I. Alleged Benefits of Competition

Dr. Eisenstadt’s states that an analysis of the benefits of competition is relevant to the CON
process because of the “impact on total health care expenditures in the facility and community,” but he
presents no evideuce or analysis of total expenditures or what their impact would be on the facilities or
communities. Without such evidence and analysis, Dr. Eisenstadt’s statement on alleged benefits to

consumers is not supported.

11. Alleged Need for Competition

Dr. Eisenstadt states that there is a present need for additional (new) hospital competition in the
services areas of Centegra’s two existing hospital because each hospital has the largest market share in its
respective PSA and combined PSA and Secondary Service Area (“SSA™). Of course, many if not most
hospitals would be expected to have the largest share in their own PSAs and SSAs, but Dr. Eisenstadt
makes no comparison of Centegra to other hospitals in the state. Again, Dr. Eisenstadt’s statements are
not supported in his testimony. Moreover, the Review Board has no criteria that a certain share held by

any cxisting hospital in its PSA or combined PSA and SSA is justification for a new hospital in the same

area.
I The Impact of Mercy - Crystal Lake

Dr. Eisenstadt offers no evidence or analysis to substantiate his assertions that the share of each
of Centegra’s existing hospitals in their respective PSA or combined PSA and SSA give it the power to
raise prices and that a reduction in their respective market share would lower prices. Also, Dr. Eisenstadt
fails to address the issuc that Centegra does not control the reimbursement it receives from Medicare or
Medicaid and has little to no influence on prices with commercial payers. Dr. Eisenstadt says his
conclusion is derived from a “model of oligopoly pricing” but he does not describe their model, nor does

he establish that Centegra is an “oligopoly.” Dr. Eisenstadt does not address the adverse effects that




reduced revenue to Centegra would have on its ability to provide key services to the community, many of
- which services are-already being-provided at a financial-loss to Centegra, such as mental-health services;- -
inpatient rehabilitation, and free community health screenings. Dr. Eisenstadt’s conclusions lack the

support necessary to demonstrate that additional competition created by the entry of Mercy Crystal Lake

Hospital would benefit payers, employers or patients.
Iv. Alleged Comparative Need for Additional Competition

Dr. Eisenstadt’s final analysis of the relative need for additional competition and his counclusion

that residents of Crystal Lake would benefit more from a new hospital than the residents of Huntley again

lacks supporting evidence or analysis.

V. Conclusion

Dr. Eisenstadt’s testimony lacks sufficient evidence and analysis to support the conclusions that
consumers are likely to benefit more from the choice of an additional hospital. In addition,
Dr. Eisenstadt’s testimony confirms that it is Mercy’s intention to fill the proposed Mercy Crystal Lake

Hospital with a majority of the cases coming from Centegra’s two existing facilities.

Respectfully submitted,

By: @J\ O/)J» N
7

Richard Lee Pickarz
Senior Manager, Deloitte Financial Advisory Services, LLP




Hammes Company

18000 West Sarah Lanc, Suite 250
Rrookficld, Wiscoensin 53045
Tel 262 792 5900 Fax 262 792 3620

June 3, 2011

Courtney Avery

HEALTH FACILITIES AND SERVICES REVIEW BOARD
525 West JefTerson Street, 2™ Floor

Springfield, IL 62761

RE:  Mercy Crysial Lake Hospital and Medical Center
Project No. 10-089

Dear Ms. Avery,

Hammes Company is the project manager for the proposed Centegra Hospital Huntley. We are also the
Project Manager for two Illinois projects currently under construction: the Elmhurst Memorial Hospital in
Elmhurst, Hlinois and the Little Company of Mary Hospital Expansion in Evergreen Park, Illinois. 1am
the Vice President and Senior Project Manager for both of these projects and 1am also very familiar with
other recent replacement hospitals, including Silver Cross Hospital, Sherman Hospital and Adventist
Hospital - Bolingbrook. Hammes Company has completed over 25 projects in lllinois over the past 17
years, but more importantly we have lead the effort in preparing both the budgets and schedules for these
projects, which were included in the Certificate of Need Application. We have the first hand experience
as to what it takes to navigate the complexities inherent to large healtheare projects in 1llinois. Thave
been asked to evaluate and offer an opinion, based on my experience, concerning the reasonableness of
the Merey timeline that projects a start date for construction in calendar year 2011 and 30 months to
complete the project following Certificate of Need approval.

In order to formulate such and opinion, I have reviewed materials including, but not limited to the
following: The Mercy CON application, timelines applicable to the 5 projects (all of these projects
presented timelines of between 5 to 6 years, and two of these projects required extensions from the
HFSRB) completed or under construction in Illinois and reference above, and various statements made by
Mercy Health System in regard to their claimed construction start date in calendar year 2011.

Based upon my review of these materials and my knowledge training and over 30 years of experience in
the field, and being a registered architect, it is my opinion that the timeline projected by Mercy Health
system is wholly unrealistic. This opinion is based on the following:

Public Approvals

- Mercy has not submitted site plans for approval from the City of Crystal Lake for either
planning & zoning approval or building permit;

- The Mercy CON application includes only 16.71 acres which we suspect is not enough land
for this project. We are aware, based on public documents, that Mercy Health System
Corporation, Inc, or other affiliates, have acquired additional land adjacent to this site. It can
be anticipated that a rezoning or Planned Unit Development will be required in addition to
plats of consolidation, potential vacations and easement modifications as well as map
amendments;

BOSTON CHICAGO [DALLAS DENVER HOUSTON LOS ANGELES MADISON MILWAUKEE
NEWPORT NEWS NEW YORK ORLANDO PHILADELPHIA PORTLAND RICHMOND SEATTLE WASHINGTON D.C.
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Hammes Company

The site borders Route 31 which is under state of Tllinois ‘IDOT’ jurisdiction and will most
probably require a traffic study (which cannot begin until school is in session — Fall 2011).
These studies, negotiations and final design approvals will need to be completed prior to
construction start. A temporary access could be obtained, but the project will be at risk prior
to a final approval,

Since the CON has not been submitted, the IDPH has not yet reviewed the documents, this
should be done prior to construction start;

Storim water management, DNR and other environmental agencies will need to review and
review the plans prior to construction

Architecture, Engineering and Construction

Mercy has not indicated if they are currently proceeding with detailed architectural
documentation. Assuming, based on the plans in the application, they have completed
schematic design; they will still need to complete design development and at a minimum
construction documents of the structural system in order to start construction. For a 356,173
gsf building this will take between 4-6 months at a minimum;

Mercy has not indicated how they will award construction for this praject. This decision will
affect the time needed to prepare documents, and to what level of completion prior to
construction. In the current market it is highly desirable to create the greatest competitive
advantage in bidding — this is achieved by having complete and accurate information for
bidding;

Completion of schematic design, design development and construction documents for project
of this size will require at a minimum 12-14 months bascd on experienced Illinois healthcare
architects 1 have spoken with;

Construction for a project of this size will require between 26-30 months 1o obtain a
certificate of occupancy. Additionaily between 3-4 months will be needed for commissioning
inspections by local building officials and IDPH. An inexperienced team runs the risk of
delays in approval due to lack of knowledge or familiarity with state requirements.

Project Move-in, Training, Inspections and Close-out

Since Mercy does not have a significant inpatient presence in this market, they will need to
hire, train and deploy a large workforce into a new facility. Adequate training is essential and
based on our recent experience the time needed is between 4-6 months once the building has
been certified for occupancy.

Based on our experience in this market and other regions of the country, we find this proposed
schedule, including the suggestion that construction will begin in 2011, to be unrealistic. It does not
allow for any timeline for delays in public approvals, adequate construction tiine, adequate inspection
and commission, and necessary time for training and move-in.

Best Regards,
HAMMES COMPANY

. David J. Connolly
Vice President




K&l Gates ur
K& L ' GAT E S 70 West Madison Straat
Suite 3100
Chicaga, Il B0602-4207

T 312,372 waw kigates.com

June 6, 2011

Daniel J, Lawler
D 312.807.4289
F 312.327.8114
daniel lawler@klgates.com

Ms. Courtney R. Avery

Administrator

Health Facilities and Services Review Board
525 West Jefferson Street

2nd Floor

Springfield, IL 62761

Mercy Crystal Lake Hospital & Medical Center
Project No. 10-089

Dear Ms. Avery:

Our firm represents Centegra Health System, Centegra Hospital-McHenry, Centegra
Hospital-Woodstock and Centegra Hospital-Huntley. This submission is made.on their
behalf in opposition to the application of Mercy Crystal Lake Hospital & Medical Center,
Project No. 10-089 made by Mercy Alliance, Inc. and its affiliates {collectively “Mercy™).

At the public hearing for Mercy’s project on March 18, 2010, 1 submitted oral and
written statements relevant to Mercy’s background and character. This letter addresses the
responses of Mercy’s General Counsel, Mr. Ralph Topinka, and its Vice President,

Mr. Richard Gruber, to my public hearing statements.

My statements related to the fact that the last time Mercy filed an application for a
new hospital in Crystal Lake, three people connected with that application were indicted
including Merey’s contractor, Jacob Kiferbaum, and its attorney, Steven Loren. The third
person was Stuart Levine, the State Board’s Vice-Chairman. All three pled guilty to a
variety of crimes to which they were co-conspirators. Levine and Kiferbawm confessed that
Levine agreed to influence the Planning Board to approve Mercy’s application in exchange
for an expected million dollar plus kick-back from Kiferbaum’s construction contract with

Mercy.

Public records, including court documents and swormn statements, suggest that
Mercy’s CEOQ, Javon Bea, and its Vice President, Mr. Gruber, knew that Kiferbaum would
use his influence with Levine to obtain Planning Board approval of Mercy’s CON
application. Mr. Gruber himself has given a sworn statement that he met with Levine and
Kiferbaum in February 2004, and was told by Levine that Kiferbaum was a man of integrity
and that Mr. Gruber could trust him.! Merey’s application was pending before the Planning

! "Defendant Mercy Crystal Hospital and Medical Center, Inc.’s Response to Plaintiffs’
First Set of Interrogatories filed in Northern Hiinois Medical Center v. Illinois Health

C1-9213400 v3
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Ms. Courtney Avery
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Page 2

Board at this time. In addition, in March 2004, Mercy’s registered agent, Herbert Franks,
and its lobbyist, Mike Noonan, said that Levine personally met with Kiferbaum and Mercy’s
CEO to reassure Mercy’s CEQ that Kiferbaum could “get things done.” Also, transcripts of
FBI wiretaps show that after the Planning Board approved Mercy’s CON, Mercy’s attorney
Steven Loren told Levine that on April 21, 2004, “Javon knows that he stole, he said he’s at
second base.” That same day, Kiferbaum called Levine and told him that Javon Bea said
“Stuart was masterful” and “we would never ever would of gotten’ this.” Kiferbaum said
Javon Bea knows “how to play the game.”

When confronted with this evidence at the public hearing on March 1§, 2011, Mercy
could not refute it. Instead, its representatives shifted focus away from the 2004 scandal to
their 2008 Malcolm Baldrige award. Mr. Topinka stated at the public hearing:

“The government investigated what happened seven years ago.
They have said publicly and expressly that Mercy Health
System and no one in Mercy Health System had involvement
in what went on, and I can tell you, in 2008, when the President
of the United States and the Department of Congress awarded
Mercy Health System the Baldrige Award, the highest quality
award in the United States, that they knew that our Executive
Team was good enough for the United States government and
the President of the United States, and we firmly believe it’s
good enough for the state of Illinois.” (Transcript of public
hearing on March 18, 2011, Project # 10-089 at pages 107-
108.) :

Both Mr. Topinka and Mr. Gruber referenced an unidentified government statement
that purportedly absolved Mercy of culpability in the kick-back scheme. While it is true that
Mercy and its executives were not indicted in the kick-back scheme along with Kiferbaum
and Levine, the evidence shows that Javon Bea and Richard Gruber met with Kiferbaum and

Facilities Planning Board, Case No. 04-MR-106 (“Case No. 04-MR-106") Circuit of
McHenry County, Hlinois; Attachment 1 hereto.

2 Certified Declaration of Pamela Davis filed in Case No. 04-MR-106; Attachment 2
hereto.

3 Transcript of Levine-Loren call, April 21, 2004, 8:03 p.m.; Attachment 3 hereto.

4 Transcript of Levine-Kiferbaum call, April 21, 2004; 8:33 p.m.; Attachment 4 hereto.
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Levine and were told by Levine that Kiferbaum could be trusted and could get things done.
The evidence shows that Mercy hired Kiferbaumn for his influence with Levine. Whether Bea
and Gruber knew the full details of how that influence was exerted is beside the point.

The evidence I submitted at the public hearing of Mercy’s connection to the
successful attempt of Kiferbaum and Levine to obtain a permit for Merey Crystal Lake
Hospital came from the mouths of Mercy’s own: Mr. Gruber’s sworn statement; recorded
phone conversations of Mercy’s contractor and its lawyer; and the statements of Mercy’s
registered agent and lobbyist. Consequently, when Mr. Topinka responded to these
statements by saying that “people can say whatever they want” and it is “sometimes
inaccurate, sometimes wrong”, he is impugning Mr. Gruber’s own sworn statement, among
others. Similarly, when Mr. Gruber responded by saying the evidence was “outrageous” and
“patently false,” he was referring to evidence that included his own sworn statement.

Character counts. Iurge the Review Board to consider its statutory mandate to give
“particular regard to the qualification, background and character of the applicant” (20 ILCS
3960/6) and to deny Project No. 10-089, Mercy Crystal Lake Hospital and Medical Center.

Respectfully submitted,

L

Daniel J, Lawler

K&L GATES LLP

70 West Madison Street

Suite 3200

Chicapo, IL 60602

PH: 312.807.4289

FAX: 312.827.8114

Email: daniel.lawler@klgates.com




03709705 16:27 P.O42/016

THE CIRCUIT COURT OF THE NINETEENTH JUDICIAL CIRCUXT
MCHENRY COUNTY, [L'rj,moxs

NORTHERN ILLINOIS MEDICAL C]ENTE’R1
MEMORIAL MEDICAL CENTER, Euﬂ
CENTEGRA HEALTH SYSTEM, l

Plaintiffs, i
!
ILLINOIS HEALTH FACILITIES PLANNING
BOARD, ILLINOIS DEPARTMENT OF
PUBLIC HEALTH, MERCY CRYST.

LAKE HOSPITAL AND MEDICAL CENTER,
INC., MERCY HEALTH SYSTEM
CORPORATION, ELI L. BEEDING JR., and
THE BEEDING GROUP,

Y.

Defendants. l
PEFENDANT MERCIY CRYSTAL LAKE

e e e L NS N N N

. 04-MR-106

HOSPITAL AND

MEDICAL CENTERJINC.'S RISPONSE [T'O PLAINT[FFS'

SET OF INTERROGATO

Defendant Mercy Crystal Laks romual and Medma'l Eenter, Inc. states as ifs responscs

fo the Plaintiffi’ First Set of [nterrogatorivs os follows: ' i
L f
1 T

l nterrggatorle ' ]

1. State whether eny dmecl?r officer, cmployeé ftormey or agent of Mercy Crystal

Lake Hospital and Medical Center Inc.,
Inc. had any communication with Smart Levine reloting i u1

Mercy Heulth Syslem Corporation or Mercy Allizoce

way to: & proposed hospital in

Cryatal Lake, Illinois; Jacob Klferbaumz; Kiferbaum Cans tion; Nicholas Hurlgen; or Bear

Stearns & Co. during the period Junuary: 1, 2003 to the prcs

If so, statc as to each such

comumunication the date, the name and address of each pergom who was a participant to the

ANSWER: Other than oom.rJumca! ions to the Iﬁjlmi

. communication or present during any sach commmusanon. ind the substancs of what was said.

is Health Facilities Planning

I
Boaud, defendant knows of only one coxlnmunican'on invcli»iqg Stuart Lovine and an employee of

i : .
defendant. In or about February 2004, | arcy employee Rm!h Gruber had a brief conversation

with Stuart Levine and Jacob Kiferb Klfcrbnum Lnfroducod Levine and Gruber to each

I ]
|
I

H
i

il

CHISS 4434546-1.065323.0018

v e
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ofher, and Levine told Gruber that Kifefbaom was a man of fateprity and that Gruber could trust

i
him, or words to that effect. Gruber replied that he was impressed with Kiferbaum’s
' i .

construction company, or words to that
[

during this conversation. &
1

2. State whether any director, officer, amployee,

effect. Oruber, Lovige, and Kiferbaum were present

, aftorney or agent of Mercy Crystal

. Lako Hospital and Medical Center Inc.; Mercy Heulth Syste;n Corpordtion or Mercy Alliamce

Innc. bad any communication with Thomas Beck, Michael Mfalek, Fortunes Massuda, Arnarnarie

Ca’rrie-\’od(, Danalyn Ries, Imad A.hngnuseer or Pamela O{rrc!auug tnany way to: a proposed

l

hospital in Crystal Lake, [llinois; Jacnt] Kiferhanm; Krferbamm Construcnon, Nicholas Hurtgen;

or Bear Stearns & Co during the period January {, 2003 through April 21 2004. If so, state 15 to

each such communication the date, theiname and address off P:ach petson who was a participant to

the communication ot present during any such communicat]
1 - .
i

said.

n, and the substance of what was

ANSWER: Other than comxinunicnﬁons to the Hitdois Health Facilities Plarming

Board, defendant knows of no such communicatitm

3 State whether Herbert quks or Mike Nuonll

J

1 had any commuaication with

, employee or agent of Edward

Pamela Meyar Davis or William Kottnmn or any other nfﬁv

Hospital between Jaouary 1, 2004 an 'Apnl 21, 2004 my{h

th any of the following was

i
mentioned: a proposed hospital in Crys.tal Lake, linois; a'pt
' .

Mlipois; Jacob Kiferbaum or Kiferb 1 Construction; Stuzimt !

posed bospital in Plainfeld,
‘Levine; or the llinois Health

nication the date, the name and

Facilities Pla.nnmg Board. If so, statc 13 to each such co!

I
!;

sy

l
i
I
!
CHISY 4a34546-1 06AIZS OLA : ’
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l

-address of each person who was 2 participmnt to the comnamication or present during any such

communication, and the substance of whial was said.

|
ANSWER: Defendants object to this interrogatory becanse it secks information
covered by the attomey work pfoduct doctrine and attomey-clicnt privilege. Subject to these -

objections, defendant knows of no such communication.

Dated: March 9, 2005 i
' Respectllly submitted,
Mercy | stal Lake Hospital and Medical
Center, Inc.
& i 2 Q
1!
By:
One c}F its attdmeys
Steven H. Hoeft . E
Brett R. Johnson | _ !
McDermott Will & Emery LLP i
227 West Monroe Street :
Chicago IL 60606 !
(312)-372-2000 !

W i N mETEAI L e it A amas o e emy

- i r— -

CHITY §434545-1,056329,0018
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CERTIFICATE OF SERVICE

The undersigned hereby certiﬁesl-uuder penalty of pérjury under the laws of the State of
Dinofs that, on March 9, 2005, he caused to be served on (e person(s) Uisted below in the
I y ncl
manner shown Defendant Mercy Crystal [.ake Hospital A N_Iedical Ceanter, [ne.’s Response To

. . l
Plaintiffs’ First Set Of Interrogatories; . ]
' |

' |
Mr. Jeffrey R. Ladd David G. Phoonix
Danijel J. Lawler Thomas C, Zanck | :
Lawrence M, Gavin Militello Zanck & Coeh PC i
Bell Boyd & Lloyd 40 Brink Strect A :
Three First National Plaza Crybu] Lake, IL 60014
70 W. Madison - Suite 3100 3 4
Chicago, IL 60602 : - :
: bt |
Katherine H. Laurent MrEii L, Beeding, J r'.j
Asgistant Attomey Genera) TheBeeding Clroup '
Office of the Attomey General 7488 County Road 3 .
General Law Bureau Muible, CO81623 ¢
" James R. Thompson Center : o
. 100 W. Rendolph — 13th Floor i 3
Chiougo, IL 60601 }g iy
(312) 814-3327 | N
:.' 1 o i
f Unn!égd States*Mail, Firt Class i
' i
a By Lélesseuger i:? :
a - By Qf:vcmight'Dclivery ;
. ; . E |
® By#écsimile! : !

. . [H
Dated at Chicago, Wlinois, this 9th day of Murch, 2005.
. | i

I
;1

(Rt .

. CHIW dAMS4G-1066T30018 - i i R
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LRIFICATION

| B -
L Richard Grubier, being Grst dvi/ swom:ou oath, state the [ am a Vice President of
b

Mercy Health System Corporation, auﬂ1 rized for Uie purpose of executing this docurment on .
behalf of Mercy Health System Corpm;' o, tha.f 1 do not have personal knowledge of all the

! .
facts recited in the foregoing documcm,:rxnd that'certain statements and information made herein

have been collected and made available.fo me by counsel and employees of Mercy Health

" System Corporation and others; and bas:g,d on this information, in addition to my plersonal

. H
knowledge, [ certify on behalf of Mercy L—(ealth System Corporution that the answers mede

.
.
'|

3
|
t
4
!

herein nre true and correct.

STATE OF WISCONSIN |

. 2.
) ss
:‘ )

ROCK COUNTY

~ i

H . R
‘ On _frapeld "I?eoére me, ?-! 1o \a 'T:)'Q-\W Ifd? , Notary Public,
personally appeared Richard Gruber, persooully known to me to be the person whose natme is
subscribed to the within instrument and feknowledged to me that helshe/ executed the same in
hiser guthorized capacity, and that by Histher signature os the instrument the person, or the
entity upon behalf of which the person asfted. executed the instruraent.,

WITNESS my hand and official seuf.

CHI) 4414546-1.066323.0018

03/08/0% 16:28 P. 016/ 016




CERTIFIED DECLARATION OF PAMELA DAVIS

I, PAMELA DAVIS, decfare under penalty of perjury under the laws of the

United States of America that the following statemments of fact are true and correct:

1, I am over eighteen years of age. | have personal knowledge of the fais

stated in this declaration and | could testify competently to such facts.
2, Since 1988, | have been the-President and Chief Executive Office of the

Edward Health Services Corporation (EHSC), the parent of Edward Hospital (EH).
3. In November 2003, Edward Hospltal filed a parmit applicalron Certifi cate

ot Need {CONj}, with the Hlinois Health Faculmes Plannrng Board to establish a medicai

office building (MOBY) in Plainfield, INlinois. ‘

4. On Janeary 6, -2064, ! met with-Mr. Hurigen of Bear Stearns, He said he
was politically. connected to the liiinojs state government and can “get th':ings done.”
Hurtgen further told us that Stuart Levine and the Hlinois State Facilities flanning
Board Chairman Thomas Beck would &ecide the fate of both Edward’s application for
a permnit 1o construct a new hospitat in Plainfield and Mercy's in Crystai Lake. He told
| us to use Kiferbaum’s construction company or the Edward CON would not be
approved.

5. 1 me-t with Herbert Franks and Mike Noonan.on or about Ma;ch 17, 2004,
They were assisting Mercy Hospital in seeking to obtain approval of Mercy’s Crystal

Lakes hospital construction permit. They told me that i should hire Kiferbaum to

construct the new Edward facility, because Kieferbauin wielded influence with 2-3

Attachment 2




mefnberS'of the State Board. They said that for the Mercy broject, Board member

Levine had personally met with Kiferbaum and Mercy’s CEO to reassure the Mercy's

CEO that Kiferbaum could “get things done.”
6. On orabout Aprit 19, 2004, | met with Jacob Kieferba_um at the Egg Shell

Café in Deerfield, Winais. Kieferbaum said that he was good friends with Levine and
with five of the. existing Board members; that the Mercy construction waould be

' approved at the Board meeting of April 21, 2004; and ﬁ%at if we did not use
Kiferbauny's com;:;any. the Certificate of Need to build the new Edward Hospital in
Plainfield wc;uld nol be approved by the Board. Stuart Levine and Nich-olas Hurtgen
were also at the Egg Shell Café although they were seated at aﬁother table. Mr.

Levine walked over to our table. He said that | could trust Kiferbaum and that

Kieferbaurn's word was good.

FURTHER THE DECLARANT SAYETH NOT.

LN ]

: @aw " m%w- Lk

Eecuted an March 4, 2005 -
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DATE:
TIME:
ACTIVITY:
CALL#:

" SPEAKERS:
LEVINE:

LOREN:

LOREN
LEVINE

LOREN

LOREN

LEVINE

LOREN

LEVINE

LOREN

LEVINE

LOREN

LEVINE

4/21/04

8:03 p.m.

Home Telephone 1 outgoing to (847) 432-0498
329 . .

Stuart Levine
Steven Loren

* * * *
Hi.
You have no idea.

Let, let me get this on the other phone;
one second.

{PAUSE)
Hi.

Uh, from the minute, from the minute I
walked in there uh, Beck, Beck, Beck
wanted to resign uh, uh, he, and, and,
and uh, ih, ih, ih, because see there's,
there's much wmore here then uh, than uh,
meets the eye because bther people had
been promised that this wouldn't happen.

Mm hm.

And uh, and um, and of course no-,
nobody, nobody. knows that it's me. And
nobody really knows that it's Tony for
the reason that it's Tony.

Right.

And, and um, uh, I kept the whole thing
together boy, and Beck's- not resigning.

ch a-, after the hearlng itself it
wouldn't of been hard for anyone who was
‘present to see that you were the one who
moved this.

Well, but I had no choice.

Attachment
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LOREN

LEVINE

LOREH

LEVINE

LOREN

LEVINE

LOREN

LEVINE

LOREN

LEVINE

LOREN

I, I understand'that..

But I mean, but I mean but all through
the whole day and, and, and I took Beck
over to Tony's and now Beck's not
resigning. :

Mm hm.

I mean I kept the whole, you know uh,
but uh, but oh what I fuckin' thing.
Oh, he threatened to resign over this?

No he was, he, he didn't want it to take
place. Tony.and I both decided we

‘wanted, I like getting things done. And

he, he wanted all the hospitals up in
the same time.

Right.

Now, I .mean Mercy is not Bdward's
problem so you know I mean uh, uh, I
mean uh, uh, and you know, he thought,
he thought it got uh that the Board
would look uh, foolish uh, giving it to
uh, to uh, uh, uh, Mercy with uh, uh,
you know uh, given the uh, the, the _
staff findings uh and uh, that there was
you know no, no chance for real cover.
And another problem is that, that
there's really no contrcl over the staff
because. ..

(UT) .

The staff doesn't report to the
Executive Director. But that's all
going to get cured now. Now that I see
Tom's problems, I'm gonna get those
cured. But um, uh, but uh, tell me do
yvou think the other hospital systems in
McHenry could successfully keep you out
with litigation? )

Well, Centegra approached uh, Javon.
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Mm hm.

And you know the President of Centegra
who was there uh, said that he thought
his Board was going to bring some kind
of challenge and Javon volunteered and

_they're going to get together one day,

not next week but the week after, to try
and see if they can work out:their
differences and Javon -was saying you
know that this, this market's large
enough for both of us and all you're
going to do with litigation is alienate
yourself from the Board in the future so
why would you want to do that. Maybe
they can work something out.

Well that was, that was interesting that
uh, that he took it upon himself to say .
I'm the strong man. Of course he was
that day.

Right.
Uh, but...

But he, he's also, you know the, the guy
from Mercy is pretty polished and to the
extent he can work something out.

Well I, I, that, that would be, that
would be very smart and very good. TUh,
um, ...

Now, now the, the other uh, you know
Centegra can bring a lawsuit, but the
lawsuit wouldn't be against the Board it
would be against uh, more, more likely
would be against uh, Mercy under the
fact that the CON shouldn't of been
issued which 1s kind of screwy
procedural issue.

Well now my, my only point is the, the
thing would be delayed in getting built.

Right.
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I don't give a shit about the rest.
{laughs)

"~ Well Ja, Ja, Javon knows that he stole,

he said he's at second base.

Ah, he, he understands what we got
pulled off fer him? The magnitude of
it.

Ah, he, he, he's no dummy. You know
what he was really upset about?

Mmmm .

He had been promised up and down the
wazoo that he was going to get the
support of the uh, those 2 women...on,
on the theory that the unions were
helping him out. You know both Rice and
Orr and uh, Orr, Orr, Orr got up to
leave just fcause she didn't want to be
there for the vote.

Uh, well that she, so uh, who's he work
with, with the unions?

Balanoff.

Helwofked with Balanoff?
éomeone did for him.
Wwell...

{(UI) Victor.

Oh I see. Well I, I hope that Javon is
going to complain loudly.

tUh, he probab-, well, I, I think he also
appreciates that the last thing that he
and Mercy need is any kind of spotlight.
So I don't think he's going to go, I
think he's going to try and work
something out quietly. ‘

Oh that's good. Well that's good. But,

4
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but he understands the magnitude...

Yeah,

0f what was done con the, on that Board
by me today. :

He does. 1In fact he_said he can't
believe that you did what you did on
their behalf.

{PAUSE)

Uh, I didn't do it on their behalf.
{laughs)

Well...

Why, but why, why, well, he, I'm sh-,
that's good, it's goed, it's good that

- he thinks that because he uh, uh, uh, he

um, um, uh, thinks that uh, that for
some reason  I'm just doing it for Jacob.

Pam uh, out did herself.
She is, what an arrogant bitch.

(U1).

What an arrogant bitch. Can you imagine
walkin' out that she still had to come
back. You know what she is absolutely
appalled that she didn't get her CON
today. I mean she just can't believe
it. T mean she came in to get her CON
and they didn't give it to her. She is
fuckin' nuts.

She is what she is. Now is she going to
get hers in June?

No.
(1éughs)

She's not going to get shit. Because
uh, uh, um, the, the Adventist are going

5
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to get it there. She's fucked.

Now what's Ladd going to do?

.Regarding? Oh, he represents the

Adventist. He's getting. (UI).
He repregents Centegra too.

Yeah I know but uh, he can't have
everything. He, he, he got, he, he uh,
got fucked here, but he's going to, his
client will get the Bolingbrook
Hospital.

Well, can someone communicate to him
that Bolingbrook won't happen either if
he can't...

No because- it don't work that way.

‘oh.

Well we'll see. We'll see, we'll see,

.we'll see, we'll see.

Well I just cannot believe that that
woman got up and walked out.

Uh, did you see what Beck did? (laughé)
Mm hm.
{sighs)

Now there, there obviously is not much
inter-action or coordination amongst
those Board members.

oh this, this, this was a little bit,
they did not want to do uh, uh, I'll,
the problem was...

They didn't want to take one hospital
out of turn.

Exactly. And they, they were bent out
of shape about it, but, but uh, when

6
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push came to shove there it was.

Mm hm. What did you have to tell, say
to uh, that one doctor you uh...

oh no this was, Beck uh, uh, Beck didn't
want to vote for it-unless he had to.

Mm bhm.
8o he passed. 806 you had, you had three
votes, three passes and three no's. If
Beck didn't want to vote, if he voted

yes and, and.the other guy voted no we
would of lost and that would of been it.

Mﬁ hm.

He wanted to know what he was going to
vote uh, um, uh, because if, if, if the
other quy was going to vote no, Beck
would have made a move to, to have it
deferred.

Hasn't Anne Murphy ever said anything to
any of you about uh, these side bars?

Fuck her she thinks she's powerful to
stop it? I had a deal to close.

(laughs)

Please. She, sh-, she tried to help a
little bit you noticed.

Oh she definitely did.

and that other idiot, wait 'til I finish
with him. He, he, he hasn't got a clue
and all of a sudden he‘s makin' a speech
why they shouldn't expect to get a CON.
Bnd I'm sittin' there waiting to vote it
in. (laughs) I don't know, I Can't
imagine what it lock like from out there
with a, with Beck comin' to talk to me,
and my goin' to talk to the other guy.
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well it, it, it looked like there was
orchestration going on.

tooked like there was a shoe hitting
gomebody over the héad. Could you, did,
did you ever in your life see a vote
stop in the middle? ' '

No, no.

Neither did I.

Uh, now it, it made no difference, you

know the, the, the basis that Mercy put
out on the record there was some COmMmMON
senge to what they were saying.

Tt is a, it is a legitimate CON.

Right.

Uh, uh, you know so the uh, the, uh, uh
where they getting the physicians from?

_They bringin' 'em all in from Wisconsin?

I have no idea. . They're probably coming
from Guadalajara as we speak. (laughs)

. {laughs)

(1) . .
{laughs)} ©h Lord.

I, I finally figured out though when I
met Herb Frank how the whole thing fell

~ into place.

When you met who?
Her-, Herb Frank...
Oh.

Is good friends with Izzy .Levy.

Right.
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And Herb Frank représents Harvard
Hospital and Harvard got acquired by
Mercy. .

I see,

.80 I, I'm assuming that Mercy probably

went to Herb Frank and said can you, can
you, can you find out how we can get
somebody on the,. on the uh,...

Ng, no, uh,...
And then the thing with the JUF.

No, no, that, that's, that's exactly how
it happened. They uh, they um, um,
with, that that's when it came to Jacob
and said...

They got an invitation with Izzy's name
on it and they saw you were the honor,
the honoree.

And Massuda was on the . dinner committee.

Mm hm.

Um, did you, were you there this morning
with Northwestern and Massuda?

Yeah.
Could you fuckin' believe it?

I actually thought it was kind of
amusing.

Amusing. If you want our help you, you
better let podriatrists in. I said

Fortunee, I said you must never do that
again. She said well I want Pod...I

said, I said, I said you're not here for
the podiatrists' interests...you're here
for the people of the State of Illinois.

{laughs}
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Ckay. (laughs)

Medicine at its best.

Well she, you know she's not subtle.
{laughs) Northwestern called and
complained. Meanwhile if I were them...

Called to complain...who, who'd they
call?

They called staff to complain it was a
terrible thing she did. Meanwhile when
ghe - got those three women to vote
against their thing.

Mm hm.

To me 1f they have half a brain they
would do somethin' with...she could:
cause them an enormous problem. She,
she could cause .the situation where
sometime they need a vote they can't get
it. It would be stupid on her part to
do it, but she would do it.

Yeah that's a, none of those hospitals
really appreciate that, whether they
like the treatment or not, they're at
the mercy of that Board, so why would
they go and alienate people,.

Um, well first of all Northwestern is

" Northwestern. .They worship, everybody

has to be honored that they walked in
the room. And I'm telling you that Pam
could not believe she didn't get her
CCN.

Well actually I would have thought it
would of been much more entertaining had

you given her the CON for the office
building.

That's what I wanted to do.

And not the hospital.

10
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That's what I wanted to do. Could you

imagine she said we bought this land we
had no theught of building a hospital.

Can you imagine that baldface lying

~ cunt. :

Well why don't you let her build the,
the office building.

Huh?

Why don't you let her have her, her cake
(vn) .

" I suggested, I suggested it to 'em, they

don't want to give her anything.

Well, the, they're really in a pickle
now 'cause based on what they said
today...I think they probably have to
take down that option between now and
the time, they better get an extension,
otherwise they're going to own 60 acres
of land in Plainfield with nothin' to do
with it.

Good. {chuckles) Serves 'em right.
She's responsible for this, this was a

terrible strategy. Of course um, Honey
was their lawyer.

Mm hm. ({(UI).

She's pissed. Oh, she’s pissed at me

because uh, um, um, Pam who went -around

her back all over the place because Pam
is such a fucky-doody, she knows that
uh, that um, I'm, I'm sure that Pam said
that Nick was talkin' to me. So she's,
she's probably um, uh, pissed.

Well I heard, you know I went outside
and eavesdropped.

Mm hm.

On Pam, on Pam and Honey's-convergation.

11
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Mm hm.

.I, I was around the corner.

Mm hm.

And, -and Honey was saylng you know Pam,
you can't do what you just did. &She
sald, you know, you know what I really
wanted to tell him. She said no, what
did you want to tell him. I wanted to
tell him next time I see you you'll be
in prison.

{chuckles) To say to who?

Beck.

To Beck.
Yeah.
What'd he do?

Nothing and when she, when she turned,
when she walked out and turned her back

on the guy.
He, he'd be in'prison?
Yeah, yeah.

Maybe she knows somethin' we don't.
{laughs)

(taughs) But you know she was besides
herself because you know it, .it was
embarrassing to her.

It was embarrassing to her?

To Honey.

Oh of course it was embarrassing to her.
But you know I mean uh, uh,...

So they clearly, now...look, I was
watching the body language.

12
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Mm hm.

They clearly believe that what Beck was
doin' was begging them to defer so he
could give them, give them the CON in
June.

Edwards thinke that?
Mm hm.
No. {(chuckles}

Clearly with her, that's the
expectation.

Oh they're so wrong. He was just trying
to uh, to be uh, to talk a little bit
nice. After the, after the big blow up
uh, and, well I mean everybody likes to
be a, to a, to, they cannot give it to
uh, to the Adventist, then there's only
going to be one.

Mm hm.
And Jeff Ladd represents them,
{PAUSE}

Which is the uh, oh Bolingbrook is the
Adventist. :

Yeah, the Adventist. Advocate...

I'm surprised you guys gave the
Ambulatory Care to Provena uh, today
based on what I thought were their
problems with the Board. I thought they
had a personality issue with uh, with
one of their people. '

Uh, apparently (UI).
(UI} Hospital.

Uh, uh, apparently whatever it was been
solved.

13
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You know I and, and some of these CON's
that were up today, I asked Herb Frank,
who was sitting next to me for part of
the hearing.

Mm hm.

. I said you know do, do these people have

to come in for a CON when they decide to
go from 2-ply to 1-ply toilet paper.

(laughs)

Do you have any idea of the application
fee that these hospitals have to pay?

No.

It's enormous. How much you think Mercy
had to submit for the CON application?

How much?
5100, 000.
And you know that the governor's office

had taken away from the CON Board. We
don't even have an employee.

No.

Rnyway that's, that, I'm going to clean

up. I think I'm going to clean up that

Board 50, ‘'cause it'll be easier to work
for poor Tom. I have to pitch in and be
a spokesman.

Well you have two vacancies there.

No, they're filled. Bernie Weiner.

So why, why were people not there?

Well he wasn't appointed in time to be
at this meeting.

Mm hm.
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"And the other, Orr was there,

I thought you only had eight people
there today? '

Uh, everybody was there.
Oh the Board's nine.
The Board's nine, right. (laughs)

What's going on with the other Board
appointments, you heard anything?

No we'll get into that tomorrow. That's
enough for one day.

Well, I hope you enjoyed, you know I do
not understand how anyone can expect any
of you to serve on this Board. You'know
the, the amount of work that, that, if
it's, this is done properly.

oh I, I,.

It's a full time job.

I don't, I don't do a goddamn thing. T
don't even, I don't read a goddamn
thing. If there's, if there's, if, ,if
there's, if there’'s something I have an
interest in it vwh, I mean. I, I, I don't
do anything. I don't-read a goddamn
thing unless there's a particular thing

that I gotta, I gotta bone up on a
little.

It's a full-time job.

Beck has a full-time job.

Then what is it?

Pardon?

What, what does he do full time?

No, no, Beck, he uh, Beck he[ he's a

15




0O ~JOnta B -

23
24

25
26

27
28
29
30

31
32

LOREN

LEVINE

LOREN

LEVINE
LOREN

LEVINE

LOREN
LEVINE
LOREN"

LEVINE

LOREN
LEVINE
LOREN
LEVINE

LOREN

congultant uh, uh, various, Beck's done
very well for himself because he, he was
uh, he was in the right place with the
right guys at the County and uh, he did
what he was supposed to and um, and he
came out uh, fine and he's a, he's got
some great relationships. He's like
Stricklim. :

So what did Tony think of the whole
thing today?

He don't give a shit., He wanted to make
sure that it got done. He was
grateful...

He should be royally upset that these 2
union people are, are causing problems.

He, he needs 5 votes. He has 5 votes.
So he doesn't care.

and he bad to give the union, I mean you
know they, they, they have uh, uh, the
Service Employees always had a person on

that Board.

Mm hm.

Um, ...

Well you know who, who Orr works for?

Emil, well she comes from Emil Jones
doesn't she?

No.

wWho?

She works for Ed Smith.
Oh she does.

Yeah. She works, she's an organizer for
the Laborers.

16
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Ch.

(PAUSE) N

oh well that's good to know. TI'll have
to work on that.

That's what Stricklin told me. I asked,
you know he, that, that's Ed Smith's

person. She didn't get on there by
accident.

I could, see, see, if I would of known,
I could of um, uh, I can uh, I can get
there. But they were just, Balanoff was
supposed to deliver her?

Yeah. Both of 'em, Rice too.

He failed.

She seems to be quite the uh, unpleasant
person.

Balanoff?

No, Rice.

The hig fat one?
No that's Orr.
Oh.

Rice is the (UI).

No, no, Orr, Orr is the new one. Pam

. Orr is the, is the new Board member.

The black woman.

Yeah.

oh no, no, I'm, I'm, I'm thinkin' of the
heavy set woman who was sitting next to
(U1).

Yeah she, she's uh, uh, she's a union

17
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LEVINE:

4/21/04

8:33 p.m.

Home Telephone 1 incoming from (847) 833-7300
332

Stuart Levine- ‘

KIFERBAUM: Jacob Kiferbaum

LEVINE
KIFERBAUM
LEVINE
KIFERBAUM

LEVINE

KIFERBAUM
LEVINE
\

KIFERBAUM

LEVINE

L * * *

Hello.

Stuart.

Jacob, how are you?

I'm fine. How are you doing?

You have no, I'm gonna tell you
something. Nobody, nobody could have
gotten this done but me and I'll tell
you what I mean by that.

They told me.
It'real-, it real-, it real-,...
" They told me. .

(UI) it required there was a mutiny
‘first thing this morning um one of the
Board members that didn't wanna do it..
But for reasons that uh, that uh, have
nothin' to do with specifically with
this, but because other pecple have been
promised this wouldn't happen. You know
‘uh, and, and, and, and, and of course
nobody really knows that I'm...they,
they know that I'm handling it, but they
don't know that I'm really orchestrating
it. And, and I just stay calm and you
know this and that. I mean the chairman
was gonna resign. You cannot imagine.
But it was all fine by the end of the
day. I mean all fine. They actually,
we, we, uh, the vote had to be stopped
and I had to go and sraighten people out

1
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right there in front of the entire
audience. (laughs}

I heard and I couldn't believe. I
couldn't believe it. You know and then
I heard the story about the bitch.

Oh, she wa-, you know what, she is so
fuckin' arrogant. She could not believe
that she didn't get her CON. She
actually walked out on the chairman.

I heard it. (laughs) She is, you know
what, 1f she even calls tomorrow...

Yeah.

(UI) said you know I don't want even to
get close...

No, no don't, don't even return her
calls. :

No I'm not returning calls. I have
nothing. You know she sent me a letter,
What'd she-say?

The letter sald you know after
deliberation we've decided not (UI)
services.

{laughs)

I, you know okay.

Well she got a letter today too.
Ckay.

(laughs)

But, you know but listen, I, I'm telling
you I can't thank you enough,

Well, no we're, we're in this together.

(UI) I could tell you the peoﬁle that I

2
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spend, I had dinner with all are in awe
and know that they would have never...-

Never.
{UT} anything close to it.

Um, they, they still have a struggle you
know because you know they go, the other
hogpital systems wanna sue 'em and all
this and that, but Steve told me that
Javen is a very cool guy and...

Yeah.

He said te the chairman of Centegra or
somebody said that, that, that, the uh,
Centegra Board is thinkin' of suing try
to stop 'em from happening and, and he’'s
sitting down with them because you know
he knows that it's not in his interest
80 I hope he works somethin® out.

He worked something out he's already
told...come to the side and say you know
what it's not gonna be to your benefit,
to my benefit you're gonna waste. money
on lawyers. We're gonna waste money on
lawyers. Let's figure it out. We're
building only a 70 bed hospital. We're
gonna work on, let’s divide the turf to
make sure that we don't hurt you. The
guy listened to him and he said you know
you think that you're gonna get anywhere
with it. You're not gonna get anywhere.
Apparently they've done it before in
some other gpot which it came to bite
them in the ass. So...

Well be that it may, but Steve told me
he said something I thought was very
clever, he said, why would you wanna °
Piss off this Board.

(UI) .

Meaning, meaning that he's got the Board
at the moment Javon. '
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Yeah.

At the momeng he does.

Yeah. So I mean he's a very...

Gotta make sure the thing gets built.
Yeah. Well. .. (laughs)

{laughs}

But I, I felt so bad, when I heard what
was goin' on over there and I, I got a
report afterwards I was just...

Well I mean you know listen this is,
this is...but, but uh, Ja-, nobody coculd
have kept this together because, bec-...

No doubt in my mind. No doubt in their
mind.

{laughs)

{(UX) Those idiots. . I'll tell you
something. They paid money to this quy
uh, Cruz or whatever his name. I forgot. '

Reyes. You know what, it's...

Reyes.

It's, but you see everybody thinks
that's why it was done. If it, it's,
you have no idea what a wonderful cover
it is for me. They think that the
governor told Tony to do this for victor
Reyes.

Yeah, for Victor (laughs) Reyes.

That, that's what they think. I mean
they would, I wmean uh, Tony promised
other pecple this wouldn’t happen. He
don't want them to think it's him. The
world we live in.
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KTIFERBAUM (laughs) Listen, I heard cne word,

i
2 people, you know Javon came to me and
3 sald, Stuart was masterful.
4 LEVINE : {laughs)
5 KIFERBAUM All he said is one word he was, no he
6 said Jacob I wanna let you know, we
7 would never ever would of gotten’ this.
H] LEVINE S0 I take it he's not nervous anymore.
9 (laughs)
10 .  KIFERBAUM Oh you know but it, it's nice that he
11 recognized {(UI}.
12 LEVINE No ab;, a-, a-, a-, absclutely I mean
13 he's gonna be doing business here.
14" we'll all be doing business here.
15 KIFERBAUM Yeah he, he knows how to, how to play
16 ' the game. He's not stupid.
17 © LEVINE Steve Loren told me that Javon told him
18 ' that Jacob Kiferbaum is the smcothest
. 19 _ guy he's ever done business with. How
20 T do you like that? Huh. : :
21 KIFERBAUM - {laughs)
‘ 22 LEVINE So not too bad.
23 KIFERBAUM Well I, I hope, I hope this is gonna be
24 uh, a good thing for both of ua, you
25 know we'll move on. And uh, I'm just
26 now, try to figure out how uh, you know
27 : . I heard that Bolingbrock alsoc was there.
28 LEVINE Well Bolingbrock. HNo because they were
.29 both, they both had their, their, their,
30 we, Javon was there on, because he
31 already had it denled and you get one
32 more shot.
33 KIFERBAUM Yeah,
34 LEVINE These people were up for the first time,
35 Pam and Bolingbrook and they each got
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KIFERBAUM
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KIFERBAUM
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KIFERBAUM

LEVINE

KIFERBAUM
LEVINE

KIFERBAUM

LEVINE

KIFERBAUM

LEVINE

KIFERBAUM

uh, uh, uh, turned down and they'll come
back for the second try. But only one
of 'em could get it.

Interesting.
And it ain't gonna be Pam.
Good.

Because Jeff Ladd represents the uh, uh,

Ad uh, the ad, the, the Adventist at

uh, ...
You know the mayor.

And he rep-, and, and Jeff Ladd
represents Centegra.

Y2ah.

And Jeff Ladd got fucked today, but.
we’ll make it up for him over there.

Huh. Interesting.
And there's no room for Pam.

Well I'll go and figure this whole
thing. You know my head is spinning by
trying to figure out (laughs) .who, who
got fucked and who uh, but you know the
mayor of Bolingbrook is a very good
friend of mine. He's a Republican. I
don't know if you know him Roger Claar.

Hm mm.

I, he's uh, he's a nice man I've built
in Bolingbrook like 10 million square
feet.

Mm hm.

Soc, I have very, very, very close
relaticnship with him. I contribute to
his campaign and-all the time if I ever
need anything he's always, any ground

6
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KIFEREBAUM

'breaking that I do over there and so omn.

Mm hm.

Very good relationship with him. I
haven't approached him on this thing.

You know what, you know you gotta be

" very careful 'cause Pam thinks, if she

s5ees. ..

Absolutely. No I don't want, I agree
with you. If she sees that I've joined
the other side that'll be...

No uh, well then, then, then and how,
you know (UI} but, but b-, believe me
vh, uh, .um, uh, uh, uh Tony sees an
avenue of doing business uh, with uh,
with uh, um, uh, I'm doing business with
him. And, and he's got the power boy.

Good.

And, and, and it's only, ...

I can't, ¥ c¢an't thank you enough...
it's only guaranteed for...

I know that you had to step up to the
plate more than you anticipated or I
anticipated.

but, eh, listen, y-. eh, y-, you don't
like the heat, stay out of the fire,
fire, you don’t like the heat, stay out
of, what the fuck is this, you know what
T'm talkin' about. You gotta do,
listen, we, we wanna get things done,
you do what you gotta do to get it done.
{talking in background)

I-hear you. I appreciate it.
Alright.

We'll talk.
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LEVINE

KIFERBAUM

Ckay Jacob.

Take care.
Bye-bye.

Bye.

Thank you.

Yeah. Bye.




