19-094  ORIGINAL

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOAﬁt c E i w E D
APPLICATION FOR PERMIT

SECTION |. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICA'I'IOh‘P‘UG 26 20

This Section must be completed for all projects. N
Facility/Project Identification Prol AL AT
Facility Name: St. Elizabeth’s Hospital — Ambulatory Care Center Ve
Street Address: NWQ of the Intersection of Interstate 64 and North Green Mount Road

City and Zip Code: | O’Fallon 62269 ‘ '

County:j St. Clair County | Health Service Area ul | Health Planning Area: LF-()]

Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: | St. Elizabeth’s Hospital of the Hospital Sisters of the Third Order of St. Francis

Address:—| 211 South Third Street, Belleville, Illinois 62220

Name of Registered Agent. | Amy L. Marquardt

Name of Chief Executive Officer: —| Maryann Reese

CEO Address: | 211 South Third Street, Belleville, Illinois 62220

Telephone Number: | 618-641-5462

Type of Ownership of Applicant/Co-Applicant

X Non-profit Corporation ] Partnership
Ol For-profit Corporation O Governmental
] Limited Liability Company I:l Sole Proprietorship Il Other

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

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

APPEND DOGUMENTATi(
APPLICATION FORM. . -

Primary Contact
[Person to receive all correspondence or inquiries during the review period]

Name: | Susan Beeler

Title: | Project Manager

Company Name: | St. Elizabeth’s Hospital

Address:—| 211 South Third Street, Belleville, Illinois 62220

Telephone Number: | 6]8-234-2120 Ext. 2073

E-mail Address: | Susan.Beeler@hshs.org

Fax Number: | 618-222-4650

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

Name: | Janet Scheuerman

Title: | Senior Consultant

Company Name: | PRISM Healthcare Consulting

Address: | 1808 Woodmere Drive, Valparaiso, Indiana 46383

Telephone Number: | 219-464-3969

E-mail Address: | prismjanet@aol.com

Fax Number: L219-464-0027
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HsSI Page 1B

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT

SECTION |. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION
This Section must be completed for all projects.
Facility/Project Identification

Facility Name: St. Elizabeth’s Hospital — Ambulatory Care Center

Street Address: NWQ of the Intersection of Interstate 64 and North Green Mount Road

City and Zip Code: | O’Fallon 62269

County: | St. Clair County | Health Service Area | 11 | Health Planning Area: | F-01

Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: | Hospital Sisters Services, Inc.

Address: | 4936 LaVerna Road, Springfield, Illinois 62707

Name of Registered Agent: | Amy L. Marquardt

Name of Chief Executive Officer: | Maryann Reese

CEO Address: | 4936 LaVerna Road, Springfield, lllinois 62707

Telephone Number: | 217-523-5483

Type of Ownership of Applicant/Co-Applicant

= Non-profit Corporation O Partnership
O For-profit Corporation I___] Governmental
O Limited Liability Company ' Sole Proprietorship O Other

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

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

Priihary Contact
[Person to receive all correspondence or inquiries during the review period]

Name: | Susan Beeler

Title: | Project Manager

Company Name: | St. Elizabeth’s Hospital

Address: | 211 South Third Street, Belleville, Illinois 62220

Telephone Number: | 618-234-2120 Ext. 2073

E-mail Address: | Susan.Beeler@hshs.org

Fax Number: | 618-222-4650

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

Name: | Janet Scheuerman

Title: 7 Senior Consultant

Company Name: | PRISM Healthcare Consulting

Address: | 1808 Woodmere Drive, Valparaiso, Indiana 46383

Telephone Number: | 219-464-3969

E-mail Address: | prismjanet@aol.com

Fax Number: | 219-464-0027
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSHS Page 1C

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
APPLICATION FOR PERMIT

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

Facility Name: St. Elizabeth’s Hospital — Ambulatory Care Center

Street Address: NWQ of the Intersection of Interstate 64 and North Green Mount Road

City and Zip Code: | O’Fallon 62269 '

County:—| St. Clair County LHealth Service Area L]] | Health Planning Area: —| F-01

Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: | Hospital Sisters Health System

Address: | 4936 LaVerna Road, Springfield Illinois 62707

Name of Registered Agent: | Amy L. Marquardt

Name of Chief Executive Officer: | Mary Starmann-Harrison,

CEO Address: | 4936 LaVerna Road, Springfield, Illinois 62707

Telephone Number: | 217-523-5483

Type of Ownership of Applicant/Co-Applicant

X Non-profit Corporation | Partnership
| For-profit Corporation | Governmental
| Limited Liability Company ] Sole Proprietorship O Other

o Corporations and limited liability companies must provide an lllinois certificate of good standing.
o Partnerships must provide the name of the state in which organized and the name and address of
each partner specifying whether each is a general or limited partner.

APPLICATION FORM.

Primary Contact
[Person to receive all correspondence or inquiries during the review period]

Name: | Susan Beeler

Title: | Project Manager

Company Name: | St. Elizabeth’s Hospital

Address: | 211 South Third Street, Belleville, Illinois 62220

Telephone Number: | 618-234-2120 Ext. 2073

E-mail Address: | Susan.Beeler@hshs.org

Fax Number: | 618-222-4650

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

Name: | Janet Scheuerman

Title: | Senior Consultant

Company Name: | PRISM Healthcare Consulting

Address: | 1808 Woodmere Drive, Valparaiso, Indiana 46383

Telephone Number: | 219-464-3969

E-mail Address: | prismjanet@aol.com

Fax Number: Lzl 9-464-0027
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Additional Contacts :
[Person who is also authorized to discuss the application for permit]

Name: | Clare Connor Ranalli

Title: [ Partner

Company Name: LMCDermott Will & Emery

Address: | 227 West Monroe Street, Chicago, llinois 60606

Telephone Number: | 312-984-3365

E-mail Address: | cranallii@mwe.com

Fax Number: | 312-277-2964

Name: 1 Edwin Parkhurst

Title: | Managing Principal

Company Name: | PRISM Healthcare Consulting

Address: | 800 Roosevelt Road Bldg E Suite 110 Glen Ellyn, Illinois 60137

Telephone Number: | 630-790-5089

E-mail Address: | eparkhurst@consultprism.com

Fax Number: ] 630-790-2696

Name: | Amy Ballance

Title: | Vice President, Business Development and Strategy

Company Name: | HSHS Southern Illinois Division

Address: | 224 West Garfield Belleville, Illinois 62220

Telephone Number: | 618-334-4009 (cell)

E-mail Address: | Amy.Ballance@hshs.org

Fax Number: ] 618-222-1100

| Name: | Amy L. Marquardt

Title: | Registered Agent

Company Name: | Hospital Sisters Health System

Address: | 4936 LaVerna Road Springfield, lllinois 62707

Telephone Number: | 217-492-9167

E-mail Address: | Amy.Marquardt@hshs.org

Fax Number: | 217-523-0542
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
Page 2

Post Permit Contact
[Person to receive all correspondence subsequent to permit issuance-THIS PERSON MUST BE EMPLOYED
BY THE LICENSED HEALTH CARE FACILITY AS DEFINED AT 20 ILCS 3960

Name: LSusan Beeler

Title: | Project Manager

Company Name: | St. Elizabeth’s Hospital

Address: | 211 South Third Street, Belleville, 1llinois 62220

Telephone Number: | 618-234-2120 Ext. 2073

E-mail Address: ] Susan.Beeler@hshs.org

Fax Number: |i18-222-4650

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner. | O’Fallon Medical Office Building, LLC

Address of Site Owner: | 839 N. Jefferson St., Milwaukee, WI 53202

Street Address or Legal Description of Site: ] See Site Ownership Attachment 2, Exhibit 2

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

ownership, an option to lease a letter of mtent to lease ora lease

APPEND DOCUMENTATION AS ATTACHMENT-Zl IN NUMERIC SEQUENTIAL ORIER AFTE . _HE LAST PAGE OF.THE
APPLICATION FORM.. REE ) e

Operating IdentltyILlcensee
[Provide this information for each applicable facility, and insert after this page.]
Exact Legal Name:

Address: |

X Non-profit Corporation d Partnership

] For-profit Corporation ] Governmental

O Limited Liability Company | Sole Proprietorship O Other

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

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

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

Orgamzatnonal Relatlonshl@

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

.....

S AT ERIC NTIAL ORDER AF TE T PAGE OF THE.
APPLICATION FORM, .~ © o e e T i P e T
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
Page 3

Flood Plain Requirements

Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2005-5
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements
please provide a map of the proposed project location showing any identified floodplain areas. Floodplain
maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.orq. This map must be in a
readable format. In addition please provide a statement attesting that the project complies with the
requirements of lllinois Executlve Order #2005 5 (_=p /Iwww hfsrb |II|n0|s gg_\L)

APPEND DOCUMENTATION AS ATTACHMENT -5l IN NUMERIC SEQUENTIAL ORDER AFTER‘THE LAST PAGE OF THE
APPLICATION FORM. - - ;

Historic Resources Preservation Act Requirements
[Refer to application instructions.]

Provide documentation regarding compliance with the requirements of the Historic Resources
Preservatlon Act

APPEND DOCUMENTATION AS ATTACHMEN IN NUMERIC LASTPAGE OF THE
APPLICATION FORM. - ; B R ;

DESCRIPTION OF PROJECT

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

Part 1120 Applicability or Classification:
Part 1110 Classification: [Check one only.]
O  Substantive O Part 1120 Not Applicable

[ Category A Project
X Non-substantive B] Category B Project

{] DHS or DVA Project

80D SEB ACC 7182014
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2. Narrative Description

Provide in the space below, a brief narrative description of the project. Explain WHAT is to be done in State Board
defined terms, NOT WHY it is being done. If the project site does NOT have a street address, include a legal
description of the site. Include the rationale regarding the project's classification as substantive or non-substantive.

Relocation of Hospital Services into Lease Space

St. Elizabeth's Hospital (St. Elizabeth's, Hospital), Hospital Sisters Services, Inc. (HSSI) and
Hospital Sisters Health System (HSHS) are proposing to relocate selected hospital services into
leased space in an Ambulatory Care Center/Physician Office Building (ACC/POB) directly
linked to the replacement hospital being proposed by St. Elizabeth's on a new site. The
ACC/POB will be constructed on land owned by HSHS, which will own and manage the
building. The latter entity will be the landlord on the lease to the Hospital with respect to leased

space it will use for certain hospital based services, physician offices and administrative space.

When relocated, St. Elizabeth's replacement hospital and the leased space in the ACC/POB will
be readily accessible by the major highways serving the Metro East region which includes the
established market area of the Hospital. The project, including the leased space, has been
designed to meet the challenges of the evolving health care delivery environment and to preserve
the Hospital's ability to continue the mission of the Hospital Sisters to care for all, especially the

poor and vulnerable, with a spirit of respect, care, competence, and joy.

Consistent with emerging health care trends, the services proposed for the leased space will
support St. Elizabeth's role as a regional care center and contribute to its recognized ability to
provide quality, safe patient care. It will contain outpatient services, the emerging growth

services in health care today.

The proposed new facility does not yet have an address. It will be located in the NWQ of the
intersection of Interstate 64 and North Green Mount Road in O’Fallon and Unincorporated in
St. Clair County, Illinois. The parcels included in the site are detailed in Attachment 2, Site

Ownership.

The cost of constructing the ACC/POB is not a hospital cost. Rather, the developer O’Fallon
Medical Building LLC is constructing the building at a total cost to it of $52,036,950. The
Hospital is leasing space within the building. The Fair Market Value of the leased space was
determined by allocating a portion of the construction and related project costs to the leased

space. The leased space will include 65,269 of DGSF and the cost associated with that space is

80D SEB ACC 718 2014 Narrative
DM US 54329961-2.T13706.0010 7
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$34,243,594. Approximately 30,220 of the GSF leased by the hospital will be used by a
residency program clinic, physician office space and for administrative offices. The Hospital
and the ACC/POB are expected to be ready for occupancy at the same time. The expected
completion date of both is expected to be December 31, 2017.

The applicants are simultaneously filing two applications; the first is for the relocation of the
Hospital and the second, the subject of this application, for an Ambulatory Care Center with

hospital services in leased space.

In accordance with Public Act 93-31 (a), this application is classified as non-substantive.

80D SEB ACC 718 2014 Narrative
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Project Costs and Sources of Funds — Ambulatory Care Center (Leased Space)

APPLICATION FOR PERMIT- July 2013 Edition

Page 5

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

project or any component of a project is to be accomplished by lease, donation, gift, or other means, the
fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated
project cost. If the project contains non-reviewable components that are not refated to the provision of
health care, complete the second column of the table below. Note, the use and sources of funds must

equal.
Project Costs and Sources of Funds
USE OF FUNDS CLINICAL NONCLINICAL TOTAL

Preplanning Costs $403,161 $316,770 $719,932
Site Survey and Soil Investigation 18,626 14,635 33,261
Site Preparation 1,624,894 1,276,704 2,901,598
Off Site Work 606,146 476,258 1,082,404
New Construction Contracts 0 0 0
Modernization Contracts 0 0 0
Contingencies 0 0 0
Architectural/Engineering Fees 492,606 387,048 879,654
Consulting and Other Fees 1,133,433 890,555 2,023,988
Movable or Other Equipment (not in construction

contracts} 3,0889,658 2,427,591 5,517,249
Bond Issuance Expense (project related) 94,356 74,137 168,493
Net Interest Expense During Construction (project

related) 850,655 668,372 1,519,027
Fair Market Value of Leased Space or Equipment 7,716,892 6,063,280 13,780,172
Other Costs To Be Capitalized 3,145,976 2,471,841 5,617,817
Acquisition of Building or Other Property (excluding

land) 0 0 0
TOTAL USES OF FUNDS $19,176,403 $15,067,191 $34,243,594

SOURCE OF FUNDS CLINICAL NONCLINICAL TOTAL

Cash and Securities $5,229,193 $4,108,652 $9,337,845
Pledges 0 0 0
Gifts and Bequests 167,703 131,767 299,470
Bond Issues (project related) 13,779,516 10,826,762 24,606,278
Mortgages 0 0 0
Leases (fair market value) 0 0
Governmental Appropriations 0 0
Grants 0 0
Other Funds and Sources 0 0

TOTAL SOURCES OF FUNDS

'NOTE: ITEMIZATION OF EAGH LINE ITEMMUS
THE LAST PAGE OF THE APPLICATION FOR

15,067,181

$34,243,594
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
Page 6

Related Project Costs
Provide the following information, as applicable, with respect to any land related to the project that
will be or has been acquired during the last two calendar years:

Land acquisition is related to project ] Yes X No
Purchase Price:  $
Fair Market Value: $
* The O'Fallon site was purchased in November 2011 (See Attachment 2)

The project involves the establishment of a new facility or a new category of service

] Yes Xl No
If yes, provide the dollar amount of all non-capitalized operating start-up costs (including
operating deficits) through the first full fiscal year when the project achieves or exceeds the target
utilization specified in Part 1100.

Estimated start-up costs and operating deficit costis $ _ NA .

Project Status and Completion Schedules

Indicate the stage of the project’s architectural drawings:
] None or not applicable (] Preliminary
X] Schematics [] Final Working

Anticipated project completion date (refer to Part 1130.140):  St. Elizabeth’s relocation
project will be completed by December 31, 2017. The attached Ambulatory Care
Center/Physician Office Building will be completed on the same date.

Indicate the following with respect to project expenditures or to obligation (refer to Part
1130.140):

[] Purchase orders, leases or contracts pertaining to the project have been executed.
[] Project obligation is contingent upon permit issuance. Provide a copy of the
contingent “certification of obligation” document, highlighting any language related to
CON Contingencies

X Project obligation will occur after permit issuance.

APPEND DOCUMENTATI(
APPLICATION FOR

State Agency Submittals

Are the following submittals up to date as applicable:
X Cancer Registry
X APORS
X Al formal document requests such as |DPH Questionnaires and Annual Bed Reports been
submitted
E All reports regarding outstanding permits
[X] ESRD DPH Facility Survey @ lllinois.gov - Not applicable.

Failure to be up to date with these requirements will result in the application for permit being
deemed incomplete.

80D SEB ACC 718 2014
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
Page 7

Cost Space Requirements Not applicable. There is neither square footage nor capital
costs associated with this project.

Provide in the following format, the department/area DGSF or the building/area BGSF and cost. The type
of gross square footage either DGSF or BGSF must be identified. The sum of the department costs
MUST equal the total estimated project costs. Indicate if any space is being reallocated for a different
purpose. Include outside wall measurements plus the department’s or area’s portion of the surrounding
circulation space. Explain the use of any vacated space.

Gross Square Feet Amount of ProposeTc_ihZ?::! Gross Square Feet

NeW | modemnized | Asts | Vacated

Dept. / Area Cost Existing | Proposed Const. Space

REVIEWABLE

Medical Surgical

Intensive Care

Diagnostic
Radiology

MRI

Total Clinical

NON
REVIEWABLE

Administrative

Parking

Gift Shop

Total Non-clinical

TOTAL

APPEND DOCUMENTATION AS ATTACHMENT»S, N NUMERIC SEQUENTIAL ORDER ‘AF TH AST PAGE OFTHE :
{APPLICATION FORM. " W e T e
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Facility Bed Capacity and Utilization
Complete the following chart, as applicable. Complete a separate chart for each facility that is a part of
the project and insert following this page. Provide the existing bed capacity and utilization data for the
latest Calendar Year for which the data are available. Include observation days in the patient day
Any bed capacity discrepancy from the Inventory will result in the

application being deemed incomplete.

totals for each bed service.

APPLICATION FOR PERMIT- July 2013 Edition
Page 8

FACILITY NAME: St. Elizabeth’s Hospital

CITY: Belleville, Illinois

REPORTING PERIOD DATES:

From: January I, 2013

to: December 31, 2013

Category of Service Authorized Admissions | Patient Days 2 | Bed Proposed
Beds Changes Beds ¢
Medical/Surgical 202 6,066 24,181 (102) 100
Obstetrics/Gyn 30 1,038 2,342 (18) 12
Pediatrics 14 0 0 (14) 0
Intensive Care 24 1,318 " 5,074 (8) 16
Comprehensive Physical
Rehabilitation 33 463 5,416 (17) 16
Acute/Chronic Mental lliness ° 35 1,458 5,888 (35) 0
Neonatal Intensive Care
General Long Term Care
Specialized Long Term Care
Long Term Acute Care
Other ((identify)
TOTALS: 338 10,343 42,901 (194) 144
~ ' Direct Admissions Only
% Excludes observation days

e Medical Surgical 2,976

s Pediatrics 0

o Intensive Care 47

o Obstetrics/Gynecology 94

e Acute Mental Illness 0

o Rehabilitation Beds

Total 3,117

3 The HFSRB approved the discontinuation of the Acute/Chronic Mental Iliness Category
of Service on September 24, 2013, Permit 13-034.

4.

80D SEB ACC 7182014
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD
: SEB . Page 9A

CERTIFICATION
The application must be signed by the authorized representative(s) of the applicant entity. The
authorized representative(s) are:

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

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

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

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more
beneficiar_ies do not exist); and

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

This Application for Permit is filed on the behalf of St. Elizabeth’s Hospital of the Hospital

Sisters of the Third Order of St. Francis *

in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this application for
permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required

for this application is sent herewith or will be paid upon request. ;

SIGNATUREY SIGNATURE

Marvann L. Reese

PRINTED NAME

President and CEOQ
PRINTED TITLE

| Notarization: )
Subscrihed and sworn to before mLeL
3@ day of '

this

b “OFFICIAL SEAL”
Seal < YVONNE § STRODER
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES 12/10/2015

*Insert EXACT legal name of the applicant

Lawrence P. Schumacher
PRINTED NAME

Chief Operating Officer
Hospital Sisters Health System

PRINTED TITLE

Notarization:

Subscribed and sworn to before me
thisf / _ day O&Méd/l/

OFFICIAL SEAL
DONNA J CHASE
Notary Public - State of lllinois
My Commission Expires Jun 21, 2018

80C2 SEBHR 6 7 2014
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSSI Page 9B

CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The
authorized representative(s) are:

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

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

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

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more
beneficiaries do not exist); and

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

*

This Application for Permit is filed on the behalf of ___Hospital Sisters Services, Inc.
in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this application for
permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required
for this application is sent herewith or will be paid upon request.

ggé%%@g@mﬁg@;m WWM

PRINTED TITLE
Notarization: Notarization:

Subscribed and swormto before Subscribed and swarato before m
thi day OMO/% this_ﬁz day of/ Z? ced %J/ ' o//

SIGNATURE
Mary Starmann-Harrison Lawrence P. Schumacher
PRINTED NAME PRINTED NAME
President and Chief Executive Officer Chief Operating Officer .
PRINTED TITLE Hospital Sisters Health-SystermSe rv« ces

OFFICIAL SEAL
DONNA J CHASE
Notary Public - State of lllinois
My Commission Expires Jun 21, 2018

OFFICIAL SEAL
DONNA J CHASE

Notary Public - State of lllinois

My Commission Expires Jun 21, 2018

80D SEB ACC/POB 7 18 2014
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
Page 55

CERTIFICATION

The application must be signed by the authorized representative(s) of the applicant entity. The
authorized representative(s) are:

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

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

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

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or more
beneficiaries do not exist); and

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

*

This Application for Permit is filed on the behalf of _ Hospital Sisters Health System
in accordance with the requirements and procedures of the lllinois Health Facilities Planning Act.
The undersigned certifies that he or she has the authority to execute and file this application for
permit on behalf of the applicant entity. The undersigned further certifies that the data and
information provided herein, and appended hereto, are complete and correct to the best of his or
her knowledge and belief. The undersigned also certifies that the permit application fee required
for this application is sent herewith or will be paid upon request.

SIGNATURE SIGNATURE

Mary Starmann-Harrison Lawrence P. Schumacher
PRINTED NAME PRINTED NAME

President and Chief Executive Officer Chief Operating Officer
PRINTED TITLE PRINTED TITLE
Notarization: Notarization:

Subscribed and swormto before me Subscribed and swora-to before me
thi day o@&@;&@/ 7 thigd /__ dayo - 4

OFFICIAL SEAL
DONNA J CHASE
Notary Public - State of Nlinois
My Commission Expires Jun 21, 2018

Notary Public - State of litinois
My Commission Expires Jun gt, 2018

*Insert EXACT legal name of the applicant
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSSI Page 9C

SECTION IIl - BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

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

Criterion 1110.230 - Background, Purpose of the Project, and Alternatives

READ THE REVIEW CRITERION and provide the following required information:
BACKGROUND OF APPLICANT

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

2. A certified listing of any adverse action taken against any facility owned and/or operated by the applicant
during the three years prior to the filing of the application.

3. Autharization permitting HFSRB and DPH access to any documents necessary to verify the information
submitted, including, but not limited to: official records of DPH or other State agencies; the licensing or
certification records of other states, when applicable; and the records of nationally recognized accreditation
organizations. Failure to provide such authorization shall constitute an abandonment or withdrawal
of the application without any further action by HFSRB.

4. If, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utilized to fulfill the information requirements of
this criterion. In such instances, the applicant shall attest the information has been previously provided, cite
the project number of the prior application, and certify that no changes have occurred regarding the
information that has been previously provided. The applicant is able to submit amendments to previously
submitted information, as needed, to update and/or clarify data.

FTERTHE LAST

APPEND DOCUMENTATION AS ATTACHMENT-11,'IN’ NUMERIC SEQLIENTIA
- E YMENT 1

PAGE OF THE APPLICATION FOR

PURPOSE OF PROJECT

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

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

3. ldentify the existing problems or issues that need to be addressed, as applicable and appropriate for the
project. [See 1110.230(b) for examples of documentation.]

4. Cite the sources of the information provided as documentation.

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

6. Provide goals with quantified and measurable objectives, with specific timeframes that relate to achieving
the stated goals as appropriate.

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

se of the Prc ject" wnII be included in thf‘:State Board Report

APPEND DOCUMENTATION AS ATTACHMENT-1 IN NLIMERIC SEQ NTIAL ORDER AFTER.THE LAST
-6) MUST BE IDENTIFIED IN ATTACHMENT 12, .

e Lo A P
PAGE OF THE APPLICATION FORM EACH ITEM (1

s .S%,w
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition

HSSI Page 9C
ALTERNATIVES
1) Identify ALL of the alternatives to the proposed project:
Alternative options must 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;

C) Utilizing other health care resources that are available to serve all or a portion of
the population proposed to be served by the project; and
D) Provide the reasons why the chosen altemative was selected.
2) Documentation shall consist of a comparison of the project to alternative options. The

comparison shall address issues of total costs, patient access, quality and financial
benefits in both the short term (within one to three years after project completion) and long
term. This may vary by project or situation. FOR EVERY ALTERNATIVE IDENTIFIED
THE TOTAL PROJECT COST AND THE REASONS WHY THE ALTERNATIVE WAS
REJECTED MUST BE PROVIDED.

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

APBEND DOCUMENTATION AS ATT
‘PAGE OF THE APPLICATION FORM:

by
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSSI Page 9C

SECTION IV - PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE
Criterion 1110.234 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the following information:

SIZE OF PROJECT:

1. Document that the amount of physical space proposed for the proposed project is necessary and not
excessive. This must be a narrative.

2. If the gross square footage exceeds the BGSF/DGSF standards in Appendix B, justify the discrepancy by
documenting one of the following::

a. Additional space is needed due to the scope of services provided, justified by clinical or operational
needs, as supported by published data or studies;

b. The existing facility’s physical configuration has constraints or impediments and requires an
architectural design that results in a size exceeding the standards of Appendix B;

¢. The project involves the conversion of existing space that results in excess square footage.

Provide a narrative for any discrepancies from the State Standard. A table must be provided in the
following format with Attachment 14.

SIZE OF PROJECT
DEPARTMENT/SERVICE PROPOSED STATE DIFFERENCE MET
BGSF/DGSF STANDARD STANDARD?

APPEND DOCUMENTA]'ION AS ATTACHMENT-14, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. ) .

PROJECT SERVICES UTILIZATION: NOT APPLICABLE

This criterion is applicable only to projects or portions of projects that involve services, functions or equipment
for which HFSRB has established utilization standards or occupancy targets in 77 lll. Adm. Code 1100.

Document that in the second year of operation, the annual utilization of the service or equipment shall meet or exceed the
utilization standards specified in 1110.Appendix B. A narrative of the rationale that supports the projections must be
provided.

A table must be provided in the following format with Attachment 15.

UTILIZATION
DEPT./ HISTORICAL PROJECTED STATE MET
SERVICE UTILIZATION UTILIZATION | STANDARD | STANDARD?
(PATIENT DAYS)
(TREATMENTS)
ETC.

YEAR 1
YEAR 2

APPEND DOCUMENTATIAON, Y.
APPLICATION FORM. * 7!
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSSI1 Page 9C

UNFINISHED OR SHELL SPACE: NOT APPLICABLE
Provide the following information:
1. Total gross square footage of the proposed shell space;

2. The anticipated use of the shell space, specifying the proposed GSF to be allocated to each
department, area or function;

3. Evidence that the shell space is being constructed due to
a. Requirements of governmental or certification agencies; or
b. Experienced increases in the historical occupancy or utilization of those areas proposed
to occupy the shell space.

4. Provide:
a. Historical utilization for the area for the latest five-year period for which data are
available; and
b. Based upon the average annual percentage increase for that period, projections of future
utilization of the area through the anticipated date when the shell space will be placed
into operation.

o SEQUENTIAL

APPEND DOCUMENTATIONASATTACHMENT . INNUI
APPLICATION FORM. R

TER THE LAST PAGE OF THE

ASSURANCES: N/A
Submit the following:
1. Verification that the applicant will submit to HFSRB a CON application to develop and utilize the
shell space, regardless of the capital thresholds in effect at the time or the categories of service

involved.

2. The estimated date by which the subsequent CON application (to develop and utilize the subject
shell space) will be submitted; and

3. The anticipated date when the shell space will be completed and placed into operation.

APPEND DOCUMENTATION As ATTACHMENT-17, IN NUMERIC SEQUEN'HAL ORDE TER THE LAST PAGE OF THE

APPLICATION FORM.

80D SEB ACC 718 2014

DM _US 54329961-2.T13706.0010 19

8/22/2014 11:40 AM




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition

HSS! Page 9C
0. Criterion 1110.3030 - Clinical Service Areas Other than Categories of Service
1. Applicants proposing to establish, expand and/or modernize Clinical Service Areas Other than
Categories of Service must submit the following information:
2. Indicate changes by Service: Indicate # of key room changes by action(s):
# Existing # Proposed
Service Key Rooms Key Rooms
X Mammography 4 4
X Pain Management 1 1
[ _ _ -
3. READ the applicable review criteria outlined below and submit the required documentation

for the criteria:

PROJECT TYPE REQUIRED REVIEW CRITERIA

Need Determination -
Establishment

New Services or Facility or Equipment (b) -

Service Modernization Deteriorated Facilities

and/or

Necessary Expansion

PLUS

Utilization — Major Medical
Equipment

Or

Utilization — Service or Facility

APPEND DOCUMENTATION AS AT { AFTER THE LAST PAGE OF THE -
APPLICATION FORM: Nty g
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSSI Page 9C

The following Sections DO NOT need to be addressed by the applicants or co-applicants responsible for
funding or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from
Fitch’s or Standard and Poor's rating agencies, or A3 or better from Moody's (the rating shall be affirmed
within the latest 18 month period prior to the submittal of the application):

e Section 1120.120 Availability of Funds - Review Criteria
e Section 1120.130 Financial Viability = Review Criteria
+ Section 1120.140 Economic Feasibility - Review Criteria, subsection (a)

VIil. - 1120.120 - Availability of Funds
NOT APPLICABLE - APPLICANT A HAS A BOND RATING OF AA

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 from the following
sources, as applicable: Indicate the dollar amount to be provided from the following sources:

a) Cash and Securities — statements (e.g., audited financial statements, letters from financial
institutions, board resolutions) as to:

1) the amount of cash and securities available for the project, including the
identification of any security, its value and availability of such funds; and

2) interest to be eamed on depreciation account funds or to be earned on any
asset from the date of applicant's submission through project completion;

b) Pledges - for anticipated pledges, a summary of the anticipated pledges showing anticipated
receipts and discounted value, estimated time table of gross receipts and related fundraising
expenses, and a discussion of past fundraising expenience.

c) Gifts and Bequests - verification of the dollar amount, identification of any conditions of use, and
the estimated time table of receipts;

d) Debt — a statement of the estimated terms and conditions (including the debt time period, variable
or permanent interest rates over the debt time period, and the anticipated repayment schedule) for
any interim and for the permanent financing proposed to fund the project, including:

1) For general obligation bonds, proof of passage of the required referendum or
evidence that the governmental unit has the authority to issue the bonds and
evidence of the dollar amount of the issue, including any discounting
anticipated;

2) For revenue bonds, proof of the feasibility of securing the specified amount and
interest rate;

3) For mortgages, a letter from the prospective lender attesting to the expectation
of making the loan in the amount and time indicated, including the anticipated
interest rate and any conditions associated with the mortgage, such as, but not
limited to, adjustable interest rates, balloon payments, etc.;

4) For any lease, a copy of the lease, including all the terms and conditions,
including any purchase options, any capital improvements to the property and
provision of capital equipment;

5) For any option to lease, a copy of the option, including all terms and conditions.

e) Governmental Appropriations — a copy of the appropriation Act or ordinance accompanied by a
statement of funding availability from an official of the governmental unit. If funds are to be made
available from subsequent fiscal years, a copy of a resolution or other action of the governmental
unit attesting to this intent;

f Grants - a letter from the granting agency as to the availability of funds in terms of the amount and
time of receipt;

9) All Other Funds and Sources - verification of the amount and type of any other funds that will be
used for the project.

TOTAL FUNDS AVAILABLE

APPEND DOCUMENTATION AS
APPLICATION FORM

ATTACHMENT-36, IN"NUMERIC SEQUENTIAL ORDER AFTER THE'LAST: PAGE OF THE?"< .
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
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IX. 1120.130 - Financial Viability = NOT APPLICABLE ~ AA BOND RATING

All the applicants and co-applicants shall be identified, specifying their roles in the project funding or
guaranteeing the funding (sole responsibility or shared) and percentage of participation in that funding.

Financial Viability Waiver

The applicant is not required to submit financial viability ratios if:

1. “A” Bond rating or better

2. All of the projects capital expenditures are completely funded through internal sources

3. The applicant’s current debt financing or projected debt financing is insured or anticipated to be
insured by MBIA (Municipal Bond Insurance Association Inc.) or equivalent

4. The applicant provides a third party surety bond or performance bond letter of credit from an A
rated guarantor.

See Section 1120.130 Financial Waiver for information to be provided

APPEND DOCUMENTATION AS ATTACHMENT-37, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM.

The applicant or co-applicant that is responsible for funding or guaranteeing funding of the project shall provide
viability ratios for the latest three years for which audited financial statements are available and for the first full
fiscal year at target utilization, but no more than two years following project completion. When the applicant's
facility does not have facility specific financial statements and the facility is a member of a health care system that
has combined or consolidated financial statements, the system's viability ratios shall be provided. If the health care
system includes one or more hospitals, the system's viability ratios shall be evaluated for conformance with the
applicable hospital standards.

Provide Data for Pro;ects Classifi ed Category Aor Ca?egory B(l Category B
o , f ' PR R (Projected)
Enter Historical andlor Pro;ected o N/A - AA RATED
Years e

Current Ratio

Net Margin Percentage

Percent Debt to Total Capitalization

Projected Debt Service Coverage

Days Cash on Hand

Cushion Ratio

Provide the methodology and worksheets utilized in determining the ratios detailing the calculation
and applicable line item amounts from the financial statements. Complete a separate table for each
co-applicant and provide worksheets for each.

2. Variance
Applicants not in compliance with any of the viability ratios shall document that another organization,

public or private, shall assume the legal responsibility to meet the debt obligations should the
applicant default.

APPEND DOCUMENTATION AS ATTACHMENT 38, INNUMERICAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM e b & e B
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X. 1120.140 - Economic Feasibility

This section is applicable to all projects subject to Part 1120.

A. Reasonableness of Financing Arrangements

The applicant shall document the reasonableness of financing arrangements by submitting a
notarized statement signed by an authorized representative that attests to one of the following:

1) That the total estimated project costs and related costs will be funded in total with cash
and equivalents, including investment securities, unrestricted funds, received pledge
receipts and funded depreciation; or

2) That the total estimated project costs and related costs will be funded in total or in part by
borrowing because:

A) 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 and 1.5 times for all other facilities; or

B) 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.

N/A - DOUBLE A RATED
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:

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.

C. Reasonableness of Project and Related Costs
Read the criterion and provide the following:

1. Identify each department or area impacted by the proposed project and provide a cost
and square footage allocation for new construction and/or modernization using the
following format (insert after this page).

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A B Cc D E F G H
Department Total
(list below) Cost/Square Foot Gross Sq. Ft. Gross Sq. Ft. Const. $ Mod. $ Cost
New Mod. New Circ.* Mod. Circ.* (Ax C) (Bx E) (G+H)

Contingency

TOTALS
* Include the percentage (%) of space for circulation
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D. Projected Operating Costs

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

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.

APPEND DOCUMENTA'HON ‘AS ATTACHMENT -39, IN NUM RIC SEQUENTIAL ORDER ‘AFTER THELAST PAGE OF THE
APPLICATION FORM 4

Xl. Safety Net Impact Statement

SAFETY NET IMPACT STATEMENT that describes all of the following must be submitted for ALL SUBSTANTIVE AND
DISCONTINUATION PROJECTS:

1. The project's material impact, if any, on essential safety net services in the community, to the extent that it is feasible for an
applicant to have such knowledge.

2. The project's impact on the ability of another provider or health care system to cross-subsidize safety net services, if reasonably
known to the applicant.

3. How the discontinuation of a facility or service might impact the remaining safety net providers in a given community, if
reasonably known by the applicant.

Safety Net Impact Statements shall also include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the amount of charity care provided by the applicant. The
amount calculated by hospital applicants shall be in accordance with the reporting requirements for charity care reporting in the
llinois Community Benefits Act. Non-hospital applicants shall report charity care, at cost, in accordance with an appropriate
methodology specified by the Board.

2. For the 3 fiscal years prior to the application, a certification of the amount of care provided to Medicaid patients. Hospita! and non-
hospital applicants shail provide Medicaid information in a manner consistent with the information reported each year to the lllinois
Department of Public Heaith regarding "Inpatients and Outpatients Served by Payor Source" and "Inpatient and Outpatient Net
Revenue by Payor Source” as required by the Board under Section 13 of this Act and published in the Annual Hospital Profile.

3. Any information the applicant believes is directly relevant to safety net services, including information regarding teachlng.
research, and any other service.

A table in the following format must be provided as part of Attachment 43.

Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patients) Year Year Year
Inpatient
Qutpatient
Total
Charity {cost In dollars)
Inpatient
Outpatient
Total
MEDICAID
Medicald (# of patients) Year  Year Year
inpatient
Qutpatient
Total
Medicaid (revenue)
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Inpatient

Outpatient

XIl. Charity Care Information

Charity Care information MUST be furnished for ALL projects.

1. All applicants and co-applicants shall indicate the amount of charity care for the latest three audited fiscal years, the cost
of charity care and the ratio of that charity care cost to net patient revenue.

2. If the applicant owns or operates one or more facilities, the reporting shall be for each individual facility located in lllinois. If
charity care costs are reported on a consolidated basis, the applicant shall provide documentation as to the cost of charity
care; the ratio of that charity care to the net patient revenue for the consolidated financial statement; the allocation of
charity care costs; and the ratio of charity care cost to net patient revenue for the facility under review.

3. If the applicant is not an existing facility, it shall submit the facility's projected patient mix by payer source, anticipated
charity care expense and projected ratio of charity care to net patient revenue by the end of its second year of operation.

Charity care” means care provided by a health care facility for which the provider does not expect to receive payment from
the patient or a third-party payer. (20 ILCS 3960/3) Charity Care must be provided at cost.

A table in the following format must be provided for all facilities as part of Attachment 44.

CHARITY CARE

Year Year Year

Net Patient Revenhue

Amount of Charity Care (charges)
Cost of Charity Care

I0 DOCUMENTATION
APPLICATION FORM. 10"

%
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After paginating the entire, completed application, indicate in the chart below, the page numbers for the
attachments included as part of the project's application for permit:

NO.

ATTACHMENT

INDEX OF ATTACHMENTS

PAGES

Applicant/Coapplicant Identification including Certificate of Good
Standing :

27-30

Site Ownership

31-79

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

N/A

Organizational Relationships (Organizational Chart) Certificate of
Good Standing Etc.

82-83

Flood Plain Requirements

85

Historic Preservation Act Requirements

86

Project and Sources of Funds Itemization

87-89

Obligation Document if required

Cost Space Requirements

91-92

Discontinuation

Background of the Applicant

94

Purpose of the Project

95-107

Alternatives to the Project

108-112

Size of the Project

114

Project Service Utilization

115-125

Unfinished or Shell Space

Assurances for Unfinished/Shell Space

Master Design Project

Mergers, Consolidations and Acquisitions

Service Specific:

Medical Surgical Pediatrics, Obstetrics, ICU

Comprehensive Physical Rehabilitation

Acute Mental lliness

Neonatal Intensive Care

QOpen Heart Surgery

Cardiac Catheterization

In-Center Hemodialysis

Non-Hospital Based Ambulatory Surgery

Selected Organ Transplantation

Kidney Transplantation

Subacute Care Hospital Model!

Children’s Community-Based Health Care Center

Community-Based Residential Rehabilitation Center

Long Term Acute Care Hospital

Clinical Service Areas Other than Categories of Service

Freestanding Emergency Center Medical Services

Financial and Economic Feasibility:

Availability of Funds

Financial Waiver

126-140

Financial Viability

I

Economic Feasibility

141-144

Safety Net Impact Statement

145-148

Charity Care Information

149-150
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Attachments:
SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION

Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: | St. Elizabeth’s Hospital of the Hospital Sisters of the Third Order of St. Francis

Address: | 211 South Third Street, Belleville, 1llinois 62220

Name of Registered Agent: | Amy L. Marquardt

Name of Chief Executive Officer: | Maryann Reese

CEO Address: 1 211 South Third Street, Belleville, Illinois 62220

Telephone Number: | 618-641-5462

Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: | Hospital Sisters Services, Inc.

Address: | 4936 LaVerna Road, Springfield Illinois 62707

Name of Registered Agent: | Amy L. Marquardt

Name of Chief Executive Officer. | Mary Starmann-Harrison,

CEO Address: ] 4936 LaVerna Road, Springfield, Illinois 62707

Telephone Number: | 217-523-5483

Applicant /Co-Applicant Identification
[Provide for each co-applicant [refer to Part 1130.220].

Exact Legal Name: | Hospital Sisters Health System

Address: | 4936 LaVerna Road, Springfield Illinois 62707

Name of Registered Agent: | Amy L. Marquardt

Name of Chief Executive Officer. | Mary Starmann-Harrison,

CEO Address: | 4936 LaVerna Road, Springfield, Illinois 62707

Telephone Number: | 217-523-5483

See Attached Certificates of Good Standing.
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File Number 3515-860-0

To all to whom these Presents Shall Come, Greeling:

1, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

ST. ELIZABETH'S HOSPITAL OF THE HOSPITAL SISTERS OF THE THIRD ORDER OF ST.
FRANCIS, A DOMESTIC CORPORATION, INCORPORATED UNDER THE LAWS OF THIS
STATE ON APRIL 11. 1955, APPEARS TO HAVE COMPLIED WITH ALL THE PROVISIONS
OF THE GENERAIL NOT FOR PROFIT CORPORATION ACT OF THIS STATE, AND AS OF
THIS DATE, IS IN GOOD STANDING AS A DOMESTIC CORPORATION IN THE STATE OF
ILLINOIS.

In Testimony Whereof, 1 hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 31ST
day of MARCH A.D. 2014

vece Wt st

SECRETARY OF STATE

Authenticate at: http:/www.cyberdriveillinois.com
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To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do
. Al
hereby certify that
HOSPITAL SISTERS SERVICES, INC., A DOMESTIC CORPORATION, INCORPORATED
UNDER THE LAWS OF THIS STATE ON NOVEMBER 04, 1983, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE, AND AS OF THIS DATE. IS IN GOOD STANDING AS
A DOMESTIC CORPORATION IN THE STATE OF ILLINOIS.

In Testimony Whereof, 1 hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 318T

day of MARCH A.D. 2014

5T A0 % ’
Authentication #: >1.409000488 M

Authenticate at; http:/Avww cyberdriveillinois.com

SECRETARY OF STATE
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File Number 5163-355-5

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do

hereby certify that

HOSPITAL SISTERS HEALTH SYSTEM, A DOMESTIC CORPORATION. INCORPORATED
UNDER THE LAWS OF THIS STATE ON DECEMBER 26, 1978, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS
A DOMESTIC CORPORATION IN THE STATE OF ILLINOIS.

In Testimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 31ST

day of MARCH AD. 2014

SEGRETARY OF STATE

Authenticate at: http:/iwww.cyberdriveillinois.com
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Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner. | Hospital Sisters Health System

Address of Site Owner: | 4936 LaVerna Road, Springfield, 1llinois 62707

Street Address or Legal Description of Site: | NWQ of the Intersection of Interstate 64 and North
Green Mount Road in the City of O’Fallon and
Unincorporated in St. Clair County, 1llinois. The
parcels included in the site are 02350407030,
03250408016, 03250407029, 03250407032,
03360200022, 03360200014, 03360204011,
03360204014, 03360204013, 03360200025, and
03360200004.

Proof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of ownership are
property tax statement, tax assessor’'s documentation, deed, notarized statement of the corporation attesting to

ownershlp, an optlon to lease, a Ietter of mtent to lease or a Iease

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

The Ambulatory Care Center/Physman Office Building (ACC/POB) is located on land currently
owned by the co-applicant Hospital Sisters Health System (HSHS). HSHS will transfer
ownership of the land to St. Elizabeth’s Hospital and it will be ground leased to O’Fallon
Medical Office Building, LLC for 25 years. A copy of the St. Elizabeth’s Hospital’s Letter of
Intent for leased space in the ACC/POB is attached. Also attached is a copy of the Development
Agreement, which among other things assures that the building St. Elizabeth's Hospital will lease

space in will be constructed.

The Development Agreement between Landmark Healthcare Properties Fund, LLC (the Member
of O’Fallon Medical Office Building LLC) and St. Elizabeth’s includes a summary of the basic
terms of the ground lease (Section 2.4.2, page 11) and of the Hospital's right to complete the
Ambulatory Care Center/Physician Office Building (ACC/POB) if O’Fallon Medical Office
Building LLC fails to perform with a particular timeframe (Section 8.3, page 19). These
remedies allow the Hospital to terminate the agreement and take back the project, for the purpose
of constructing the building in a timely manner to facilitate the use of the space leased. It is not
in any way likely that this will be necessary; even so, HSHS with an AA bond rating has the

financial resources, if necessary, to address this unlikely circumstance.
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LETTER OF ENTEMT
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JOINDER

The undessigned, being a duly authorized representative of Lendmark Healthcere Propertles
Fund, LLC, 3 Belaware Hmded liability compasy {"Lendmark™), for goed and valuable oc:rnsAde;ahiﬁ;rn, the
recaipt and suffidency of which is hereby ackrowledped, hereby executes this Ininder for purposes of
acknowledging that (5] the Landlord described In the foregoing Letter of intent represents an entty
crested by Landmark for the ACC project copigmplated in that Development Agreement by and
between Langmark and SEB dated §. 0k 14,7314 (the "Development Agreement"), and {b) to the
axtent that the terms of the foregoing Letter of Intent conflict with the terms of that Development
Agreement, the terms of the Development Agreement shall controt, |

LANDMARK HEALTHCARE PROPERTIES FUND, LLC

By =T e
Anthoiy Lampasona, fTesident
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DEVELOPMENT AGREEMENT

This Development Agreement {this "Agreement"} is made and entcred into this 6th day
of August, 2014 (*Effective Date) by and between St. Elizabeth's Hospital of the Hospital
Bisters of the Third Order of 5t, Francis, an Dlisois not-for-profi¢e corporation ("Hospital")
and Landmark Healthenre Properties Fund, LLC, 8 Deloware Homited Hability company
{"Devcloper™).

RECITALS:

WHEREAS, H3HS owas the Campus, as hereinafter defined, where Hospitsl, an
Affdiate of HSHS, intends 0 explore the feasibility of constructing an Acute Care Hospital, as
hereinafier defined;

WHEREAS, in conmestivn Hospital's plans to consinuet an Acule Care Hospital on the
Campus, Hespital is also explering the leasibility of constructing a Building. as hercitfier
defined, that will be fully integrated into the Agute Cere Hospital;

WHEREAS, Hospital intends 10 construct the Acute Care Hospital at its sole cost and
expose and 1o maintain owaership of the Acuwe Care Hospital, bui desires to engage a healthcare
real estate developer fo explore the feasibility of comstructing the Building,;

WHEREAS, Developsr iws expericece o the planning, destan,  conslruction,
managemiel ani devefopment of health care related buildings;

WHEREAS, tHospital desires fo cnpape Dewcloper to explore the fensibility of
construeting ihe Building;

WHEREAS, 10 the exteny that Hospital and Developer determine that constructing the
Buiiding for Huspital's intended use is feasible, then Developer will be responsible for obtaining
the financing sufficient to cover the cost of construcsing the Building, and

WHEREAS, the parties nus desize to enler mto this Agreement 1o aoeomplish the above
objectives, in addition o others described herein,

NOW, THEREFORE, in consideration of the foregoing Recitals and other good and
valuable consideration, the receip: and sufficiency of which is hereby acknowledged, Developer
and Hospital heyeby agree as follows:

L. Definitions. Any cepitalized terms not defined within this $gction | shall have the
respective meanings given to them elsewhere in this Agreement, as applicable;

"Accoualing Approval" shall mean that, under the terms and conditions of this
Agreement, the Space Lease. Ground Lease. Declasstion of Restrictions, Covenarts aod
Easensents, and other related documents and agreements, the Building will not be incloded on
Hospital's hinamcial statements under gpplicable accounting rules, as deteemingd in the reasanable
judgment of Hospital's independeit auditors.
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"Acute Care Hospital” meens an acule care hospital facility Ticensed by the State of
Wincis thar Hospltal is exploring e feasibility of constructiing on the Campis.

“ Affilinte™ mesns with reference to @ Person, means another Person that Contrels, is
Controrlled by, or is ander comman Control with such Peson.

" Anticipated Completion Date” shali mean the date that Haospital sees its first patieat at
the Acute Care Hospital, which is the date that Developer antiviputes that the Improvemantg will
be Substantislly Complete, a5 more specifically set forth on the Critical Path defined in Segtion
3.8 of Giis Agreement.

“Applicabile Law* shall mean all applicable governmental constitutions, siafutes, faws,
orders, ordinnmces, codes, rulings, regatations, end decress, as the same mav be amended.

“Architect” shail mean Kahler Slater Incated in Milwaukee, Wisconsia,

L] 1%

Building" shabl mean an approximalely one hundred thirty one thousand one hundied
thirty {131.130) rentabie squere toot business occupency medical office building that with be
integrated into the Acute Care Hospital, the size of which will be adjusted during the Duc
Diligence Periods based on Hospital space needs and the space needs of Qualified Tenants that
lave execuied binding commitments to lease space in the Building during the Due Diligence
Periods. A description of the Building core and shell clemems, along with the fenamt
improvements lo be constructed in the space 10 be feased to Hospital and oiher space tenants,
will be specifically set forth in the Plons and Specifications. As of the Effective Date, Hospital
estimates that it will ccoupy spproximately 78,100 rentable square foet i the Building and tha
the remaining 53,030 rentable square feet will be accupied by Quelified Tenants,

“Compus' thail mean the land pwped by HSHS that i located in OFallon. Hllinois,
which 5 more particularly descetbed on Exhibil A etteched hereto and incorporated hercin by
reference.

"Class A" means. in connection with improvements to reaf estate, improvements that are
designed, built, maintained and operated at o standard comparable to other facilitics providing
stmilar services o the greater St Louis. Missourd metropobitan area,

inp™ shall mean tlaery (303 days folfewing the expiration of the Phase 1T Pericd as
the same mn} be extended pursuant o the torms of the final sentence of Section 4.2.8 hereal

"Lommencement of Construction®™ shall mean the earlier of {a) ten {10) davs following
the date when Developer has procured the approvals which are lepal pre-conditions o Ground
Lessen's begiming of construction werk oo the Leased Premises and (b) the date that Ground
Lessee or its comtrastor boging construction of the Improvements, which shall he decmed to
auiur when earth moving or foundation excavation, whichover is carlier, begins.

*

Competitor” shail mean any Person {including any investor, oweer, shareholder,
partner or member maintaining or holding an ownership interest in o Persan) or amy AfTliate of a
Pesson tha directly or indirectly owns, leases, operates, or masages a hospital or hospisal system
or a physician practice, includisg, without Hmiation, s bospital or hospital system owned in

?

80C2 SEBHR 6 7 2014 Attachment 2

DM_US 54329961-2.T13706.0010 36

8/22/2014 3:57 PM



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATlONHI;g:? PERMIT- July 2013PEa(;ietigg

whole or in part by physicians, olher than Hospital, or sny Affiliete of Hospitak, provided,
howewver, the foregoing definition shall specifically cxclude any Person that owns a hospital
Tacility that is feased 1o athers without management or operational involvement in the provision
of healtheare services at the hospital facility or the right 1o receive profits or Tavenues from the
aperation or management of healtheare services at such hospital fucility, such that the Person is &
birilding owner oaly (e.g., # real estale investment trust that owns a hospital Tacility and leases it
to a licensed hospital or healthcare provider that operages the hospital facility and provides
patient care). For purposes of clarification. & "Competitor” shall inchude a Person that may not e
in the business of owning, leasing, opersting oy managing u hospital, but that consists of
investors, cwners, sharcholders, partners or members who divestly or eindirectly own, laase,
pperale, or manage & hospital or healthzare system,

"Constroclion Ag ent” shall mean the agreement by and between Developer and
Hospital for the construction of the Project, which, at a minimum, shall include commercially
reasonable representalions and warranties that the Building will be completed in accordance with
the approved Plans and Specifications and in 4 gond and workmanlike manner, frce from afl
defects,

"Construction Casts” shall mean the amount paid ot incurred by Ground Lessee or
Developer for all bord costs and soft cosls incurred in conmection with the construction,
development and financing of the Improvements puesuant to the Plans and Specifications. The
eslimated amount of such costs shall be set forth on the Development Budget and shall include,
withuut limitation, al] engincering, architeet, Contractor {as defined herein} and Developer fees,
attorneys’ fees, financing expenses and costs, environmental and other consultants' fees, all costs
for site work, copstruction, insurance, Jefiers of tredit, performance and payment bond{s), atliry
exeess [ucility charges, tap fees, impact fees, testing, water ireatmend, fire alarm, fandscaping
costs and the costs of any necessary permits (excluding (e Cenlificate of Need for the Project
that will be isgucd by the llineis Health Facilities and Services Review Board, which Hospital
shiafl apply for snd abiain with the assistance of Developer).

"Control” und its derivate cerms such as "Controlling” or “Controlled” shall mean the
direct or indirect power 10 direct the management and policies of & person or entity, whether
through the ownership of voting securities, by contract or otherwise,

"Declaration of Restrictions, Covenan d Easements” or "Declaration” shall
mean ap agreement or declarstion under which Hospital grams Ground Lessee necessapy agoess,
utility, drainage and parking easements for the benefit of, and in reasonably close proximity 1o,
the Building, all s more particudarly set forth in such Declaration. The Declasatios {or the
{round Lease) shall alse contain provisions regarding the following matters:

{0 A right of first refusal end an option 1o purchase Developer's Ownership Interest,
both of which ere desoribed in Seeiion 4.2.4 of this Ageesment;

iy A prohibition en Developey. Ground Lessee and their affifistes from owning,
developing or leasing, within twenty (20) miles of the Building, a2 building that competes with
the Building;

a2
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(i) A prohibition on the Building being owned or pccupied by a Competiter;

{iv) A pechdbition on the Building being used in contravention of the LEthical and
Rebigious Directives, and

(v} Lse and non-competition restriclions that prohibit say occupas of the Building
from providing services thal compete with services offeied by Hospital or an Affillate of
Hospital, wivich, a1 a mmbmum, will inclade the Use Kestrictions,

"Developer Detay” shall inean: (1) delay resulting fiom the failure of either the Ground
Lessec or the Developer 1o comply with the requizements of this Agreemen, the Declaration or
e Ground Lease; (1§} any Developer or Ground Lesser requested change order (that is not a
Hospital change order) 5o the gaaranteed maxinem price conteagls resulting in delay; or {ii) any
olher act or omission of Developer or Ground Lessee that causes & delay in completion of
consteution of the Building.

"Develppment Budget™ shall mean the Developer's eslimate of Construction Costs
attached hereto as Exhibil £, as may change from time fo time, snd as reascaably appeoved by
Hespatal,

“Due Diligence Periofs” shall mean the Phase | Period and Phase [T Pertod.

"Bug Diligence Schedule™ shall mean the schedule attached hevelo ns Exhibit

“Easement Area(s)” shall be those apens within the Cempus whick shall provide the
necessary aecess, utility connections. desinage and adequate parking for the benefit of, and in
reagonably close proximity 1o, the Building all as more particelorly set forth and defined in 1he
CGiround Lease and Declaration.

“Endorsements" shall mean, o the extent such endorsements are available under the
tawes of the state of IMinois, at the election of Developer (i) extended coverage, (i) owner's
eommprehensive, (ili) access, o be modifisd based on the Plans and Specifications (as defined
herein), (iv) survey (accuracy of susvey), (v) location (survey legal matches title legall, (i}
separete tax parcel {muodified to reffeet filings necessary to obtain tax divisions), (i) plal
aetsubdivision or fegal ot (¥1ib) zoning 3.1 {with parking and loading docks), {to be modificd
kased on plans und specificationsy, (ix) contiguity (if applicable). (x) restrictions (il applicable),
ixij utility facility endorsement, 10 be maodified based on plang and specifivations, {xil) leasehold
walwation, (xiii) affirmative meclsnic lien coverage g5 of Closing, other than on aceaunt of any
act of Devgloper, and {xiv) such other endorsements as Developer may require during the Due
Diligence Perinds hased upes its review of the Titte Conmmnitment and Survey, as both terims are
defined herein.

"Ethical and Religious Directives” shiall mean the Ethical and Religious Directives for
Catholic Hewdth Care Scrvices as outlined by the United States Conference of Cathaliz Bishops,
& gmended from tineg-to-line.
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“Force Majeare” shell mean acts of God, fire, earthquake, flood, explosion, actions of
the elements, way, invasion, insurrection, riot, mob viclence, sashotage, inability to procure or
geaeral shartuge of labor, equipment, facilities, materials pr supplies in the cpen market, failuce
of transportation, strikes, lock vuls, actions of Iabor unions, condemnation, requisition. laws,
governmental action or inaction, erders of government or civil ot military or nuval authoritics,
ndforeseen subsurface conditinns, adverse weather conditions not reasonably expected for the
focation of the Campus asd the Gme of year in gquestion or any cause, whether similar or
dissimilar 1o the foregoing, not within e reasonuble contral of, a5 applicable, the Developer,
Grownd Lessee or Hospital. In no cvent, however. shall 4 lack of money be grounds for Force
Majeuee.

"Groond Lease™ shall mean an agreement between the Ground Lessee, as ground lessee,
and Hospital, a5 grousd tessor, to lease ihe Leased Premises, the hasic termg of which are more
pirticularly described in Section d,2.4 of this Agreemant,

"Girodad Lessee" shall mean the special purpase entity {eg., & fimited liability
company) created by Developer fus the purpose of owning the Building,

*Hospital Delay™ shall mean: (i) debay resulting from the failure of Hospital to comply
with the requirements of this Agrecment, the Construction Agreement, the Declaration or the
Ground Lease; {ii) any Hospital-reguested change order (ihat is not a Developer or Ground
Lessee initiated change order) o the guaranteed maximum price contracts resulling in delay; or
{iif) any other et or omission of Hospital tht causes a delay in Developer's completion of
construction of the Building.

"HSHS" shal meen Hospital Sisters Health System, an Hlinnis not-for-profit corparation

"improvements” shall mean the Building core/shell and leaschold improvements
necessary 1o accommeodate lensnts, ncluding Hospital, Alfiliates of Hospital and Qualified
Tenants, byt specificully excluding the Infrastruciure, which Hospital intends o construct, the
cost of which will he reimbursed by Developer or Ground Lessee. as the case may be, pursuant
to Section 8. 0.

"lnfrastrocture™ shall meen that work to be performed by Hospital pursuant to Section
§.1L. the scope of which is more particularly deseribed on Exhibit G attached hereio and
incosparated hercin by reference.

v

eased Premises™ shull mean the footprint of the Building pius a perimeter of five (5)
fect a5 generalty depicted on the Site Plan, The Survey shall describe the Leased Premises by
metes &nd bounds.

"Ont_of Pocket Expenses™ shall mean any architectural, legal, consulting, and
comtracior fees and costs, governmental fees and charges. costs of due diligence inspections and
testing, title and survey costs, costs of wavel, long-distance telephone charges, duplication
expenses, and other reimbuszable costs and sxpenses, including auy termination fees payuble to
the Arclitect, Contractor, or other consultants,
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"Parking Area”™ shall mean the parking facilitics to be constructed by Hospital and
dcpicmd generally on the Site Plan, which parking Recilities will contein no fewer than the
minimum number of spaces, landscaping, lighting, irrigaticn and other aftributes es necessary for
the Building or the Campus (which will inglude the Building) to comply with all Applicable
Laws. The Parking Arcs and the improvemenis thereon and associated therewith shall be the
propesty of Hospital and shall be included in the "Common Arces" as such torm is defined io the
Civund Lease,

" shall mean those exceplions comained within the Tutle
Commitment and saown on th'& Syrvey that are approved or deemed approved by Developer
pursgant 0 Section 2 of this Agreemest, the Declaration, the Ground Leoase (0f memorandum
Ehrfrenf) and sy res esate taxes or assessToents not yet due and payabile.

"Person means an individual, partnership. fimited liability company, linsited liakility
partnership, firm, association, corporation, trust or sy other form of business or governmest
entity.

“Plans and Spectfications” shall meen the scirematic drawings. the design developmeat
drawings, and progress sets of the construction documems for the Improvemenis.

"Praject” shall mean the design and construction of the Improvements.

"Project Premises’ sholl mean the Leused Premises and any additional area of the
Caumpus depicted on the Site Plan, Parking Avea and including any additional Easermeat Arcas.

“Qualified Tenants" shall mesn gualified physiciang, physiciad groups, medical users
and medical jeint wenture programs, other than Hospital or an Affiliste of Hospital, the physician
octupants for which are physicians licensed in the State of Hlinois snd that are members in goud
standing of the medical swff of the Hospital, that Hospital has identified o Develeper as
poteniial tepants for the Building,

"Site Plag"” shalf mean the preliminary proposed site plan aftached licreto as Exhibit B,
whick, during the Due Diligence Perinds, will e supplemeated with a final site plan approved
by the parties thit shows the Project Premises, Improvements, pasking areas, access-ways to and
from the Project Premigses and the nearest public rights of way and the Building fooiprint.

“Space Lease” shall mesn a master lease agreement by and hevween Hospital and
Developer whereby Huspital is estimated jo fease approximately sevenly eight lhousand one
undred (78,1000 rentable square feet, wgether with an obligation to essumce the responsibility
fier alt spaee ocoupied by Qualified Tenants, in the event that a Qualified Tenant fails to perform
under its leage agresment with Developer. The buasic wrms of the Space Lesse are more
pasticularly described in Section 4,.2.8 ol this Agrecment.

b : ! Subs "oy "Substantislly Complete”
shall mean w! hcn (i) Developer or Ground Eessee has substantial lv completed constrction uf the
Improvements in accordance with the Plans and $pecificiions. (H) Deweloper has delivered to
Hospital a certificate of substantial completion from the Architect for the Improvessents, and (311}
the Building shall have been approved lor and received a temporary centificate of oceupansy of

&
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ar cquivalent lhereof by the applicable governmental authorities, or, if the applicable
governmenta] authorities do not isswe such a certificate, then by the Architect in a Torm
reasonebly soceptable to Hospital subject only 1o minor punch list idems (the " Certificate of
Qccapaney™).

"Suever” shatl méan & curremt survey of the Project Premises and the Easernent Area(s),
prepared by Survevor, that §s cerlified 10 Hospial, Developer, Ground Tesses and he Title
Company as having heen prepared in accordance with the ALTA/ACSM 20011 Minimum
Standard Detail Requirements, containing Table A lems 1, 2, 3,4, 5, 6, Tu). Te), &, 9, 16, 11,
{3, 14, 15, 16, V7, 1R, 1%, 262 and 21, ond meeting the accuracy requiresients of an, os
applicable, "etban” or "suburban" survey.

*Survevor” shafl mean Thowvenot, Wade & Moerchen., Inc. or ancther fand surveyor
approved by Hospital with its peincipal place of business being Jocated in St. Cleir County,
Hlinais.

*Title Commitment” shall mean 2 commitment for the Title Poliey {defined below)
issued by Title Company for the Leased Premises and the Easement Areas) in the full amouns of
the hurd and sof} costs of constructing the Building as well as the leaschold vahue of the Leased
Premises {aod any benefiting casements) on or after the Effective Date, showing Hospital as the
ovener of the Leased Premises and Easement Arcals) and setting forth the state of title and alf
exteptions, including easements, righis-of-ways, covenants, rescrvations and other conditions
affecting the Leased Premises and the Easement Area(s),

"Title Company” shall meaa First American Title Insurance Company ~ National
Commercial Services, Attn: Louise Smith. located 2t B182 Marytand Ave., Suite 400 St. Louis,
MO 63105,

“Title Palicy™ shall mean an Owrer’s Leasehold Titls Tnsursnce Policy (2006) of title
instranee, witls extended coverspe, issued by e Title Company as of the daic and time of the
regording of the Memorandum of Ground Lease, in the amount of the herd and soft costs of
constructing the Building as well as the leasehold vilue of the Leased Premises. containing the
Endarsements, and insuring Ground Lesses's leasehold interest in Lhe [eased Premises, with the
Eusement Areals) as an additional insured parcel, end insuring Ground Lessee’s interest in the i
be congirucied [mprovements subject anly 1o the Permitted Excoptions,

"Union Contractors™ shall mean genern) contractors and subcontructars with a principal
place of busingss. in St Clair County. [linols, that are considered w Be union confracloss and that
emnploy individuals that are members of & Jubor or trade uaion.

"Use Restrictions” shall meen the use and aon-competition restrictions set forth in
Exhibit £ atiached hereto,

2, Title and Suvvey Approval. As saon as reasonably practicable after the Effective
Pxate, but in no evest longer than sixty (60) days following the Effeclive Date, Developer shall,
al ils cost and expense, cauge o be prepared end delivered to Developer and Hospital with
respeet to the Project Premises: (i) the Title Commitment, (i} true, complere and legible copies

=4
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of all documents refenensed in the Title Commitment, and (ii) the Survey. Within five (3] days
agfier receipt of the last of the foregoing, Developer shall give Hospital wntten nolice of any
exceptions enumerated in the Titke Commitment thet are unacrepiable 10 Developer. Any special
exceplions or issues disclosed an the Suivey not objected o by Developer shall be deemed
Pemmitted Exceptions. Hospital shall have five {3] days afler receipt of that sotice 10 hve those
xeeptions removed and those states of fact corsecied ("Hospital's Title Care Period™), and
shall use commercially reasonable efforts promptly to do se. IT Seller is umable 0 do so,
Beveloper shall have the option 1o terminate this Agreement by giving writtens aotice thereof o
Hu’is)ala!. provided that suchk notice shall be delivered to Hospital within ten ([0} days following
sxpiration of Hospital's Title Cure Pericd. Upon such termination, the obligations of both parties
shall cepse, excepl for Develaper's obhgatlons to indemnify Hospital set forth in Section 4.3
below. tf Developer fails to timely exercise the oplion to terminate this Agreement, Developer's
objection{s) to such speoiat exception(sy shall be. deemed waived and such exceptions shall be
considered permirted by Developer and no Tenger grounds for fezmination of this Agreement and
shall be deomed Permitted Exeeptions.

£ De Diligence Phases.

_ 3.0 se 1 Due Diligence Period, From and sfier the Effective Date through
and wotil Augngt 23, 2014 {“Phasc I Periad ™), Developer shall be responsible for performing the
fellowing tusks i accordanee with the time periads set farth on the Dug Diligence Schedule:

3.1 Gather existing due diligence informetion from Hospital to develop
the Project concept {i.c. surveys, plans, environmental reports, title info, geotechnical
information, ew.).

3,12 Seture wrilten Bpprivisal from NPV Advisors that establishes the
grostnd rental rate and 2 methgdotogy for increasing ground reat for the Ground Lesse.

- ~

4.3 Securc a written geotechnical report 10 identily the soi! conditions
and the geology underlying the Leased Premises.

304 Assist Hospital and Hospital's Certificate of Need consultant, tn
the extent requested by Hospital, by providing information about the Project, pasticipating in
strategy discussiong and attending hearings that may be held in connection with Haspital’s cfforts
to apply for and o secure a Certificare of Nezd for the Project {"CON Assistance™).

305 Secure non-binding commitments from Qualified Tenants to fease
space in the Building,

316 Adjust and conlirm the size of the Buiiding.

3.1.7  Further develop the exterior désign concept 1oy the Building that is
curiently depicied on the Site Plan. Gain Hospital's approvat of the same.

318 Develop ar define the concepiuat design clements for the Building
{e.2.. footprint uFerdm struetural grid, eie.)
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3.1.9  Heview Hospital's space requirements for the Building,

3.0.10 Update the Development Budget based an the concept for the
Project agreed upnn by Developer and Hospital,

32  Phase 11 Due Diligence Period. From Auguost 22, 2014 fhrough and until
January 2, 2015 ("Phase 1T Period"), Developer shall be responsible for performing the
following Lisks in accordance with the Due Diligence Schedule:

32,1  Continue o provide CON Assistance,

322 Seceurs a Title Consmnitrrent and Survey and review and comment
on the same in accordance with Section 2 of this Agreement.

3.2.3  Countinue to review Hospital's space requirements for the Building,

1.2.4 Negotiate znd cnter into binding lesse agreements with Qualified
Tenants.

32,5 Coutinue 10 adjust and then o confirm the size of the Building
based oo Hospital's space requirements and based on the amount of space Glled by Qualified
Tenznts who have exesuted binding lease agreements for space in the Building,

3.2.6 Update the Development Budper based on the confirmed size af
te Building agreed upan by Developer and Hospital,

3.2.7 Prepare complete schematic drawings fir 1he core #nd the shell of
the Bualding.

328 Prepare complete sehematic drawings for space within the
Building that will be eccupisd by Hospital.

329 Negotiate the form of Construction Agreement, Ciround l.ease,
Space Lease, and Declaration with Hospital, pursuant to the terms s&t forth hersin.

3210 Prepare desipn dévelopment docaments that are approximately
seventy percent {M0%) complete for space within the Building thul will be accupicd by Hospital.

Develeper shall use commercially reasanable, good faith efforts and shall proceed with
diligence 1o complete the Utems set forth in the Due Diligence Periods,

4. Conditions Precedenst to Closing,

4.1  Inspection of the Project Premises. During the Due Diligence Periods,
Developer shall have the right to enter upen the Project Preimizes 1o inspect the condition thereof,
including any building improversents, the soil conditions. 1o conduct environmental studics,
review the gvallability of utilities and otherwise determine the feasibility of constructing the
Intprovements on the Project Premises,
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Developes shall coordinate in advamce with Hospital any on-sile inspections of the
Project Premises. All inspections of the Project Premises shall be conducted in such a mander as
ta avald any snreasonable interferense with Mie business operations of Hespital or ether users of
the Campus. Withaut Timiting the gencralily of the foregoing, Hospital's advance writien
appeoval shall be required prior o inspecting any buildiag improvements, testing or sampling of
surface or subsurface soils, surface warr, groundwater, or any materials in, on or under the land
in connection with Developer's inspecticns thereof. After completing its inspection of the Project
Premises, Developer shall, 21 ity sele cost and expense, repair and replace any damage it has
caused a3 o resull of its inspections. All infomstion obtained by Developer during she Dus
Diligence Pesiods shall be held in confidence by Developer and shiall be treeted as confideatial
information by Developer {except 25 disclosure may be required by law, or as miy be distlosed
1 Develeper's attoraeys, financial advisoss, land use consultants, or fender) and Developer shall
instruet sll of its cmployees, sgents, representatives and contactors as w the confidemiality of
such information. Developer shall indemnify and hold Hospital harmless for aft claims, losses,
damages and expenses (including reasonabde steormeys' fees and costs) arising out of or in
connection witl such fnvestigetions by or on behalf of Developer or i connection with
Developer's breach of its agreement of confidentiality a3 provided bercimibove {but in no event
shiall Develeper be liable for any consequences or damages associated 1o the mere discovery of
adverse infarmation relating to the Project Premises) and Developer shall defend oa Hospital's
bohalf amy claim or ceuse of action vesulting from injury or death of any parson or damage fo or
destruction of any properly czused by the actions of Developer or Developer's agonts,
eenployecs, represemiatives or independent contpaziors while on the Project Premises of the
Campus. Developer agrees that, inmaking any mspactions of, or conducting sny testing of, on or
under the tand, Developer or Developer's agents will earry not less than Two Million Dollars
(57,000.000.00) comprehensive peneral Hability insurance with contractupd liabiliy endorsement
which insures Developer's indemnily obligations purshant o this Agreement, and will, spon
writien request from Hospital, provide Hospilal with writien evi daucr. ef some. The foregoing
indemnifieation by Developer shall survive the termination of this Agreement. [eveloper shall
pratpily Rurnish to Hospital the resubis and copies of Developer's surveys, soil and other
physical tests, including amw enviranmental studies.

4.2 Development Conditions. Unless a shorter time peried is indicated, on or
prior to the expiration of the Due Diligence Periods and as & condition ta Developer's obllg,afwns
under this Agreement, the conditions listed below must be setistied in Developer's reasonable
Judgment. o waived in writing by Devetoper {colbeotively, the Y Development Conditions™}.

421 Zoninp: Land Use Approvals. Developer shall review and be
salisfied with all zoniag, land vse and environments) laws, codes. ordirances, and regolations
affecting the Praject Promises and the construction and use of the Improvements and shall have
uhtuined all zoning, subdivision snd environmental pernils snd approvals and sny other
applicable grading, foundation, curb cut, building or other permits, spprovals, consents or
licenses, a8 may be necessary for the nse, development and construction of the Improyvements,
and the relevant appeal periods for ull such permits. approvals. licenses and consents shall have
expired without any appeal having been taken (collectively, the “Approvals™). Developer ang
HMospited shall cooperate Tully with cach other in arder fo obtain the Approvals, Sxeli conperation
shall include execnting such docaments, signing end filing such applicaiions and documents,

1
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attending anhd iving testimony ot such proceedings and otherwise doing such acts and things 43
are neasonably pecessary in conmection with obtaining such Approvals,

roval  and Specifications. Hospital shall have
approved the Plans and Spmﬁt ations pursum:: to the provisions set forth in Section & befow.

4.2.3 Approvel of Form of Constriiction  Agreement and
Declaration. The form of Construction Agreemens and Declaration shull have been approved by
thae partics hereto.

4.24  Approval of Forin of Ground Lease. The form of Ground Lease
shall have been approved by the parties heretn, A summary of the principal terms of the Geound
Lease appear below,

i The term of the Ground Lease shall be conterminous wish the ferm
ol the Space Lease snd Developer shiall have no oplions w extend
the term.

b The term of the Ground Lease will commence wpon the gxecuiion
thereof, The paymem of ground rent under the Ground Lease will
tomamence ypon Substantial Complegdon.

< Ground rent shall be st in accordance with Scction 3.2 of this
Agreement,

d. Developer will be obligated o construct the Improvements on the
Leased Premises pursuant io the Plang and Specifications approved
by the Hospital and Develeper. Once the Improvements are
completed, the Project shall be mainteined by Landmark in a Class
A manner, subject to the terms of Section 5.

0

Developer will own the Improvements throughout the term of the
Ground Lease, Upon the expiration or carlier termination of the
Ground Lease: (i) the Improvements will revert 1o Hospital frec
and clear of any lien or other monefary encumbrance and wihout
the payment of eny consideration to Developer, and (i) Developer
will deliver a deed to Hospital that conveys all of Developer's
right, tithe and interest in and 1o the Improvements to Hospital,

f. The Ground Lease, in addition to other terms and conditions, shall
contain representations and warranties by Developer lhat anytime
during the term of the Ground Lease, that Developer will not emer
inte an occupancy agreement for space within the Building or on
ihe Lessed Pramises that would result {n e Projecst being used: (i)
in violstion of the Ethical and Religious Directives, (i) by any
Competitor, and [ii) in vielation of the Use Resirictions,

Il
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Developer shall own, hold and maintain its Ieaschold interest in the
Lensed Premises, all ownership in the lnprovements, and 100% of
the ownership and el conlrof of e Ground Lessse entity
{collectively, "Ownership Interest”), for a period of not less than
seven {71 years fom the ren: eammencemenl date of the Ground
Lease ("Taitial Holding Period™). During the Initial Holding
Period, Developer shall not sell, assign, convey or otherwise
wansfer its Ownership Interest to any non-affiliated Person without
the prior written consent of Hospital. [n no nstance can the
Ownership fnterest be transferved 1w & Competitor.

During the term of the Ground Lease, Hospital shal! have a
conizinuing fght ol firsi refusal ("ROFR™) 0 purchase e
Ownership Interest in she event that Developer receives a bona fide
offer ("BFO™" to purchase or otherwise transfor the Ownasrship
[nterest from a purchaser (wuefMiliated and unrelated 1o Developer
and ils officers, directars, shareholders, emplovees and afTilintes)
{the "BFP'"). which Developer is willing to accept, then and in
such event, Developer shell provide @ frue and complete copy of
such offer 10 Hospital and following Hospital's reccipt of same,
Hospital shal] have fortw-five (43) buziness days within which to
exercise Hospital's ROFR, which, f cxerised, shall constitite a
binding commitment on Hospial o purchuse the Ovwnership
Interest Tor the price und according to the terms and conditions set
forth ir ibe BFD, Tf Fospital Geils o exercise the ROFR within the
tisne pericd described above, Doveloper shatl be free o sell the
Orwenership literest 4o the BFP pursuant to the senns and conditions
of the BFO; provided, however, i Developer Tails 1w cloge the
transfer with the BFP within one hundred twenty (124} days
foltowing the date of the BFO, or the terms and conditions of the
BFO are modified by Devzloper and the BFP such thai the amount
to be paid for the Owaership laterest deereases by more than three
percent (3% or the terms are otherwise moditied in o manmer that
is materially more beneficial to the BFQ, then Developer shalt
notily Hospital and Hospital's ROFR shall be reinstated an the
same teris and conditions ay aforesaid.  The ROFR shall be
continuing in the scnse that it will apply o each ond cvery
proposed transter of an Ownership Interest.

During the tcam of the Ground Lease, the Hespital shall have an
exclusive =nd irrevocable option  ("Option”) to  purchase
Developer's Qwanership interest. The Optioy will be exercisable o
any fime during ¢he twelve (125 month period commencing on the
(11} wear anmiversaty of ihe rent commencement date of the
Ground Lease ["Exercise Date"). The purchuse price shall be "al
par” meaning that the purchase price shall be an amount cgual to
the remaining principal balance due on the amortizatinn schedule

12
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attached to the loan documents for the Project (the "Lona
Pocuments™| as of the BExeecise Date, without amy prepayment
pernlty or lermination fee. The principal batance on the Loan
Documenis shall be fixed a the fime that the Spacc Lease is
entered into end shall be based on dhe Construction Costs,
Developer o Ground Lessee will not be permitted to cross-
coNateralize the Project ov ity feaschold interesl in the Project or
increase the principal balence due on the Joan secured by the Loan
Documents @l any time during the term of the Ground Lease or
Space Lesse. The principal belence on the Loan Documents shalf
be paid by Developes or Ground Lessec cach montl in aceordance
with ihe amortization schedule aflached thereto,

425 Approval of Form of Space Lease. The form of Space Lease shalf
have been upproved by the parlies hereto. A swiemary of the principal 1ems of the Space Lease
appear below,

i, The tesm of the Space Lease shall he rwenty=live {25) years
withoul any options to extend te term. The torm shall cormence
om the frst o oocwr of the following dates (the "Comenencement
Date"): i) the date on which the Improvements are Substantially
Completed, or {ii) the date on which the Improvements would have
heen Substanually Completed but for Hospital Dxelays.

b, Gn the Commenceinent Date, Devcioper and Hospital are
projecting the base reatal amount uader the Space Lease for all of
the space in the Building to be Sixteen and 45/100 Dollars ($16.45)
per rentable square foot ("Base Rent"), which represents a blended
rate of Seventeen and 50/100 Dollars ($17.50) per remtable square
font of space (hat witl be pecupied by Hospital and Fourieen and
20¢ 100 Dollars ($14.90) per rentable square foot of space that witl
be oceupied by Qualified Tenanis: provided, however, the Base
Rens zmount for the Space Lease will be fixed by Hospital and
Developer once Developer has entered into = guaranteed miaximuns
price comstruction contract for @e Project. The amnual Base Resd
amount fur the Giewt lease year of the Space Lease, for el of the
space in the Buitding, will be fixed using the following formula:

Constraction Cuosts {carremtly estimated ot 333874313 in the
Project Budget) multiplied by the sum oft {a) the inlerest rate
chiarged by [eveloper's lender at the vime that Developer closes on
il¢ foan for Lhe Project {currenily estimated at 4.83%), and [
1.54%, divided by the Fnal size ol the Building in tentable square
fest (currently prajected to Be 31,130 rsf) = Base Rent for ail of
the spuce i the Building or $16.45 per rentable square foot,

13
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Once it has been established, Base Rent will increase an the first
anniversary of the Commencement Daie, and on cach ansiversary
therafter. by teeo percent (2%).

c. In additien o the Basc Rent payable wnder the Space Lease,
Hospital wiil be responsible for payment of the cperating and
maintenance costs for the Project {the "Operating Expenses”).
including, bt hot Hemiled t real propery taxes and assessments,
around lease remtals, insurance premdwns, and other costs of
operating and maintaining the Project. The QOperating Bxpenses
will alsp include any capita] expenditures, amortized over the
uzeful lfe for any repair, replacement o improvement (o the
Project or puvchase of egnipinest thil is incurred to improve the
operating efficiency or reduce the cost of owning, maintainiag or
operating the Projest or that is required 1w comply with any change
in the laws, rules or reguiations of any govermuental autherity or
the requireinents of any insurance carrier. All other capital
expenditures will be excluded from Operating Expenses and will
be the responsibility of the Developer undey the Space Lease. The
Operating Expenses shall nod fechude initinl custs of constructinn,
priacipal, interest, fees, costs and expenses i connection with any
financing incerred by Developer and costs of correcting any
defective or non code compliant wark constituting the initial
comstruction of the Building,

o A lenant improvesnent afowance sufficiest fo complete the
leasehold imsprovements for any space being leased by Hospital or
any Qualificd Tenant in o Class A manngs, which, as of the
Effective Date, the tenen improvement aliowsances xre sl forfls i
Development Budget {the "TT Allewance”™). Dureg the Dug
Diligence Periods, Hospital and Developer nmway adjust the T
Allowanze up o down depending upon the scape of the tenan
improvements requesied by Hospital and the Qualified Tenants.
Onee the T Allowance has been sot, w0 the extend that e cost of
finishing Hospital's spoce exceeds the T1 Allowance (an
"Overnge™), Mospitel will heve the option to either: (3} pay the
eatite amount of the Overage itself, or {ii) ask that Developer pay
all or a portion of the Overage, I Develoger pays any portion of
the Overage. the amournd of the Overage paid by Developer will be
included in the Project Budget as a construclion cost that will be
used tu calculate Base Rent. Deveioper will mmage the tenam
iraprovement proccess @ ne cost tn Hospital, Developer will
perform the tenant improvesicnt work on as open book basts wish
Hospital, To the exienl thay Hospital does not use 28 of its T)
Allowance, it will e refinded o Hospitad,

14
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e. Deseloper will constrict the feaselold inprovemnents that wili
finish out the shell spage in the Project for Hespital's intended use.

I Dugring the term of the Space Lease, Hospitsl will have o right of
first refusal to leass any space in the Building that may be added o
the Building i the future. Such right of first offer will be on terms
muraeily zoceptable 10 Hospitel and Developer as sof fontk in the
Space Lease,

-} Hospital shall, without she consent of Developer, be permisted 16
sublease space in the Building by gny physicisn, physician practice
group or healtheere provider and regardless of whether or not the
seapant iz 8 Qualified Tenant.

h. The Space Lease shall include the complianee language set fortls i
Exdsibit F attachiod hesetes {the “Complionee Languapc™).

426 Financing. Developer has received a satisfactory  financing
commitment by 3 lender of its choice.  In no event will Hospital be required to pledge or
subordinate its fee inlerest in the Lewsed Premises in consection with any conglruction or
permanest finsncing for the Project or for sny other reason whatsozver in connection with the
Project. Except for & pooranty by [oespital Sisters Services, Inc.. an llincis aat-for-profi
corperation {"HSSI". of Hospital's obligations under the Space Lease, Hospital will nol be
rerguired 10 secure sny ofker Person to guarsntee its obligations wnder the Space Lesse or to
mssume responsibility for providing any additiona) security in onder for Developer to construcy
the Praject or in arder for Develaper to secare any necessary financing to construct the Project.

4.2.7 Parking. Developer shall be satisfied with the focation, type and
adequacy of parking that serves the Building.

. 428 Hospital Condifions. The Hospital Conditions, as defined herein.
shall have been satisfied or waived in writing by Hospital.

Developer shall use commercially reasonable, sood fith efforts and shall proceed with
diligerice to sutisly the Development Conditings, As pari of the Daveloper's efTorts to satisly the
foregoing Developrmeznt Condittons, Developer may have discussions with governmental
eepresentatives and agencies and in connection Berewith, may submil applications for permits,
special zoning spprovals, amendmends, waivers, variances or special 2xceptions, so long as such
apptications and agreements are conditioned upen Ground Lessee's lease of the Leased Presmises
pigstiant W the Grovnd foikse.

17 the Development Conditions are nol, in Developer's seasosable judement, satisfied
during the Due Diligence Periads, Developer may, on or prier to the expiration of the Due
Diligence Periods, either: (i) terminazte this Agreement by written notice 1o Hospital, in which
eveal peither paity shatl bave Turther cbligations hercunder, except as specifically set forth
herein, or (i1) accept the Project Premises by providing written notice fo Hospital of such
acceptance, or {iil) raise certain objections by providing notice in writing (the "Objection
Notice"), which Qbjection Notice shell specify which matters (the "Dbjections”) tha
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Devetoper does not find satisfactory with respest to the Projest Premases. [T Developer does no
timely terminate this Agveement or provide an Objection Notice, Developer shall be deemed
have wistved ils right t wrminaje this Agresnent.

H Developer timely peovides an Objection Nutice, Hospital shall have up 1o thirty 430}
days after delivery ef such Objection Natice to remiove or catisz 1o be sorrecied to Developer's
reasenable satisfaction, ali of such Objections.

(I Hospiwl fails or sefuses to couse the Objections to be removed and correrted to
Peveloper's seasonable satisfaction within soch thirty (39) day period, then Develoger shall elect,
un or prior to the date and time shat is forty-five (453 days afier the delivery of the Objectinn
Faotice, 10 (§) terminate this Agreement, in which gvent neither pasty shall have any Tusthes
ohligations hereinder except for ihoge tan expressly survive teemination of this Agreement, or
{iiy accept tlis Project Premises subject 1o any Objections and proceed o close. If Develaper
makes ne such clection, Developer shall be deemed to heve waived its right o terminate this
Agreemeni pursuant to this Section 4,7,

The Closing shall be extended the number of days necessary to give eifect o ihe wotice
ant cune periods set forth in this Section,

5.

v

ital Comuditions. On or priar to the expiation of the Due Diligence Pericds
and wy i condtlmn to Hospital's ebligaiions wnder this Agreement. the Construclinn Agreement,
the Ground Lease. thé Space Lease, and the Declaertion. the folowing comdinons must be
satistied or waived in writing by Hospital (collectively, the "Haspital Conditions”):

5.0  Acute Care Hospital Appeovals, Hospial by secured all livenses,
permits. certificates of need and approvals required by Applicable Law gr otherwise desired by
{asphial in arder to constuct and operate an Acute Care Mospitad and the Building on the
Hospial in order 4 et and o A Care MHospttad and 1he Build 1h
Campus,

52 Fair Market Rent, The amount of zround rent payable te Haspital under
the Ground Lesse shall be consistent with the fair remsal value thereof s supported by an
appraizal reasonably seceptable o Developer und Hospital. The appraisai shall take intg accouns
the ¢ost of any existing impravewsents or improvements that may be consirected by Hospital 10
sappart the Building, including, without limitation, access roads. parking areas. landscaping
femures, infrastructure improvements, drainage pends end the Jike.

-

Leasing Threshold, Or or prior to the cxpiration of the Phase Il Peried.
Developer hes secured binding commitments, the teras and counditions of which are satisfactory
to Hespiial, from Qualified Tenants whao have agreed to Jease no less than fifty theee thousand
thirty {33,030) rentsble square feet of space in the Buiiding that has beep dedicated tir use by
physicians, physician groups ané meedical sisers. other than Hespital or soy Affiliate of Hospital
("l,msmg Threshold "y, Developer will cremte and execute 2 progeans degigied 1o rmarkel space
v the Building to Qualified Tenants duging the Phese | Perind. Hospilsl will work with
Developer in identifpng Quelificd Tensnts for the Building, Developer will sse itg best effocts 1w
structure the Projest so that Developer enters into direct lease or sublease aprecmenis with the
Qualified Tenans Tor purposes of eliminating or reducing compliasce risks Tor Hospital that are
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associated with divest leases botween Huspital and Qualified Tenams under the Stk Law (42
US.C. § 1395nn) and the Anti-Kickback Stange {42 U.S.C. § 132027k} Purther, Developer
acknowledges and agrees that the Leasing Threshold must be met in order for the Project (o be
financially viahie for Hospital, Developer will provide Hospital with staus reparts describing its
effarts to ablain commitments from Qualified Tenants moathly or more frequently as agreed (o
between Beveloper and Hospital, Developer will provide Hospital with status reports describing
its cfforts to obtain commitments from Qualified Tenams monthly or mose frequently es agreed
t hetsveen Dreveloper and Hospitai. The form of lease agreemens used for Qualified Tenunts
fmust be approved by Haospilal, and at & minintim, shall include Complisnce Language and
incorpozate the Use Restrictions. aleng with a probibition on using any space or providing any
service in the Building e violation of the Ethical and Religious Directives.

4 Accounting Approval. Mospital shall have received the Accounting
Approval.
5.5 pital's Internal Approvals. Hospital shall have chtaincd any required

approval of this Agreement, the Construction Agreement, Ground Lease, Space Lease and the
Dreclaration and all eeleted documsnts from Hospital's corporate parend and Hospital's beard of
directors.

5.6 Congiruction Agreement, Beclaration, Grouad Leuse, and Space
Leuse. The form of Construction Agreeisent, Declaration, Ground Lease and Space Lease vhere
Hospital or its A ffiliste is a contracting parcty shall have bien approved by the parties hereto.

37 Approval of the Development Budget and Plans and Specifications.
Hospital shall have approved (1) the Development Budger and (i) the Plans and Specifications
pursuant to fhe provisions set fumh in Section 6 below,

3.8 Devcloper's Oblisation to Pursue ¥ neentives. Developer shall
difigently pursue and use commercialty reasonable effors (o oblain economic incentives for the
benefit of the Projeet i the form of cither property tax abatement. tax increment linancing, or
any uther economic incentives availakle from any applicable governing authority {"Incentives™.
and shall execute any and all agreements, resolutions, promissory notes, pledges, or other
documents reasanably required by the governing antharity in connection with the Incentives, All
Incentives secured solely by Developer that are designed to reduce Operating Expenses (.,
property X abaements) shall innge to the bhenefit of Hospital and shall not be shared with
Developer. All Incentives secured solely by Developer that reduce the cost of construsting the
Praject {e.g., & sales tax exemption on building materiels) shall be sharcd between Hespital and
Developer, with each pazty receiving ane half of the value of any Incentive.

39  Bands. Developer or the Contrector shall have provided a payment
perfurmance bond in an amount equal to the il amcunt of the hard Construction Costs issued
by & surcty reasonably aceeptable 10 Hospital, naming Hospital as a co-obligee or oo-payes.
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510 Reimbursement of Design Costs. Developer has retmbursed Hospital
within thirty (30} days [rom the Effective Date for any costs Or expenses up 10 1 apt © expeed
amonst of Fifty Thousand and 007100 Deltors ($50,000.00) for services rendered by Architect in
connection with the planning snd destgn of the Project through the Effective Date,

It she Hospital Conditions are not, in Hospital's reesonable judgment, sutisfied during the
Due Diligence Perieds, Hospital may, pa or prior 1o the expiration of the Due Diligeace erieds,
cither {1} teeminaie this Agreement by written notice to Developer, in which event neither party
shall have further ohligations hercunder, except a5 specifically set forth herein, or {if) waive any
Hogpital Condition that has not been satisfied, and proceed to Closing.

f Plang q proval. Hospital shall
have 1‘ho Pigitl to approve, in its sule and absalute discretion, the following with regpecl Lo the
Plans znd Speeifications: (i} Building cove and shell, {i) Site Plan including, without limitation,
walkways, landscaping, Parking Arca, signage and lighting, () exrerior materials, colors and
finishes of the Building, {iv} the foundation and floor siabz, and (v) Building sysiems eequired
for campus-wide consistency {cellectively, the “Hospital Approval Items"). Developer shall, m
leass twenty {20} busingss days prior o the end of the Due Diligence Peripds. o provide Hospital
with copies of the Plans and Specifications and Mospital il not unreasonably withhold its
approval of (e Hospiial Approved ltems. Upon submission of suzh copies to Hospital, Hospisl
shall have ton (107 business days to either approve the Hospial Appmval ltems or provide
written ohiections thersio. [thlopm shall, within sen (10) business days following delivery of
such ebjections, make gucls cevisions a5 reasensbly requested by Hospital.

Developer will cause the Improvements to be constructed in a Class A, butiness
oveupancy manner, gad the featuies and qualities of the Improvements. shall be included on the
Plans and Specificetions when delivered to Hospital for Hospital's review and approval, Two (2)

sets of the Plang and Smuﬁmtllorxs #s upproved by Hospital and Developer (the " Final Plans™)
shall be initisled by the parties, and one appeoved set shell be delivered i each of Hospital and
Developer, Approval of the Plans and Specifications and the Final Plaps shall sot imply
Haspiinl's appraval of the structural or enginecring designs. or quality or fitness of any material
or device used or that the same are in compliance with all Applicabile Law {it being agreed that
such compliance is sodely the Developer's responsibifity), nor shall i sefieve Develaper of the
regpoansibility of designing steuchurstly spund improvements free of defects, nor shall such
approval inpose any present or fitare {iability on Hospital to Developer or any thind panty.
Developer shall pey the costs of completing the Plans and Specifications and the Finat Plans for
the Improvements and kny and abl costs required 1o obtain e Approvals necessary 10 commence
canstruction of the Improvements.

7. Closing. The partics shal) use good faith. comunercially reasenable best eflosts w
achrieve Closing within thirly (30) days from the expiration of the Phase (1 Period, and
Commencement of Construction of thi Imprevements in a manner that ensures that e Buyilding
will be completed by the Auticipated Completion Date,

i8
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& Construction of lmprovements.

8.1  Timing Developer shall, subject to events of Force Majeare and Flospital
Delay, cavse the [mpravements 10 be Substantially Completed on or prier to the Anticipated
Complesion Dete,

52 Process. In connection with the eonstruction of the Improvemcats,
Developer shadl {2} enter fnto a project labor agreesent with Hospitak and local constraction
trade and lebor urigns, whereby Hiospital sed Developer each agree to use Urdon Contracters for
the Praject. and that their respective contractors and subcontractors alf agree to recagnize certain
cobiective bargaining agreements and dispute resalution precesses for work peeformed on the
Project, along with other masters ordinarily addressed in project [abar agreements in Suutheri
(Minois, and () solicit wet less than four {4) bids peneral rondreciors that (3) are considered
Usnion Contractors and that will agree to use Union Contragtors to peeform all facets of the work,
including all subcomtractors or sub-subcepntraciors, and {i) shot have considerable experisnce in
1he construction ol sienilizr facilities and that are gualified to perform such work, and, in additien
1o the foregoing sequirenient, Developer shall solicit a bid fom the peneral contractor selected (o
consiroet the Acule Care Hospital, Following Developer's reccipt of the bids, Developer shall
select the commercially reasonsble lowest priced, responsive, and responsible contractar for
completion of the Pojeet {each, & "Contractor” and collectively, “Comtractors") and shall
require that such Conlmcior cunsiruct the Project purmuant to & guaranteed maximum price
contract. 1f the costs incusred hy the Contrretor are less than the guaranteed maximum price set
out in the gueranmteod maximums geice contract (as sdiusted for any change orders during
comsiruction), Ween, after the Praject hus been Substantially Conypleted, Developer will advance
fifty percent (30%) of such cost savings received by Developer to Hogpital in the form of & cash
piyment.

83  Euilore to Timelv Complete. Renl under the Ground Lesse shell
commence upon Substantial Completion. Subject o events of Force Mateure and Hospital Delay,
at itz clection, Hespital miay either: {a) f Developer s enable to cause Sebsiautial Complation of
the hmprovemenis on of peier to thirly (30) days fullowing the Anticipated Completion Date,
impuse u per diem charge upon Developer egual o the sum of {i) the per diem Base Rent and
Qperating Expense amount due uader the Space Lesse, plug (i) One Thousand angd 00100
Dotlars (31,000.69) per day day beyond the dafe thit is thirty (34) days follwing the Anticipated
Completion Date that the Impeovements are iof Substantially Complete, or (b) if Substantial
Completion s not achieved within one hundred fifty (150) days following the Aticignted
Completion Date, terminate the Ground Lease, as described in the following senterce, in which
case Mospital will pay Developer the Appraised Valve (i any} of the partially complesed
Improverments less the appraised valoe of the estimsted cost 10 complete the Improvements, T
Develaper fails Lo pay Hospital sueh per diem charge when due, or if Hospital clects o terminate
the Ground Lease wnder clause (b} in the nmnedistely preceding semtemce, then, afler the
cxpiration of applicable notize and cure periods hercunder and wnder the Ground Lease
{inchading, without limitation, those 1 be given 10 a leasehold mortgagee undee the Ground
Lease), and subject Lo those cure rights given 1o such mongagee, Hospital shall have the right (o
lerminaie this Agregment and the Ground Lease by giving Developer and mongages written
owtice of such ¢lection within sixty (603 days after the expiration of such sure periods. Subject to
events of Fawe Majeure and Developer Delay, if Developer is unable to cause Substantial
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Completion of the Improvements on or prior to the dole that 15 thirty {30 days following the
Anticipeted Completion Date as g result of Hospital Delay, Developer, at its election, may
impose a par ghem charge upon Hospital equal 1o One Theusand and 004100 Dollers (51,000,00)
for euch day bevond the Anticipated Completion Date that the Improvenents are not
Substantially Complete as a resull of such delay,

84  Cost Beveloper shell pay att costs and expenses incurred in connection
with e Improvements, Including, without Hmiwtion, Construction Costs, insurance, and
Developer's legal fees. Hospital shall aot be liable for any portion of fthe forcgoing.

B¥  Procorement and Compliance wit provals, Developer  shall
procure, a1 Developer's sole cost, e Approvals, any and all necessary building permats and the
Centilicale of Oceupancy (excluding any permit or approval associated with g Certificate of Neod
from the Tinols Health Facilities and Services Review Beard, which Haspital shatl upply for and
ubtmn with the assistance of Developer). Developer shall deliver 1o Hospinl, at Beveloper's
expense, evidence of compliance with all Approvals, including peyment of all permit fees and
othier construgtion fecs and escrows, ifany.

8.6  Supervision. Developer sholl supersise the congiruction of 1he
liprovemenis so Lhat they are constructed ina good and workmanlike nianner and in accordance
with this Agreenent, the Final Plans, the Approvals, the Constraection Agreement, the Ground
Lease and alf Applicable Lave Construction of the Project, once undénaken, shalt praceed in &
contintious and reasonably expeditious manner Entit completion of the Progest is achieved,

8.7  Open Rook. The Project will be devsloped in an “open bock” manner
where sl fnancial information retuted o the conssruction of the Project will be shared with
Hlospital as and when reasonabily requested by Hospital,

8 Critical Path. Adtached a5 Exhibic B s & master schedule tht includes a
detailed eritical path timeline for the development, construction and compledion of the
Imgrevements that has boen approved by Hospital (e Y Critical Path™y. After the Elfective
Date, Developer shall prepase in writing and fumnish 1o Hospital, 2t least monthly, a job progress
schedule reflecting the stalus of the development and construction of the Project and the
projected time o complete the same and reflecting any delays in any of the various stages of
sach work set forth in the Critical Path and ail proposed plang and undestakings 1o corsect or
accommodate such delays, all 1o the end that Hospital shetl be fully apprised in writing feni
month o moni as 10 the status of such construction.

8.9 Compilation of Wwrranties. Upon Substential Completion of the
Impeovements, Developer will require the Contractors 1o obiaine and compile any snd all
warraptics aml guasantees received from all zontreciors, subcontractors and suppliers of
equipment for the buprevements, Doveloper, ol ug sole coft and e2xpense, will cause the
Cuontractors W couse the apphicable Contractar, subcontracter of supplier o emedy any
deficiency, error, deflect or insefficiency in construction to the Improvements caused by
defective, insufficient. erronenus, or poor workmanship or materials which are brought te i
attenlica by ovitlen votice within a period of two (2) years from the completion of the
[mprovements fes evidenced by a cerlificate ol sompletion from the Architect).
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8.0 TYemporarv Construction  Easement. Hospilal hereby granis o
Devefoper and  Developer's employees, agents, designees, suppliers, coatractors und
subcontractors, a temporary, aon-cxclusive, imited easement tu go onto partices of the Campus
as reasonably nocessary for fhe limited purpnse of faciliteting construction of the Improvements,
such ag the Parking Area. [n addition (o the terms and conditions set forth herein, Developer shall
comport with all of the tarmy and conditions in the Ground Lease that epply 1o the construclion
of the hnprovements. The exsement granted in this Soction 8,10 is subject o the other terms and
canditions set forth in this Section 3.10.

8.1¢.1 This easement shall extend for a finite term and shall be of &
temporary nafore. The term of this easement ghisll extend until such time as the core and shel
and jnterior cormon: areas of the Building have besn Substantially Completed, but in sy event
not Later then sixty (60) dayz foflowing the date of Substantial Completion, subject to extension
fur matters constituting Force Majeure and Hospital Delay. [f requested by Hospital, Developer
shall excowte and deliver an sgreement in reonrdable form evidencing the termination of this
casement; provided, however, that the failure to record & formal termingion of this easement
shall not affect the wermination of this easement in accordance with the terms sct forth herein.

§.10.2 Deweloper snd Developer's contractors, subeomienctors, employces,
suppliers, designees and agents sball comiply with all safety rules. regulations and wrillen
instructions imposed under sl applicable laws, statutes, codes, ordinances, rules and regulations,
Huospital end its apents shall have the right, a1 alf timey, with or withowt prige nolice, te g9 into or
onto the construstion arcas for purposes of insgecting the arcas to determine whesher Developer
is complying with the safety oblizgations imposed herein; provided, that Hospital ard its agents
shall comply with alf reasonalde 1ules conceming entry onto the construction areas eslablished
by Devefoper and s agents.

8.10.3 Prior 10 commencement of axy consiruction or site prepaeation
setivities, Developer shall provide, or shall cause its contractors and subconkractars to provide,
the insurance coverages vonteinplated in Anticle 3 of the Ground Lease in connection with its
CORSracnn activitics,

Such: policies shall contain provisions requiring not fess than ity (30) days’ nstice o
Haspitel prior to cancellation, wrmination or change of named insured or payee. In addition. |
cach such policy shall, as appropriate end w the oxtent reasonsbly obtainable by Developer's |
Centraciors and ssbeontzectors, contain provisions allowing waiver of rights of recovery prior to
1 loss and waivers of rights of subrogation against Hospital on the part of the insurer. Developer
shall cause its Contraciors and subconfractors to provide Hospital with centificstes of inserance
complying with the terms and provisioss set forth above.

Developer shall cause each Contractor amdd subcontractor to agree in writing 1o delend,
indeanify snd hold Hospital, its efiplosees, officials and agents, harmiess from and against any
liabilities, claims. dmmapes, Hens, encumbrances, suits, causes of actien, judgments, fines,
penalties, costs and fees, insluding, without Bmilution, storneys’ reasonable fees and costs of
livigaticn o7 dispute resotution arising oot of ot in conacction with such contractor’s or
subrontracters actinns on or wse &f the construction aeeas, including, without limitation, the
performance of any work thereon; provided, however, that such indemuiity shall net extend 1o
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any Bability, claim, damages, lien, cacumbrance, sult, cause of acticn, judgment, fine, panalty,
eost ar fee arising out of the weghigent or willful and wanton act or omission of Haspital or its
agenls,

8.104 Developee shall bear all risk of loss. damage, thefl,
niisappropriatian or otler casually to alf or sy portion ol Develaper's personal property located
on, a1 or about the Hospital's property, Developer shall, at its own discretion, procure spprapriate
insurance coverage in amounts, with deductibles snd from insurers a5 Developer deems
appropriate. [n no cvent shall Hospital be Hable for intermipsion of the work, or for thelt of,
damage o, G replacement or repair of, Developer's personal property.

811 Construction of the Infrastructore. Hospital shall ke required to
eomplete The Infrastrocture in a thmely manner st that the opening of the Building occurs an the
Ardicipeted Completion Dale subject to Force Majeure and Developer Dielays. The scope and
the timing of the performance of the nfrastracture work 19 be performed by Hospital will be
finalized by Hospital and Develaper during the Due Diligence Periods. In exchange for Hospital
completing the Infrastructure, Developer agrees 10 reimburse Hospital Two Million Seven
Hundred Fifiy Thousand and 007190 Dollars (32,750,000.00) ("Infrastructure Allowance”),
wpen the earlicr of (8) Tive {5 business days following thic date thal Developer closes on its
constrnction loan for the Project, ar (b} the date that Developer or the Contragtor beging work on
the Project, which will be evidenced by earth moving or foundation excivation. During the Due
Diligense Porviods, Huspital will be permitied 0 adiust the Infrasirueture Allowance up or down
in the event thai the cost of performing the Infrasiructre work increases or decreases, and b the
everl [hat the Infrastructuse Allowance is increased or decreased, Developer will revise the
Praject Budget and the Base Rent amount payable by Fospital under the Space Lease to account
fisr the increasy oy decreasge,

9, Construction_Site Safety and Legistics. Developer shall insmall and maintain
appropriatc and nesessary signuge, reasonsbly aceptable to Hospilal and Developer diresting all
congiruction walfic o dhe Project Premises. parking. slorage areas, and staging areas using routss
reasonably acoeptable to Mlospital and Developer,

%.1 Lopgistics Plan, Developer shull prepare and submit to Mospital for its
reasonable approvel a construction site lopistice plan (the “Legistics Plan™) o courdinate the
efferts of Hospital, Develeper and their respective conteactors. and govermmental agenciss.
Developer shiall submit the Logistics Plan to Haspital prior 1o commencement ol construction af
the Improvements. Hospital shall promptly revies, connnens on, and reasonably approve the
Logistics Plan prioe to Develaper proceeding with construction on the Project Premiges, If
Haospital {ails 10 respond in writing with any specific objections within five (51 business doys of
Developer's request tr approvel, such Logistics Plan shall be deemed approved. The Logistics
Plan shall b2 coasistert with ongoing constrection activitics on the Campus. The Logistics Plan
shall comtgin o soaled drawing ("Drawing™) showing all applicable rights-ofvway, existing
impmvements within close proximity of the Improvements, and those items specifically
identificd below:

[N
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&1.1 Contractor Pacilities. The Drawing shel] show the presently
contempisted appeoximate Jotation of contructor, architeet, and subecontractor field offices,
storage areas, and staging arcas;

%12 Access Poiots, The Drawing shall show the  presently
conlemplated approximate location of material delivery points and other access puints to the
Praject Presises and pasking, storage, and staging greas;

9.9.3 E§lklng The Drawing shall identify the presently contemplated
up?m\llﬂ'ﬂ.ff location of parking arcas for consiructinn workers, othier consteuction personmel,
and visitors. Such perking arcas shall be paved or 2l weuther gravel surface and located as
mstually agreed by Hospital and Developer,

9.1.4 Construction_Signs. All directiona! and information signage
refated to Developer's constroction activities,

9.1.5 Excavation Haul Router, The Drawing shall ientify ihe
presently conternplited approximate location of haul rowtes. Hospital and Developer shall
cozperate in determining the placement of sueplus excavation at a location reasonably comvenient
10 the Priject Premises on the Campus; and

9.1.6 Sasitation. The Logistics Plan shall describe trash and litter
hangling and dispossl methods and frequencies. The Drawing shall show proposed, approximate
tocations of temporary dumpsiers and temporary toilet facitities, The Logistics Plas shadl identify
the propased, approximate location for washing doswn concrele trucks. Developer shall mainsain
the Campus free of windblown debeis o the extent ariging from the construction of the
Improvements.

92 Other Requirements.
920 Permitted Times for Constroction. No construction work shall

be permilied doeing such timex prohibited or requested by any governing aulhatity.

@22 al Construction, Developer shall notify ng'nm!
& lewst 24 fcauirs prior ta the commencement of any wnusiial or excesgive sound causing
somstruction on e Catpus of within any right-of-way on the Canipus or prioe to any significanst
and unusval usage of rights-of-way by beavy equipment.

923 losuraage. Developer shall peocwre end maintain during ihe
course of construction and wnstallation of the Improvements a policy or policies of insurance,
writien by 2 responsible insurance company or cormpanies, iasuring Developer, Ground Lessee
and Hospital against any and all losses, claims, demands or actions for injury 1o or death of any
ORe OF More Persuls in any one occurrence 1o the limit of not fess than Three Million Dollars
(S3.400,000). and for damage 1o property fn an amouwn not less than One Million Dellars
(S1,500.000). which irsuranee will cover ascidents or ocurrences: (it ocesrring on the Campus
and Projezt Peemises; and {3i) arisiog from, related to or connected with the canstrction of the
Impiovesents and any other improvements described herein, Develaper shall also procuze and
raintain al all tiowes amy insurnce vequired by and speeified within the Ground Lease. 1f

&

80C2 SEBHR 6 7 2014 Attachment 2

DM_US 54329961-2.T13706.0010 57

8/22/2014 3:57 PM



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSSI Page 9C

requested by Hospital, Landlord shall provide to Hospital centificates of such insurance. [T
pemitted, all policies of insurance shall cordain 2 provisien 10 the cffect that they may not be
canceled except upon thirty {30) days prior wrillen notice to Hospital.

Rep tives of Developer and Hospital. Developer designaies Anthony
Lampngnna as it FCPJ’CSEMIIW" for all pmrpmws nf this Agreement. Hospita! designutes Amy
Rallance as its mpwvmauvc for all purpnses of this Ag*ccmem Wiierever this Agrecment
requires any notice fo be given 1o or by 4 party, or any determination or action to be made or
taken by a party. the representative of each parly shall act for and on behalf of such party, and
the other party shall be entitled 10 rely thereon. Either party may designate one or more substitute
representatives for all or a specified portion of the provisions of this Agreement, subject 10 notice
to Lhe other party of the identity of such substinuie representative, From time 0 time during
gonsiguction of the impm‘u‘ﬁ-mw';;, Hospilal, and its employees, ngeats and consultants may. but
shall not be required to, examing the status of the construction without oblaining permission
from Developer and without delivering any prior nidice of such entry, provided that Hospital and
its agents shall comply with all reasonable rueles concermsing entry onio the conslruction areas
established by Developer and its apenis,

FE Beveloper's Additions] Responsibiligdes. In addition 10 ifs obligations elsenhare
expressed in this Agreement, Developer shall have e following additional responsibilities:

I Manapenent of Contrnctor{s). To require the Comtracionsy (o amange
for end coordimste the obtaining of all labor end materials required to devetop. construct and
furnish the lmprovemenss in accordance with the Final Plans, and e terms of this Agreeinent,
the Construction Agreement and the Gronnd Lease,

18,2 Complianee with Construction Loans. To coinply with all requirements
of the constrection fpan during constriction of the Improvements. including. without Timitation,
providing interim wiivers from contractors and subcontraciors and other docuiments necessary to
receive congruction funds.

F1.3 Mechanics Lien Waivers. Lpon comgpletion of the Improvements,
Developer shall defiver to Hogpital, daky exgcuted waivers of mechanic's fiens ¢ signed by eack
contractor and subcentractor which provided labor or materials on the ITmprovements.

[ Representations.

121 | p. Hospital represents that HSHS has good, reeord and
imorketable sitke in fee sn‘np!& to $§v* Campu:«. subject only to the Declaration, Ground Lease and
such matters disclosed in the Title Commitment and Survey, Oa or prioe 1o the conunencenent
of construclion of the Acute Care Hospital, HSHS intends to transter tithe 1o the Cempus to
Haspital,

122 No Breach of Other Apreements. Each of the panics represents 1o the
other that weither will viclate any other agreements or dosumenis by which it may be bound by
entering into Lthis Agreement nor performing their respective obligations bereunder,
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123 ability, Each of the parties hereto represents and
warrants 1© e other that if 15 thﬂy authorized to m{.'zcmc deliver wnd perform this Agreement,
that this Agreement is kegal, valid, binding and enforozable againsl such party in accordance with
ifs terms excepl as enforceability may be Bmited by bankrupicy, insolvency, recrganization,
moratoriany or simifar laws thi affect the enforcement of creditors’ rights generally; and that
such party’s exccution, defivery and performance of this Agresimesnt does not violsle or constitute
a breach of any agreement to which sucli party &5 a perly, or any law, order, rule, regulation,
decree or rward of sny spplicable governmental authosity.

124 No_ Brokers. With respect to the transactions comtemplated By this
Agreement, each of the parties yepresents to the other that 1t has not engaged any broker in
connection with such teansactions. Each party hereto agrees that if any person or entity makes
cloim or files & Ben vpor any portien of the Cempus for brokerape commissions or finder's fecs
related 10 such transections, snd sueh claim is made by, throngh or om account of any ae1s or
alleged acts of said party or its representatives, said party will protect, indemnify, defend and
liokd the otier party free and harmless from end against any and all Toss, hability, cosl, damage
and expense {including reasonable attorneys' fees) in connection therewith,

13 . The parties and their consultants andfor agents will use
commerekatly ..rr;axmnaulcz r.-:,fforts to cause a2l inforination that 18 obtained in connection with the
negotistion and performance of this Agreement and the project to be treated as confidential and
wilt nov use, and will not knowingly permit others o use, any such information in 8 manner
detrimental @ amy of the parties; provided, however, that the foregoing shall no apply to
information that (i} was known prior to the date of this Agreement, (i) is or thereafter becomes
fawfully obtainable from other sources, or (ifi) is necessary or appropriate ta disclose to Ay
regulatory sothority having jurisdiciion over the pmw,s or any sifhate theveol or s atherwise
required by law. The parties acknowledge that there is not an adeguate remedy at law for the
beeach of this Section and that, in addition to any other remedies svailable, injunceive reliet may
be gramted for any such breach, The provisions of this Section shall survive any teemingtion of
this Agreement. Nolwithstending anything to the contrary herein, to the extent that this
Agreement is terminated and Hospital reimburses Developer for its Ot of Pocket Expenses, the
Due Diligence Materials will not be considered confideatial under this Section 13, and Hospital
may use and distribute the Due Diligence Materials in any manner that it decms scceptable,

14, Swrvival of Terms; lndetnnification.

Iy fity, All of the terms and conditions of this Agreament, together
with the represenfations, warrnties and covenants contained herain or in any insirunent or
docuniery delivered or fo be delivered pursuant lo this Agreement, shell survive the expiration of
this Agreement for the duration of all applicable statutes of limitation,

142 Indcmnification Bv Developer. Devcloper shall indemnify, defend and
hold Hospital and s alfiliates harmiess by, against and in respect of any #nd all damage, loss,
deficiency, liability, obligation, commitment, cost or expense (including reasonable attorneys’
fees) resulting from. o in respect of, sny misvepresentation, breach of warrenty, or noa-
fulfillowent of any cbligation on the part of Developer under this Agreement, any documen
relating thereio or contained in any schedule or exhibit to this Agreement, o1 from any

4

-t

80C2 SEBHR 6 72014 Attachment 2
DM_US 5432996 1-2.T13706.0010 59

8/22/2014 3:57 PM



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- July 2013 Edition
HSSI Page 9C

misrepresentation in, omission from, or failure to keep cucrent any certilicate, schedule, exhibit,
ather agrectwent of instrumenl by Developer o under the control of Developer, or fram
Developer's or Developer's ageaty, employees’, representatives’ or independent contraciors’
aecess or wse of the Campus and/or the construction of the Building, snd all demands,
assessments, judgments, costs and reasonable attorneys” focs and other expenscs arising from, or
in connection with any action, claine, obligation, Lobility, expense, lawsuit, demand, suit
inquiry, heering, investigation, notice of & vialation, litigetion, proceeding, arbitration, or other
digpute, whether civil, criminal, administrative or otherwise, whethir purswsint 10 coatractual
nbligations o atherwise {"Claim™), incident to any of the foregoing, except 1 the extem such
Claiim is the result of Hospital's neglipence, reckiessness oF willful misconducs.

14.3  Indemnification by Hospital. Hospital diell indemaify, defend and. hold
Developer and its affiliates harmless by, against and in respect of any and alb demage, loss,
deficiency, liability, obligation, commitment, cost or expense {including reasonable attorueys'
fers) resulting fram, or in respect of, any misrcpresentation, bresch of warranty, or non-
fulfillment of any obligation o1 the part of Hospitel sinder this Apreement, any decumnsil refating
thereta or contained in any schedule or exhibit to this Agreement or fram any misrepeesentation
1 or omiission frome, or Gailure 10 keep current any certificate, schedule, exhibit, other agreement
or instrument by Hospital or ender the control of Hospital hereunder and all demands,
asseasimerits, judgiments, costs and reasonable afforneys’ fees and other expenses arising from, or
in conmection with any Claim incident to any of the foregoing, except to the extent such Claim is
the result of Developer's negligence, recklessness or willfil mvisconduct.

144 Third Party Claims. Tle following procedures shall be applicable with
respect to indemnification for third-party Claims, Promptly aftes receipt by the party sceking
indgrnificaiion hervonder {(hereinufter meforred 1w s the “indemnitee™) of nofice of the
cammencement of any action or the assertion of aay Claim, liabllity or cbligation by a third
party (whether by legal process or otherwise), ageinst which Claim, liability or obligation the
other panty Yo this Agreement (heceingfler the “todemnitor™) s, or may be, required under this
Agrasmen 1o demnily such mdemnites, the indemnitee will, i a Claim thereos is o be, or
may be, made against the indemnitos, nofify Mo indemnizor in writing of the commencement or
essortion thereol and give the indomnitor a copy of such Claim, provess and all legal pleadings,
Failure of the indemnitee © provide such notice shatl not limsil ar exclude the ndemnites fram
obwining indemnification undere (his Section, unless such failure has 8 material adverse affect on
the ability of the indemniior to defend against any such ¢laim. The indemnitor shali have the
right, a1 18 sebe discretion, (o asswne the defense of such action. The indemnitee shall cooperale
in e defense of such Clatms. [T the indemnitor shall assime or participate in the defense of such
audit, ngsessment or other proceeding as provided herein, the indemnitee shall make available to
the indemnitor all relevan: records and take such other actions and sign such documents as are
netessiy fo delend such sudit. zssessment or other proceeding. W the indemnitee shall he
required by fudgmient or a seftlement agiversent (o pay ary amatnt in respect of any obligation
or liability against which the indemyitor has agreed W jndemnify the indemnitee wnder his
Agresment, the indemaitor shall eeimburse the indemnites an amount equal 1o the amous of
such paymient. An indesanitor shall have ihe right 1o seftie any Claim against the indemnitee.
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15.  Buildin agement. Landmark Healthcare Facilities ("Landmark™) will
serve as the initial property manager for the Building pursuant to a separate agreement between
Hospital and Landmark (the "Management Agreement”}, Landmark and Hospital agree o use
Hospitzl's form of property mansgement sgreement, subject to any commercially reasenshle
medifications thereto in order 1o incarporate thie following concepts:

13,0 Under the terms of (he Munagemenr Agreement, Landmark will be
responsible for maneging the Building and performing all maitenance, cleaning, waste disposal
citre, securily, ooy removial, pest contesl, [awn care, fandscaping and safely services for the
Peaject Premizes (each a "Marnagement Responsibility and collectively, "Management
Responsibrilitics™).

152 The term of the Managemcent Agreement will be five (3) vears from the
Commencement Date. Thereafter, Hospital may elect 1o serve 3s the property manager and fo
perform all of the Management Responsibilities, or 0 cngage snothier Person to gerve a8 the
property manager for purposes of performing the Manepemenl Responsitbilities,

I153  Dering the term of the Manapement Agreement, Landmark will be éntitled
to charge a monagement fee for serving as the properly manager and pecfocroing the
Management Responsibilities in an omound ogual to Three pereeit (3%94) of the Base Rend and
Operating Expenses charged under the Space Lease.

154 At the request of Hospital, bul not more than on¢ time ench leasy vear.
Landmark will work with Hogspital 1o identify repitable vendors in the community who are in the
buginess ol performing Management Rosponsibilitics for commercial propesties in he
community, To the extent that Hospital desires 1o perform eny Management Respoasibility,
Hospital will be considered a eeputable verdor, Landmark wili then solicit bids for Manapement
Responsibilities from the vendors and select the lowest prived. responsive, and responsibie
vendor t perform the Managenient Responsibilities. In all cases, Hospital will be given a
preference 1o perfenm the Management Responsibifitios, o the extent that Hospilal desires to
perform ene or mors Manzgement Responsibilitics, ower any other vendor, so lenz has Hospital's
bid to perform the Management Responsibility or Managemen Respensibilities is o more than
four percent (4%6) more than the fowest priced bid thas bes been issued by a responsive and
repurable vendor,

15.5  In the event that Hospital agrees fo perform a particular Monagemend
Responsibilite, thers Landmark will not be entifled o charge Hospits} an Qperating Expense for
performing that particular Management Responsibility being performed by Hospital
jcollectively, "Management Costs”); provided. however, at the request of Hospital, Landimark
agrees 1o pass theough any Management Costs 25 an Operating Expense to any tenant leasing
space in the Building,

15.6  The Maonsgement Agreemient shall include commercislly rcasonable
defoulr and cure provisions in the event thar Landmark fails to perfoem its Management
Responsibilities.  In addition fo the foregoing. the Mimagement Agreement shall include @
prewision whereby Landimark will be in defaul thereunder in the event that Lendmark fails to
perform gny Management Responsibility to the reagonable satisfaction of Hospital, and o the

7
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extent that Landmark fetfs (o cure the default to the reasonable satisfietion of Hospital, then
Hospital may exercise any and all remedies under the Manaperient Agreement, including the
right 10 terminate the Mansgement Agreement.

15,7  [n addition 1o any and all other righls and remedics granted to Hospital
under the Management Agreoment, Hospital shall have the umilsteral cight, with or without
cause, (o requeest that Landmark or any vendor providing a Management Responsibility under the
divection of Landmark, replace any person or persens performiang or otherwise carrying out a
Managemeni Responsibility, and upon such request, Lapdmark <hal] replage, or force any vendor
fo replace, said person or persons.

6. Notices. Any notice, consenl, approvel, or other communication which is
provided For of vequired by thiz Agreement must be in writing and may be delivercd in person 6o
anv party or iy b2 sent by Federal Express or other repiutable courter service regularly
providing evidence of delivery, or registered of certifted U8, Mail, with postage prepaid, rotuen
receipt requested (with charges paid by the party sending the notice). Any such notice or other
written comnunizations shall be deemed received by the party fo whem it is sent (i) in the case
of personad delivery, on the date of delivery to the party to whom such notice is addressed ag
evidenced by a written receipt signed on behalf of such parly, (i) in the case of courser delivery,
the date receipd is acknowledged by the party i whirm such ngbice s addrozsed 43 evidenced by
o writen receipt signed on behelf of such party, and fiiE} iy the case of registered or certafied
mail, ihe earlier of the date receipt b ackaowledged o the veturn receipt for such notion or five
{5y business days afler the daie of posting by the United States Post Office. For purposes of
potices, he sddresses of the parties hereto shall be ag follows, which addresses may be changed
AL any time by written notice given in accordance with this provision:

[f 1 Developer:

Landmark Healhicare Properties Fuad, LLC
839 Nosth Jefferson Street - Sutie 600
Milwankee, W 33202

Attn; Amthony Lampasons

T8 to Hospital:

8. Eliwabeth's Hospifal
2115 3rd Strect
Belleville, H 62220
Agin: President & CEBEO

Witk copies o:

51, Elizabeily's Hospiial

224 W, Garfield, 2ad Floor
Believille, [E. 03320

Attn: ), Nicoke Fewer-Holst

18
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and to;

Hall, Render, Killian, Heath & Lyman, P.C.
Suite 2004, One American Square
[ndisnapolis, Indigna 46282

Arty: Andrew Dick

Y. Naring Rzghm Huospital shall hawe the right to name the Building, provided it
such nama shall be approved by Developer in s reasonable discretion.

18.  Yime of the Essence. Time is of the essence in the perfosniance of all obligations
by the parties under this Agreement.

19, Press Releases No press release or ather public annouicement or statement
concerning this Agreement or the transactions comemplated hereby shall be made by either party
withoul advance approval thereof by all parties, except as may be required by faw,

20. rial by v, The partics ﬁwwhy knowingly, voluntarily and
intentionally waive the right emher may hmvc te & trial by jury in respect 1o any titigation bused
horeon, or arising owl ufv wnder ar in Connecton with this Apreement and any agreemein
contenplated o be executed by the parties in conjenction herewith, or any course of conduct,
coirse of dealing. statements {whether verbal or written) or actions of cither party. This
provision is a material indecement for the parties entering into this Agreement.

211 Except as otherwise provided in Section 21.2 below, neither party hereto
shall have the right to assign this Agroement of any of its rights bereunder without the prior
weitten consent of the olher party, and any such assignment in the absence of such wreitten
consent shall, far all pusposes, be dewmed null and void.

213 Nowwithstanding the provisions of Section 21.1 hereof, Hospital shalf have
the ahsolute right and privilege, al its scle aption and in s sele discretion. & any Vime and from
time 0 time, to assign Hospital's rights and inferesis under this A greement, subject o the
provisions hereof and all of the rights of Developer hereunder, in whole or in part, t an Affiliste
of Hospital or to any persots or entity participating with Hospital in the acquisition, ownership or
development of sl or any porticn of the Project.

22, Developer Default. If an Event of Default exists, as defined herein, Hospital shall
have the right, in addition to all other rights and remedics available 1o Hospital at faw of in
equity, 1o términale this Agreement by giving written notice of such termination to Developer,
Any one or more of the following events shall constitute an "Event of Default™ by Developer
under this Agreement:

221 if Developer shall fail to observe, perforia or comply with any term,
covenant, ageeement of condition of this Agreement which is to be observed, performed or
complied with by Developer under the provisions of this Agresment, and such failure shall
continue uncured for thicty (30} diys after the giving of written notice therest by Haspital to

29
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Developer specifving the matwre of sueh fziture (or such longer period of time by maty be seeded
in the axazise by Developer of due diligence to effect a cuze of any non-monetary defaelt);

222 1f Developer shall make a gencral assignmenl for the benefif of creditors;

203 [fany petition stall be filed against Developer in zny court, whether or not
pisesnant s any statute of the WUnited States or of any slete, in any bankruptcy, reorganization,
dissolution, liquidation, composilion, extension, arvsngeiment or jasolvency proceedings, and
such proceedings shall not be disimissed within thirty (3%) days afier the institution of the same,
o i niny sueh pelition sholl be so filed by Developer; aril

224 If, in any proceeding. a receiver, trustee o figuidator be appointed (ar all
pr o substantial portion of the property and assets of Developer, and such receiver, trustee o
liquidator shall not be discharged within thirty (30) days ater such appointment.

Notwithstanding the foregoing, after the execution of the Ground Lease and the Construction
Agreement, the terms of the Gronnd Lease and Construction Agreement shall govem defaules by
Developer and she remedics of Hospital in connection with the completion of the Project,

23, Defanlt of Hospitel, I Hospital fails to comply with or gerform in any respect
any of the material terms and provisions to he complicd with ur any of the obligations o be
performed by Hospital under thi Agreement prior to execution of the Ground Lease, and such
fatlure continues uncured for o period of thiry (30 days afler written notice o Hospital
specifying the mature of such default {or such longer period of time as may be meeded in the
exereise by it of due diligesice w effect & cure of any such nos-monetary defanlty, then Developes
shafl have the right, in addition to all asher rights ard remedies available to Developer af law or
in equity, an its oplicw. U lerninate this Agreement by giving written notice thereof to Hogpital,
After execution of the Grpund Laase, the tems of the Ground Lease shall sovern defuulls by
Hespilal and ramedies thesefor.

Naotwithstanding the foregoing, sfler the execution of the Ground Lease and the Construstion
Agreement, the 1erms of the Ground Lease and Constructicn Ageeement shall goveen defaults by
Hespital and the remedies of Developer in connection with the completion af the Project.

24, Without Cause Termination. If, at any lime prior to the Closing, a paty
delermings, i its sole discretion. that it will not proveed with the Projest as it is currently heing
planned by Developer, such party may tcrminate this Agreement by providing written notice 1o
the vther purty, in which evend, this Agreement shafl de null and void and neither party shall
hove any further obligations hereunder. Notwithstanding the foregoing, Haspital or Developer
{each, a "Terminating Party™) mey not elect te erminate this Agreement uades this Seetion 4.
i, at the time of its eleclion to weminate, the Terminating Party has received netice from the
other pady (the "Non-Terminating Party™} that it has commitied a defoult or an Event of
Default under this Agreement, or, the Terminating Pary has received notice from the Non-
Terminating Party that if the Terminating Party fails to cure an sot or omission within a specificd
pariod of fime, the Teeminating Party will heve commitied a defoult or an Event of Defanlt under
this Agreement. Except as otherwise contemplated in Section 23, if this Agreement is termyinated
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vader 1his Section, Hospital will be responsibie for reimbursing Develaper for Out of Pocket
Expenses.

23, ¢ T 8. 1¥this Agreemoent terminates for any reasan other than
{a} sn event of de alt o of Devetoper in the performance of its duties, or {b)
Developer or Hogpital determines that the Projest is not feasible, a3 reasonadly derermined by
Hospital or Developer, in that the Project carnot be completed us it &5 currently contemplated
(e.z.. the Base Rent amount increases; satisfactory Onancisg is w0l available to Developer ar
Hospital; the Leasing Threshold has not been satisfied; governmental approvals, penmits, or
Hicenses cannot Be secared in o tmely manper or for reasonable sums of mondy, or any
combination of the foregoing; or any other clange in the Project o limiting factor diaf mskes the
Project not feasible). then Hospitai will pay ro Developer for any Out of Pockal Expenszes
ineurred by Developer in connection with the Project thst are supported by evidence that sueli
expenses were paid of incumed by Developer in conmection with the Project. Develgpor
acknowledges and agrees that it is going "at risk™ for Qut of Pocket Expenses if it fails to
perform its obligations under this Agrcement or the Project is not feasible as wniem’plmcd in
“(a)" ar "(by" above (cach, a "Developer Default™). Notwithstanding the foregoing, except in the
event of a Developer Default (where Hospital is not required to reimburse Developer for amy Out
ol Pockel Expenses), Hospitsl's ebligation 1o reimburse Developer for Out of Pocket Expenses is
Timited to Fitty Five Thousand and 09700 Dollars (553,000.09) withowt the prior written consent
of Heospital.  Hospital will wot be required to reimburse Developer for any Out of Pocket
Expenses if the Development Conditions and he Huspitsd Conditions are satisfied and Developer
proceeds with construction of the Project, a5 Developer's investiment will be recoverable through
its develnpmert of the Praject.

26.  Actions Upo g, Upom anv termination of this Agreement, and
payment by Hospktai of the Oui of Backet 1-\;)"1154:-5 tn Develaper, Developer shall deliver and
assign a0% doterest to Hospital or 10 such other person as Hospital shiall designate i wriling. atl
olans, materials, supplies, equipsment, Keys. cootracts, documents and books and records
(tollectively, "Duc Diligence Materials"y penzining to this Agreement oo the development af
the !m.proveme\nrs within the possession or controf of Developer, Developer shall aiso fimmish sl
such information, take afl such other action and shall covperate with Hospital as Hospital shall
reasosably require in order o effectuate an orderly and systemabic termination of Developer's
duties arnd activitees herelinder and fransfer of duties 1o a syccessor,

27, Governing Eaw. This Agreement shall be governed by znd copstrued in
sccardance with the laws ol the State of Hlinois.

28, Counterparts. This Agreement may be executed in multiple coustterparts, each of
which shall be deemed am original but all of which shall constitute one and the same A grecment.

29, Eutire Agrecment. This Agreement, the Ground Lease and the Declaration, shall
contain the entive understanding mmong the parfies and supersedes any prior understanding snd
agreemnents between them. respecting the Project. There are no representations, agreements,
arrangeinents or understandings, oral or wrillen, belween or among. the parties hereto relating to
the subjoct matter of this Agreement which sre nat fully expressed hereia.

34
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3. Severability. This Agreement is iniended to b perfonned in accordance with,
and only to the extent permitied by, all Applicable Law. If eny provision of this Agreement or
the application thercol to any person or circumstancs, shall, for any reason and 1o any exient. be
invalid ot vneaforceable, the remainder of this Agreement and the application of such provision
to othee persons or circumstances shall not be affected thereby, but rather shall be cnforced to the
greaiest extent parmitted by Applicable Las,

3i.  Secctien Headings. The section headings are inserted only as 2 matter of
comvenienee and for seference and in no way define, Hmit or desoribe the scope or intent of this
Agreement ar in any way allect this Agreement.

32, Suecessors and Assigns, This Agreement shall be binding upon and shall inure to
the benafit of the parties hercto and their sespective suceessors and permitied assigng, Whenever
the terms "Hogpital" and "Developer” are used herein, they shall be deemed to include Hospitul
and Developer and their respective successers and permitied assigns in the same manner and o
the same extant a5 il specified cach time said toms appear hergin,

33 oppel € s, Bach party hereto shall, fromm time 1o fise, upon noi less
than twenty (“'0} ‘zw*-; notice from the other party. execute and deliver 1n the other party a
certificats stating whether or not, o the best of the certifying party’s knowledge, thar g
Agreement i unmodified and in bl force and effect, or, if moditied. that this Agreement is in
[ull force and effect as modified, and dating the moedifications. and steting whether or not, 1o the
best of the centifying panty's knowledge. the other party &5 in default in any respect under thiz
Agpeenment, and, il in defuull, specifying the natere and character of such defaclt,

34, Amendment. This Agreement may not be amended, ahered or medified except
by mstrument in writing and signed by the panies hierelo.

35, Property Taxes and Tax Division. The raves and assessmentls (collectively.
“Tuxes”™) for the Project Premises shatl ke promied betweesr Hospital and Developer as of the
dore of the Cloging {"Proration Date™). For exampie. i the Proration Date is December 31
204, then Hospital weuld be responsible for all Taxes assessed apainst the Project Premises thal
are payalde in 2013, and Developer would he rcupmasii‘b[t far all taxes asscesed againsy the
Project Premises that are due and puyabie in 2016 and at any point in Gme thereafier so long 23
the Ground Lease is in prace. Because the Projest Premises are cureenily taxed as 4 pottion of a
larger parcel, Hospital shall pay any Taxes oa the larger parcel doe and payable through the
Proration Date to taxing authorities, and ¢hall continue to pay the read provernty faxes assessed
end billed against the farger porced, including the Project Promises, on or before the doe date
thereof, provided that Devcloper pays its alloceble postion of such Tases os s1 forth belew.,
Developer and Hospiral dgres 1o cooperniz and use Jiligent efluns, after Substantizd Completion,
to zee that the Projest Premises are prompthy detinested as » separate tax pavcel to the extent
possibile,

The Taxes aliocable 10 the Project Premises {which shall he peorated as contemplated
above) shall be determined in a fair and equitable manner based on the relalive assessed values
of the improvements and Jand for the farger pareel as comparesd with the assessed values for the
Profect Premiscs, or on swch other hasis as matually agreed to by the paries. During

3z
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construclion of the Improvements, the value gnributable o the Impeovements will 1ake o
account the status of the construction of such Improvements, Such deterrmination shall continuz
o govern the responsibility for all bills Toe Taxes wntil the "Tax Division Dae” (a5 delined
below), Hospital shalf submil i Developer, copies of the tax bills and Hospital's caleulation of
the ameunt owed by Developer et least thirly (307 days prior 1o the date the tex installment in
question s due and payable and Developer agrees (o pay sums to Hospital within five {5) days of
the duz date of such fax instatlment in guestion.

As uzed herein the "Tax Division Date" means the date on which the last of the
following cvents goours (i} the Project Premises are made a separate fax pareel (with o other fax
parcel numbers affecting the Project Premises related solely to the Project Premises and no other
property} and [ii) separate tex bills have been issued for the Project Premises. 1T Hospital fails 1o
pay suck taxes and assessments when due, and provided Developer bas paid the sums owing by
Developer, Developer shall have the right to pay such laxes and nssessments and seek
refrmbursenrent from Hospital on demsnd. o addition to Deweloper's eight 1o reimbursemient,
Developer shall have the vight to offset, against the rent payshle by it ungder the Ground Lense,
the amounts ewed to it hereunder. 7 either party fails 1o pay to the other any amounis due under
this Section, such amounts shall beas interest (unless such swr is offset as sed forth in the
preceding senterce), until paid in full, &t a rate per annum equal to the [nterest Rate as defined in
the Grousd Lease,

[Stgnatures gre on the fotiewing page]
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IN WITNESS WHEREOT, the undersigned have duly executed ind delivered ihis
Agreement ag ol the date Tiest sel forth shove.

HOSPITAL

St. Eligabeth's Hospital of the Hospital Sisters
of the Third Order of St. Francis, an 1ia0is not-
for-profit corporation

By i{nﬂuimﬁ{( L W&M

Maryana Reese
President & CEO
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IN WITNESS WHEREOF, the undersigned have duly executed and deliversd this
Apreement as of the date first set forth above,

DEVELOPER

Landmark Healtheave Properties Fund, LLC
& Delaware limited linbility company

£

¢

e

Anhiony Lampasong™
President

[ R b1
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DESCRIPTION OF CAMPUS

The real estate located in the City of O'Fefion, St Claiv County, Minois, which, for ease of
desenption purposes, is commonly referred to by e fullowing St. Clair County Property Tax
Parce]l Numbers:

03-25-0nd07-030
03-25-(u408-015
03-25-0-407-029
03-25-0-407-0352
03-36-0-200-077
03-36-0-200-014
03-36-0-204-0 1
03-36-M-204-014
03360204043
(0336020000
(1 3-36-0-204 007
03-36-0-204-012
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EXHIBITE

PRELIMINARY PROPOSED SITE PLAN
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EXHIBIT C

DEVELOPMENT BUDGET
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CRITICAL PATH
{To be aftached af a later dute]
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EXHIBIT F

USE AND NONCOMPETITION RESTRICTIONS

Agsy defined 1eems ysed heeein but not defined in this Exhikit shalf huve the meaning as s¢1 Torth in
the Developnsent Agreemeril,

1. Lse.  Develoger shall wse the Leaged Premises only for the ownership and
eperation ol the Building and for no other purpose without the prior weitten consent of Hospital
which consent may be withheld in Hospital's sole discretion. The Building shall be os<upicd.
lessed and used exclusively for physician affices and other healthcare peofessional offices. Any
use of the Building, other ten for physiclan offices and other hesltheare professiorel offices,
must firss be appeoved in writing by Hospital, which approval may be granted or withheld by
Hospital in its sole discretion. All physician offices shall be exclusively used and accupied by
pliysicians and by such stafl as is neeessary o support such physicians in the practice of
medicire. All space tenants, ¢rcupants and users in the Leased Premises must be approved in
writing by Mosphial, which approval may be given or withheld in Hospital's sele and absolute
discrotion.  All physicizn accupants and physicien users of the Building shalt be membess, in
good standing, of the active medical staff of Hospital.  [In addition o the foregoing, and
notwithstanding anything herein 10 the contrary, Developer expressty agrees (hat no hospital,
miedical conter or system, of ambulatory surgery cenies, other than Hospitst and its Affifiales,
employees, officers and agents, may, directly or indirectly, awn, lrass, sublease, luense, oocipy
g uge all or any portion of the Building,

2 Ethical and Religioyz Dirertives. The Leased Premises shall oot be ueilized for
any purpose in contravention of the Ethical and Religinus Directives for Catholic Health Care
Setvices, as approved, jssued. and amended Hrom tine o time by the United Ststes Conlerence
of Cathalic Bishops sad as the same may be interprated by the local Bishop, and alf spaee leages
shadd sor provide,

3. Covenant Revarding Restricted Services and Prohibited Sexvices.

3bo Unless expeessly waived in writing by Hospital with cespect to a particular
space tenaal {n the Building, no part of the Building shall be used to provide health care services
thel ere al any Ume provided fo inpatents or outpelients of the Hospital {"Restricted Serviess™),
However, this provisivs shall not prohibit 2o seeupant of the Building from groviding Restricted
Services to such occupant's "pwn patients.” The term "bwn patienls.” as used herein shall mean
persons whe specifically seck out and eequest the professional services of an crcupant of the
Building for purposes unreisted 1o the pravision of Restricted Services. or wha are refeered for
professional services unrelated 10 the provision of Restricied Serviees.

22, An ocoupant may only provide Restricted Services to its "own patiends.”
6 set forth abowe, si long as such services are provided within the occupant's leased peenvises
excluding sty common areas atiendant thereto) aad, in no event: {a) in a part of the MOB
shared by oecupants, (b in space subleased from another occupnt of Ul Building. or (<) in &
portion of the Bubiding other than such oecupant's leased premises {e.g., Common Ateal
provided by Developer,
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1.3, Decupants of the Building shall not market or promate the provision of
Restricied Services m the Building 10 any persen.

34, I the event that theve is eny disugreement between Hospiial and
Developer or Developer and an o¢oupant tegarding whether services are Regtricled Services, or
whetlter ¢ person seeks out ot is referred to an occupant for parposes wnrelated 10 the provision
of Restricied Services, such disagreement shall be resolved by Hospitad in ity scle discretion and
the same shall be binding on Developer and such occupant.

3.5 Notwithstanding any provision to the confrary contained herein, tenants,
oceupants and uwsers of the Building shall not perform any of the following services within the
Buiiding without the prior written consent of Hosaital in 2ach instance, which consent may be
gramed or withheld by Hospital in its sole and absohste discretion: Diagnostic imaging and
radinlogy {including buf aof fimited to: plain flm, computerized, and digital radiclogy;
ultrasound: mamisography; beeast diggnostics; computerized tomography: magnetic resonance
imaging); Invasive andior intravascular procedures; Osteoparosis screening services; Physical
therapy;, Ocecupational Grerapy: Speech therapy: Any procedure mvolving admidistration of a
radiopharmacentical for diagnosis, therapy or research (nuclesr medicing), Any procedure
requiring ancsthesia which must be administered by an anesthesiologist or certified registered
nurse anestletist (CRNAY or othier trained anesthetist) Pliamacy; Laboratory {including, without
limitation, a pathology laboratry or a ¢linical [aboratory); hmaging center; Ambulakery surgery
center: Emergency or urgent care umit; Vascular lab; Advanced cardiclogy studics or procedures;
Cardisc relabilitation; Dirthing center; Wound care; Sleep studies; durable medical equipment;
Qperation of an acule care hospital, medical hospital, speciafty hospital, rehabilitation center,
extended care Tactlity; Mursing home; Crrdisc center; Outpatient or iapatient health cere facility;
Surpical cester; Ouneology center; Radiation therapy: Home health servige; Mealth maintenasce
orgenization or similar direct cere provider; Ambulance service, Fluoroscopy; Respiratory
Brerapy services; Pain Manapemenl; Any clinical service roguiring a Certificate of Need {CON)
{collectively, "Prohibited Services™). From time 1o time, Hospital may add to, delete from or
otherwise modify the definition of Prohibited Services, and Developer shail not lease space in
the Building to & lessee that provides such Prolubited Services; provided, however Developer
shall wot be charged with knowledge of any modification to the Prohibited Services unil a copy
of the same shall have been provided to Developer by Hospital, Promptiy following Developer's
sequest, Hospital shall Trom time to time provide Developer with an updated list of Prohibited
Services.

Hospital and Developer acknowledge and agrec that the restrictions and covenants set
forth in Sections 1 and 3 herein shall apply only so long as a Facility licensed by the State of
Hiinois a5 s hospital is opersted oo the Campus, A tempordry period of nonslicensure for the
Hospital, for whatever resson, shall not result in Developer's release from the restrictions and
covenants set forth i Sections | and 3, and such restriclions and covenants shall cantinue to
apphy so long a5 the period of non-licensure does not exceed twelve {12) consccutive calendar
months. 11 the MHospital should regain ifs ficensed ststus after a period of non-licensure
excending twelve (12} congecutive calendar months, then the restrictions and covenants set forth
in Sections | and 3 shall be reinstated,
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EXHIBIT F
COMPLIANCE LANGUAGE

Health Law and Regulatory Compliance, The parties agree that this Leass is intended
o comply with all applicable stae and federal laws, rules, regulations and accrediation
standards inchuding, but not limited to, the Medicare and Medicaid Fraud and Abuse Statuse and
Repulations, HIPAA, OSHA and standasds of accrediting bodies, including Joint Commission
standards. and all regulations governing use of focilities financed with lax-exempt Dboteds
{"Laws™) [, at any time, this Lease is found 1o violate any applicsble provision of these Laws, or
if gither party has a reasonable beliel that this Lease craates a material risk of violating the Laws,
and afler consultation with the other party. and thirty (30} days afier written notice to the ather
party, 1he parties shall renegotiste the portion of this Lease that creates the vielstion of the Laws.
If the partits fail w reach agreement within one hundred twenty {120} days following said
writen nolice, this Lease shall serminaie.

It is the intent and good faith belief of the pastics heretp that this Lease complies with the
Medicarsdiledicaid Ami-Feaud and Abuse Statute and regulations promulgated thereunder {the
"Statuie™). It is also the intent and good faith beliefl that this Lease complies with the provisions
ol the Stark Law and dogs not in any manner vickate said Law. Subssguent 1o the excaution of
this Lease, should any provision of this Lease be deemed by cither party 3o be contrary fu the
provisicns the Statule, the Stark Law, or the "safe hagbor" regulations, then the partics agree 10
attempl in good faith 1o renegotiate the problemstic provision to the mutusl serisfaction of the
parties. In the event the parties dee nol able to mutsally agree on modification of e problematic
provision, then either party may serminate this Lease upon thiry (303 deys writlen notice to (he
other party if the terminating party has & gond faith belief Mhat the problematic provision creases
an unfavorable exposure under said Statute, Law, regulations or safe hasbor pravisions.
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EXHIBIT G
PRELIMINARY DESCRIPTION OF THE INFRASTRUCTURE WORK

The term “Infrastructure™ shall mean the following scope of work that is consistent with
the Plans and Specifications and the requirements of this Agrecmoent:

I, Locate alt public and private utilitics,
2, Complete | 0% Civit construction documentation

3. Al necessery stie and roadway approvals including City Plaming Commission,
Department of Transponiation, Army Corps of Engincers (if applicable] and Department
of Environmentsl Protection; as well as plan review, permil, and usage fees associaled
with this seape of work,

4. Setug temporary site fencing, sil fence, erosion control installation, temporary secding,
and maintensnce for earthwork 33 shown on the civil drawings and as diciated by local
requirements.

5. All sequired ficld engincering/favout from an established elevation benchivark and
building corer and verify existing grades.

6. Provide all professional testing services as necessery for soids agsregate fill, paving,
conerete Trwark and substructure provided under the scope of work,

7. Include saw cuttingfremove! of existing pavements and demoliGos of structares that
gncronch into the fontpeint of the proposed MOB (ifany ).

8. Relocalion of existing wtility lines that jnterfere with the foundations and building pad of
the proposed MOB including, ul not limited o telephoneidata {overkead and befow
grade}, fiber optics, domestic water, sanitasy, sform, drrigation, overhead end
undergronind electric, and relevant vault andfor metees ( if any ).

9. Complete all eerthwork incleding removal and disposal of unsuitable soils and filf with
engincered Tl matericl. Cut'ill and compact all new material up to building pad
subgrada level incleding any snforescen condisions such as rock, springs, sinkholes, cto.
Test and confirm suitability of compacted seil. Notwithstanding the foregoing, i a
foundation systein below the bailding pad is required or is reasonably necezsary (o
support the MOB {c.g., anger cast piles or gen piersy, Developer, at its sole cost and
expenss, will be respansible for instetling the same.

1% Remnoval of aff abandon utilities and belowsgrade structures in the construction ares,
including areas to be paved and landscaped, Tn case of uniqee circumstances ar
discovered conditions that make remaval of certain sbandoned wilities/below grade
structures umdaly burdensomie, stractural enginger approval and direction must be soushi,
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11, Demulition of existing above-prade structures in the construction wrea, including areas to
be paved and landgeaped ( iFany ).

12, Complete the clearing and grubbing of the sile including remroval of existing structures
above and helow grade, trees, paving, efc.

15, Complete all storm water retention work including retention hasin and associated
steuctures, whderground retentian siructures. and final grading ol sile as indicated on the
civil plans.

I4, Complete the stopm water management systetrn as approved by the city cngineer,
including all pipes and structures on and offesite as indicated in the final approved civil
plans.

i6. Complete 2l work necessary 1o complete the domestic water and fire protection water
muins including exensions and ap fees as mecessary w bring the service to the building
pid.

17. Complete all work necessary to complete the sanitary sewer service including extensions
and tap fees as necessary to bring the service 1o the building pad.

18, Complete asphalt paving for MOB parking, sccess road constriction, wilking paths,
signage, vtiping, lemporary endrances and final entrances into the site, Include Tees from
al) affected jurisdictions.

19. Final grading of the pavements, parking fots, roadways. and lawndplanting arcas.

20. Complete all landscaping incleding trees, shrubs, seed, sod, lundstaping blankets, o
other planting in compliance with City ordinances 1 edge of building fontprint.

%1, Cooperate with Developer and any electricity, telephone, data, or erble television
prosader (sach, a “Utility Provider"y during the installation of underground lines from the
point of counection to the MOB; provided. however, Developer. at its sole cost and
exepense, will be responsible for installing or contracting with each Litlity Provider {or
the instaflatien of all comduit, lines and transtormers thst sre necessary o bring
electricity, telephone, data, or cable &levision from the point of connection to the MOB.
Furlher, Developer shall be responsible for ail fees that are charged by each biility
Provider in crder to provide their respective service to the MOB, including sny wifity
exeess facility charges, 1ap Tees, impact fees and the like.
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Operating ldentity/Licensee
[Provide this information for each applicable facility, and insert after this page.]

Exact Legal Name: | St. Elizabeth’s Hospital of the Hospital Sisters of the Third Order of
St. Francis

Address: | 211 South Third Street, Belleville, Illinois 62220

X Non-profit Corporation | Partnership
| For-profit Corporation | Governmental
O Limited Liability Company ] Sole Proprietorship ] Other

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

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

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

APPEND DOCUMENTA'HON AS ATTACHMENT
APPLICATION FORM. : g R

See attached for St. Elizabeth’s Hospital.
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File Number 3515-860-0

To all to whom these Presents Shall Come, Greeting:

1, Jesse White, Secretary of State of the State of Illinois, do
hereby certify that

ST. ELIZABETH'S HOSPITAL OF THE HOSPITAL SISTERS OF THE THIRD ORDER OF ST.
FRANCIS, A DOMESTIC CORPORATION, INCORPORATED UNDER THE LAWS OF THIS
STATE ON APRIL 1. 1955, APPEARS TO HAVE COMPLIED WITH ALL THE PROVISIONS
OF THE GENERAL NOT FOR PROFIT CORPORATION ACT OF THIS STATE, AND AS OF
THIS DATE, IS IN GOOD STANDING AS A DOMESTIC CORPORATION IN THE STATE OF
ILLINOIS.

In Testimony Whereof, I hereto set
my hand and cause to be affixed the Great Seal of
the State of Illinois, this 31ST
day of MARCH A.D. 2014

AR T g Vd
Authentication #: 1409000546

Authenticate at: hitp:/www.cyberdriveillinois.com

SECRETARY OF STATE
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Organizational Relationships
Provide (for each co-applicant) an organizational chart containing the name and relationship of any
person or entity who is related (as defined in Part 1130.140). |f the related person or entity is
participating in the development or funding of the project, describe the interest and the amount and type
of any fmancnal contnbutlon

T T 4(

APPEND DOGUMENTATION AS. ATTACHMENTA, N NUMERI SEQUENTIAL RDER AFTER THE LAST PAGE OF THE .

APPLICATION FORM.

Hospital Sisters Health System (HSHS), an Illinois not-for-profit corporation, considers all wholly
owned or controlled entities as subsidiaries for consolidated financial statement purposes. HSHS
is the parent corporation for several subsidiary corporations and exerts control through various
reserved powers. The subsidiary corporations and controlled entities presented in the attached
organization chart (Attachment 4, Exhibit 1) include HSHS, Hospital Sisters Services, Inc. (HSSI),
the 13 hospitals in 1llinois and Wisconsin and the HSHS Medical Group, Inc. and the HSHS
Wisconsin Medical Group, Inc. (collectively referred to as the Medical Group). Each of the 13
hospitals is separately incorporated and has a seven to eleven member board of directors. The

Medical Group is separately incorporated and has boards of directors for each entity.

Hospital Sisters Services, Inc. (HSSI), an Illinois non-for-profit holding company, is the sole
member of the 13 hospital in Illinois and Wisconsin (collectively referred to as the Obligated
Group). HSSI and the 13 hospitals have formed an Obligated Group for debt financing purposes.
HSSI and the 13 hospitals are the only members of the Obligated Group. The hospitals are

organized for the purpose of providing inpatient and outpatient healthcare services.

HSSI is also the sole member of the HSHS Medical Group, Inc. and the HSHS Wisconsin
Medical Group, Inc. (collectively referred to as the Medical Group) as well as a number of other
not-for-profit entities. HSSI formed the Medical Group for the purpose of affiliating with
physicians both to improve access to care and to improve the continuum of care for patients

within HSHS.
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HSHS Organization Chart

APPLICATION FOR PERMIT- July 2013 Edition
Page 9C

HSSI

Hospital Sisters Health System

(HSHS)
I:iarérl; |nf(_=t- Hospital Sisters of
(For Profit) St. Francis
Foundation, Inc.
(13 Divisions)

Select Subsidiaries:

l.aSante Wisconsin,
Inc.

LaSante, Inc.
Prairie

Cardiovascular
Consultants

80C2 SEBHR 6 7 2014
DM_US 54329961-2.T13706.0010

8/22/2014 11:40 AM

st

Highland,iL ..

i st:Francis
- Litehfield, L

HEHS
Medical Group, Inc

HSHS Medical

Group, Inc.
Wisconsin

st Mary's

Renaissance
Quality
Insurance Limited

 Streator, IL

Select Subsidiaries:

Hospital Sisters Healthcare — West, inc.

Physician Clinical Integration Network (PCiN)
Kiara Clinical Integration Network {KCIN)

ted Gyoup f
Members .
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Flood Plain Requirements

[Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2005-5
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements
please provide a map of the proposed project location showing any identified floodplain areas.
Floodplain maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.org. This map must
be in a readable format. In addition please provide a statement attesting that the project complies with

the re u1rements of Hlmous Executwe Order #2005\ 5 htt Ilwww hfsrb l||ln0IS ov)

APPEND DOCUMENTATION 'AS TTACHMENT -5,‘IN NUMERIC SEQUENTIAL ORDER AF TER THE LAST PAGE OF THE
APPLICATION FORM. . s .

In accordance with the Flood Plain Requirements in the July 2013 Edition of the Certificate of
Need application, Illinois Executive Order #2005-5, and by the signatures on this application,
Hospital Sisters Health System, Hospital Sisters Services, Inc., and St. Elizabeth’s Hospital attest
that the proposed site for the replacement and establishment of St. Elizabeth’s Hospital is not in a

flood plain and that the location complies with Flood Plain Rule under Executive Order #2005-5.
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Historic Resources Preservation Act Requirements
[Refer to application instructions.]

Provide documentation regarding compliance with the requirements of the Historic Resources
Preservatlon Act

m »5&

ER AFTER THE LAST PAGE OF THE

APPLICATION FORM f_

St. Elizabeth's Hospital in Belleville, 1llinois is proposing to relocate its facilities to a greenfield
site in O'Fallon, Illinois. Attached is a copy of the letter sent to the Illinois State Historic
Preservation Agency, Service Division requesting the Agency's Determination on the

applicability of the Historic Preservation Resources Preservation Act to these two sites.

The Agency's response will be forwarded to the Health Facilities and Services Review Board

upon receipt.
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Asg 17 2014 BSTAM fobery Scwuerman 215-464-0027 page 1

Illinois Historic
=== Preservation Agency

FAX (217) 524-7525

M 1 Old State Capitol Plaza, Springficid, 11. 62701-1512 veww.illinoishigtory.gov

St. Clair County

Belleville and OFalon .
Demolition, Vacate Existing Structures, Modemization and New Construction of Replacement Hospital, 5t.
Elizabeth's Hospital
211 5. 3nd 5t., 310 W, Lincoln 5t, 311 W. Lincoln 5t,, 301 W, Lincoln St.. 160 S. 3rd St., Belleville; 915 8%, Clair
5t, Area Bounded by Regency Park, Green Mount Road and Main 5t, O'Fallon
1HPA Log £022072214

August 12,2014

Janet Scheuerman

PRISM Healthcare Consulting
1808 Woodmere Drive
Valparaiso, IN 46383

Dear Ms. Scheuerman:
‘This letteris to inform you thatl we have reviewed the information provided concerning the referenced project.

Our review of the records indicates that no historic, architectural or archaeological slies exist within the project
area.

Please xetain this letter in your files as evidence of compliance with Section 4 of the Illinois Stafe Agency
Historic Resources Preservation Act (20 ILCS 342071 et. seq.). This clearance remains in effect for two years
from date of issuance. It does not pertain to any discovery during construction, nor is it a dearance for
purposes of the {ilinols Haman Skeletal Remains Protection Act (20 ILTS 3440).

1f you have any further questions, please contact me at 217/785-5027.

Sincersly,

Anre E. Haaker
Deputy Slate Historic
. -Preservation Officer

For TTY uownmunication:, dial S30-440-900%5. il s acl o voice of Bx ¥ne.
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Project Costs and Sources of Funds — Ambulatory Care Center (Leased Space)

Complete the following table listing all costs (refer to Part 1120.110) associated with the project.

When a

project or any component of a project is to be accomplished by lease, donation, gift, or other means, the
fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated

project cost.

If the project contains non-reviewable components that are not related to the provision of

health care, complete the second column of the table below. Note, the use and sources of funds must

equal.
Project Costs and Sources of Funds
USE OF FUNDS CLINICAL NONCLINICAL TOTAL

Preplanning Costs $403,161 $316,770 $719,932
Site Survey and Soil Investigation 18,626 14,635 33,261
Site Preparation 1,624,894 1,276,704 2,901,598
Off Site Work 606,146 476,258 1,082,404
New Construction Contracts 0 0 0
Modernization Contracts 0 0 0
Contingencies 0 0 0
Architectural/Engineering Fees 492,606 387,048 879,654
Consulting and Other Fees 1,133,433 890,555 2,023,988
Movable or Other Equipment (not in construction

contracts) 3,0889,658 2,427,591 5,517,249
Bond Issuance Expense (project related) 94,356 74,137 168,493
Net Interest Expense During Construction (project

related) 850,655 668,372 1,519,027
Fair Market Value of Leased Space or Equipment ! 7,716,892 6,063,280 13,780,172
Other Costs To Be Capitalized 3,145,976 2,471,841 5,617,817
Acquisition of Building or Other Property (excluding

land) 0 0 0
TOTAL USES OF FUNDS $19,176,403 $15,067,191 $34,243,594

SOURCE OF FUNDS CLINICAL NONCLINICAL TOTAL
Cash and Securities $5,229,193 $4,108,652 $9,337,845
Pledges 0 0 0
Gifts and Bequests 167,703 131,767 299,470
Bond Issues (project related) 13,779,516 10,826,762 24,606,278
Mortgages 0 0 0
Leases (fair market value) 0 0 0
Governmental Appropriations 0 0 0
Grants 0 0 0
Other Funds and Sources 0 0 0
TOTAL SOURCES OF FUNDS $19,176,413 15,067,181 $34,243,594
‘NOTE: ITEMIZATION OF EACH EIN M MUST BE PRO iN SEQUENT DER AFTER
u«THE LAST PAGE OF»TH _‘

g Includeé only leased space
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PROJECT COSTS

Iltems Cost |
Pre-Planning $ 718,932
Initial Program Management $ 20,714
Financial Consulting Services $ 61,006
CON Prep Consultant 3 66,308
CON Preplanning $ 26,327
Planning & Programming Fees $ 226,523
Site Survey $ 33,261
Geatechnical & Surveying Services 3 12,698
Natural Resource Consulling 3 3,904
Soils Testing and Borings $ 42,863
Site Preparation $ 2,901,598
Existing Site Demolition 3 36,319
Excavation and Backfill $ 2,401,225
OFF-Site Work $ 1,082,404
Drainage, utilities roads $ 1,052,879
Ameren Gas Line Relocation $ 803,686
Power Line Relocation $ 78,583
New Construction Contracts $ 13,155,154
Contingencies $ 625,018
Architect/Eng Fees $ 879,654
Consulting and Other Fees $ 2,023,988
Program Management $ 912,892
Signage/Graphic Design _ 3 36,672
Interior Designer and FFE 3 101,487
Acoustics and Vibration $ 9,143
Models/Presentation Materials $ 1,829
Helicopter Pad Consultant 3 4,571
Helicopter Noise and Plume Studies $ 4,571
Elevator/Conveyance Consultant $ 9,143
Radiation Physicist $ 4,571
Traffic Engineer $ 4,571
Medical Equipment Planner $ 116,390
IT Planner - EDI $ 72,874
Food Service Planner-Stewan Design $ 13,089
Artwork Planner $ 4,571
Construction Audit Services $ 17,372
Commissioning Services $ 45,715
Traffic &Consultant $ 4,571
Legal Services $ 34743
Waterproofing Consultant 3 4,571
Parking Consultant 3 2,194
CON Design Serivces $ 411,980
CON Application Fee I 18,286
Moveable/Equipment (not in construction contracts)-POB $ 5,617,249
Administration 3 9,714
Cardiac Rehab $ 376,860
Health Information Services $ 1,055
Infoirmation Technology-Hospital Based $ 1,290
Infusion Services $ 45 523
Laboratory/Pathology $ 1,603,088
Medical Staff Services 3 8,985
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Pain Management $ 432,605
Performance Excellence/Infection Control $ 2,108
Residencey Clinics § 12,684
Wellness Center Therapies - PT/OT/SP/Audio/Women $ 190,283
Women's Center $ 2,521,164
Discounts, Salvage,Freight $ 310,990
Bond Issuance Expense (project related) $ 168,493
Net interest Expense During Construction (project related) $ 1,519,027
Other Costs to be Capitalized $ 5,617,817
Furniture $ 441,710
Exterior Signage $ 54,858
Interior Signage $ 27,429
OFCi(Dispensers (towels, soap), glove box_holders, tragh cans.etc.) $ 109,716
Artwork $ 4,571
Software Applications & Licenses $ 365,720
Telephone System (VolP) $ 188,474
Network Equipment (Wireless, LAN, etc) $ 164,574
Televisions $ 42 259
IT - Workstations, Displays, Etc. $ 256,735
AV - Presentations Systems $ 25,509
Parking Controls $ 4571
Personal Communications Systems $ 25,600
Inside re-Radiating 802.11 & Tracking Ready $ 123,769
Relocate Emergecny Radios 3 1,829
Time & Attendance Clocks $ 6,400
IT Relocation $ 18,286
IT Relocation Costs 3 18,286
IT Misc $ 124,201
Site Permit Fees 3 9,143
FAA Fee $ 4,571
Temporary Signage $ 4,571
Temporary Utility Costs - Substantial Completion to Opening 3 18,286
HSHS internal Staffing (PM, Facility Manager, Admin, IT, etc) $ 208,095
HSHS Internal Misc Costs (Security, Shuttle etc) $ 125,259
Independent Testing Services - $ 211,480
Exterior Wall Tests $ 9,143
Keying System Coordination $ 914
Parking Lot : Pavement, Lighting, Curbs & Gutters $ 778,373
Mine Mitigation -Design $ 100,014
Mine Mitigation $ 2,757,535
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Project Status and Completion Schedules

Indicate the stage of the project’s architectural drawings:
] None or not applicable (] Preliminary
XI Schematics [] Final Working

Anticipated project completion date (refer to Part 1130.140):  St. Elizabeth’s relocation
project will be completed by December 31, 2017. The attached Ambulatory Care
Center/Physician Office Building will be completed on the same date.

Indicate the following with respect to project expenditures or to obligation (refer to Part
1130.140);

[ ] Purchase orders, leases or contracts pertaining to the project have been executed.
[] Project obligation is contingent upon permit issuance. Provide a copy of the
contingent “certification of obligation” document, highlighting any language related to
CON Contingencies

. Pro;ect obllgatuon WI|| oceur after permlt lssuance ‘

APPLICATION FORM.
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SECTION Ill - BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

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

Criterion 1110.230 - Background, Purpose of the Project, and Alternatives

READ THE REVIEW CRITERION and provide the following required information:

BACKGROUND OF APPLICANT

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

6. A certified listing of any adverse action taken against any facility owned and/or operated by the applicant
during the three years prior to the filing of the application.

7. Authorization permitting HFSRB and DPH access to any documents necessary to verify the information
submitted, including, but not limited to: official records of DPH or other State agencies; the licensing or
certification records of other states, when applicable; and the records of nationally recognized accreditation
organizations. Failure to provide such authorization shall constitute an abandonment or withdrawal
of the application without any further action by HFSRB.

8. If, during a given calendar year, an applicant submits more than one application for permit, the
documentation provided with the prior applications may be utilized to fulfili the information requirements of
this criterion. In such instances, the applicant shall attest the information has been previously provided, cite
the project number of the prior application, and certify that no changes have occurred regarding the
information that has been previously provided. The applicant is able to submit amendments to previously
submitted information, as needed, to update and/or clarify data.

APPEND DOCUMENTATION AS ATTACHMENT-11, IN NUMERIC SEQUEN I'IAL ORDER AFTER THE LAST '
PAGE OF THE APPLICATION FORM EACH ITEM (1-4) MUST BE IDEN’ I'IFIED IN ATTACHMENT 11

III. Criterion 1110.230 — Background of the Applicant

This Ambulatory Care Center is the second application that St. Elizabeth’s Hospital is filing in
calendar year 2014. The first is the replacement hospital (on a new site) project that was filed

simultaneously with this application. The required attestation letter is attached.
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St.Elizabeth’s

Hospital

211 South Third Street
Belleville, IL 62220
618-234-2120
www.steliz.org

An Affiliate of
Hospital Sisters
Health System

August 25, 2014

Ms. Courtney R. Avery

Administrator

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, 2nd Floor

Springfield, Illinois 62761

Dear Ms. Avery:

The purpose of this letter is to provide my attestation that the information required to
respond to Criterion 1110.230, Background of the Applicants has been provided in a

previous application.

The previous application relates to the replacement of St. Elizabeth's Hospital; this
application relates to an Ambulatory Care Center in space to be leased in a free standing
building that will be physically linked to the replacement hospital facility. The
applications are being filed simultaneously, and therefore the hospital application does
not, at this time, have a project number. I further certify that no changes have occurred

regarding the information that is submitted in the hospital application.

Sincerely,

Maryann L. Reese
President and CEO

a4




SECTION Il - BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS
This Section is applicable to all projects except those that are solely for discontinuation with no project

costs.
Criterion 1110.230 — Background, Purpose of the Project, and Alternatives

PURPOSE OF PROJECT

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

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

9. Identify the existing problems or issues that need to be addressed, as applicable and appropnate for the
project. [See 1110.230(b) for examples of documentation.]

10. Cite the sources of the information provided as documentation.

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

12. Provide goals with quantified and measurable objectives, with specific timeframes that relate to achieving
the stated goals as appropriate.

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

NOTE: Infonnatlon regardmg the “Purpose of the Pro;ect" will be'/_ oard Report

APPEND DOCUMENTATION As ATTACHMENT-1 2l IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. "EACHITEM: (1 -6) MUST BE IDENTIFIED IN ATTACHMENT 2. -

1. Document that the project will provide health services that improve the health care or well-

being of the market population to be served.

St. Elizabeth’s Hospital is simultaneously filing two applications. One is for the replacement of
the hospital on a new site. This application proposes leased space in an ambulatory care center/
physician office building that will be directly connected to the proposed new hospital building.
St. Elizabeth’s is proposing to lease 65,269 DGSF in the ACC/POB for administrative space,

physician office space and to house several hospital clinical services including the following:

e Cardiac Rehabilitation/(H2H Clinic)
e Infusion Center
e Laboratory/Pathology/Blood Bank
e Pain Management
e Outpatient Physical Medicine
e Women's Imaging
o Mammography/Stereotactic
o Densitometry

o Mobile Ultrasound
80D SEB ACC/POB 7182014 Attachment 12

DM _US 54329961-2.T13706.0010 95

8/22/2014 11:40 AM Purpose of Project




Due to the changing clinical trends over the past 20 years and the goals established by the
Affordable Care Act, the delivery of appropriate care in the outpatient setting is becoming

increasingly important and often provides a less costly alternative.

The overall purpose of the Hospital relocation project and the ACC/POB leased space are the
same. The purpose is consistent with the requirement of Section 1100.360 of the Illinois Health
Planning Act that "The people of lllinois should have facilities which are modern, in accord with
recognized standards of design, construction, operation, and which represent the most cost
efficient alternative for the provision of care.” St. Elizabeth’s Hospital assessed three
alternatives to providing the above listed clinical services as well as an array of non clinical
services and determined that leasing space was the best alternative. A third-party developer will
not only develop space to be leased by the Hospital but also develop physician office space.
While this office space is not part of this project, it is an important consideration because it will
permit several staff physicians to relocate as well as new physicians to locate their practices to
the hospital campus. Having these physicians on site (and most of them will be specialists and
subspecialists) will facilitate an interdisciplinary approach and continuity of care for patients,
convenience for patients and physicians, and recruitment of needed physicians to St. Elizabeth’s

medical staff.

The proposed leased space will improve health care and the well-being of the market population
by providing needed, high quality, less costly outpatient services. This purpose is fully
consistent with the mission of St. Elizabeth’s Hospital and the Hospital Sisters Health System.
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2. Define the planning area or market area, or other, per the applicant’s definition.
St. Elizabeth’s Hospital has defined the market area of the replacement facility in O’Fallon
based on its current patient origin. There will be no change in the patient origin by zip code
when the Hospital relocates except for the exclusion of acute mental illness and pediatric

patients because these services will be discontinued.

Market Area of St. Elizabeth's Hospital

Excluding AMI
Area No. of Patients Percent of Patients
Market Area 7,772 86.1
Extended Market Area 1,162 13.9
Total 8,884 100.0

Source: Hospital Records
Note: Excludes AMI and pediatric categories of service which will not be relocated to the new

site.

Of St. Elizabeth's total patients, 89.9 percent reside in the defined market area and 16.1 percent

are from beyond that area.

Characteristics of St. Elizabeth’s Hospital Market Area

County Health Rankings & Roadmaps

In each of the last 4 years, a collaborative effort between Robert Wood Johnson and the University of
Wisconsin Population Health Institute has published “County Health Rankings & Roadmaps; A Healthier
Nation, County by County” for the United States for each State and for most counties in the United States.
The Rankings rely on a robust set of data that enables county Jeaders to understand what it is that makes
residents sick or healthy, and how their county compares to other counties in their state. The Rankings
provide a snapshot of how long and how well people live and a roadmap to improving the multiple factors
that will improve the health of the county’s residents. The following table shows that in 2012 St. Clair
County ranked 88 out of 102; in 2013, the County ranked 89. Lower rankings are best.

St. Clair County Health Rankings, 2012

Category Weight of Rank (of 102) St. Elizabeth’s/
Factors SID Collaboration
Health Outcomes — Current State 88
Mortality 50% 87
Premature Death
Morbidity 50% 96

Poor of fair health

Poor physical health days
Poor mental health days
Low birth weight
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Category Weight of Rank (of 102) St. Elizabeth’s/
Factors SID Collaboration
Health Factors ~ Proven Indicators that 100% 95
Improve Population Health
Health Behaviors 30% 93 Yes
Tobacco use
Diet and exercise
Alcohol use
Sexual activity
Social and Economic Factors 40% 98 Yes
Education
Employment
Income
Family and Social Support
Community Safety
Physical Environment 10% 85 Yes
Environmental quality
Built environment
100% 88

Source: htip://www.countyhealthrankings.org/app10/31/13

Considerations Used to Determine Priority Initiatives to Improve the Health and Well-Being of

the Service Area Population

In order to identify and prioritize recruitment, program development, and community outreach

alternatives, St. Elizabeth’s Hospital studies a range of population characteristics and evaluates their

impact on the health and well-being of the area. The Hospital uses lllinois data as a benchmark.

Market Area Population 2013-2019

The current adult population of St. Elizabeth’s proposed market area for the replacement hospital is

316,774 people; the population is expected to increase 4.2 percent between 2013 and 2019, the second

full year of operation of the proposed replacement facility.

Market Area Population by Age Cohort, 2013

Age Cohort 15-44 45-64 65-74 75+ Total
Total Market Area 155,494 108,737 27,161 25,381 316,774
Source: Claritas

Market Area Population by Age Cohort, 2019

Age Cohort 15-44 45-64 65-74 75+ Total
Total Market Area 157,779 111,203 33,734 27,310 330,026
Source: Claritas
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Percent Change Market Area Population by Age Cohort, 2013-2019

Age Cohort 15-44 45-64 65-74 75+ Total

Total Market Area 1.5 2.3 24.2 7.6 4.2

Source: Claritas

The obstetric population is expected to increase modestly. The population in the 45-64 age
cohort is expected to experience growth overall while the senior age groups (65-74 and 75+) are
expected to show strong growth in the market area. The increasing proportion of seniors in the
population will place additional demands on health care providers since seniors are more likely
to have one or more chronic conditions as well as acute episodes and therefore require more
physician office visits as well as more medical-surgical and rehabilitation inpatient and

outpatient services than do the younger age cohorts.

Comparison of Demographic Characteristics, St. Clair County and Illinois

Population

Population growth between 2012 and 2017 (the latest year provided by DataBay Resources) is
expected to be 3.3 percent for St. Clair County and 3.05 percent for lllinois suggesting that the

County’s population growth is slightly stronger than Illinois overall.

Comparison of 2012 Age Distribution of St. Clair County and Illinois

Age Cohort Percent St. Clair Percent lllinois
County '

0-14 21.0 20.5
15-44 40.3 41.6
45-64 26.2 25.6
65-74 6.3 6.5

75+ 6.2 5.8
Total 100.0 100.0

Source: DataBay Resources
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Comparison of 2012 Ethnicity Composition of St. Clair County and Illinois

Ethnicity Percent Percent |
St. Clair lllinois
County
Hispanic 3.3 16.4
Non Hispanic 96.7 83.6
Unknown -- --
Total 100.0 100.0

Source: DataBay Resources and 2012 AHQ

Average Household Income

The proportion of low income households, those typically with the most challenging access to
health care, is higher in St. Elizabeth’s home county than in Illinois. Hospital Sisters Health
System’s mission focuses on uninsured and vulnerable populations. The Hospital, in
collaboration with the East Side Health District, took an active role to help the uninsured enroll
in the Health Insurance Marketplace or Medicaid. Further, the Hospital published a brochure

encouraging enrollment and provided important facts about the Health Insurance Marketplace.

Comparison of 2012 Household Income of St. Clair County and 1llinois

2012 Household Income Percent St. Clair County Percent lllinois
Less than $15,000 14.9 11.6
$15,000 to $24,999 11.4 9.6
$25,000 to $34,999 12.5 10.3
$35,000 to $49,999 15.6 15.1
$50,000 to $74,999 19.8 20.2
$75,000 to $99,999 11.9 13.1
$100,000 to $149,999 9.7 12.6
$150,000 to $499,999 3.9 6.8
$500,000 or more 0.3 0.7
Total 100.0 100.0

Source: DataBay Resources
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Unemployment

According to “County Health Rankings & Roadmaps” the unemployed population experiences
poorer health and higher mortality rates than the employed population. Unemployment has been
shown to increase unhealthy behaviors related to alcohol and tobacco consumption, diet, exercise
and other health-related behaviors, which in turn can lead to increased risk for disease or
mortality. Because employer-sponsored health insurance has been the most common source of
health insurance coverage, unemployment can also limit access to health care. During 2011 and
2012, the unemployment rate in St. Clair County has been similar to the State average but

substantially higher than the national target of 5 percent.

Comparison of 2012
Unemployment Rates in St. Clair County and Illinois

Unemployment Rate —Not Rate in St. Clair County Rate in Illinois
Seasonably Adjusted
2010 9.7 10.4
2011 10.1 9.7
2012 9.1 8.9

Source: US Department of Labor, Bureau of Labor Statistics

Medically Underserved Areas/Population, Health Manpower Shortage Areas

St. Clair County has been designated as a Health Manpower Shortage Area and a Medically
Underserved Area/Population by the Health Resources and Services Administration. (Federal
Register, June 25, 2014). According to the Health Resources and Services Administration,

St. Clair County has a shortage of 18 primary care and mental health physicians and dentists and
is designated as a MUA/Population (medically underserved area/population). These data were

also reported in the June 25, 2014 Federal Register.

Both the “County Health Rankings & Roadmaps: A Healthier Nation, County by County” and
the section of this application related to the Comparison of Demographic Characteristics,
St. Clair County and Illinois describe an area that will require more health care services than

many other counties in Illinois.

St. Elizabeth’s Hospital is attending to the identified health care needs in St. Clair County and

the Metro East region in the following ways.
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First, St. Elizabeth’s is investing capital to establish a modern and accessible hospital, on a
campus with an ambulatory care building that anticipates the continued trend toward outpatient
care. Second, the Hospital will continue to partner with local providers and other agencies to
improve all of the factors that contribute to the health and wellness of the population and to
develop a comprehensive integrated care delivery model in the region. Third, the Hospital is
actively recruiting physicians and developing new clinical programs and expanding others where
there is evidence of need to serve this growing, high risk population.

3. Define the existing problems or issues that need to be addressed, as applicable and
appropriate for the project. [See 1110.230 (b) for examples of documentation].

The issue the proposed project addresses is the overriding need for a modern replacement
hospital. The current St. Elizabeth’s Hospital building is over 60 years old, is in an area that is
difficult to access and is associated with aging medical office and ambulatory care buildings.
Relocating the Hospital to a new site where an appropriately sized facility can be built, with
better geographic access to the population served by the existing hospital and with a physically
linked office and ambulatory care building (the subject of the proposed application) is the best
way to address the problems of the current aging facility, given its location. It also allows for the
applicants to place certain hospital based services that are primarily outpatient focused in an

appropriate ambulatory care focused building.
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4. Cite the sources of the information used in this documentation.

The following sources of information were used in the development of the responses in this

application (and in the related hospital relocation application).

Hospital Sisters Health System and St. Elizabeth’s Hospital clinical, administrative,

and financial data

State of Illinois and local demographic reports
IDPH’s Hospital Profiles

HFSRB Rules

HFSRB Standards and Guidelines

MapQuest

Claritas

DataBay Resources

Summaries of studies performed by external planners, architects and engineers,
construction managers, and equipment planners

“County Health Rankings & Roadmaps; A Healthier Nation County by
County,” University of Wisconsin Population Health Institute

"Health Care System 'In Pursuit of Excellence' Case Example,"” December 2009
American Hospital Association
(http://aha.org/about/membership/constituency/hcs/hshscare.shtml, 12/23/2013).

Guidance from State Staff

US Department of Health and Human Services, Centers for Disease Control and
Prevention, National Center for Health Statistics

Healthcare literature relating to departments that are included in the project
Healthcare literature relating to trends in utilization

Healthcare literature related to possible implications of State and National health
care reform

Illinois Department of Public Health Licensing Code

[llinois and local building, mechanical, electric and accessibility codes
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5. Detail how the project will address or improve the previously referenced issue.

The leased space is consistent with the issues referenced in Response 2 above, because it allows
hospital outpatient services to be offered in a building that is primarily designed to accommodate
outpatient services. These services can be accessed through and for outpatient hospital patients
and/or patients of the various physician office to be located in the ambulatory care building. It is
a cost effective means for providing for the necessary hospital-based services while at the same
time making them readily available and readily accessible to both hospital outpatients, and when

needed for inpatients through a direct link to the hospital building.

6. Provide goals and objéctives with specific timeframes that relate to achieving the stated

goals, as appropriate.

The goal of this project is to provide ambulatory services that are hospital based in a setting that
is convenient to both inpatients and outpatients, while attached to the hospital and easily

accessible. Target Timeframe: December 2017.
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SECTION Il - BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

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

ALTERNATIVES

1) Identify ALL of the alternatives to the proposed project:

Alternative options must 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;

C) Utilizing other health care resources that are available to serve all or a portion of
the population proposed to be served by the project; and
D) Provide the reasons why the chosen alternative was selected.
2) Documentation shall consist of a comparison of the project to alternative options. The

comparison shall address issues of total costs, patient access, quality and financial
benefits in both the short term (within one to three years after project completion) and long
term. This may vary by project or situation. FOR EVERY ALTERNATIVE IDENTIFIED
THE TOTAL PROJECT COST AND THE REASONS WHY THE ALTERNATIVE WAS
REJECTED MUST BE PROVIDED.

3) The applicant shall provide empirical evidence, including quantified ocutcome data that
verifies improved quality of care, as available.

APPEND DOCUMENTATION AS ATTACH MENT A3 IN NUMERIC SEQUENTIAL OF

AFTER THE LAST -
.PAGE OF THE’ APPLICATION FORM Fren e |

Alternative 1 Construct a Replacement Hospital That Would Include Those Services To Be
Located in the Ambulatory Care Center (ACC)

Alternative 1 envisioned a traditional approach to hospital construction (or institutional standard
occupancy) and included locating those services proposed for leased space in the ACC/POB to
be located in the main hospital building. This approach was rejected for two reasons. First was
the high cost of this option — it was estimated to cost $16.8M more than the proposed cost of this

project. Second it did not accommodate the need for significant physician office space.
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Alternative 2 Construct One Hospital Building To House All Hospital Services Including Those
Proposed for ACC/POB, But With Some of Those Services In a Portion of the Hospital Built to
Business Occupancy Construction Codes/Standards as Opposed to Life Safety Code Standards

Business occupancy construction is appropriate for service-type transactions including
professional offices, outpatient clinics, administrative spaces, educational occupancies and
laboratories. This type of construction would not be as restrictive from a cost standpoint
because it does not have to comply with Life Safety Code Requirements Pertaining to Hospitals.
Thus, this second alternative considered building parts of the hospital that required institutional
standard in that level of construction and others that did not in business occupancy space. While
there would still have to be two buildings developed with different construction codes, they
could be developed as one integrated structure, but still at a lesser cost than if institutional
occupancy construction was used throughout. This alternative is programmatically difficult from
an architecture and engineering standpoint, would present difficulty from a design standards
vantage point and also could cause confusion during actual construction as to applicable
codes/standards used for one integrated structure (since the two vary significantly). This would
raise the risk of non-compliance for the hospital/clinical component of the integrated structure.
Further, this alternative would not accommodate a free standing physician office building, which
is most likely to have been necessary regardless. The development of almost all new hospital
construction (from very small to very large hospitals) has included a significant medical office
building component to accommodate independent physicians and specialists. Thus either the
Hospital or a developer would need to construct an independent building regardless. For the
foregoing reasons alternative 2 was rejected. The cost was estimated to be approximately the

same proposed project cost, but it would not include a medical office building.

Alternative 3 Utilize a Third Party Developer to Construct a Building That Would Include
Leased Space for the Ambulatory Care Center and Physician Office Space

This option proved to be the alternative of choice because it allowed the Hospital to provide the
square footage that it needed without compromising services or function. Total square footage
(hospital and leased space) could be constructed so that it would appear to be a single building
and traffic patterns between the buildings could be created to ease movement through the
buildings. Finally, as an added benefit, the developer was willing to build out significant space
for physician offices. Having physicians (especially specialists and subspecialists) on site will

enhance a multi-disciplinary team approach to care as well as continuity of care, improve
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convenience for patients and for physicians who will be able to see office patients and hospital
inpatients without leaving the campus, and will enable recruiting needed physicians to the

community. The total project cost of this alternative is $34,243,594.

A portion of the space in the building that will house the Ambulatory Care Center will be leased
to physicians who are not employees of the Hospital. A developer owning and leasing the
building directly to physician tenants is one positive of the Hospital not constructing and owning
the building and leasing directly to non-employed physicians. In addition, there may be space
that could be leased to a commercial tenant that would be consistent with its use as a medical

building.

1) B) and D) and 2)

Pursuing a Joint Venture

The alternative of a joint venture was not considered, given the nature of this project.
1)C)and D) and 2

Utilizing Other Health Care Resources

Among the spaces suitable for business occupancy space are administration and the clinical
laboratory. These services are required for the replacement hospital to be licensed. Similarly,
other programs and services planned for the lease space including cardiac rehab, the infusion
center, pain management, outpatient physical medicine and women's imaging are integral to the
Hospital's clinical programs and would disrupt continuity of care if they were diverted to other
health care resources. Even the non-clinical functions in the leased space have close relationship
with the Hospital's inpatients and outpatients, including medical staff services, performance
improvement, the St. Louis University residency programs, dietary counseling, and nutrition

services. For these reasons, utilizing other health care services was rejected.
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Summary of Alternatives

Alternative

Total Project Cost

Rationale

1. Construct a Replacement Hospital
including Those Services To Be Located
in the ACC/POB in the Main Hospital
Building

Approximately $304M
versus total project cost
of replacement hospital
and leased space, which

is $287M.

Rejected for the following reason:

High cost

Did not accommodate the
need for significant physician
office space.

2. Construct a Portion of the Hospital in
Business Occupancy Construction

Approximately $287M

Rejected for the following reasons:

Did not accommodate the
need for significant office
space. Risk of non-
compliance due to
complicated
construction/architect/design
standards

3. Utilize a Third Party Developer to
Construct a Business Occupancy Building
that Would Include Leased Space for the
Ambulatory Care Center and Physician
Office Space

$34.2 Million
(plus main hospital
building cost of $253M)

Alternative of choice for the following
reasons;

The developer's building
would have space that the
Hospital could lease for
business occupancy
functions.

Provided the necessary
square footage that the
Hospital needed without
compromising services or
function.

Traffic patterns could be
developed that could create
ease of movement through
the buildings.

Provided space for the
developer to lease to
physicians that would
enhance multi-disciplinary
and continuity of care,
improve convenience for
patients and physicians, and
would enable recruiting
needed specialists and
subspecialist to the region.
The Hospital is not in the
business and prefers not to
be a landlord.

The Hospital would not lease
to commercial tenants; the
developer may do so.
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3) The applicant shall provide empirical evidence, including quantified outcome data that
verifies improved quality of care, as available.

No empirical data is available given the nature of this project. However, locating primarily

outpatient based services in an outpatient focused building is more user friendly for patients.
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SECTION IV - PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE
Criterion 1110.234 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the following information:

SIZE OF PROJECT:

3. Document that the amount of physical space proposed for the proposed project is necessary and not
excessive. This must be a narrative.

4. If the gross square footage exceeds the BGSF/DGSF standards in Appendix B, justify the discrepancy by
documenting one of the following::

a. Additional space is needed due to the scope of services provided, justified by clinical or operational
needs, as supported by published data or studies;

b. The existing facility’s physical configuration has constraints or impediments and requires an
architectural design that results in a size exceeding the standards of Appendix B;

¢. The project involves the conversion of existing space that results in excess square footage.

Provide a narrative for any discrepancies from the State Standard. A table must be provided in the
following format with Attachment 14.

SIZE OF PROJECT
DEPARTMENT/SERVICE PROPOSED STATE DIFFERENCE MET
BGSF/DGSF STANDARD STANDARD?

APPENDDOCUMENTA‘VI_‘I_ONTASAT’ CHMENT:14. IN NUMERIC SEQUENTIAL ORDER AFTER THE AGE OF THE .

APPLICATION FORM.

Size of the Project

1. Document that the amount of physical space proposed by the project is necessary and
not excessive. This must be a narrative.

The amount of total space programmed for the leased space in the Ambulatory Care Center is
necessary and conservative compared to the State Agency guidelines in Appendix 1110 B.

There are no areas that exceed the State Agency guidelines.

80D SEB ACC/POB 7 182014 Attachment 14

DM _US 54329961-2.T13706.0010 113

8/22/2014 11:40 AM Size of the Project




Size of Project

Department/Service Number of Proposed Proposed State Difference Met
Key Rooms DGSF DGSF per Guideline/ per Key Standard?
Room Allowable Room
ACC/POB

Pain Management 1 1,042 | 1,042 1,100 (68) Yes

Mammography and

Stereotactic 4 2,508 627 900 (273) Yes
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SECTION IV - PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE
Criterion 1110.234 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the following information:

PROJECT SERVICES UTILIZATION:

This criterion is applicable only to projects or portions of projects that involve services, functions or equipment
for which HFSRB has established utilization standards or occupancy targets in 77 lll. Adm. Code 1100.

Document that in the second year of operation, the annual utilization of the service or equipment shall meet or exceed the
utilization standards specified in 1110.Appendix B. A narrative of the rationale that supports the projections must be
provided.

A table must be provided in the following format with Attachment 15.

UTILIZATION
DEPT./ HISTORICAL PROJECTED STATE MET
SERVICE UTILIZATION UTILIZATION | STANDARD | STANDARD?
(PATIENT DAYS)
(TREATMENTS)
ETC.

YEAR 1
YEAR 2

APPEND DOCUMENTATION AS A ! TACHMENT-15, IN NUMERlC SEQUENTIA
APPLICAT!ON FORM.

Attachment 15 is not applicable. See Attachment 34 for the Clinical Service Areas to be located
in the ACC.
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0. Criterion 1110.3030 - Clinical Service Areas Other than Categories of Service

1. Applicants proposing to establish, expand and/or modernize Clinical Service Areas Other than
Categories of Service must submit the following information:
2. Indicate changes by Service: Indicate # of key room changes by action(s}:

# Existing # Proposed

Service Key Rooms  Key Rooms
Mammography 4 4
Pain Management 1 1
3. READ the applicable review criteria outlined below and submit the required documentation
for the criteria:
PROJECT TYPE REQUIRED REVIEW CRITERIA
New Services or Facility or Equipment (b) - Need Determination -
Establishment
Service Modernization (cy1) - Deteriorated Facilities
and/or
(cK2) - Necessary Expansion
PLUS
(cH3)(A) - Utilization - Major Medical
Equipment
Or
(c)(3)(B) - Utilization — Service or Facility

Clinical Service Areas proposed to be in the Ambulatory Care Center include:

Pain Management

Mammography

Cardiac Rehabilitation (H2H Clinic)
Infusion Therapy Center
Laboratory/Pathology/Blood Bank
Outpatient Physical Medicine

Of these, only pain management and mammography are reviewable per State Agency
Guidelines.
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Clinical Service Areas (CSAs) — Ambulatory Care Center
Pain Management

a) Introduction to the Attachment requires that the applicants comply with the requirements

of subsection a) 2) for "New Services or Facility or Equipment.”

b) Need Determination

The applicant shall describe how the need for the proposed establishment was
determined by documenting the following:

1) Service to 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

i) 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 the residents of the service area.

St. Elizabeth's Patient Origin from HPA F-01

Area Patients Percent of Total
Patients
HPA F-01 7,772 86.1
Extended Market Area 1,162 13.9 -
Total 8,884 100.0

Source: Hospital Records.
Note: Excludes AMI and pediatrics which will not be relocated to the new

site.
86.1 percent of St. Elizabeth's patients reside in HPA F-01. This high percentage of patients from
the health planning area shows that the primary purpose of the proposed project is to serve the
residents of the HPA F-01. However, because the hospital provides many advanced services that
are not offered at critical access and rural hospitals in the region, the Hospital also receives

patients from beyond the planning area. The Hospital's patient origin is not expected to change

when the hospital is relocated to a new site.

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

Pain management (which is treated as surgery for CSA purposes) is among the clinical service
areas that St. Elizabeth's will be replaced on a new site, but the procedure room for pain
management services will be in the ACC/POB building versus the main hospital building. The
project proposes relocating only the one procedure room that is currently operated. The volume
for that procedure room in 2013 was 764 surgical hours. This volume supports the State
guidelines of 1,500 surgical hours per procedure room. The applicants anticipate no change in
volume, and projected volume is based on historical volume as indicated. The applicants

anticipate being at target utilization within one year of operation.

Source: Hospital Profiles, 2008 — 2010, Declaratory Ruling, March 11, 2014, Annual Hospital
Questionnaire, 2013

2) Service Demand
To demonstrate the 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.

A) 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 2-year
historical and 2-year projected number of inpatients requiring the subject
CSA.

B) Physician Referrals
For CSAs that require physician referrals to create or maintain a patient
base volume, the applicant shall document patient origin information for
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.

C) 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 need, patient origin by zip code;
recipient facility; date of referral; and physician certification that the
representations contained in the verifications are true and correct.

D) Population Incidence
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The applicant shall submit documentation of incidence of service based
upon IDPH statistics or category of service statistics.

The physician referral letters located in Attachments 20 and 21 of the simultaneously filed
hospital relocation application certify that the St. Elizabeth's medical staff will admit at least the
same number of inpatients as they did in 2013 and will continue to refer patients for inpatient
and outpatient ancillary services with the expectation that volume will actually increase based on
the growth of individual practices and ongoing recruitment of needed physicians to the region.
As the Southern 1llinois Division regional referral center, St. Elizabeth's does not refer pain
management services to other facilities. The projected need does not assume any increase in

market share.

The Hospital currently has 1 pain management procedure room and is proposing to have 1 room

in the proposed Ambulatory Care Center.

Utilization of the Pain Management Procedure Room at St. Elizabeth's Hospital, 2013

Inpatient Outpatient Total Procedure
Procedure Hours | Procedure Hours Hours
6 758 764

Source: Annual Hospital Questionnaire, 2013

Current Need
764 hours in 2013 + 1,500 hours per room = 1 room justified

In addition, the Hospital projects conservative future need for the service.
The Hospital assumes that future volume willincrease at a rate consistent with population
growth.

764 hours in 2013 x 1.042 = 796 hours in 2019

796 hours in 2019 + 1,500 hours per unit = 1 room justified
3) 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.
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St. Elizabeth's replacement hospital will continue to serve the same market area as the current
facility. The volume of patients that historically used the pain management procedure rooms
will be replicated at the replacement hospital. Thus, the provision of 1 pain management

procedure room will not lower utilization of any area providers.

4) Utilization
Projects involving the establishment of CSAs shall meet or exceed 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.

796 projected pain management hours = State Agency guideline of 1,500 hours per unit

Both current and projected pain management hours per room meet the State Agency guideline

for 1 room,

80D SEB ACC POB CON 718 2014 Attachment 34
DM_US 54329961-2.T13706.0010 120

8/22/2014 11:40 AM Clinical Service Areas

Pain Management




Clinical Service Areas (CSAs) — Ambulatory Care Center
‘Mammography

a) Introduction to the Attachment requires that the applicants comply with the requirements
of subsection a) 2) for "New Services or Facility or Equipment.”

b) Need Determination

The applicant shall describe how the need for the proposed establishment was
determined by documenting the following:

1) Service to 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

i) 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 the residents of the service area.

St. Elizabeth’s Patient Origin from HPA F-01

Area Patients Percent of Total
Patients
HPA F-01 7,772 86.1
Extended Market Area 1,162 13.9
Total 8,884 100.0

Source: Hospital Records.
Note: Excludes AMI and pediatrics which will not be relocated to the new

site.
86.1 percent of St. Elizabeth’s patients reside in HPA F-01. This high percentage of patients
from HPA F-01 shows that the primary purpose of the proposed project is to serve the residents
of the planning area. However, because the hospital provides many advanced services that may
not be offered at the critical access and rural hospitals in the region, the Hospital also receives
patients from beyond the planning area. The Hospital's patient origin is not expected to change

when the hospital is relocated to a new site.
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B)

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

Mammography is among the clinical service areas that St. Elizabeth’s will be relocating from its

current site. It currently operates four pieces of general mammography equipment in the main

hospital building that will relocate to the ACC/POB, for ease of use to this primarily outpatient

service. Per the State Guidelines of 5,000 visits per piece of equipment, St. Elizabeth’s supports

the four pieces of mammography equipment based on 2013 utilization of 18,223.

Source: Hospital Profiles, 2008, Declaratory Ruling, March 11, 2014, Annual Hospital

Questionnaire, 2013

2)

Service Demand

To demonstrate the 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.

4)

B)

0

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 2-year
historical and 2-year projected number of inpatients requiring the subject
CSA.

Physician Referrals

For CSAs that require physician referrals to create or maintain a patient
base volume, the applicant shall document patient origin information for
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.

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 need, patient origin by zip code;
recipient facility; date of referral; and physician certification that the
representations contained in the verifications are true and correct.
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D) Population Incidence

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

The need is based on historical utilization generally. However, the physician referral letters
located in Attachments 20 and 21 of the simultaneously filed hospital relocation application
certify that the St. Elizabeth’s medical staff will admit at least the same number of inpatients as
they did in 2013 and will continue to refer patients for inpatient and outpatient ancillary services,
including mammography, with the expectation that volume will actually increase based on the
growth of individual practices and ongoing recruitment of needed physicians to the region. As
the Southern Illinois Division regional referral center, St. Elizabeth’s does not refer screening,
diagnostic, or stereotactic mammography patients to other facilities. The projected need is based
on historic utilization; no increased market share factor is included. This is a very conservative
approach since it accounts for neither the higher utilization of mammography by the older (and
faster growing) segments of the female population nor the implementation of the Affordable

Care Act.

Utilization of the Mammography Services at St. Elizabeth’s Hospital, 2013

Inpatient Visits Qutpatient Visits Total Visits
12 18,211 18,223
Source: Annual Hospital Questionnaire, 2013

As a side note, St. Elizabeth's currently has 4 screening and diagnostic mammography units and
1 stereotactic; the stereotactic unit is for special procedures and has substantially lower
utilization than the screening/diagnostic units. It is not included in utilization for this reason. At
project completion, 3 of the general units will be consolidated in the Women's Imaging Center in
the Ambulatory Care Center and 1 will remain in at the current Belleville campus. The
stereotactic equipment will be at the replacement hospital. Current Need:18,233 total exams +
5,000 exams per unit = 4 units justified

3) 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.
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St. Elizabeth’s replacement hospital will continue to serve the same market area as the current
facility. The volume of patients that historically used the mammography units is also expected to

relocate to O'Fallon. Thus, the provision of 4 mammography rooms will not lower utilization of

any area providers.
4) Utilization
Projects involving the establishment of CSAs shall meet or exceed 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.

18,223 visits (based on historical 2013 utilization, despite anticipated growth and need) in 2019
per unit = State Agency guideline of 5,000 visits per unit

The current and future mammography visits per unit is consistent with the State Agency

guidelines and the Hospital’s historical utilization.
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The following Sections DO NOT need to be addressed by the applicants or co-applicants responsible for
funding or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from
Fitch's or Standard and Poor's rating agencies, or A3 or better from Moody's (the rating shall be affirmed
within the latest 18 month period prior to the submittal of the application):

s Section 1120.120 Availability of Funds — Review Criteria
» Section 1120.130 Financial Viability ~ Review Criteria
s Section 1120.140 Economic Feasibility — Review Criteria, subsection (a)

VIIl. - 1120.120 - Availability of Funds
NOT APPLICABLE ~ APPLICANT A HAS A BOND RATING OF AA

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 from the following
sources, as applicable: Indicate the dollar amount to be provided from the following sources:

a) Cash and Securities — statements (e.g., audited financial statements, letters from financial
institutions, board resolutions) as to:

1) the amount of cash and securities available for the project, including the
identification of any security, its value and availability of such funds; and

2) interest to be eamed on depreciation account funds or to be earned on any
asset from the date of applicant's submission through project completion;

b) Pledges - for anticipated pledges, a summary of the anticipated pledges showing anticipated
receipts and discounted value, estimated time table of gross receipts and related fundraising
expenses, and a discussion of past fundraising experience.

c) Gifts and Bequests - verification of the dollar amount, identification of any conditions of use, and
the estimated time table of receipts;

d) Debt - a statement of the estimated terms and conditions (including the debt time penod, variable
or permanent interest rates over the debt time period, and the anticipated repayment schedule) for
any interim and for the permanent financing proposed to fund the project, including:

1) For general obligation bonds, proof of passage of the required referendum or
evidence that the governmental unit has the authority to issue the bonds and
evidence of the dollar amount of the issue, including any discounting
anticipated;

2) For revenue bonds, proof of the feasibility of securing the specified amount and
interest rate;

3) For mortgages, a letter from the prospective lender attesting to the expectation
of making the loan in the amount and time indicated, including the anticipated
interest rate and any conditions associated with the mortgage, such as, but not
limited to, adjustable interest rates, balloon payments, etc.;

4) For any lease, a copy of the lease, including all the terms and conditions,
including any purchase options, any capital improvements to the property and
provision of capital equipment;

5) For any option to lease, a copy of the option, including all terms and conditions.

e) Governmental Appropriations — a copy of the appropriation Act or ordinance accompanied by a
statement of funding availability from an official of the governmental unit. If funds are to be made
available from subsequent fiscal years, a copy of a resolution or other action of the governmental
unit attesting to this intent;

f) Grants - a letter from the granting agency as to the availability of funds in terms of the amount and
time of receipt;

g) All Other Funds and Sources - verification of the amount and type of any other funds that will be
used for the project.

TOTAL FUNDS AVAILABLE

APPEND DOCUMENTATION AS
APPLICATION FORM. -

ATTACHMENT-36.IN NUMERIC SEQUE ORDER AFTER THE LAST PAGE OF :THE .
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IX. 1120.130 - Financial Viability = NOT APPLICABLE - DURABLE A BOND RATING

All the applicants and co-applicants shall be identified, specifying their roles in the project funding or
guaranteeing the funding (sole responsibility or shared) and percentage of participation in that funding.

Financial Viability Waiver

The applicant is not required to submit financial viability ratios if:

5. “A” Bond rating or better

6. All of the projects capital expenditures are completely funded through internal sources

7. The applicant’s current debt financing or projected debt financing is insured or anticipated to be
insured by MBIA (Municipal Bond Insurance Association Inc.) or equivalent

8. The applicant provides a third party surety bond or performance bond letter of credit from an A
rated guarantor.

See Section 1120.130 Financial Waiver for information to be provided

APPEND DOCUMENTATION AS ATTACHMENT-37, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM.

The applicant or co-applicant that is responsible for funding or guaranteeing funding of the project shall provide
viability ratios for the latest three years for which audited financial statements are available and for the first full
fiscal year at target utilization, but no more than two years following project completion. When the applicant's
facility does not have facility specific financial statements and the facility is a member of a health care system that
has combined or consolidated financial statements, the system's viability ratios shall be provided. If the health care
system includes one or more hospitals, the system's viability ratios shall be evaluated for conformance with the
applicable hospital standards.

Provide Data for Projects Classified e Cafégory A‘_§;"éategory"B':(ié?tft'ﬁ\?é'é’years) i Category B
s . : D R . LR | L (Projected)
Enter Historical and/or Proj"" ted N/A -AA RATED

Years: .-

Current Ratio

Net Margin Percentage

Percent Debt to Total Capitalization

Projected Debt Service Coverage

Days Cash on Hand

Cushion Ratio

Provide the methodology and worksheets utilized in determining the ratios detailing the calculation
and applicable line item amounts from the financial statements. Complete a separate table for each
co-applicant and provide worksheets for each.

2. Variance
Applicants not in compliance with any of the viability ratios shall document that another organization,

public or private, shall assume the legal responsibility to meet the debt obligations should the
applicant default.

APPENDJDOCUMENTATION AS ATT ‘CHMENT 38,4

AGE OF THE-
APPLICATION FORM.. S
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Fitch Rati ngs

FITCH AFFIRMS HOSPITAL SISTERS SERVICES,
INC. (IL) REVS AT 'AA-/ F1+'; OUTLOOK STABLE

Fitch Ratings-Chicago-04 April 2014: Fitch Ratings has affirmed the 'AA-' long-term ratings on the .
following revenue bonds issued on behalf of Hospital Sisters Services, Inc. (HSSI):

--$76.9 million Wisconsin Health and Educational Facilities Authority, series 2012B;
--$68.8 million Illincis Finance Authority, series 2012C;

--$61.1 million Wisconsin Health and Educational Facilities Authority, series 2012D*;
--$41.6 million Wisconsin Health and Bducational Facilities Authority, series 2012E¥;
--$31.6 million Ilinois Finance Authority, senes 2012F*;

--$31.6 million 1llinois Finance Authority, series 2012G*;

--$72.0 million I1linois Finance Authority, series 2007A.

*Underlying rating. The bouds are expected to be supported by an irrcvocable direct pay letter of
credit issued by the Bank of Montreal, N.A,

In addition, Fitch has affirmed the 'AA-/F1+ ratings to the following variable-mate demand revenue
bonds issued on behalf of HSSI. The 'Fl+' is based on the sufficiency of the self-liquidity provided
by HSSI:

--$65.9 million Illinois Finance Authority, series 2012H;
--$89.5 million [llinois Finance Authority, series 2012,
--$14.2 million Wisconsin Health and Educational Facilities Authority, series 2012],

The Rating Outlook is Stable.
SECURITY: Joint and seversable liability of each member of the obligated group

KEY RATING DRIVERS

STRONG LIQUIDITY POSITION: HSSI's robust liquidity position provides a strong financial
cushion which mitigates the system's light but improving operating profitability and the risks
associated with its variable-rate debt exposure.

SOLID DEBT SERVICE COVERAGE: HSSI's light debt burden allows for solid coverage of
maximum annual debt service (MADS) despite modest profitability. Coverage of MADS by EBITDA

_ was very solid 6.6x and 6.3x in fiscal 2012 and 2013, respectively, Moreover, MADS coverage by
operating EBITDA of 4.1x and 4,5x in fiscal 2012 and 2013 is much improved from fiscal 2010
and 2011.

IMPROVED OPERATING PERFORMANCE: HSSI's operating profitability has improved sharply
since fiscal 2011 despite continued investment in its physician alignment strategy. Operating
EBITDA margins improved to 7.7% and 8.1% in fiscal 2012 and 2013 from 4.4% in fiscal 2011,
Operating improvement at HSSI's flagship, St John's Hospital in Springfield, IL has been key with
fusther improvement expected in 2014.

CHALLENGING SERVICE AREAS: HSSI's location in mid-sized markets with stagnant growth,
the concentration of system revenue at St. John's (the flagship hospital in Springfield), and its reliance
on its five Wisconsin hospitals to cover losses at its [ilinois facilities continue to be credit concerns.
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AMPLE INTERNAL LIQUIDITY: HSSI maintains ample cash and invesiments which can be
liquidated to fund any failed remarketing on. approximately $169.5 million variable-rate demand
bonds exceeding Fitch's criteria for assignment of an F{+' short-tcrm rating.

RATING SENSITIVITLIES

IMPROVED QPURATING PERFORMANCE: HSSI's improvement in operating performance
combined with its strong liquidity position and light leverage provide ample financial cushion to
absorb the cotporation's continued physician alignment strategy as well as the transition to value
based reimbursement models at the current rating level,

CREDIT PROFILE

HSSI is composed of 13 inpatient hospitals, with eight facilities in Jllinois and five facilities in
Wisconsin. [n fiscal 2013, the system had 1,965 beds in operation and total revenuc of §$2 billion.

Fitch's analysis is based upon consolidated (inancial statements. In 2013, the obligated group
accounied for 93.2% of consolidated operating revenue and 90.0% of consolidated total assets in
fiscal 2013,

STRONG LIQUIDITY / I.IGHT DEBT BURDEN

The 'AA-' rating reflects the benefits of HSSI's robust balance sheet, light debt burden and solid debt
service coverage which serve to mitigate HSSI's historically weak operating profitability for the rating
category. At Dec. 31, 2013, HSSI's unrestricled cash and investments totaled $1.71 billion which is
up from $1.63 billion at fiscal year-end (FYE) 2013 (+4.9% increase) and $1.47 billion at FYE 2012
(+16.6% increase). HSSI's days cash on hand, cushion and cash-to-debt ratios of 324.7, 47.4x and
265.6%, respectively, well exceed the 'AA’ category medians.

HSSI enjoys a light debt burden which allows for strong dcbt service coverage despite light but
improving profitability. MADS of $36 million equates to a light 1.8% of fiscal 2013 total revenues
while debt to capitalization (at Dec. 31, 2013) of 21.4% compares favorably to the 'AA’ category
median of 32.7%. Coverage of MADS by EBITDA has been very solid at 6.6x and 6.3x in fiscal
2012 and 2013, respectively, and exceeds the '"A A’ median of 5.0x, Coverage of MADS by operating
EBITDA bas improved to 4.1x and 4.5x in fiscal 2012 and 2013 and is now in line with the 'AA"
category median. Further capital spending has been strong averaging 164% of depreciation expense
over the last three years.

LIGHT BUT IMPROVING PROFITABILTY
Since posting a $44.8 million loss from operations (-2.4% operating margin) in fiscal 2011, HSST has
generated improved profitability in fiscal 2012 and 2013. In fiscal 2012, HSSI generated break even'
operations and in fiscal 2013, the corporation generated income from operations of $18.8 million
(0.9% operating margin). However, Fitch notes that 2013 results were enhanced by receipt of 'EHR
Incentive Program’ revenues in 2013 ($31.8 million in 2013 vs. $4.2 million in 2012). The improved
results of the system's hospital operations have been diluted by the losscs from HSSI's physician
alignment and employment strategy. Operating performance through the six month interim period
ended Dec. 31, 2013 is improved over the prior year period with $12.8 million of income from
operations (1.2% operating margin) compared to $9.5 million in operating income (1% operating
margin) in prior year period. :

At FYE 2013, the system employed a total 588 physicians and mid-level providers as compared to
431 at FYE 2010. Along with the acquisition of established physician practices, HSSI has many
newly recruited physicians, which continues to have a negative impact on profitability. Growth in the
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empleyed physician group is expected to continue over the near to ‘medium term which will likely
depress the rate of profitability improvement.

SERVICE AREA CHALLENGES:

Many of HSSI's hospitals are located in mid-sized markets with little projected population growth and
marginal demographics. Management is making progress in reducing losses at St. John's-Springfield,
which accounted for about 22% of total system revenues in fiscal 2013 which is viewed positively.

The operating loss at St. John's- Springficld narrowed to roughly $11 million in fiscal 2013 from
$20.9 million in 2012 and $34.4 million in 2011. Proceeds from the series 2012 financing are
being used to rebuild the surgical suites and remode! of four patient floors, which should improve
surgical volumes and further improve the financial performance at St. John's. Fitch belicves improved
financial performance at St. John's is critical to the overall operating success of the system. Fitch
expects to see improved operating balance across the systcm as capitsl improvements and physician
alignment strategies take hold.

SELF LIQUIDITY

The 'Fi+' short-term rating reflects the sufficiency of HSSI's highly liquid cash and investments
available to fund any failed re-marketing puts on approximately $169.5 million of series 2012
variable-rate demand bonds. At Feb. 28, 2014, after assigning appropriate discounts based on
underlying ratings and maturity of its holdings, HSSI had eligible cash and fixed income investments
available to fund any un-remarkcted puts well in excess of the required threshold of 1.25x to achieve
the F1+ short-term rating, The system hag a written procedures letter outlining the liquidation
procedures in place to ensure timely funding and provides Fitch monthly investment reports which
are used to monitor its cash and investment position available for self-liquidity.

DISCLOSURE

HSSI covenants to provide bondholders with audited annual information within 120 days of fiscal
year-end and unaudited quarterly statements within 45 days of quarter-end to the national recognized
municipal securities information repositories and through Digital Assurance Certification, L.L.C.
The content of HSSI's disclosure to-date has been excellent and includes a balance sheet, income
statement, cash flow statement, utilization statistics, and management discussion and analysis.

Contact:

Primary Analyst
Dana Sodikoff
Director
+1-312-368-3215
Fitch Ratings, Inc.

70 W. Madison Street
Chicago IL 60602

Secondary Analyst
Jim LeBuhn
Senior Director
+1-312 368-2059

Committee Chalirperson
Eva Thein

Senior Director
+1-212-908-0674

Mecdia Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Email:
elizabeth.fogerty@fitchratings.com.
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Additional information is available at 'www.fitchratings.com'.

Applicable Criteria and Related Research: _
--'Nonprofit Hospitals and Health Systems Rating Criteria’, dated May 30, 2013,

Applicable Criteria and Related Research:
(1.8, Nonprofit Hospitals and Health Systems Rating Criteria
http://www fitchratings.com/creditdesk/reports/report_frame.cfm?mpt_id=708361

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS
AND DISCLAIMERS, PLEASE READ THESE LIMITATIONS AND
DISCLAIMERS BY FOLLOWING THIS LINK: HTTP//FITCHRATINGS.COM/
UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S
PUBLIC WEBSITE "WWW . FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE
OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL,
COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO
AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION OF THIS SITE. FITCHMAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED
THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD
ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY
SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
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Hospital Sisters Services Inc., Wisconsin; Joint
Criteria; System

Cregi

Series 2012C
Long Term Rating AA-/Stable Affirmed

Rationale

Standard & Poor’s Ratings Services affirmed its 'AA-' long-term rating to the Wisconsin Health & Educational Facilities
Authority's (WHEFA) series 2012B bonds and the Illinois Finance Authority's {(IFA) series 2007A and 2012C bonds.
Also, Standard & Poor's Ratings Services affirined its ‘AA-/A-1+" dual rating to WHEFA's series 2012J bonds and to
IFA's series 2012H and 20121 bonds. Finally, Standard &Poor’'s affirmed its 'AAA/A-1" dual rating and ‘AA- underlying
rating (SPUR) to WHEFA's senies 2012D bonds and series 201 2E bonds, and to IFA's series 2012F bonds and series
2012G bonds. All bonds were issued for Hospital Sisters Services Inc. (HSSI). The outlook on all ratings is stable.

The 'AAA/A-1"rating on the senes 2012D, series 2012E, series 2012F, and 2012G revenue refunding bonds are joint
criteria ratings. The long-term component of the rating ig based jointly (agsuming low correlation) on the ratings on the
obligor, Hospital Sisters Services Inc., and the letter of credit provider, Bank of Montreal, The short-term component of
the rating is based solely on the rating on Bank of Montreal. The bank facility expires Dec. 31, 2014,

The 'AA-' ratings reflect our view of HSSI's solid unrestricted reserves, strong maximum annual debt service (MADS)
coverage, and low debt levels. HSSI also saw an improvement in the shares of six of its markets during fiscal 2013.
Finally management believes that HSSI hag been preparing the system for health care reform with improved quality,
care coordination, and an electronic medical record that has been implemented organization wide, coupled with
HSSI's insurance offerings and physician alignment strategy. We believe that HSSI will continue to see improved
operations, which currently are lower than our median for the rating, that in turn will help to drive strong MADS
coverage and the solid balance sheet while the system continues to invest in capital over the next five years. Alj
financial information is based on Hospital Sisters Health System (HSHS).

The “AA-' ratings further reflect our view of HSHS"

« Solid balance sheet, which we anticipate will strengthen as the HSHS management team continues to improve

operations:

¢ Stable management team with a CEQ who, in our opinion, has a good background in Wisconsin-based hospitals and
working with HSSI-employed and non-HSSI-employed physicians; and

« Geographic diversity, with 13 hospitals in llinois and Wisconsin.

Partly offsetting the above strengths, in our view, are HSHS"

* QOperating margin, which, although improving, remains less than adequate for the rating category, and
« Utilization that has been flat-to-declining during the past couple of years.
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Haospiead Siseors Sexvices Ine., Wiscroesd; fobn Criveria; Sysvom:

The 'fi- 147 shor-term carpanert &8 the dunl ratings reflects that HESI utiiizes it own liguidity. HSS) has sommitied
several sources of shert-term and langterm furds to support ite unenhanced varjableate demand bends (VRDRe!, As
of Dct. 30, 2013 HISS identified cash and fixed-4ncome assets of approximately $760 million, We vontinue to monitor
bettithe eulliciency and the dquidity aveilable through HES's cash and fixed-intame asseta to ensure that it can cover
the piirshase prive of amy bonds in the event of fsiled remarketing for itg thres serfes of selfliquidity backed VRIIBs
fenalitig $170 milfion, Ample ifquidity is provided through ihe money held in cagh and high-quality, short-term
tixeddnoame securities.

The 'AA- rating iz besed om our view of HSSPs group credit profie and the obligeted group’s core staiys. Accordingly.
the bondy are rated at the same level a¢ the group credit profile. Groes reverue ol the ohligated group secunes the
various Sonds,

HSHS, the purent of HSSL, is « 13-dospital system operadng in Hinols and Wiscongin. HSS operates efght facilities in
fitincis (Belleville, Streater; Breeee, Decanr, Effingham, Highland, Litchfeld, ard Speinglield, the Jast of whick is the
Hegship site} and Evein Wiscessin (Chippevo Prls, Eau Calee, (wo i Gieen Bay, and Sheboygan), HSHS aten
operies an integrated physician network with the HSHS Medical gronp, Prafrie Cordiovasautar Consultarts. and In
isaltaboratian with oiber large multispecialty groups i Wiscanein and Hlincis.

Dutleok

The statde nutlook refects o opinian thet HSHS sexsior management will continge 1 improve an the operating goine
of fiscal 2013, Management has pravided a high-lavel Snancial forscagt £ our review thet alle fir hnpréved operting
marging.

If rarss gernent is unable 12 stay in line with its Bacal 2014 budgel, we couid revive the outlook 1o negative. Alss, it
cperaenal ehaltanges rtun and the babanie sheet sutlare in the near fotam, & tegative reting action: ooukd e

However, if managemernt s able to continue Improve ahd sustain ite operations t o minimum of grester then a 7%
winrgin coupled with o fees than Sx MADS coverage abd maistain its urrestiicled resstves fo a tevel of no less then
o0 daye snsh, o positive rating astion or outlook revision couid veeur,

Enterprise Profile
HEHS, the parent of HSS), operates 13 hospitats: eight in llincis and Gve in Wisconsin, The Minolu hogpitals are:

¢ S5t Elizebeth's Belleville (260 stafled beds):

+ 51 Joseph's Hogpetal, Breese (48 statfed becs):

© S Mary's Hespitsl, Decatur {232 siaffed beda):

o 5t Amhany's Memeria) Hospital, Engham (145 ssafled beds);
o S Joseph's Hosplta!, Highland {25 etaffed bedsy

St. Fronds Hospital, Litchflel (25 staftad bedal

St. dohn's Hospital, Springfield {458 staffed bedsy; and

St. Mary's Hospital, Streator (68 ataffed bedy).
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Hospital Sisters Services Inc., Wisconsin; Joint Criteria; System

The Wisconsin hospitals are:

e St. Joseph's Hospital, Chippewa Falls (126 staffed beds);

e Sacred Heart Hospital, Eau Claire (217 staffed beds);

¢ St. Mary's Hospital Medical Center, Green Bay (83 staffed beds);
¢ St. Vincent Hospital, Green Bay (255 staffed beds); and

¢ St. Nicholas Hospital, Sheboygan (55 staffed beds).

Utilization

For fiscal 2013, ended June 30, HSHS' utilization slightly declined when compared with fiscal 2012. However, HSHS
did beat its budget for admissions for fiscal 2013. For the year, admissions totaled 82,681 versus 83,062, or a decline of
0.1%, which was slightly better than its budgeted admissions for fiscal 2013, which called for 82,197 admissions. As
with other hospitals that we rate, HSHS has experienced a decline in utilization due to the implementation of high
deductible heaith plans, but management is also planning for further declines as health care reform is implemented,
including the impact of the "two midnight rule,” which is that a patient is in the hospital for at least two midnights to be
considered for inpatient status. To help combat a Jarge-scale decline, HSHS is focusing on care coordination between
its hospitals, employed physicians, and insurance offerings. For example, HSHS has continued to grow its employed
physician base, adding 46 providers (net growth of 26 providers) during fiscal 2013. Currently HSHS employs nearly
600 physicians via the HSHS Medical Group, Prevea Health, and Prairie Cardiovascular Consultants. HSHS is also
working with physicians that wish to remain independent via the Physician Clinical Integration Network (PCIN).
Through PCIN, HSHS is planning to improve its overall quality by working with both independent physicians and its
employed physicians. Using this aligned initiative with PCIN; HSHS is currently addressing a reduction of patient
readmissions as hospitals will be penalized in the future for some readmissions. PCIN currently has almost 900 aligned
providers, with 70% being independent.

Management
Management believes that the strategies that it has implemented during the past couple of years are starting to take

hold. The CEO continues to believe that, with the strategies that were put in place, HSHS is acquiring the market share
that it had historically lost to competition. To be able to remain a competitive force in its various markets, HSHS
management states that they must continue to focus in on cost reductions, enhancing the revenue cycle and growing
the share of the market is receives. As discussed earlier, HSHS is growing the physician base and is also looking to
align or affiliate with-smaller facilities to continue to grow its overall market share. However, this strategy does have a
cost in the short term as newly employed physicians will have to stabilize their business before the cost per physician
begins to decline. This was seen in fiscal 2013 as the loss for the total physician group ramped up to $79 million
compared with $70 million in fiscal 2012. To combat this short-term rise and longer-term concerns, HSHS is striving to
reach a point that the system is breakeven (driven by cost reduction and revenue enhancement) on a Medicare basis
by 2015. For fiscal 2013, Management stated that HSHS had approximately $5 million at risk under value-based
purchasing. HSHS was able to earn back all but $335,000 of the at-risk funds. As this amount ramps up in fiscal 2014,
management expects to earn all but $360,000 of the $8.8 million that will be at risk.
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Huospital Sisters Services Inc., Wisconsing Joint Criteria; System

Financial Profile

In accordance with the publication of our article, “New Bad Debt Accounting Rules Will Alter Some U.S. Not-for-Profit
Health Care Ratios But Won't Affect Ratings”, on Jan. 19, 2012, we recorded HSHS' 2013 and 2012 audits including
the adoption of Financial Accounting Standards Board 2011-017 in 2012, but not in prior periods. The new accounting
treatment means that HSHS' fiscal 2012 and subsequent financial statistics are not directly comparable to the results
for 2011 and prior years. For an explanation of how each financial measure is affected by the change in accounting for
bad debt, including the direction and size of the change, please see the above article.

Operations

For fiscal 2013, HSHS saw its operations improve over fiscal 2012 and its budget for the year. HSHS posted an
operating margin of 0.94% in fiscal 2013 compared with negative 0.22% in fiscal 2012. This is a continuation of
iimproved operations for the system. The management of HSHS has implemented various cost-saving initiatives over
the years and continues to look for ways to cut cost as they plan to reach a breakeven level on Medicare patients by
fiscal 2015. During fiscal 2013, HSHS was able to drop its number of full-time equivalent employees by 358, which was
one of the keys to the continued operational improvement. Also, HSHS operations benefitted from the receipt of $31
million for meaningful use funds related to the implementation of an electronic medical record for the system, helping
to offset the costs of their implementation. While this is a positive for the system, management will have to continue to
focus on culling cost out of the system or growing its revenues as the money for meaningful use will decline going
forward, This will be a challenge for HSHS, but the management team has put together plans to help the system stay
focused on improving operations and not returning to the losses recorded a couple of years ago. For the first quarter of
fiscal 2014, ended Sept. 30, HSHS posted an operating margin of 0.26% and is outperforming the operations of the
same periad fiscal in 2013. Management is budgeting for softer volumes in fiscal 2014 as they expect some disruption
from health care reform, and the system does not budget the receipt of meaningful use funds.

With the improved operations and the continued solid non-operating income, HSHS posted MADS coverage of 6.2x
for the first quarter of fizcal 2014.

Balance sheet and capital spending

As of Sept. 30, 2013, HSHS' unrestricted reserves equated to 314 days’ cash on hand. The solid unrestricted reserves
coupled with strong cash to long-term debt of 268% and low leverage of 21% continue to be the strength of the rating.
During fiscal 2013, HSHS saw its balance sheet grow due to the strength of investment returns for the year coupled
with prudent capital spending outside of its major capital project at St. John Hospital in Springfield.

Per management, HSHS will spend miore than $500 million in the next five years. HSHS management has re-evaluated
what it will spend on capital after it has completed the St. John's facility. During fiscal 2014, HSHS plans to spend
approximately $160 million, including St. John's. After this period, HSHS capital expenditures will average a little
greater than $90 million going forward, which is approximately 70% of depreciation for fiscal 2013,

Contingent liabilities
As of June 30, 2013, HSHS had the following contingent liabilities:
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Hospital Sisters Services Inc., Wisconsin; Joint Criteria; System

¢ Four swaps with Merrill Lynch for a notional amount of $368 million;
¢ $120 million bonds directly purchased by JPMorgan Chase;

¢ $166 million of letter of credit-supported bonds; and

$170 million of self-liquidity bonds.

In our view, event risk is low for these contingent liabilities due to the large spread between the rating on HSS! and the
termination trigger on its swaps, no collateral needed for posting as of this analysis, and its headroom above the
covenant triggers. Taking into account the swaps, HSHS has a 36% net variable-rate exposure, which we believe is
manageable given HSHS' overall low debt level and strong rating.

--Fiscal year ended June 30,~ Medians
Three month interim Healthcare system
ended Sept. 30, 2013* 2013* 2012% 2011 'AA- 2012
Financial performance
Net patient revenue ($000s) 476,966 1,904,977 1,869,928 1,933,034 18113816
Total operating revenue {$000s) 502,296 2,004,815 1,929,088 1,991,424 MNR
Tota) operating expenses {$000s) 500,990 1,986,002 1,933,345 2,036,431 MNR
Operating income {$000s) 1,306 18,813 (4,257) (45,007) MNR
Operating margin (%) 0.26 0.94 (0.22) (2.26) 43
Net non-operating income ($000s) 19,462 66,172 92,839 113,917 MNR
Excess income ($000s) 20,768 84,985 88,582 68,910 MNR
Excess margin (%) 3.98 4.1 4.38 3.27 6.4
Operating EBIDA margin (%) 768 8.08 7.74 4.14 11
EBIDA margin (%) 11.13 11.01 11.98 9.33 128
Net available for debt service ($000s}) 58,060 228,103 242,180 196,406 272,221
Maximum annual debt service ($0003) 37,586 37,586 37,586 37,586 MNR
Maximum annual debt service coverage (x) 6.18 8.07 6.44 523 52
Operating lease-adjusted coverage (x) 5.35 395 4.09 3.74 37
Liquidity and financial flexibility
Unrestricted cash and investments ($000s) 1,601,721 1,628,515 1,465,591 1,431,227 1,191,316
Unrestricted days' cash on hand 3138 3213 298.9 272.7 2318
Unrestricted cash/total long-term debt (%) 267.7 2713 272.7 265.6 157.4
Average age of plant (years) NA. 11.1 10 11.1 10.1
Capital expenditures/depreciation and 185.6 178.3 133.8 179.2 150
amortization (%)
Debt and liabilities
Total long-term debt ($000s) 598,423 600,177 537,425 538,809 MNR
Long-term debt/capitalization (%) 209 21.4 22.3 20.9 322
Contingent liabilities ($000s) 355,695 355,695 456,970 468,795 MNR
((ol/o)ntingent liabilities/total Jong-term debt 59.4 59.3 85 87 MNR
o
Debt burden (%) 18 181 1.86 1.79 26
Defined benefit plan funded status (%) NA. 80.19 68.29 76.44 68.9
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Hospital Sisters Services Inc., Wisconsing Joint Criteria; System
&

Hospital Sisters;Health Syste

*FASB 201107 adopted related to the treatinent of bad debt. Standard & Poor's racorded bad debt expense as if FASR 2011-07 had been
adopted related to the treatment of bad debt beginning in fiscal 2012, MNR--Median not reported. N.A.--Not available.
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Ratings Detail (/ 5,

Niinois Fin Auth, Diinois
Hospital Sisters Services, Inc., [llinois

Series 2007A

Long Term Rating AA-/Stable Atfirmed
Series 2012F

Unenhanced Rating AAL(SPUR)/ Stable Affirmed

Long Term Rating AAA/A-1 Affirmed
Series 2012G

Unenhanced Rating AA{SPUR)/ Stable Affirmed

Long Term Rating AAA/ A Affirmed
Series 2012H

Long Term Rating AA-/A-1+/Stable Affirmed
Series 20121

Long Term Rating AA-/A-1+/Stable Atfirmed

Wisconsin Hith & Ed Fac Auth, Wisconsin
Haspital Sisters Serviees, Ine., [llinois
Wisconsin Hith & Ed Fac Auth {(Hospital Sisters Servicas, [nc) rev ddg bnds

Long Term Rating AAA/AA Affirmed
Unenhanced Rating AA{SPUR)/Stable Affirmed
Wiscansin Hith & Ed Fac Auth (Hospital Sisters Services, Ine) vev 1fdg bnds
Long Term Rating AAAZA-1 Affirmed
Unenhancéd Rating AA-{SP1IR)/ Stable Affirmed
Seties 2008A, 2008B & 2003B
Long Term Rating NR Withdrawn
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Serles 2012B

Long Tarm Rating AA-/Stable Affitined
Series 2012)
Long Term Rating AA-/A-11 /Suble Allirmed
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Copyright © 2013 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefromj or any part
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval
system, without the prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be
used for any unlawful or unauthorizéd purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for
the security or maintenance of ‘any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normially from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.corn (free of charge), and www.ratingsdirect.com and www .globalcreditportal.com (subscription) and www spcapitaliq.com
(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www standardand poors.com/ usratingsfees.
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X. 1120.140 - Economic Feasibility

This section is applicable to all projects subject to Part 1120.
A. Reasonableness of Financing Arrangements

The applicant shall document the reasonableness of financing arrangements by submitting a
notarized statement signed by an authorized representative that attests to one of the following:

1) That the total estimated project costs and related costs will be funded in total with cash
and equivalents, including investment securities, unrestricted funds, received pledge
receipts and funded depreciation; or

2) That the total estimated project costs and related costs will be funded in total or in part by
borrowing because:

A) 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 and 1.5 times for all other facilities; or

B) 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.

Not Applicable. Applicants qualify for the waiver.

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:

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.
C. Reasonableness of Project and Related Costs

Read the cnterion and provide the following:

1ldentify each department or area impacted by the proposed project and provide a cost and square
footage allocation for new construction and/or modernization using the following format (insert after this

page).
2 N/A — No Construction Costs

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE

A L B C ] D E —| F G H
Department Total
(list below) Cost/Square Foot Gross Sq. Ft. Gross Sq. Ft. Const. $ Mod. $ Cost
New Mod. | New Circ* | Mod. Circ.* (Ax Q) (BxE) (G+H)

Contingency

TOTALS
* Include the percentage (%) of space for circulation

/APPEND DOCUMENTATION AS ATTACHMENT -39, N N
APPLICATION'FORM. .- © /o= 7o

AL ORDER AFTER THE LAST PAGE OF THE:
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Projected Operating Costs

Completion of the projected detailed in this application is anticipated to be December 2017. The
first full fiscal year of operation after project completed will be 2019. It is estimated that the
direct operating costs in Fiscal Year 2019 per the definition provided will be:

Fiscal Year 2019
(000Q's)

Salaries and Wages §51,765
Benefits $14,042
Supplies $26,512

Estimated Direct Operating Costs $92,319
Inpatient Revenue $347,520
Total Revenue $864,731
Patient Days 37,259
Equivalent Patient Days 92,711
Estimated Direct Operating Costs per Equivalent Patient Day $996
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Total Effect of the Project on Capital Costs

Completion of the projected detailed in this application is anticipated to be December 2017. The
first full fiscal year of operation after project completed will be 2019. The estimated total project
cost is $273,582,160, which calculates into an Estimated Annual Project cost per Equivalent

Patient Day below:
Fiscal Year 2019
(000’s)
Total Project Cost $273,582
Blended Useful Life (in years) 15
Annual Project cost $18,277
Inpatient Revenue $347,520
Total Revenue $864,731
Patient Days 37,259
Equivalent Patient Days 92,711
Estimated Annual Project cost per Equivalent Patient Day $197
Attachment 39
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P.O. Box 19456
Springfield, lllinois
62794-9456

P: 217-523-4747
F: 217-523-0542

An Affiliate of
Hospital Sisters
Health System

Hospital Sisters Services, Inc.

August 20, 2014

Ms. Courtney Avery

Administrator

Illinois Health Facilities and Services Review Board
525 West Jefferson Street, Second Floor
Springfield, Ilinois 62761

Dear Ms. Avery,

The purpose of this letter is to attest to the fact that Hospital Sisters Services, Inc. will
use the selected form of debt financing for the St. Elizabeth’s Hospital Relocation
Project described in this certificate of need application because it will be the lowest
interest cost available, is more advantageous due to such terms as prepayment
privileges, requires no mortgage, and provides access to additional indebtedness, term,
financing costs, and other factors. Generally, the term of the indebtedness is
anticipated to be 30 years but would not exceed 40 years and the interest rate
approximating 4% but not to exceed 6%.

Sincerely,

Michael W. Cottrell
Chief Financial Officer

Subscribed and sworn before me on thise3d day o%, 2014.

Signature of Notary /%WWL/Q_

Seal of Notary

OFFICIAL SEAL
DONNA J CHASE

Notary Public - State of llinois
My Commission Expires Jun 21, 2018




XI. Safety Net Impact Statement

SAFETY NET IMPACT STATEMENT that describes all of the following must be submitted for ALL SUBSTANTIVE AND
DISCONTINUATION PROJECTS:

1. The project's material impact, if any, on essential safety net services in the community, to the extent that it is feasible for an
applicant to have such knowledge.

2. The project's impact on the ability of another provider or health care system to cross-subsidize safety net services, if reasonably
known to the applicant.

3. How the discontinuation of a facility or service might impact the remaining safety net providers in a given community, if
reasonably known by the applicant.

Safety Net Impact Statements shall also include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the amount of charity care provided by the applicant. The
amount calculated by hospital applicants shall be in accordance with the reporting requirements for charity care reporting in the
llinois Community Benefits Act. Non-hospital applicants shall report charity care, at cost, in accordance with an approprate
methodology specified by the Board.

2. For the 3 fiscal years prior to the application, a certification of the amount of care provided to Medicaid patients. Hospital and non-
hospital applicants shall provide Medicaid information in a manner consistent with the information reported each year to the lllinois
Department of Public Health regarding "Inpatients and Outpatients Served by Payor Source" and "Inpatient and Outpatient Net
Revenue by Payor Source" as required by the Board under Section 13 of this Act and published in the Annual Hospital Profile.

3. Any information the applicant believes is directly relevant to safety net services, including information regarding teaching,
research, and any other service.

A table in the following format must be provided as part of Attachment 43.

Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patients) Year Year Year
Inpatient
Qutpatient
Total
Charity {cost In dollars})
Inpatient
OQutpatient
Total
MEDICAID
Medicaid (# of patients) Year Year Year
Inpatient
Qutpatient
Total
Medicaid (revenue)
Inpatient
Qutpatient
Total
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SAFETY NET IMPACT STATEMENT that describes all of the following must be
submitted for ALL SUBSTANTIVE AND DISCONTINUATION PROJECTS:

1. The project's material impact, if any, on essential safety net services in the community, to the
extent that it is feasible for an applicant to have such knowledge.

To the applicants' knowledge, St. Elizabeth’s proposed project will have no material impact

on essential safety net services as to the community.

2. The project's impact on the ability of another provider or health care system to cross-subsidize
safety net services, if reasonably known to the applicant.

To the applicants' knowledge, the project will have no impact on the ability of any other

provider or health care system to cross subsidize safety net services.

3. How the discontinuation of a facility or service might impact the remaining safety net
providers in a given community, if reasonably known by the applicant.

This application does not propose discontinuing any services. However, it is filed
simultaneously with an application to discontinue and establish St. Elizabeth’s Hospital for
the purpose of relocating it. To the applicants' knowledge, neither the discontinuation of
pediatrics nor the discontinuation and re-establishment of St. Elizabeth’s Hospital will impact
safety net services in the Hospital's market area. In fact, the proposed replacement hospital
will bring safety net services closer to the most vulnerable population and provide better

geographic access given the location directly off Interstate 64.
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Safety Net Impact Statements shall also include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the
amount of charity care provided by the applicant. The amount calculated by
hospital applicants shall be in accordance with the reporting requirements for
charity care reporting in the Illinois Community Benefits Act. Non-hospital
applicants shall report charity care, at cost, in accordance in accordance with
an appropriate methodology specified by the Board.

2. For the 3 fiscal years prior to the application, a certification of the amount of
care provided to Medicaid patients. Hospital and non-hospital applicants
shall provide Medicaid information in a manner consistent with the
information reported each year to the Illinois Department of Public Health
regarding "Inpatients and Outpatients Served by Payor Source" and
"Inpatient and Outpatient Net Revenue by Payor Source" as required by the
Board under Section 13 of this Act and published in the Annual Hospital
Profile.

Safety Net Information per PA 96-0031
CHARITY CARE
Charity (# of patients) 2013 2012 2011
Inpatient 889 1,293 825
Outpatient 5,090 6,531 4,945
Total 5,979 7,824 5,770
Charity (cost In
dollars)
Inpatient | 2,224,944 2,103,347 2,549,547
Outpatient | 2,173,917 2,456,260 2,212,403
Total 4,398,861 4,559,607 4,761,950
MEDICAID
Medicaid (# of
patients) 2013 2012 2011
' Inpatient 1,257 1,622 1,267
Outpatient 9,960 10,115 7,923
Total 11,217 11,737 9,190
Medicaid (revenue)
Inpatient | 10,536,449 | 11,246,900 | 12,280,693
Outpatient | 7,931,793 7,381,253 | 10,674,926
Total 18,468,242 | 18,628,153 | 22,955,618

The above cost of charity care values are based on the Sate's required calculation
methodology to complete the Annual Hospital Questionnaire. Note: The 2012 and 2011
numbers for charity care vary from the AHQ responses because the Hospital used the
wrong calculation method (not the one specified in the AHQ responses).
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The Hospital is also providing 3 years of data showing the total number of charity care

patients regardless of percentage of their payor source being charity care.

TOTAL CHARITY CARE PATIENTS

PERCENT
2013 2012 2011 INCREASE
2011-2013
Inpatient 889 1,293 825 +7.8
Outpatient 5,090 6,531 4.945 +2.9
Total 5,979 7,824 +3.6

5,770

3. Any information the applicant believes is directly relevant to safety net services,
including information regarding teaching, research, and any other service.

This information was provided in the replacement hospital application filed

simultaneously with this application and will not be duplicated here.
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XIl. Charity Care Information

Charity Care information MUST be furnished for ALL projects.

1. All applicants and co-applicants shall indicate the amount of charity care for the latest three audited fiscal years, the cost
of charity care and the ratio of that charity care cost to net patient revenue.

2. If the applicant owns or operates one or more facilities, the reporting shall be for each individual facility located in llinois. If
charity care costs are reported on a consolidated basis, the applicant shall provide documentation as to the cost of charity
care; the ratio of that charity care to the net patient revenue for the consolidated financial statement; the allocation of
charity care costs; and the ratio of charity care cost to net patient revenue for the facility under review.

3. If the applicant is not an existing facility, it shall submit the facility's projected patient mix by payer source, anticipated
charity care expense and projected ratio of chanity care to net patient revenue by the end of its second year of operation.

Charity care” means care provided by a health care facility for which the provider does not expect to receive payment from
the patient or a third-party payer. (20 ILCS 3960/3) Charity Care must be provided at cost.

A table in the following format must be provided for all facilities as part of Attachment 44.

CHARITY CARE
Year Year Year

Net Patient Revenue

Amount of Charity Care (charges)
Cost of Charity Care

" APPEND DOCUMENTATION AS
"APPLICATION FORM. /.

Ty
BRI

1. All applicants and co-applicants shall indicate the amount of charity care for the latest
three audited fiscal years, the cost of charity care and the ratio of that charity care cost
to net patient revenue.

The requested information is provided on Attachment 41.

2. If the applicant owns or operates one or more facilities, the reporting shall be for each
individual facility located in lllinois. If charity care costs are reported on a consolidated
basis, the applicant shall provide documentation as to the cost of charity care; the ratio
of that charity care to the net patient revenue for the consolidated financial statement;
the allocation of charity care costs; and the ratio of charity care cost to net patient
revenue for the facility under review.

The requested information is provided on Attachment 41.

3 If the applicant is not an existing facility, it shall submit the facility's projected patient
mix by payer source, anticipated charity care expense and projected ratio of charity care
to net patient revenue by the end of its second year of operation.

Not Applicable. St. Elizabeth’s Hospital is an existing facility.
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT- July 2013 Edition

Page 55

CHARITY CARE
2013 2012 2011
Net Patient Revenue 158,547,048 | 170,284,906 | 176,696,159
Amount of Charity Care (charges) 19,391,687 | 15,749,939 14,788,672
Cost of Charity Care 4,398,861 4,559,607 4,761,950
Charity Care Cost / Net Revenue 2.77% 2.68% 2.69%

In 2012, Hospital Sisters Health System hospitals in Illinois provided $23.2 million in charity

care that contributes to the health and well-being of the poor and vulnerable across the State.
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