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Claritas that were generated using 2010 population estimates. Claritas updated its five year
projections annually to reflect market and economic changes in population estimates. For
example Claritas in 2008 estimated the five year compounded growth rate for McHenry County
at 2.4%, adjusted it down to 2.2% in 2009 and ultimately to 1.7% in 2010. The applicants based
its analysis on the more conservative 2010 estimates of compounded annual growth rates as
determined by Claritas in justifying the size and viability of Centegra Hospital-Huntley.

On October 12, 2011 the State Board approved a revised Inventory of Health Care
Facilities and Services and Need Determination. This revision increased the bed need
in the A-10 planning area from a calculated bed need of 83 medical surgical beds, 8
intensive care beds, and 27 obstetric beds by CY 2015 to 138 medical surgical beds, 18
intensive care beds, and 22 obstetric beds by CY 2018.

Applicants’ Beds Needed
Proposed
Beds
28-Jun-11 | 28-Jun-11 | 12-Oct-11 Difference

Bed Category CY 2015 CY 2018 CY 2018-CY 2015
Medical Surgical Beds 100 83 138 +55
Intensive Care Beds 8 8 18 +10
Obstetrics Beds 20 27 22 -5

Total 128 118 178 +60

WHY THE PROJECT IS BEFORE THE STATE BOARD:

The project proposes the establishment of a new health care facility as required by the
Act. (20 ILCS 3960)

NEED:

To determine the need for a new hospital the applicant must address the following;:

e Is there a calculated bed need in the planning area,

e  Will the proposed new hospital provide service to the residents of the planning
area,

e Is there a demand for the new hospital,

e Will the proposed hospital improve access, and

o Will the proposed hospital create an unnecessary duplication of service or
maldistribution?

BACKGROUND/COMPLIANCE ISSUES:

None

PUBLIC HEARING AND COMMENTS:

The State Board conducted a public hearing on this project February 16, 2011 and has
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received a number of letters in support and opposition. Excerpts from a number of these
letters are included in the body of this report.

FINANCIAL AND ECONOMIC FEASIBILITY:

The applicants have provided evidence of an “A-" rating from Standard and Poor’s for
Centegra Health System (the applicant) on the Illinois Health Facilities Authority 1998
revenue bonds and its “A-“ underlying rating on the Authority’s 2002 revenue bonds
issued by Centegra Health System.

CONCLUSION:

There is a calculated bed need for 138 medical surgical beds, 18 ICU beds and 22
obstetric beds in the A-10 planning area by CY 2018 according to the most current
Updated Inventory (October 21, 2011). Service to planning area residents and demand
for the new hospital is based upon the calculated bed need and the population growth in
the market area of 13% from 2010-2018. The applicants have attested that 60% of the
patients for the new hospital will come from within the A-10 planning area. There is no
absence of services, or access limitations due to payor status, or evidence of restrictive
admission policies at existing facilities in the planning area. There are existing hospitals
within 30 and 45 minutes currently operating below the State Board’s target occupancy
for medical surgical, obstetric and intensive care services which may result in an
unnecessary duplication of service. The proposed clinical services other than categories
of service will impact other area providers that are not operating at target occupancy.

State Board Standards Not Met

Criteria Reasons for Non-Compliance
1110.530 (b) Planning Area Need (Service There are existing facilities within 45 minutes
Accessibility) operating below target occupancy.
1110.530 (c) Unnecessary Duplication of There are existing facilities within 30 minutes
Service/Maldistribution operating below the State Board’s target
occupancy.
1110.3030 (a)- Clinical service areas other The proposed clinical services other than
than categories of service categories of service will impact other area
providers that are not operating at target
occupancy.
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SUPPLEMENTAL
STATE BOARD STAFF REPORT

Centegra Hospital-Huntley
PROJECT #10-090

Applicants Centegra Hospital-Huntley
Centegra Health System
Facility Name Centegra Hospital-Huntley
Location Huntley
Application Received December 29, 2010
Application Deemed Complete January 10, 2011
Review Period Ended May 10, 2011
Review Period Extended by the State Board Staff Yes
Public Hearing Requested Yes
Support and Opposition Letter Received? Yes
Intent to Deny Received? Yes
Applicants’ Deferred Project No
Can Applicants Request Another Deferral? No
Applicants” Modified the Project No
I. The Proposed Project

The applicants are proposing the establishment of a 128 bed acute care hospital
in Huntley, Illinois. The total cost of the project is $233,160,352.

II. Summary of Findings

A. The State Board Staff finds the proposed project does not appear to be
in conformance with the provisions of Part 1110.

B. The State Board Staff finds the proposed project appears to be in
conformance with the provisions of Part 1120.

III. General Information

The applicants are Centegra Hospital-Huntley and Centegra Health System.
Centegra Health System is the parent corporation. The facility will be located at
the East Side of Haligus Road between Algonquin Road and Reed Road. The
operating entity licensee is Centegra Hospital-Huntley and the owner of the site
is NIMED Corporation a subsidiary of Centegra Health System. The facility will
be located in the HSA VIII service area and the A-10 hospital planning area. The
A-10 planning area consists of McHenry County. There are three additional
hospitals in the A-10 hospital planning area. These hospitals are Harvard Mercy
Memorial-Harvard (owned by Mercy Alliance, Inc.), Centegra Hospital -
Woodstock, Centegra Specialty Hospital-Woodstock and Centegra Hospital-
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McHenry; all owned by Centegra Health System. Centegra Specialty Hospital
has a 40 bed long term care category of service, and 36 bed acute mental illness
category of service and a Stand-By Emergency Department. Centegra Specialty
Hospital will not be considered in the evaluation of this project. No other
services are provided at this hospital. The October 2011 Update to the Inventory
of Health Care Facilities and Services and Need Determination shows a
calculated bed need for 138 medical surgical beds, 18 intensive care beds, and 22
obstetric beds in the A-10 planning area by CY 2018. Table One below outlines
the number of facilities within 30 minutes (adjusted per 77 IAC 1100.510 (d)).
There are two facilities located within the A-10 planning area and within 30
minutes of the proposed site; Centegra Hospital - McHenry, and Centegra
Hospital - Woodstock and two facilities located in the A-11 planning area within
30 minutes: Sherman Hospital and Provena St. Joseph Hospital. There is one
additional facility within 30 minutes Advocate Good Shepherd Hospital located
in the A-09 planning area. The State Board’s target occupancy to add medical
surgical (“M/S”) beds is 80% for a M/S bed complement of 0-99 beds, 85% for a
M/S bed complement of 100-199 beds, and 90% for a M/S bed complement of
200 beds and over. To add intensive care beds the State Board’s target occupancy
is 60% no matter the number of beds, and for obstetric beds (“OB”) the target
occupancy is 60% for OB beds of 1-10 beds, 75% for OB beds of 11-25 beds, and
78% for OB beds of 26 beds and over.

TABLE ONE
Facilities within 30 minutes of the proposed site
2010 Number of Beds 2010 Bed Occupancy
Facility Name City Minutes | Miles | Planning | M/S | ICU OB | M/S% | ICU % OB
0
Adjusted Area o
Centegra Hospital - Woodstock 16 11.26 A-10 60 12 14 83.5% 773% | 53.4%
Woodstock
Sherman Hospital Elgin 20 15.11 A-11 189 30 28 63.8% 55.8% | 70.0%
Provena Saint Joseph Hospital Elgin 24 13.9 A-11 99 15 0 71.1% 60.4% 0.0%
Centegra Hospital McHenry McHenry 25 17.83 A-10 129 18 19 74.1% 91.8% | 40.0%
Advocate Good Shepherd Barrington 28 16.61 A-09 113 18 24 81.6% 84.7% | 50.2%

*Time and Distance based on MapQuest and adjusted per 77 IAC 1100.510 (d) by 1.15X
Bed and Utilization information taken for IDPH 2010 Hospital Questionnaire

The project proposes the following bed categories:

TABLE TWO
Centegra Hospital - Huntley
Category Beds
Medical Surgical 100
Intensive Care 8
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TABLE TWO
Centegra Hospital - Huntley
Category Beds
Obstetrics 20
Total 128

The project is a substantive project and subject to Part 1110 and Part 1120 review.
Project obligation will occur after permit approval. The anticipated project
completion date is September 30, 2016.

Support and Opposition Comments

The State Board conducted a public hearing on this project February 16, 2011.
153 individuals did not provide testimony, 134 individuals spoke in support of
the project, and 85 individuals spoke in opposition. Below is a sample of
comments in support and opposition to this project.

Peggy Troy, CEO, Children’s Hospital & Health System stated Children’s
Hospital and Centegra Health System have collaborated in the best interest of patients by
entering into an agreement for transfer of pediatric patients between respective
institutions. This has allowed me to see the level of commitment that Centegra has to the
community it serves. Based upon my observations and interactions, Centegra’s proposal
to construct a new hospital in Huntley is only the latest example of its commitment.

Christa Gehard, Lake in the Hills stated I know Centegra Health System takes its
responsibility to the community very seriously and continues to look for ways to improve
the care it provides. Centegra has long been committed to Huntley and the surrounding
communities through outpatient services and other health services that have already been
brought to the area. Centegra purchased the land in Huntley several years ago and has
created a strong, long term plan for responsible development of that site. 1 personally
appreciate that, along with needed healthcare services, this project will bring new jobs
and tax revenue to the Huntley community. Given the community’s need for hospital
services and improved access to healthcare this project will provide for southern
McHenry County and surrounding areas, 1 strongly urge the Board to approve the
application by Centegra Health System for a new hospital in Huntley.

Kevin J. Rynders Algonquin-Lake in the Hills Fire Protection District stated “I
support Project #10-090 and Centegra Health System’s proposal to bring a new hospital
to southern McHenry County. Huntley and the surrounding communities make up one
of the fastest growing areas not only in the McHenry County, but in the entire State.
Based on this I believe there is a need for a full-service hospital in this area.”

Milford Brown, President, Huntley Board of Trustees stated The Huntley Fire
Protection District fully supports Project #10-090, and Centegra Health System’s
proposal to bring a new hospital in southern McHenry County. The need for a full-
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service hospital is warranted. Huntley and the surrounding communities make up one of
the fastest growing areas not only in McHenry County, but in the entire State. These
communities are currently underserved by health care facilities, leaving local residents
and workers with significant travel times to existing area hospitals

Kathleen Boyle, Owner, Century Tile, Lombard stated Centegra has demonstrated
its investment in the communities it serves by providing quality healthcare to anyone
who needs it without concern for ability to pay, jobs for 3,700 employees, and key support
for a number of vital programs that assist the county’s neediest residents. This
organization has shown foresight in evolving its services and access to those services, so
that when a need is identified, Centegra is ready and able to address that need. A health
system that is rooted in the community, supportive of local charities and programs, and
that plans ahead to address community needs is the right system to build and operate the
new proposed hospital. Centegra is that system.

William Petasnick, President, Froedert Health, Inc. stated The collaboration
between Froedert and Centegra, in the form of transfer agreements and educational
programs has allowed us to see first hand the level of commitment that Centegra has to
the community. Centegra’s proposal to construct a new hospital in Huntley is only the
latest example of that commitment.

Andrew Ward Algonquin Road Surgery Center stated “ I am here today to urge
the Illinois Health Facilities and Services Review Board to reject Centegra’s certificate of
need application for a hospital in Huntley. In fact many of the arquments you will hear
or have heard today in opposition to Centegra’s proposal are the very same arguments
Centegra used in 2004 and 2007 to oppose similar projects in the area. How times have
changed.”

Claudia Lawson Sherman Health stated “I am here today to oppose Centegra’s
proposal to build a limited service hospital in Huntley because I believe this area already
has a strong network of inpatient facilities immediate care and other outpatient facilities
and doctor’s offices.”

Marilyn Parenzan Advocate Good Shepherd Hospital stated “this proposed
hospital will dilute volumes among hospitals that will negatively impact patient quality
and patient safety. This proposed hospital will add nearly 50% more beds to McHenry
County. As you know this hospital is located less than one mile away from McHenry
County. There is little doubt that adding another hospital with that many beds in the
region will negatively impact the volumes of area hospitals and may impact quality of
care.

Dr. Giangrasso Advocate Good Shepherd Hospital stated “existing hospitals in
the area have more than enough capacity to serve emergency needs of McHenry County
residents. Last year Good Shepherd was able to serve additional emergency patients
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IV.

99.9% of the time. This means that we were rarely on bypass and for only 5 hours all
year had to direct ambulances to other hospitals due to capacity constraints in the
emergency department.”

Joe Ourth, Legal Counsel, Arnstein & Lehr filed a Safety Net Impact Response
Statement. He stated for Centegra to state that a new hospital “will not impact other
hospitals” is simply incorrect. In response, Sherman, Good Shepherd, and St. Alexius
hospitals commissioned Krentz Consulting to quantify the impact of new Huntley
hospital and the Concerned Hospitals’ ability to provide safety net services to their
communities. The result is that net revenue for existing area hospitals would decrease by
$116 million annually and combined contribution margin by $39 million (dollars).
These loses severely impact the ability of Concerned Hospitals to continue to provide
Safety Net Services.

Kenneth Grubb, Crystal Lake, stated ['ve lived in Crystal Lake almost 30 years and 1
do not believe there is a need for another hospital in our region. Today, the people in
southern McHenry County are no more than a 15-minute drive to one of our three
hospitals. These include Good Sheppard in Barrington, Centegra in Woodstock, and
Sherman Hospital in EIgin. These are each fine hospitals, so there is no lack of easy
access or excellent medical care.

Mary Jo Olszewski, Woodstock stated I consider Advocate Good Shepherd and the
other hospitals in our region a tremendous asset to the area. Good Shepherd offers a
variety of health care services and wellness programs and I always receive outstanding
care there. Now is the time for Good Shepherd and other area hospitals to think about
adding services at their current facilities. Now is NOT the time to be proposing a new,
unnecessary hospital in McHenry County. I ask members of the Review Board to do the
right thing and vote no on this project.

David Nelson, Supervisor, Cuba Township stated I am also concerned about our
existing hospitals. Taking volume from area hospitals will damage hospitals such as
Good Shepherd, Sherman, St.Alexius, and Centergra’s own hospitals in Woodstock and
McHenry. With reduced volume, 1 am concerned that the existing hospitals will not
have adequate patient volume to provide high quality cost-effective care. Also, the
existing area hospitals provide charity care and community benefit services. I wonder
how the hospitals will be able to fund the services for the indigent and community if the
hospitals are operating on only razor thin financial margins due to reduced volume.

The Proposed Project - Details

The applicants propose to establish a 128 bed hospital in a total of 384,135 gross
square feet (“GSF”) at a total estimated project cost of $233,160,352. Categories of
services being provided at the proposed hospital include medical surgical,
intensive care and obstetric services. Other clinical services being provided are
general radiology flouroscopy, X-Ray, mammography, ultrasound, CT Scan,
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MRI, Nuclear Medicine, 8 room surgical suite, recovery stations, and an
emergency department.

Project Costs and Sources of Funds

The project will be funded with cash and securities of $48,010,352, a bond issue
of $183,000,000 and lease of capital equipment of $2,150,000. A complete
itemization of the cost detailed in Table Three can be found at pages 62-63 of the
application for permit. The estimated start-up costs and operating deficit is

$13,224,000.
TABLE THREE
Project Costs and Sources of Funds
Use of Funds Clinical Non Total
Clinical

Preplanning $1,729,015 $1,205,985 $2,935,000
Site Survey and Soil Investigation $41,849 $43,151 $85,000
Site Preparation $1,028,988 $1,061,012 $2,090,000
OffSite Work $5,356,644 $5,523,356 | $10,880,000
New Construction Contracts $68,851,517 | $57,881,296 | $126,732,813
Contingencies $6,540,894 $5,498,723 | $12,039,617
Architectural and Engineering Fees $4,045,356 $3,400,804 $7,446,160
Consulting and Other Fees $3,972,992 $3,751,737 $7,724,729
Movable of Other Equipment $24,170,213 $6,064,753 | $30,234,966
Bond Insurance Expense $1,477,016 $1,522,984 $3,000,000
Net Interest Expense $13,514,695 | $13,935,305 | $27,450,000
FMV of Leased Equipment $2,150,000 $0 $2,150,000
Other Costs to be Capitalized $193,030 $199,037 $392,067
Total Project Costs $133,072,209 | $100,088,143 | $233,160,352
Sources of Funds

Cash and Securities $40,824,172 $7,186,180 | $48,010,352
Bond Issues $90,098,037 | $92,901,963 | $183,000,000
Leases $2,150,000 $0 $2,150,000
Total Sources of Funds $133,072,209 | $100,088,143 | $233,160,352

Cost Space Requirements

The hospital comprises a total of 384,135 gross square feet. Only the clinical cost

and clinical GSF footage will be reviewed per 20 ILCS 3960/ 5.
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TABLE FOUR
Clinical GSF
Department New Department New
Construction Construction
CLINICAL NON CLINICAL
Medical Surgical 59,112 Admitting Registration 2,412
Intensive Care 5,415 Administration 9,734
Obstetrics 13,071 Social Services 1,768
Surgery 21,525 Quality Management 1,013
Post Anethesia Recovery 1,382 Facilities Management 3,616
Surgical Prep (Stage 2
Recovery) 12,717 Central On Call Rooms 1,500
Endoscopy 2,175 Conference Rooms -Education 10,535
Emergency Department 10,431 Family Support Services 18,482
Diagnostic Imaging 10,785 Housekeeping 3,275
LDR Suite 9,445 Information Systems 6,962
C-Section Suite 4,026 Gift Shop 1,163
Newborn Nurseries 3,167 Mail Room 156
Inpatient PT/OT 1,204 Materials Management 9,529
Non Invasive Diagnostic 7,830 Mechanical Space 65,000
(Neurodiagnostic,
Pulmonary Function
Testing
Respiratory Therapy 2,772 Medical Records 1,500
Pre Admission 1,428 Serving and Dining Rooms 6,604
Inpatient Acute Dialysis 1,904 Biomedical Engineering 500
Clinical Laboratory 3,720 Pastoral Care 1,020
Pharmacy 4,844 Physician Services 5,652
Central Sterile Supply 5,256 Security 348
Dietary 6,916 Staff Support Services 2,386
Total Clinical 189,125 Volunteers 420
Total 384,135 Entrances Lobbies 15,763
Interdepartmental Circulation 11,946
Stairs 5,808
Elevators/Shafts/ Elevators 7,918
Total Non Clinical 195,010

VII. Safety Net Impact Statement

The Health Facilities Planning Act stipulates that applicants for a new facility
must provide Safety Net impact information.

TABLE FIVE

Centegra Hospital - McHenry, Centegra Hospital-Woodstock and Centegra
Specialty Hospital
Safety Net Information per PA 96-0031
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VIII.

TABLE FIVE
Centegra Hospital - McHenry, Centegra Hospital-Woodstock and Centegra
Specialty Hospital
Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patients) FY 2007 FY 2008 FY 2009
Inpatient 364 377 435
Outpatient 1,228 1,464 1,810
Total 1,592 1,841 2,245
Charity (cost in dollars)
Inpatient $2,863,329 $2,040,983 $2,521,623
Outpatient $938,459 $903,530 $1,449,166
Total $3,801,788 $2,944,513 $3,970,789
MEDICAID
Medicaid (# of patients)
Inpatient 2,407 2,369 2,445
Outpatient 24,070 26,329 31,525
Total 26,477 28,698 33,970
Medicaid (revenue)
Inpatient $9,458,502 $7,745,806 $18,037,202
Outpatient $22,475,574 $13,009,516 $7,502,869
Total $31,934,076 $20,755,322 $25,540,071
TABLE SIX
Projected Payor Mix
Projected Payor Mix FY 2017 FY 2018
Medicare 36.60% 37.70%
Medicaid 9.40% 9.50%
Other Public 0.00% 0.00%
Private Insurance 52.00% 50.70%
Private Pay 0.30% 0.40%
Charity Care 1.70% 1.70%
100.00% 100.00%
Projected Net Patient $192,624,000 $254,309,000
Revenue
Projected Charity Care $3,642,000 $4,910,000
Expense
Projected Ratio of Charity 1.89% 1.93%
Care to Net Patient Revenue

Section 1110.230 - Project Purpose, Background and Alternatives

A)

Criterion 1110.230 (a) - Background of Applicant
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B)

An applicant must demonstrate that it is fit, willing and able, and has
the qualifications, background and character, to adequately provide a
proper standard of health care service for the community.

The applicants own three hospitals in Illinois; Centegra Hospital -
McHenry and Centegra Hospital-Woodstock and Centegra Specialty
Hospital- Woostock, South Street. In addition the applicants own a
number of ambulatory care facilities and medical office buildings in
Illinois. The applicants provided a list of all facilities currently owned by
the applicants, and an attestation that no adverse actions (as defined by
the State Board) have been taken against the applicants in the past three
calendar years.

Criterion 1110.230 (b) - Purpose of the Project

The applicant shall document that the project will provide health
services that improve the health care or well-being of the market area
population to be served. The applicant shall define the planning area or
market area, or other, per the applicant's definition.

1) The applicant shall address the purpose of the project, i.e.,
identify the issues or problems that the project is proposing to
address or solve. Information to be provided shall include, but is
not limited to, identification of existing problems or issues that
need to be addressed, as applicable and appropriate for the
project. Examples of such information include:

A) The area's demographics or characteristics (e.g., rapid area
growth rate, increased aging population, higher or lower
fertility rates) that may affect the need for services in the
future;

B) The population's morbidity or mortality rates;
C) The incidence of various diseases in the area;

D) The population's financial ability to access health care
(e.g., financial hardship, increased number of charity care
patients, changes in the area population's insurance or
managed care status);

E) The physical accessibility to necessary health care (e.g.,
new highways, other changes in roadways, changes in
bus/train routes or changes in housing developments).
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C)

2) The applicant shall cite the source of the information (e.g., local
health department Illinois Project for Local Assessment of Need
(IPLAN) documents, Public Health Futures, local mental health
plans, or other health assessment studies from governmental or
academic and/or other independent sources).

3) The applicant shall detail how the project will address or
improve the previously referenced issues, as well as the
population's health status and well-being. Further, the applicant
shall provide goals with quantified and measurable objectives
with specific time frames that relate to achieving the stated goals.

4) For projects involving modernization, the applicant shall
describe the conditions being upgraded. For facility projects, the
applicant shall include statements of age and condition and any
regulatory citations. For equipment being replaced, the applicant
shall also include repair and maintenance records.

The purpose of the project is
J To address the calculated bed need in the A-10 and A-11
planning areas;

J To address the outmigration of patients from the A-10
planning area;
J To address the increase in population in the A-10 planning

area (McHenry County) by 2018;

J To address the market areas that has been identified by the
U. S Department of Human Services as Medically
Underserved and Health Manpower Shortage Areas.

The applicants believe the population in McHenry County will increase by
8% from 2015-2020. With this increase the applicants believe there will
sufficient bed need to justify 104 medical surgical beds by 2018 the second
year after project completion. The market area for this facility is 16 zip
codes which are located in McHenry County and in adjacent towns in
Kane, Lake, Cook, and Dekalb Counties. The market area for this hospital
is based upon the patient origin data derived from the Centegra
Ambulatory Center located on the same site of the proposed hospital. See
pages 101-112 of the application for permit for a complete discussion of
the purpose of the project.

Criterion 1110.234 (c) - Alternatives to the Proposed Project
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The applicant shall document that the proposed project is the most
effective or least costly alternative for meeting the health care needs of
the population to be served by the project.

1) Alternative options shall be addressed. Examples of alternative
options include:

A) Proposing a project of greater or lesser scope and cost;

B) Pursuing a joint venture or similar arrangement with one
or more providers or entities to meet all or a portion of the
project's intended purposes; developing alternative
settings to meet all or a portion of the project's intended
purposes;

@) Utilizing other health care resources that are available to
serve all or a portion of the population proposed to be
served by the project; and

D) Other considerations.

2) Documentation shall consist of a comparison of the project to
alternative options. The comparison shall address issues of cost,
patient access, quality and financial benefits in both the short
term (within one to three years after project completion) and long
term. This may vary by project or situation.

3) The applicant shall provide empirical evidence, including
quantified outcome data, that verifies improved quality of care,

as available

1. Modernize Memorial Medical Center-Woodstock

This alternative was originally approved by the State Board as Project #08-
002 and subsequently abandoned by the applicant. This project proposed
to construct a women’s pavilion and modernized existing space in the
hospital and add 14 M/S beds and 6 OB beds. Capital Costs $52,201,702.

2. Modernize Centegra Hospital-McHenry and Centegra Hospital -
Woodstock

This alternative proposed to add 100 Medical Surgical Beds (40 beds at
McHenry and 60 Beds at Woodstock), addition of 8 ICU beds (6 at

Page 15 002018



STATE OF ILLINOIS

HEALTH FACILITIES AND SERVICES REVIEW BOARD

52525 WEST JEFFERSON ST.

® SPRINGFIELD, ILLINOIS 62761 ®(217) 782-3516 FAX: (217) 785-4111

McHenry and 2 at Woodstock) and 20 Obstetric beds (6 at McHenry and

14 at Woodstock).

This alternative was rejected because it would not

assure the efficient distribution of beds in the planning area, would be
approximately the same cost as a new hospital, and an imprudent use of
capital resources to add high cost addition to aging facilities.
Costs $206,572,661.

Capital

IX.  Section 1110.234 - Project Scope and Size, Utilization and Unfinished/Shell

Space

A) Criterion 1110.234(a) - Size of Project

1) The applicant shall document that the physical space proposed

for the project is necessary and appropriate.

The proposed

square footage (SF) cannot deviate from the SF range indicated in
Appendix B, or exceed the SF standard in Appendix B if the
standard is a single number, unless SF can be justified by

documenting, as described in subsection (a)(2).

The applicants have met the State Standards for all clinical departments/

services in which the State Board has size standards.

TABLE SIX
Size of Project compared to State Standards
Department Number of | Proposed | State Standard Per Unit Met
Beds/ Unit GSF Standard?

Medical Surgical 100 Beds 59,112 | 500-660 DGSF 591 DGSF Yes

Intensive Care 8 Beds 5,415 | 600-685 DGSF 677 DGSF Yes

Obstetrics 20 Beds 13,071 | 500-660 DGSF 654 DGSF Yes

Surgery 8 OR's 21,525 | 2,750 DGSF/room 2,690 DGSF NA

Recovery 8 Rooms 1,382 | 180 DGSF/ station 173 DGSF Yes

Surgical Prep/Stage 2 32 Rooms 12,717 | 400 DGSF/station 397 DGSF Yes
recovery

Endoscopy 2 Rooms 2,175 | 1,100 DGSF 1,088 DGSF Yes

Emergency Department 13 Stations 10,431 | 900 DGSF 802 DGSF Yes

Diagnostic Imaging 10,785 Yes

General Radiology | 2 Rooms 1,300 DGSF Unit 2,600 DGSF Yes

Radiology and Fluoroscopy | 1 Room 1,300 DGSF/ Unit 1,300 DGSF Yes

Ultrasound | 2 Rooms 900 DGSF/ Unit 1,800 DGSF Yes

CT Scanning | 1 Room 1,800 DGSF/ Unit 1,800 DGSF Yes

MRI | 1 Room 1,800 DGSF/ Unit 1,800 DGSF Yes
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TABLE SIX
Size of Project compared to State Standards
Department Number of | Proposed | State Standard Per Unit Met
Beds/ Unit GSF Standard?
Nuclear Medicine | 1 Room 1,600 DGSF/ Unit 1,600 DGSF Yes
Labor Delivery Recovery 6 Rooms 9,445 | 1,120-1,600 1,574 DGSF Yes
DGSF/Room
C-Section Suite 2 Rooms 4,026 | 2,075 OR 2,013 DGSF Yes
Newborn Nursery 14 Stations 3,167 | 160 DGSF/OB Bed 158 DGSF Yes

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE SIZE OF THE
PROJECT - REVIEW CRITERION (77 IAC 1110.234(a)).

B) Criterion 1110.234 (b) - Project Services Utilization
The applicant shall document that, by the end of the second year of
operation, the annual utilization of the clinical service areas or
equipment shall meet or exceed the utilization standards specified in
Appendix B.
The applicants have successfully addressed the projected utilization for
services departments proposed by this project.
TABLE SEVEN
Projected utilization of Proposed facility
Department State Board 2018 Number of | Number of Met
Standard Projected | Beds/Rooms | Beds Standard?
Number of | Justified Proposed/Units
Days/Hours
Medical Surgical 85% occupancy 34,867 days 113 100 Yes
Intensive Care 60% occupancy 2,850 days 13 8 Yes
Obstetrics 75% occupancy 5,647 days 21 20 Yes
Surgery 1,500 Hours per 11,169 hours 8 8 Yes
room
Recovery NA NA 8 8 Yes
Surgical Prep Stage NA NA 32 32 Yes
Recovery
Endoscopy 1,500 Hours/ room 2,899 2 2 Yes
Emergency Department | 2,000 Visits/room 30,586 16 13 Yes
Diagnostic Imaging Yes
General Radiology 8,000 proc/room 9,571 2 2 Yes
Radiology and 6,500 proc/room 14,904 2 1 Yes
Fluoroscopy
Ultrasound 3,100 visits/ unit 3,709 2 2 Yes
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TABLE SEVEN
Projected utilization of Proposed facility
Department State Board 2018 Number of | Number of Met
Standard Projected | Beds/Rooms | Beds Standard?
Number of | Justified Proposed/Units
Days/Hours
CT Scanning 7,000 visits/unit 4,187 1 1 Yes
MRI | 2,500/ proc/unit 2,743 2 1 Yes
Nuclear Medicine | 2,000 Visits/room 988 1 1 Yes
Labor Delivery 400 births/LDR 2,022 6 6 Yes
Recovery
C-Section Suite 800 proc/room 819 2 2 Yes
Newborn Nursery NA NA NA 14 Stations Yes

C)

D)

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH PROJECT
UTILIZATION - REVIEW CRITERION (77 IAC 1110.234(b)).

Criterion 1110.234 (c) - Size of the Project and Utilization:

For clinical service areas for which norms are not listed in Appendix B
(for example, central sterile supply, laboratory, occupational therapy,
pharmacy, physical therapy, respiratory therapy, cardiac rehabilitation,
speech pathology and audiology), the applicant shall document that the
proposed departmental gross square footage is mnecessary and
appropriate.

As a basis for the determining departmental gross square footage for areas
in which norms are not listed in Appendix B of the State Board’s rules the
applicants relied upon IDPH 77 ILL Administrative Code 250.2440
General Hospital Standards and the AIA (American Institute of
Architects) Guidelines for Construction and Design of Health Care
Facilities -2006 Edition. The applicants have met the requirements of this
criterion.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH SIZE OF THE PROJECT
AND UTILIZATION - REVIEW CRITERION (77 IAC 1110.234(c)).

Criterion 1110.234(e) - Assurances
The applicant shall submit the following:

1) The applicant representative who signs the CON application
shall submit a signed and dated statement attesting to the
applicant's understanding that, by the end of the second year of
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operation after the project completion, the applicant will meet or
exceed the utilization standards specified in Appendix B.

The applicants have attested that by the second year after project
completion that they will be at target occupancy.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE ASSURANCES -
REVIEW CRITERION (77 IAC 1110.234(c)).

X. Section 1110.530 - Medical/Surgical, Obstetric, Pediatric and Intensive Care —
Review Criteria

A)

Criterion 1110.530 (b) - Planning Area Need

The applicant shall document that the number of beds to be established
or added is necessary to serve the planning area's population, based on
the following:

1) 77 11l. Adm. Code 1100 (formula calculation)

A)  The number of beds to be established for each category of
service is in conformance with the projected bed deficit
specified in 77 Ill. Adm. Code 1100, as reflected in the
latest updates to the Inventory.

B) The number of beds proposed shall not exceed the number
of the projected deficit, to meet the health care needs of the
population served, in compliance with the occupancy
standard specified in 77 I1l. Adm. Code 1100.

2) Service to Planning Area Residents

A)  Applicants proposing to establish or add beds shall
document that the primary purpose of the project will be
to provide necessary health care to the residents of the area
in which the proposed project will be physically located
(i.e,, the planning or geographical service area, as
applicable), for each category of service included in the
project.

3) Service Demand - Establishment of Bed Category of Service
The number of beds proposed to establish a new category of
service is mnecessary to accommodate the service demand
experienced annually by the existing applicant facility over the
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latest two-year period, as evidenced by historical and projected
referrals, or, if the applicant proposes to establish a new hospital,
the applicant shall submit projected referrals. The applicant
shall document subsection (b)(3)(A) and either subsection

(b)(3)(B) or (C):

C)

Project Service Demand — Based on Rapid Population
Growth

If a projected demand for service is based upon rapid
population growth in the applicant facility's existing
market area (as experienced annually within the latest 24-
month period), the projected service demand shall be
determined as follows:

i)

ii)

iii)

iv)

vi)

vii)

The applicant shall define the facility's market area
based upon historical patient origin data by zip code
or census tract;

Population projections shall be produced, using, as

a base, the population census or estimate for the
most recent year, for county, incorporated place,
township or community area, by the U.S. Census
Bureau or IDPH;

Projections shall be for a maximum period of 10
years from the date the application is submitted;

Historical data used to calculate projections shall
be for a number of years no less than the number of
years projected;

Projections shall contain documentation of
population changes in terms of births, deaths, and
net migration for a period of time equal to, or in
excess of, the projection horizon;

Projections shall be for total population and
specified age groups for the applicant's market area,
as defined by HFPB, for each category of service in
the application; and

Documentation on projection methodology, data
sources, assumptions and special adjustments shall
be submitted to HFPB
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5) Service Accessibility
The number of beds being established or added for each category
of service is necessary to improve access for planning area
residents. The applicant shall document the following;:

A) Service Restrictions
The applicant shall document that at least one of the
following factors exists in the planning area:

i)

ii)

iii)

iv)

The absence of the proposed service within the
planning area;

Access limitations due to payor status of patients,
including, but not limited to, individuals with
health care coverage through Medicare, Medicaid,
managed care or charity care;

Restrictive admission policies of existing providers;

The area population and existing care system
exhibit indicators of medical care problems, such as
an average family income level below the State
average poverty level, high infant mortality, or
designation by the Secretary of Health and Human
Services as a Health Professional Shortage Area, a
Medically Underserved Area, or a Medically
Underserved Population;

For purposes of this subsection (b)(5) only, all
services within the 45-minute normal travel time
meet or exceed the utilization standard specified in
77 111. Adm. Code 1100.

The applicants justify the number of beds being proposed based upon the
calculated bed need identified in the Update Inventory of Health Care
Facilities and Services Need Determination October 2011 and the rapid
population growth in the planning and market areas. The number of
medical surgical beds, ICU and obstetric beds being proposed fall within
the current number of calculated beds needed in the A-10 planning area.

Planning Area Need
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The October 2011 Update to the Inventory of Health Care Facilities and
Services and Need Determination shows a calculated need for 138 medical
surgical beds, 18 intensive care beds, and 27 obstetric beds in the A-10
planning area. The applicants are proposing 100 medical surgical beds, 8
intensive care beds, and 20 obstetric beds. The number of beds requested
by the applicants has met the planning area’s need requirement.

TABLE SEVEN
Inventory of Health Care Facilities and Services and Need Determination
Bed Category Approved Calculated Beds Need Number Calculated
Beds Needed requested by Need
2018 applicants
Medical Surgical 206 344 138 100 (38)
Intensive Care 33 51 18 8 (10)
Obstetrics 33 55 22 20 (2)

Service to Planning Area Residents

The applicants proposed hospital will be located in McHenry County and
the applicants are projecting that more than 60% of the patients will come
from McHenry County by 2018 the second year after project completion.

Service Demand

The market area for the proposed hospital is primarily located within
Planning Area-10. The applicants provided a Market Assessment and
Impact Study prepared by Deloitte and Touche Financial Advisory
Services that identified population growth by zip code. The applicants
concluded that the population in the market area is expected to increase
by 13% from 2010 to mid 2018 with the population in the primary market
area increasing by 15% from 2010 and the secondary market area by 9%.
Using this information the applicants calculated an adjusted bed need for
104 medical surgical beds in this planning area by mid- 2018. The State
Board Staff notes that there is a calculated need for 138 medical surgical
beds in this planning area by 2018.

Service Accessibility

There is no absence of services within this planning area, nor access
limitations due to payor status, or evidence of restrictive admission
policies at existing facilities in the planning area. The applicants provided
evidence of 3 census tracts within Planning Area A-10 that have been
designated as a Medically Underserved Population, 1 census tract in the
primary service area as designated Medically Underserved
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Area/Population, four townships in the market area designated as Health
Manpower Shortage Areas. Planning Area’s A-10 and A-11 have the
second and third highest Bed Need of all planning areas in the State of
[llinois and are 2 of the 4 planning areas with a bed need. However, there
are existing facilities within 45 minutes that are operating below the State
Board’s target occupancy for medical surgical, intensive care and obstetric
beds.

TABLE EIGHT
Facilities within 45 minutes of proposed hospital
NAME CITY Adjusted MS ICU OB MS % ICU % OB %
Time Beds | Beds | Beds

Centegra Hospital - Woodstock Woodstock 16 60 12 14 83.50% 77.30% 53.40%
Provena Saint Joseph Hospital Elgin 20 99 15 0 71.10% 60.4% 0.00%
Sherman Hospital Elgin 24 189 30 28 63.80% 55.80% 70.00%
Centegra Hospital - McHenry McHenry 25 129 18 19 74.10% 91.80% 40.00%
Advocate Good Shepherd Hospital Barrington 28 113 18 24 81.60% 84.70% 50.20%
St. Alexius Medical Center Hoffman Estates 31 212 35 38 71.00% 57.00% 62.10%
Delnor Community Hospital Geneva 36 121 20 18 56.50% 67.80% 69.50%
Mercy Harvard Memorial Hospital Harvard 37 17 3 0 27.50% 9.50% 0.00%
Kishwaukee Community Hospital DeKalb 40 70 12 12 72.70% 26.90% 61.70%
Alexian Brothers Medical Center Elk Grove Villa 43 241 36 28 82.70% 71.50% 72.70%
Northwest Community Hospital Arlington Hts. 44 336 60 44 61.30% 50.90% 55.00%

*Time and Distance based on MapQuest and adjusted per 77 IAC 1100.510 (d) by 1.15X
Bed and Utilization information taken for IDPH 2010 Hospital Questionnaire

B)

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT DOES
NOT APPEAR TO BE IN CONFORMANCE WITH THE NEED FOR
THE PROJECT - REVIEW CRITERION (77 IAC 1110.530(b)).

Criterion 1110.530 (c) - Unnecessary Duplication/Maldistribution

1) The applicant shall document that the project will not result in an
unnecessary duplication. The applicant shall provide the
following information:

A) A list of all zip code areas that are located, in total or in
part, within 30 minutes normal travel time of the project's
site;

B) The total population of the identified zip code areas (based
upon the most recent population numbers available for the
State of Illinois); and
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The names and locations of all existing or approved health
care facilities located within 30 minutes normal travel time
from the project site that provide the categories of bed
service that are proposed by the project.

The applicant shall document that the project will not result in
maldistribution of services. Maldistribution exists when the
identified area (within the planning area) has an excess supply of
facilities, beds and services characterized by such factors as, but
not limited to:

A)

B)

€)

A ratio of beds to population that exceeds one and one-half
times the State average;

Historical utilization (for the latest 12-month period prior
to submission of the application) for existing facilities and
services that is below the occupancy standard established
pursuant to 77 I1l. Adm. Code 1100; or

Insufficient population to provide the volume or caseload
necessary to utilize the services proposed by the project at
or above occupancy standards.

The applicant shall document that, within 24 months after project
completion, the proposed project:

A)

B)

Will not lower the utilization of other area providers
below the occupancy standards specified in 77 Ill. Adm.
Code 1100; and

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.

The bed to population ratio in A-10 was provided as required and all
facilities within 30 minutes were identified. There are existing facilities
within the planning area and within 30 minutes of the proposed site that
are below the State Board’s target occupancy. The applicants state that
because of the population growth projections and the aging population the
establishment of Centegra Hospital- Huntley will not impact other area providers.
Existing hospitals within 30 minutes are not at target occupancy; therefore
it would appear that the proposed hospital would impact other area
providers. The applicants have not met the requirements of this criterion.
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TABLE NINE
Facilities within 30 minutes of the proposed site
2010 Number of Beds 2010 Bed Occupancy
Facility Name City Minutes | Miles | Planning | M/S | ICU OB | M/S% | ICU | OB%
0
Adjusted Area o

Centegra Hospital - Woodstock 16 11.26 A-10 60 12 14 83.5% | 77.3% | 53.4%
Woodstock
Sherman Hospital Elgin 20 1511 A-11 189 30 28 63.8% | 55.8% | 70.0%
Provena Saint Joseph Hospital Elgin 24 13.9 A-11 99 15 0 71.1% | 60.4% | 0.0%
Centegra Hospital McHenry McHenry 25 17.83 A-10 129 18 19 741% | 91.8% | 40.0%
Advocate Good Shepherd Barrington 28 16.61 A-09 113 18 24 81.6% | 84.7% | 50.2%

*Time and Distance based on MapQuest and adjusted per 77 IAC 1100.510 (d) by 1.15X
Bed and Utilization information taken for IDPH 2010 Hospital Questionnaire

C)

D)

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS DOES NOT APPEAR TO BE IN CONFORMANCE WITH
THE UNNECESSARY DUPLICATION/MALDISTRIBUTION
REQUIREMENTS OF PROJECT - REVIEW CRITERION (77 IAC
1110.530(d)).

Criterion 1110.530 (e) - Staffing Availability

The applicant shall document that relevant clinical and professional
staffing needs for the proposed project were considered and that
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.

The applicants have provided a narrative at pages 293-296 of the
application for permit that indicates that a sufficient workforce will be
available once the hospital becomes operational by 2015.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE STAFFING
REQUIREMENTS OF PROJECT - REVIEW CRITERION (77 IAC
1110.530(e)).

Criterion 1110.530 (f) - Performance Requirements

1) Medical-Surgical
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The minimum bed capacity for a medical-surgical category of
servicewithin a Metropolitan Statistical Area (MSA) is 100 beds.

2) Obstetrics

A) The minimum unit size for a new obstetric unit within an

MSA is 20 beds.
B) The minimum unit size for a new obstetric unit outside an
MSA is 4 beds.
3) Intensive Care

The minimum unit size for an intensive care unit is 4 beds.

4) Pediatrics
The minimum size for a pediatric unit within an MSA is 4 beds.

The applicants are proposing a medical surgical bed capacity of 100 beds,
20 obstetric beds and 8 intensive care beds. The applicants have met the
requirements of this criterion. See page 296 of the application for permit

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE PERFORMANCE
REQUIREMENTS OF PROJECT - REVIEW CRITERION (77 IAC
1110.530(f)).

E) Criterion 1110.530 (g) - Assurances
The applicant representative who signs the CON application shall
submit a signed and dated statement attesting to the applicant's
understanding that, by the second year of operation after the project
completion, the applicant will achieve and maintain the occupancy
standards specified in 77 Ill. Adm. Code 1100 for each category of
service involved in the proposal.

The applicants have provided the necessary assurance that the facility will
achieve and maintain the occupancy standards specified for each category
of service proposed. See page 297-298 of the application for permit.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE ASSURANCES
REQUIREMENT - REVIEW CRITERION (77 IAC 1110.530(g)).

XI.  Section 1110.3030 — Clinical Service Areas Other Than Categories of Service —
Review Criteria
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A)

These criteria are applicable only to those projects or components of
projects (including major medical equipment), concerning Clinical
Service Areas (CSAs) that are not "Categories of Service", but for which
utilization standards are listed in Appendix B, including: Surgery,
Emergency Services and/or Trauma, Ambulatory Care Services
(organized as a service), Diagnostic and Interventional
Radiology/Imaging (by modality), Therapeutic Radiology, Laboratory,
Pharmacy, Occupational Therapy/Physical Therapy, Major Medical
Equipment.

Criterion 1110.3030 (b) - Need Determination
The applicant shall describe how the need for the proposed
establishment was determined by documenting the following:

1) Service to the Planning Area Residents
A) Either:

i) The primary purpose of the proposed project is to
provide care to the residents of the planning area in
which the proposed service will be physically
located; or

ii) If the applicant service area includes a primary and
secondary service area that expands beyond the
planning area boundaries, the applicant shall
document that the primary purpose of the project is
to provide care to residents of the service area; and

B) Documentation shall consist of strategic plans or market
studies conducted, indicating the historical and projected
incidence of disease or health conditions, or use rates of
the population. The number of years projected shall not
exceed the number of historical years documented. Any
projections and/or trend analyses shall not exceed 10 years.

2) Service Demand
To demonstrate need for the proposed CSA services, the
applicant shall document one or more of the indicators presented
in subsections (b)(2)(A) through (D). For any projections, the
number of years projected shall not exceed the number of
historical years documented. Any projections and/or trend
analyses shall not exceed 10 years.
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Referrals from Inpatient Base

For CSAs that will serve as a support or adjunct service to
existing inpatient services, the applicant shall document a
minimum two-year historical and two-year projected
number of inpatients requiring the subject CSA.

Physician Referrals

For CSAs that require physician referrals to create and
maintain a patient base volume, the applicant shall
document patient origin information for the referrals. The
applicant shall submit original signed and notarized
referral letters, containing certification by the physicians
that the representations contained in the letters are true
and correct.

Historical Referrals to Other Providers

If, during the latest 12-month period, patients have been
sent to other area providers for the proposed CSA services,
due to the absence of those services at the applicant
facility, the applicant shall submit verification of those
referrals, specifying: the service needed; patient origin by
zip code; recipient facility; date of referral; and physician
certification that the representations contained in the
verifications are true and correct.

Population Incidence

The applicant shall submit documentation of incidence of
service based upon IDPH statistics or category of service
statistics.

Impact of the Proposed Project on Other Area Providers
The applicant shall document that, within 24 months after project
completion, the proposed project will not:

A) Lower the utilization of other area providers below the
utilization standards specified in Appendix B.

B) Lower, to a further extent, the utilization of other area
providers that are currently (during the latest 12-month
period) operating below the utilization standards.

Utilization
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XII.

XIII.

Projects involving the establishment of CSAs shall meet or
exceed the utilization standards for the services, as specified in
Appendix B. If no utilization standards exist in Appendix B, the
applicant shall document its anticipated utilization in terms of
incidence of disease or conditions, or historical population use
rates.

Because this is a proposed new hospital the applicants provided projected
utilization information because historical utilization was not available.
Generally the projected patient volumes for clinical services other than
categories of services were calculated based upon the applicants expected
market share, the projected population growth in the market area and the
historical experience at existing hospitals within the Centegra Health
System. See Tables Six and Seven above. However because existing
hospitals are not operating at State Board occupancy targets it would
appear that the additional services would lower utilization at other area
providers.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT DOES
NOT APPEAR TO BE IN CONFORMANCE WITH THE CLINICAL
SERVICE AREA OTHER THAN CATEGORY OF SERVICE - REVIEW
CRITERION (77 IAC 1110.3030(b)).

Section 1120.120 - Availability of Funds

The applicant shall document that financial resources shall be available and
be equal to or exceed the estimated total project cost plus any related project
costs by providing evidence of sufficient financial resources.

The applicants have provided evidence of an “A-” rating from Standard and
Poor’s for Centegra Health System (the applicant) on the Illinois Health Facilities
Authority 1998 revenue bonds and it’s “A-” underlying rating on the Authority’s
2002 revenue bonds issued by Centegra Health System.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT APPEARS
TO BE IN CONFORMANCE WITH THE AVAILABILITY OF FUNDS
CRITERION (77 IAC 1120.120).

Section 1120.130 - Financial Viability

The applicants are required to provide a financial viability ratio if proof of an
“A” Bond rating has not been provided.

Page 29 002032



STATE OF ILLINOIS
HEALTH FACILITIES AND SERVICES REVIEW BOARD

52525 WEST JEFFERSON ST. ® SPRINGFIELD, ILLINOIS 62761 ®(217) 782-3516 FAX: (217) 785-4111

XIV.

The applicants have provided evidence of an “A-” rating from Standard and
Poor’s for Centegra Health System (the applicant) on the Illinois Health Facilities
Authority 1998 revenue bonds and it’s “A-” underlying rating on the Authority’s
2002 revenue bonds issued by Centegra Health System.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT APPEARS
TO BE IN CONFORMANCE WITH THE FINANCIAL VIABILITY
CRITERION (77 IAC 1110.130).

Section 1120.140 - Economic Feasibility

A)

B)

Criterion 1120.140 (a) - Reasonableness of Financing Arrangements

If the applicant does not have an “A bond rating the applicant shall
document the reasonable of financing arrangements by providing a
notarized statement attesting that the project will be funded by cash
and securities or the project will be funded in total or in part by
borrowing because a portion or all of the cash and equivalents must be
retained in the balance sheet asset accounts in order to maintain a
current ratio of at least 2.0 times for hospitals or borrowing is less costly
than the liquidation of existing investments, and the existing
investments being retained may be converted to cash or used to retire
debt within a 60-day period.

The applicants have provided evidence of an “A-" rating from Standard
and Poor’s for Centegra Health System (the applicant) on the Illinois
Health Facilities Authority 1998 revenue bonds and it’s “A-“ underlying
rating on the Authority’s 2002 revenue bonds issued by Centegra Health
System.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE
REASONABLENESS OF  FINANCING  ARRANGEMENTS
CRITERION (77 IAC 1110.140 (a)).

Criterion 1110.140 (b) - Conditions of Debt Financing

This criterion is applicable only to projects that involve debt financing.
The applicant shall document that the conditions of debt financing are
reasonable by submitting a notarized statement signed by an authorized
representative that attests to the following, as applicable:
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C)

1) That the selected form of debt financing for the project will be at
the lowest net cost available;

2) That the selected form of debt financing will not be at the lowest
net cost available, but is more advantageous due to such terms as
prepayment privileges, no required mortgage, access to
additional indebtedness, term (years), financing costs and other
factors;

3) That the project involves (in total or in part) the leasing of
equipment or facilities and that the expenses incurred with
leasing a facility or equipment are less costly than constructing a
new facility or purchasing new equipment.

The applicants have attested the selected form of debt financing for this
project will be the issuance of bonds through the Illinois Health Finance
Authority as well as the leasing of capital equipment. The applicants have
attested the selected form of debt financing for the project will be at the
lowest net cost available. In addition a portion of the project will involve
the leasing of capital equipment and the expenses incurred with leasing
are less costly than the purchase of new equipment.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE
REASONABLENESS OF DEBT FINANCING CRITERION (77 IAC
1110.140 (b)).

Criterion 1110.140 (c) - Reasonableness of Project and Related Costs

The applicant shall document that the estimated project costs are
reasonable and shall document compliance preplanning costs, site
survey, soil investigation fees and site preparation, construction and
modernization costs per square foot, contingencies,
architectural/engineering fees, all capitalized equipment not included
in construction contracts building acquisition, net interest expense, and
other estimated costs.

By statute only the clinical costs are being reviewed.

Preplanning Costs - These costs total $1,729,015 and are 1.74% of new
construction contingency and movable equipment.  This appears
reasonable when compared to the State Standard of 1.8%
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D)

Site Survey and Soil Investigation Site Preparation - These costs total
$1,070,937 and are 1.42% of construction and contingency costs. This
appears reasonable when compared to the State Board Standard of 5%.

Offsite Work - These costs total $5,356,644. The State Board does not
have a standard for these costs.

New Construction Cost and Contingencies - These costs total $75,392,411
or $398.64 per gross square feet (“GSF”). This appears reasonable when
compared to the State Board standard of $403.39 GSF.

Contingencies - These costs total $6,540,894 or 9.5% of construction costs.
This appears reasonable when compared to the State Board standard of
10%.

Architectural/Engineering Fees - These costs total $4,045,356 or 5.37% of
construction and contingency fees. This appears reasonable when
compared to the State Board standard of 3.59-5.39%.

Movable and Other Equipment - These costs total $24,170,213. The State
Board does not have a standard for these costs.

Bond Issuance Expense - These costs total $1,477,016. The State Board
does not have a standard for these costs.

Net Interest Expense During Construction — These costs total $13,514,695.
The State Board does not have a standard for these costs.

FMV of Leased Equipment - These costs total $2,150,000. The State
Board does not have a standard for these costs.

Other Costs to be Capitalized - These costs total $193,030. The State
Board does not have for these costs.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE
REASONABLENESS OF PROJECT COSTS CRITERION (77 IAC
1110.140 (c)).

Criterion 1110.140 (d) - Projected Operating Costs

The applicant shall provide the projected direct annual operating costs
(in current dollars per equivalent patient day or unit of service) for the
first full fiscal year at target utilization but no more than two years
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E)

following project completion. Direct costs means the fully allocated
costs of salaries, benefits and supplies for the service.

These costs are $1,772 per equivalent patient day. The State Board does
not have a standard for these costs.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE PROJECTED
OPERATING COSTS CRITERION (77 IAC 1110.140 (d)).

Criterion 1110.140 (e) - Total Effect of the Project on Capital Costs

The applicant shall provide the total projected annual capital costs (in
current dollars per equivalent patient day) for the first full fiscal year at
target utilization but no more than two years following project
completion.

These costs are $223 per equivalent patient day. The State Board does not
have a standard for these costs.

THE STATE BOARD STAFF FINDS THE PROPOSED PROJECT
APPEARS TO BE IN CONFORMANCE WITH THE TOTAL EFFECT
OF THE PROJECT ON CAPITAL COSTS CRITERION (77 IAC
1110.140(e)).
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Constantino, Mike

ol s

From; Qurth, Joe [JOurth@arnstein.com]

Sent: Sunday, November 27, 2011 9:33 PM

To: Avery, Courtney; Urso, Frank; Constantino, Mike

Subject: Response to State Agency Report - Centegra Hospital Huntley (Project No. 10-090) [[WOV-
ACTIVE.FID917959]

Attachments: Centegra10-090.pdf

Please accept the attached letter as the response to the State Agency Report for the the Centegra Hospital - Huntley
project.

Thank you. RECEEVED

Joe Ourth . NOV 2 8 2011
ARNSTEIN & LEHR LLP HEALTH FACILITIES &
120 South Riverside Plaza SERVICES REVIEW BOARD
Suite 1200

Chicago, lllincis 606046-3910
Phone: 312.876.7815 | Fax: 312.876.6215
JOurth@arnstein.com

http:/ leqalnews. arstein.com/
Offices in linois, Florida, and Wisconsin

From: Nancy Hopkins [mailto:nmhopkins1@comcast.net]
Sent: Sunday, November 27, 2011 8:46 PM

To: Qurth, Joe

Subject: Attached

This electronic mail transmission may contain confidential or privileged information.
If you believe that you have received this message in error, please notify
the sender by reply transmission and delete the message without copying or disclosing it.

Pursuant to Internal Revenue Service guidance, be advised that any federal tax
advice contained in this written or electronic communication, including any
attachments or enclosures, is not intended or written to be used and it cannot

be used by any person or entity for the purpose of (i) aveiding any tax penalties
that may be imposed by the Internal Revenue Service or any other U.S. Federal
taxing authority or agency or (ii) promoting, marketing or recommending

to another party any transaction or matter addressed herein.
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120 South Riverside Plaza - Suite 1200
ARNSTEIN & LEHR LLP S e e
ATTORNEYS AT LAW SINCE 1893 Phone 312.876.7100 - Fax 312.876.0288
www.arnstein.com

Joe Qurth
312.876.7815
jourth@arnstein.com

November 27, 2011

Via Electronic Mail

Mr. Dale Galassie

Chair

Illinois Health Facilities and
Services Review Board

525 W. Jefferson

Springfield, IL 62761

Re:  Response to Supplemental State Agency Report (“SAR”)
Centegra Hospital - Huntley Application (the “Application”)
Project No. 10-090 (the “Project”™)

Dear Chairman Galassie:

Advocate Good Shepherd Hospital, Sherman Hospital and St. Alexius Medical Center
(the “Concerned Hospitals”) appreciate the staff’s work on the State Agency Report and agree
with the findings that the application does not meet several important review criteria and that
existing hospitals are underutilized. We also welcome the opportunity to respond to the SAR
and will limit this letter to our comments on the SAR.

1. Support and Opposition Comments (SAR Pages 7-9)

We appreciate the staff’s difficult task of going through a large public record to find and
select excerpts for inclusion in the SAR as a mechanism for summarizing the public comment.
We would hope that all of this extensive public comment will be carefully considered by the
Review Board in its deliberations.

There were important public comments submitted since the Board’s Intent to Deny. We
would hope that the Board and its staff carefully review those materials. While we understand
that not every submission can be summarized in the SAR, we wish to note some additional
comments that did not appear in that document, such as:

a. Summary of Areuments in Support of Intent to Deny.  On behalf of the
Concerned Hospitals, legal counsel filed a letter with the Board dated November 14, 2011
summarizing key arguments for the Board sustaining its earlier Intent to Deny. That letter sets
out crucial issues requiring legal determination prior to Board action, such as the failure of
Centegra to meet the “Rapid Population Growth™ test upon which it based its application and the

CHICAGO HOFEMAN ESTATES SPRINGFIELD  MILWAUKEE
FORT LAUDERDALE  MIAMI  TAMPA  WEST PALM BEACH BOCARATON  CORAL GABLES

Arnstein & Lehr Lp is a member of the International Lawyers Network
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consequence that physician referral letters are required. That Jetter and the associated report also
include key analysis of population trends and the declining hospital use rates. Finally, it also
includes analysis as to why the proposed hospital would have negative impact upon existing area
hospitals and the Safety Net Services that they provide. As to the impact on other hospitals and
Safety Net Services, we believe that Centegra’s own testimony (relative to its opposition of the
Mercy project) best expresses the impact its Centegra Huntley Hospital would have on the
Concerned Hospitals, and to quote from that November 14 letter:

“Centegra in its application simply states that its new hospital would have ‘no
impact’ on existing hospitals. [However,] Centegra strenuously argued against
approval of the Mercy project at the October 7 hearing it called on the Mercy
modification. In his testimony, the Centegra Chief Financial Officer testified that
even Mercy's smaller hospital would have a ‘catastrophic impact’ on the
Centegra hospitals and went on to state ‘regardless of its size, Mercy Crystal
Lake is only viable at the expense of our existing hospitals. ol

The Centegra CFO went on to say:

“Jt is unacceptable to allow Mercy Crystal Lake Hospital to enter the market
simply to cannibalize Centegra patients. And that is exactly what would happen.
No amount of population growth or industry reform could possibly make up for
the lost patient volumes at Centegra.™

We fully agree with Centegra’s CFO on the issue that it is unacceptable for a new
hospital to “cannibalize” existing hospitals and that no amount of population growth can
make up for this Jost volume. His statements apply equally to the effect Centegra’s
Huntley hospital would have on the Concerned Hospitals. Because these comments by
Centegra are so telling in assessing the impact of these projects, we believe it would have
been beneficial for the SAR to highlight these comments for the Board as well.

b. Assessment of Utilization, Population Growth Report. Following the June 28
Review Board meeting, the Board requested additional information regarding the population
forecast for the McHenry County area. The Concerned Hospitals subsequently submitted a
detailed report entitled “Assessment of Utilization, Population Growth, and Applicant Arguments
of Impact on Existing Providers — Proposed Centegra Hospital — Huntley (Project 10-090)” dated
November 11, 2011 (the “November Krentz Report”). This report provided detailed analysis of
the population forecasts and — just as important — analyzed the declining inpatient hospital use
rates nationally and locally and the implications for further declines in bed need.

This detailed report gives the Board actual data and analysis in which to consider a
project and not just conjecture. The report shows how on average inpatient hospital days in

! Summary of Arguments to Suslain Review Board's Intent-to-Deny, dated November 14, 2011, pages 4-5; Public Hearing testimony of Bob
Roscnburg, Centegra Chief Financial Officer, October 7, 2011, page 1.
2 public Hearing testimony of Bob Rosenburg, Centegra Chief Financial Officer, October 7, 2011, page i.
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McHenry County have actually declined in 2010 (-10% for OB, -6% for med/surg and -3% for
ICU). The report also documents significant recent decreases in hospital use rates nationally, in
Ilinois and in McHenry County, and that experts forecast continuing decline in use rates. In
addition, that report documents that on average area hospitals have 347 empty licensed beds
available each day. lmportantly, and as discussed further below, this report shows clearly that the
Centegra application does not meet the Board’s test for “Rapid Population Growth.”

c. Provena St. Joseph Opposition Letter. Provena St. Joseph filed another
opposition letter referencing additional utilization data approved by the Review Board that shows

declining utilization in McHenry County. That letter states:

“New bed need projections have been developed but these projections neither
utilize this latest utilization data (or even the 2009 data for that matter) nor utilize
the most recent decennial (2010) census data. Given the economy is in one of the
most significant recessions in our history as evidenced by the massive downturn
of the housing indusiry, the idea that there will be significant increase in
population [is] not reasonable.’ ‘

d. Report_of Impact of Proposed Centegra Hospital on Woodstock. Sherman
Hospital filed a letter with the Board on November 16 that enclosed an Assessment of Likely
Impact on Centegra Hospital-Woodstock report prepared by Krentz Consulting. In reference to
such report, the letter states:

“Given the significant overlap in market share and downward utilization trends
between the proposed Huntley hospital and Centegra’s Woodstock hospital, it is
clear that Centegra is not committed to the long term operation of the Woodstock
hospital because the Huntley proposal will cannibalize the existing Woodstock

Jacility.”™

e. Independent Health Care Researcher and Planner. Joel Cowen, a noted health
care researcher and former health planner, in a letter dated November 14 to the Board, expresses
concern that the new bed need projections are based upon population forecasts that do not reflect
the significant slowdown in population growth currently under way in McHenry County:

“Demographic and economic indicators are showing a considerable slowdown in |
the population growth of McHenry County, which, in turn, affects the need for |
hospital services... Projections based on the pre-2008 period are likely not valid

for the Sconsideration of hospital bed need now or into the planning period

future.”

3 Opposition Letter filed on November 16, 2011, by Provena St Joseph Hospital, page 1.
4 Opposition Letter filed on behalf of Sherman Hospital by Polsinelli Shugart, page 1.
3 Comments on Need Calculations filed on November 14 by Joe! B. Cowen, pages |, 3.

9866372.3
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f. Need for Comprehensive Health Planner. Finally, it is important that the SAR
reflect one additional submission. On June 7, 2011 legal counsel submitted a letter discussing
the Comprehensive Planning function created by the recent rewrite of the Planning Act and
requesting that the Board defer action on new hospital applications until that comprehensive
planning function was fulfilled. We believe that letter raises important legislative issues that go
to the heart of the Planning process and that request for deferral be referenced in the SAR.

2 Service Demand Review Criterion — Concern about Population/Need
Projections and Failure to Provide Physician Referral Letters (SAR Pages 19-23)

The Board has detailed rules regarding how an applicant must document the need for
additional beds. The Board’s rules appear quite clear that for an application to establish a new
hospital, an applicant must provide to the Review Board physician referral letters showing the
number of patients to be referred and the hospital from where that physician would divert
patients. While this argument was most recently addressed in legal counsel’s submission to the
Board dated November 14, 2011, is it possible that the Board was not left with sufficient time to
include this argument in the SAR.

The Section 1110.530(b) rules referenced above make clear that “if the applicant
proposes to establish a new hospital, the applicant shall submit projected referrals.” Despite the
clear mandatory language of the rules, the Applicant concluded that compliance was optional and
provided no referral letter in the form required. They sought to justify the lack of physician
referral letters based upon their claim to meet the “Rapid Population Growth” criteria. As has
been discussed above, Centegra does not meet the Review Board’s definition for “Rapid
Population Growth” and the physician referral letters must be provided.

3) Service Demand -  Establishment of Bed Category of Service
The number of beds proposed to establish a new category of service is necessary
to accommodate the service demand experienced annually by the existing
applicant facility over the latest two-year period, as evidenced by historical and
projected referrals, or, if the applicant proposes to establish a new hospital, the
applicant shall submit projected referrals. The applicant shall document
subsection (b)(3)(4) and either subsection (b)(3)(B) or (C):

A) Historical Referrals

If the applicant is an existing facility, the applicant shall document the
number of referrals to other facilities, for each proposed category of
service, for each of the latest two years. Documentation of the referrals
shall include: patient origin by zip code; name and specialty of referring
physician; name and location of the recipient hospital.

B) Projected Referrals

9886372.3
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An applicant proposing to establish a category of service or establish a
new hospital shall submit the following:

i) Physician referral letters that attest to the physician's total number
of patients (by zip code of residence) who have received care at
existing facilities located in the area during the 12-month period
prior to submission of the application;

ii) An estimated number of palienis the physician will refer annually
to the applicant's facility within a 24-month period after project
completion. The anticipated number of referrals cannot exceed the
physician's documented historical caseload;

iti)  The physician's notarized signature, the typed or printed name of
the physician, the physician's office address, and the physician's
specialty; and

) Verification by the physician that the patient referrals have not
been used to support another pending or approved CON
application for the subject services.

C) Project Service Demand — Based on Rapid Population Growth
If a projected demand for service is based upon rapid population growth
in the applicant facility's existing market area (as experienced annually
within the latest 24-month period), the projected service demand shall be
determined as follows:

* * *

Section 1100.220 of the Board's rules defines "Rapid Population Growth Rate" as "an
average of the three most recent annual growth rates of a defined geographic area's population
that has exceeded the average of three to seven immediately preceding annual growth rates by at
least 100%.” As documented by the November Krentz Report, the annual population growth in
McHenry County and in Centegra's proposed service area has been decelerating since 2004, well
before the economic downturn of 2008.% The average of the three most recent annual growth
rates for the total population in Centegra's proposed primary and secondary service area is 0.6%,
and population change was negative in the most recent year. The average does not exceed the
growth rates of preceding annual growth rates.” The average of the three most recent annual
growth rates in McHenry County was only 0.7%% Therefore, the recent growth rate of the
proposed service area (0.6%) does not exceed the average growth rate for McHenry County
(0.7%).

¢ November Krentz Report, page iil, pages §-10.
?id., page 8.
*1d.
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While Centegra based its permit application on the “Rapid Population Growth" test, it
fails to meet this test. Thus, the Board should require Centegra to submit physician referral
letters, as discussed below.

We believe it important that the SAR specifically call attention to the fact that physician
referral letters were not provided. To the extent there is legal ambiguity as to whether physician
letters are required, we believe it appropriate the Review Board request its legal counsel to
advise the Board on this matter. Had actual physician referral letters been provided, they would
clearly show either that the proposed Centegra hospital cannot meet target utilization or can do
so only through considerable negative impact to existing providers.

Centegra now does not contend that the Concerned Hospitals are wrong in arguing that
physician referral letters are required’, rather, Centegra contends that the argument was raised
too “late” in the process and such objection is now somehow “unfair.” We first note the irony of
Centegra objecting to the “unfaimess™ of the timing of the Concerned Hospitals’ filing when on
the same day, Centegra filed a 54-page objection to the Mercy Crystal Lake project.

More importantly, we note that this argument was raised 6 months ago. Centegra, in its
November 16 letter of legal counsel, states that the Concerned Hospitals claimed “for the first
time that Centegra should have submitted physician referral letters...” The objection that this
argument was raised for the “first time™ on November 14 is simply 1ncorrect The argument was
raised, and presented to the Board, on June 8 and again on June 19." Centegra has had almost 6
months to provide the required physician referral letters. The fact remains that physician referral
letters are absolutely required under the Review Board’s regulations. Centegra failed to provide
any physician referral letters. The Board should deny this application because it does not contain
the referral letters required by the Section 1110.530(b) rules.

3. Safety Net Impact Statement (SAR Pages 11-12)

Pages 11 and 12 of the SAR make reference to a Safety Net Impact Statement. We
believe that this section of the SAR should also specifically reference the “Safety Net Impact
Statement Response” and the “Market Assessment and Impact Study of the Centegra Hospital”
that were filed by Sherman Hospital, St. Alexius Medical Center and Good Shepherd Hospital
and that the SAR should provide an analysis of both submissions. """ The Planning Act requires
that an applicant for a CON permit submit a Safety Net Impact Statement detailing the impact its
project will have on Safety Net Services. Throughout the CON process, Centegra has simply
stated, and has maintained, that a new hospital “will not impact other hospitals™* and that their

® Responsc to Opponents Submissions, dated November 16, 2011

10 Summary of Arguments in Opposition, dated June 8, 2011, pages 8-9; Response to State Agency Report for the Centegra Hospital-Huntley
Project, dated June 19, 2011, page 3.

u Safety Net Impact Response, dated June 2, 2011; Krentz Consulting Market Assessment and Impact Study, daied May 24, 2011,

12 Centegra Hospital-Huntley, Project 10-090, Application for Permil, Attachment 43.
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project would benefit Safety Net Services. When it came time for Centegra to oppose the Mercy
hospital project, Centegra’s CEO, Michael Eesley, said:

“This proposal, again, cannibalizes hospitals by stealing patients and sends
profits to Wisconsin, and would significantly impact the Safety Net provisions that
are provided to our local communities.”

We believe Mr. Eesley is correct, and as we have stated previously to the Board, we
believe and agree with Centegra on the point that any new hospital undercuts the ability of
existing hospitals to provide Safety Net Services. ™

4. Request for Written Decision

We concur with the SAR findings that the proposed project does not meet several of the
Board’s important review criteria, including ‘“unnecessary duplication of services.”
Consequently we would request a written decision explaining the Board’s decision in the event
the application was approved.

We appreciate the opportunity to comment upon the State Agency Report.

Sincerely,

JRO/eka

cc: Courtney Avery
Mike Constantino
Frank Urso

1 Testimony of Mr. Michas} Ecsley, Chief Executive Officer Centegra Health Systemn, Mercy Public Hearing, October 7, 2011, page 12.
L Sumnmary of Arguments to Sustain Review Board’s Intent-to-Deny, dated November 14, 2011, pages 3, 5.
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Constantino, Mike

From: Lawler, Daniel [daniel.lawler @klgates.com)

Sent: Monday, November 28, 2011 4:21 PM

To: Avery, Courtney

Cc: Constantino, Mike; Urso, Frank; Andrea R. Rozran [arozran @diversifiedhealth.net]; Streng
Hadley (HStreng@centegra.com)

Subject: Project #10-090, Centegra Hospital-Huntley: Applicants' Comment on SSAR

Attachments: Response to Centegra SSAR.pdf

Dear Ms. Avery,

I represent Centegra Health System and Centegra Hospital-Huntley, the applicants on Project No. 10-090, Centegra
Hospital-Huntley. Attached please find the applicants' written comment on the Supplemental State Agency Report for
Project No. 10-090, Centegra Hospital-Huntley.

We have been advised by the Review Board's staff that the time for submitting written responses was extended from £:00
am to 5:00 pm due to the Thanksgiving holiday, and that email transmission was acceptable.

Dan Lawler

Daniel J. Lawler

K&L Gates LLP

70 W. Madison St., Ste. 3100
Chicago, IL 60602-4207

t. 312-807-4289

f. 312-827-8114

daniel.lawler @ klgates.com
http://www .kigates.com/

This electronic message contains information from the law firm of K&L Gates LLP. The contents may be privileged and
confidential and are intended for the use of the intended addressee(s) only. If you are not an intended addressee, note
that any disclosure, copying, distribution, or use of the contents of this message is prohibited. 1f you have received this e-

mail in error, please contact me at daniel.lawler@klgates.com.
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VIA EMAIL

Courtney R. Avery
Administrator

K&L Gates up

70 West Madison $treet
Suite 3100

Ghicago, IL 60602-4207

1 32.an2 NN waw klgates.com

November 28, 2011

Illinois Health Facilities and Services Review

Board

525 West Jefferson Street

2nd Floor
Springfield, IL 62761

Re:  Project No. 10-090 Centegra Hospital-Huntley
Applicants’ Response to Supplemental State Agency Report

Dear Ms. Avery:

1 represent Centegra Health System and Centegra Hospital-Huntley, the applicants in
Project No. 10-090, Centegra Hospital-Huntley, and submit this written comment on the
findings of the Supplemental State Agency Report (“SSAR”) for Project No. 10-090 pursuant
to Section 6(c-5) of the Illinois Health Facilities Planning Act(20 ILCS 3960/6(c-5).

I The SSAR is Overwhelmingly Positive

The SSAR was overwhelmingly positive, with the Project in conformance to most all
of the Review Board’s criteria including the following:

Criterion 1110.230(a):
Criterion 1110.230(b):
Criterion 1110.230(c):
Criterion 1110.234(a):
Criterion 1110.234(b):
Criterion 1110.234(d):

Background of the Applicant
Purpose of the Project

Alternatives to the Proposed Project
Size of Project

Project Services Utilization
Assurances

Criterion 1110.530(b)(1):  Planning Area Need: formula calculation
Criterion 1110.530(b)(2):  Planning Area Need: service to planning area residents
Criterion 1110.530(b)(3): Project Service Demand: rapid population growth

Criterion 1110.530(e): Staffing Availability
Criterion 1110.530(f): Performance Requirements
Criterion 1110.530(g): Assurances

Criterion 1120.120: Availability of Funds
Criterion 1120.130: Financial Viability

Criterion 1120.140(a):
Criterion 1120.140(b):
Criterion 1120.140(c):
Criterion 1120.140(d):
Criterion: 1120.140(e):

Cl-9255723

Reasonableness of Financing Arrangements
Conditions of Debt Financing
Reasonableness of Project and Related Costs
Projected Operating Costs

Total Effect of the Project on Capital Costs
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With these findings, Centegra Hospital-Huntley, Project No. 10-090, is
unquestionably the most favorably reviewed new hospital project in the history of the
Review Board and its predecessor Board. Even the “replacement” hospital projects approved
over the years did not conform to as many Review Criteria as Centegra Hospital-Huntley.

1.  The SSAR Should Be Corrected to Show Compliance with the Service
Accessibility Criterion

The SSAR made findings of non-conformance under three Review Criteria. We
respectfully submit that the finding of non-conformance for Criterion 1110.530(b), Planning
Area Need, is in error and request that the SSAR be cosrected to show compliance with that
Criterion.

In the SSAR, the finding of non-conformance for Criterion 1110.530(b) is solely
based on sub-paragraph (5) which relates to Service Accessibility. That sub-paragraph states
that an applicant “shall document that at least one of the following factors exists in the
planning area,” and then identifies five separate factors. The five factors relate to: (1) the
absence of services in the area; (2) access limitations due to payor status; (3) restrictive
admission policies of existing providers; {4) federally designated health professional shortage
areas and medically underserved areas, and, {5) utilization of existing facilities within 45
minutes. A copy of Criterion 1110.530(b)(5) is included as Attachment 1 hereto.

Importantly, Criterion 1110.530(b)(5) does not require that all of the five factors be
documented, but rather, only that az least one be documented. The Centegra applicants for
Project No. 10-090 documented conformance with one of the five factors by submitting proof
in their permit application that areas within the designated Planning Area and the project’s
geographic service area were designated by the Secretary of Health and Human Services as a
Health Professional Shortage Area, Medically Underserved Area and Medically Underserved
Population. The SSAR confirms this in its finding on page 23 that “the applicants provided
evidence of 3 census tracts within Planning Area A-10 that have been designated a[s]
Medically Underserved Population, 1 census tract in the primary service area as designated
Medically Underserved Area/Population, [and] four townships in the market area designated
as Health Manpower Shortage Areas.”

Having documented conformance with one of the five factors under Critcrion
1110.530(b)(5), the project conformed 1o the plain language of the rule and the project should
have received a positive finding under this Criterion. However, the SSAR made a finding on
non-compliance based on the existence of providers within 45-minutes that were below target
utilization.
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The finding of non-compliance is erroneous because it necessarily assumes that an
applicant must document more than one of the five identified factors whereas the rule plainly
states that an applicant document af least one of the five factors. For this reason, we
respectfully request that the SSAR be corrected to show that the project 1s in conformance
with Criterion 1110.530(b).

1.  The Findings of Non-Compliance in the SSAR are Based on a Single, Non-
Determinative Factor

Other than Criterion 1110.530(b) addressed above, the SSAR made findings of non-
conformance under only two other Review Criteria, and both were triggered by a single
factor, namely, underutilization at existing facilities. Underutilization of existing facilities is
not a deciding factor under the Planning Act and the Review Board’s longstanding practice.
Indeed, in the vast majority of projects approved by the Review Board, the State
Agency has reported the existence of numerous, underutilized facilities. The Centegra
Hospital-Huntley project meets an identified unmet need. The existence of underperforming
facilities is not a basis to deny this much-needed project.

A. The development of health care facilities in areas of identified unmet need
is a prevailing policy of the Planning Act

A primary purpose of the Planning Act is to “guarantee the availability of quality
health care to the general public” and to promote the “‘development of health care facilities
needed for comprehensive health care especially in areas where the health planning process
has identified unmet needs.” 20 ILCS 3960/2. While the Planning Act also promotes the
“development of health care facilities in the State of 1llinois that avoids unnecessary
duplication of such facilities” (id.) where, as here, the planning process has identified unmet
needs, the establishment of additional needed services is, by definition, not “unnecessary”
duplication. The availability of quality health care facilities in areas of unmet peed is a
prevailing policy of the Planning Act, and the promotion of that State policy should not be
subjugated to underutilized facilities.

B. It is not the Review Board’s responsibility to protect the market share of
underutilized facilities

While the State Board is to consider the extent of utilization at existing facilities as
one of many factors in developing its planning policies under Section 12(4) of the Planning
Act (20 ILCS 3960(12(4)), it is not the Review Board’s responsibility to improve or maintain
utilization at existing underutilized facilities. To the contrary, lllinois Courts have
consistently held that it is not the Review Board’s role to protect the market share of existing
facilities. In Provena Health v. Ill. Health Facilities Planning Bd., 382 111. App. 3d 34, 48
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(1st Dist. 2008), the Tllinois Appellate Court held that, “It is not the [Review] Board’s
responsibility to protect market share of individual providers.” Similarly, in Cathedral Rock
of Granite City, Inc. v. Ill. Health Facilities Planning Bd., 308 1l1. App. 3d 529, 540 (4th
Dist, 1999), the Court determined that “[t]he purpose of the Planning Act ... is not to provide
protection to competitors from an imposition on their market shares.” As the Court further
noted in Cathedral Rock: “No rule or law forever entitles plaintiff to such share.”

308 I1l. App. 3d at 540.

To withhold the approval of a new facility based on the underutilization of existing
facilities would turn the planning process on its head and create negative incentives that
punish successfully operated facilities while rewarding the poorly operated ones. This very
point was made by the Illinois Appellate Court in Dimensions Medical Center, Ltd., v.
Eimhurst Quipatient Surgery Center, L.L.C., 307 1. App.3d 781 (4™ Dist. 1999).

In Dimensions Medical Center, two underutilized surgery centers challenged the State
Board’s issuance of a permit for a new Ambulatory Surgical Treatment Center and argued
that no new facilities should be approved until existing facilities met target utilization levels.
The llinois Appellate Court summarily rejected this contention and noted its absurd
consequences:

“Under their proposed standard, a successful medical-care provider ... would be
forbidden from expanding to provide for the needs of its own patients just because
some other facilities in the area cannot maintain an adequate patient base. The public
would, under [the proposed standard], be forced to seck medical services at facilities
that--for whatever reason--it had not chosen for that purpose. As a secondary effect,
part of the incentive for medical-care providers to do good work would disappear.
Those that do well would be forbidden from enjoying the fruits of their efforts, and
those that do poorly would be guaranteed a patient basc because the Board would
simply deny permits to build new facilities in the area until the reluctant public finally
made sufficient use of all cxisting facilities.”

Dimensions Medical Center, 307 Ill. App.3d at 799-800.

While it is not the Review Board’s responsibility to maintain the utilization at
existing facilities, Centegra has documented that population growth in the areas to be served
by Centegra Hospital-Huntley will offset any marginal reduction in patient volumes of
existing facilities so as to not adversely affect their utilization. Centegra Hospital-Huntley
will serve two of the fastest growing planning areas in the State. IDPH data show that
McHenry County (A-10) is the second fastest growing planning area in the State and
northern Kane County (A-11) is the third fastest growing planning area. The most recent 10-
year population projection by IDPH (as of October 14, 2011) for McHenry County is 24%
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and for northern Kane County is 21%. (See IDPH Population Projections Table included as
Attachment 2 hereto.) In addition, the 2010 Census confirms that the Village of Huntley
continues to be one of the fastest growing municipalities in the Chicago Metropolitan Area.

C. This needed project should not be penalized for underutilization at
other facilities

New, needed facilities should not be denied due to underutilization at existing
facilities. Otherwise, the public would be forced to go to facilities they choose to avoid, and
the Review Board would create negative incentives for hospital administrators. Again, as
noted by the Appellate Court in Dimensions Medical Center: “Those that do well would be
forbidden from enjoying the fruits of their efforts, and those that do poorly would be
guaranteed a patient base because the Board would simply deny pennits to build new
facilities in the area until the reluctant public finally made sufficient use of all existing
facilities.” The present project is a case in point.

1. Mercy Harvard is avoided by the public and by Mercy’s own
employed physicians

Centegra operates two of the three existing acute care hospitals in Planning Area A-
10 which has the highest medical/surgical utilization among the 40 statewide planning areas.
(See CON Occupancy table included as Attachment 3 hereto.) This despite the fact that the
third hospital in Planning Area A-10, Mercy Harvard, has one of the state’s lowest
medical/surgical utilization rates (27.5%) according to the 2010 Hospital Profiles. Mercy
Harvard is not only avoided by the public, it is avoided by Mercy’s own employed
physicians.

According to COMPdata, only 331 of 1,375 Harvard residents who received inpatient
services went to Mercy Harvard in FY 2010. (See COMPdata table included as Attachment 4
hereto.) Most residents of Harvard choose to drive approximately 30 minutes to Centegra
Hospital-Woodstock or approximately 47 minutes to Centegra Hospital-McHenry. 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 for Project No. 10-089, out of a total 349 referrals of residents
from the Harvard zip code, only 29 were referred to Mercy Harvard, while 319 were referred
to Centegra hospitals. (See Mercy Physician Referral table included as Attachment 5 hereto.)
In this instance, Mercy 's employed physicians prefer Centegra’s hospitals over Mercy
Harvard by a factor of eleven to one.

The State has identified an unmet need for additional hospital beds in McHenry
County. These needed beds should not be denied because Mercy Harvard is underutilized. If
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the “reluctant public” is denied new, needed facilities until Mercy Harvard is at target
occupancy, the public is unlikely to ever receive those needed services. Based on the
Hospital Profiles posted on the Review Board’s website, in the nine years that Mercy
Alliance has owned Mercy Harvard, its medical/surgical utilization has averaged 19% and
has never been higher than 28%. (See Utilization table included as Attachment 6 hereto.)

2. Sherman intentionally over-built in an over-bedded area

In 2005, Sherman Hospital obtained a CON permit for a “replacement hospital” with
197 medical/surgical beds (Project No. 05-054). At the time, Sherman’s planning area (A-
11) had an excess of 192 medical/surgical beds. Even though the proposed project reduced
the size of the hospital’s medical/surgical unit, the project as approved still left an excess of
77 medical/surgical beds in the area. Sherman knew that the planning area was over-bedded
and still proceeded to build a facility with beds far in excess of the identified area need.

Moreover, Sherman Hospital has been underutilized for decades. According to the
Hospital Profiles posted on the Review Board’s website, Sherman Hospital’s
medical/surgical utilization has averaged only 52% in the last nine years. (See Attachment
6.) In addition, the Review Board’s Inventories of Hospital Services from prior years shows
that this is not a recent phenomenon. The 1990 Inventory shows Sherman Hospital’s
medical/surgical utilization at 53% and the 1992 Inventory shows a medical/surgical
utilization of 50%. (See excerpts from the 1990 and 1992 Inventories of Hospital Services
included hereto as Attachments 7 and 8, respectively.)

Sherman Hospital has over twice the number of inpatient beds as its cross-town rival
Provena Saint Joseph Hospital, which is also located in Elgin. Historically, Provena Saint
Joseph has had considerably higher utilization than Sherman (though Provena itself is also
below target utilization levels). Sherman was obviously determined to maintain its huge size
advantage over Provena notwithstanding the lack of need and Sherman’s own historical
inability to meet target utilization levels.

The remedy for Sherman’s and any other facility’s underutilization is to simply
reduce its number of beds. Sherman’s intentional over-building and the general over-bedded
state of affairs in the city of Elgin should not be the reason that the residents of Huntley and
Planning Area A-10 are denied a needed, new facility.
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Thank you for your consideration of this written comment on the findings in the
Supplemental State Agency Report for Centegra Hospital-Huntley, Project No. 10-090.
Very truly yours,
K&L GATES LLP
Daniel J. Lawler

DJL:dp
Enclosure
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Section 1110.530 Medical/Surgical, Obstetric, Pediatric and Intensive Care — Review
Criteria

5)

Service Accessibility

The number of beds being established or added for each category of
service is necessary to improve access for planning area residents. The
applicant shall document the following:

A) Service Restrictions

The applicant shall document that at least one of the following
factors exists in the planning area:

1) The absence of the proposed service within the planning
area;
i) Access limitations due to payor status of patients,

including, but not limited to, individuals with health care
coverage through Medicare, Medicaid, managed care or
charity care;

iii) Restrictive admission policies of existing providers;

iv) The area population and existing care system exhibit
indicators of medical care problems, such as an average
family income level below the State average poverty level,
high infant mortality, or designation by the Secretary of
Health and Human Services as a Health Professional
Shortage Area, a Medically Underserved Area, or a
Medically Underserved Population;

v) For purposes of this subsection (b)(5) only, all services
within the 45-minute normal travel time meet or exceed the
utilization standard specified in 77 Ill. Adm. Code 1100.

Attachment 1
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IDPH POPULATION PROJECTIONS
AH Planning Areas

2008 Population | 2018 Population Projected
Planning Area | ¢ imated) (Projected) |0 oV Rate
A-013 732,000 913,520 25%
A-010 319,580 395,700 24%
A-011 389,420 472,220 21%
E-005 91,520 104,570 14%
A-009 715,870 810,100 13%
E-003 42,020 47,450 13%
C-002 156,190 174,480 12%
C-003 77,900 87,510 12%
F-006 136,010 150,380 11%
D-002 206,320 228,050 11%
D-005 98,520 108,770 10%
F-005 61,680 67,940 10%
A-007 621,350 683,950 10%
D-001 240,740 264,900 10%
E-004 57,330 63,060 10%
F-004 105,790 116,270 10%
F-007 159,070 174,600 10%
E-002 78,810 86,450 10%
F-002 83,970 91,900 9%
C-001 371,610 406,330 9%
B-002 84,510 92,320 9%
B-004 108,530 118,310 9%
A-006 489,750 533,120 9%
B-001 385,590 418,870 9%
E-001 308,540 333,810 8%
C-004 68,620 74,120 8%
D-004 161,540 174,090 8%
F-003 96,200 103,750 8%
A-001 1,046,900 1,126,360 8%
A-D08 444,820 475,170 7%
A-004 1,145,140 1,222,340 7%
A-014 110,710 117,600 6%
A-005 933,760 989,700 6%
B-003 100,020 115,000 5%
A-012 333,950 350,320 5%
C-005 215,140- 224,550 4%
A-003 834,410 863,180 3%
F-001 577,460 504,040 3%
A-002 594,890 607,220 2%
D-003 107,330 107,390 0%

Source: IDHFSRBADPH Inventory of Heaith Care Facilities and Services
and Need Determinations {October 14, 2011)

Attachment 2
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CON OCCUPANCY RATES
Medical-Surgical Beds: All Planning Areas

PLANNING CON OCCUPANCY
AREA CY2010
A-010* 73.0%
A-005 70.6%
A-002 60.2%
A-007 ‘ 68.4%
A-011 65.3%
£-001 64.6%
D-001 64.3%
A-D13 64.2%
C-001 62.5%
A-D09 61.3%
F-006 60.6%
A-008 60.6%
A-012 58.7%
B-004 58.3%
D-005 58.3%
A-D01 57.9%
A-004 57.8%
A-006 57.8%
B-001 56.4%
A-003 56.2%

' F-004 55.7%
D-002 - 56.2%
B-003 54.2%
F-002 53.4%
F-007 50.5%
AD14 49.4%
E-005 45.4%
'F-001 44.1%
D-004 41.6%
C-005 41.5%
C-003 40.9%
F-005 39.8%
C-002 ' 37.6%
D-003 36.7%
8-002 36.4%
E-0D4 34.1%
C-004 33.7%
E-002 20.5%
E-003 17.2%
F-003 -

Source: IDPH Hospital Data Summary by Hospital Planning Area, 2010

* The high CON Occupancy in Planning Araa A-10is due to Centegra Hospital-MceHenry and Centegra Hospital-Woodstock
as the other hospital In A-10 {Mercy Harvard) has a CON Occupancy of only 26.8%.

** Tha utilization in F-003 appears esroneously skawed in the 2010 Hospital Profiles by the report of one 25-bed hospital showing an
average dally census over 183 and CON Occupancy of 773%. This |s an obvious eror. Based on the 2009 Hospital Profites, the
CON Occupancy for F-003 was 39.4% ard the hospital in question (Wabash General) had a CON Occupancy of 38.1%.

Attachment 3
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FY 2010 Harvard Residents inpatient Hospitalization
Source: IHA COMPdata; Excludes Neonates & Normal Newborns

60033
Harvard
Centegra Hospital-McHenry 123
Centegra Hospital-Woodstock 558
Mercy Harvard Hospital 331
Harvard Residents going to McHenry County Hospitals Subtotal 1,012
Harvard Residents going to Non McHenry County Hospitals Subtotal 363
Harvard Residents Inpatient Grand Total 1,375

Attachment 4
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Facilities to which Mercy's Employed Physicians
Refer Residents of Harvard, lllinois
:::::::‘to; ::fr::::j Mercy Centegra Centegra Advocate
Physician Name . Harvard Hospital- Hospital- Good
by Physician Memorial McHenry | Woodstock | Shepherd
(zip code 60033)
Albright, Kim 1 1
Asbury, Jeffray 4 3 1
Bistriceanu,| Graziella 1 i
Campau, Steven 1 1
Chatterii, Maniju 3 3
Chitwood, Rick 1 1
Cook, Richard 62 62
Crawley, Termi 29 29
DeHaan, Paul 12 5 2 5
Dillon, Paul 1 1
Favia, Julie i1 11
Gavran, Monica 1 1
Goodman, David 1 1
Gulati, Roshi 2 ) 2
Gupta, Lata 18 18
Howey, Susan 1 1
Hussain, Yasmin 12 .1 1
Kakish, Nathan 24 24
Karna, Sandhya 2 2
Karney, Michelle 12 12
Krpan, Marko 5 3 2
Livingston, | Gary ' 2 2
Logman, Mabria 5 5
MacDonald,| Robert 2 2
Mirza, Aisha 32 32
Persing, Richard 9 9
Phelan, Patrick 28 28
| Riggs. Mary 3 3
Ronquillo, Bibiano 2 2
.Tarandy, Dana 14 6 8
Wittman, Randy 4 4
Zaino, Ricca 44 44
TOTAL 349 29 29 290 1

Source: Physician Referral letters included in CON Application for
Mercy Crystal Lake Hospital & Medical Center, Project No. 10-089

Attachment 5
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Hospital Medical/Surgical
Percentage Utilization

Year Mercy Harvard Sherrr!an
Memorial Hospital
2010 275 63.8
2009 26.8 46.8
2008 159 52.8
2007 17.3 55.8
20086 220 67.7
2005 15.3 47.5
2004 17.0 47.7
2003 135 41.4
2002 13.8 40.9

Source: Hospital Profiles posted on IHFSRE website

Attachment 6
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Agenda - Health Facilities and Services Review Board — December 6-7, 2011 - Page 1

State of Illinois

Health Facilities and Services Review Board
525 West Jefferson Street, 2" Floor, Springfield, Illinois 62761 (217) 782-3516, (217) 785-4111 (fax)
www.hfsrb.illinois.gov

i} jlan}
i AGENDA i
(M-316) — EINAL (per 2 IAC 1925.240)

Final Agenda will be posted no later than
9:00 A.M. Friday, December 2, 2011 at the
Health Facilities and Services Review Board’s office
and at the meeting location.
Bolingbrook Golf Club
2001 Rodeo Drive
Bolingbrook, IL 60490

=] =)

1. PUBLIC PARTICIPATION SIGN-IN - 9:30 A.M.

2. CALL TO ORDER: Tuesday, December 6, 2011 - 10:00 A.M.
3. ROLL CALL

4. APPROVAL OF AGENDA

5.  APPROVAL OF MINUTES: October 12-13, 2011

6. POST PERMIT ITEMS APPROVED BY THE CHAIRMAN

e Change of Ownership Project # 11-069 DSI Scottsdale Renal approved October 13, 2011

o Alteration Project #10-061Hoopeston Community Memorial Nursing Home approved November 4, 2011

o Permit Renewal #10-004 Grand Crossing Dialysis 12 month renewal approved November 4, 2011

o Permit Renewal #09-067 FMC West Batavia: 13 month renewal approved November 4, 2011

e Permit Renewal #10-012 FMC River Forest: 12 month renewal approved November 4, 2011

e Permit Renewal #10-001- FMC West Willow: 12 month renewal approved November 4, 2011

o Permit Renewal #07-114 Good Samaritan Home Quincy 18 month renewal approved November 11, 2011

e Permit Renewal # 11-063 Proctor Hospital 10 month renewal approved November 19, 2011

e Permit Renewal # 11-009 Sedgebrook Health Center 6 month renewal approved November 19, 2011

e Permit Renewal # 08-078 South Loop Endoscopy & Wellness Center 6 month renewal approved
November 19, 2011

Alteration Project #11-005 Touchette Regional Hospital approved November 19, 2011

o Abandoned Permit #08-033 Foot Surgical Center approved November 28, 2011

7. ITEMS FOR STATE BOARD ACTION:

A.  PERMIT RENEWAL REQUESTS

NOTICE: THIS MEETING WILL BE ACCESSIBLE TO PERSONS WITH SPECIAL NEEDS IN COMPLIANCE WITH PERTINENT STATE AND|
FEDERAL LAWS UPON NOTIFICATION OF ANTICIPATED ATTENDANCE. PERSONS WITH SPECIAL NEEDS SHOULD CONTACT BONNIE
HILLS AT THE HEALTH FACILITIES AND SERVICES REVIEW BOARD OFFICE BY TELEPHONE AT (312) 814-2793 (TTY # 800-547-0466 FOR|
HEARING IMPAIRED ONLY) OR BY LETTER NO LATER THAN December 2, 2011.

002064



Agenda - Health Facilities and Services Review Board — December 6-7, 2011 - Page 2

Item Opp Facility City Number
A-1 No Addison Rehabilitation & Living Elgin 09-030
Ctr.

36- Month Permit Renewal

A-2 No Clare Oaks Bartlett 05-002
6-Month Permit Renewal

B. EXTENSION REQUESTS (none)
C. EXEMPTION REQUESTS
Item Opp Facility City Number

C-1 No St. Alexius Medical Center Hoffman Estates E-012-11
Change of ownership

C-2 No Alexian Brothers Medical Center Elk Grove Village E-013-11
Change of ownership

C-3 No Alexian Brothers Behavioral Health  Hoffman Estates E-014-11
Hospital
Change of ownership
D. ALTERATION REQUESTS (none)
E. DECLARATORY RULINGS/OTHER BUSINESS (none)

Item Opp Facility City Number

E-1 No Lawrence County Memorial Hospital Lawrenceville NA
Request to decrease application fees

F. HEALTH CARE WORKER SELF-REFERRAL ACT (none)
G. STATUS REPORTS ON CONDITIONAL/CONTINGENT PERMITS (none)

H. APPLICATIONS SUBSEQUENT TO INITIAL REVIEW

Item Class Opposition Facility City Number
H-01 Sub Yes ARA-McHenry County McHenry 11-016
Establish a 12-Station ESRD

Facility

NOTICE: THIS MEETING WILL BE ACCESSIBLE TO PERSONS WITH SPECIAL NEEDS IN COMPLIANCE WITH PERTINENT STATE AND|
FEDERAL LAWS UPON NOTIFICATION OF ANTICIPATED ATTENDANCE. PERSONS WITH SPECIAL NEEDS SHOULD CONTACT BONNIE
HILLS AT THE HEALTH FACILITIES AND SERVICES REVIEW BOARD OFFICE BY TELEPHONE AT (312) 814-2793 (TTY # 800-547-0466 FOR|
HEARING IMPAIRED ONLY) OR BY LETTER NO LATER THAN December 2, 2011.
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Item Class Opposition Facility City Number
H-02 Sub No Driftwood Dialysis Freeport 11-066
Establish 10-Station ESRD
Facility
H-03 Sub No Woodlawn Dialysis Chicago 11-068
Discontinue 20-Station
ESRD
Re-Establish 32-Station
ESRD
H-04 Non- No Dimensions Medical Ctr. Des Plaines 11-067
Sub Ltd.

Discontinue ASTC

I.  APPLICATIONS SUBSEQUENT TO INTENT TO DENY

Item Class Opposition Facility City Number
I-01  Sub No FMC-Lockport Lockport 11-022
Establish a 12 Station ESRD
Facility
[[RECESS
DAY TWO

1. PUBLIC PARTICIPATION SIGN-IN - 9:30 A.M.
2. CALL TO ORDER: Wednesday, December 7, 2011, 10:00 A.M
3. ROLLCALL

I.  APPLICATIONS SUBSEQUENT TO INTENT TO DENY cont’d.

Item Class Opposition Facility City Number
I-01  Sub Yes Mercy Crystal Lake Hospital  Crystal Lake 10-089
Establish 70-Bed Acute Care
Hospital

NOTICE: THIS MEETING WILL BE ACCESSIBLE TO PERSONS WITH SPECIAL NEEDS IN COMPLIANCE WITH PERTINENT STATE AND|
FEDERAL LAWS UPON NOTIFICATION OF ANTICIPATED ATTENDANCE. PERSONS WITH SPECIAL NEEDS SHOULD CONTACT BONNIE
HILLS AT THE HEALTH FACILITIES AND SERVICES REVIEW BOARD OFFICE BY TELEPHONE AT (312) 814-2793 (TTY # 800-547-0466 FOR|
HEARING IMPAIRED ONLY) OR BY LETTER NO LATER THAN December 2, 2011.
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Item Class Opposition Facility City Number

1-02  Sub Yes Centegra Hospital-Huntley Huntley 10-090
Establish 128-Bed Acute
Care Hospital

4. EXECUTIVE SESSION

A. APPLICATIONS PENDING ADMINISTRATIVE HEARING (ADM) / JUDICIAL
REVIEW (JUD)

5. COMPLIANCE ISSUES / SETTLEMENT AGREEMENTS / FINAL ORDERS

Referrals to Legal Counsel

. Highland Ambulatory Surgery Center — discontinued facility without a permit
Final Orders

e HFSRB 11-08, 11-09, 11-10- HFSRB v. RAI Care Center of Illinois/Liberty Dialysis
e  HFSRB 10-01- HFSRB v. Fox River Pavilion LP - Project #07-065

6. OTHER BUSINESS
7. RULES DEVELOPMENT
8.  NEW BUSINESS

Hickory Estates in Sumner discontinued a 16 bed ICF/DD facility.
Rockford Nursing & Rehab Ctr. in Rockford, Illinois discontinued a 97 bed nursing care facility
Financial Report — October 2011, November 2011
Dialysis Information
Critical Access Hospital Bed Reduction
e Washington County Hospital - 22 acute care beds
o John Warner Hospital - 25 acute care beds

aorwnhE

9. ADJOURNMENT

FOR TRANSCRIPTS OF THIS MEETING CONTACT:
Midwest Litigation Services
15 South Old State Capitol Plaza
Springfield IL 62701
217-522-2211

10. NEXT MEETING

January 10, 2012 Location: TBA

NOTICE: THIS MEETING WILL BE ACCESSIBLE TO PERSONS WITH SPECIAL NEEDS IN COMPLIANCE WITH PERTINENT STATE AND|
FEDERAL LAWS UPON NOTIFICATION OF ANTICIPATED ATTENDANCE. PERSONS WITH SPECIAL NEEDS SHOULD CONTACT BONNIE
HILLS AT THE HEALTH FACILITIES AND SERVICES REVIEW BOARD OFFICE BY TELEPHONE AT (312) 814-2793 (TTY # 800-547-0466 FOR|
HEARING IMPAIRED ONLY) OR BY LETTER NO LATER THAN December 2, 2011.
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11. FUTURE MEETING DATES

Health Facilities Planning Board — Meetings — 2012
Date City Location

February 28, 2012 TBA TBA
April 17,2012 Springfield DNR Building State Fairgrounds

June 5, 2012 TBA TBA

July 24, 2012 TBA TBA

September 11, 2012 TBA TBA

October 30, 2012 TBA TBA

December 18, 2012 TBA TBA

NOTICE: THIS MEETING WILL BE ACCESSIBLE TO PERSONS WITH SPECIAL NEEDS IN COMPLIANCE WITH PERTINENT STATE AND|
FEDERAL LAWS UPON NOTIFICATION OF ANTICIPATED ATTENDANCE. PERSONS WITH SPECIAL NEEDS SHOULD CONTACT BONNIE
HILLS AT THE HEALTH FACILITIES AND SERVICES REVIEW BOARD OFFICE BY TELEPHONE AT (312) 814-2793 (TTY # 800-547-0466 FOR|
HEARING IMPAIRED ONLY) OR BY LETTER NO LATER THAN December 2, 2011.
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1 STATE OF ILLINOIS
2 HEALTH FACILITIES AND SERVICES REVIEW BOARD
3 525 West Jefferson Street, 2nd Floor
4 Springfield, 1llinois 62761
5 217-782-3516
6
7
8
9 OPEN SESSION
10 DAY 2 -- DECEMBER 7, 2011
11 Open session of the meeting of the State of lllinois

12 Health Facilities and Services Review Board was held on
13 December 7, 2011, at the Bolingbrook Golf Club, 2001
14 Rodeo Drive, Bolingbrook, Illinois.

15

16

17

18

19

20

21

22

23

24
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1 PRESENT :

Dale GALASSIE - Chairman
2 Ronald Eaker

John Hayes
3 John Burden

Alan Greiman
4 Kathy Olson

Richard Sewell
5 Robert Hilgenbrink
6 ALSO PRESENT:
7 Courtney Avery - Board Administrator
8 Cathy Clarke - Assistant
9 Frank Urso - General Counsel
10 Juan Morado - Assistant Counsel
11 Michael Constantino - IDPH Staff
12 George Roate - Staff
13 Bill Dart - IDPH Staff
14 Claire Berman - IDPH Staff
15 David Carvalho - Deputy Director, IDPH
16 Michael C. Jones - IDHFS
17 Michael Pelletier - IDHS
18
19 Reported by:
20 Karen K. Keim
21 CRR, RPR, CSR-IL, CRR-MO
22 Midwest Litigation Services
23 401 N. Michigan Avenue
24 Chicago, IL 60611
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1 START TIME: 10:03 a.m.
2
3 CHAIRMAN GALASSIE: Good morning, ladies and

4 gentlemen. Welcome here. We are back in order from our

5 recess as of yesterday. We hope there"s enough seating,

6 and we apologize if there®s not, but please try to make

7 yourselves comfortable, if you can.

8 For those of you that were not here yesterday,
9 we made a readjustment to our agenda. 1 somewhat apologize
10 for that. One of our difficulties in our current mode of
11 operations is that public comments at the meetings -- it"s
12 difficult to project how long public comments are going to
13 take, so balancing our agenda the last few meetings has

14 been a bit of a challenge. As a result of that, in just a
15 few minutes we are going to be going into Executive

16 Session, which is later on our agenda, but we needed to

17 move it up because there was Board business we needed to go
18 into today. We anticipate it will take about 30 minutes.
19 So, we will clear the room, and you have about 30 minutes
20 to do whatever you need to do.

21 That having been said, 1"m going to ask

22 Counsel Juan, if you would read for us -- we"re going to

23 start out by reading our public comment guidelines, so

24 people understand the rules of the game as they are.

MIDWEST LITIGATION SERVICES
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1 IT you would, please, sir.

2 MR. MORADO: The Open Meeting Act requires

3 that any person shall be permitted an opportunity to

4 address public officials under the rules established and

5 recorded by this public body. The following is the

6 procedure which the Health Facilities and Services Review

7 Board will adhere to for today®s proceedings.

8 IT you have previously participated in any

9 public hearing or submitted written comments for the

10 projects listed on today"s agenda, please respect that you
11 will not be allowed to repeat your previous comments. Each
12 Board member has received and reviewed all related

13 materials. In order to accomplish other agenda items, each
14 speaker will be allowed a maximum of two minutes to provide
15 their comments. Please understand that when the Chairman
16 signals, you must conclude your comments. Inflammatory or
17 derogatory comments are prohibited. As stated in the

18 guidelines, the Board asks that no more than three persons
19 representing the same organization provide testimony
20 regarding the same project. Public comment for each
21 speaker is limited to testimony for one project or issue.
22 The Board asks that you please make sure that all comments
23 are focused and relevant to the specific projects on the

24 current agenda. Again, all comments should not be

MIDWEST LITIGATION SERVICES
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1 repetitive nor disruptive to the Board®"s proceedings today.

2  Speakers who do not comply with these guidelines will not

3 be allowed to provide comments at the Board®s open meeting.
4 CHAIRMAN GALASSIE: Thank you, Mr. Morado.

5 Also, keep In mind these guidelines follow

6 public hearings that have occurred on these issues

7 typically, and certainly in this case.

8 I would like to take a moment to introduce our
9 esteemed Senator Pamela Althoff from District 32. She

10 would like to speak to the Board for a few minutes, and iIn

11 deference to her schedule, we"ve asked that she come up

12 early.
13 Good morning, Senator. Welcome here.
14 MS. ALTHOFF: Thank you. Again, thank you

15 very much for the courtesy this morning.

16 Good morning, Chairman GALASSIE and Members of
17 the Health Facilities and Service Review Board. My name is
18 Pamela Althoff and I am the State Senator for the 32nd

19 District. Prior to redistricting my district encompassed
20 McHenry County, and both the Centegra Hospital and Mercy

21 Crystal Lake Hospital and Medical Center applications, if
22 successful, would be filled within this district. In the
23 interest of full disclosure, | have submitted a letter iIn

24 support of the Centegra Health System®s proposal, but I am

MIDWEST LITIGATION SERVICES
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1 not here today to comment on that project, nor am | here to

2 comment on the Mercy project. 1 am, however, here today to
3 share with you what I hope to see from this Board on all

4 CON projects, those before you today and those that will

5 come before you in the future.

6 I address you as an interested, informed

7 member of the public and as one of the State Senate

8 Republican members of the Illinois Task Force on Health

9 Plan Reform. As you may be aware the Task Force was

10 created by the General Assembly following the public outcry
11 over the corruption that scandalized and plagued the

12 predecessor board. At this time, many were calling for the
13 outright elimination of the CON Board and process. Again,
14 in the interest of full disclosure, |1 was not one of those
15 proponents. |1 feel this Board, this process, can assist

16 the State of Illinois In planning and providing accessible,
17 quality, affordable healthcare for our residents. It can
18 choose to serve as a senior partner with a stake in our

19 healthcare providers in producing these quality healthcare
20 systems for all of our residents.
21 Over many months and many hearings, the Task
22 Force evaluated and reassessed the CON planning process.
23 We then prepared recommendations for the legislation to

24 overhaul the process and reconstituted this board. Our
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1 final report is posted on your website, and 1 trust all of

2 you were provided and read the document. | would, with all
3 due respect, like to take a little bit of liberty here and
4 iterate the Task Force®s main reform goal, as I will be

5 referencing it again. "To promote the distribution of

6 healthcare services and approve the healthcare delivery

7 system in 11linois by assuring a predictable, transparent,
8 and efficient CON process.™

9 I respectfully request you note that our goal,
10 your goal, my goal, the State"s goal is to promote the

11 distribution of healthcare services. Many critics of the
12 CON process see the process as a barrier to entry that

13 unduly restricts the availability of healthcare facilities
14 and their services. The General Assembly and the Governor
15 reformed the process with the goal of better, consistently
16 applying rules and standards to promote the distribution of
17 quality, affordable, needed healthcare facilities and

18 services throughout our state. To obtain this goal, we,

19 the State of Illinois, must have a predictable,
20 transparent, efficient, and consistent CON process. A
21 major Ffailing of our predecessor board, along with the
22 scandal of criminal activity, was the lack of consistent,
23 predictable, and transparent decisions. Arbitrary action

24 can undermine public confidence in State Government, just
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1 as much and in some cases more than illegal action.

2 Ladies and gentlemen, consistent, predictable,
3 transparent decisions require that if you have rules and

4 standards, you follow them. Board regulations have the

5 force and effect of law. They are not negotiable

6 guidelines, and they are not to be arbitrarily applied.

7 For example, you have a rule that requires new hospitals to
8 have a minimum of 100 medical/surgical beds; yet you

9 recently approved an application for a new hospital that is
10 not in compliance with that rule, while denying another

11 applicant that was in compliance. Perhaps there was

12 something different about that project, but iIf interested,
13 informed people, like me and other members of the Task

14 Force, cannot see it, 1 am confident that the public and

15 probably even the other applicants can"t see it either,

16 which in my estimation defeats the sole purpose and

17 recommendation of the General Assembly"s Task Force on

18 Health Planning Reform.

19 Predictable, transparent, consistent decisions
20 also demand that a project in substantial conformance with
21 a published, established criteria and standards be approved
22 and, conversely, those who are not in substantial
23 compliance be denied. 1 again note, the Board has approved

24 projects that are substantially non-compliant, as noted on
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1 Staff"s written reviews or evaluations of the application,

2 while other projects who substantially met the criteria and

3 receiving a more positive evaluation were denied.

4 Decisions like these examples do not help those of us who

5 vyet feel the CON review can and should be a viable process

6 to establish, expand, and modify the State of Illinois*

7 health facilities services and related capital

8 expenditures.

9 I do not have a seat at your table, nor do I
10 have a vote on these applications. These decisions are and
11 should be yours. My hope, ladies and gentlemen, is that
12 your decisions are guided by the main reform goal
13 identified by our -- my -- Task Force and embedded in the
14  Amended Planning Act, which is -- and I said 1°d repeat
15 this -- to promote the distribution of healthcare services
16 and improve the healthcare delivery system in 11l1inois by
17 ensuring a predictable, transparent, and efficient CON
18 process.

19 I thank you for accommodating my request to

20 address the Board on these very important considerations.
21 As an engaged and active participant voting on the

22 prevailing side of both the Task Force and the subseguent
23 legislation, 1 feel 1 have a vested interest in ensuring

24 we, the Board, the State, and our healthcare providers, iIn
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1 fact, are meeting our State reform goal. | appreciate ?ﬁﬁﬁp
2 consideration. Thank you very much for the courtesy.

3 CHAIRMAN GALASSIE: Thank you, Senator. Have
4 a good day. Certainly consistent, predictable and

5 transparent goals are what we all want to achieve. 1It"s

6 that efficiency one that scares me a little bit. Thank you
7 very much.

8 That having been said, 1 believe we are

9 prepared to move iInto Executive Session. Can | have a

10 motion to move into Executive Session?

11 MR. HAYES: So moved.
12 MR. HILGENBRINK: Second.
13 CHAIRMAN GALASSIE: Ladies and gentlemen, we

14 ask that you clear the room, and we will be moving into
15 Executive Session, based on Sections 2(c)(11), 2(c)(5),
16 2(c)(21), and 2(c) (D).

17 (Recess from Open Session)

18 (Executive Session held)

19

20 ialaiokaialaialalalel

21

22

23

24
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1 START TIME: 11:05 a.m.
2
3 CHAIRMAN GALASSIE: Thank you very much for

4  your patience. Again, good morning, those of you that

5 weren"t here. There are -- we"re sorry that the seating is
6 what it is. It"s a capacity crowd, as you all know and

7 understand.

8 Let me start by saying that we -- one of the

9 challenges of managing this process is having a public

10 testimony portion within the meeting itself, as opposed to
11 public hearings. Those of you that were here to hear

12 Senator Althoff earlier, we have a strong desire for

13 transparency, and we truly do, from public hearing process
14 to public statement process here at the meeting. That

15 having been said, we have designed rules that we hope

16 respect everyone. So, we"ve asked that you limit your

17 comments to two minutes. We will let you know when two

18 minutes is up. We do it respectfully. We mean it

19 respectfully. With respect to all of the other
20 individuals, some of us tend to talk longer than others,
21 and we simply don®"t have that flexibility.
22 There®s approximately 25 individuals that have
23 asked to speak here this morning to this issue, both in

24 support and/or in opposition. When we call your name -- we
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1 will actually call two or three names, asking you to sort

2 of cue up, if you will, and just come right up to this

3 table. There are microphones. You®ll introduce yourself

4 and spell your name for our recorder. You will not have to
5 be sworn in. And, again, we will try to cue three or four
6 people up at a time, to keep things moving for all of you.
7 MS. OLSON: Mr. Chairman, could we just

8 reiterate one more time -- If you"ve submitted something in
9 writing, we"ve read it. Please do not come up here and

10 read it again. We have a long day ahead of us, and 1™m

11 going to stop you. 1I"ve read it all, and I don"t want to
12 hear it again. Something new.

13 CHAIRMAN GALASSIE: Perhaps not that we don"t
14 want to hear it again, we just don"t necessarily think it"s

15 necessary.

16 MS. OLSON: Okay. | stand corrected.

17 CHAIRMAN GALASSIE: Thank you very much.
18 Let"s start the public hearing.

19 MS. AVERY: This is the Mercy Crystal Lake

20 Hospital testimony to support the project, and the order
21 that 1 would go in is to keep going with all of the

22 supports and then the opposition. There may be one or two
23 that"s out of order, because we"re missing a couple forms

24 that we tried to keep In numerical order.
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1 (Upcoming speakers identified)

2 CHAIRMAN GALASSIE: Also, we have at least
3 two individuals that have asked to testify both in support
4 and In opposition. Take your pick. You don"t get both.

5 Thank you very much.

6 I believe we are going to hear from Mr. Dan
7 Colby.

8 MR. COLBY: Good morning, Mr. Chairman,

9 Members of the Board. My name is Dan Colby. I live in

10 Harvard, 1llinois, and 1 am here today speaking for the
11 project, the Mercy project.

12 This project has been before you for about a
13 year. It has generated two public hearings, all-day

14 hearings. It has generated, of course, public comment at
15 these meetings. You“ve read thousands of pages of

16 testimony. You have thousands of support letters and

17 petitions and every other media involved. So, | am not
18 here to waste your time today with more details on what the
19 project is. But I do want to mention two things.

20 One, your rules do say that there is a bed
21 need In this county, in the A-10 county, and we have the
22 proposal for the right hospital at the right location at
23 the right time, taking care of the patients iIn that area.

24 And, two, this is a project that brings $115
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1 million of Wisconsin investment to Illinois, to create 800

2 construction jobs and 1,000 healthcare jobs right now, when
3 we need iIt.
4 So, In the interest of time, 1 thank you for

5 your time, and 1 have nothing more to say.

6 CHAIRMAN GALASSIE: Thank you, sir.

7 Mr. Tom Jensen.

8 MR. JENSEN: Good morning. Thank you. My
9 name is Tom Jensen. | work for Mercy Health System, and
10 1"ve been asked by Legacy Healthcare Consultant"s Brett

11  Turner to read a letter.

12 “"To whom it may concern: My name is Brett

13 Turner. | am Managing Principal of Legacy Healthcare

14 Consultants, based in Lake Zurich, I1linois. As a

15 healthcare planner for 25 years and concerned local

16 resident of the area, | want to express my support for the
17 Mercy project in Crystal Lake. 1 am writing this letter to
18 reinforce the reasons for the Health Facilities Review

19 Board to approve this important project.

20 One, the result of the 2010 U.S. census and
21 the persistent melee of the local economy remind us of the
22  juxtaposition between remarkable population growth, which
23 McHenry County enjoyed during the last decade, especially

24 in the densely-populated southeast corner, including
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1 Crystal Lake, and how rapidly the economic downturn slowed

2 current population gains to the area. Fortunately, the

3 large number of residents who moved to the area have

4 stayed, producing the largest unmet need for new healthcare
5 hospital beds In the state.

6 Mercy has modified its project to a scope and
7 cost that is prudent and comparable in size to most new

8 hospitals being built in the Midwest. In my opinion, Mercy
9 made a very responsible decision to downsize its proposed
10 project to a more affordable level."

11 MR. MORADO: Thirty seconds.

12 MR. JENSEN: "1t now will offer a needed

13 healthcare resource to residents that are sure to operate
14 at or near capacity from the time it opens.

15 Since the Health Facilities Review Board does
16 not undertake a comparative review process, | am

17 sympathetic to the difficult position the Board faces with
18 two new hospital projects under review in the same county
19 at the same time. As a planner, an ideal scenario for the
20 current and forseeable future for healthcare in McHenry

21 County is one that will include a new, smaller Mercy

22 hospital in Crystal Lake and for Centegra Health System to
23 reconsider its previously-approved women"s center project

24 at Centegra Woodstock. As a healthcare planner and area
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1 resident, that is a vision for local healthcare that we can

2 all be excited about.

3 Sincerely, Brett Turner™

4 CHAIRMAN GALASSIE: Thank you, Mr. Jensen.
5 Mr. Fredrick Wickham.

6 I apologize if 1"m not pronouncing anyone-"s

7 name correctly.

8 MR. WICKHAM: Good morning. Thank you. My

9 name Is Fred Wickham. [I1"m a 40-year resident of Crystal

10 Lake. 1 served on the Crystal Lake City Council for eight
11 years and for one year on the Crystal Lake Zoning Board.

12 Seems apparent to me that there are two

13 primary issues regarding proposals for a hospital in

14 McHenry County. The First issue is the need for a

15 hospital, and the second is determining the appropriate

16 location. The need for a hospital in Crystal Lake has been
17 clearly and consistently identified by the people in

18 Crystal Lake. The need for a hospital in Crystal Lake is
19 well documented. In an effort to get a hospital for
20 Crystal Lake, a group was formed in the early 1960"s, again
21 in 1971, and in "73 a study was conducted. It was
22 determined that a hospital was indeed needed in the Crystal
23 Lake area. As a result of that study, the Sherman Ambutal

24 property was annexed in to the city of Crystal Lake.
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1 In July 1981, the City Council authorized two

2 members of the City Council to arrange a meeting with

3 government officials in Springfield for the specific reason
4 to investigate the possibility of securing a local

5 hospital. Then iIn November 1981, a Crystal Lake Hospital

6 Association requested adoption of a resolution enforcing a

7 hospital in the Crystal Lake area.

8 MR. MORADO: Thirty seconds.
9 MR. WICKHAM: That makes it short.
10 The point is that at least three times, the

11 City Council has authorized a proposal for a hospital in

12 Crystal Lake, on three different occasions over a period of
13 many years and as late as this year, most recently made --
14 again approved a hospital for Crystal Lake. Clearly the

15 Mercy Hospital System provides the best location, because
16 it Is bounded by -- it is approached by two different

17 highways, major highways, Highway 14 and 31. Nearly

18 everyone -- 1"m shortening this as much as possible.
19 CHAIRMAN GALASSIE: Thank you.
20 MR. WICKHAM: -- believes a need for a new

21 hospital exists, especially the people in Crystal Lake.
22 When all calculations have been made and all
23 arguments have been presented, it is the people in the

24 community that best tell us what needs exist and how to
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1 best meet those needs. | recommend and 1 request that the

2 Board approve this project that Mercy Hospital has
3 presented, because It is in the best needs of the people iIn

4 the community.

5 Thank you.

6 CHAIRMAN GALASSIE: Thank you, Mr. Wickham.
7 Tamera Demodica.

8 MS. DEMODICA: Good morning.

9 (Upcoming speakers identified.)

10 MS. DEMODICA: Good morning. | hope,

11 Ms. Olson, 1 can give you something you haven®t heard.

12 MS. OLSON: Thank you. |1 appreciate it.

13 MS. DEMODICA: Would you please imagine for a

14 moment that you are a self-employed person, such as 1 and
15 my husband are, without health iInsurance, unfortunately.

16 The following is a true account, backed up with

17 documentation, regarding the path that 1 have taken that
18 led me to the Mercy Health System.

19 My husband has many medical conditions that
20 require us to purchase a lot of medicine. But don"t worry.
21 We"re getting really great medical care with Mercy Health
22 system. With my husband®"s health in need of constant

23 monitoring, he requires regular blood tests. Many years

24 ago we went to Centegra for a blood test and we had no idea
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1 that this blood test would cost as much as it did. We

2 asked before the test how much it would be, but no one knew
3 the answer. So, we just assumed that i1t would be somewhere
4 between 150 and 200. Wow, were we surprised. It was

5 several hundreds of dollars more for just one blood test.

6 After receiving this ridiculous joke of a

7 bill, I contacted Centegra“s corporate and asked if there

8 was a mistake. But i1t was not a mistake. This iIs their

9 blank check policy they have not been held accountable for.
10 I mentioned that I didn"t have health insurance and 1 felt
11 it was wrong to charge so much for a blood test, and their
12 response was, ""Well, we have to pay for our testing

13 equipment and we"re entitled to make a profit.”

14 The following week 1 received a certified

15 letter in the mail from Centegra, stating they will no

16 longer serve my family, and it was signed with a generic

17 title, all because | questioned the cost of a blood test.
18 This is a model example of the state of our healthcare

19 system that is currently in place in McHenry County.

20 MR. MORADO: Thirty seconds.

21 MS. DEMODICA: It"s somewhat of a monopoly

22 that we have In McHenry County. This is a democracy. We
23 need the proper values. Future excellence of our community

24 demands it. |If you don"t allow Mercy to build their
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1 hospital, we will all suffer in the hands of a blank check

2 policy Centegra. The other ones are geographically

3 unsuitable. If you don"t understand what 1 mean, then 1™m
4  sure that Mayor Shepley can explain it to you.

5 IT we don*"t have Mercy Health System to

6 balance the competitiveness, then there will be a black

7 cloud over our community. As | have mentioned before,

8 please allow us to have our freedom of choice.

9 Thank you.

10 CHAIRMAN GALASSIE: Thank you very much.

11 Appreciate your comments.

12 We are now moving into individuals who oppose
13  the project, and we"ll be starting with Blake Hobson.

14 MR. HOBSON: Good morning. My name is Blake
15 Hobson. | serve as a Board member on the McHenry County
16 Economic Development Corporation. 1"m also a small

17 business owner in Huntley.

18 As a board, the EDC considered both the Mercy
19 and the Centegra proposals. After discussion and

20 evaluation, we decided to issue a resolution in support of
21  the Centegra proposal. Unfortunately and ultimately, we
22 decided not to support Mercy, and the reason is simple.

23 The Centegra proposal is iIn the best overall economic

24 interests of McHenry County. Crystal Lake is great, but
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1 Crystal Lake is well developed and is already well served

2 by existing medical facilities. A new hospital in Huntley,
3 on the other hand, would put hospital beds where they"re

4 needed most. ITf you look at a map you will see that in the
5 south central area of McHenry County, there®s a void. This
6 is exactly where our community is growing. In the 2000 --
7 since the 2000 census, Huntley has grown by 324 percent and
8 CMAP further projects another 100 percent in growth by the
9 year 2030. Right now there are 109,000 residents within a
10 five-mile radius of Huntley.

11 A hospital in this location would address the
12 needs of the under served and also foster significant

13 economic development in that area. Further, as a small

14 business owner | employ 45 people. Recently, we"ve had two
15 injuries that required a hospital visit. The closest

16 hospital to us is the Sherman facility in Elgin. That"s a
17 25-minute transit time. The Centegra facility in Huntley
18 would be less than five minutes. |1"m concerned that that
19 20 minute delta, that 20-minute difference in transport

20 time could mean the difference between life and death.

21 Finally, the board of our local newspaper, the
22 Northwest Herald, concurred with the conclusions of the

23 McHenry County Economic Development Corporation that the

24 Centegra project was the right project for McHenry County.
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1 As my realtor friends say, it"s all about location,

2 location, location, and the Centegra project is in the

3 right location. The Mercy project is not in the right

4 location. 1 urge you to deny the Mercy request.
5 Thank you.
6 CHAIRMAN GALASSIE: Thank you, Mr. Hobson.

7 Appreciate your comments.

8 Good morning, Ms. Lambert.

9 MS. LAMBERT: Good morning. 1™m Karen

10 Lambert, and 1"m President of Advocate Good Shepherd

11 hospital. Thank you, Chairman GALASSIE and Members of the
12 Board for being here today. 1 believe you have a very

13 important decision to make.

14 Opposing projects isn"t something that, as a
15 hospital president, 1 like to do, but 1 feel very strongly
16 about both of these projects and the lack of need for

17 either one of them today. We"re here to address whether
18 this new hospital or any new hospital is needed in McHenry
19 County. We"re here today as part of the Certificate of

20 Need process.

21 Six months ago, you heard testimony, reviewed
22 the record, and voted an Intent to Deny both projects in
23 McHenry County, and 1 ask what has changed? Mercy has

24 significantly reduced the scope of their project, and while
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1 we appreciate their attempt to minimize the negative

2 impact, we now have a proposed project that doesn"t comply
3 with your rules.

4 What else has changed? We have not seen the

5 trend towards closure of hospitals anywhere in the area

6 would create such a need. In fact, the opposite is true.

7 Fewer people are utilizing hospital care than a year ago.

8 I know that applicants will likely stress that the Board"s
9 revised bed calculation, which extended population

10 projections to 2018, showed an increase and that now this
11 is proof that a hospital is needed. On the same day that
12 the Board released its bed inventory, it also released its
13 2010 AHQ data, which showed a loss of med/surg, ICU, and OB
14 volumes, and as an example, Centegra McHenry 2,500 fewer

15 patients in 2010 than in 2009. Centegra Woodstock saw less
16 than -- 1"m sorry -- 1,800 fewer patients, and Mercy

17 Harvard continued at about a 28 percent utilization.

18 MR. MORADO: Thirty seconds.
19 MS. LAMBERT: This is a national trend, and
20 it"s not just a decrease -- just not unique to this area.

21 The Board®"s recent 2010 AHQ data suggests there are now
22 more empty beds in McHenry County than there were in June
23 and that the applicants are proposing to build new

24 hospitals when they can"t fill the beds in the hospitals
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1 they already have.
2 There really is no need at this time, and 1
3 hope that you®ll vote again.
4 Thank you.
5 CHAIRMAN GALASSIE: Thank you very much.
6 Mr. Doherty.
7 MR. DOHERTY: Good morning, Mr. Chairman and

8 Members of the Board. My name is Jay Doherty. I™m

9 President of the City Club of Chicago, a 108-year-old civic
10 organization in Illinois™ premiere public affairs forum. |
11 also operate my own public affairs firm. |1 was born in

12 McHenry County, in McHenry, the second of 10 children. My
13 eight sisters and my brother still live in McHenry County.
14 My father, 85 years young, served as Mayor of McHenry for
15 12 years and then on the County Board for 20 years. Both
16 of my aunts, Beatrice Newkirk and Virginia Williams, served
17 on the Hospital Board of McHenry Hospital. My cousin,

18 Chris Newkirk, served on the Centegra Board for 15 years.
19 I am a board member of Misericordia Hope and have served on
20 that board over 10 years. | was honored last year to

21 receive the for Special Olympics, Chicago®"s highest honor,
22 the Supreme Court Justice Anne M. Burke Award.

23 When Sister Rosemary, a Sister of Mercy nun,

24 who has run Misericordia for 43 years, asked me to
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1 represent the children and adults with special needs on the

2 I1linois Task Force for Health Planning Reform, 1 agreed on
3 the spot. Anyone who knows Sister Rosemary knows you

4 always agree with her immediately.

5 We all know why that Task Force was created.

6 Number one, it was illegal activity in 2004 involving a

7 corrupt board member; number two, influence peddling;

8 three, kickbacks; and on and on and on.

9 MR. MORADO: Thirty seconds.

10 MR. DOHERTY: Coincidentally, as our former

11 governor is being sentenced for what the U.S. Attorney

12 described as pay to play on this very day on this very

13 hour, the same people who were at ground zero of that 2000

14 project are coming back with the identical project, a

15 70-bed Mercy Crystal Lake hospital. |1 know McHenry County.
16 The need for new hospital beds is not in Crystal Lake.

17 Finally, 1"m a graduate of St. Patrick in

18 McHenry, 1967, educated by the Sisters of Mercy. Our

19 principal was Sister Paulina, a close friend of Sister

20 Rosemary at Misericordia and also a friend of Sister Sheila
21 Lyne at the real Mercy Hospital at 2500 South Michigan

22 Avenue iIn Chicago. One thing 1 learned about growing up in
23 McHenry County, 1 know who the Sisters of Mercy are, and I

24 learned who they are, and the Mercy Alliance is not the
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1 Sisters of Mercy. You can be sure that if it were the

2 Sisters of Mercy running the organization, it"s Chief

3 Executive Officer would not be pulling down $4.2 million a
4 year.

5 I hope we will not see that replay of 2004 and

6 that this time the Mercy Crystal Lake project is denied.

7 Thank you very much.

8 CHAIRMAN GALASSIE: Thank you, Mr. Doherty.
9 Mr. Mulay.

10 MR. MULAY: Good morning. My name is Mike

11 Mulay. [I*m the Controller for Sherman Hospital at Elgin.
12 I"m here in opposition of the establishment of the proposed
13 Mercy Crystal Lake hospital and medical center. We simply
14 cannot afford a new hospital at this time, particularly in
15 an area like McHenry County, which is already well served
16 by the existing hospitals.

17 Healthcare in its present form is

18 unsustainable, representing 17 percent of this nation®s

19 GDP. The question now becomes how do we get ourselves out
20 of this issue without assailing future generations with

21 more debt? The answer is not to build more hospitals, but
22 to ensure existing hospitals are strong and provide high
23 quality, cost-effective healthcare to those In need,

24 particularly the most vulnerable in our society.
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1 Sherman is a Regional Safety Net Provider. In

2 2010, we provided approximately 45 million in community

3 benefits to residents, which included nearly 3 million iIn
4 charity care and 41 million unreimbursed care to Medicaid
5 and Medicare beneficiaries.

6 As I°m sure this Board is aware, all levels of
7 government are under extreme pressure to slash projects,

8 and healthcare is iIn the crosshairs. Just two weeks ago,
9 the U.S. Congressional Joint Select Committee on Deficit
10 Direction, otherwise known as the Super Committee,

11 announced it was unable to come to an agreement on a

12 deficit reduction strategy. As a result, an automatic two
13 percent cut in Medicare payments to providers over 9 years
14 will go into effect, starting in January of 2013.

15 Furthermore, uncontained Medicaid spending has contributed
16 to the State"s budget deficit and has resulted in uncertain
17 reimbursement and longer payment delays. As such, faced
18 with increasing demand for safety net services --

19 MR. MORADO: Thirty seconds.

20 MR. MULAY: -- existing providers are under
21 constant pressure to continue to do more with less. A new
22 hospital will impair the ability of existing hospitals,

23 such as Sherman, to provide vital safety net services to

24 the region®s most vulnerable residents. The proposed
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1 hospital will be located in an affluent area of McHenry

2 County and will draw higher paying Medicare and commercial
3 patients away from existing hospitals. Hospitals like

4 Sherman need these patients to subsidize the safety net

5 services we provide to the region. Without them, we will
6 be forced to scale back or eliminate many critical

7 programs.

8 Ensuring the strength and ongoing viability of
9 existing hospitals which provide a crucial role in the

10 health of the region is more important than establishing a
11 new hospital closer to residents. 1 urge this Board to

12 deny the application for the proposed Mercy Crystal Lake

13 hospital. Thank you for your time.

14 CHAIRMAN GALASSIE: Thank you, Mr. Mulay.
15 (Upcoming speakers identified.)

16 CHAIRMAN GALASSIE: Good morning, folks.

17 Ms. Glosson.

18 MS. GLOSSON: Good morning. My name is Dr.
19 Frances Glosson. 1°m currently the Director of Community

20 Learning Strategies and Integration for Centegra Health
21 System. [I"m here today though to talk to you about the
22 Healthy Community Study and the MAPP Initiatives, because |1
23 was involved with that process and that project. 1 am one

24 of the Centegra associates who worked on it. 1 interviewed
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1 key informants and matched key informants to the e
2 interviewers. | can talk about it with first-hand

3 knowledge.

4 So, we, Centegra, we were one of the five core

5 members, and we helped fund the 2010 Healthy Community

6 Study. We led the planning and participated in all aspects
7 of the study, just as we did In 2006. Remember, MAPP

8 stands for Mobilizing for Action through Planning and

9 Partnership, and it takes dedication and commitment.

10 Out of the 2006 Health Community Study, the

11 MAPP group was formed as a way to address what we are

12 learning from the study. So, you probably are familiar

13 with this model through the National Association of County
14 and City Health Officials. It"s community-driven.

15 I want to make it very clear to you that Mercy
16 made the choice not to continue to work with the MAPP

17 group. They did not fund nor did they task the project.

18 They also made the choice not to participate with the

19 initiatives that were identified. In the public hearing on
20 the project in October, Mr. Richard Gruber stated that "l

21 am here to represent the fact" --

22 MR. MORADO: Thirty seconds.
23 MS. GLOSSON: ' -- that we"re here to serve
24 the communities that we represent in our application.”™ He
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1 continued to say, and I quote, "We carefully reviewed the

2 study." Reviewing the study is not the same as funding the
3 study, partnering with the study, commitment and dedication
4 and tasking the results of the study. So, | don"t need to
5 tell this Board that it takes more than just a review.

6 I am here to say that Centegra has served this
7 community for 98 years. They are committed. They are

8 dedicated, and I"m counting on you to make the right

9 decision for our community, McHenry County.

10 Thank you for your time.

11 CHAIRMAN GALASSIE: Thank you, Dr. Glosson.
12 Kelly Clancy.

13 MS. CLANCY: Good morning. 1I1°m Kelly Clancy,

14 and I"m the Vice-President of External Affairs for Alexian
15 Brothers Health System.

16 Our hospital, St. Alexius Medical Center, is
17 one of several regional medical centers that provide

18 outstanding care for southeastern McHenry County residents.
19 1°d like to start off by recognizing the vital role that
20 the Review Board has played in determining the healthcare
21 needs of the McHenry County area.

22 Just a few months ago, Review Board members
23 decided, by an eight-to-one vote, to deny this Mercy

24 application, essentially saying that there is no need for a
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1 new hospital. The Review Board is considering this

2 proposal again, and despite the fact that this revised

3 application asks for fewer beds, In reality nothing has

4 changed. Just as the Review Board heard in June when it

5 voted to deny this application, this hospital would cause a
6 needless duplication of services, hurt nearby medical

7 providers, and increase medical costs for everyone. Right
8 now there are, on average, more than 300 empty hospital

9 beds available every day at hospitals in the southeastern
10 McHenry County area, more than 300 per day, enough to fill
11 a couple of community hospitals. 1It"s obvious that this

12 new project does not fulfill a need. There is no need.

13 It is never a good time to approve a hospital
14 that is destined to be under utilized. It"s especially bad
15 today. Like most people in this room, 1°ve seen firsthand
16 how brutal the financial environment is for hospitals.

17 Federal, state and local governmental entities are broke,
18 and that means cuts are on the way, such as the two percent
19 slash in Medicare payments announced just last month.

20 MR. MORADO: Thirty seconds.

21 MS. CLANCY: Those cuts by the Federal

22 government, with the uptick in charity care and more people
23 on Medicaid because of the economy, are a recipe for

24 disaster. A new hospital in McHenry County would result in
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1 too few patients spread among too many hospitals, and the

2 healthcare trend is for more patients to receive care

3 outside of a hospital, which will create even more empty

4 beds.

5 1*d like to ask the review Board to take these
6 factors into consideration and once again deny this

7 hospital application.

8 Thank you.

9 CHAIRMAN GALASSIE: Thank you, Ms. Clancy.
10 Mr. Michael Splitt.

11 MR. SPLITT: Good morning. My name is Mike

12 Splitt. 1I"m a resident of McHenry County. 1 want to take
13 this opportunity to thank you all for being here today and
14 hearing everybody.

15 McHenry County is a booming area, and 1 don"t
16 think you guys need to be told that so many times, but it
17 has changed from miles of farmland with two-lane roads off
18 of Randall Road, and now Randall Road, most of it is four
19 lanes and up to eight lanes in some places. The farthest
20 exit to McHenry County off the expressway, which would be
21 Route 47, getting to the edge of McHenry County is now

22 being expanded because of a phenomenal growth in the

23 County, with a $69 million project that is set to start in

24 a year or two because of the extensive growth out that way.
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1 Route 47 and 1-90 into Huntley is currently being widened

2 because of this increased traffic need. This iIs exactly

3 where the future is going to be in this county.

4 Speaking of growth, McHenry County is a

5 community that has nearly doubled in population since 1980.
6 As your bed-need projections show, our community needs have
7 increased In access to Inpatient care. There are already
8 three acute care hospitals in the county, and all three are
9 located in the north or central portion of the county.

10 Mercy®s proposed hospital in Crystal Lake is located in an
11 area that does not need any additional services. In fact,
12 placing a hospital there would put it within 10 miles of
13 three other hospitals. McHenry County is over 600 square
14 milles of space. Approving a hospital that is so close to
15 the other facilities would not only jeopardize the

16 utilization of existing facilities, but also deny the

17 residents in the growing southern portion of the county

18 close access to healthcare.

19 MR. MORADO: Thirty seconds.

20 MR. SPLITT: Centegra is the largest employer
21 in the county with close to 4,000 associates. One of the
22 examples of the second largest employer is Wal-Mart, who
23 does a lot of studies on demographics. They have put a

24 Super Wal-Mart there in Huntley, and they usually know
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1 where all of the growth is, and we would like to copy that

2 mindset.

3 The Crystal Lake Zoning Board of Appeals spoke
4 to Mercy in 2003 about their plans for the hospital. Two

5 of the existing Board members of the Zoning Board expressed
6 concerns about Mercy"s proposed site, which remains the

7 same, the site being the same as it was before.

8 MR. MORADO: Please conclude your comments.

9 MR. SPLITT: Thank you. 1 would like to thank
10 you in advance for accepting and approving the Huntley

11 site, and thank you very much.

12 CHAIRMAN GALASSIE: Thank you, Mr. Splitt.

13 Mr. Ploszek.

14 MR. PLOSZEK: Hi. Good morning, everyone. My
15 name iIs Mike Ploszek. I am the Vice-President for

16 Ambulatory Services and Community Strategy at Advocate Good
17 Shepherd Hospital.

18 Back in June, you as a Board approved the

19 construction of the new 94-bed Shiloh Hospital in St. Clair
20 County. The applicants for the new McHenry County

21 hospitals will tell you that the application for the Shiloh
22 Hospital in St. Clair County and the one here in McHenry

23 County is the same. Folks, the applications could not be

24 more different.
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1 Dr. Burden, 1 know you were especially

2 concerned that day about denying two new hospitals earlier
3 in the day and then approving Shiloh, but please know that
4 the applications could not be more different, and your vote
5 back in June was not inconsistent in any manner.
6 First, approval of Shiloh Hospital reduced 100
7 beds at a nearby hospital, resulting In a net decrease for
8 the Planning Area. In contrast, a new McHenry County
9 hospital will create a significant increase in beds.
10 Second, St. Clair County, home for the new
11 Shiloh Hospital, has more substantial needs than McHenry
12 County. 1 just ask you to reference the board I just put
13 up. Recently completed study by the well-respected and
14 nationally renown Robert Wood Johnson Foundation ranked
15 Illinois and looked at the overall health status of 102
16 counties in the state of Illinois. Thelr study shows, as
17 you can see here graphically represented, McHenry County
18 has a very high health status, ranked fourth highest in the
19 state on health outcomes, seventh highest on health
20  factors.
21 MR. MORADO: Thirty seconds.
22 MR. PLOSZEK: 1In contrast, St. Clair, as you
23 can see, ranked 94th in health outcomes and 100th on health

24 factors. As well, economically-advantaged McHenry County,
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1 7th highest county in Illinois versus 99th for St. Clair.

2 One last very important point that 1°d like to
3 bring up about the relative need for a new hospital in

4 McHenry County. As you have heard before, Good Shepherd

5 Hospital is located less than 4,200 feet from the McHenry

6 County planning border. |If the border were located less

7 than one mile to the east, Good Shepherd would be located

8 in the same planning area of the new hospital. The beds at
9 Good Shepherd meet all of the beds needed to meet the

10 State"s recently-adjusted bed-need calculation. So, what
11 I"m saying is that if the border were located just 4,200

12 feet to the east, the bed need in McHenry County would be
13 nonexistent for med/surg, for OB, and for ICU beds. And so
14 is the location of an arbitrary County Board planning

15 border the basis for saying we should conclude we should

16 have another hospital? 1 would argue not. 1 believe there
17 is no need for another hospital In McHenry County, both

18 based on health status and prosperity and particularly

19 considering that the State bed need would be nonexistent if
20 the county border planning border were simply 4,200 feet
21  further east.
22 Thank you, and 1 ask you to affirm the no vote
23 that you made earlier this year. Thank you very much.

24 CHAIRMAN GALASSIE: Thank you, Mr. Ploszek.
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1 (Upcoming speakers identified.)
2 CHAIRMAN GALASSIE: Good morning, sir.
3 MR. ZANCK: Thank you. My name is Tom Zanck.
4  Thanks for the opportunity to visit with you today.
5 I"'m a life-long resident of McHenry County,
6 I1linois. 1°ve had a business in downtown Crystal Lake for

7 more than 35 years, employ more than 25 people there, and

8 have for more than 15 years.

9 I have followed the application process of

10 these hospitals through the years. 1™m familiar, as we all
11 are, with the flawed application of Mercy in 2003. 1

12 opposed that application at that time. |1 oppose the

13 application at this time.

14 As we know, In 2003 that application was

15 thrown out by Judge Maureen Mclntyre. The next application
16 occurred nine days after Centegra made a large press

17 release that was covered all over McHenry County,

18 indicating they were going to file an application with you
19 ladies and gentlemen for a 128-bed hospital in Huntley,
20 I1linois. Nine days later Mercy filed an application for a
21 similar number, a 128-bed hospital. In June, you turned
22 that application down. Okay. What did Mercy do? Mercy
23 went back and contrived their numbers, went back to their

24 old application, which was thrown out by Judge Mclntyre in
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1 "03. Basically, Mercy is in a position where they"re

2 either pandering to the Board or they"re just saying

3 whatever needs to be said to attempt to get an application.
4 We all know in McHenry County, in Crystal

5 Lake, that this is the same application that was thrown out
6 in "03. It"s the same people. It"s the same location. In
7 fact, even Chicago, Illinois, through the Tribune, wrote an
8 article the other day linking the 03 application to this

9 application.

10 MR. MORADO: Thirty seconds.

11 MR. ZANCK: Okay. Bottom line, when we have
12 medical concerns in downtown Crystal Lake, my employees or
13 I, we go north a few minutes to Centegra in Crystal Lake or
14 we go west a few minutes to Centegra in Woodstock or we go
15 east to Good Shepherd Hospital. We"re adequately served in
16 Crystal Lake, lllinois. The people who don"t have hospital
17 care, who are removed from it, are the people iIn

18 southwestern Crystal Lake, the people in Huntley, western
19 Lake in the Hills and Algonquin. |1 oppose this project. 1
20 urge you to approve the Centegra Hospital in Huntley.

21 Thank you very much.

22 CHAIRMAN GALASSIE: Thank you, Mr. Zanck. We
23 appreciate your comments.

24 Ms. Angela Felton.
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1 MS. FELTON: Can 1 have my daughter pass out
2 something to each of you?
3 CHAIRMAN GALASSIE: Sure.
4 (Pause)
5 CHAIRMAN GALASSIE: Feel free to begin while
6 she"s passing those out.
7 MS. FELTON: My name is Angela Felton. 1™"m a
8 resident of Huntley. 1I°m here to strongly oppose a Mercy

9 Hospital in Crystal Lake. This is personal for me and my
10 family.

11 On February 15th, 2011, my husband Tom Felton
12 died because he did not have immediate access to a hospital
13 in Huntley. That day he picked up our Kindergartner from
14 the bus stop, came home and collapsed on the floor. Tom

15 was a big, strong construction worker, and when he fell, it
16 was scary for me and my daughter and my daycare children.
17 I immediately called 911, and when the ambulance arrived to
18 assess Tom, they took him to Sherman, the closest hospital
19 to our home. It took 20 minutes to get to Sherman.
20 When my daughter and I arrived at Sherman, Tom
21 was sitting on a gurney in the hallway. 1 won"t share the
22 horrible details with you, but we were terrified by his
23 condition. He received an x-ray and was rushed to CAT

24 scan, where he coded. 1 watched the staff do CPR on my
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1 husband. They worked on him for 30 minutes, but nothing

2 could be done. Tom was pronounced at 6:32 p.m. He was 36
3 years old. My daughter did not have a chance to say
4 good-bye to her daddy.
5 I strongly believe Tom would be alive today if
6 there would be a faster access to a hospital. | think
7 about i1t every day. What I hear people talk about the
8 available beds in our region, 1 wonder if they know how
9 often ER"s that serve Huntley are overcrowded. |If Centegra
10 Huntley Hospital were in the community last February, 1
11 would still have my husband, and my daughter would still
12 have her daddy. We had wonderful plans for our future that
13 included making Kayla a big sister and growing old
14 together. | don"t want another woman to have to go through
15 the pain 1"ve suffered in the past year.
16 So many people are making this about big
17 business, and 1 understand that it"s not simple to propose
18 a hospital and have it approved. Still, 1 want you to
19 remember the real people this hospital will help, like my
20 husband, like me, and like my daughter. 1 think people
21 like us are the real reason my community deserves better
22 access to a hospital.
23 I do not understand why the Board would

24 consider putting a new hospital in a city that is already
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1 currently served by three others within eight miles. The

2 new hospital needs to be in Huntley, not Crystal Lake.

3 Thank you.

4 CHAIRMAN GALASSIE: Thank you, Ms. Felton.

5 We appreciate your comments, and we certainly share in your
6 loss. Good luck to you. Thank you.

7 Mr. Piekarz.

8 MR. PIEKARZ: My name is Lee Piekarz. 1I™m

9 Senior Manager with Deloitte Financial Advisory Services.
10 1"ve been asked by Centegra Health system to comment on the
11 Mercy modified application.

12 Centegra®s existing hospitals are located

13 within eight miles from Mercy"s proposed site. Based on

14 Mercy®"s CON application and physician referral letters, the
15 project is dependent upon large volumes of patients being
16 taken from the two nearest hospitals, Centegra Hospital

17 Woodstock and Centegra Hospital McHenry. In fact, 88

18 percent of the new hospital®s inpatients would come from

19 Centegra facilities. This is a significant majority of
20 Mercy Crystal Lake®s proposed patient base. Even though
21 they downsized their proposal, their second proposal,
22 physician letters and the resulting referral were not
23 reduced. The loss in Inpatient volume alone would have a

24 material impact on Centegra and would reduce the system®"s
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1 financial standing by approximately $11.7 million. To put

2  that number into context, Centegra Health System®s net

3 income for 2010 was $3 million. Mercy Crystal Lake

4 hospital would put Centegra in the red. Such a loss could
5 jeopardize the current healthcare services they provide.

6 It is also important to note that the

7 anticipated impact that Mercy Crystal Lake hospital would
8 have on Centegra is not based on projections as much as it
9 is based on the promise of Mercy physicians to divert their
10 patients to their proposed facilities. Worse, many of the
11 patients they claim will use the facility will have to

12 drive past at least one existing hospital to get there.

13 MR. MORADO: Thirty seconds.

14 MR. PIEKARZ: 1 ask this Board to consider the
15 impact of a new hospital in Crystal Lake, what it would

16 have on Centegra Health System and the community at large.
17 Thank you.

18 CHAIRMAN GALASSIE: Thank you, Mr. Piekarz.
19 Are you the auditing firm for Centegra?
20 MR. PIEKARZ: No.
21 CHAIRMAN GALASSIE: And you were asked to
22 present here by whom?
23 MR. PIEKARZ: Centegra.

24 CHAIRMAN GALASSIE: Thank you.
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1 MR. PIEKARZ: That was in my first sentence,
2 too.
3 CHAIRMAN GALASSIE: I"m sure. 1 didn"t hear
4 it. 1 just need to know how many people are representing
5 the organization.
6 Good morning, Ms. Mitchell.
7 MS. MITCHELL: Good morning. My name is Sara
8 Mitchell. 1™m a proud and active resident of Huntley, a

9 mother of six, as well as one of the top real estate agents
10 in McHenry County and a Director and Past President of the
11 Huntley Area Chamber of Commerce.

12 I"m sure you are aware Huntley has been one of
13 the fastest growing municipalities in the Chicagoland area
14 for several years. In recent years, we were considered the
15 fastest growing school district in the state. 1°m here

16 today because 1 understand McHenry County and more

17 specifically Huntley and the Del Webb Sun City community.
18 I understand what it"s like to work in local real estate,
19 and more so than any other agent in the county, 1

20 understand the tremendous growth that in the area of

21 Huntley and the surrounding communities, such as Lake in

22 the Hills, Algonquin, southern Crystal Lake and Lakewood,
23 as well as northern Kane County. 1 have sold nearly 800

24 homes in the last 11 years, and the majority of these homes
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1 were iIn these communities. | see the growth in Huntle;mge44
2 because it"s my job to be heavily involved in the

3 residential housing market.

4 Last year, despite the lackluster economy, the

5 Village of Huntley issued a whopping 107 permits. Through
6 just May of this year, they issued another 175 residential
7 permits, not to mention the iIncrease we"ve seen In recent
8 resale home sales.

9 The Village officials have also worked with
10 the Il1linois Department of Transportation on plans for new
11 and widened roads in our village. Right now they“re
12 completing a major project to widen Route 47, which runs
13 through the heart of town, and in case you haven®t heard,
14 IDOT 1s now set to begin construction this spring on a
15 interchange project at 1-90 and Huntley.

16 MR. MORADO: Thirty seconds.

17 MS. MITCHELL: This massive project is not

18 just a means of improving our roadway infrastructure, it"s
19 a catalyst for the future. It has never been clearer that
20 the growth we"ve been seeing in Huntley is for the

21 long-term.

22 Crystal Lake is already an established city,
23 and 1t"s already receiving quality healthcare. 1 ask the

24 Board to bring a new hospital where it"s needed most.
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1 That"s in Huntley, which will serve the people of southern

2 McHenry County and northern Kane County. 1 strongly

3 believe 1t"s critical to the health and well-being of our
4 community, especially considering the medical needs of Del
5 Webb Sun City residents. This community has supported and
6 financially helped the Village of Huntley and our school

7 district, so I would love to see us help them in return.

8 Over the years, 1"ve had hundreds of potential
9 Del Webb buyers ask where is the nearest hospital. 1 look

10 forward to the day that I can say, "It"s right up the

11 road.” Please do not approve the Mercy Crystal Lake.

12 Thank you.

13 CHAIRMAN GALASSIE: Thank you, Ms. Mitchell.
14 (Upcoming speakers identified.)

15 CHAIRMAN GALASSIE: Folks, as you speak,

16 could you please pull the mic close. We have some

17 technical issues. We can"t turn it up any farther. Thank
18 you.

19 MR. QUIGLEY: My name is John Quigley. 1"m a
20 25-year construction management professional with about 15
21 years in the healthcare industry, and I"m going to speak
22 about why the schedule that"s currently proposed is not

23  feasible.

24 1"ve reviewed the available information iIn the
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1 applications and, as proposed, Mercy has -- 1| think they"re

2 substantially understated for their schedule time frame.

3 They"ve represented a 30-month time frame from the issuance
4 of the CON to project completion. We perceive that Mercy

5 would be back to the Board, looking for a schedule

6 extension, and I*1l1 explain a few reasons why.

7 For clarity, project completion would be all

8 the components fulfilled as stated in the permit and

9 exemptions. First of all, the front end due diligence that
10 is required is significant at both the local, county, and
11 state levels between zoning and planning, storm work

12 management, Department of Transportation, IDPH, and the

13 Building Department. This is a prescribed process with the
14 County, that they are sequential and not concurrent events,
15 and with the large implications for the already congested
16 roadways and a major departure from the residentially-zoned
17 property to now a special use property, it would be at

18 least twelve months to submit and review and publicly

19 submit.
20 There®s a traffic study that will certainly be
21 required on two State roads. Again, they"re already
22 congested. The traffic study could not be completed until
23 next year. It would need to be executed, negotiated, and

24 the implications brought into the documents.

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002114



OPEN SESSION 12/7/2011

Page 47
1 MR. MORADO: Thirty seconds.

2 MR. QUIGLEY: Document preparation would take
3 from 12 to 14 months for a project of this size, based on
4 recent healthcare projects and similar healthcare projects
5 completed. The construction alone would take 24 to 30

6 months, with three or four more months for owner

7 furnishings and medical equipment installation.

8 So, as presented, we don"t believe that there
9 is adequate time for delays in public approval,

10 construction time, the inspections and the move-in, and if
11 approved as it is, will not achieve the goals and will be
12 unable to provide the needs for the community as the time
13  table allowed.

14 CHAIRMAN GALASSIE: Thank you, Mr. Quigley.
15 Dr. Alissa.

16 MS. EROGBOGBO: Good morning. My name is Dr.
17  Alissa Erogbogbo, and I"m an OB/GYN with Centegra Physician
18 Care in Huntley and in Woodstock. 1 oppose Mercy"s

19 proposed Crystal Lake hospital on the grounds that it will
20 not meet the healthcare needs of my patients and others in
21  the area.
22 Because Mercy has said it will employ most of
23 its physicians at Mercy Crystal Lake hospital, the facility

24  would only serve inpatients who see a Mercy physician.
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1 Local residents who now see Centegra or Advocate

2 independent physicians and want to continue to do so will

3 not be able to use the hospital. |If a local resident

4 currently sees a Mercy doctor, that patient would be forced
5 to use either Mercy Crystal Lake hospital or Mercy Harvard
6 hospital. That eliminates a patient"s opportunity to

7 choose a hospital based on quality outcomes and patient

8 experience.

9 Centegra Physicians Care"s model puts the

10 needs of our patients first. My patients can choose a

11 hospital that is convenient to them and provides the level
12 of services they need. That is and should always be the

13 top priority of a health system. In contrast to Mercy"s

14 proposal, medical staff at Centegra Hospital McHenry and

15 Centegra Woodstock include a number of physicians who are
16 employed by Mercy. My patients from the Huntley area are
17 those who need nearby access to a hospital, not those who
18 are currently served by my colleagues at Centegra Physician
19 Care in Crystal Lake.

20 MR. MORADO: Thirty seconds.

21 MS. EROGBOGBO: The women of southern McHenry
22 County and northern Kane County need improved access to

23 obstetric and gynecological services. Just as it mindfully

24 considers its patients” needs, Centegra has carefully
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1 reviewed and planned for the new hospital that best meets

2 the needs of the region.
3 Please reject Mercy"s proposal for a hospital.

4  Thank you.

5 CHAIRMAN GALASSIE: Thank you, Dr. Erogbogbo.
6 Mr. Marston.

7 MR. MARSTON: Good morning. My name is Greg
8 Marston. 1°m the Village President of Pingree Grove. I™m

9 proud to be here today as Village President of Pingree

10 Grove in northern Kane County. Our population was 124

11 people in 2000. However, rapid development in recent years
12 has resulted in explosive growth, and a recent census

13 conducted in 2010 reports we"re now approaching 5,000. The
14 next decade, the population is expected to reach 15,000

15 people in Pingree Grove alone, which is directly south of
16 Huntley.

17 There is a misconception that growth has come
18 to a halt recently, and this is not true in Huntley or in
19 Pingree Grove. In fact, in Pingree Grove alone, we"ve
20 issued over 80 building permits in the last three
21 consecutive years. We"ll likely conduct another special
22 census in the next couple of years to capture the recent
23 growth.

24 As | had recently stated, the Village of
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1 Pingree Grove is located just south of Huntley, just east

2 of Hampshire. The village understands and respects the

3 need to promote commercial and business activity in the

4 village to balance the tax base of our beautiful

5 residential community. To that end, the village is in the
6 process of creating new businesses along Route 20 and 47.

7 1°d like to state that Crystal Lake is not the
8 right place for a new hospital. It will not help my

9 constituents. Please consider the residents of Pingree

10 Grove in northern Kane County and vote no.

11 I support the Huntley hospital, the Centegra
12 Huntley hospital. 1°d like to add two quick things. 1
13 think that the Board -- 1 appreciate all of your efforts
14 and your time today. | think that you have a great

15 opportunity to support the Centegra Huntley hospital, which
16 accomplishes two major opportunities. One, you have the

17 opportunity to save lives. That"s been mentioned earlier
18 today. And, number two, you have the opportunity to create
19 Jjobs. Jobs is something that the state of Illinois

20 desperately needs.

21 Thank you very much.

22 CHAIRMAN GALASSIE: Thank you, President

23 Marston.

24 Ms. Linda Deering.
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1 MS. DEERING: Good morning. My name is Linda

2 Deering, and I"m the Executive Vice-President and Chief
3 Operating Officer for Sherman Hospital in Elgin, and I™m
4 here again in opposition of the proposed Mercy Crystal Lake

5 hospital and medical center.

6 Whille we certainly empathize with those who
7 support the project -- everyone wants to have the
8 convenience of a hospital In their back yard -- but we must

9 consider at what cost that decision would be made, because
10 the more we as taxpayers are supporting the duplicatives

11 and unnecessary costs of hospitals, the less money there is
12 available to fund other vital services, such as education,
13 public transportation, and senior services. We all agree
14 that this decision must be made based on need for this

15 region and not based on public opinion. So, let"s look at
16 a local example of what can happen when we allow

17 unnecessary duplication of services.

18 We sit right now just four miles from the last
19 new hospital that the Board approved, which is the

20 Bolingbrook Hospital. It was the first one approved in the
21 state of Illinois in over 25 years and is an example of

22 performance that did not live up to promised expectations
23 and targets. In fact, Bolingbrook was approved in 2004,

24 and since that time, the utilization has been trending
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1 downward ever since they opened in 2010, three years after

2 completion. Three years after completion the Bolingbrook®"s
3 medical/surgical operations --

4 MR. MORADO: Thirty seconds.

5 MS. DEERING: -- are only at 44 percent

6 utilization. They promised 139 percent utilization of OB.
7 It"s functioning at 38. They promised 68 percent

8 utilization of ICU. Functioning at 55 percent. In fact,

9 it"s important to know that there were three hospitals

10 within 30 minutes of the Bolingbrook Hospital, all of whom
11 had reduced utilization. Within the Mercy Hospital, there
12 are six hospitals who would very likely follow the same

13 course of decreased utilization. We know that even the

14 Bolingbrook hospital itself didn"t meet the expectations
15 and negatively impacted all of the surrounding hospitals.
16 MR. MORADO: Please wrap up your comments.

17 MS. DEERING: We believe that now is

18 definitely not the right time to approve this Mercy Crystal

19 Lake hospital project.

20 CHAIRMAN GALASSIE: Thank you, Ms. Deering.
21 (Upcoming speakers identified.)

22 CHAIRMAN GALASSIE: Mr. Ryder.

23 MR. RYDER: Hi. 1 believe it"s now time to

24 say good afternoon.
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1 So, my name is Doug Ryder, and I"m

2 Vice-President of Operations and Service Lines at Advocate
3 Good Shepherd. Thank you for your time today.

4 Our focus at Advocate i1s to continually

5 improve the value of our patient care, enhancing quality

6 while reducing costs. Most hospitals have been managing

7 costs by decreasing labor and supply expenses. By now most
8 hospitals have reduced expenses iIn these areas to the

9 extent possible.

10 To lower healthcare costs, we need to be

11 innovative and identify other avenues to improve value. A
12 key strategy at Advocate is to provide patients with

13 resources to stay in their home safely and avoid inpatient
14 admission. 1 would like to share with you a few of our

15 recently-adopted, innovative initiatives to keep patients
16 out of the hospital, reducing costly inpatient utilization.
17 This past year, Advocate hired 60 nurses to partner with
18 primary care physicians. These nurses help both employed
19 and independent physicians manage the care of our sickest
20 patients to prevent hospitalizations and unnecessary ER

21 visits. In today"s world, physicians simply cannot

22 dedicate the time to do this important work, because there
23 is little reimbursement associated with such activities.

24 Most of these nurses are embedded in physician offices,
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1 serving as liaisons between these challenging to manage

2 patients primary care physicians. These nurse can dedicate
3 the time and effort to help these patients manage their

4 illnesses, such as diabetes and high blood pressure. The
5 nurses conduct activities such as arranging for

6 transportation to appointments and ensuring that patients
7 have their medications.

8 Also, most importantly, they regularly monitor
9 the health status of these patients so problems can be

10 addressed at the first sign of trouble, before a

11 hospitalization becomes necessary. Also, another major --
12 MR. MORADO: Thirty seconds.

13 MR. RYDER: Another major source of hospital
14 admissions s nursing home patients, and we have developed
15 a structured approach to coordinating with our nearby

16 nursing homes to keep patients in the nursing home versus
17 getting admitted to the hospital.

18 As hospital leaders who have historically

19 focused on inpatient care, we may wish that iInpatient

20 utilization rates would remain the same. But constant

21 inpatient utilization rates are not reality and are not in
22 the best interests of our patients in the communities that
23 we serve.

24 Thank you for your time and consideration.
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1 CHAIRMAN GALASSIE: Thank you, Mr. Ryder.
2 Appreciate your comments.
3 Mr. Goldberg.
4 MR. GOLDBERG: Thank you. My name is Edward

5 M. Goldberg. 1°m the President and CEO of St. Alexius

6 Medical Center in Hoffman Estates, Illinois.

7 St. Alexius is the primary provider of both

8 Medicaid and charity care services to the less-advantaged

9 residents of the far northwest suburbs. Last year 20

10 percent of the patients admitted to St. Alexius, one in

11 five, were Medicaid, and nearly 3.5 percent were without

12 any medical coverage whatsoever. We provided care to them
13 for no charge.

14 The proposed Mercy Hospital would make it much
15 tougher for us to attract the kind of patients who make it
16 possible to subsidize charity care services to the truly

17 needed. Mercy knows this, and what is interesting is Mercy
18 faced a similar situation several years ago when it opposed
19 a competing hospital®s bid to build a location close to
20 Mercy Hospital in Janesville. Mercy®"s CEO was quoted in
21 the local paper as saying the new hospital would be a
22 significant hit to Mercy"s bottom line. The story also
23 reported that Mercy was starting to cut non-traditional

24 health services because of the expected financial hit.
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1 Remember what the Mercy CEO said and think about how

2 significant the financial hit for Mercy"s Crystal Lake

3 Hospital would be to the Alexian Brothers and the other

4 providers for McHenry County residents.

5 At St. Alexius Medical Center, we serve the

6 most vulnerable, whether or not they“re In our primary

7 service area. For example, we have Bonaventure House in

8 Chicago®s Lakeview neighborhood, offering housing for AIDS
9 patients for more than 20 years. The Harbor is the only
10 licensed recovery home for people with HIV/ZAIDS in Lake

11 County. Bettendorf Place recently opened on the south side
12 of Chicago as a supportive facility for people with AIDS/
13 HIV, offering housing as well as job training.

14 MR. MORADO: Thirty seconds.

15 MR. GOLDBERG: All of those programs would be
16 affected by the significant negative financial impact of
17 the Mercy Hospital project. The same could be said for our
18 building to serve patients at Alexian®s new Children®s

19 Hospital, which will open In 2013, approved by this Board.
20 More than half of the patients we serve will be dependent
21  on Medicaid.
22 I ask that you, the Members of the Review
23 Board, consider the negative ramifications of a new Mercy

24 hospital and reject this Certificate of Need request.

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002124



OPEN SESSION 12/7/2011

Page 57
1 Thank you.
2 CHAIRMAN GALASSIE: Thank you, Mr. Goldberg.
3 Mr. Newkirk.
4 MR. NEWKIRK: Thank you, Mr. Chairman. Good
5 afternoon, Board. My name is Chris Newkirk. 1I1°m a

6 businessman in McHenry County and a fourth generation

7 resident of the county. My family has been involved in

8 wellness and healthcare in the county as long as | can

9 remember .

10 One of the most important aspects of a

11 healthcare organization is that its culture and purpose are
12 to serve the needs of the community. My observation of

13 some of the decisions of Mercy"s system indicate that they
14 are more concerned about profitability of their

15 organization rather than the welfare of the community. For
16 example, Mercy has a hospital in Harvard. Even though they
17 employ many OB doctors, they have refused to reopen the OB
18 service in their facility, forcing patients who live in the
19 Harvard area to travel elsewhere for these critical
20 services. In my opinion, this was a decision for monetary
21 reasons and not a community service decision.
22 I understand that they"ve had their doctors
23 send you letters stating they would move all of their

24 inpatient services from Centegra to the new proposed Mercy
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1 Hospital. How can this possibly be a benefit to the

2 community that these doctors serve? It can only be a

3 detriment to the existing hospitals. We are a close-knit

4 community. When we believe In a worthy cause, we do

5 everything to ensure its success. As a local business

6 owner, 1 understand how your vote today will determine an

7 important component of our community®s culture and identity
8 for years to come.

9 In closing, 1 would like to see the people of
10 Huntley have the care from a great organization such as

11 Centegra, that cares about its community, and 1

12 respectfully ask you to deny the Mercy application.

13 Thank you.

14 CHAIRMAN GALASSIE: Thank you, Mr. Newkirk.
15 Gary Overbay.

16 MR. OVERBAY: That"s right. Good afternoon.
17 My name is Gary Overbay. |I1°m the current Board Chairman of

18 the McHenry County Economic Development Corporation and a
19 25-year resident of Crystal Lake. | also have a number of
20 other affiliations and experiences that | believe give me a
21 unique perspective related to the Mercy System®™s proposal
22 for the new hospital in Crystal Lake.

23 In my professional life, I"m a principal at

24 Civil Tech Engineering, a traffic and transportation firm,
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1 and in that role, 1"ve been the Village of Huntley"s

2 Traffic Engineer for the last 14 years. Our Firm is also
3 one of six traffic engineering consultants pre-qualified by
4 the City of Crystal Lake to perform traffic studies for

5 both retention of development and property within the city

6 and also for the city itself. |In addition, my firm has

7 prepared travel time studies for both Mercy Hospital and

8 Centegra on previous CON applications.

9 I also served as the -- on the Crystal Lake
10 Planning Commission for eight years during the 90"s, ending
11 my tenure as Chairman.

12 Realistically it would be very difficult, if

13 not impossible, for southeastern McHenry County and

14 northern Kane County to absorb all of the additional

15 healthcare capacity being proposed by both Mercy and

16 Centegra if both of these proposals were approved.

17 Understanding that to be the case, McHenry County Economic
18 Development Corporation found itself in the uncomfortable

19 position of having to take sides between two of our

20 investors, Mercy and Centegra, both of whom had members on
21 our Board. 1 believe this commission will ultimately find
22 itself in that same unenviable position.

23 I"m here today to speak against the plans --

24 MR. MORADO: Thirty seconds.
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1 MR. OVERBAY: -- for the proposed Mercy Health

2 System to construct a hospital in Crystal Lake. My

3 position speaks more to the desirability of the Centegra

4 proposal rather than any shortcoming in the Mercy proposal.
5 For me the major issue that makes the Mercy proposal less
6 desirable than Centegra is simply its location. The

7 proposed Mercy site is directly in the center of a circle
8 of four hospitals, including NIMC, Centegra Woodstock, Good
9 Shepherd and Sherman, and 1 don"t believe many of the

10 people living within this circle -- which has seen little
11 population growth in the past 10 years, with little

12 available land -- would consider themselves to be too far
13 from a hospital.

14 Conversely, the Centegra facility proposed in
15 Huntley serves an area that has seen explosive growth in
16 the past 15 years and is poised for additional growth. It
17 would also serve the area to the west of Route 47 along the
18 1-90 corridor, and Toll Highway Authority has just

19 announced plans for over a billion dollars of improvement
20 to the 1-90 corridor, 460 million of which are west of

21 Route 47.

22 MR. MORADO: Please conclude your comments.

23 MR. OVERBAY: Thank you for your time, and

24 good luck with your very difficult decision.

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002128



OPEN SESSION 12/7/2011

Page 61
1 CHAIRMAN GALASSIE: Thank you, Mr. Overbay.
2 We appreciate your comments as well.
3 (Upcoming speakers identified.)
4 MR. ANDERSON: Good afternoon. My name is
5 Jim Anderson. 1°m the Director of Risk for Centegra Health
6 System. 1 have the privilege of supporting their clinical

7 care providers, and they continually amaze me every day

8 with the compassion and caring that they provide to our

9 patients.

10 As a result of that, i1t has been rather

11 discouraging to sit through these hearings and hear very

12 unsubstantiated attacks leveled against Centegra, but I™m
13 really here to talk about some of the unsubstantiated

14 claims and facts that have been made In Mercy"s

15 application, as well as here. In point of fact,

16 unsubstantiated pronouncements describe Mercy®s application
17 and its leaders®™ testimony.

18 In June of 2011, Mercy"s CEO, Javon Bea, sat
19 before you and gave sworn testimony that Crystal Lake is a
20 community of 160,000 people without a hospital and
21 emergency services. He claimed he was not aware of any
22 other community in the state of lllinois that large who did
23 not have their own hospital and emergency services. He may

24 not have been aware of that fact, because there is no such
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1 community. Crystal Lake has a population of 40,000. It is

2 readily served by three hospitals, all providing emergency
3 services, as you all know and are well aware.

4 Next Mr. Bea claimed the location of Mercy"s

5 hospital on the southeast side of Crystal Lake would be in
6 the highest concentration of low income and elderly people
7 in all of McHenry County. Dan Colby, also a Mercy

8 executive, stood before you and said the exact same thing.
9 However, the claim is simply not true. According to the

10 2010 census data, a percentage of Crystal Lake residents iIn
11 poverty is well below the McHenry County average.

12 MR. MORADO: Thirty seconds.

13 MR. ANDERSON: In fact, the community in

14 McHenry County that has the greatest number of people in

15 poverty is Woodstock.

16 Even more egregious is Mr. Bea and Mr. Colby"s
17 claim that Crystal Lake has one of highest concentrations
18 of elderly people in the county. Nothing could be further
19 from the truth. The highest concentration of people over
20 age 65 can be found in Huntley, where it"s 29 percent.

21 Crystal Lake is 10 percent.

22 At the end of the day, it comes down to

23 believability. Mercy"s claims in their applications and at

24 these public hearings are simply not believable. As you
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1 listen to the comments and the testimony supporting Mercy"s

2 project today, | ask that you approach them critically and
3 remember these few examples 1 have provided to you today in

4  judging that credibility.

5 Thank you for your time.
6 CHAIRMAN GALASSIE: Thank you, Mr. Anderson.
7 That now concludes the portion of public

8 comment for and against this application, and I will now be
9 asking the applicants -- we will be calling Item No.

10 10-089, Mercy Crystal Lake Hospital, wishing to establish a
11 70-bed acute care hospital, to the table.

12 MR. CONSTANTINO: Mr. Chairman, we had three
13 comments on the State Agency Report we need to pass out to
14 the Board members. These had been previously e-mailed to
15 all of the Board Members last week. 1 believe they“re all
16 relevant comments and should be approved to be put in the
17 record.

18 CHAIRMAN GALASSIE: Would you want to give us
19 a —-- could you give us a synopsis of those comments,

20 Michael?

21 MR. CONSTANTINO: Sure. Do you want me to do
22  that now or after 1 —-

23 CHAIRMAN GALASSIE: Let"s let these folks

24 introduce themselves and be sworn in, and we"ll come to
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1 Staff report.

2 So the Board knows, we"re hoping to deal with
3 the application on this issue at this point in time, and

4 we"re anticipating breaking about one o“clock. So we-"ll

5 see where we are.

6 Gentlemen, 1T you could please introduce

7 yourselves and spell your name for the record, and we will

8 then have you sworn in.

9 MR. BEA: Javon Bea.

10 MR. GRUBER: Richard Gruber.

11 MR. KNIERY: John Kniery.

12 MR. GRIKIS: Linas Grikis.

13 MR. STEIN: Sanford Stein.

14 CHAIRMAN GALASSIE: Good morning, gentlemen.
15 IT we could please swear them in.

16 MR. KNIERY: Excuse me, Mr. Chair. There are

17 other members with us today. Sue Ripsch, VP of Mercy; Dan
18 Colby, Mercy.

19 CHAIRMAN GALASSIE: Can we just see a show of
20 hands, where these people are?

21 MR. KNIERY: Charles Foley, Tom Jensen, David
22 Kurtz, John Cook, and Barb Bortner, and Ralph Topinka.

23 CHAIRMAN GALASSIE: We"ll assume the people

24 at the table will be representing you today.
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1 (Oath given)
2 CHAIRMAN GALASSIE: I think we"re prepared
3 for Staff report, Mr. Constantino.
4 MR. CONSTANTINO: Okay. Thank you,
5 Mr. Chairman.
6 The applicants are proposing to establish a

7 70-bed hospital in Crystal Lake, Illinois. The applicants
8 received an Intent to Deny at the June 2011 State Board

9 meeting. Subsequently, the applicants modified the

10 project. They reduced the number of beds originally

11 proposed from 128 to 70 beds. They also reduced the costs
12  of the project from approximately 199 million to 115

13  million.

14 CHAIRMAN GALASSIE: Mike, I apologize. So
15 Board members know, the three items that were just passed
16 out to you, when Mike is done with his presentation he"s
17 going to give us a synopsis of that, so we can follow this
18 presentation.

19 MR. CONSTANTINO: They"ve also reduced the

20 gross square foot from approximately 265,000 to

21  approximately 163,000.

22 We also -- the State Board Staff also

23 conducted two public hearings regarding this project. A

24  public hearing was held in Crystal Lake on March 18th,
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1 2011. 83 individuals were in attendance but did not

2 provide testimony at that hearing. 52 individuals provided
3 supporting testimony, and 68 individuals provided

4 opposition testimony.

5 A second public hearing was held in Crystal

6 Lake on October 7th, 2011. 56 individuals were in

7 attendance but provided no testimony at that October 7th

8 hearing. 36 individuals provided supporting testimony. 20
9 individuals provided testimony in support, and 4

10 individuals provided written opposition testimony.

11 At that June meeting, the State Board asked

12 the applicants to respond to three items, which we provided
13 to you as a separate Appendix to your State Agency Report.
14 You asked for three things. You asked for a response from
15 the applicants regarding the concerned hospitals, who are
16 Sherman, Advocate Good Shepherd, and St. Alexius Medical

17 Center™s response to the initial safety net impact of the
18 proposed new hospital on their hospitals. McHenry (sic)

19 provided that response, and that is in that Appendix.
20 The second thing you asked for was you asked
21 them to comment on the slow-down In growth in McHenry
22 County. That is also included in that Appendix that 1is
23 attached.

24 The last thing you asked for was for their
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1 comments on the 2010 McHenry County Community Health
2 Report. That is also included in that Appendix.
3 The State Board Staff notes in regards to this

4 application that the applicants do not meet the

5 requirements. There are existing facilities within 30 and
6 45 minutes of the applicant™s proposed facility operating

7 below the State Board"s target occupancy. They do not meet

8 the performance requirements of 100 med/surg beds in an

9 MSA.

10 Thank you, Mr. Chairman.

11 CHAIRMAN GALASSIE: Thank you, Michael.
12 Who would like to address the Board?

13 MR. STEIN: Thank you, Mr. Chairman. Good

14 morning, Members of the Board. Once again, my name is

15 Sanford Stein. [1"m an attorney from the Chicago office of
16 Quarles & Brady, representing Mercy.

17 CHAIRMAN GALASSIE: Sir, 1 apologize for

18 interrupting. 1 forgot we have three comments that need to
19 be incorporated in.

20 MR. CONSTANTINO: [I"ve labeled this as Item 1.
21 That is the first comment. 1 really don"t know what to say
22 to this comment. Unfortunately, the applicants feel that I
23 was not consistent in my analysis of this application and

24 the analysis of the Centegra application. 1 want to assure
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1 the Board that we attempt to treat all of the applicants

2 the same. | know, as can be seen by the number of the

3 people in this room, we have hundreds of supervisors,

4 George and I, and we get comments every day explaining to

5 us what we do wrong. |1 can assure everyone in this room

6 that the Chairman, Courtney, David, and Bill have all made
7 it a top priority for George and 1 to make the reports,

8 improve the reports, and make them as consistent as

9 possible.

10 CHAIRMAN GALASSIE: Thank you, Mike.

11 Appreciate that.

12 MR. CONSTANTINO: The second comment we

13 provided -- this is labeled Item 2. We provided you with
14 the applicant™s comment in regards to the Safety Net Impact
15 Statement as Appendix 1. You“"ve all had an opportunity to
16 review that. 1 cannot quantify the impact this hospital

17 will have on hospitals within that planning area or within
18 30 or 45 minutes. The statute asks if the proposed project
19 will have a material impact on safety net services, if
20 reasonably known by the applicant, and whether the proposed
21 hospital will have an impact on the ability of other
22 providers to cross-subsidize safety net services, if
23 reasonably known by the applicant. The applicants, in my

24 estimation, responded to that criterion in the statute.
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1 They also note in that Item 2 -- made comments

2 regarding past SARS is important information that the

3 Board®s current rules do not require the Staff to consider
4 in our assessment for a need for a new hospital.

5 The third item, Item 3, the proposed project
6 does not meet the criteria in 1110.3030, Clinical Service
7 Areas, other than Category of Service, and the number of

8 beds proposed is 70 beds and 56, which are medical/surgical
9 beds. The State Board Staff did not think these changes
10 warranted the need to republish this report.

11 Our current rules require the applicant

12 provide their charity care information, and I believe they
13 did this.

14 The third point, we did not consider a

15 decision made seven or eight years ago in our evaluation on

16 this establishment of a hospital.

17 Thank you very much.

18 CHAIRMAN GALASSIE: Thank you, Michael.
19 Back to you, sir.

20 MR. STEIN: Thank you, Mr. Chairman, once

21 again, Members of the Board.
22 CHAIRMAN GALASSIE: The Board has a decision
23 the make with these three comments. We can accept them,

24 incorporate them into the record, or not.
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1 MR. SEWELL: Mr. Chairman, I move they be
2 incorporated.

3 CHAIRMAN GALASSIE: Motion to incorporate
4  them into the record.

5 MS. OLSON: Second.

6 CHAIRMAN GALASSIE: Roll call, please.

7 MR. ROATE: Motion made by Mr. Sewell,

8 seconded by Ms. Olson.

9 Dr. Burden?

10 MR. BURDEN: Yes.

11 MR. ROATE: Mr. Eaker?

12 MR. EAKER: Yes.

13 MR. ROATE: Justice Greiman?

14 MR. GREIMAN: Aye.

15 MR. ROATE: Mr. Hayes?

16 MR. HAYES: Yes.

17 MR. ROATE: Mr. Hilgenbrink?

18 MR. HILGENBRINK: Yes.

19 MR. ROATE: Ms. Olson?
20 MS. OLSON: Yes.
21 MR. ROATE: Mr. Sewell?
22 MR. SEWELL: Yes.
23 MR. ROATE: Chairman GALASSIE?
24 CHAIRMAN GALASSIE: Yes.
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1 MR. ROATE: That"s eight votes in the
2 affirmative.
3 CHAIRMAN GALASSIE: This was my concern about

4 efficiency when the Senator was here. Thank you for your

5 indulgence.

6 MR. STEIN: Thank you very much. You“"re sure
7 now?

8 CHAIRMAN GALASSIE: Now we hope so.

9 MR. STEIN: Once again, we"ll try again. My

10 name is Sanford Stein. You"ve got that part, 1 think.

11 Representing the applicant, Mercy Crystal Lake hospital.
12 At the outset, we want to start by saying we are pleased
13 that Senator Althoff addressed some important procedural
14 matters by her remarks at the outset of today®s public

15 comment section, and we endorse those comments regarding
16 consistent, predictable, and transparent procedures. We

17 think that"s important, obviously, for this board and every

18 board.
19 Of course, the substance of your decisions is
20 yours and only yours. It"s based -- of course, based on

21 the facts and the record before you. Senator Althoff"s
22 comments do not and should not address the substance of
23 your decision making. That is a matter left in your hands.

24 As you well know persistent -- consistent with
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1 your rules, the failure of a project to meet one or more

2 review criteria shall not prohibit the issuance of a permit
3 and, also, your rules unambiguously state that the failure
4 to satisfy one or more of the criteria shall not prevent

5 issuance of the permit. In sum, there is no single rule

6 that is or ought to be a determinative factor, and the need
7 for beds locally is and ought to be paramount to your

8 decision.

9 MR. KNIERY: 1°d like to add quickly, if 1

10 may, Mr. Chairman, Members of the Board, specifically 1

11 think there"s an issue of competing rules. You have the

12 100-bed med/surg bed rule, but you also have the issue of
13 need, which one ex-officio member questioned at the last

14 meeting. Furthermore, you will hear in more detail that

15 there are use rates that are not current. Currently, the
16 bed need in place is using 2008 data, a three-year average,
17 when, in fact, 2010 data is out and the three-year average
18 is approximately six percent lower. That"s not -- does not
19 take iInto effect the current bed need.
20 So, we must be also consistent and transparent
21 to the foremost indicator, in my mind, of need, which is
22 your bed need.
23 With that, 1°d like to -- on behalf of Mercy,

24  we appreciate the opportunity to be here once again.
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1 Although we are back from an Intent to Deny, we felt the

2 last presentation and exchange with this Board was

3 overwhelmingly positive, and we look forward to continuing
4 this dialogue.

5 So, I"d like to have Mr. Bea make some initial
6 comments and then Mr. Gruber address the substance of the

7 application.

8 CHAIRMAN GALASSIE: Thank you.

9 MR. BEA: Thank you. Good morning.

10 CHAIRMAN GALASSIE: Good afternoon.

11 MR. BEA: Good to see you again.

12 December 29th, almost a year ago, we filed our

13 Certificate of Need application for a $200 million project
14 in Crystal Lake, Illinois. | remember this date, because
15 it was near that time that Sister Sheila, CEO of Mercy of
16 Chicago, came up to give the keynote address at Mercy, as
17 we were naming a new hospital building after Sister Michael
18 Berry, a Sister of Mercy that | replaced, and Sister Sheila
19 was very pleased with the 100-year history, pictorial

20 history that we had of the Sisters of Mercy involved

21 throughout southern Wisconsin and lllinois.

22 At our hearing in June, as John said, we

23 listened closely to all of you and what you shared with us

24 as your reasoning for the Intent to Deny, and as a result
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1 from what we learned from you, we actually responded to

2 this. We went back and modified our application, and

3 that"s why our modified project is reflecting 70 beds and a
4 45 multi-specialty physician office building in Crystal

5 Lake.

6 We had three critical reasons for doing this.
7 First, it reduces the cost of the project by $85 million,

8 which is clearly one of the stated intents of the Illinois
9 Planning Act, which is to reduce the cost of healthcare to
10 consumers. Secondly, the 70-bed hospital proposal was iIn
11 line at the time with this submission, and we submitted it
12 with the Bed Need Inventory as reported by the Illinois

13 Department of Public Health, and subsequently that has

14 changed, but our proposal remains -- which Mr. Gruber will
15 address -- prudent and conservative to serve the 160,000
16 residents in the Crystal Lake area, which includes

17  Algonquin, Lake in the Hills and Cary. These 160,000

18 people really only have one choice right now, and that"s
19 Centegra, because they control and dominate all hospital
20 beds in the whole McHenry County and can dictate pricing as
21 a result.
22 Further, it reduces, arguably, the overstated
23 impact that this project will have on competing facilities,

24 because we have reduced the size of the project, as was

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002142



OPEN SESSION 12/7/2011

Page 75
1 addressed in some of the comments. The last time we came

2 before you, we shared with you that we don"t back away from
3 those that are In need. At our Mercy Hospital in Harvard,
4 I1linois, in 2000 -- fiscal year 2010, we provided $6

5 million in charity care. We also took care of 32,893

6 Medicaid patients. Across the entire Mercy System, we

7 provided in 2010 almost $30 million in charity care, which

8 represents two and a half percent of our net bottom line,

9 and we anticipate this and plan for this concentration of
10 charity care growing because of the needs that we"ve been
11 able to identify in the Crystal Lake area, which 1711
12 address in a moment. But our percentage right now that we
13 provide In charity care is 150 percent greater than one of
14 the opponents that spoke here, who happens to be the
15 largest healthcare provider in the state of Illinois. 150
16 percent greater is the percentage of net revenue.

17 Seven years ago, when we looked at trying to
18 fulfill the unmet needs in Crystal Lake, we calculated that
19 there was a need, and It was interesting to hear some of

20 the public comments that the need goes back, by the

21 citizens, all the way back to the early 60"s. That need

22 has just increased over the last seven years, and It"s been
23 exemplified by the growth of our Mercy Harvard Hospital,

24 the fact that we now have had to add 20 multi-specialty
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1 clinics with 84 physicians in 12 1llinois communities over

2 these last years.

3 Our plan meets the needs of the community iIn
4 addressing acute care needs, hospital bed needs. We"ve

5 chosen to locate our hospital on the iIntersection of Route
6 31 and 14, because it Is the most densely-populated area in
7 McHenry County that suffers from excessive traffic

8 congestion. Everyone knows that the road infrastructure

9 did not keep up with the population growth, so it"s very,
10 very difficult. We"ve had a lot of public testimony about
11 people delivering babies in ambulances and other common

12 things that have happened because of the congestion on

13 Highway 14 and not being able to get to the outer area

14 hospitals.

15 Crystal Lake is the home of the most diverse

16 population in McHenry County, and it does have a growing

17 geriatric population -- which we can demonstrate
18 factually -- In need of easier access to healthcare
19 services. In addition, the emergency medical responders

20 currently face uncertainty about hospital bed availability
21 because of the shortage of beds in the area and the

22 roadblockage due to the inadequate road infrastructure as |
23  just stated.

24 I think this project has faced over the last
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1 eight years what | term the trifecta barriers, and that"s

2  the 100-bed guideline, the 30-minute service guideline, and
3 the 20 OB-bed guideline. Historically, this trifecta has

4 been a very effective barrier at protecting existing

5 providers, to protect their turf, but it does deny

6 consumers choice, no matter how hard it is for them to get
7 to services, and 1 can say that we*"ve had a lot of public

8 testimony that if you®"re not feeling well, if you“re the

9 elderly or the low income, it"s very difficult to get to

10 the outer area hospitals. Moreover, frankly, it is a goal
11 I think of the Health Planning Act to try to iIncrease

12 accessibility, and it"s because of these trifecta barriers,
13 the good residents of Crystal Lake, Algonquin, Lake in the
14 Hills, and Cary have not had reasonable access to hospital
15 services and emergency services. However, the fact is that
16 none of these hospitals -- the opponents have stated here,
17 "Boy, there®"s a lot of hospitals in the area.” Well, none
18 of these hospitals are readily accessible, if you talk to
19 the people in Crystal Lake, especially those who don®t have
20 transportation.

21 The Mercy Crystal Lake project, we"ve tried --
22 based on what you told us in June and working with the

23 Staff, we have really worked hard in making it the right

24 sized project to serve the unmet needs of this area, and we
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1 really hope that the Board will really consider the needs

2 in the area and not get hung up on what has really been
3 some old rules, the 100-bed rule, et cetera, that has
4 really just served as a turf protector and denied consumers

5 choice and cost competitiveness.

6 Thank you.
7 CHAIRMAN GALASSIE: Thank you.
8 MR. GREIMAN: Mr. Chairman, can we ask

9 questions of them individually?

10 CHAIRMAN GALASSIE: Why don"t we let them

11 make their presentation, Judge, and then we"ll open it up
12 for questions.

13 MR. GRUBER: Thank you, Mr. Chairman, Members.
14  Good afternoon.

15 Our project to build a hospital in Crystal

16 Lake has really been a true testament, in my mind"s eye, to
17 the planning process. Before you, you have a project

18 that"s evolved into one that is in line with the Board"s

19 intent of the rule and the Act as any project that you®ve
20 seen previously. It should be known that since the

21 original State Agency Report was issued for this project,
22 what was considered at the June meeting, the modified

23 project before you now is In compliance with two additional

24 review criteria: The size of the project under the general
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1 view criteria, and the reasonableness of the project cost

2 for a single line item. The project before you now is in

3 total compliance, total compliance of Part 1120, Financial
4  and Economic Review Criteria.

5 The trade-off, however, iIn the current State

6 Agency Report was the new negative finding that this

7 project did not meet the performance requirements of having
8 a minimum 100-beds for medical and surgical purposes. This
9 finding is the result of Mercy doing its modification of

10 the project scope, which stems primarily from the

11 uncertainty of the population model to be used and the

12 lower average utilization that is shown in the 2010

13 three-year average, per the Board"s rules. It is within

14 this Board®s purview to give one review criteria more or

15 less credence, depending on the totality of the

16 circumstances, as it did when the Board approved another

17 hospital project located in a metropolitan statistical area
18 that had less than a hundred med/surg bed complement, and
19 was in worse shape both in terms of area, low average
20 utilization, and excess beds that existed within that
21 particular planning area.
22 However, to stay on point, 16 out of the 20
23 review criteria were found to be iIn conformance, 16 of 20

24 were found to be In conformance with the Board"s rules.
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1 So, I will Iimit my comments for the next few minutes to

2  those potential findings.

3 Number one, Section 1110.530(b), Planning Area
4 Need. If you look carefully at the criteria, you®"ll notice
5 there are several indicators of need embedded within that
6 review criteria. It appears that the Mercy project is

7 overwhelmingly in compliance with these iIndicators. The

8 State Agency Report concluded that Mercy met four of the

9 five need indicators, holding that Mercy only did not meet
10 the criterion that requires the applicant to look at the
11 utilization of other area service providers within 45

12 minutes of the proposed project. No one in need of

13 emergent hospital services, frankly, should have to travel
14 that long or that far for medical care.

15 As we pointed out in our CON application and
16 public hearing testimony, this project will provide access
17 to a large and growing area that is under served by

18 physicians, emergency and hospital services. This is

19 demonstrated by several facts. First, the project will
20 serve the largest concentration of existing population and
21 patients. Second, the project will address the extensive
22 out-migration of patients from Planning Area A-10. Third,
23 the project will address the undocumented need for

24 physicians in Planning Area A-10. Fourth, the project will
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1 help address the under supply of hospital beds within the

2 Planning Area, which is highlighted by the Board®s revised
3 hospital bed inventory numbers and the 2009 Henry J. Kaiser
4 Family Foundation study, which states that McHenry County

5 is 174 percent below state and national averages for

6 hospital beds. By the State"s own numbers, Planning Area

7 A-10 has beds per thousand population of 1.0, as compared

8 to the State, which has an average of bed per thousand of

9 2.6. Also, the U.S. average is 1.0.

10 Most importantly, however, this project will
11 address the lack of emergency services for the density of
12 the population that we"re proposing to serve. Finally, the
13 subsection of that review criterion at issue, Access to

14 Care, can be satisfied if an applicant can demonstrate that
15 there are access limitations due to payor status of

16 patient; for example, Medicare, Medicaid, or charity care
17 programs. As we have noted previously, in the 2010 McHenry
18 County Healthy Community Analysis, cited by some of our

19 competitors, the rapidly expanding number of Medicaid

20 recipients in the county appear to be residing within the
21 service area that we propose to serve. For example, in the
22 year 2000, there were 6,293 residents in McHenry County on
23 Medicaid, or 2.4 percent of the total population. By 2009,

24 that number grew to 8 percent of the total population, or
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1 25,623 residents. Most of that growth, we have documented

2 to show, has occurred within the service area we propose

3 for the Mercy Crystal Lake project.

4 The second criterion, 1110.530(c), Unnecessary
5 Duplication of Services/Maldistribution. The Staff

6 assessment of this criterion is similar to the assessment

7 of the Planning Area need criteria; namely, all but one

8 sub-criterion was found to be in conformance with the State
9 norms and rulles. Only one indicator of maldistribution --
10 utilization of area facilities -- is not in compliance with
11  the State norms.

12 To address this issue of unnecessary

13 duplication of services, Mercy has reduced the size and

14 scope of our project to a point where it least impacts area
15 providers and best addresses the lower projected population
16 and nearly six percent reduction in hospital utilization

17 that was reported for 2008, all according to your own

18 State-released data. Based on Nielsen Claritas, Inc.,

19 McHenry County population estimates for 2010 and
20 projections for 2015 and inpatient admissions for the
21 period October 1, 2009 through September 30th, 2010, the
22 largest number of McHenry County residents and hospital
23 admissions are concentrated in the southeast area of the

24 county. That"s where our proposed hospital is going to be
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1 located.

2 Additionally, this proposed project is a

3 general, acute care hospital, offering community-based

4 services to the local service area surrounding the

5 facility. The proposed project will not provide tertiary
6 care services. Thus, this project will not impact other
7 area hospitals® ability to provide those tertiary care

8 services. Mercy will work with the area tertiary providers
9 to coordinate transfer of patients required for that level
10 of service, and that®s our commitment.

11 The project will also address the extensive
12 out-migration of patients from the A-10 Planning Area.

13 From the period July 1, 2009 to the period June 30, 2010,
14 53 percent of McHenry County residents received inpatient
15 care outside of the county and 22 percent at hospitals

16 outside the Defined Service Area. During the same period,
17 70 percent of the residents from the immediate service

18 area -- that"s Crystal Lake, Algonquin, Lake in the Hills
19 and Cary -- received inpatient care outside of the county,
20 and 21 percent at hospitals outside of our Defined Service
21 Area.
22 The population growth of southern McHenry
23 County will continue to drive the need for additional

24 facilities. Mercy"s proven track record of providing
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1 higher quality care, lower cost healthcare services, via an

2 integrated service delivery system will greatly reduce the
3 out-migration from McHenry County.

4 The project will also address the demonstrated
5 need for new physicians in McHenry County. The shortage of
6 specialty physicians is one of the primary reasons that

7 residents of McHenry County are leaving the county iIn order
8 to seek medical care. McHenry County has a deficit of

9 physicians. This is consistent with the national

10 experience. Both the Council of Graduate Medical Education
11 and the American Medical Association recognize a current

12 physician shortage in the U.S. that will, frankly, only

13 worsen in the years to come. As of January 1, 2011, Mercy
14 Health System employed 76 full-time and 11 part-time

15 physicians in northern Illinois, a major contribution of

16 physician providers in the area. Mercy plans to add 45 new
17 physicians in the Crystal Lake facility, which will assist
18 in addressing the calculated need in McHenry County of

19 nearly 50 physicians as of March 2010. These physicians

20 will play a vital role in the future health of residents of
21 McHenry County and, further, the operational model utilized
22 by Mercy has been implemented effectively to recruit and

23 retain needed physicians, thus helping the -- helping to

24 reduce the out-migration of McHenry County.
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1 I want to pause for just a second to make a

2 point that needs to be made. It was stated by a number of
3 individuals -- or at least two -- during this public

4 comment process and several more during the public hearing
5 process that Mercy would have a closed medical staff of

6 Mercy Crystal Lake and Medical Center. That"s totally

7 contrary to fact and reality. Mercy will have an open

8 medical staff. It"s always been our practice and will

9 continue to be our practice and that"s always been our plan
10 at Mercy Crystal Lake and will continue to be our plan at
11 Mercy Crystal Lake.

12 Further, one has to consider the impact of

13 health reform, which 1s somewhat unknown but at least

14 somewhat predictable at the same time. For example,

15 decreased inpatient admissions achieved because of an

16 increased focus on outpatient treatments and preventative
17 care could be offset, believe it or not, and even eclipsed
18 by the increased iInpatient population that has insurance
19 coverage of some sort now and in the future because of

20 healthcare reform. We projected that, notwithstanding the
21 increased admissions currently occurring as a result of

22 health reform in years one and two of operations of the

23 project, admissions will be further impacted at a rate of

24 five percent the Ffirst year and three percent the second
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1 year over current rates because of the change in the total

2 number of individuals who will be insured under the Health
3 Reform Act. Mercy projects that other planning market --
4 other planning facilities within the area will see a

5 similar impact.

6 It"s because, in part, of the uncertainty

7 surrounding the health reform and the fluctuating bed-need
8 calculation for Planning Area A-10 that Mercy decided to

9 modify our project and to modify the size downward. The
10 conservative approach, we believe, will allow Mercy to meet
11 the current demonstrated bed need in McHenry County. In
12 addition, as additional need materializes In Planning Area
13 A-10, Mercy is prepared to come back before this Board and
14 propose expanding its Crystal Lake facility or, for that
15 matter, work with other area providers to come up with a
16 less costly alternative to meet those new needs as they

17 arise.

18 Finally, as previously stated, the 2010

19 McHenry County Healthy Community Analysis sites expanding
20 numbers of Medicaid residents in the county. In 2010, 30
21 percent of all Medicaid residents hospitalized in McHenry
22 County lived iIn the southeast Planning Area, the southeast
23 sub area. All of these residents, many without access to

24 good transportation, must travel outside the area for
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1 hospital services because they do not have a local hospital

2 facility available. Mercy proposes to fill and serve that
3 need and serve that population. In combination of these

4 factors, i1t"s our belief that in the long run, the area

5 facilities will not be adversely affected by our project.

6 The third criteria, Section 1110.530(T),

7 Performance Requirements. This is the criterion that was

8 the trade-off to adhere more closely with the intent of the
9 Planning Act instead of meeting the minimum bed criteria.
10 Mercy feels that this criterion, while a good standard, may
11 not be applicable today and certainly is not going to be

12 applicable in the future. As we mentioned in our

13 application, the review criterion originally appeared in

14 the early 1980"s and, in fact, it did show up in rules that
15 we were able to research and find back in the 1970"s.

16 Since that time, as all of us hopefully are aware, the

17 manner in which healthcare services has been delivered has
18 changed dramatically and has resulted in smaller facilities
19 being able to treat the same patient volume as some larger
20 facilities that were required in the past. Specifically,
21 environmental factors, such as the dramatically reduced or
22 declining average lengths of stay, private rooms versus

23 semi-private rooms, and the increased financial liability

24 of smaller hospitals, have resulted in the fact that the
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1 same number of patients can be served adequately by smaller

2 facilities with fewer beds. The average length of stay for
3 hospital inpatients has declined dramatically over the past
4 35 years, primarily due to advancement of technology and

5 increase in outpatient procedures, and Medicare®s

6 implementation of respective reimbursement systems based

7 upon Diagnosis Related Groups or DRG"s that came back in

8 October of 1983, and, finally, pressures of managed care

9 reimbursements. As a result, a 70-bed hospital constructed
10 in 2011 can adequately treat the same number of patients as
11 a 100-bed hospital constructed in 1980. This point is

12 further demonstrated when one compares the size of

13 hospitals constructed in Illinois and four adjacent states,
14 including Wisconsin, Indiana, Missouri, and lowa, since the
15 year 2000. Fifteen new general, medical/surgical, suburban
16 hospitals have been built during this time period. You

17 need to note that Wisconsin and Indiana do not have a

18 Certificate of Need law, while Missouri and lowa do. Those
19 fifteen new general medical/surgical, suburban hospitals
20 ranged in size from 32 beds to 143 beds, with the overall
21 average size being 90 beds. Nine were built with less than
22 100 beds, while 6 were established with more than 100 beds.
23 Following the June 28th Board meeting, the

24 Mercy leadership team really re-examined all of the facets
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1 of our project. When we did that, more importantly, our

2 reexamination took into account what we heard from you, the
3 concerns that you raised. We listened very closely to what
4 you had to say, and we"ve attempted to do, within this

5 revised modified application, what we thought you

6 indicated, be much more responsive to the needs that are

7  there.

8 Also at the June meeting, this Board approved
9 a hospital project at Shiloh that is also not in compliance
10 with the State norms for the number of med/surg beds or OB
11 beds for the project. Unlike Planning Area A-10, which has
12 a calculated bed need, the other project"s Planning Area

13 had a tremendous bed surplus. In addition, a Board member
14 even commented that many of the existing facilities in the
15 service area had extremely low utilization rates. It

16 appears --

17 CHAIRMAN GALASSIE: Sir, I*m sorry. I™m

18 going to interrupt you. This Board has been instructed

19 very closely not to do a comparative analysis. As you
20 know, we have two hospitals in front of us today. So, the
21 continued reference to Shiloh, truthfully, 1 find counter
22 productive and, frankly, inappropriate.
23 MR. GRUBER: I apologize. 1 will not mention

24 it again.
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1 CHAIRMAN GALASSIE: Let"s refrain from
2 comparing Shiloh.
3 MR. GRUBER: I will not mention it anymore.
4 The fourth criterion 1 will address briefly is

5 Section 1110.3030(a), Clinical Services Other Than

6 Categories of Services. This criterion uses past physician
7 referrals to project the ability to meet future

8 utilization. The State Staff determined that since

9 historic referrals were derived from the Planning Area,

10 that the utilization of the proposed hospital will have a
11 negative effect on existing hospitals. What this criterion
12 does not look at is the ability of the applicant™s capacity
13 to bring in new physicians to the area, which will allow

14 the residents of McHenry County the choice to stay at home
15 to receive their healthcare as opposed to leaving the area.
16 Mercy has a plan to recruit physicians and provide much

17 needed services to the area, thus addressing the issue of
18 out-migration and to further reduce the potential Impact on
19 other area hospitals.
20 Additionally, the population projections
21 supporting the project reflect an expanded population for
22 the service area, and we"ve gone through those numbers
23 previously, but we do believe that that service area will

24 continue to grow, and we are the right hospital at the
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1 right location at the right time to serve that particular

2 facility. |In combination of all of these factors, it"s our
3 belief that in the long run, the area facilities will not
4 be adversely affected by this proposed project.

5 Let me conclude. The Certificate of Need

6 process has many indicators of need. There"s the

7 utilization of area facilities, the ratio of beds to

8 population, and the only forward-looking indicator of need,
9 your bed-need calculation. When applying the Board"s

10 rules, other iIndicators of need become apparent, such as

11 the area of heavy patient out-migration and beds per

12 thousand for this Planning Area compared to that of the

13 state of Illinois and the nation as a whole. 113

14 potentially under utilized beds out of 829 licensed beds
15 are negligible in this particular area. 13.6 percent, |1

16 believe, is the calculation. Therefore, in our mind"s eye,
17 it appears that the area facilities are near appropriately
18 utilized.

19 Second, another area that appears to present
20 conflicting rules is the need to serve the Planning Area
21 and the 30-minute travel time corridor. State Staff noted
22 on page 20 of the State Agency Report that 83 percent of
23 the expected patient volume is anticipated to come from the

24 Planning Area. Furthermore, patient migration is normally
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1 to a degree, as all county borders -- as all counties share

2 borders. However, McHenry County has the highest
3 outpatient migration rate as anywhere in the state, and we
4 intend to address that issue and address It iIn a positive
5 fashion.
6 When all of the criteria are viewed together,
7 they illustrate, 1 think, a formidable picture of need for
8 this project, a need that we hope you recognize. And with
9 those comments we certainly are happy to address any
10 comments you might have.
11 CHAIRMAN GALASSIE: Thank you very much. We
12 appreciate your comments.
13 And 1 will now open it up to the Board, and 1
14 believe, Judge, you wanted to begin with a question or
15 questions.
16 MR. GREIMAN: Yeah. You gave us a lot of
17 statistics about what Mercy is doing, and one of the things
18 that is curious to me is that there"s been a 65 percent
19 reduction of charity care patients from the year "08 to
20 10, 65 percent less, although it was a 30 percent increase
21 in the cost of the 35 percent. So, the money went up that
22 you spent, but the number of patients was reduced by 65
23 percent.

24 MR. KNIERY: [If 1 may, Judge Greiman, one
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1 issue is the reporting requirements. The way Mercy

2 calculated that need is what drove the change. Also, you

3 need to look at your own State"s data profile for the

4 Planning Area. It shows that the area net revenue for

5 charity care is something less than 2 percent, where this

6 project i1s proposing a charity care of -- committing to two

7 and a half percent.

8 MR. GREIMAN: Well, yes, 1 understand that.

9 My question is whether the reduction from 1,000 patients to
10 370 patients was a policy matter, or just you had less poor
11 people walk in the door.

12 MR. GRUBER: To address that very

13 specifically, Your Honor, there was a change in how we were
14 required to report. Previously, we reported all applicants
15 for community care, charity care, as well as those who were
16 ultimate recipients. Under the new rules, we are now

17 reporting those inpatients and outpatients that are

18 actually receiving community care. So the number change,
19 in terms of sheer patient numbers, is deceiving. Some

20 people will apply and will not qualify, and how we

21 calculate -- we were using the whole sum as opposed to

22 those that qualify.

23 MR. GREIMAN: So does that explain why 1000

24 patients, possible patients costs four million six and 377
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1 cost six million two? Is that --

2 MR. GRUBER: Again, you skew that denominator
3 by virtue of having everyone who applied and then divide

4 that against the total amount of charity care. If you

5 reduce i1t to those who received the care, you have a much
6 more accurate mathematical calculation.

7 MR. GREIMAN: Okay. Thank you.

8 CHAIRMAN GALASSIE: Other questions by Board
9 members?

10 MS. OLSON: I have just a couple of guestions.
11 I wondered if you could respond to the gentleman who said
12 that he does not believe that your time line is reasonable

13 or feasible.

14 CHAIRMAN GALASSIE: Construction time line?
15 MR. SEWELL: Yeah.

16 MR. KNIERY: If I could make a comment first,
17 I believe Rich can elaborate on it, but your process does
18 allow for -- 1If we do see that we are running into

19 problems, to come back before this Board to address those.
20 But, Rich, do you want to comment on the time
21 line?

22 MR. GRUBER: At the same time, we put together
23 a time line that calls for a completion of the project 30

24 months down the road, post your approval. We"re confident
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1 that we will be able to get through all of the necessary

2 local and state regulatory approvals as it relates to

3 planning and zoning. We have the planning in place, 1

4 believe. We have an excellent relationship with the

5 communities, and we"re confident we can address that iIn

6 less than the 12 months that was suggested by the

7 construction manager person. And, frankly, we are known to
8 be very aggressive In our construction time lines, and we

9 do that for a whole host of reasons, but the most important
10 reason of all is we recognize that there is a grave need

11 for additional access to quality healthcare services and

12 the sooner we can become operational, the sooner we can

13 address that need. We"re confident, ma“am, that we can

14 meet that construction time line.

15 MS. OLSON: Thank you. |1 think 1 heard you

16 say that it"s your belief that healthcare reform will

17 increase inpatient utilization?

18 MR. GRUBER: It is. It is my belief that

19 healthcare reform will ultimately increase inpatient
20 utilization, and in a broad sense, the formula works like
21 this: |If you add approximately 32 million individuals to
22 the iInsured ranks, those 32 million individuals now will
23 have, with the insurance benefit available to them, greater

24 opportunity to receive care within the inpatient setting or
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1 even an outpatient setting. Consequently, when you add

2  that additional number of persons into the mix, you will

3 see a greater number of Inpatient admissions occur across

4  the board.

5 MS. OLSON: Just one other quick question.

6 You alluded to the physician shortage. Do you not have any
7 concerns that the building of a new hospital in the area

8 will further dilute already the existing -- | mean, you

9 can"t just fabricate 45 doctors out of the air. Is there a
10 concern?

11 MR. GRUBER: Our expertise, quite honestly, as
12 a health system lies in our ability to work with physicians
13 and recruit and retain physicians. We employ many

14 physicians, nearly 400 physicians, across the System, and
15 we employ them very successfully as a W-2 partner. We

16 successfully built that particular network of physicians,
17 and what it does is two things, in particular. One, it

18 creates an environment where there®s absolutely seamless

19 ability for our physicians, whether it be entry point
20 physicians, M.D."s, 1.M."s, to work very closely with our
21 specialists and provide the care that is needed in a
22 continuity of care setting that ensures our docs, our
23 hospitals, our managed care programs are in line.

24 The second thing, though, it does is, because
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1 of the exceptionally sound relationships that we have in

2  the process of making our physicians W-2 partners,

3 physicians tend to talk, and as new physicians are coming
4 into the area, they want to align with physicians that,

5 frankly, they are happy -- that are happy physicians, and
6 our system has proven to be one of those that has been

7 successful iIn that point of integration, and the levels of
8 satisfaction of our physicians i1s exceptionally high.

9 MS. OLSON: Thank you.

10 MR. GRUBER: And, by the way, I do want to
11 comment that it is an open medical staff, as well. So,
12 you"ll have both Mercy physicians and other physicians

13 within the area. |If they want to apply for hospital

14 privileges, we"ll certainly consider them and hopefully

15 admit as many as possible.

16 CHAIRMAN GALASSIE: Thank you.
17 Mr. Sewell?
18 MR. SEWELL: Yes. You have a small obstetrics

19 unit at the proposed facility. Do you plan to do

20 deliveries?

21 MR. GRUBER: Yes.

22 MR. SEWELL: Okay. What are you projecting,
23 once you"re operational, as to the volume of annual

24 deliveries?
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1 MR. GRUBER: I can pull that number for you.
2 I don"t have that immediately in front of me.
3 MR. SEWELL: Because i1t"s a 10-bed unit.
4 MR. GRUBER: It is a 10-bed unit.
5 MR. SEWELL: At one time, the American College

6 of Obstetrics and Gynecology had a recommended standard

7 that if you"re going to have a maternity unit, you have a
8 minimum of 500 annual deliveries. Do you see yourself at
9 that volume with a 10-bed unit?

10 MR. GRUBER: As 1 recall off the top of my

11 head -- we"re pulling the application as we speak. We did
12 projections that do demonstrate that we will be, within a
13 reasonable time frame, meeting the minimum standards for
14 deliveries within the area. But give us a moment. We can
15 pull that number. We have successfully operated smaller
16 maternity operations in our critical access hospital in

17 Lake Geneva, Walworth, and operated quite successfully

18 there. But let me get the projection so | can address your
19 question specifically.

20 CHAIRMAN GALASSIE: We"ll take another

21 question while the gentlemen are looking for the response
22  to that.

23 MR. GRUBER: 1 have the response, if you"re

24 ready. On page 106 of the application, labor, delivery,
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1 recovery, we"re proposing to meet the State standard
2 minimum -- the State standard minimum is 400 births per
3 year, and we have met that standard. We"ll have -- we are

4 proposing 810 births. So, we®ve more than met the

5 standards set up by the State and more than meet, by the

6 way, that 500 number. It does reflect the shorter length

7 of stay that exists today than what existed several years

8 ago.

9 MR. CONSTANTINO: Mr. Sewell, they"re required
10 to document they"ll meet the 60 percent target occupancy,

11 and they did that.

12 CHAIRMAN GALASSIE: Thanks, Michael.
13 MR. GRUBER: Thank you, Mike.
14 CHAIRMAN GALASSIE: We are going to take a

15 one-minute stretch.

16 (Recess)

17 CHAIRMAN GALASSIE: Thank you very much. We
18 appreciate your indulgence. Our reporter needed a stretch.
19 It"s understandable.

20 I"m going to bring it back to additional

21 questions from members of the Board for these folks. We
22 have one member of the Board who stepped out and will be
23 back very quickly. Any other questions?

24 MR. CARVALHO: There®s both generic and
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1 specific deja vu for me on this, because a few years back,

2 you did have quite a few new hospital applications before

3 you, and many of the same issues persist; in particular,

4 the analysis of what is need. | think it"s important for

5 the Board to recall that there is no paramount standard for
6 need. One of the speakers said that your rules are iIn

7 conflict with each other and they are competing with each

8 other. They are not. There are multiple perspectives on

9 need, and none of them is paramount, and, in particular,

10 the ratio of beds per population isn"t even one of the

11 criteria. But, oddly enough, that is one that keeps coming
12 up in these applications, | guess in those applications.

13 MR. GRUBER: Mr. Chair, I"m prepared to answer

14 a question when you have a question.

15 MR. CARVALHO: No, I don"t have a question.
16 MR. GRUBER: You don"t have a question?
17 CHAIRMAN GALASSIE: Mr. Carvalho is making a

18 statement.

19 MR. CARVALHO: I"m here as an ex-officio

20 representative for the Department of Public Health to offer
21 perspectives on health policy. That"s what | do. Okay?

22 So, bear with me, because that"s what | do.

23 I do have a question that -- well, let me just

24 first offer the two perspectives on health policy. The --
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1 you have several criterias on need. One of them is the

2 inventory, as has been mentioned, but it is not your

3 procedure nor your practice to treat the inventory as

4 something where, bingo-bango, an application is turned down
5 or accepted. You have other criteria relating to

6 utilization of hospitals in the area and, as Mike indicated
7 in the State Agency Report, by those two measures these

8 projects fail. But, again, you look at all of them

9 together. However, we know that inventory is somewhat

10 artificially constructed. We know that the projections are
11 off. They were antiquated in 2005. They projected

12 population in 2010 that, in fact, hasn®"t been there. But,
13 nonetheless, those are the projections that we continue to
14 use. So, we know that one is off.

15 When there were multiple applications for

16 hospitals many years back, one of the things | and others
17 ended up saying over and over again is that this is a

18 Certificate of Need process, not a certificate of want

19 process. In every instance an application wants the
20 project they bring before us. No one comes and says,
21 "Please stop me before I build this project.” But you
22 aren"t looking at what people across the street need or
23 want, what the people down a few blocks from the site need

24 or want, or people within miles need or want. You"re
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1 looking at what is necessary for the Planning Area and the

2 healthcare system in the Planning Area.

3 It was suggested that some of these rules are
4 designed to protect other hospitals, but 1°d say they"re

5 not designed to protect them as hospitals for their own

6 sake. They~"re designed to protect the healthcare system,
7 which, of necessity, consists of other hospitals. So,

8 these rules don"t care about the hospitals as competitors
9 or not. They care about whether the hospitals will

10 continue to be viable within the healthcare system and

11 provides the protection.

12 So, one of the roles that I often play is iIn
13 defense of the rules. 1 just played that. The other one
14 is, the reason I1*m on the Board is to provide a policy

15 perspective from Public Health. 1, too, have been involved
16 over the last several years on a lot of thinking about and
17 actions relating to the Affordable Care Act, and 1 think
18 there is a concensus developing that whatever the Supreme
19 Court does or Congress does, the market will drive

20 healthcare in many of the same directions that the

21 Affordable Care Act seeks to; namely, increasing prevention
22 and decreasing hospitalizations and redundancies in the

23 healthcare system. 1 do think, from what 1"ve seen and

24  what 1"ve seen from the Advisory Board and other respected
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1 organizations, there will be a trend of fewer hospital

2 beds, not more.

3 Again, there"s one thing about averages.

4  Maybe 1°ve said it before, but you put one foot in hot

5 water and one foot in cold water and on average you"re

6 comfortable. While on average you may see, especially in
7 the short-term, an increase in hospitalization because of
8 increase in people who are uninsured, you have to ask

9 yourselves where will that occur? Where it will occur is
10 where you have large numbers of uninsured persons who will
11 be covered by the Affordable Care Act. Please recall that
12 the Affordable Care Act will only cover citizens. So,

13 where your uninsured populations are non citizens, the

14  Affordable Care Act is not going to provide increased

15 insurance, and while that may be a tragedy of the way the
16 Act is written, it"s also a reality.

17 Over the years, the Board has had a number of
18 applicants for new green space hospitals in the greater
19 Chicago region. None of them have met the criteria for
20 need, and in every case, the Board has turned down the

21  application, except one. Ilronically, it was here in

22 Bolingbrook, and the occupancy figures for that hospital
23  for the last several years have been 30 percent, 39

24  percent, 44 percent. So, the impact on hospitals in the
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1 region has been negative.

2 CHAIRMAN GALASSIE: We want to stay away from
3 comparing, David.

4 MR. CARVALHO: These aren®t comparing

5 applications, Chairman. These are looking at the data.

6 The data show that your need criteria, when looked at iIn

7 totality, are pretty good at predicting whether something

8 is going to be needed. That"s the only reason | mention

9 it.

10 MR. KNIERY: Can 1 address that?

11 CHAIRMAN GALASSIE: Briefly.

12 MR. KNIERY: I agree, Mr. Carvalho. | many

13 times side with you in defending the rules. Your need has
14 two major components: Use rates, which currently they"re
15 using the three-year average, so it would be 6, 7 and 8

16 from your data. You have up to year 10. Those show -- the
17 three-year rate ending in 9, the three-year rate ending in

18 10 each show a decrease in use rates. | think also you had

19 questioned --

20 CHAIRMAN GALASSIE: I1"m going to stop you at
21 this point. 1°d rather let Mr. Carvalho continue -- he is
22 counsel -- with his recommendations to the Board. Let him

23 finish that.

24 MR. CARVALHO: 1711 call myself done.
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1 CHAIRMAN GALASSIE: Thank you very much.
2 I"m going to ask if there are any other
3 questions on the part of the Board.
4 Did you want to finish that comment or are you
5 comfortable?
6 MR. HAYES: I just had a brief comment. There
7 appears to be a need for a project for hospitals. I™m
8 hoping we can take -- learn from maybe two other hospitals

9 that are recently approved in this area that were built and
10 met the 100-bed standard and not -- 1 think those
11 facilities are needed, but were 100 beds needed, is the
12 question, and we have seen that they haven"t been.
13 MR. GRUBER: And if 1 might, one last comment.
14 In order for you to get the full picture of what this
15 project represents and what it"s all about, I"m not sure
16 how many of you have taken the time to go up to Planning
17 Area A-10 and look at it. What you see down here at the
18 end of the table is a map that depicts the population
19 concentration that exists within McHenry County, Planning
20 Area A-10, and if you look to the southeast corner, the
21 southeast quadrant of that particular map, you"ll see it is
22 nearly black, because that is where the concentration of
23 people reside, is in that part of the county. As some

24 people have characterized it, 160,000 people surrounded by
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1 hospitals that are not easily accessible.

2 And 1 think in concluding, that gives you a
3 better sense of what the community is looking for, what the

4 community really truly needs. The growing area is there.

5 CHAIRMAN GALASSIE: Thank you.

6 Hearing no other questions from Board members,
7 I"m going to propose a motion on Item 10-089, Mercy Crystal
8 Lake hospital. The motion is -- 1 will be asking for the

9 motion to approve Project 10-089 for the establishment of a
10 70-bed acute care hospital in Crystal Lake. Understand, a
11 vote of yes is in support of this project, and a vote of no
12 is In opposition of this project. Can | have a motion,

13 please?

14 MR. SEWELL: So moved.
15 MR. BURDEN: Seconded.
16 CHAIRMAN GALASSIE: Moved by Member Sewell,

17 seconded by Dr. Burden. Roll call, please.

18 MR. ROATE: Dr. Burden?
19 MR. BURDEN: Yes, | have purposely tried to
20 refrain from saying too much, but now is my chance. It"s

21 now two and a half hours. |1 started off in a good mood,
22 and 1 was dealt a little minor blow. 1 felt I was back in
23 grammar school and the principal called me in for being a

24 bad boy. |1 got a lecture of sorts.
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1 I"m going to point out that I"ve been on this

2 Board now for five years, and the guy who appointed me to
3 this Board just got sent to prison for 14 years today. In
4 his office were several lawyers who were patients of mine,
5 who called me up and said, "We need a doctor on this Board;
6 we"ve got a real problem and need somebody who has got

7 business experience.” My medical partner and I had the

8 biggest beer distributor in the area you®ve been talking

9 about. 1°m no longer in it. He bought me out.
10 But for 14 years, 1| had a farm on 7924 0Old
11 Valley Road in the heart of Old Valley. 1 certainly know

12 your community out there, maybe better than you do. 1

13 lived there, stayed there, saw the hospitals go up,

14 encouraged facilities to come out to work at Northern

15 I1linois down the street from me where my farm was, and I
16 drive down 47. Now I don"t even recognize it. Huntley has
17 changed dramatically. Now, this is in my own personal

18 background.

19 I1"m 1nundated with data, details. 1 don"t
20 know whether the other Board members feel it, but I™m

21 getting dizzy from listening to, shall we say, opinions
22 that are not really in sync. So, 1"m going to react to
23 what 1 think 1 believe iIn, which is being truthful.

24 Three hospitals that are in front of us in the
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1 last year are now combined, according to Crain®"s, and you

2 can question the voracity of that news organization. |1

3 have several old patients of mine still claiming that they

4 try to tell the truth. 1.3 billion dollars in long-term

5 debt. And I"m well aware of the Institutions that we

6 thought we were supporting in a positive way, Sherman,

7 EImhurst and Silver Cross. I1™"m looking down the line, and

8 1"ve heard comments about what might happen with Obama

9 Care. No one really knows. The Supreme Court is going to

10 tell us what is going to happen, and, indeed, if we do have
11  what is built now, it"s going to be a different landscape,

12 no doubt about it.

13 But right now my attitude is need versus want.
14 We have -- in this Board, 1 have seen numerous attempts to

15 build, and now we"re faced with mergers, major

16 consolidations going on from large medical groups that have
17 anxiety via what"s coming ahead.

18 I am not convinced that the Mercy Hospital

19 plan that you started with back in what was before 1 got on
20 the Board. 1 am impressed with your perseverance. 1™m

21 certainly impressed with the amount of time you put up, the
22 amount of data you present, the amount of detail. |1 lived

23 in the area.

24 I remember going into the Squire down in the
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1 middle -- on the rainy days and taking my five Kkids to get

2 popcorn and a sandwich and go to a movie. So, 1°ve

3 traveled up and down. 1 remember the little nine-hole golf
4 course across the street. 1 know where you®re planning on
5 building this, and I think it"s a pretty dense area. A lot
6 of people in real estate there remain friends of mine.

7 This i1s all personal. Some of it is unfortunate that it"s
8 coming at the end of probably the third session we"ve had

9 with this, and 1"m not convinced, so I*m not going to vote
10 for the Mercy Hospital plan, period.

11 CHAIRMAN GALASSIE: The record will show

12 Dr. Burden a vote of no, in opposition.

13 MR. ROATE: Mr. Eaker?

14 MR. EAKER: 1I1°11 preface my vote by saying

15 that it"s a very difficult and almost impossible job to

16 sift through all of the information that has been brought
17 to our attention, so much of 1t in conflict, so much of it
18 that tends to want to compare apples to oranges. 1°m going
19 to simply say that 1 cannot support your project from the
20 consumer standpoint. |1 applaud the fact that you reduced
21 the size of the hospital to save costs. 1 don"t see where,
22 though, it"s going to really reduce healthcare costs. So |
23 vote no.

24 MR. ROATE: Justice Greiman?
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1 MR. GREIMAN: Well, frankly, 1"m sort of

2 disturbed by the response you gave relating to my question
3 on the reduction of 65 percent reduction in charitable care
4 and the answer -- 1 looked at the table of the other case,
5 and they went from 1,500 to 2,200. So, they increased

6 themselves by about 30, 40 percent where you decreased --

7 increased the cost but decreased the aid, and I"m a little
8 disturbed by your answer. However, sitting on this Board,
9 I1"ve become a Libertarian, sort of, and 1 think you have

10 presented some positions. 1 don"t think the world is going
11 to come to an end if you put $100 million into the commerce
12 of the county and these two programs put almost $400

13 million at a time when we have critical economic problems.

14 So, I"m going to vote aye.

15 MR. ROATE: Mr. Hayes?
16 MR. HAYES: My concerns here is that basically
17 that the -- there does seem to be some competitive

18 advantages here as well as some economic development

19 possibilities here as well. 1 feel that these projects at
20 about $400 million are important to the State of lllinois
21 at this time, and I am willing to vote yes, to be able to
22 put this project into the pipeline and to see how It goes
23 in the future.

24 MR. ROATE: Mr. Hilgenbrink?
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1 MR. HILGENBRINK: 1 don"t believe that you®ve
2 met all of the -- some of the conformance requirements of

3 the review criteria, and 1 haven®t really heard a

4 compelling argument that would persuade me there should be
5 any exceptions or variance, so | vote no.

6 MR. ROATE: Ms. Olson?

7 MS. OLSON: I would first like to say | have

8 read everything that 1°ve gotten my hands on. | spent a

9 lot of time on this. 1 feel as though I"ve done my due

10 diligence. 1 was at the hearing in Crystal Lake. I1"ve

11 listened. The one thing that I think 1 found most

12 interesting was last Friday afternoon, when 1 picked up the
13 Circuit Court of the 19th Judicial District, McHenry County
14 ruling from prior applications, and because of that ruling

15 and because 1"m concerned for the other area hospitals that

16 are below utilization, | have to vote no.

17 MR. ROATE: Mr. Sewell?

18 MR. SEWELL: 1 vote no. I don"t think the
19 project is needed. 1°m concerned about the performance

20 requirement on the size, and | would take issue with the
21 lecture we received and the -- a little bit of the

22 testimony of Mr. Stein. In the 80"s, I was CEO of a local
23 health planning organization in Illinois for HSA VIIl, and

24 we made recommendations to this Board, the predecessors to

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002179



OPEN SESSION 12/7/2011

Page 112
1 this Board. This Board makes findings. My board of my

2 local group, many times when they recommended no and the

3 State said yes, they pursued judicial review, and when they
4 did, time after time the ruling by the judge was that the

5 State may not violate a clear, unambiguous rule. Now, some
6 of the things Mr. Carvalho mentioned add to ambiguity, such
7 as the data of the need formula and those kinds of things.
8 But there can be a single, clear, unambiguous rule that

9 causes you to have a finding one way or the other. So I

10 just wanted to put that out there, because it happened over
11 and over again. 1It"s iIn the record of the Cook County

12 Circuit Courts.

13 MR. ROATE: Chairman GALASSIE?
14 CHAIRMAN GALASSIE: The Chairman is voting no,
15 and for reasons -- rather than being redundant, 1 will say

16 this: 1 think at another point in time in another

17 location, this application could make great sense. | don"t
18 think at this point in time it meets the issues that I

19 found, nor the community®"s desire. As a result of that,

20 again I will be voting no.

21 MR. ROATE: That"s six votes in the negative,
22 two votes in the positive.

23 CHAIRMAN GALASSIE: Motion fails.

24 MR. GRUBER: Thank you very much for your
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1 time.
2 CHAIRMAN GALASSIE: Thank you. Good luck to
3 you.
4 We are going to recess for lunch. One can

5 never predict the length of the meetings. We apologize to
6 all, especially Board members. We will attempt to be back
7 here at 2:30.

8 (lunch recess)

9 CHAIRMAN GALASSIE: Good afternoon. Thank

10 you very much. We will bring this meeting back to order

11 from a luncheon recess. Again, for those standing around,
12 there are some empty seats up front in different areas, if
13 you"d like to find them.

14 Again, out of respect to everyone here, we try
15 to manage this process as well as we can and certainly for
16 proper transparency purposes. We were under the impression
17 when we broke for lunch that we had about 16 requests to

18 speak. It turns out that there were additional requests to
19 speak, totaling now of about 30. So we had to make a
20 decision of which way to go, and the way we are going is we
21 are going to allow for and against to speak. We are going
22 to limit you to one minute. One minute is not a long time,
23 so let me counsel you up front. For those of you who have

24 got your three-page prepared statements, while you"re
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1 sitting there, go through your statements and see what it

2 is you want to say to the Board. We don"t need three pages
3 of demographics, and 1 say that respectfully. We"re hoping
4 to hear what 1s new. We are hoping to hear who you are and
5 what i1s your feeling on this project and why.

6 Again, when we give you timing, we will try to
7 do it respectfully. 1 do apologize if we"re cutting you

8 off. The alternative is not allowing other people to

9 speak, so we felt this was a reasonable approach to

10 maintain transparency to this application.

11 We will move forward at this point in time.

12 We will first start with public comment before we bring the
13 applicants to the table. We will call off about four

14 names, and we would ask that you cue up. The microphones
15 are at the table. If I mispronounce names, | apologize up
16 front, and when you do come to the table and you begin to
17 speak, if you would simply spell your name for our

18 recorder, please. There is no need to swear you in,

19 because 1t"s a public comment.
20 That having been said, we will start with
21 opposition to the No. 10-090, Centegra Hospital Huntley, to
22 establish 128-bed acute care hospital.
23 (Upcoming speakers identified.)

24 CHAIRMAN GALASSIE: Mr. Brodine.
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1 MR. BRODINE: Good afternoon, Mr. Chairman.

2 Thank you for this opportunity. Warren Brodine, CEO of

3 Chicago Family Health Center, which operates five FQHC

4 sites in the south side of Chicago. We take care of about
5 27,000 patients. Most are on Medicaid. 39 percent are

6 uninsured.

7 We work with Advocate Trinity and the whole

8 Advocate System to care for these patients, and what would
9 it mean for us if the Advocate System had to cut back on
10 its care? It"s our very life blood and survival. We

11  deliver more than 800 babies a year on the south side of
12  Chicago, the only reasonable L&D facility serving that

13  community.

14 Why is this story important to McHenry County
15 application? Advocate loses money every year providing

16  this care on the south side.

17 MR. MORADO: Thirty seconds.

18 MR. BRODINE: And they rely on the entire

19 network that they operate in order to subsidize that care.
20 I notice Centegra had an issue with Trinity
21  testifying against this proposal. They said that, quote,
22 "Advocate specifically contends it uses revenue from

23 McHenry County to subsidize two of its hospitals in

24  Chicago, and this is an absurd interpretation of the
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1 Planning Act."” The absurdity is to think that healthcare

2 stops at a county line. Healthcare runs state-wide, and

3 it"s your job to ensure healthcare is available to all of

4 Il11inois.

5 Please disapprove the application. Thank you,
6 Mr. Chairman.

7 CHAIRMAN GALASSIE: Thank you. We appreciate
8 your comments. Thank you, Mr. Brodine.

9 Mr. Trent Gordon.

10 MR. GORDON: Good afternoon. My name is Trent
11 Gordon. I™"m the Director of Strategy at Good Shepherd

12 Hospital.

13 Behind me you see three graphs. This first

14 graph from Claritas shows the annual rate of population

15 growth in McHenry County from 2000 to 2010. As you can

16 see, the rate drops significantly and, in fact, the graph
17 shows a decline in the actual population of the county from
18 2010 to 2011, which is supported by the submitted analysis
19 of noted demographer and health planner Jules Cohen
20 (phonetic).
21 Inpatient utilization has also been on
22 decline, and this graph shows the decline of the three
23 McHenry County hospitals. The newly-calculated bed need is

24 still based on old rates, as was mentioned later --
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1 earlier. |If the 2010 use rates were used, far fewer beds

2 would be required, and these downward trends are consistent
3 with expert forecasts. The graph presented to IHA, based

4  on the research of health actuarial firms, show that

5 inpatient utilization rates would decline over the next

6 decade by at least 20 percent, and these changes are due to
7 a fundamental change in healthcare delivery.

8 In conclusion, given all of the forecast

9 declines in inpatient use rates, volumes, and population, |
10 ask you, does it make sense to add beds in an area with 347
11  available beds?

12 Thank you.

13 CHAIRMAN GALASSIE: Thank you, Mr. Gordon.

14  Appreciate your comments and your staff"s excellent

15 assistance holding up the boards.

16 (Laughter)
17 CHAIRMAN GALASSIE: Ms. Eileen Steiner.
18 MS. STEINER: Hi. 1I1"m Eileen Steiner. 1I™m

19 the Planning Manager of Good Shepherd.

20 You"ve heard about the population and

21 utilization inputs to the bed need, and 1*d now like to

22 talk a little bit about another input for medical/surgical
23 bed need, which is the recapture of out-migration. Most of

24 the State®s calculated bed need for McHenry County is to
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1 recapture patients leaving the Planning Area. An

2 out-migration adjustment makes sense when patients must

3 leave the Planning Area due to a lack of availability beds.
4 But this isn"t the case in McHenry County. As you“ve

5 heard, there are plenty of available beds in the county.

6 MR. MORADO: Thirty seconds.

7 MS. STEINER: Many travel one mile across the
8 border to Good Shepherd, and, in fact, many residents in

9 the Planning Area live closer to Good Shepherd than to the
10 Centegra Huntley site. Adding 75 beds to the bed-need

11 calculation for out-migration will simply duplicate the

12 beds being used outside of the Planning Area.

13 Out-migration is not bad when it"s due to patient choice,
14  which is the case iIn McHenry County. In fact, applicant™s
15 own volume forecast is dependent on patients out-migrating
16  from Kane and Lake Counties.

17 Most importantly, without the adjustment for
18 out-migration, the bed need would be 75 beds fewer. To

19 summarize, prudent planning suggestions that out-migration
20 adjustment should be applied when residents have to leave
21  the area due to lack of available beds. Since this is not
22 the case in McHenry, the medical/surgical bed need of 114
23 is well overstated.

24 MR. MORADO: Please conclude your comments.
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1 MS. STEINER: You"ve heard the bed need is

2 overstated due to out-migration and high, outdated

3 population growth rates and utilization rates. So, for

4 these reasons, 1 suggest that these observations may help

5 you reconcile the bed need based on the State forecast, iIn
6 comparison with the actual 347 beds that are available iIn

7 the area.

8 Thank you.
9 CHAIRMAN GALASSIE: Thank you, Ms. Steiner.
10 Again, we know we"re rushing, folks. We

11 appreciate your cooperation with this as well.

12 Mr. Richard Gruber.

13 MR. GRUBER: Thank you, Mr. Chairman and

14 Members. While speed talking is not my forte, 171l try and
15 go as quickly as 1 possibly can.

16 Whille we disagree with the Board"s conclusion
17 of the Mercy project, nonetheless the same standards and

18 logic you used in denying the Mercy project should apply

19 equally to the Centegra project. Accordingly, for the same
20 reasons you denied the Mercy application, you should also
21 deny the Centegra application.

22 Additionally, we first note that Centegra

23 submitted no new information to justify overturning the

24 Board®"s Intent to Deny. Normally at this stage in your
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1 review, the Board should be focusing on what further

2 evidence an applicant has put forward since the original

3 Intent to Deny action, to justify approval of the

4 application as being considered.

5 Second, the central argument made by Centegra
6 to justify approval of this project, the new hospital, has
7 been the population is growing so fast that there will soon
8 be a need for additional beds iIn McHenry County.

9 MR. MORADO: Thirty seconds.

10 MR. GRUBER: At the same time, Centegra has
11 argued that Mercy"s Crystal Lake hospital proposal, which
12 you just denied on the basis that there are no need for

13 additional beds in McHenry County -- 1 just don"t think

14 that you can have that both ways, and that"s what 1 would
15 contend.

16 Finally, Centegra has provided extensive

17 public hearing testimony that the Mercy Crystal Lake

18 hospital project would have a catastrophic impact, to use
19 their words, on its own hospitals. Centegra®s officers
20 testified at length at the October 7th Mercy public hearing
21 about the devastating impact a new Crystal Lake hospital
22 would have on their facilities, stating that the new
23 hospital is, quote, "only viable at the expense of our

24 existing hospitals,” end quote. Doesn"t that same argument
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1 apply to Centegra Huntley?
2 MR. MORADO: Please conclude.
3 MR. GRUBER: In fact, their application shows

4 a significant number of procedures being diverted from

5 their Centegra facilities iIn order to justify the Huntley
6 proposal. This whole argument, frankly, seems to me to be
7 rather self-serving and certainly disingenuous.

8 Thank you for the opportunity to share some

9 remarks.

10 CHAIRMAN GALASSIE: Thank you, Mr. Gruber.
11 Joe Ourth.
12 MR. OURTH: Yes, 1"m Joe Ourth. I"ve got the

13 privilege of representing Sherman Hospital, St. Alexius,
14 and Advocate Good Shepherd today.

15 One of the things that you"ve been looking at
16 on this is whether there®s a negative impact on the

17  existing hospitals. Judging from the debate that you had
18 in June, 1 think what you"ll appreciate is that you

19 understand there is negative impact. The question that"s
20 difficult for you is to quantify that. How much negative
21 impact is there? Fortunately, your rules provide for a

22 basis for having to decide how much impact there is, and
23 one of those bases is that your rules say that if there is

24  an applicant for a new hospital, they shall provide
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1 physician referral letters. Your rules say that, and it"s

2 information, quite frankly, that you"re entitled to and

3 that you should have. Even if you decide to ignore it, you
4 should at least request and get that information.

5 Whille it"s unusual to be sitting by Rich and

6 agreeing with him on this, Mercy Hospital provided that,

7 and what happened when they did is you saw that Centegra,

8 as well as we, said, "Look at what the negative impact is.”
9 You can quantify it. While we may not agree on that, you
10 can quantify it. 4,000 cases have been taken from existing
11 hospitals. The Centegra application did not provide that.
12 We think that it"s clear that those regulations do require

13 that, and while we acknowledge there may have been an

14 exception for rapid population growth, what we did is after
15 this argument did not get the attention that we think it

16 merited, we had an independent population growth study done
17 that said it does not meet the definition of your rules of
18 rapid population growth. Maybe the population is growing
19 up, but It doesn"t meet that definition, and, consequently,
20 there®s no reason that there shouldn®t be physician

21 referral letters as part of that.

22 MR. MORADO: Please conclude.

23 MR. OURTH: Why does Centegra not want to

24 supply those? 1It"s fairly clear. If they supply those, it
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1 would be very obvious what the outcome would be. Either

2  they would not have enough letters to fill up their

3 hospital, like they say they would, or they could do so

4 only by decimating the volume of existing hospitals. We

5 think that you need that information. You deserve it, and

6 you should require that.

7 Thank you.

8 CHAIRMAN GALASSIE: Thank you, Mr. Ourth.
9 (Upcoming speakers identified)

10 CHAIRMAN GALASSIE: Moving forward, Nancy

11  Griffith.

12 MS. GRIFFITH: Good afternoon. 1°m Nancy

13 Griffith, and 1°ve lived in Sun City Huntley for about six
14 years. Thank you for giving me this opportunity.

15 I personally experienced the quality care at
16  Sherman Hospital this summer when my husband had a

17 pacemaker implanted. We could not have asked for better
18 service. 1 am amazed that some of the residents of Sun
19 City Huntley think it"s an inconvenience to drive to

20  Sherman, but they are willing to drive to Randall Road to
21 save a few pennies in gasoline and groceries.

22 We have four or five convenient care

23 facilities in the area, including --

24 MR. MORADO: Thirty seconds.
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1 MS. GRIFFITH: -- outpatient services at the

2 proposed Centegra hospital site. Do we really need a new
3 small hospital? 1 would not want to use a small hospital
4 when a larger hospital with more expertise i1s just a few
5 minutes further. Since a smaller hospital would not have
6 all services, such as open heart, 1 would not want to go
7 there and then be transferred to another facility. That"s
8 really hard on the patient and the families.

9 MR. MORADO: Please wrap up your comments.
10 MS. GRIFFITH: Why would we senior citizens
11 support a hospital that®s going to create even more empty
12 beds in the area?

13 I hope that the members of the Review Board

14 will once again reject this proposal. Thank you.

15 CHAIRMAN GALASSIE: Thank you, Ms. Griffith.
16 I appreciate your comments.

17 Linda Deering.

18 Can 1 just remind Board members, In case there

19 is any confusion, we"re seeing some of the same faces we
20 saw before today. This Is a new project, thus individuals
21 have a right for public comment.

22 Ms. Deering.

23 MS. DEERING: Thank you. My name is Linda

24 Deering, and I"m the Chief Operating Officer of Sherman
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1 Health.

2 I"m just wondering how many of us had heard of
3 the Village of Huntley prior to this proposal being

4 introduced, and I think i1t"s a germane question, because

5 the population of that community is just 25,000, and we

6 need to pay attention to the fact that there are at least

7 95 other communities in the state of lllinois that don"t

8 have hospitals, and they®"re much larger than the population
9 of Huntley. So, it is not just because we want warrants

10  the need.

11 I also want to point out In the state of

12 I1linois, we spend as much money on healthcare expenses as
13 we do education services, and so | beg us to consider --

14 MR. MORADO: Thirty seconds.

15 MS. DEERING: -- can we really afford to

16 continue spending money on healthcare services which we

17 think are largely duplicative of services already present.
18 Another crucial consideration is that

19 healthcare reform is requiring that we decrease inpatient
20 utilization and increase outpatient utilization. Why is it
21 at this time of decreased utilization across our regional
22 hospitals, we"re looking to add more beds with healthcare
23 reform is urging us to go in the complete opposite

24 direction?
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1 MR. MORADO: Please wrap up are comments.

2 MS. DEERING: In fact, nationally, inpatient

3 hospitals have decreased 15 percent in the last 10 years,

4 I1linois 5 percent, in Elgin 3 percent, and in McHenry down
5 10 percent. Those are facts.

6 Lastly, as 1 stated earlier, Bolingbrook is an
7 example of unnecessary duplication, and I want to point out
8 that their population is three times that of the area we"re
9 talking about today and they couldn®t make their

10 projections. What makes us believe that this one could?

11 Clearly, now is not the time for another hospital in this
12 region. We can always revisit this in the future, if and

13 when there is a need and populations warrant.

14 Thank you.

15 CHAIRMAN GALASSIE: Thank you, Ms. Deering.
16 Karen Lambert.

17 MS. LAMBERT: Good afternoon again. Karen

18 Lambert, President of Advocate Good Shepherd Hospital.

19 I know later this afternoon you"re going to

20 hear from many residents and community members in support
21 of this project. 1°d also like to acknowledge the many

22 residents in the same community who are In opposition about
23 this project and very concerned about the Impact other

24 hospitals. Due to the timing, they"re not going to speak
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1 today, but 1 would like to acknowledge those who are here
2  today.
3 A new hospital project cannot be approved

4  without adverse Impact. You cannot just approve a new
5 hospital and hope it doesn"t have a negative one. In

6 today®s hospital environment, there will be harm, and 1

7  think --

8 MR. MORADO: Thirty seconds.

9 MS. LAMBERT: -- we all know that, despite
10 what you may hear. |If this hospital is approved, one of

11 two things will happen: Centegra will have a struggling,
12 half-empty new hospital; or will fill up and all existing
13 hospitals will struggle with greater lack of resources.

14 And very likely both will occur. There®s not enough need
15 for any other outcome. Creating more but weaker hospitals
16 is not good health planning and not the reason the Board

17  exists.

18 If, as you heard from Linda, there is a surge
19 in Inpatient utilization, Centegra can come back for a CON
20 at that time. |If, however, you decide to approve a new

21 hospital and Centegra®s forecasting is wrong, our area will
22 be left with a $238 million half-empty hospital and several
23 weaker hospitals. The damage is permanent.

24 Chairman GALASSIE, 1 agree with your earlier
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1 comment.
2 MR. MORADO: Please wrap up your comments.
3 MS. LAMBERT: Now isn"t the time.
4 Thank you. 1 hope you vote no on this
5 project.
6 CHAIRMAN GALASSIE: Thanks, Ms. Lambert. And
7 to those members of the community that came along as well
8 and voiced your concern by standing rather than speaking,
9 we appreciate that very much.
10 (Laughter)
11 CHAIRMAN GALASSIE: Mr. Floyd?
12 MR. FLOYD: Good afternoon. My name is Rick
13 Floyd. I™"m President and CEO of Sherman Health in Elgin,
14 and as requested by Chairman GALASSIE, 1711 just drop my
15 prepared remarks and make two points from the heart.
16 The First is, make no mistake that a new
17 hospital in Huntley will have a significant, damaging
18 impact on all the surrounding hospitals, including
19 Centegra®s own Woodstock Hospital. And, secondly -- and
20  this is to the concern that Dr. Burden made earlier --
21 Sherman is proud to have been an independent hospital for
22 123 years, community-governed, community-owned. A new
23 hospital ten miles away from Sherman makes it much more
24 difficult, possibly even impossible, to remain independent
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1 as a result of the damaging impact.
2 That"s all 1 need to say.
3 CHAIRMAN GALASSIE: Thank you, Mr. Floyd.
4 Appreciate your comments.
5 MS. CLANCY: Thank you. Good afternoon. My

6 name is Kelly Clancy with Alexian Brothers Health System.
7 I1"ve seen many projects brought before this
8 Board over the years, and recently quite a few of them have
9 been mergers and acquisitions. 1 heard Dr. Burden say
10 yesterday that this is a frightening time, and it is a
11 frightening time for all of us, for providers and
12 consumers. Everyone who is iIn healthcare planning really
13 needs to strive for physical improvements and long-term
14 strategic plans that emphasize efficiency and quality and
15 avoid duplication. That job is even more difficult right
16 now in the middle of an economic recession and a long-term
17 slowdown in the housing market.
18 MR. MORADO: Thirty seconds.
19 MS. CLANCY: In short, this is no time to
20  borrow hundreds of millions of dollars to build a new
21 hospital in the middle of a well-served region, put
22 existing hospitals at more risk, and reduce all hospitals*
23 ability to serve the rapidly-growing under and uninsured

24 population.
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1 So, in closing, Centegra®s proposed hospital

2  for Huntley is unnecessary and an example of inefficient
3 health planning. 1 urge you to not approve this project.
4  Thank you.

5 CHAIRMAN GALASSIE: Thank you Ms. Clancy. |

6 appreciate your comments, all of you.

7 (Upcoming speakers identified.)
8 CHAIRMAN GALASSIE: Mr. Goldberg.
9 MR. GOLDBERG: My name is Ed Goldberg, and I™m

10 President and CEO of St. Alexius Medical Center.

11 In his testimony against Mercy, Centegra®s CFO
12 said, "It"s unacceptable to allow Mercy Crystal Lake

13 hospital to enter the market simply to cannibalize Centegra
14 patients, and that"s exactly what would happen.'

15 Cannibalizing patients simply earn market share. That"s

16 exactly what Centegra Huntley hospital would do to other

17 hospitals in the area.

18 Considering a project that would take

19 thousands of patients every year from St. Alexius, Sherman,
20 Advocate Good Shepherd, Provena, St. Joe would have a

21 devastating effect on our ability to offer safety net and
22 other services in the community. In McHenry County all

23 hospitals are currently under --

24 MR. MORADO: Thirty seconds.
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1 MR. GOLDBERG: -- utilized, according to state

2 standards. National healthcare trends show that there will
3 be fewer inpatient hospital stays in the coming year. In

4  June, the Review Board members voted eight-to-one to reject
5 the Centegra Huntley project. Nothing has changed. Please

6 reject this application for a new hospital by Centegra.

7 Thank you.

8 CHAIRMAN GALASSIE: Thank you, Mr. Goldberg.
9 MR. MULAY: Good afternoon. My name is Mike
10 Mulay. I am the Controller for Sherman Hospital in Elgin.
11 I1"m here to oppose Centegra®s plans for a hospital in

12 Huntley.

13 Centegra Hospital Huntley should also be

14 denied because it would endanger the region®s vital safety
15 net. In addition, Centegra cannot afford this new

16 hospital. If it"s built, it would jeopardize Centegra“s
17 financial viability. Centegra technically met the

18 financial viability criteria per the CON when it provided
19 evidence of an A bond rating from S&P, but that alone does
20 not prove Centegra is fiscally fit. In fact, in August of
21 2011, S&P changed its outlook for Centegra from stable to
22 negative, given S&P"s concern about Centegra®s high debt
23 levels and decreasing operating margins.

24 MR. MORADO: Thirty seconds.
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1 MR. MULAY: We can find more accurate

2 indicators of Centegra®s financial health through the

3 Board®s financial viability ratios. Based upon i1ts 2010

4 audited financial statements, Centegra fails to meet four

5 of these financial viability criteria, and it barely meets

6 the remaining criteria. Centegra would be expected to fall

7 below the Board®"s standards if the proposed hospital is

8  built.

9 For more perspective, let"s consider Morgan
10 Stanley®s recent analysis of several Chicago metropolitan
11 health systems.

12 MR. MORADO: Please conclude your remarks.

13 MR. MULAY: Morgan Stanley found that Centegra
14 ranked among and the least profitable and weakest health
15 systems in the region, based upon operating margins,

16 operating cash flow margin, cash on hand and cash at debt.
17 Based on Centegra®s current relatively weak financial

18 position and proposed debt structure, Centegra®s proposal
19 makes no sense, except in the context of positioning for
20 sale to a larger health system. It also clearly paves the
21 way for the closing of the Woodstock Hospital.

22 I urge the Board to deny the application for
23 the proposed Centegra hospital in Huntley. Thank you for

24  your time.
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1 CHAIRMAN GALASSIE: Thank you, Mr. Mulay.

2 That concludes twelve public statements

3 regarding opposition to the Centegra hospital Huntley

4 issue, and let the record show there was also approximately
5 another 20 people who were here representing themselves in
6 opposition, though they did not speak to the issue.

7 We will now be cueing up individuals who are

8 in support of this application.

9 (Upcoming speakers identified.)
10 CHAIRMAN GALASSIE: Mr. Sass.
11 MR. SASS: 1°d like to thank you for the

12 opportunity to speak once again in support of Centegra®s
13 request to build a new hospital in Huntley. [1™"m Chuck

14 Sass, the Mayor of Huntley.

15 As | sit here today, six months later, that
16 need has not changed. | believe Centegra has worked very
17 hard to address the concerns you have expressed at your

18 last meeting. Huntley has continued to grow, as has local
19 support for the hospital. 1[1"ve heard from area residents
20 and businesses who are excited about the plans. Our

21 community needs improved access to healthcare and, Centegra
22 has the right location and vision to provide this to

23 Huntley and the surrounding region. We stand strongly

24 behind the proposal for Centegra Hospital Huntley.
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1 MR. MORADO: Thirty seconds.

2 MR. SASS: We ask that those who claim a

3 hospital isn"t needed to look around in this room at the

4 supporters —-- if you want to stand up -- who aren®t going
5 to talk, and look at the population of our communities and
6 look at the needs outlined clearly by the State health

7 officials. Now is the right time. Huntley is the right

8 place for a new, full-service, acute care hospital in

9 McHenry County.

10 Thank you.

11 CHAIRMAN GALASSIE: Thank you Mayor. We

12 appreciate your comments.

13 Mr. Gary Kaatz.

14 MR. KAATZ: Thank you, Mr. Chairman, Members
15 of the Board Staff. My name is Gary Kaatz, and 1™m

16 President, CEO of Rockford Health System in Rockford,

17 Illinois. 1°m also the current Chair of the lllinois

18 Hospital Associations Board of Trustees. |1 have served on
19 the IHA Board with Centegra CEO Mike Eesley, and | support
20 Centegra Hospital Huntley.

21 I commend Centegra for its sincere commitment
22 to the people of greater McHenry County and northern Kane
23 County. The process of building a new hospital, as you

24 have seen today, is not necessarily for the faint of heart.

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002202



OPEN SESSION 12/7/2011

Page 135
1 But Centegra®s leaders have moved forward out of their

2 dedication to the communities they serve. Although no one
3 is certain exactly how healthcare reform will affect --

4 MR. MORADO: Thirty seconds.

5 MR. KAATZ: -- Illinois hospitals, we are left
6 to predict the most appropriate ways to prepare for the

7 future. To fully understand the needs of a community, the
8 health system must have deep and far reaching roots.

9 Centegra does more than care for the ill and injured in its
10 region. It is a community partner that seeks to educate

11 and to provide wellness, preventative health services to

12 the people i1t serves. Centegra is the safety net services
13 provider for Planning Area A-10. As an integrated health
14 system, Centegra has developed the complete continuum of

15 services to provide its patients seamless, high quality

16 care.

17 I urge the Board to approve Centegra Hospital

18 Huntley. Thank you very much.

19 CHAIRMAN GALASSIE: Thank you, Mr. Kaatz.

20 Mr. David Johnson.

21 MR. JOHNSON: Thank you. Good afternoon. My
22 name is Dave Johnson. [1"m the Village Manager for the

23 Village of Huntley.

24 Over the course of the last year, 1"ve sat
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1 quietly through the public hearing process, listening to

2 CEO"s and CFO"s, and now 1 can add COO"s, and some of the

3 best hired guns that money can buy speak in derogatory

4 terms about our community. At times 1 found these comments
5 to be insulting, and let me tell you why. Because we are a
6 progressive community that is moving forward with the best
7 planning practices. Huntley is one of only six communities
8 in the state of Illinois that have

9 internationally-accredited both police and fire services,
10 and you"ll hear from fire district representatives later.
11  The other --

12 MR. MORADO: Thirty seconds.

13 MR. JOHNSON: -- communities include

14 Naperville, Highland Park, and Wilmette.

15 During the last decade, Huntley was the fourth
16 fastest growing municipality in the state of Illinois. In
17 this year the US Census Bureau puts us only second to

18 Naperville in the number of new residential permits issued
19 so far in 2011. The State of Illinois has seen i1t fit to
20 invest over $100 million in our community over the course
21 of the last year in significant road projects that you"ve
22 heard about.
23 Centegra is the healthcare provider that has

24 invested millions in our community. We stand strongly and
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1 passionately in support of the Centegra Hospital Huntley

2 project, and | urge you to put the opponent®s financial --
3  to not put the opponent"s financial needs in front of the

4 needs of the under served residents of our community.

5 Thank you.

6 CHAIRMAN GALASSIE: Thank you, Mr. Johnson.
7 Mr. Brining, John Brining.

8 MR. BRINING: Thank you, Mr. Chairman and

9 Board members, for the opportunity to be here today in

10 support of the Centegra hospital proposal. | am the

11 Executive Director of the Construction Industry Service

12  Cooperation, and we represent all of the building and

13 trades in the Chicagoland area, 140,000, and 8,000

14  contractors, many of whom are from McHenry County and from
15  this region.

16 We look at this from a jobs perspective. |
17 know you look at it from a needs perspective. But from a
18 jobs perspective, we see the creation of 800 jobs during
19 the construction process, 1,100 jobs after the project is
20 complete and --

21 MR. MORADO: Thirty seconds.

22 MR. BRINING: -- with 30 percent unemployment
23 in our industry, this is huge.

24 We look at the geography, we look at the
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1 approval of the 90 interchange at 47 and the 90
2 improvements that only adds to why this is a viable
3 project.
4 Centegra is ready to turn on the switch, ready

5 to build, and we"re ready to support those efforts. Thank
6 you.
7 CHAIRMAN GALASSIE: Thank you, Mr. Brining.

8 We appreciate your comments as well.

9 Mr. Gene Furey.
10 MR. FUREY: Good afternoon. Thank you,
11 Mr. Chairman. My name is Gene Furey. 1°m a Trustee in the

12 Village of Lakewood. We are a residential community of

13 1,200 homes and about 3,500 residents, located in the

14 population center of McHenry County.

15 When the initial proposals for the new medical
16 facilities were announced, our board discussed the pros and
17 cons of each at our meeting. We all agreed that the

18 greater benefit to our village and its residents would come
19 from the proposed Centegra site in the Village of Huntley,
20 and passed a unanimous resolution to support that.

21 Huntley, Lake in the Hills, Woodstock, and Crystal Lake

22 share boundaries with our community. We recently annexed
23 the areas adjacent to the intersections of lllinois 47 and

24 176 —-

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002206



OPEN SESSION 12/7/2011

Page 139
1 MR. MORADO: Thirty seconds.

2 MR. FUREY: -- and anticipate a great deal of
3 future commercial and residential development in that area,
4  which will increase our need for hospital services. The

5 Centegra site is planned to be less than two miles from our
6 Village limits.

7 IT¥ 1 may, 1 would like to tell you one aspect
8 that is important to me. Some years ago | served as a

9 firefighter in Newark, New Jersey and learned the value

10 firsthand of emergency medical care. | learned how

11 important the miracle hour is and in dire medical

12 emergencies, life can hinge on a matter of minutes. Our

13 village today has trained firefighters and EMT"s, and many
14 are paramedics. Our ambulance crews are staffed by

15 paramedics and our police officers all carry

16 defibrillators. In the last year, our fire crews have made
17 140 hospital runs, for a small village, and our Police

18 Department was able to save two lives with the use of

19 defibrillators.
20 MR. MORADO: Please conclude.
21 MR. FUREY: We need a hospital within minutes
22 to ensure that the first responses continue as quickly as
23 possible. As much as a hospital is a place for healing and

24 delivering new life, the board believes that public safety
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1 is an important responsibility and strongly recommend you

2 support the Centegra proposal.
3 Thank you.
4 CHAIRMAN GALASSIE: Thank you, Mr. Furey. We

5 appreciate your comments as well.

6 (Upcoming speakers identified.)

7 CHAIRMAN GALASSIE: Good afternoon, folks.

8 MR. GHERAN: Hello. My name is Michael

9 Gheran. [I"m a Junior at Huntley High School, and 1 support

10 Centegra Hospital Huntley.

11 My family is deeply affected by this decision.
12 My adopted brother, Charlie, who is six years old, was born
13 addicted to drugs when his birth mother gave birth to him
14 and DCFS took him into their care. He has 95 percent brain
15 damage, cerebral palsy, a tracheotomy, a feeding tube and
16 is cortically blind. Having a tracheotomy is extremely

17 dangerous. |If something were to go wrong, he only has

18 minutes to live without oxygen. That is his life source.
19 It scares me to death that the nearest hospital to my house
20 is 25 to 30 minutes away. Not many people could hold their
21 breath for 25 minutes.

22 On top of that, my mother has Type 1 diabetes
23 that she has had since her childhood. As a complication

24 for diabetes, she has developed gastroparesis. Basically
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1 the nerves in her stomach don"t work and she can no longer

2 eat. She has a feeding tube, gastric pacemaker, a PICC

3 line, and a ton of medicine.

4 She has gone to the Centegra Hospital

5 Woodstock three to four times a week. 1t"s my job to drive
6 her there, and 1 have --

7 MR. MORADO: Thirty seconds.

8 MR. GHERAN: -- two jobs to support that, and
9 I1"ve had to quit them both to help my family.

10 Please vote yes to Centegra Hospital Huntley
11 and know you are saving lives by doing so.

12 CHAIRMAN GALASSIE: Thank you, Mr. Gheran,
13 and we certainly wish you well with those challenges you
14 have In your home, and your hospital and community should

15 be proud of you representing them here today.

16 Mr. Bernardi.
17 MR. BERNARDI: My name Dr. Pasquale Bernardi.
18 Thank you, Mr. Chairman. 1"m the Vice-President of

19 Physician Services for Centegra Physician Care.

20 In March of this year, | came to McHenry

21 County from Baltimore, where I was the Chief of Pediatrics
22 for John Hopkins Community Physicians. | came because, as
23 an integrated healthcare system with a strong mission to

24 serve its community, Centegra was well positioned to be
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1 successful iIn its efforts to navigate healthcare reform,

2 and I wanted to be part of that. As challenging as

3 healthcare reform is -- and that may be the one statement
4 we all agree upon -- it is going to be a very good thing
5 for our patients.

6 In this new model, healthcare providers are
7 going to be competing against themselves and against

8 national benchmarks to increase wellness and improve

9 quality of care, patient satisfaction, all while using

10  their general resources --

11 MR. MORADO: Thirty seconds.

12 MR. BERNARDI: -- in a more responsible

13 manner. Centegra already offers a full continuum of

14 services. In addition, the incentives for Centegra“s

15 primary care and specialty providers are aligned with

16 Centegra®s values and goals. A simple example of that, we
17 are -- providers®™ compensation is integrating patient

18 satisfaction scores, quality scores.

19 The growth projections tell us that southern
20 McHenry County needs a hospital. Healthcare reform tells
21 us that this hospital must be integrated in a system that
22 is community-focused and able to manage all of its patient
23 wellness and healthcare needs. This describe Centegra

24  Health System.
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1 Thank you.

2 CHAIRMAN GALASSIE: Thank you, Doctor.

3 Appreciate your comments.

4 Mr. Chuck Ruth.

5 MR. RUTH: My name is Chuck Ruth. My

6 grandkids are the sixth generation of our family that are
7 proud to call Huntley home.

8 In the early 50"s, a group of local farmers

9 and Huntley businessmen pooled their money to build a small
10 medical building for the sole purpose of luring a doctor to
11 town. Today we join together to support a full-service

12 hospital and hopefully make Centegra Huntley a reality.

13 Centegra has long been a strong support of healthcare in
14 the greater Huntley community. We need a full-service

15 facility in Huntley.

16 I remind you of the current travel times to
17 other facilities. It only seems logical that the Board

18 would support a hospital that is needed and welcomed by a
19 community, especially one that is home to the largest
20 senior living community in the state of Illinois. Huntley
21 Centegra would be governed by local community members --
22 MR. MORADO: Thirty seconds.
23 MR. RUTH: -- an executive team that lives

24 nearby. To me this is of utmost importance.
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1 Huntley needs, Huntley wants, Huntley deserves
2 Centegra. | strongly urge this Board to vote yes.
3 CHAIRMAN GALASSIE: Thank you, Mr. Ruth.
4  Appreciate those comments.
5 Dr. Goldrath.
6 MR. GOLDRATH: My name is Dr. David Goldrath.
7 I1"m an independent urologist on the medical staffs at

8 Centegra Health System, Advocate Good Shepherd Hospital,

9 and Sherman Hospital. 1 have many patients in the area

10 that would be served by Centegra Hospital Huntley, and 1

11 fully support this project. | work closely with Centegra
12 Health System on many projects, most recently developing a
13 robotic surgery program, and | appreciated the support of
14 my ideas and willingness to work with my practice.

15 Centegra®s leaders approached this new program
16 with the goal of answering one question: How can we best
17 meet the needs of our patients and the community?

18 MR. MORADO: Thirty seconds.

19 MR. GOLDRATH: They"ve been passionate about
20 developing a state-of-the-art service so that patients have
21 access to the latest surgeries close to their homes. [1"ve
22 always found Centegra Health System to be approachable,
23 easy to work with, and honest. While being Fiscally

24 responsible, the primary agenda has always been what"s best
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1 for the patients in the communities they serve. Centegra“s

2 team is also dedicated to continuous improvements so the

3 community has access to not just a hospital but a hospital
4  that"s unmatched in commitment to excellence.

5 Because of my experience working with

6 Centegra, 1 fully support its proposal to build a new

7 hospital to care for my patients in southern McHenry County
8 and northern Kane County. |1 recommend you approve this

9 hospital today.

10 CHAIRMAN GALASSIE: Thank you, Dr. Goldrath.

11 Appreciate that.

12 Mr. Ryan Farrell.
13 MR. FARRELL: Thank you. My name is Ryan
14 Farrell. 1"m a resident of the Village of Lakewood. 1I'm

15 here today as a concerned citizen, but I think a little

16 background would be helpful to explain my perspective.

17 I"'m a lifelong resident of McHenry County;

18 also work in Crystal Lake as a partner in a law firm,

19 employing over 40 people. I"m an active member of the

20 community. 1 serve as Chairman of the Crystal Lake Chamber
21 of Commerce; I"m on the School Board for Crystal Lake; and
22 I"'m a Trustee for Leadership Greater McHenry County, an

23 organization spearheaded by Centegra.

24 Everywhere 1 go, | see Centegra®s footprint.
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1 Their support of the community has been instrumental --
2 MR. MORADO: Thirty seconds.
3 MR. FARRELL: -- 1n making McHenry County what

4 it Is today. Centegra participated in over 500 events in
5 the last year, as people won awards throughout the county,
6 and has encouraged a culture of leadership.

7 My wife and I are raising two healthy sons in
8 the Village of Lakewood, but I understand we can®t take

9 that for granted. Growing up in the southern end of

10 Crystal Lake, my sister suffered from chronic renal

11 failure. Two times that 1 can vividly remember she was

12 rushed to the hospital, once for peritonitis and once for
13 heart failure, and the doctors told her that if she was

14 there minutes later, she would not have survived. Minutes
15 matter in healthcare, and 1 don"t believe that we have

16 those minutes with the congestion in Crystal Lake anymore.
17 MR. MORADO: Please conclude your comments.
18 MR. FARRELL: 1 urge you to support this

19 program.
20 CHAIRMAN GALASSIE: Thank you, Mr. Farrell.

21 We appreciate your comments and your community support.

22 (Upcoming speakers identified.)
23 CHAIRMAN GALASSIE: Welcome, Dr. Gerolimatos.
24 MR. GEROLIMATOS: Hello. Thank you for
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1 listening to me. | am Dr. Spiridon Gerolimatos. 1"m the

2 Medical Director of Medical Imaging at Centegra, and I"m a
3 very biased person. 1 am strongly biased towards this

4 hospital, but I am biased in many things. |1 am biased

5 towards the state of Illinois that received me when 1 came
6 from my mother land. | am heavily biased towards the

7 University of 1llinois that gave me a degree in biology and
8 chemistry. 1 am biased to being favored by the University
9 of 1llinois that gave me a degree in medicine and

10 Presbyterian St. Luke®"s that gave me a degree in radiology.
11 MR. MORADO: Thirty seconds.

12 MR. GEROLIMATOS: My bias towards supporting
13 Centegra is from my practice of patients, due to my

14 position, and to the board in the ability to take a small
15 hospital and develop it through the years to a very

16 comprehensive, quality examination with leadership, courage
17 and direction. 1 have already been present -- I am

18 physically present in this community. We have an imaging
19 center at Huntley with the imaging technology. We have

20 provided a health center for the community, and now we are
21 ready to address their deeper needs. | have personally

22 given a number of lectures at Del Webb.

23 MR. MORADO: Please conclude your comments.

24 MR. GEROLIMATOS: 1 understand the education
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1 and the intellect and the needs of the population, and 1

2  think we are uniquely qualified to deliver them, and

3 Centegra has what i1t takes to make the so-called small

4 hospital grow, as they have done with the other two

5 facilities.

6 Thank you.

7 CHAIRMAN GALASSIE: Thank you, Doctor.

8 Appreciate those comments.

9 Miss Hill.

10 MS. HILL: Hi. My name is Clare Hill. 1 am a
11 community member here in McHenry County, and my family all
12 moved here so we could be a part of a growing community.
13 So, not only me and my brothers and siblings and their

14 spouses, but my parents also.

15 January 21st of this year, my father suffered
16 a heart attack In his home in Algonquin. It was 3.5 miles
17 to the nearest EMT to get to him, get him, take him another
18 9.5 miles to Sherman Hospital. He did not make it. Had
19 there been another hospital closer, the outcome may or may
20 not have been different. We don"t know.

21 MR. MORADO: Thirty seconds.

22 MS. HILL: But we did not just lose a father,
23 we lost a community member who supported his community

24 wholeheartedly, services, businesses. He kept his business
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1 in this county. Not only did they lose but the neighbors

2 lost, too, as we had to quickly get rid of a house that we
3 could no longer keep or afford. When somebody dies

4 unexpectedly when there could be a solution, it costs

5 everybody in the community money.

6 A lot of these beds are empty in hospitals

7 right now because people are out of work and they do not

8 have iInsurance. We do need a closer facility for the

9 people in southern McHenry County.

10 Thank you for hearing me.

11 CHAIRMAN GALASSIE: Thank you for your

12 comments. We certainly are sorry for your loss.

13 Dr. John Burkey.

14 MR. BURKEY: Good afternoon. |I*m John Burkey,
15 and I°m the Superintendent of School District 158 in

16 Huntley. Back in the 1980°s, there was a really good movie
17 called "Back to the Future,'™ and at the end of the movie,
18 the DelLorean rises off the street and goes off into the

19 future and Doc Brown says, '"Roads? Where we"re going we
20 don"t need roads.” And that"s very true today, because as
21 we move into the future, if we"re going to be visionaries,
22 we can"t take roads; we have to design the map. That"s

23 something that we as a school district and Centegra have

24 begun to partner on doing.
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1 We"re starting a medical academy in our high

2 school, which currently has approximately 125 students.

3 MR. MORADO: Thirty seconds.
4 MR. BURKEY: This academy is going to open
5 next fall. It"s going to be a school within a school, and

6 Centegra is a full partner with us in this. Our goal is,

7 we want to provide a work force for the future that will be
8 able to staff all of the medical needs. You know, there®s
9 no greater need in this country or no greater challenges

10 than education and healthcare, and both of those areas take
11 organizations that are leaders, that can map our way to the
12 future, and in Huntley, we are doing that between our

13 school district and Centegra, and together we are going to
14 have a medical academy like nothing in the entire state of
15 I1linois. We will be using "Project: Lead the Way"

16 curriculum, which has already been approved, which is a

17 nationally-rigorous medical curriculum. In the state of

18 Il1linois it is led by the University of Illinois iIn

19 Champaign.

20 MR. MORADO: Please conclude your comments.

21 MR. BURKEY: In closing, 1 would just like to
22 say that between us and the partnership we have in Huntley,
23 we are truly, truly doing something that is going to be a

24 model for the state of lllinois and, | believe, a model for
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1 the entire nation.

2 CHAIRMAN GALASSIE: Thank you, Dr. Burkey. 1
3 suspect Board Members appreciate the reference to ""Back to

4 the Future™ at 3:30, rather than more HSA statistics right

5 now.

6 (Laughter)

7 CHAIRMAN GALASSIE: Ellen Ebann.

8 MS. EBANN: Good afternoon. My name is Ellen

9 Ebann, and 1 am a Board member of the Family Health

10 Partnership Clinic in Woodstock and McHenry. Our clinic™s
11 mission is to provide healthcare for the uninsured and the
12 under insured of the area. We do not receilve State or

13 Federal dollars for our work, and we are dependent on our
14 community to help us provide primary care that is so

15 critical to the health of our area.

16 MR. MORADO: Thirty seconds.

17 MS. EBANN: Because we do not -- because we
18 are not government-funded we must partnership with other
19 people in our community. One of our strongest partners is
20 Centegra Health System. They have been leaders in
21 demonstrating their commitment to the community. They"ve
22 always made a very strong effort to incorporate the
23 clinic"s well-being into their community mission. 1 could

24 go on and on.
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1 We are pleased with Centegra®s plan to bring

2 high quality healthcare to the southern portion of McHenry
3 County. This attention to need over profit has been

4 consistently demonstrated by Centegra through their

5 involvement with our clinic, as well as the many other

6 activities they foster, which are not profit-centered but
7 instead address community concerns. This is the true

8 definition of community-centered healthcare, and we are

9 proud to support Centegra iIn its effort to deliver that.
10 MR. MORADO: Please conclude your comments.
11 MS. EBANN: Please approve Centegra Hospital

12 Huntley. Thank you.

13 CHAIRMAN GALASSIE: Thank you, Ms. Ebann.
14 And 1 believe we have Chief Jim Saletta.
15 MR. SALETTA: Good afternoon. My name s Jim

16 Saletta. 1°m Fire Chief of the Huntley Fire Protection

17 District, and 1"m here representing the Fire District.

18 1°d like to state that we are in full support
19 of Centegra Health System®s proposal to build a hospital in
20 Huntley. 1°d like to make a few key points.

21 A lot has been said about travel time.

22 Statistically what 1 can tell you is our current travel

23 time to Woodstock Hospital is 15 minutes and our current

24 travel time to Sherman Hospital is 16 minutes. |If we had a
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1 local hospital we could cut that time in half. We can have

2 a travel time of six minutes or less in most cases, and it

3 will be significant for us.

4 1"d like to talk about turnaround time.
5 MR. MORADO: Thirty seconds.
6 MR. SALETTA: Turnaround time iIs the time that

7 an ambulance is out of service while it"s on a call. If we
8 transport somebody to a hospital and it"s outside of our

9 area, we"re going to be out of service for at least an

10 hour. We could cut that time down to 30 or 40 minutes if
11 we have a local hospital, and that will also be

12 significant. 1t will put our ambulances back in service,
13 ready to service our communities.

14 Last thing 1°d like to talk about is

15 statistics. In 2001, we had 1,291 ambulance calls. In

16 2010, we had 2,731 ambulance calls, a 211 percent increase.
17 Every year we see an increase in the number of ambulance

18 calls, and we will see that same thing happen this year.

19 Of special note is the population that we serve in the Del
20 Webb community. There are over 9,000 senior adults in that
21 community. Five years ago they represented 21 percent of
22 our calls. This year they"re going to represent 40 percent
23 of our calls. As our population grows older, as we all

24 know, we"re going to require more medical attention and
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1 more emergency medical attention. | think that"s
2  justification for a hospital in our area.
3 In summary, Centegra®s proposed hospital in

4 Huntley will provide improved emergency medical services as
5 well as general medical services to the fastest-growing

6 population center in McHenry County and northern Kane

7 County. It will also provide needed medical care to a

8 significant number of higher risk senior adults. 1In a few

9 years, when this possibly goes into service, there will be

10 an even greater need than there is today, and we need this

11 medical facility today.

12 Thank you.

13 CHAIRMAN GALASSIE: Chief, thank you for your
14 comments, and congratulations on your National

15 Certification that your City Manager mentioned. [I™m

16 somewhat familiar with it, and I give you a lot of credit.

17 Thank you, all of you.

18 (Upcoming speakers identified.)

19 CHAIRMAN GALASSIE: Good afternoon, folks.
20 Ms. Rivera, if you"d like to begin.

21 MS. RIVERA: Okay. My name is Maggie Rivera,

22 and I am a resident of Crystal Lake and the National
23 Vice-President of the League of United Latin American

24 Citizens in the Midwest region. LULAC is the oldest and
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1 largest Latino civil rights organization in the United

2 States. Our organization®s main goal is to advance the

3 economic condition, educational attainment, political

4 influence, health, and civil rights of Hispanic Americans.
5 We have more than 800 community-based LULAC councils

6 nationwide. On the local level since our founding in 1968,
7 LULAC has been integrally involved in advocacy with regards
8 to healthcare.

9 The hospitals that became Centegra have been
10 cornerstones in McHenry County for nearly a 100 years.

11 Centegra has demonstrated its investment in the communities
12 it serves by providing quality healthcare to anyone who

13 needs it, without concern of ability to pay.

14 MR. MORADO: Thirty seconds.

15 MS. RIVERA: Centegra also provides key

16 support for a number of residents. Centegra has shown

17 foresight in involving the services in our community access
18 to those services. Its leaders continually access our

19 region®s needs and tailor the healthcare they provide to

20 make sure they stay on the leading edge of healthcare.

21 Centegra is rooted in our community,

22 supportive of local charities, and is the hospitals we

23 trust to provide healthcare services for the people of

24 McHenry County. Over the years, Centegra has been a strong
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1 support --
2 MR. MORADO: Please conclude your comments.
3 MS. RIVERA: -- and advocate for the health
4 and well-being of Latino residents in McHenry County. 1
5 strongly ask you to support and vote yes for Centegra.
6 CHAIRMAN GALASSIE: Thank you, Ms. Rivera.
7 Appreciate your comments.
8 Ms. Wicks.
9 MS. WICKS: Hello. My name is Kim Wicks. My
10 story is not a sad one.
11 I, for the last month or so, have been making
12 cold calls regarding the decision here today. 1°ve been

13 calling my fellow neighbors throughout Algonquin, Lake iIn
14 the Hills, Crystal Lake, and Huntley. 1 wondered how many
15 of these people are going to be rude to me, hang up in my
16 ear versus how many would really be interested. Boy, was |
17 surprised. These people were not rude at all. In fact, of
18 the hundreds of phone calls 1 made, 1 actually only had two
19 people hang up on me. These people were interested. They
20 asked questions, if they didn"t know about the project, and
21 if they did, 1 almost immediately got a "Yes, | want a sign
22 in my yard. We need a hospital in Huntley."

23 MR. MORADO: Thirty seconds.

24 MS. WICKS: 1 left a lot of messages, too.
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1 People even called me back. This community took the time

2 to call back a telemarketer. 1[1"ve never done that. Some
3 of them even came to our office when I told them it was
4 going to be a few days before we could have a volunteer out

5 there to put a sign in their yard. They came and picked

6 them up.
7 Finally, 1 hope that you will listen to the
8 communities of southern McHenry County. 1 have heard and

9 spoke to these residents firsthand, and I am overwhelmed at
10 how many people are in need of a hospital and want one in
11 Huntley. Please say yes to Centegra Huntley.

12 Thank you.
13 CHAIRMAN GALASSIE: Thank you, Ms. Wicks.

14 Appreciate your comments.

15 Marty Smith.

16 MR. SMITH: Good afternoon. 1 am Marty Smith.
17 I"m a Senior Vice-President of Investments for Raymond

18 James, as well as a certified financial planner. 1™m also

19 an Eagle Scout and a Silver Beaver for Boy Scouts and have
20 been an active volunteer for the Boy Scouts for the last 30
21 years. | was born in a Centegra facility and lived in the
22 community my entire life.

23 My (unintelligible) for you today is that of

24 community service. Centegra provides vitality to our
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1 community unlike anything 1°ve ever seen in my entire life.

2 There"s a passion by employees, by the leadership, by the

3 staff that filters through the community. Bottom line —-

4 MR. MORADO: Thirty seconds.

5 MR. SMITH: -- s our communities are far

6 better off because of the vision they have, the core values

7 they have, the leadership of the community involvement they

8 have.
9 Thank you very much.
10 CHAIRMAN GALASSIE: Thank you. We appreciate

11 your comments.

12 Mr. Doug Meyer.

13 MR. MEYER: Thank you, Mr. Chairman and Board
14 Members. Thank you for this opportunity to speak. 1 am
15 Doug Meyer. 1 live in Lake in the Hills. 1711 start by

16 saying that 1 grew up in Crystal Lake, and 1 still have

17 family that lives in the area. 1 have a great affinity in
18 my heart for Crystal Lake, Twin Ponds Golf Course, Silver
19 Nugget Pizza.

20 But I believe that the plan and the proposed
21 site for Centegra Hospital Huntley is by far the best

22 option to serve the area"s needs for healthcare. We have
23 seen explosive growth In the area. There was a period of

24 time when the school district in Huntley was taking in as
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1 many as 1,000 new students each year. At the same time,

2 Del Webb Sun City was being developed and brought in 10,000

3 senior citizens.

4 MR. MORADO: Thirty seconds.
5 MR. MEYER: So, the community came together.
6 It responded by building seven schools, new fire stations,

7 in addition to the improvements and road expansion going
8 on. So, I think if more of you lived or went through the
9 area, you"d see that the need is real and it is justified.
10 For me it"s not a question of whether this iIs needed or

11 not. It is.

12 The community is coming together once again.
13 We had a gathering on the campus where the new hospital

14 would be built to rally for our common cause last week,

15 which is quality, full-service healthcare close to our

16 homes, and by that I mean immediate care, physician

17 facilities, a wellness center and a full-service hospital.
18 I was very excited to be part of this reality. We have
19 some pictures here. Kayla and Angela Felton were there, a
20 bunch of other people.

21 MR. MORADO: Please conclude your comments.
22 MR. MEYER: So, as you make your decision

23 today regarding these proposals, please consider that the

24 need is real, the undeniable fact that the southwestern
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1 McHenry County is where the most recent growth has been and

2 where it will continue to be, and that it is a very large
3 and diverse community, solidly behind Centegra Huntley.

4  Thank you for your consideration.

5 CHAIRMAN GALASSIE: Thank you, Mr. Meyer. We
6 appreciate your comments as well.

7 Mr. Pat Morehead.

8 MR. MOREHEAD: Hi. My name is Pat Morehead,
9 and I am here in support of Centegra Health System®s

10 proposal of Centegra Hospital Huntley. By building

11 Centegra Hospital Huntley, created efficiencies will

12 benefit the people who are served, as well as Centegra, for
13 years to come. Centegra®s success comes from the way the
14 organization is centralized. By operating as a unified
15 system with leadership that oversees all of its entities,
16 Centegra spreads fFixed costs over a large patient

17 population. Adding another hospital to the system will
18 allow it to share costs even more, which will again

19 increase efficiency. In order to create these same
20 efficiencies —-
21 MR. MORADO: Thirty seconds.
22 MR. MOREHEAD: -- many other Illinois health
23 systems are combining to share costs. Centegra Hospital

24 Huntley would do more than meet the healthcare needs of its
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1 patients. It would also help other hospitals carry the

2  financial burden of the Centegra system by providing care
3 to the people of the region. While many 11linois

4 healthcare systems are merging to improve efficiencies,

5 Centegra has to examine i1ts own market. There are still

6 people living in our region who are under served, and that
7 is why southern McHenry County is the right location for a
8 new hospital. Centegra strives to bring high quality

9 healthcare --

10 MR. MORADO: Please conclude your comments.
11 MR. MOREHEAD: -- to our community, and they
12 have done the necessary research in order to execute this
13 project.

14 I ask you to approve Centegra Hospital Huntley
15 and give thousands of community members what they deserve.

16 Thank you.

17 CHAIRMAN GALASSIE: Thank you. We appreciate your
18 comments, ladies and gentlemen. Thank you very much.
19 (Upcoming speakers identified.)

20 CHAIRMAN GALASSIE: Dr. Campagna, if you

21  would like to begin.
22 MR. CAMPAGNA: Dr. Dan Campagna. I"m the
23 Associate Medical Director of the Department of Emergency

24 Medicine for Centegra Hospital McHenry. Been an emergency
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1 medical physician for approximately 15 years and, | joined

2 Centegra Health System in July of 2000. It is my

3 responsibility as an emergency medicine physician to

4 respond to any medical emergency that comes to the

5 Emergency Department. Centegra has provided me with all of
6 the necessary resources to do my job effectively once the
7 patient gets to our doors, but it is the responsibility of
8 the healthcare system to respond to the changing needs of
9 our community at large.

10 Our community in northern Illinois and

11 healthcare in general have dramatically changed over the
12 past 10 years. The population in southern McHenry and

13 northern Kane Counties are booming. Huntley alone, as we
14 have heard many times today, has tripled its population in
15 the last 10 years. Patients are living longer, their care
16 is becoming more complex, and primary care services are

17 vital to --

18 MR. MORADO: Thirty seconds.

19 MR. CAMPAGNA: -- keep up with the demand of
20 our communities as patients are looking for hospitals and
21 emergency departments for their care. Centegra Health
22 System is committed to our community and responding to its
23 needs in a number of ways. We have two comprehensive

24 hospitals with Level 2 trauma care. We have a Flight for
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1 Life program at Centegra Hospital McHenry. In the last 10

2 years we have added cardiac cath and cardiovascular surgery
3 programs, stroke and chest pain center designations,

4 increased our number of staff, redesigned and renovated two
5 Emergency Departments with state-of-the-art technology, and
6 added two immediate care centers iIn the community. But

7 where are we falling short?

8 MR. MORADO: Please conclude your comments.

9 MR. CAMPAGNA: We have a lack of

10 readily-accessible care in southwestern McHenry and

11 northern Kane Counties. In an emergency, time is critical.
12 Huntley rescue takes 15 minutes transport to either

13 Woodstock or Sherman, and it can easily take 30 minutes or
14 more in bad weather, traffic, et cetera.

15 As a major healthcare provider of McHenry

16 County, Centegra Health System is committed to our

17 community. Centegra Hospital Huntley will provide the

18 residents in our relatively under served regions the same
19 access to emergency care that is consistent with emergency

20 care in other areas of our county.

21 Thank you.

22 CHAIRMAN GALASSIE: Thank you, Dr. Campagna.
23 Mr. Francos.

24 MR. FRANCOS: Good afternoon. 1 am Rick
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1 Francos. 1 am a McHenry County resident and local business

2 owner, and | do appreciate the chance to speak to the panel
3 today.

4 As we have seen from the stats, McHenry

5 County"s growth has been tremendous. The growth in

6 southern McHenry County along the 1-90 corridor, including
7 Huntley, has resulted in the need for additional

8 infrastructure and services. We have seen new and expanded
9 roads, new schools, new churches, new fire stations.

10 MR. MORADO: Thirty seconds.

11 MR. FRANCOS: A newly approved 1-90

12 interchange at Route 47 and now the need to serve the

13 residents with a new hospital in Huntley.

14 I1"m here today taking time away from my work
15 to express to you that the time is now to say yes and

16 commit to build a hospital that will serve McHenry County
17 residents for decades to come. Need and now. As a

18 co-founder of a local employer who recognized the need to
19 expand our company®s services to Huntley to serve an
20 ever-growing population, so too has Centegra. They"ve
21 analyzed the areas they serve and recognize the need for
22 improved medical care exists today. The ability to improve
23 service for that need relies on this Board approving the

24 project proposed by Centegra now.
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1 Concluding, not everyone from the local

2 community can be here to express their wishes, but for

3 someone who works and lives in McHenry County, | see the
4  tremendous support the local community has given to

5 Centegra to help in their efforts to expand and improve

6 medical care in our community. So, as a member of that

7 community, | ask you recognize the need and ask you to

8 approve the new Centegra hospital to advance medical care

9 in our community. Thank you.

10 CHAIRMAN GALASSIE: Thank you, Mr. Francos.
11 Mr. Harry Leopold.
12 MR. LEOPOLD: Thank you. My name is Harry

13 Leopold. 1I"m a 9-year Trustee of the Village of Huntley
14 and a 5-year member of the Sun City Community Association
15 Board of Directors. We are an active adult community.

16 I want to add my support as a representative
17 of the over 24,000 Huntley residents and nearly 10,000

18 residents of Huntley (sic) for the approval of Centegra
19 Hospital Huntley. While it was good for a few laughs, 1|
20 object to the stereotype earlier that people of Sun City
21 object to driving to medical -- to get medical service but
22 readily go to save two cents on gas.

23 For these reasons and many reasons --

24 MR. MORADO: Thirty seconds.
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1 MR. LEOPOLD: -- that have already been

2 stated, | want to add my support and urge you to support
3 the Centegra hospital In Huntley.
4 CHAIRMAN GALASSIE: Thank you, Mr. Leopold.

5 We"ll let the record show folks at Sun City are willing to

6 drive.

7 (Laughter)

8 CHAIRMAN GALASSIE: Mr. Timothy O"Grady.

9 MR. O®"GRADY: Thank you, Mr. Chairman, Board

10 Members. My name is Tim O0"Grady, and 1 wanted to share how
11 Centegra Health System changed my life.

12 I was taken to Centegra®s Behavioral Health

13 Department and received care that honestly and truly saved
14 my life. Without the access to the care that 1 received, |
15 don"t think 1°d be standing here today, telling you how

16 important behavioral health services are to McHenry County.
17 The series of events that brought me to Centegra Behavioral
18 need not be discussed In this venue, but the details were
19 pretty frightening.

20 I was diagnosed with Bipolar 1l disorder, a

21 diagnosis which, oddly enough, gave me a great sense of

22 relief, gave me a different perspective on myself, and

23 named my mental illness. That helped me begin a journey of

24 recovery. | have got to tell you that the team at Centegra
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1 took care of me. They made me see life is worth living

2 and, most importantly, they never gave up on me. Through

3 group sessions, activities, counseling, and the ability to
4 talk to other patients, | learned that my battle was not

5 unique to me, there were others like me, and 1 believed a
6 different way of living and recovery were possibilities --
7 MR. MORADO: Thirty seconds.

8 MR. O"GRADY: -- something 1 never conceived
9 prior to receiving care at Centegra. Many, many years |
10 just assumed that severe depression was always going to be

11 a part of my life, but with the coaching from Centegra

12 staff and their assistance in developing a wellness

13 recovery plan for me, I now know there is a solution and a
14 better way of living.

15 I understand how important any hospital is for
16 our communities, but providing mental health service 1is

17 beyond necessary, especially today. Looking around the

18 room, I know many of us know someone who has suffered from
19 or is currently living with a mental illness.

20 MR. MORADO: Please conclude your comments.

21 MR. O"GRADY: Not only genetics play and will
22 continue to play a role in mental health issues, but also
23 factors such as the economy are affecting many lives, as is

24 the recent influx of heroin and other life-affecting drugs
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1 in this county and region. For these kinds of illnesses

2 special care is needed. Our community needs services to

3 help the mentally ill.

4 I ask that you consider the snapshot of my

5 story and how Centegra services of compassion, competency

6 and determination saved my life. Build a hospital that can

7 save a life both physically and mentally. Please approve

8 Centegra®s Hospital Huntley. Thank you.

9 CHAIRMAN GALASSIE: Thank you, Mr. O"Grady.
10 We appreciate your comments and your willingness to share
11 your journey to recovery. | commend you for that.

12 Mr. Terrence Egan.

13 MR. EGAN: Good afternoon. My name is Terry
14 Egan. 1 am President and CEO of Hearthstone Communities.
15 I support Centegra Hospital Huntley because of Centegra®s
16 long-standing involvement in McHenry County.

17 Hearthstone Senior Living Community is a

18 Continuing Care Retirement Community that has been serving
19 the healthcare and residential needs of older adults since
20 1903. Our 200 residents include those living

21 independently, as well as seniors requiring assisted living
22 and skilled nursing care. Centegra has cared for our

23 patients with acute healthcare needs since 1914.

24 MR. MORADO: Thirty seconds.
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1 MR. EGAN: The long-term collaboration between

2 Centegra and Hearthstone continues to this day, not only

3 when our residents need emergency or acute care services,
4 but also when patients from the community are discharged

5 from the hospital and require post-acute care and nursing
6 facilities such as Hearthstone. The proposed Centegra

7 hospital is within Hearthstone®s primary market area.

8 This 1 know. Now is the time for healthcare
9 providers to create services to meet the needs of the

10 dramatically increasing elderly population in our

11 community. Hearthstone Communities fully supports

12 Centegra®s proposal for a new hospital in Huntley.

13 CHAIRMAN GALASSIE: Thank you, Mr. Egan. We
14 appreciate your comments, and all of you as well. Thank
15 you for your time.

16 This concludes the comments in support of this
17 Project No. 10-090. There is -- there are 25 people that
18 spoke in support of the project with a an additional 25 or
19 so standing in silence but noting support in the project.
20 That having been said, prior to calling the
21 applicants to the table, 1 am going to ask for a ten-minute
22 stretch, because we had two glasses of iced tea at lunch
23 rather than one. So we"ll be back here in ten minutes.

24 (Recess)
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1 CHAIRMAN GALASSIE: Thank you very much for

2 that brief break. We appreciate it. We"ll bring it back
3 together here.

4 1°d like to make a comment before we get

5 finished because many times when we"re done, the room

6 immediately breaks up. This Board hears applicants from

7 all over the state and visits all areas over the state, and
8 many items are contentious, as you can appreciate. We just
9 want to compliment the community, because these

10 applications today, while fully independent, have had

11 significant impacts to your community, the strong feelings
12 for and against, which we understand, and I think all of
13 these feelings have been done respectfully and graciously,
14 and | assure you, speaking for the Board, that that is not
15 always the case in our experience. So, we commend the

16 McHenry County, Crystal Lake, Huntley communities for the
17 manner in which it conducted itselves today. Thank you

18 very much.

19 (Applause)
20 CHAIRMAN GALASSIE: Otherwise by now we®d be
21 passing out Advil along the Board. Thank you.
22 We have our applicants at the table. If you
23 will introduce yourselves, spell your names and then we"ll

24 have the recorder swear you all in.
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1 MR. SHEPLEY: Aaron Shepley.
2 MR. EESLEY: Mike Eesley.
3 MS. MILFORD: Susan Milford.
4 MR. SCIARRO: Jason Sciarro.
5 MS. STRENG: Hadley Streng.
6 CHAIRMAN GALASSIE: IT you want to raise your

7 hands, we assume you®"ll be speaking for the organization.

8 They need to stand up and identify themselves.

9 MR. PIEKARZ: Lee Piekarz.

10 MR. ROSENBERGER: Robert Rosenberger.

11 MR. MURPHY: Neal Murphy.

12 MR. BERNARDI: Pasquale Bernardi.

13 MS. JOHNSON: Barb Johnson.

14 MR. LAWLER: Dan Lawler.

15 (Oath given)

16 CHAIRMAN GALASSIE: I think we might want to

17 make a note to consider a sliding fee based on the number

18 of people sworn.

19 (Laughter)
20 CHAIRMAN GALASSIE: We have two --
21 MR. CONSTANTINO: Two comments on the State

22 Agency Report.
23 CHAIRMAN GALASSIE: Two comments that have

24 been passed out to folks.
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1 MR. CONSTANTINO: These were e-mailed to the
2 Board members last week. 1 believe they"re relevant and
3 should be approved and included in the project file.
4 The first -- ltem 4 dealt with our failure to

5 put the opposition comments In the State Agency Report. We
6 try to give the Board members a sample of opposition

7 comments in our State Agency Report. We don"t get every

8 one In that, especially on projects of this size and scope.
9 The second comment that the letter made was

10 regarding our bed inventory, and we"re required by your

11 rules to use the approved bed inventory that was approved
12 by you in October 2011, and that"s what we used for both

13 this, the Centegra report, and the Mercy applications.

14 That"s what we"re required to use, nothing else.

15 CHAIRMAN GALASSIE: And you"re recommending
16 both be included into the record?

17 MR. CONSTANTINO: Yes. Then there®"s Item 5,
18 which 1"ve also handed out. Again, this was also e-mailed
19 to you last week. They requested my analysis of the

20 service access issue. | believe the rule should be read as
21  access is the result of -- access is not an issue unless

22 all of the facilities are at target occupancy, and that"s
23 the way 1°ve done this report and the Mercy application,

24 and that"s the way 1 considered it.
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1 We ask four things regarding need for a

2 project. Is there a calculated bed need? And in this area
3 there i1s, there"s a calculated bed need of 178 beds. Will
4 the project serve the residents of the Planning Area? And
5 for this application, the applicants have stated that the

6 number of patients from this Planning Area will be about 60
7 percent; 40 percent will be outside this Planning Area.

8 That i1s what they have given us. |Is there a demand for the
9 project? And this goes to the question of referral

10 letters. |In this case, they relied upon our calculated

11 demand formula. That was approved at your meeting at the
12 October 2011 Board meeting. And then will the proposed

13 project Improve service access in the -- within 45 minutes
14 of the proposed project?

15 CHAIRMAN GALASSIE: So having heard those

16 three Staff recommendations, is there a motion to accept

17 these three items and include them in the record?

18 MR. EAKER: So moved.
19 MR. SEWELL: Seconded.
20 CHAIRMAN GALASSIE: Accept them in the record

21 and then proceed, two items. Motion and --
22 MR. ROATE: Motion made by Mr. Eaker and
23 seconded by Mr. Sewell.

24 Dr. Burden?
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1 MR. BURDEN: Yes.

2 MR. ROATE: Mr. Eaker?

3 MR. EAKER: Yes.

4 MR. ROATE: Mr. Greiman?

5 MR. GREIMAN: Yes.

6 MR. ROATE: Mr. Hayes?

7 MR. HAYES: Yes.

8 MR. ROATE: Mr. Hilgenbrink?

9 MR. HILGENBRINK: Yes.

10 MR. ROATE: Ms. Olson?

11 MS. OLSON: Yes.

12 MR. ROATE: Mr. Sewell?

13 MR. SEWELL: Yes.

14 MR. ROATE: Chairman GALASSIE?

15 CHAIRMAN GALASSIE: Yes.

16 MR. ROATE: That"s eight votes in the

17  affirmative.

18 CHAIRMAN GALASSIE: Motion passes. Thank you
19 very much.
20 We will move directly to Staff report for ltem
21 10-090, Centegra Hospital Huntley.
22 MR. CONSTANTINO: Thank you Mr. Chailrman.
23 The applicants, Centegra Health System, are
24 proposing to establish a 128-bed acute care hospital in
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1 Huntley, 1llinois. The total cost of the project is
2 approximately $233 million. The anticipated project
3 completion date is September 30th, 2016.
4 At the June meeting, an Intent to Deny was

5 given by this Board. You asked for additional information.
6 That i1s included as a separate Appendix to the information
7 submitted to you. As part of that submittal, the

8 applicants addressed the response to Safety Net Impact

9 Statement submitted by the applicants. They addressed the
10 2010 McHenry County Community Health Study, and they

11 addressed the decrease, the slow down, in the population

12 growth in McHenry County. Once again, that was submitted
13 to you as a separate Appendix to the information.

14 There was a public hearing held on this

15 project. That hearing was February 16th, 2016 (sic), and
16 we received a number of letters in support and opposition.
17 When | say "we received,' that means the State Board Staff
18 separately received a number of letters in support and

19 opposition. You were given over 7,000 pages of support and
20 opposition letters submitted with this application. We

21 tried to include a number of the excerpts from those

22 letters in the body of this report. Hopefully, you®ve read
23  them all.

24 The State Board Staff notes there are existing
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1 facilities within 45 minutes that are operating below the

2 target occupancy. There are existing facilities within 30
3 minutes, two of which are Centegra hospitals, operating

4 below the State Board"s target occupancy, and then the

5 proposed clinical services, other than categories of

6 service, will impact other area providers.

7 Thank you, Mr. Chairman.
8 CHAIRMAN GALASSIE: Thank you.
9 MR. SEWELL: Mr. Chairman, that public hearing

10 was February of 2011.

11 MR. CONSTANTINO: February, yes.

12 MR. SEWELL: You said 2016.

13 MR. CONSTANTINO: 1I"m sorry. 2011.

14 CHAIRMAN GALASSIE: Thank you for the

15 correction.

16 And who will be speaking for the Board?
17 MR. EESLEY: 1711 start it anyway.

18 CHAIRMAN GALASSIE: Thank you.

19 MR. EESLEY: Just -- 1"m Mike Eesley. |

20 wanted to start off. 1"m the CEO of the Health System,

21 been with the Health System about 13 years now, CEO about
22 10 of those years.

23 It"s a health system rich, as you®"ve seen, in

24 the fabric of the community. It"s been a part of the
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1 community for almost a hundred years, 98 years now. I¥m§é77
2  the essence of how healthcare delivery is in McHenry

3 County.

4 I know that you®ve got a lot of paper in front
5 of you, 7,000 pages. | assume you®ve read most of those.

6 We"ve been supported by over 16,000 letters of support by
7 our community, which 1 think iIs significant In respect to
8 their commitment to this project. You hear through the

9 public comments and through the discussion today a lot of
10 emotions. What we"re going to try to do with the group 1
11 have with me today is try to cut through some of those

12 emotions and give you some facts and information that we

13 think will minimize the gaps that you®"re hearing about and
14 the concerns you®re hearing about, so that you can get a
15 better essence and feel for this project.

16 I will tell you that with our 100 years, that
17 organization really is a -- like you heard from Chuck Ruth,
18 for example, an individual within the community of five

19 generations. We have a lot of those individuals that are
20 part of Centegra Health System, part in the fact that --
21 they are part of a partnership or maybe they"re on a board
22 or they"re in some relationship with Centegra. They really
23 hold our feet to the fire to make sure that we provide

24 great access to our community, that we are the essence of
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1 safety net, and you"ll hear about the safety net aspects of
2 that.
3 We don*t take CON"s lightly. 1I1°11 tell you a

4 little brief story about our CON journey, but the CON

5 process i1s considered within our organization, and It°s a

6 very diligent process that we go through. [It"s a process

7 where we"ve seen open heart approved, we"ve seen our

8 ambulatory care services approved at the Huntley campus, we
9 have seen ambulatory services approved for CON at each one
10 of the campuses. We"ve been involved in a variety of

11 CON"s. All of them go through just as much scrutiny with
12 you as they do with the board. The board is just as

13 anxious about making sure that we don®"t step on any land

14 mines or do anything inappropriate, because they don"t want
15 to throw the balance off of the delivery of healthcare iIn
16 our local community. So, we really take that to heart.

17 It is difficult, though, when 1 hear some of
18 my peers here talking about the impact and talking about

19 how we"re going to impact them. It is iInteresting when 1
20 go back and 1 take a look at. I1"11 give you one good

21 example. Being new in my role a few years ago, | go to the
22 board with an idea that we ought to move into open heart,
23 and 1 thought, well, we have a cath -- a couple cath labs

24 at our McHenry campus, and we do a number of cath
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1 procedures. Coming from a university hospital, | thought,

2 well, we should probably do open heart, because we don"t

3 have 1t In our community. The board, our board, says to

4 me, "Well, what"s the criteria?” So, | walk through the

5 criteria, and they say, "Well, i1t sounds like you®re a

6 little short on the procedures of catheterization. Sounds
7 like you have to be over a certain number,' which I think

8 at the time was about 1,100, and we were far short of that,
9 about 700. They said, "You can"t apply for that unless you
10 meet those numbers. So continue the work, but really make
11 sure that you"re meeting the expectations before you bring
12 it to the board.”™ A little chastised by the Board, 1 still
13 moved. And they"re sitting back there saying, "God, he

14  stills remembers?"

15 But why I tell you that is it wasn"t a year

16 later that 1"m reading the CON agenda and there®s Good

17 Shepherd Advocate applying for open heart, and I™m

18 thinking, well, maybe 1t"s because they"ve got a more

19 mature market; they"re a little east of us; the transition
20 from Chicago has occurred there before it"s occurred in our
21 location, and now we"ve seen that change occur within our
22 location as well. As | walked through it, they didn"t even
23 have a cath lab. They were approved in that project

24  without even a cath lab. Here my board held me to an
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1 accountability of having over 1,200 caths.

2 Then this year -- and 1 will get to a point

3 here. But this year | looked and they closed down the

4 behavioral health area, and then they came to the Board for
5 approval to close i1t down. Well, that"s kind of

6 interesting, because I"m trying to play by all of the rules
7 and align myself with the community, and as you can see,

8 we"ve got a lot of people behind us here that are counting
9 on this table to represent the community, and it"s really
10 kind of an overwhelming issue when we consider it, because
11  we"ve got all of these responsibilities of making sure that

12 we provide great healthcare.

13 And you heard a gentleman say, opposing the
14 project, says, "Why would you need a hospital? You“re

15 rated fourth healthiest area in the state.” Why do you

16  think that 1s? Because we take care of our state. We take
17 care of our county. We take care of our people. And this
18 isn"t about a structure or a building. This is about

19 making sure that we have the ability to provide healthcare
20 in the best economical way possible, and we follow the

21 rules. So iIt"s real important that we do that.

22 The last note is real interesting, that I"ve
23 been i1n discussion with Advocate four times over the last

24 three years, and the desire is what? To buy me. You hear
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1 the comment about eventually Centegra will be owned by a

2 bigger organization. | don"t think so, and why | don"t

3 think so 1s because we"re a community organization that

4 takes care of our community. We"re in deep roots with our
5 community. But Advocate is very interested in buying us,

6 constantly, constantly trying to buy us. When they were

7 eventually brought to the Huntley campus and we sat in our
8 new building our Inventory Care Building, 1 showed them

9 what our intent was and a very, very unique campus -- |

10 think a gentleman referred to as we have a wellness -- we
11 have a fitness facility that is 110,000 square feet. We

12 have ambulatory services. We have immediate care. We have
13 physician office practices. We have specialty physician

14 practices, and now we"re trying to bring a hospital to that
15 land. When I showed them what we were thinking about doing
16 and how it looked, they were gleeful, they were excited.

17 The day 1 told them that | wasn"t interested iIn being

18 bought by them, that was the day everything dropped.

19 That"s the day everything happened.
20 And so | thought it real unusual, because 1
21 saw Legislators, | saw business owners, | saw in my local
22 area theater groups being approached to not support our
23 project. So kind of an atmosphere of what 1 would call a

24 bully, that 1 like the way things go as long as they go my
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1 way. So, very unique. So, I kind of discount how they

2 view things. And as we see in the local paper, they"re
3 going to be bought, eventually buying into Sherman
4 Hospital. So the linkage between Sherman and Advocate, no
5 surprise here. So, kind of things that really gets the
6 emotions going, no doubt.
7 I think the project -- Aaron will to touch
8 base in a little bit on these gaps. It"s our first attempt
9 ever at trying to build a new hospital. We"ve really
10 followed the rules. 1t"s a 138-bed need, and we"re
11 requesting 100. 1It"s a 22-bed need for obstetrics. WeT"re
12 requesting 20. It"s an 18-bed need in ICU. We"re
13 requesting 8. It allows us to expand our safety net
14 services. We"re the primary provider of safety net. It
15 gives a place for people to receive care locally. It"s one
16 of the fastest growing areas in lllinois, and it is the
17 fastest growing area in McHenry County. We have 16,000
18 letters of support, and we"re also supported by a number of
19 Senators and State Representatives.
20 So, It is a project that we"re very excited
21 about, very passionate about, as you can see, and at this
22 point, 1"m going to turn it over to Aaron to talk to you
23 about the findings from the Staff.

24 MR. SHEPLEY: Thank you, Mr. Eesley. And
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1 thank you, Members of the Board, for your service here

2 today. We recognize that you"re all volunteers and that it
3 has been quite a long day, and 1711 try to be succinct in

4 the points that 1 make.

5 It has been assigned to me to address the

6 negative findings of the State Agency Report, and | suppose
7 if you were looking at It as a good news/bad news scenario,
8 the good news is -- and I think this weighs in favor of

9 succinct comments -- is that there are only three negative
10 findings, and that of those three negative findings, they
11 all really surround one topic, and it"s a topic that this
12 Board is quite familiar with, not only based on what you"ve
13 heard today, but some of the things that you®ve seen over
14 the course of the last several months in your other

15 projects, like dialysis centers. And that"s utilization,
16 the utilization of other area providers, and we respect

17 that that issue is a big issue and one that we really do

18 need to address, because, remember, our goal for our

19 community is to secure your approval of our project, and we
20 want to make sure -- we know that in order to do that, we
21 have to address any concerns that you may have about our
22 compliance and any variances between our project and the
23 rules. So, my goal here is to assure you and to help you

24 understand why we believe we"re really not at variance with
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1 the State standards and we"re in substantial compliance

2 with the rules, and we are hoping to get your approval at

3 the end of the day.

4 On the utilization issue, the findings that

5 have been made by the State Agency, State Staff -- and

6 they"ve done a very thorough job on this report, as they

7 have on many others. The findings do not require denial of
8 our project for four very salient reasons. The first one

9 is —- and I"m not going -- we don"t want to argue this

10 today, but, arguably, each of those three negative findings
11 could, depending upon how you read the standards, be

12 considered positive findings, and 1 recognize that it is

13 certainly a topic upon which reasonable minds could differ,
14 and 1711 talk about that a little bit.

15 Second, your Board rules, that we so carefully
16 try to follow, expressly allow projects to be approved even
17 when other area facilities are not operating at target

18 utilization rates. It does. It was mentioned earlier. We
19 talked about that a little bit.
20 Number three -- and 1 think this is really at
21  the heart of 1t. Three and four are at the heart of the
22 issue. Based on the nature of this Board®"s important work,
23 if unnecessary weight were given to the topic of

24 utilization, it would transform this body"s primary focus
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1 from a planning focus to a reacting focus, and I"11 t;TEggf
2 you about that in a minute.

3 And then, finally, the State bed-need formula
4 is actually based on the assumption that at the end of the
5 day, at the projected time period, all providers will be

6 operating at 90 percent occupancy, and we*ll talk a little
7 bit about that.

8 So, let"s just talk briefly about the first

9 point, that depending upon how you read the State

10 standard -- and, as | said, | recognize that there may be
11 more than one -- 1"m a lawyer by training. This may cause
12 flashbacks for Justice Greiman, making these highly legal
13 arguments. But our point is that at page 21 of the State
14  Agency Report -- and this is on the Service Accessibility
15 Criteria that Mr. Constantino referenced in his earlier

16 report -- there is a provision that says that 'the

17 applicant shall document that at least one of the following
18 factors exist in the Planning Area.” 1 think

19 Mr. Constantino would agree that we do document at least
20 one. The way the standard is being interpreted is that you
21 have to establish more than one. That"s why we believe
22 we"ve met the minimal criteria of that standard, and that"s
23 our position, and we believe that that should be a positive
24 finding rather than a negative one.

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002253



OPEN SESSION 12/7/2011

Page 186
1 I think you can make similar arguments about

2  the other two negative findings, but I think the other

3 points are far more salient and direct to some of the

4 questions that you had as a board, so I want to talk about
5 those first.

6 Your Board rules do contemplate the approval

7 of projects even when other area providers are below target
8 utilization. How do we know that? Because iIn a few

9 different places within the State criteria, there is that
10 standard that requires us, as an applicant, and other

11 applicants for that matter, to document that within 24

12 months subsequent to completion of our project, we will not
13 bring existing providers who are at target occupancy below
14 target occupancy. And the second and more critical aspect
15 of it is that we will not bring those who are currently

16 below target occupancy lower. We have submitted the

17 documentation to establish that we will do neither of those
18 things, and when you read that, though, the second part, it
19 expressly contemplates that. Why would I need to provide
20 that attestation if you had a prohibition on approving
21 projects when somebody is at below utilization? So that"s
22 the point of that.
23 I think another point -- and this is where we

24 start talking about things that we®"ve heard. The question
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1 is how can a positive bed need of 138 beds really co-exist

2 with other area providers that are below target

3 utilization? And 1 think the answer is actually more

4 simple than what we all want to make it. | think there is
5 a tendency to want to over-complicate things. Utilization
6 is a retrospective figure. It by definition is not a

7 planning figure. 1It"s a reacting figure, because our

8 utilization numbers are what they were yesterday and the

9 day before and the year before.

10 The bed need is projected out 10 years. We"ve
11 got bed-need formula from 2008 to 2018, and so that is the
12 real forward-looking planning tool, and iIf we gave undue

13 weight to utilization, what we would be saying is that the
14 purpose of the Board would be to tell applicants when it"s
15 okay to react to need that"s honest, now and 1 think that
16 that"s a very key point about your rules, and 1 did hear it
17 mentioned earlier on the other -- the petition. That"s why
18 your rules allow that you don"t -- there is a provision for
19 this Board to approve the project, even if they technically
20 find we don"t meet that particular standard on utilization,
21 and that"s the very reason why it is, is because iIt"s a
22 planning body.
23 The final thing -- and this is one of those

24 things that probably come to people -- it came to me almost
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1 like one of those pictures they used to have where you

2 would stare at it long enough and something would jump at
3 it you. You"d see a figure. | was staring at the bed-need
4 formula, and let me assure you I am not a math guy. 1I'm a
5 lawyer, so by definition I can"t be. But what 1 would tell
6 you is that if you look at that long enough, what you will
7 understand is that one, utilization i1Is worked into that
8 formula. 1t"s actually found in two locations of the
9 formula: On the front end and on the back end. And at the
10 back end, that formula says that -- presupposes when they
11 set 138 as the bed need for med/surg beds In our area, what
12 they"re saying is that there®s that need even when all the
13 area providers are occupied at a 90 percent rate. |If you
14 factored that down under the State formula, the bed need
15 would be higher. It would be 176, it would be 180, 200.
16 So, | think those are aspects of the whole utilization
17 piece of the State Agency Report.
18 We believe we can comply substantially with
19 the rules, notwithstanding the findings we understand were
20 made. One word on healthcare reform, because that did come
21 up, and It has come up frequently in the topic of
22 utilization. No one knows. |1 said this when we were here
23 June 28th. No one knows. Everybody wishes they knew.

24 Everybody is researching it, SD 2 is researching it,
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1 Healthcare Advisory Board is researching it. | have a 2011

2 report from Healthcare Advisory, and what they say is that
3 with healthcare reform, 6.2 percent growth in inpatient

4 utilization, and they say may be slower with healthcare

5 reform but still there, and 1 think that"s really

6 important, when we"re sitting around guessing. And we are.
7 I think we all acknowledge it, and we"re up to our neck iIn
8 the iIndustry. 1 think we have to recognize that there"s

9 more than one school of thought out there, and the

10 Healthcare Advisory Board, which has invested millions iIn
11 this issue, says there"s going to be growth.

12 Last couple points before I wrap it up and

13 pass it on to my colleagues. There were some comments that
14 were made -- and as Mr. Eesley pointed out, these are

15 sometimes difficult to hear -- that basically suggested

16 and, for lack of a better term, that in objecting to Mercy
17 we were being hypocrites, and the fact of the matter is,

18 they are two entirely distinct projects. The fact is --

19 and let"s just take one factor, because I could go on for a
20 long time.

21 CHAIRMAN GALASSIE: To be honest, sir, "he
22 said, she said" isn"t getting us very far. |1 appreciate
23 your not wanting to hear those kinds of statements and--

24 MR. SHEPLEY: 1 understand. Thank you,
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1 Mr. Chairman.
2 So, 1 guess the final thing that 1 would like
3 to do is I would like to pass it to -- the ball to our

4 Chief Financial Officer, Bob Rosenberger, so he can address
5 some of the statements that were made with regard to our

6 financial viability.

7 MR. SEWELL: Mr. Chairman, can | ask a

8 question before -- this is a question of Staff.

9 CHAIRMAN GALASSIE: Oh, please do.

10 MR. SEWELL: I know for me it"s been 25 years

11 since | engaged in this stuff, but this sounds like a very
12 compelling presentation, because it"s a utilization-based
13 formula. So, you know, our non-compliance issues in the

14 State Agency Report relate to utilization within the region
15 of other facilities.

16 MR. CONSTANTINO: Yes, sir.

17 MR. SEWELL: And I understand the perspective
18 versus the retrospective thing. What®"s your perspective on
19 that, either you or Mr. Carvalho, on what we just heard?

20 MR. CONSTANTINO: Well, we rely on that

21 bed-need formula. It"s the only planning tool we have, and
22 we have to use that. You received a lot of information

23 about the 2010 census. We did not touch that. We relied

24 upon the 2000 census, and when we wrote our report, we used
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1 that October 2011 inventory, bed-need calculation. You"re

2 projecting out 10 years. That"s a 10-year projection.

3 He"s correct, we do use -- we"re using 2008 -- we"re using
4 a three-year average, historical utilization of these

5 facilities. So, you"re looking at 6, 7 or 8 average

6 historical utilization as part of that formula and trying

7 to project out 10 years. This was done -- this was changed

8 in the statute. Where i1t used to be 5, 1t 1s now 10.

9 CHAIRMAN GALASSIE: Years.

10 MR. CONSTANTINO: 10 years, yes.

11 MR. CARVALHO: [I"11 join in, because, sadly to
12 say, | am a math person who became a lawyer. So, | was an

13 Applied Math major in college.

14 The -- what Michael is alluding to is -- well,
15 first off, we don"t do any projections. We use the

16 projections that the State of Illinois establishes as

17 population projections, and then we use those in our

18 formulas. We, when we were left to our own devices, used
19 to use five years on the theory that while certainly, you
20 know, wanting to know what the future looked like was

21 better than merely documenting the past. Anybody who does
22 projections will tell you once you get more than a few

23 years into the future, it"s just a wild guess. However, in

24 a particular application and a particular location
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1 elsewhere in the state, a legislator thought it might help

2 that application by extending 5 years out to 10, because
3 that makes the numbers bigger. So, the statute was revised
4 to change 5 to 10. It wasn"t anything your Staff

5 recommended. It was what the legislator dictated.

6 The other thing that 1 was alluding to

7 earlier -- and I have spoken to the Board about this

8 before -- was these projections that we take from the

9 State -- 1 believe right now the person who did them most

10 recently was DCEO in 2005 -- have not been updated, and so
11  just for curiosity we thought, well, let"s look to see how
12 well the 2005 projections hit 2010, because 2010 has now
13 happened, and so we"re no longer in 2009 wondering what

14 2010 is going to look like. Let"s look at the actual

15 number, and it varies across the state, but in this area,
16 the projection overshot, which Is to say the projection in
17 2005 with DCEO estimated a larger number of people in this
18 area than are, in fact, here. So, for those purposes, the

19 inventory tends to overstate.

20 The other thing that 1 think is a little

21 confusing about the way it was just presented -- 1 forgot
22 your name. 1"m sorry.

23 MR. SHEPLEY: Aaron Shepley.

24 MR. CARVALHO: The way utilization appears in
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1 two places, it has two meanings in the two places where it
2 occurs. Where we"re looking at utilization -- namely, what
3 are the current hospitals doing with their beds now -- that

4 gives you some indication of, are the needs of the area

5 being addressed? But the other thing that you care about

6 on inventory is how much stuff you want to be allowed to be
7 built out there, because that®s your job. You“re the

8 gatekeepers. You allow stuff to be built or you don*"t. |If
9 you take the argument Mr. Shepley made into account, what
10 he"s saying is you should be happy with stuff being built
11 and only being used at a low percentage from now until

12 eternity, and 1 would submit that that doesn"t make sense.
13 In fact, it"s the opposite. You would prefer that stuff

14 start to be used more and its utilization go up more than
15 that it continue to be used at a low utilization and use

16 that as a basis for forward-looking numbers.

17 So, I'm totally -- all the comments I made on
18 the other application I would make on this one, which is to
19 say of the several different tests of need, utilization of
20 current use tells you something about what"s going on now,
21 and there"s various reasons to think the inventory numbers
22 are less reliable.
23 CHAIRMAN GALASSIE: Thank you.

24 Mr. Finance Director?
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1 MR. ROSENBERGER: Thank you, Mr. Chairman. 1

2 did hear your comment earlier about not wanting to go into
3 he said, she said. 1711 keep this brief, but I think it"s
4 important for the Board to understand and for me to respond
5 to something that was said earlier by Mr. Mulay from
6 Sherman Hospital. He makes the statement that basically if
7 Centegra does this, we"re not going to be financially
8 viable, we"re putting ourselves up for sale, we"re going to
9 have to close our Woodstock Hospital. Nothing is farther
10 from the truth. Centegra is a very strong, financially
11 strong organization. |If you look at our unrestricted net
12 asset line, the last two audited financial statements,
13 that"s the bottom line on the iIncome statement. 2010,
14 positive $15 million; 2011, positive $30 million. Our
15 day"s cash on hand coincides with A-rated organizations.
16 He made the comment that Centegra was
17 downgraded last year by S&P. Not only is that false, it"s
18 false twice. We get reviewed by S&P and by Fitch. Both
19 S&P and Fitch have kept us at A-minus and stable for the
20 past five, six years. 1°ve been with the organization as
21 CFO for five years, been here for seven years. We"ve
22 always been A-minus and stable. Last year we talked to
23 S&P, we talked to Fitch, both of them, before we had

24 submitted the CON. We told them what our plans were. We
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1 told them that we were taking care and looking forward to

2 the future and 1 didn"t want them to put their rating out

3 there and a month later have us apply for a CON. They both
4 knew what our plans were. They rated us A-minus and

5 stable.

6 Centegra can do this project. We brought it

7 to Deloitte to look at it from a financial perspective.

8 Mr. Piekarz can tell you, the First meeting we had, the

9 first thing 1 said to him is, "Your reimbursement on this
10 is not dependent on your answer. |1 need you to tell me the
11 truth. 1 need you to do the analysis. | need you to take
12 a look at what it"s going to be, what the outcome is going
13 to be, and tell me the truth, because i1f this is not

14 feasible, | don"t want to find out in 2018, I don"t want to
15 find out in 2019. 1 need to find now.” That is the

16 direction we took, and we took it from a very conservative
17 aspect.

18 But all of the organizations that have taken
19 their shots at us from a financial standpoint, Centegra is
20 a very strong financial organization, supported by the

21 rating agencies and supported by our financials.

22 CHAIRMAN GALASSIE: Thank you.
23 Good afternoon.
24 MS. OLSON: Evening.
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1 MS. MILFORD: As you can see, as you can tell,

2 we are back. 1 talked to you also in June. Our team is

3 very passionate about this project, and it"s because -- |

4 went into healthcare to truly make a difference in

5 healthcare, and I really believe strongly that this project
6 is needed, warranted, meets your rules, and I want to talk
7 about a few of those things, but before I get into a couple
8 of those points, 1 do want to let you know that we really

9 are a forward-thinking, strategic-planning organization,

10 just as you"re looking at strategic planning for what to do
11 for the entire state, and this project was taken with a lot
12 of responsible development.

13 So, we bought the Huntley campus back in 2005,
14 bought a lot of acres from a farmer who would not sell it
15 for any more home developments, because there®s new homes
16 surrounding this campus, if you were there, and we -- he

17 wanted it to be for healthcare services. He knew that

18 healthcare services were needed. We came to you -- well,
19 the first thing we did was we recruited new physicians for
20 the area. There was a need for physicians. We put them in
21 leased space, actually, for a while, because we didn"t have
22 a campus. We went to your Board. |1 realize it was a
23 different -- most of you were not members then, but we went

24 to that Board and got approval for an outpatient facility,
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1 imaging, state-of-the-art imaging, immediate care services.

2 There was none of these services in that area, and then we
3 opened those iIn 2008, and we also put on that campus -- as
4 Mike talked earlier, we"re very focused on health and

5 wellness and preventing disease, how do we manage the

6 population®s health. So we put our second Health Bridge

7 Fitness Center on that campus as well. Well, they“ve been
8 open for a couple of years. They"ve been thriving, and as
9 a result, we are back, because you can"t build a hospital
10 in a day.

11 We applied one year ago, almost, for this

12 project, and we spent months planning before we brought it
13 to you. So, we know that it"s going to take a few years to
14 open this project. This is a plan that"s right for the

15 community, and it"s based on forward thinking.

16 Now, 1 need to share a couple of things with
17 you, because 1 want you to see how this Is demonstrated.
18 Hadley, my colleague, is going to pass out for you -- and
19 this is from the CON application. It"s the map of the
20 service area for this new hospital, and that"s important
21 for you to see. |1 heard Linda Deering from Sherman talk
22 about Huntley, the community of Huntley, 40,000 -- 25,000
23 people. This isn"t just about Huntley. 1 love Huntley.

24 Okay. But this is about a much larger area. Hospitals
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1 don"t just serve one community.

2 So, if you take a look at this map of the

3 proposed service area, we didn"t just draw a circle. We

4 actually worked on projecting how many patients would come
5 to this hospital. So, that white area, that"s the top 10

6 zip codes. That"s where 75 percent of the patients will

7 come from. This Is a community hospital. 1If you look, the
8 population projections are also there. So, you can see

9 that there will be 15 percent growth by -- why does it say
10 2018? Because your rules say that we have to be at target
11 utilization by 2018. So, that"s how we planned the

12 project. We planned it with two methodologies.

13 Mr. Sewell, you asked me last time about rapid
14 population growth. This was when the bed need was 83. Now
15 the bed need is 138 for med/surg beds. Your State formula
16 affirmed that. 1 understand what Mr. Carvalho is saying,
17 but I respectfully disagree with some of his comments,

18 because, frankly, just recently appearing in our project

19 file two weeks ago, someone at IDPH sent us a memo directed
20 by Mr. Carvalho that said -- recalculated the bed need iIn
21 the service area based on the economic downturn. Now, in
22 that calculation, in the service area the bed need was 114,
23 still more than your rules say, still a little more

24 aggressive than our conservative estimate of 104.
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1 I know I"m saying a lot of numbers, but the

2 bottom line is | want you to understand that we have worked
3 hard on projecting this project accurately. This project

4 is not just for 25,000 people. You can see right there

5 that i1t"s for about 360,000 people.

6 Advocate held a poster in front of you that

7 said the population decreased. You asked us to respond to
8 population. We responded to you. Yes, the population

9 didn"t go quite as high as it was projected in 2000, what
10 the 2010 census would say, but it"s still iIncreased. It

11  just didn"t increase quite as much. 1It"s at almost 310,000
12 right now, and it"s still projected to go further.

13 And this hospital also serves some zip codes
14 in northern Kane County. Northern Kane actually exceeded
15 its projections. So, we"re right, it is planning. It"s

16 not a perfect science, | understand that, but we"ve done

17 the due diligence.

18 It"s not just for us. It"s for this community
19 behind you. 1 just ask you to seriously consider the

20 points that 1"m talking about, because this group here is
21 about meeting the community®s healthcare needs.

22 And the last piece that 1 want to share with
23 you -- and I have one more thing. This is also -- this was

24 a response that 1 provided to all of you on June the 6th.
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1 We talked a lot about healthcare reform. Centegra is g?ggoo
2 responsibly planning for healthcare reform. | want you to
3 see --

4 MR. URSO: Is this iIn your application?

5 MS. MILFORD: 1t"s iIn the response that we

6 gave to you. It came from me on June the 6th, Mr. Urso.

7 MR. URSO: Thank you.

8 MS. MILFORD: And 1 want you to see it,

9 because I want you to see that we"re not just talking about
10 hospitals, but we"re talking about a full, integrated

11 delivery system, and you"ll see in the model here that it"s
12 based on what the future of healthcare is. We know there
13 is a healthcare transformation going on. We know that

14 I1linois has stated that when healthcare reform goes into
15 effect, one million additional people will be on the

16 healthcare -- will be insured. Now, some of those people
17 are going to need hospital care. 1 mean, yes, they"ll need
18 outpatient, yes, we"re focusing on prevention and wellness.
19 I would ask you to look at the side of the

20 integrated model, the integrated delivery model. The

21 triangular is kind of our one-page strategic plan. But

22 this shows you what we are building in McHenry County.

23 Healthcare is not the same as a competitive industry, like

24 retail. Healthcare is about putting the right services in

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002268



OPEN SESSION 12/7/2011

Page 201
1 the right place at the right time. For example, yes, you

2 need some more convenient emergency departments, but we

3 also put the areas first wound system in last year. You

4 don®t need three wound centers iIn a county, but you need

5 one. So, that®"s how we"re looking at i1t, that®"s how we"re
6 planning it, and | ask you today to really consider that.
7 And 1 think the last thing that we want to

8 make you aware of and answer any of your questions -- our
9 President and Chief Operating Officer, Jason Sciarro, 1is
10 going to talk you to about the safety net, which I know

11 you“re very concerned about as well.

12 MR. SCIARRO: Thank you, Susan.

13 Good afternoon. 1 feel really good talking
14 about safety net, especially after you®ve heard from our
15 community members, because they specifically talked about
16 the Impact that our safety net services have. One thing we
17 do know about health reform -- although there are many

18 things that we don"t know, we do know that it will be about
19 delivering healthcare locally by local providers. That
20 will never change.
21 Our testament to the role we play in our
22 community couldn®"t be stated better than it was earlier
23 today by McHenry County being the fourth ranked in the

24 state as far as healthiest citizens. | want to tell you a
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1 little bit about why we think that is. We take great pride

2 in that. Our charity care dollars, as was mentioned

3 earlier, care that we provide that we do not -- we will not
4 receive pay from, has increased from 2007 to 2008 to 2009

5 and again will iIncrease In 2010. That"s about community

6 need. We are -- while we"re not the sole, we are the

7 majority, the major, majority provider of charity care iIn

8 our county. We are the major, majority provider of safety
9 net services in our county. We are the full continuum of
10 services.

11 Some of the things that we do -- employ

12 physicians, as was mentioned earlier; we pay them in a

13 payor class, neutral setting. We pay them for the quantity
14 of work, not necessarily -- we don"t pay them for whether
15 they see a Medicaid patient versus a managed care patient.
16 We partner with our Family Health Partnership Clinic. We
17 don"t just support them financially. We actually have a

18 structured methodology where we require our physicians to
19 volunteer their time to take care of patients who can"t

20 pay. We support openheartedly the new Federal Qualified

21 Healthcare Center that was established in our county just a
22 few months ago. We will provide the inpatient services for
23 those patients as they are transferred to us.

24 We"ve talked about responsible growth. We are
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1 only today presenting a new hospital. It"s only after

2 millions and multiple millions of reinvested dollars have

3 gone into the infrastructure of our current services, Iin

4 particular outpatient services. We have increased our

5 ability to take care of patients by our Emergency

6 Department. You heard that earlier. We operate two

7 Emergency Departments. Over 65,000 patients a year visit

8 those. They"re never closed. They haven®t been closed in
9 two years. We"ve gotten efficient. We"ve gotten better at
10 what we do.

11 As the primary provider of safety net services
12 in 2011 alone, we paid 1.4 million for community health

13 improvement initiatives, over $650,000 for health

14 professional support services, pharmacy students, nursing
15 students, medical students, over $500,000 in free patient
16 transportation, over $800,000 in one year just to provide
17 language interpretation services. We have an extremely

18 diverse community. We meet the needs of that community.

19 We are very proud, we are very proud at

20 Centegra of our operating income. It was mentioned earlier
21 that that number is 3 million or .5 percent or 1 percent.
22 We"re extremely proud of our operating income, because we
23 invest our profits back into the community. We are a

24 sustaining organization for 98 years. We want to continue
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1 to be here for 98 more, and we are extremely proud of the

2 commitment that we have and arguably are the sole provider
3 of safety net services.

4 Whille 1 can®t explain to you how competing

5 health systems deal with their own communities, all I can

6 talk to you about iIs our community, and our community has a
7 desperate need for access to care. We"ve been trying to

8 meet that need all along, and this Is just another way for
9 us to continue to meet that need in the future and to

10 continue that history that we have.

11 CHAIRMAN GALASSIE: We appreciate that very
12 much. 1 think I"m going to try to move us forward now. We
13 appreciate all of your comments and your application

14 comments, obviously.

15 Let"s open it up to any questions on the part

16 of Board members.

17 MR. SEWELL: I just want to know, who is the
18 FQHC?

19 MR. EESLEY: 1It"s based out of Elgin.

20 MR. GREIMAN: 1 was sympathetic to your

21 position primarily, frankly, because the notion that a
22 quarter of a billion dollars would be spent in an 1llinois
23 county warmed my heart. But now I see it"s going to be

24 five years to finish this project. Why is it so long? Why
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1 does it take such a long time to spend that quarter of a

2 billion dollars? We need it now.

3 MR. SHEPLEY: Well, if I could address that,

4  Justice Greiman -- and I think i1t"s a great question, and

5 we"ve heard it throughout the process. The first thing is
6 that there are certain expenses that we don®t want to

7 invest or spend up front, such as developing detailed

8 architectural drawings, getting all of the engineering

9 plans, things of that nature. Now, certainly we have

10 zoning approval for this type of facility, but that process
11 of those drawings can In and of itself take a year to move
12 forward before we even put the first shovel iIn the ground,
13 and then on top of that, you have to put the -- responsibly
14 put the contract out for bid. That"s a long process. You
15 have the contracting process, so there®"s a lot of detail

16 work that -- it would be nice if we could invest that up

17 front, but it would be a waste of money iIf we did that and
18 then did not secure your approval.

19 MR. GREIMAN: So, the project itself takes
20 that kind of time?
21 MR. SHEPLEY: Yes, sir.
22 MS. MILFORD: Could 1 just add one point to
23 that? The first actual patients we"re looking at taking is

24 in about fall of 2015. So, as you know, we"re getting
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1 ready to knock on the door of 2012 coming up here. So as

2 Aaron said, it is a very realistic time line. Again, we
3 followed the CON rules and we have some experience with
4 recent construction projects, and that"s what it takes.
5 MR. GREIMAN: That"s three years instead of

6 five years.

7 MS. MILFORD: To the First patient, yeah.

8 CHAIRMAN GALASSIE: Thank you.

9 MR. EAKER: Mr. Chairman, | had a question.
10 I"m not sure who to address this question to. Members of

11 this Board come with a lot of different perspectives.

12 Their eyes look at proposals and applications from a

13 different angle. Mr. Eesley, you used the word "bully"

14 referring to one of your competitors and their approach to

15 you.

16 But earlier today, one of the people who spoke
17 at the public comment section for the other proposal hit a
18 nerve that didn"t necessarily speak to that hospital as

19 much as it does yours. The lady spoke about coming to your
20 system for some blood tests, being uninsured, asked what

21 the cost for those tests would be, and was told couldn®t

22  find out. The end result was the final bill was four

23 times, if | heard her right, what was expected. When she

24 addressed your facility -- 1 am assuming your patient
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1 account people -- she received a certified letter saying

2  that she and her husband was no longer welcome to your

3 facility. That"s the nerve that strikes with me, that

4 speaks to the integrity of everything that you speak for.
5 Would you like to address that?

6 MR. EESLEY: Absolutely. |1 think that is a

7 big issue when you hear that. It struck a nerve with me iIn
8 the back when 1 heard her say it. That isn"t the process
9 that we use at Centegra. |1 can”t speak about her direct
10 issue, because I don"t know the details of it, but I can
11 tell you that we have a very straightforward process. We
12 don®t turn people away. We see that in our Emergency

13 Department, we see that with our charity care. This is an
14 organization that is here for the community. So, | was

15 like you, | was taken back by that comment, and I made a
16 note myself of how could that have happened, because that
17 isn"t the norm of Centegra Health System. |1 have -- I am
18 the CFO. 1 don"t want to belabor the point, but I can have
19 them tell you about our process, because it"s a pretty
20 straightforward process that all healthcare systems use,
21 and I think you"ll find that we"re very accepting of
22 people, and our organization, just so you know, is one of
23 the highly ranked organizations when it comes to patient

24 satisfaction. Those come -- those surveys go to people
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1 after their care has been rendered and after they"ve paid

2  their bill or had a bill sent to them. So we take great

3 pride in that. 1 don"t know -- 1 can"t really address the
4 issue for you. I1"m sorry. | wish I could.
5 MR. EAKER: 1 know we can"t address the

6 specifics of that, but my concern is it does fit a pattern.
7 I1"ve addressed it In our own community when hospitals bully
8 over the consumer, when they ask for how much is this
9 procedure going to cost and are told "1 don"t know,"™ but
10 they"re in a bind. They need the procedure done, only to,
11 especially when they“re uninsured, find out that it"s going
12 to cost many, many times over, and yet your financial
13 people are talking and assuring us of their strong
14 financial position and how wealthy you are. That"s a
15 direct contradiction.
16 MR. EESLEY: 1°11 tell you, we"re far from
17 wealthy. 1711 tell you, we do a tremendous amount of
18 charity care in our organization. Like Jason said, at the
19 end of the day, we"re lucky to hit .5 percent or 1 percent
20 margin. We are the only healthcare provider within McHenry
21 County and some surrounding areas to provide behavioral
22 health, as an example. We lose five and a half million
23 dollars a year net, and that all goes to the bottom lines.

24 Like some organizations have shut that down, and we keep
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1 that open. Why? Because you heard the gentleman here.

2 It"s a great story, but it"s a story we hear over and over
3 and over again, about individuals who have behavioral

4 health needs and can come to our organization whether they
5 have money or not, and the same holds true with ancillary

6 services, that we accept all payors and all people.

7 So, I don"t know if any of my colleagues want
8 to add into that, but I think you would find Centegra a

9 very straightforward organization, that it isn"t about

10 money. It truly isn"t.

11 MR. EAKER: If you see my point, you were

12 sensitive to being bullied, and 1 heard someone else on the
13 lower end of the scale talk about being bullied.

14 MR. EESLEY: 1 can see how you make that

15 comparison.

16 MS. MILFORD: One thing I think ties to this
17 is In the area of the new hospital, Centegra Hospital

18 Huntley -- just so you know, in our application we actually
19 include federally-designated, medically under served areas,
20 and that includes areas iIn Carpentersville, Marengo,

21 Woodstock, Union, and Harvard. Just so you"re aware,

22 that"s actually part of the project and was included in the
23 service area.

24 MR. EAKER: Okay. Those communities and that
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1 information doesn®"t mean that much to me, being from
2 downstate, but how do you address a family without
3 insurance who have needs?
4 MR. SCIARRO: Depending on how they access our

5 system, it could go in different ways. For instance, if

6 they access through the Emergency Room, obviously, we turn
7 nobody away, we take care of that, and then we work with

8 the family on their financial needs, if they have

9 insurance, they don"t have insurance. We certainly have

10 many payment plans in place. We do it over time. We

11 discount care 1 think initially of 25 percent right off the
12 top for self-pay patients. We are actually very active in
13 developing payment methodologies.

14 MR. EAKER: I"m sorry. | want to make sure |
15 heard you. You discount non-insured people 25 percent.

16 MR. SCIARRO: Self-paid patients, we have a

17 discount policy, yes, of all charges.

18 MR. EAKER: All right. That goes

19 contradictory to what this lady seemed to think. The

20 charges was like four times as much.

21 MR. SCIARRO: Yeah. Again, I don"t know the
22 specifics of that specific situation, but, you know, we"re
23 actually mandated to have certain policies in place through

24 the State as far as, you know, discount and payments.
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1 Bob, do you want to -- 1"11 let our CFO speak.
2 MR. ROSENBERGER: From an uninsured patient

3 standpoint and from a charity care standpoint, we work off
4 a sliding scale. 200 percent of the poverty level comes

5 in, It"s going to be written off 100 percent. Any patient
6 that comes iIn that"s a self-pay, we don®"t hold back any

7 services. Now, if you come in and you want, you know,

8 something that®s not needed, we"re going to have a

9 conversation about 1t. But iIf iIt"s needed services, you're
10 going to get those services. We educate every one of our
11 patients that comes in. Whether or not you are insured or
12 not insured, we"re going to try to make sure that you do
13 understand what your responsibility is. This goes

14 contradictory to what that individual said this morning

15 and, again, 1 can"t comment on that one individual, and 1-°d
16 love to say that we are 100 percent, but there®s always

17 those individual pieces that don®"t go exactly as you would
18 want it. But I guarantee you, 1 get many more complaints
19 about us talking to patients and trying to educate them,
20 from people that say, 'l always pay my bills, why are you
21 talking to me about this?" We weren®"t asking for money.
22 We were trying to make sure they understood what their

23 responsibility was going to be.

24 So, from our charity care policy, sliding
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1 scale from 200 percent up to 600 percent of the Federal

2 poverty level. Now, if you happen to have a lot of kids

3 and your family members -- you®ve got 10 total family

4 members, you would be getting 40 percent off your bill if
5 you®re making $250,000 a year. So that"s -- 1 believe we
6 do have a very generous charity care policy. We administer
7 that to every patient that comes iIn, whether or not you

8 have insurance or don"t have insurance, because we feel

9 it"s best to educate our patients.

10 CHAIRMAN GALASSIE: 1*d like to be on record.
11 1°d rather pay full fee than have 10 family members.

12 Can we assume that there was an aberration

13 that may well have taken place for an organization this

14 size? |1 think if those issues were the norm and they were

15 systemic, we"d be hearing a lot more about it.

16 Other questions.

17 Doctor?

18 MR. BURDEN: I"m sorry, Mr. Chairman. Just a
19 second. | apologize. Perhaps this is buried somewhere,

20 but I want to question the 208 facility that apparently 1
21 overlooked. What"s on that facility? 1 heard somebody
22 mention it. |Is it a free-standing emergency center? Do
23 you have certain facilities available? Do you have DR or

24 Emergency Room or physicians on board? What"s there?
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1 MR. SCIARRO: The location where we"re

2 proposing the hospital currently has a full-service fitness
3 and wellness center. It also has an ambulatory center that
4 we established first. That"s kind of our -- well,

5 actually, our entry into this market was with physicians

6 and putting physicians and employing physicians and putting
7 primary care physicians, specifically pediatrics and

8 internal medicine, first. Since then, through your

9 approval, we built an ambulatory center. In that

10 ambulatory center we have an immediate care center. We

11 have outpatient laboratory and medical imaging services.

12 We have many more primary care physicians that we have now
13 put down in that facility since then. We"ve also

14  established a state-of-the-art wound center. That"s

15 actually a mile down the road in a facility that we have.
16 So, | think the statement that we made before
17 was that the responsible planning was we didn"t just say

18 this area needs a hospital. We started with physicians.

19 We went without patient services, and then we graduated to
20 this facility.
21 MR. BURDEN: Do you feel that this particular
22 facility is adequate enough to handle some of the needs
23 that you are apparently feeling that you are required to

24 build a hospital for? The reason 1 point this out, 1 don"t
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1 need to name them, but many institutions in affluent

2 communities came before us wanting to build a hospital.
3 They wound up building very elaborate, more elaborate
4 facilities of an emergency nature, much more, 8 to 9 rooms
5 doing outpatient surgery of a pretty selective nature, of
6 course being close enough for the ambulance service to get
7 to an institution like a hospital if need be. That never
8 crossed any of the discussions I heard. [1°ve heard nothing
9 except $230 million hospital to go up, not 60 or 70 or even
10 $100 million facility. That would accomplish a lot, if it
11  were more elaborate. That"s just a question. | didn"t see
12 anything along the lines that led me to believe that the
13 board was encouraging a discussion of that kind of
14 facility. Since they"re going up in other communities iIn
15 Chicago, communities like yours, which 1 know very well
16 having had a farm in your area for 15 years. But I™m
17 asking.
18 MR. SCIARRO: Yeah, we considered and have
19 considered through the years many alternatives as far as
20 providing care in that area. All things came to a head,
21 one, with the amount of services or -- the amount of
22 community involvement we have seen since we have placed
23 services there has just grown and grown and grown. The

24 other thing is that with the location and its proximity to
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1 other locations, that the growth the rapid growth. Five

2 years ago it was unbelievable. Today it"s just extremely
3 growing fast due to the economic iIssues.

4 The amount of growth that we*ve seen and in

5 our planning processes we"ve talked about earlier, the way
6 we see it is there is certainly a need for a hospital. We
7 wish that we could actually get it done quicker, but,

8 unfortunately, that"s how long healthcare takes. It"s a

9 plan, and so then our 2015 date for a new hospital is

10 actually going to be probably needed maybe even sooner than
11 that, due to our experience with our current services, how
12 they"re accessed and the continued population growth and
13 certainly the growth in that area, the economic

14 development.

15 MR. BURDEN: Your answer was sort of obtuse.
16 You never answered my question. However, I"m not going to
17 go further with it, because it"s been a long day, period.
18 Thank you for attempting. |I1°m not being facetious. 1 mean
19 that. 1711 mention communities like Grayslake and
20 Naperville, where they had opportunities and they really
21 wanted to build another hospital, and they built some very
22 elaborate, free-standing emergency centers that have
23 around-the-clock services and provide a lot that those

24 communities -- maybe not necessarily as affluent as Lake
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1 Forest. |I"m sitting here for a long time and looking at

2  the money, the numbers, everything that those people want
3 to accomplish. Great difference between need and want, and
4 that is a phrase that Dave Carvalho has engrained in me.

5 I"m sorry. | appreciate your attempt, but that"s what I™m

6 getting to, and 1*m not going to go further with it.

7 CHAIRMAN GALASSIE: Are we ready to bring

8 this item to a vote?

9 MR. HAYES: Mr. Chairman. You know, Ffirst, 1
10 wanted to ask the CFO, now who is the auditor of Centegra?
11 MR. ROSENBERGER: KPMG.

12 MR. HAYES: And Deloitte & Touche, 1 think,

13 you had a study done by, is that correct.

14 MR. ROSENBERGER: Yes, sir.

15 MR. HAYES: Who recommended them to do that
16 study?

17 MR. ROSENBERGER: We actually looked at a

18 couple different firms and tried to figure out who would

19 fit best with us and who we have had a relationship with in
20 the past. There was a partner that was with Deloitte &

21 Touche that used to be with Anderson. 1 hope that doesn"t
22 go against them, but we had a relationship with Anderson

23 prior to Anderson going down. We had a relationship with

24 this partner. He"s now with Deloitte, and that"s how we

MIDWEST LITIGATION SERVICES
www.midwestlitigation.com Phone: 1.800.280.3376 Fax: 314.644.1334

002284



OPEN SESSION 12/7/2011

Page 217
1 started the conversation.
2 MR. HAYES: Okay. So basically your -- has
3 Deloitte & Touche ever worked for you?
4 MR. ROSENBERGER: They"ve done a number of

5 different consulting engagements with us. To be honest

6 with you, I don"t think I would want KPMG to do this,

7 because I kind of want to separate church and state. So

8 KPMG takes care of our annual audits and everything is full
9 disclosure, and Deloitte can do other consulting with us.
10 KPMG can come In and see what Deloitte did at that point

11 and kind of have those check and balances. So, you do want
12 different organizations to do different parts. 1 didn"t

13 want to put everything in one basket. You want to have

14 that separation.

15 MR. HAYES: 1 certainly understand that. So
16 Deloitte & Touche has a significant amount of fees that you
17 have paid them over the years for non-attest functions; is
18 that correct.

19 MR. ROSENBERGER: Yes.

20 MR. HAYES: Okay. Obviously, this project has
21 a Board of Director approval; is that correct? But there
22 is certainly risks associated in the future, like funding,
23 with your A-1 rating. Was it A-1?

24 MR. ROSENBERGER? We"re an A-minus
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1 organization.

2 MR. HAYES: There"s also healthcare reform and
3 basically project feasibility. What assurance does the
4 Board have that you will go ahead and be able to complete

5 this project?

6 MR. ROSENBERGER: From a financial standpoint?
7 MR. HAYES: Well, any project -- any part of
8 it, really, here. Why would -- In a couple of years, if

9 the healthcare reform environment has changed significantly
10 or else the funding part of it, because you have -- you

11 haven®t obligated this project right now, have you.

12 MR. ROSENBERGER: We haven®t obligated this

13 project from a cash standpoint. We have the cash, so that
14 piece is not an issue. From a bond financing standpoint,
15 we"ve talked to a number of different organizations. We"ve
16 talked to banks, and based on what we put into the

17 application, I think we are more than satisfied that we can
18 get at or below the rate that we put into this application.
19 From a feasibility study, 1 think we came at things from a
20 pretty conservative standpoint and worked very closely with
21 Deloitte to come In and put a best guestimate out there.

22 None of us have a crystal ball, so from that standpoint

23 what happens a few years down the road -- we tried to take

24 into account everything we know now and all of the
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1 potential what-if scenarios to make sure we"re not over

2 stepping our bounds. So, to the best of our ability, the

3 best we can project right, now I think It"s a very

4 conservative estimate based on what the growth is in that

5 area, and we"re not decimating other organizations, and

6 we"re not decimating our own organization.

7 MR. HAYES: |If there was -- the competitive

8 environment was to change and if other -- and it could be a
9 variety of different areas or hospitals that could come iIn
10 and open a similar facility that would essentially infringe
11 on your market area, would you -- will you entertain the

12 possibility of not going forward with this project.

13 MR. EESLEY: You"re saying if somebody else

14 wanted to build a hospital in that market, would we not --
15 MR. HAYES: Would you oppose that and would

16 that stop your plans?

17 MR. EESLEY: 1 think the opposition to anybody
18 building a hospital in our market depends on need, and I

19 think that"s one of the things that we"ve been talking

20 about. Currently there is a need. Tha