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PROJECT DESCRIPTION: The applicants (The Washington and Jane Smith Home and
Washington and Jane Smith Community-Beverly) are proposing to undertake a major
modernization project on the campus of Smith Village, an Illinois Non-for-Profit Retirement
Community, located in the Beverly neighborhood of Chicago. The cost of the project is
$23,874,680. The project completion date is January 31, 2022.




EXECUTIVE SUMMARY

PROJECT DESCRIPTION:

e The applicants (The Washington and Jane Smith Home and Washington and Jane Smith
Community-Beverly) are proposing to modernize an existing 100-bed Long Term Care (LTC) unit,
located on the campus of Smith Village. The project as proposed will essentially increase the
spatial size of the Long-Term Care facility, while reducing LTC beds from 100 to 78. The
anticipated cost of the project is $23,874,680. The expected completion date is January 31, 2022.

e Smith Village is an Illinois Not-for-Profit Retirement Community, located at 2320 West 113%
Place, Chicago. The facility consists of:

o 100 Skilled Nursing Beds.
o 82 Assisted Living Units (24 units dedicated to Alzheimer’s care, 58 general care)
o 149 Independent Living Units

e Smith Village is a non-profit Continuing Care Retirement Community (CCRC), located in the
Beverly neighborhood of Chicago. Smith Village totals 331 units, ranging from Independent
Living to Skilled Nursing Care (see above).

e The applicants propose to modernize the 100 skilled nursing bed unit by increasing the unit size
from 60,648 GSF to 70,852 GSF (10,204 GSF/16.8%), and decreasing the general LTC bed count
from 100 to 78 (22 beds).

WHY THE PROJECT IS BEFORE THE STATE BOARD:
e The applicants are proposing the modernization of an existing health care facility as defined by the
Illinois Health Facilities Planning Act that exceeds the capital expenditure minimum of $7,617,959.
o Reviewer Note: The capital expenditure minimum is adjusted once at the beginning of the State of
Illinois fiscal year per RS Means.!
e AsofJuly 1, 2018 the Capital Expenditure Minimum is
o $13,477,931 for Hospitals
o $7,617,959 for Long Term Care Facilities
o $3,515,982 Other Applications

PURPOSE OF THE PROJECT
e The purpose of the proposed project is to modernize its Long Term Care (LTC) service, in an effort
to right-size the existing facility while maintaining their commitment to the provision of high
quality care to its patient base in a setting designed to serve the current, and future generations.

PUBLIC HEARING/COMMENT:
e A public hearing was offered in regard to the proposed project, but none was requested.

e The application/application file contains no letters of opposition, and ten letters of support from the
following individuals:
o Dr. Smain Sadok, M.D., Southtown Medical Center

o James W. Civik, Volunteer, Smith Village

o Susan Flood, Executive Director, Beverly Area Planning Association

o Matthew O’Shea, Alderman, 19" Ward

o Bill Cunningham, State Senator, 18" District

o Frances Ann Hurley, State Representative, 35% District

o Terrance Moisan, President and CEO, Palos Community Hospital/St. George Corporation

o Lori Burks, COTA/L, CDP, Director of Rehab, Aegis Therapies/Smith Senior Living
Communities

o John P. Daley, Cook County Commissioner, 11" District

o John D. Baird, MBA/MHA, CEO, MetroSouth Medical Center

! RS Means is one of the world’s leading providers of construction cost data, software, and services for all phases of the construction lifecycle. RS
Means data from Gordian provides accurate and up-to-date cost information to help owners, developers, architects, engineers, contractors and others
carefully and precisely project and control the cost of both new building construction and renovation projects. In addition to its collection of annual
construction cost data books, RS Means offers construction estimating and facilities management seminars, electronic cost databases and software,
reference books, and enterprise solutions.



https://www.rsmeans.com/products/books.aspx
https://www.rsmeans.com/products/seminars.aspx
https://www.rsmeans.com/products/online/view-all-online.aspx
https://www.rsmeans.com/products/reference-books/all-reference-books.aspx
https://www.rsmeans.com/products/enterprise-solutions.aspx

o Kelly Burke, State Representative, 36" District

o John Hanlon, MD, MMM, President/CEOQ, Little Company of Mary Hospital and Health
Centers

o Andrew Whooley, Regional Manager, Great Lakes Caring/Elara Caring Network

CONCLUSIONS:

The State Board Staff reviewed the application for permit and additional information submitted
during the review period and note the following:

The State Board has no jurisdiction over shelter care or assisted living care units/beds, assisted
living memory care beds/units or independent living units. [20 ILCS 3960/3] The Illinois
Department of Public Health licenses both assisted living and shelter care beds.

The modernization of this long term care facility will slightly disrupt services in the existing care
units, as each wing containing multiple floors will be taken out of service and patients will be
moved to operational areas not affected by the proposed project.

The extent (i.e. the number of LTC beds justified) of the modernization is dependent on the
historical utilization of the current nursing home beds. The State Board’s calculated bed need or
excess in the service area is not considered, due to the nature of the project. Currently, there is an
excess of 385 long term care beds in HSA-06/Planning Area 6C.

The applicants addressed a total of sixteen (16) criteria and failed to meet the following.

State Board Standards Not Met

Criteria Reasons for Non-Compliance

Criterion 1125. 580 — Financial Viability The applicants did not meet the acceptable ratios for

current ratio and percent debt to total capitalization.

Criterion 1125.800 — Reasonableness of Project Costs The applicants exceeded the State Board standards for

the following project costs:
1) Modernization & Proportionate Contingencies




STATE BOARD STAFF REPORT
Project #19-004
Smith Village

APPLICATION/CHRONOLOGY/SUMMARY

Applicants(s) Washington and Jane Smith Community-Beverly
The Washington and Jane Smith Home d/b/a Smith Senior
Living
Facility Name Smith Village
Location 2320 West 113™ Place, Chicago
Permit Holder Washington and Jane Smith Community-Beverly
d/b/a Smith Village
The Washington and jane Smith Home d/b/a Smith Senior
Living
Operating Entity Washington and Jane Smith Community-Beverly
d/b/a Smith Village
Owner of Site Washington and Jane Smith Community-Beverly
d/b/a Smith Village
Description Modernization of existing 100-bed skilled nursing unit, to
78 beds (22 bed reduction)
Total GSF 70,852 GSF (three story)
Project Costs $23,874,680

Application Received

January 31, 2019

Application Deemed Complete

February 1, 2019

Review Period Ends

April 2,2019

Financial Commitment Date

April 30, 2021

Project Completion Date

January 31, 2022

Review Period Extended by the State Board Staff?

No

Can the applicants request a deferral?

Yes

1. Project Description

The applicants (Washington and Jane Smith Community-Beverly and Washington and
Jane Smith Home) are proposing a modernization/expansion project on the campus of
Smith Crossing, an existing 100-bed long term care facility, located on the campus of Smith
Village Retirement Community. The project involves new construction/modernization,
and the number of long term care beds will be decreased to 78 general long term care beds.
The cost of the project is $23,874,680. The completion date is January 31, 2022.

II. Summary of Findings

A. State Board Staff finds the proposed project is in conformance with the provisions
of Part 1110.
B. State Board Staff finds the proposed project is not in conformance with the

provisions of Part 1120.




I11.

General Information

Washington _and Jane Smith Community-Beverly d/b/a Smith Village is the
owner/operator for the existing community, and owner/operator of its sister entity, The
Washington and Jane Smith Community-Orland Park d/b/a Smith Crossing, Orland Park.
Smith Crossing is identical to the applicant facility in that each are campus settings with a
skilled nursing unit.

Washington and Jane Smith Community-Beverly d/b/a Smith Village was established in
1924 in an existing LTC campus providing independent living accommodations. Smith
Village was established as a Continuing Care Retirement Community (CCRC), with
restricted admission policies to those residents who occupied the independent/assisted
living units. In 1991, the facility added its skilled nursing service that operates today. The
chronology of projects related to Smith Village are as follows:

1) #76-215, Smith Village: Modernization of Existing Facility. Permit Date: 12/10/1976.
Completion Date: 4/1/1979. Project cost: $343,420.

2) #90-012. Smith Village: Addition of 41 skilled nursing beds and 42 sheltered care
beds. Permit date: 6/7/1990. Completion Date: 6/10/1993. Project cost: 4,332,475.

3) #19-004, Smith Village: Project as Proposed. Project cost: $23,874,680.

The number of independent living units sheltered care beds and skilled care beds is shown
below:



TABLE ONE

Smith Village CCRC
Number of Independent Living Apts., Duplexes, Shelter Care, Assisted Living, and Skilled Care
Beds
Existing Renovation New Future
Independent Living Apts. 149 0 0 149
Assisted Living Apts.* 82 0 0 82
Skilled Nursing Beds 100 78 0 78
331 0 0 309

*24 Units designated for Alzheimer’s Patients, 58 General Care Units

Smith Village is a Retirement Community, located in the Beverly neighborhood in
Chicago, Health Service Area 06 and the Long Term Care Health Planning Area 6C. HSA
06 consists of the City of Chicago. The specific bed/unit complement is listed above in Table
One. The proposed modernization/reduction is considered non-substantive, and is subject to a
Part 1110 and Part 1120 review. Financial Commitment will occur after permit issuance.

IV.  Project Details
The proposed project will increase the size of its Long-Term Care unit by 10,204 GSF,
from 60,648 GSF, to 70,852 GSF (16.8%). The existing LTC unit s in a three story nursing
unit, comprised of 18 private care, and 41 semi-private rooms (2 beds), encompassing
60,648 GSF of space. The applicants propose to reduce the number of beds from 100 to
78, establishing 66 private and 6 semi-private rooms. In addition to the revised
private/semi-private room complement, the increased space will be used for replacement
physical/occupational therapy gyms (moving from the 3™ to 1% floor), the creation of
living/dining/activity space on the 2" and 3™ floors, and the creation of autonomous
household environments on each floor. The total project costs are anticipated to total
$23,874,680.
V. Project Uses and Sources of Funds
The applicants are funding this project with a combination of cash/securities totaling
$4,187,668, and a mortgage totaling $19,687,012. The reviewable portion of this project
includes patient care/nursing care space only. The non-reviewable portion includes the
office/administration/public access, and mechanical spaces. The State Board does not have
jurisdiction of the assisted living portion.
TABLE TWO
Project Costs and Sources of Funds
Reviewable Non-Reviewable Total

Preplanning Costs $162,488 $173,512 $336,000

Site Survey/Soil $72,539 $77,461 $150,000

Investigation

Site Preparation $341,902 $365,098 $707,000

New Construction $1,179,675 $1,259,711 $2,439,386

Contracts

Modernization $6,097,652 $6,511,348 $12,609,000

Contracts

Contingencies (New $117,986 $125,971 $243,939

Const.)



TABLE TWO

Project Costs and Sources of Funds

Reviewable Non-Reviewable Total

Contingencies $914,648 $976,702 $1,891,350
(Modernization)
Architectural/Engineer $134,282 $143,393 $277,675
ing Fees (New Const.)
Architectural/Engineer $616,663 $658,501 $1,275,164
ing Fees
(Modernization)
Consulting and other $640,038 $683,462 $1,323,500
Fees
Movable or Other $721,860 $770,835 $1,492,695
Equipment
Bond Issuance $142,808 $152,497 $295,305
Expense
Net Interest Expense $403,157 $430,509 $833,666
During Construction
Total Uses of Funds $11,545,680 $12,329,000 $23,874,680
Source of Funds Reviewable Non-Reviewable Total
Cash & Securities $2,025,136 $2,162,532 $4,187,668
Mortgages $9,520,544 $10,166,468 $19,687,012
Total Sources of $11,545,680 $12,329,000 $23,874,680
Funds

VI. Costs Space Requirements

The applicants are proposing a total of 70,852 BGSF. The nursing care (clinical) portion
of the project will be 37,011 BGSF. The remaining space (33,841 BGSF), will be for the
new administration/employees, public access, and mechanical/electrical areas. The
applicants note that 48.4% of total project cost is classified as clinical/reviewable, and the
remaining 51.6% of the total project cost is classified as non-clinical/non-reviewable.

Reviewer Note: The State Board has no jurisdiction over assisted living or sheltered care
units/beds or assisted living memory care units/beds. However, the State Board annually
collects patient day information for sheltered care units/beds as part of the Annual Long-

Term Care Survey. “Assisted living — a home, building, residence, or any other place where sleeping
accommodations are provided for at least three unrelated adults, at least 80% of whom are 55 years of age
or older and provided consistent with the purposes of the Act.” [77 IAC 295.200] “Sheltered Care — a home,
institution, building, residence or any other place which provides maintenance and personal care [i.e. room

and board] for three (3) or more unrelated persons” (210 ILCS 45/1-113)

For new construction, the standards are based on the inclusion of all building components
and are expressed in building gross square feet (BGSF). For modernization projects, the
standards are based upon interior build-out only and are expressed in departmental gross
square feet (DGSF). Spaces to be included in the applicant's determination of square
footage shall include all functional areas minimally required for the applicable service
areas, by the appropriate rules, required for IDPH licensure and/or federal certification and
any additional spaces required by the applicant's operational program.



TABLE THREE
Cost Space Requirements
Smith Crossing

Cost Existing Proposed New Const Modern Asls
Clinical/Reviewable
Nursing $8,540,640 26,019 27,378 0 27,378 0
Living/Dining/Activity $1,614,979 3,145 5,177 2,032 3,145 0
Kitchen/Food Service $409,906 564 1,314 750 564 0
PT/OT $634,200 1,359 2,033 2,033 0 0
Laundry $62,702 201 201 0 201 0
Janitor Closets $39,618 127 127 0 127 0
Clean/Soiled Utility $243,635 781 781 0 781 0
Total Reviewable $11,545,680 32,196 37,011 4,815 32,196 0
Non-Clinical/Non-Reviewable

Office/Administration $974,852 2,856 3,125 269 2,856 0
Employee $496,005 1,590 1,590 0 1,590 0
Lounge/Locker/Training
Mechanical/Electrical $2,475,975 2,256 2,256 0 2,256 0
Lobby $0 0 0 0 0 0
Storage/Maintenance $579,608 1,858 1,858 0 1,858 0
Corridor/Public Toilets $4,313,993 11,231 13,829 2,598 11,231 0
Stair/Elevator $1,289,300 3,270 4,133 863 3,270 0
East Side Balcony $274,206 0 879 879 0 0
Beauty/Barber AL/IL Res Use $170,638 547 547 0 547 0
Wellness Office $476,040 1,526 1,526 0 1,526 0
Structural/grossing $1,278,382 3,318 4,098 780 3,318 0
Total Non-Clinical $12,329,000 28,452 33,841 5,389 28,452 0
TOTAL $23,874,680 60,648 70,852 10,204 60,648 0

Application, pg. 32

VII. General Long-Term Care

A) Criterion 1125.320 - Purpose of the Project
To demonstrate compliance with this criterion, the applicants must document that

the project will provide health services that
1. improves the long-term nursing care or well-being of the market area population to be served;
2. defines the planning area or market area;
3. for projects involving modernization, the applicant shall describe the conditions being

upgraded.

The purpose of the proposed project is to modernize its Long-Term Care (LTC) service, to
right-size the existing LTC facility while maintaining their commitment to the provision of
high-quality care to its patient base in a setting designed to serve the current, and future
generations. The applicants desire to transform its semi-private bed complement to private
beds is commensurate with modern industry standards. It is noted that private beds
contribute greatly to infection control, HIPPAA compliance, and overall patient
satisfaction.

B) Criterion 1125.330 — Alternatives to the Proposed Project
To demonstrate compliance with this criterion, the applicants must

1. Identify all alternatives;



)

2)

3)

4)

)

2. Provide 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;

3. For every alternative considered the total project costs and the reason for the rejection must be provided; and,

4. For the selected alternative the reasons for the selection must be provided

The applicants considered the following three alternatives
Maintain Status Quo/Do Nothing

The applicants considered this option and realized this would only perpetuate the
costliness of upkeep, while driving down capital costs lost through lack of patient
population. The facility in its current condition is the provider of choice in the service
area. Their 5-star rating on the Medicare website is a testament to the quality of care
being provided, despite aging infrastructure. The choice to maintain status quo will
eventually compromise the quality of care provided by the applicants, which results in the
decision to reject this alternative. No project costs were identified.

Modernize While Maintaining 100-Bed Complement

According to the applicants this alternative would involve the construction of a fourth floor
on the current LTC facility, resulting in approximately $5,000,000 in additional project
costs, and an overall project cost of $22,196,790. While this would not affect patient access
or quality of service, the financial implication of modernizing the existing facility while
maintaining the 100-bed complement, would not result in positive financial realization for
approximately 25 years. Based on these realizations, this option was rejected.

Replace Nursing Unit at An Off-Site Location

The applicants calculated that to establish a 100-bed Long Term Care facility at an off-
site location in the Chicago area (at State Board standards for size), would result in a cost
of approximately $19.3 million dollars. While this figure is comparative to the cost of
the proposed project ($23,874,680), this alternative cost does not account for land costs,
site work/site preparation, and off-site costs. Once these costs are considered, the costs
of this alternative increase significantly, making this alternative infeasible.

Project as Proposed

While a side-by-side comparative analysis of these alternatives is difficult at best, the
option chosen has proven to be most viable not only in terms of finances, but in terms of
patient access, and quality of care. The decision to right-size the LTC facility from 100
to 78 LTC beds will allow for a higher standard of quality in patient care, while keeping
the proposed 78-bed complement at optimum capacity. The decision to “modernize in
place” ensures that resident accessibility to the full spectrum of service is maintained, and
that the quality of care that has lasted 95 years will be perpetuated for future generations.

Criterion 1125.650(a)(b)(c) —Deteriorated Facilities/Documentation

To demonstrate compliance with this criterion the applicants must

a) If the project involves modernization of a category of LTC bed service, the applicant shall
document that the bed areas to be modernized are deteriorated or functionally obsolete and
need to be replaced or modernized, due to such factors as, but not limited to:

1) High cost of maintenance;



1)

2) Non-compliance with licensing or life safety codes;

3) Changes in standards of care (e.g., private versus multiple bed rooms); or
4) Additional space for diagnostic or therapeutic purposes.
b) Documentation shall include the most recent:

1) IDPH and CMMS inspection reports; and
2) Accrediting agency reports.

c) Other documentation shall include the following, as applicable to the factors cited in the
application:
1) Copies of maintenance reports;
2) Copies of citations for life safety code violations; and
3) Other pertinent reports and data.

d) Projects involving the replacement or modernization of a category of service or facility shall
meet or exceed the occupancy standards for the categories of service, as specified in Section
1125.210(c).

The applicants provided a copy of a comprehensive building evaluation, dated November
2016 (application pgs. 83-156). In the evaluation the architects inspected 4 buildings:

a. The Assisted Living Building

b. The Johanson Skilled Nursing Building

c. The Independent Living Building

d. The Commons Building
For this report, evaluative criteria of the Johanson Building were reviewed. In the report,
the architects note the Johanson Building was erected in 1991. It is a 3-story building (with
a full basement), containing 59 resident rooms, and is licensed for 100 beds. The overall
spatial allotment is 52,084 GSF. The architects found deficiencies in the following areas:

o Plumbing

Noted deficiencies were observed on the hot water side of the delivery system, as well as
in safeguard systems to prevent microbial introduction. The report advised a
comprehensive upgrade to a more energy efficient water heating system to improve service
and reduce energy consumption. The buildings water and sewage lines were found to be
adequate, but in need of sump repair for enough evacuation, and reconfiguration to meet
the requirements of the proposed modernization.

° HVAC

While the HVAC was found to be adequate, it lacked individual room temperature controls.
This would involve cabling throughout the building to accommodate this effort, and
replacement of the current non-functioning pneumatic temperature control system. The
boiler plant would be modernized for operational efficiency. Along with the expansion of
patient/resident rooms, updated air handling equipment is required to temper air delivery
and bring the HVAC system within building code requirements.

o Electrical

The most significant component in this criterion appears to be the generator, and the
delivery of emergency power to the building, when needed. The current generator has
minimal excess capacity to meet nursing needs, leaving some areas without emergency
power. The existing generator system is located inside the building, exacerbating issues
with system cooling and exhaust requirements.

o Building Envelope



B)

These criteria address the building itself. The roof appears to be well maintained and
operational. However, water is ponding in areas, and metal flashing components are
showing signs of corrosion. The brick and mortar exterior require some cleaning, and in
some locations, joint repair. The need for minor tuckpointing is evident in some areas of
the building exterior.

o Building Design

The architects reviewed the common/dining areas, and in addition to the deployment of
dining rooms to each nursing floor, there needs to be work done in the existing and
proposed smoke and second smoke departments. All existing cabinetry, flooring, base and
wall finishes would need replaced. The common spaces have minimal spatial requirements
per resident, and the architects and applicants propose to exceed the current minimal spatial
standards employed. All resident rooms require modernized amenities, to include new
flooring/base, wall protection behind beds, new convectors, and the removal of curtain
tracks from private rooms. Spa rooms will be gutted and remodeled to a contemporary
design. All three existing spa rooms on the respective floors requires this treatment.
Existing common space will require new flooring and paint. Serving kitchens will require
new flooring, and seamless flooring will be utilized. All existing doors and hand rails will
be replaced to meet IDPH/ADA standards.

The report concludes with examinations of the individual components described in this
criterion. While some components appear to be in serviceable condition, other will require
replacement soon.

2) The pages 180-190 of the application contain CMS survey finding from the recent
survey year (2018). These findings revealed no citations or plans of correction. Pages
191-212 of the application contains IDPH Life Safety and Construction surveys for the
facility for survey year. While deficiencies were identified, none required a provider
plan of correction. Pages 213-214 of the application contain the Annual Health & Life
Safety Surveys Corporate Compliance Report. Page 2 of this report lists safety
violations/compliance issues that appeared to be correctable in-house, and non-life
threatening.

It appears the applicants have supplied enough documentation to satisfy the requirements
of this criterion.

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IN
CONFORMANCE WITH CRITERION BACKGROUND MODERNIZATION (77
TAC 1125.650(a)(b)(c)

Criterion 1125.650(D) — Utilization

Applicants proposing to add beds to an existing general LTC service shall provide
resident/patient origin information for all admissions for the last 12-month period, verifying
that at least 50% of admissions were residents of the area. For all other projects, applicants
shall document that at least 50% of the projected resident volume will be from residents of
the area.

1) The March 2019 Long Term Care Inventory Update shows an excess of 385 Long Term

Care beds in HSA-06, Planning Are 6-C. The proposed project will reduce this excess by
22 beds. Contingent upon project approval, the bed excess will be reduced to 363.



G)

H)

2) Using historical admissions data from a period November 2016 through October 2018

(application, pgs. 73-82), the applicants have determined that approximately 96% of its
resident admissions originated from within a 10-mile contour market area. This area
includes both the City of Chicago and south suburban Cook counties, due to Smith
Village’s proximity to the Chicago city boundary. The applicants attest that their referral
base is a 50%/50% split between these two service areas.

3) The applicants provided patient referral data (application pg. 82), attesting to the referral

origin of 481 patients, to include zip codes, that affirms that 96% of said admissions are
from within a ten mile radius of the applicant facility. It appears the applicants have met
the requirements of this criterion.

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IN
CONFORMANCE WITH CRITERION UTILIZATION (77 IAC 1125.650(D))

Criterion 1125.600 - Bed Capacity
The maximum bed capacity of a general LTC facility is two hundred fifty (250) long
term care beds.

The applicants are proposing to reduce its number of skilled nursing beds from 100 to 78
in an effort to provide a larger complement of private rooms, and are compliant with this
criterion. [See Application, page 168].

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IN
CONFORMANCE WITH BED CAPACITY CRITERION OF GENERAL LONG-
TERM CARE (77 IAC 1125.600(a)(b))

Criterion 1125.610 - Community Related Functions

To demonstrate compliance with this criterion, the applicants must document
cooperation with and the receipt of the endorsement of community groups in the
town or municipality where the facility is located.

The application and project file contain support letters from the following individuals:

Dr. Smain Sadok, M.D., Southtown Medical Center

James W. Civik, Volunteer, Smith Village

Susan Flood, Executive Director, Beverly Area Planning Association

Matthew O’Shea, Alderman, 19" Ward

Bill Cunningham, State Senator, 18" District

Frances Ann Hurley, State Representative, 35" District

Terrance Moisan, President and CEO, Palos Community Hospital/St. George Corporation

Lori Burks, COTA/L, CDP, Director of Rehab, Aegis Therapies/Smith Senior Living Communities
John P. Daley, Cook County Commissioner, 11% District

John D. Baird, MBA/MHA, CEO, MetroSouth Medical Center

These letters represent civic, medical, and governmental entities supporting the proposed project.
A positive finding results for this criterion.



H)

D

K)

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IN
CONFORMANCE WITH CRITERION COMMUNITY RELATED FUNCTIONS
(77 TAC 1125.610)

Criterion 1125.620 - Project Size
The applicant shall document that the amount of physical space proposed for the project is
necessary and not excessive.

The applicants propose to reduce the number of skilled nursing beds at an existing 100-bed
facility, resulting in a 78-bed facility in 37,011 GSF of space (474.5 GSF/Bed). The State
Board Standard is 435-713 GSF per bed or 55,614 GSF.

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IN
CONFORMANCE WITH CRITERION PROJECT SIZE (77 IAC 1125.620)

Criterion 1125.630 - Zoning
To demonstrate compliance with this criterion, the applicants must document one of

the following:
a) The property to be utilized has been zoned for the type of facility to be developed;
b) Zoning approval has been received; or
¢) A variance in zoning for the project is to be sought.

The proposed expansion project will be constructed on the same parcel of the land as the
existing long-term care facility. The property is currently zoned for the type of facility
being modernized. [Application for permit 175]

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IN
CONFORMANCE WITH CRITERION MODERNIZATION-ZONING (77 TAC
1125.630)

Criterion 1125.650 Modernization

Projects involving the replacement or modernization of a category of service or
facility shall meet or exceed the occupancy standards for the categories of service, as
specified in Section 1125.210(c).

The applicants attest to having an average occupancy of 87.5% in the two years preceding
application submittal for this project (application, pg. 178). The proposed modernization
will allow Smith Village to improve access and customer satisfaction through the
establishment of a predominantly private bed complement. The existing nursing unit was
built in 1991, and in addition to the need for private room accommodations, various
components in the facility are nearing the end of their functional life.

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IN
CONFORMANCE WITH CRITERION MODERNIZATION (77 IAC 1125.650)



VIII. FINANCIAL

A) Criterion 1125.800 - Availability of Funds

B) Criterion 1125.800 — Financial Viability
To demonstrate compliance with these two (2) criteria the applicants must document
that the funds for the project are available and the applicants are financially viable.

The applicants are funding this project with cash and securities totaling $4,187,668, and
mortgages totaling $19,687,012. The application contains Audited Financial Statements
for fiscal years 2016 and 2017(application pgs. 216-269), and a proposal for financing the
mortgage portion of the project (application pgs. 270-274), 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 also provided historical and financial projected
viability ratios that are illustrated in Table Four. It appears the applicants have not met the
current ratio, and percent debt to total capitalization (historical and projected), and a
negative finding results for the criterion Financial Viability.

TABLE FOUR
Historic/Projected Financial Ratios:
Washington & Jane Smith Community d/b/a Smith Village
State 2016 2017 2018 2024
Board
Standard (Projected)

Current Ratio 1.5> 0.4 0.4 0.5 0.4
Net Margin Percentage 2.50%> 3.2 4.1 4.6 1.2
Percent Debt to Total Capitalization <50% 105.4 104.2 102.3 102.5
Projected Debt Service Coverage >1.5% 2.2 1.8 1.9 1.6
Days Cash on Hand >45 days 202.4 207.3 220.8 230.1
Cushion Ratio >3 34 5.2 6.1 4.1




TABLE FIVE

Washington and Jane Smith Community-Orland Park d/b/a

Smith Crossing
Audited Financial Information
December 31,

(in thousands)

Balance Sheet Data 2018 2017 2016
Current Assets $4,539,016 $5,245,224 $4,443,895
Property & Equipment, Net $48,679,946 $50,099,463 $51,394,737
Other Assets $10,734,497 $9,363,355 $8,422,568
Total Assets $64,659,667 $64,001,834 $68,376,949
Current Liabilities $9,795,133 $10,816,465 $10,602,995
Total Liabilities $65,947,939 $66,259,083 $71,492,373
Total Liabilities and Net Deficit $64,659,667 $64,001,834 $68,376,949
Total Revenue, Gains, Other Support $21,120,906 $21,004,842 $20,389,571
Total Expenses $21,530,120 $20,930,759 $21,582,680
Operating Loss Before Other Income ($409,214) $74,083 ($1,193,109)
Cash Flows from Operating Activities 2018 2017 2016
Net Cash Provided by Operating Activities $1,711,083 ($1,261,059) $1,581,903
Net Cash used by Investing Activities ($754,227) $1,440,020 ($1,830,868)
Net Cash Provided by Financing Activities ($190,205) ($181,363) $690,078
Net Change in Cash and Cash Equivalents $766,651 ($2,402) $441,113
Cash/Cash Equivalents Beginning of Year $1,768,453 $1,770,855 $1,329,742
Cash/Cash Equivalents End of Year $2,535,104 $1,768,453 $1,770,855
Property & Equipment Total $48,679,946 $50,099,463 $51,394,737
Investments $9,170,040 $8,594,707 $8,013,145
Long Term Debt $29,489,896 $30,391,248 $33,378,630
Operating Expenses $21,530,120 $20,930,759 $21,582,680

Information taken from Audited Financials for 2016, 2017, and 2018

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IS NOT IN
CONFORMANCE WITH CRITERIA AVAILABILITY OF FUNDS AND FINANCIAL

VIABILITY (77 IAC 1125.800)



IX. ECONOMIC FEASIBILITY

)

A) Criterion 1125.800 - Reasonableness of Financing Arrangements
B) Criterion 1125.800 - Terms of Debt Financing

To demonstrate compliance with these two criteria, the applicants must document
that the financing arrangements are reasonable based on the stated terms of the
debt financing.

The applicants are funding this project with cash and securities totaling $4,187,668, and
Mortgages totaling $19,687,012. The application contains Audited Financial Statements
for years 2016, 2017, and 2018(application pgs. 216-269), and a proposal for financing the
mortgage portion of the project (application pgs. 270-274), from First Midwest Bank.
While the proposal letter does not constitute an agreement to lend, it does express interest
on the lender’s behalf, and it appears that the applicants have enough funds to fund this
modernization project. The applicants supplied a certified Reasonableness of Financing
statement (application, p. 283), and a Conditions of Debt Financing Statement (application,
p. 284). The applicants have met the requirements of this criterion.

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IS IN
CONFORMANCE WITH CRITERIA REASONABLENESS OF FINANCING
ARRANGEMENTS AND TERMS OF DEBT FINANCING (77 IAC 1125.800)

Criterion 1125.800 — Reasonableness of Project Costs
To determine compliance with this criterion, the applicants must document that the
project costs meets the requirements of Part 1125.Appendix B.

All costs identified in this criterion are classified as clinical (Reviewable). Cost standards
have been projected to 2021, which represent mid-point of construction.



Preplanning Costs — These costs total $162,488 and are 1.7% of new construction,
modernization, contingencies and movable equipment ($9,031,803). These costs appear
reasonable when compared to the State Board Standard of 1.8%.

Site Survey/Preparation-Soil Investigation — These costs total $414,441, and are 4.9%
of modernization, construction and contingency costs ($8,309,943). This is in compliance
when compared to the State standard of 5%.

New Construction and Proportionate Contingencies — These costs total $1,297,643 or
$269.50/GSF. ($1,297,643/4,815=%$269.50). This appears reasonable when compared to
the State Board Standard of $286.65/GSF [2021 mid-point of construction].

Modernization and Proportionate Contingencies — These costs total $7,012,300, or
$217.80/GSF ($7,012,300/32,196=$217.80). This appears high when compared to the
State Board Standard of $200.62/GSF [2021 mid-point of construction].

Proportionate Contingencies/New Construction — These costs total $117,968 and are
10% of new construction costs ($1,179,675). This appears reasonable when compared to
the State Board Standard of 10%.

Proportionate Contingencies/Modernization — These costs total $914,648 and are 15%
of modernization costs ($6,097,652). This appears reasonable when compared to the State
Board Standard of 10%-15%.

Architectural and Engineering Fees/New Construction — These costs total
$134,282 and are 10.3% of new construction and contingencies ($1,297,643). These
costs appear reasonable when compared to the State Board Standard of 7.49% -
11.25%.

Architectural and Engineering Fees/Modernization — These costs total $616,663
and are 8.8% of modernization and contingencies (7,012,300). These costs appear
reasonable when compared to the State Board Standard of 6.04%-9.08%.

Consulting and Other Fees — These costs are $640,038. The State Board does not have
a standard for these costs.

Movable Equipment — These costs total $721,860 and are $9,254 per bed
($721,860/78=$9254.62). This appears reasonable when compared to the State Board
Standard of $9,532.24 (2021 mid-point).

Bond Issuance Expense — These costs total $142,808. The State Board does not have a
standard for these costs.

Net Interest Expense During Construction — These costs total $403,157. The State
Board does not have a standard for these costs.

The applicants exceeded the State Board standard for modernization and proportionate
contingencies, and a negative finding result.



D)

E)

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IS NOT IN
CONFORMANCE WITH CRITERION REASONABLENESS OF PROJECT
COSTS (77 IAC 1125.800)

Criterion 1125.800 —Direct Operating Costs

To determine compliance with this criterion, the applicants must document the
direct operating costs for the first year at target utilization but no more than two
years after project completion.

The applicants state that their cost per equivalent patient day in 2023 (second year after
project completion) is $311.78. The State Board does not have a standard for these costs.

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IS IN
CONFORMANCE WITH CRITERION DIRECT OPERATING COSTS (77 IAC
1125.800)

Criterion 1125.800 — Effect of the Project on Capital Costs

To determine compliance with this criterion, the applicants must document the direct
operating costs for the first year at target utilization but no more than two years after
project completion.

The applicants state the total operating cost per equivalent patient day in 2023 (second
year after project completion) is $67.37. The State Board does not have a standard for
these costs.

STATE BOARD STAFF FINDS THE PROPOSED PROJECT IS IN
CONFORMANCE WITH CRITERION EFFECT OF THE PROJECT ON
CAPITAL COSTS (77 IAC 1125.800)



State Board Staff Notes:

The Nursing Home Compare quality rating system gives each nursing home a rating of between 1
and 5 stars. Nursing homes with 5 stars are considered to have quality much above average and
nursing homes with 1 star are considered to have quality much below average. State Board staff
notes the applicant facility currently holds a 5-star rating. This is one overall rating for the facility,
with separate ratings for each of the following three sources of information:

Health Inspections — The health inspection rating contains information from the last 3 years of
onsite inspections, including both standard surveys and any complaint surveys. This information
is gathered by trained, objective inspectors who go onsite to the nursing home and follow a
specific process to determine the extent to which a nursing home has met Medicaid and
Medicare’s minimum quality requirements. The most recent survey findings are weighted more
than the prior two years. More than 180,000 onsite reviews are used in the health inspection
scoring nationally.

Staffing — The staffing rating has information about the number of hours of care provided on
average to each resident each day by nursing staff. This rating considers differences in the levels
of reside