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ITEM NUMBER:  
D-01 

BOARD MEETING: 
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PROJECT NUMBER: 
17-044 

PERMIT HOLDERS: Washington and Jane Smith Community - Orland Park d/b/a Smith Crossing 
and The Washington and Jane Smith Home d/b/a Smith Living Center 
FACILITY NAME and LOCATION: Smith Crossing, Orland Park, Illinois  

DESCRIPTION: The permit holders are requesting an Alteration to Permit #17-044.  This is the 
second alteration for this permit.   
 
  



Page 2 of 6 
 

 
STATE BOARD STAFF REPORT 

ALTERATION TO PERMIT 
PERMIT #17-044  

 
I. Project Description and Background Information: 

 
On February 27, 2018 the State Board approved the permit holders to add 46 nursing care 
beds to an existing 46-bed skilled care facility for a total of 92-beds and construct an 
addition in 43,596 GSF of space at a cost of $22,162,276.    
 
On April 4, 2018 the permit holders were approved for a permit alteration request to 
increase the size of the project by 1,622 GSF of space from 77,205 to 78,831.  There was 
no increase in the approved number of beds or an increase in the total permit amount.  
 
On March 29, 2019 the permit holders submitted a second alteration request for Permit 
#17-044 to fund the project will 100% debt financing.  Currently the permit has been 
approved to be funded with $2,216,228 in cash and $19,946,048 in mortgage financing.   
 

II. Reasons for the Proposed Alteration 
 
The permit holders believe that the change from mortgage financing to bond financing 
meets the Board’s requirement “that the selected form of debt financing for the project 
will be at the lowest net cost available (77 ILAC 1120.140 (b)”.  Per the Permit holders 
the bond financing of the project had three distinct differences from mortgage financing, 
lower closing costs, lower interest rate (from 4.1% down to 3.7%) and the funds could be 
intermittently disbursed rather than having to pay 100% interest from day one.   

 
The alteration does NOT propose the discontinuation or addition of any categories of 
service, and the scope and size of the project is not changing.     
 

III. Applicable Rules  
 
77 IAC 1130.750 – Alteration of Post Permit Projects specifies that a permit is valid only 
for the project as defined in the application and any change to the project subsequent to 
permit issuance constitutes an Alteration to the Project.  All alterations are required to be 
reported to the State Board before any alteration is executed.   
 
77 IAC 1130.750 b) states the cumulative effect of alterations to a project shall not exceed 
the following: 

  
1) a change in the approved number of beds or stations, provided that the change would not 

independently require a permit or exemption from HFSRB;  
2) abandonment of an approved category of service established under the permit;  
3) any increase in the square footage of the project up to 5% of the approved gross square footage;  
4) any decrease in square footage greater than 5% of the project;  
5) any increase in the cost of the project not to exceed 7% of the total project cost.  This alteration 

may exceed the capital expenditure minimum in place when the permit was issued, provided 
that it does not exceed 7% of the total project cost; 

6) any increase in the amount of funds to be borrowed for those permit holders that have not 
documented a bond rating of "A-" or better from Fitch's or Standard and Poor's rating agencies, 
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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).  

 
The State Board Staff notes that only those criteria that are relevant to this alteration request 
are discussed below.   

 
IV. Summary of Staff Findings 

 
A. State Board Staff finds the proposed alteration appears to be in conformance with 

the provisions of 77 ILAC 1110 (Part 1110). 
 
B. State Board Staff finds the proposed alteration appears to be in conformance with 

the provisions of 77 ILAC 1120 (Part 1120). 
 

V. Project Costs and Sources of Funds  
 

The project is currently being funded by 10% cash and 90% debt financing and the permit 
holders are asking the State Board to approve funding of this project to all debt financing.  

 
TABLE ONE 

Project Costs and Sources of Funds 
 Approved Permit Amount Alteration Request 

 Reviewable Non-
Reviewable Total Reviewable Non-

Reviewable Total 

Preplanning Costs  $143,344  $128,656  $272,000  $143,344  $128,656  $272,000  
Site Preparation  $708,316  $635,737  $1,344,053  $708,316  $635,737  $1,344,053  
New Construction Contracts $6,596,903  $5,920,940  $12,517,843  $6,596,903  $5,920,940  $12,517,843  
Modernization Contracts  $48,281  $1,250,423  $1,298,704  $48,281  $1,250,423  $1,298,704  
Contingencies  $538,884  $483,667  $1,022,551  $538,884  $483,667  $1,022,551  
Architectural/Engineering 
Fees  $530,126  $475,805  $1,005,931  $530,126  $475,805  $1,005,931  

Consulting and other Fees  $614,372  $551,420  $1,165,792  $614,372  $551,420  $1,165,792  
Movable or Other Equipment  $815,229  $731,695  $1,546,924  $815,229  $731,695  $1,546,924  
Bond Issuance Expense  $250,063  $224,439  $474,502  $250,063  $224,439  $474,502  
Net Interest Expense During 
Construction  $338,589  $303,894  $642,483  $338,589  $303,894  $642,483  

Other Costs To Be 
Capitalized $459,277  $412,216  $871,493  $459,277  $412,216  $871,493  

Total Uses of Funds $11,043,384  $11,118,892  $22,162,276  $11,043,384  $11,118,892  $22,162,276  

Source of Funds Reviewable Non- 
Reviewable Total Reviewable Non- 

Reviewable Total 

Cash & Securities $1,104,339  $1,111,889  $2,216,228     

Mortgages $9,939,045  $10,007,003  $19,946,048  $11,043,384  $11,118,892  $22,162,276  
Total Sources of Funds $11,043,384  $11,118,892  $22,162,276  $11,043,384  $11,118,892  $22,162,276  
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VI. Financial Viability  
 

A) Criterion 1120.120 – Availability of Funds  
To demonstrate compliance with this criterion the applicants must document that funds are 
available.  

 
Original State Board Staff Report stated: 

 
The applicants are funding this project with cash and securities totaling $2,216,228, and 
Mortgages totaling $19,946,048.  The application contains Audited Financial Statements 
for years 2014, 2015, and 2016 (application pgs. 208-259), and Board resolution from 
Smith Crossing/Smith Senior Living, authorizing the use of its cash and securities to fund 
the equity portion of the project costs (application pgs. 204-207).  The applicants also 
supplied a proposal for financing the mortgage portion of the project (application pgs. 
260-264) from First Midwest Bank.  The proposal does not constitute an agreement to lend; 
it does express interest on the lenders behalf to make the loan.  Based upon the information 
provided in the application for permit, Board Staff is unable to make a positive finding on 
this criterion.   

Alteration to Permit  
 

The Permit holders have applied for and received financing from the Illinois Finance 
Authority1.  The Illinois Finance Authority issued Variable Rate Bonds Series 2018A 
which were purchased by BBVA Compass Bank2 in which the loan proceeds were used 
for construction draw down for this project.  Illinois Finance Authority issued Variable 
Rate Bonds Series 2018B purchased by BBVA Compass Bank and Variable Rate Bonds 
Series 2018C purchased by First Midwest Bank3.  Based upon the information provided in 
the alteration material the Permit holder has met the requirements of this criterion.   
 

                                                 
1 The Illinois Finance Authority (IFA) provides access to low-cost capital to public and private institutions that fosters economic development, 
creating and retaining jobs, and improving quality of life for Illinois residents. To date, conduit financing programs have spanned every county and 
helped capitalize thousands of projects, assisting farmers and agri-businesses, business and industry, school districts and higher education 
institutions, healthcare facilities, cultural and social entities, and local governments develop, upgrade, expand, and sustain their operations and 
services.  Conduit financing occurs when a governmental entity issues tax-exempt municipal bonds to finance a project managed by non-profit 
corporations, private companies, or other governmental bodies. These entities that receive the funds from the issue are known as the conduit 
borrowers, and they are responsible for the interest payment and principal repayment to be made to lenders and investors. In effect, the debt is 
guaranteed by the revenue from the project that the debt finances generates. The conduit issuer collects these payments from the borrowers and 
transfers them to bondholders. Types of municipal securities used for conduit financing include private activity bonds (PAB), multi-family housing 
revenue bonds, and industrial development bonds. Sales of these conduits provide capital expenditures for projects, such as airports, hospitals, 
private schools, housing, and public works. 

2 BBVA Compass Bancshares, Inc. is a Sunbelt-based bank holding company whose principal subsidiary, BBVA Compass, operates 644 branches, 
including 331 in Texas, 89 in Alabama, 63 in Arizona, 61 in California, 45 in Florida, 37 in Colorado and 18 in New Mexico. BBVA Compass ranks 
among the top 25 largest U.S. commercial banks based on deposit market share and ranks among the largest banks in Alabama (2nd), Texas (4th) 
and Arizona (6th)Source: http://bbva.investorroom.com/ 
 
3 First Midwest Bancorp, Inc. ("FMBI" or the "Company") is a bank holding company headquartered in Chicago with a principal operating 
subsidiary, First Midwest Bank ("First Midwest" or the "Bank"). First Midwest is a community bank that attracts deposits, makes loans and provides 
wealth management, investment, and retirement plan services to the local communities it serves. First Midwest provides a broad range of 
commercial and retail banking services to consumer, commercial and industrial, and public or governmental customers. The Bank does not engage 
in sub-prime or highly speculative lending, nor does it engage in non-commercial banking activities such as investment banking services. Source: 
https://www.firstmidwest.com/corporateprofile/ 
 

https://www.investopedia.com/terms/m/municipalbond.asp
https://www.investopedia.com/terms/c/conduit-issuer.asp
https://www.investopedia.com/terms/p/privateactivitybond.asp
https://www.investopedia.com/terms/c/capitalexpenditure.asp
http://bbva.investorroom.com/
https://www.firstmidwest.com/corporateprofile/
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THE STATE BOARD STAFF FINDS THE PROPOSED ALTERATION TO 
PERMIT IN CONFORMANCE WITH CRITERION AVAILABILITY OF 
FUNDS (77 ILAC 1120.120)  

B) Criterion 1120.130 – Financial Viability 
This criterion remains unchanged from the Original State Board Staff Report. 

 
VII. Economic Feasibility  
 

A) Criterion 1120.140(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. 

 
B)  Criterion 1120.140 (b) -Terms of Debt Financing  

Applicants with projects involving debt financing 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. 
  
Original State Board Staff Report  
 
The applicants are funding this project with cash and securities totaling $2,216,228, and 
Mortgages totaling $19,946,048.  The application contains Audited Financial Statements 
for years 2014, 2015, and 2016 (application pgs. 208-259), a Board resolution from Smith 
Crossing/Smith Senior Living, authorizing the use of its cash and securities to fund the 
equity portion of the project costs (application pgs. 204-207), and a proposal for financing 
the mortgage portion of the project (application pgs. 260-264) from First Midwest Bank.  
While the proposal letter does not constitute an agreement to lend, it does express interest 
on the lenders behalf, and it appears that the applicants have sufficient funds to fund this 
modernization project.  The applicants supplied a certified Reasonableness of Financing 
statement (application, p. 279), and a Conditions of Debt Financing Statement 
(application, p. 280).  The applicants have met the requirements of this criterion.  
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Alteration to Permit 
 
Per the Permit Holders the bond financing of the project had three distinct differences, 
lower closing costs, lower interest rate (from 4.1% down to 3.7%) and funds could be 
intermittently disbursed rather than having to pay 100% interest from day one.  The 
Permit Holders have met the requirements of this criterion.  
 
STATE BOARD STAFF FINDS THE PROPOSED ALTERATION IS IN 
CONFORMANCE WITH CRITERION REASONABLENESS OF PROJECT 
FINANCING AND TERMS OF DEBT FINANCING (77 ILAC 1120.140 (a) and 77 
ILAC 1120.140 (b)) 
 

VIII. Other  
 
Attached to this report is the second alteration request for this permit.  
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