#22-037

CRIGINAL

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/Proiect Identification

Facility Name: Midwest Medical Center

Street Address: One Medical Center Drive

City and Zip Code: Galena 61036

County: Jo Daviess Health Service Area: | Health Planning Area: B-2

Applicant(s) {Provide for each applicant (refer to Part 1130.220)]
Exact Legal Name: Midwest Medical Center

Street Address: One Medical Center Drive

City and Zip Code: Galena 61036

Name of Registered Agent: Stephen T. Moore

Registered Agent Street Address: 100 Park Avenue
rRegistered Agent City and Zip Code: Rockford, lllinois 61101
Name of Chief Executive Officer: Tracy Bauer

Street Address: One Medical Center Drive

City and Zip Code: Galena 61036

Telephone Number: 815-776-7266

Type of Ownership of Applicants

X Non-profit Corporation O Partnership
O For-profit Corporation O Governmental
0 Limited Liability Company O 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 they are organized and the name and
address of each partner specifying whether each is a general or limited partner.

APPEND DOCUMENTATION AS ATTACHMENT 1 IN NUMERIC SEQUENT/AL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Primary Contact [Person to receive ALL correspondence or inquiries]
Name: Tracv Bauer

Title: CEO

Company Name: Midwest Medical Center

Street Address. One Medical Center Drive

City and Zip Code: Galena 61036

E-mail Address: tbauer@midwestmedicalcenter.org

Fax Number; 815-777-2560

Additional Contact [Person whois also authorized to discuss the application for permit]
Name: Danielle Costello

Title: Partner

Company Name: Hinshaw & Culbertson LLP

Address. 100 Park Avenue, Rockford, lllinois 61101

Telephone Number: 815-490-4940

E-mail Address: dcostello@hinshawlaw.com

Fax Number; 815-490-4901
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#22-037

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: Midwest Medical Center

Street Address: One Medical Center Drive

City and Zip Code: Galena 61036

County: Jo Daviess Health Service Area: | Heaith Planning Area: B-2

Applicant(s) [Provide for each applicant (refer to Part 1130.220)]

Exact Legal Name: Midwest Medical Foundation

Street Address: One Medical Center Drive

City and Zip Code: Galena 61036

Name of Registered Agent: Stephen T. Moore

Registered Agent Street Address: 100 Park Avenue

Registered Agent City and Zip Code: Rockford, lllinois 61101

Name of Chief Executive Officer: Tracy Bauer

Street Address: One Medical Center Drive

City and Zip Code: Galena 61036

Telephone Number: 815-776-7266

Type of Ownership of Applicants

X Non-profit Corporation | Partnership
] For-profit Corporation O Governmental
O Limited Liability Company O 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 they are organized and the name and
address of each partner specifying whether each is a general or limited partner.

APPEND DOCUMENTATION AS ATTACHMENT 1 IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Primary Contact [Person to receive ALL correspondence or inquiries]

Name: Tracy Bauer

Title: CEO

Company Name: Midwest Medical Center

Street Address: One Medical Center Drive

City and Zip Code: Galena 61036

E-mail Address: tbauer@midwestmedicalcenter.org

Fax Number: 815-777-2560

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

Name: Danielie Costello

Title: Partner

Company Name: Hinshaw & Culbertson LLP

Address: 100 Park Avenue, Rockford, Hlinois 61101

Telephone Number: 815-490-4940

E-mail Address: dcostello@hinshawlaw.com

Fax Number: 815-490-4901
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#22-037

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

Name: Tracy Bauer

Title; CEQ

Company Name: Midwest Medical Center

Name: Tracy Bauer

Telephone Number: 815-776-7266

E-mail Address: tbauer@midwestmedicalcenter.org

Fax Number: 815-777-2560

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner. Midwest Medical Center

Address of Site Owner. One Medical Center Drive, Galena, IL 61036

Street Address or Legal Description of the Site; One Medical Center Drive, Galena, IL 61036
Proof of ownership or control of the site is to be provided as Attachment 2. Examples of proof of ownership
are property tax statements, tax assessor's documentation, deed, notarized statement of the corporation

attesting to ownership, an option to lease, a letter of intent to lease, or a lease.

APPLICATION FORM.

APPEND DOCUMENTATION AS ATTACHMENT 2, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

Operating Identity/Licensee
[Provide this information for each applicable facility and insert after this page.]

Exact Legal Name: Midwest Medical Center

Address: One Medical Center Drive, Galena, IL 61036

[ Non-profit Corporation O Partnership
O For-profit Corporation | Governmental
O Limited Liability Company O 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.

APPEND DOCUMENTATION AS ATTACHMENT 3, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Organizational Relationships

Provide (for each 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
contribution.

APPEND DOCUMENTATION AS ATTACHMENT 4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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#22-037

Flood Plain Requirements
Refer to application instructions.]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2006-5
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
requirements of Illinois Executive Order #2006-5 (http:/iwww.hfgrb.illinois.gov). NOTE: A
SPECIAL FLOOD HAZARD AREA AND 500-YEAR FLOODPLAIN DETERMINATION
FORM has been added at the conclusion of this Application for Permit that must be

completed to deem a project complete.

APPEND DOCUMENTATION AS ATTACHMENT 5, 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
Preservation Act.

APPEND DOCUMENTATION AS ATTACHMENT 6, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.,

DESCRIPTION OF PROJECT

1. Project Classification
[Check those applicable - refer to Part 1110.20 and Part 1120.20(b}]

Part 1110 Classification :

O Substantive

X Non-substantive
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#22-037

Narrative Description

In the space below, provide 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.

The project is:

1.

A new addition to the hospital including:

a. a 12,075 gross square foot addition to the existing wellness center (lower level);
e. a 600 gross square foot addition to the existing wellness center (main level);

b. a 1,950 gross square foot addition to the existing surgical department

c. a 4,860 gross square foot addition to the existing atrium and lobby (main level):
d. a 11,900 gross square foot addition to the existing rehab unit;

g. a 2,028 gross square foot addition to the existing atrium/lobby (second level);

f. a 9,133 gross square foot addition to the existing primary care clinic; and

f. a 1,878 drop off canopy.

The new clinic entrance and addition will include a new drive under canopy, lobby, atrium,
conference center with public restrooms. The new clinic entrance will give patients and
visitors a dedicated entrance that is separated from the hospital entrance. The new
entrance will improve patient access to the clinic and improve access to all clinical
departments.

The clinic addition and remode! will include a lower-level rehabilitation department and a
wellness center. The lower level will include a walking / running track, studios, restrooms,
and private treatment rooms for both rehabilitation patients and wellness members. The
main level addition to the rehabilitation department and wellness center will allow direct
access to the clinic for patients and a separate 24-hour entrance to the weliness center
for fitness members. The new rehabilitation department and wellness center will include a
new rehab & wellness gym, lockers rooms, semi-private treatment rooms and a new
cardiac rehab department.

The second-floor addition and remodel will allow the clinic to expand their behavioral
health department and add a new infusion department. The behavioral health department
will include four behavioral health offices, telehealth exam room, nurse station, restroom,
and a group therapy room. The new infusion department will include 4 semi-private
treatment bays, 1 private treatment room, nurse station, restroom, and support spaces.
The primary care clinic and specialty care clinic will be designed around a collaborative
layout. The new clinic was designed to have a shared waiting area and reception desk.
The waiting room will allow direct access to the specialty care clinic or primary care clinic.
The collaborative clinic design will allow the clinic to share exam rooms, procedure rooms
and support spaces. The new clinic design will have 27 exam rooms, 3 procedure rooms
along with 3 collaborative work areas for nurses and providers. The new design will
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#22-037

improve patient access and improve staff productivity. The addition and remodeling to the
second-floor clinic was designed to allow the current clinic to stay open for the entire
duration of construction.

2. Modernization of;
a. existing rehab unit (6,666 gross square feet) (main level);
b. existing surgical department (3,780 gross square feet),
c. existing primary care clinic (5,900 gross square feet); and
d. existing specialty care clinic / infusion (6,460 gross square feet).

The existing rehabilitation department will be remodeled into a new waiting area,
reception area, private treatment rooms, occupational therapy, private & semi-private
offices, and support spaces. The addition and remodeling to the rehab and wellness
center was designed to allow the current department to stay open for the entire duration
of construction.

The Surgery department will also be remodeled along with a new addition. The design
will allow for additional pre/post rooms, new procedure room, and new endoscopy room
along with shell space for a future operating room. The design also focused on
improving central processing, PACU, expanding clean storage, and equipment storage.
The surgery department is designed to be remodeled in multiple phases to allow the
current surgery department to stay open for the entire duration of construction.

The address of the project is One Medical Center Drive, Galena IL 61036.

The co-applicants are Midwest Medical Center and Midwest Medical Foundation.

Total capital cost is $34,750,000. The project is being funded as follows: $9,000,000 through
cash and securities, and $25,750,000 through bond issues.

Construction will be started in the Spring of 2023. The completion date of the project is April
2025.

The project is Non-Substantive. It does not establish a new service and it does not increase the
inpatient bed capacity of the hospital.

Page 6



Project Costs and Sources of Funds

#22-037

Complete the following table listing ail 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 be

equal.

Project Costs and Sources of Funds

USE OF FUNDS

CLINICAL

NONCLINICAL

TOTAL

Preplanning Costs

Site Survey and Soil Investigation

Site Preparation

Off Site Work

New Construction Contracts

Modernization Contracts

Contingencies

Architectural/Engineering Fees

Consuiting and Other Fees

Movable or Other Equipment (not in construction
contracts)

Bond Issuance Expense (project related)

Net Interest Expense During Construction (project
related)

Fair Market Value of Leased Space or Equipment

Other Costs to Be Capitalized

Acquisition of Building or Other Property (excluding
land)

TOTAL USES OF FUNDS

SOURCE OF FUNDS

CLINICAL

NONCLINICAL

TOTAL

Cash and Securities

Pledges

Gifts and Bequests

Bond Issues (project related)

Mortgages

Leases (fair market value)

Governmental Appropriations

Grants

Other Funds and Sources

TOTAL SOURCES OF FUNDS

NOTE: ITEMIZATION OF EACH LINE ITEM MUST BE PROVIDED AT ATTACHMENT 7, IN NUMERIC SEQUENTIAL ORDER AFTER

THE LAST PAGE OF THE APPLICATION FORM.
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#22-037

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 [Oyes [X No
Purchase Price: §
Fair Market Value: $

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

[ Yes X No
If yes, provide the doflar 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 cost is $

Project Status and Completion Schedules

For facilities in which prior permits have been issued please provide the permit numbers.

Indicate the stage of the project’s architectural drawings:
[C] None or not applicable [1 Preliminary
[ ] Schematics <X Final Working

Anticipated project completion date (refer to Part 1130.140): April 2025

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

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

X Financial Commitment will occur after permit issuance.

i APPEND DOCUMENTATION AS ATTACHMENT 8, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

State Agency Submittals [Section 1130.620(c)]

Are the following submittals up to date as applicable?
Cancer Registry
Xl APORS
[X] Ali formal document requests such as IDPH Questionnaires and Annual Bed Reports
been submitted
B All reports regarding outstanding permits
Failure to be up to date with these requirements will result in the application for
permit being deemed incomplete.
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#22-037

Cost Space Requirements

Provide in the following format, the Departmental Gross Square Feet (DGSF) or the Building Gross
Square Feet (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 wali measurements plus the
departments or area's portion of the surrounding circulation space. Explain the use of any vacated
space.

Not Reviewable Space [i.e., non-clinical]: means an area for the benefit of the patients, visitors, staff. or employees of a heallh
care facility and not directly relsted to the diagnosis, treatmaent, or rehabilitation of persons receiving services from the health care
facility. “"Non-clinical service areas” include, but are not limited to, chapels; gift shops; newsstands; computer systems, tunnels,
walkways, and elevalors; telephone systems, projects o comply with life safely codes; educational facilities; student housing;
patient, employes, staff, and visitor dining areas, administration and volunteer offices, modemization of structural components (such
as roof replacement and masonry work); boiler repair or replacement; vehicle maintenance and storage facilities; parking facilities;
mechanical systems for heating, ventilation, and air conditioning; loading docks; and repair or replacement of carpeting, tile, wall
coverings, window coverings or roatments, or furniture. Solely for the purpose of this definition, "non-clinical service area” does not
include health and fitness centers, [20 ILCS 3960/3}

|
Gross Square Feet Amount of Propose_:_lh:?tlzl- Gross Square Feet

Vacated
Space

New

T
Const. i Modernized Asls

i

Dept. / Area Cost
| REVIEWABLE '

Existing | Proposed

| Medical Surgical

Intensive Care
Diagnostic
Radiology

MRI

| Total Clinical

NON-
REVIEWABLE

Administrative

| Parking
Gift Shop

Total Non-clinical _|
TOTAL

APPEND DOCUMENTATION AS ATTACHMENT 9, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

Pageg A — T



Facility Bed Capacity and Utilization

#22-037

Complete the following chart, as applicable. Complete a separate chart for each facility that is a part of
the project and insert the chart after this page. Provide the existing bed capacity and utilization data for
the latest Calendar Year for which data is available. Include observation days in the patient day
Any bed capacity discrepancy from the Inventory will resuit in the
application being deemed incomplete.

totals for each bed service.

FACILITY NAME: Midwest Medical Center

CITY: Galena, lllinois

REPORTING PERIOD DATES:

From: January 1, 2021

to: December 31, 2021

Category of Service

Authorized
Beds

Admissions

Patient Days

Bed
Changes

Proposed
Beds

Medical/Surgical

25

QObstetrics

359

2429

0

0

Pediatrics

Intensive Care

Comprehensive Physical
Rehabilitation

Acute/Chronic Mental lliness

Neonatal Intensive Care

General Long-Term Care

57

49

12,624

Specialized Long-Term Care

Long Term Acute Care

Other ((identify)

TOTALS:

82

408

15,053
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#22-037

CERTIFICATION

The Application must be signed by the authorized representatives of the applicant entity. Authorized
representatives 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
manager or member when two or more managers or members do not exist).

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

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

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

This Application is filed on the behalf of Midwest Medical Center 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 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 fee required for this application is sent herewith or will be
paid upon request.

IR0 jﬁg@ Cy)wb@%

SIGNATURE’

Tracy Bauer Kelli Jackson

PRINTED NAME PRINTED NAME

President and Chief Executive Officer Controller

PRINTED TITLE PRINTED TITLE

Notarization: Notarization:

Subscribed and sworn tp before me Subsgribed and sworn to sefore me
this 2(; day of ¢ this _ D day of

S'anature of Nstary!

Seal

OFFICIAL SBAL

TAMBAE LYMN TURNER OFFICIAL SEAL

TAMMIE LYNN TURNER

NOTARY PLBLIC, STATE OF LLINOIS
My Cormmigsion Expires §/13/26

*Insert the EXACT legal name of the applicant

NOTARY PUBLIC, STATE OF ILLINOIS
My Commission Expires 51929
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#22-037

CERTIFICATION - CO-APPLICANT

The Application must be signed by the authorized representatives of the applicant entity. Authorized
representatives 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
beneficiaries do not exist); and

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

This Appiication is filed on the behalf of Midwest Medical Foundation 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 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 fee required for this application is sent herewith or will be
paid upon request.

%%/gzm/

‘ %cm

SIGNATUR SIGNATURE

Tracy Bauer Kelli Jackson

PRINTED NAME PRINTED NAME

President and Chief Executive Officer Controller

PRINTED TITLE PRINTED TITLE

Notarization: Notarization:

Subsgribed and sworn tq before me Subscribed and S\grn before me
this_20 dayof_O this day of

gnature of Nefary

Segl

NOTARY PUBLIC, STATE OF LLINOIS
My Commission Expires SH9/26

*Insert the EXACT legal name of the applicant
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SECTION li. DISCONTINUATION N/A. THE PROJECT DOES NOT
INVOLVE DISCONTINUATION

This Section is applicable to the discontinuation of a health care facility or the discontinuation of more
than one category of service in a 6-month period. If the project is solely for a discontinuation of a health
care facility the Background of the Applicant(s) and Purpose of Project MUST be addressed. A copy
of the Notices listed in Item 7 below MUST be submitted with this Application for Discontinuation

https:/iwww.ilga.qovilegislationfilcs/documents/002039600K8.7.htm

Criterion 1110.290 - Discontinuation

READ THE REVIEW CRITERION and provide the following information:

GENERAL INFORMATION REQUIREMENTS
1. Identify the categories of service and the number of beds, if any that are to be discontinued.
2. Identify all the other clinical services that are to be discontinued.
3. Provide the anticipated date of discontinuation for each identified service or for the entire facility.
4. Provide the anticipated use of the physical plant and equipment after the discontinuation occurs.

5. Provide the anticipated disposition and location of all medical records pertaining to the services
being discontinued and the length of time the records will be maintained.

6. Provide copies of the notices that were provided to the local media that would routinely be notified
about facility events.

7. For applications involving the discontinuation of an entire facility, provide copies of the
notices that were sent to the municipality in which the facility is located, the State
Representative and State Senator of the district in which the health care facility is located,
the Director of Public Health, and the Director of Healthcare and Family Services. These
notices shall have been made at least 30 days prior to filing of the application.

8. For applications involving the discontinuation of an entire facility, certification by an authorized
representative that all questionnaires and data required by HFSRB or DPH (e.g., annual
questionnaires, capital expenditures surveys, etc.) will be provided through the date of
discontinuation, and that the required information will be submitted no later than 90 days following
the date of discontinuation.

REASONS FOR DISCONTINUATION

The applicant shall state the reasons for the discontinuation and provide data that verifies the need for the
proposed action. See criterion 1110.290{b} for examples.

IMPACT ON ACCESS

1. Document whether the discontinuation of each service or of the entire facility will have an adverse
effect upon access to care for residents of the facility’s market area.

2. Document that a written request for an impact statement was received by all existing or approved
health care facilities (that provide the same services as those being discontinued) located within
the geographic service area.

APPEND DOCUMENTATION AS ATTACHMENT 10, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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SECTION lil. 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.

1110.110(a) — Background of the Applicant

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 listing of all health care facilities currently owned and/or operated in llinois, by any corporate officers or
directors, LLC members, partners, or owners of at least 5% of the proposed health care facility.

3. For the following questions, please provide information for each applicant, including corporate officers or
directors, LLC members, partners, and owners of at least 5% of the proposed facility. A health care facility
is considered owned or operated by every person or entity that owns, directly or indirectly, an ownership
interest.

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

b. A certified listing of each applicant, identifying those individuals that have been cited, arrested,
taken into custody, charged with, indicted, convicted, or tried for, or pled guilty to the commission of
any felony or misdemeanor or violation of the law, except for minor parking violations; or the
subject of any juvenile delinquency or youthful offender proceeding. Unless expunged, provide
details about the conviction, and submit any police or court records regarding any matters
disclosed.

¢. A certified and detailed listing of each applicant or person charged with fraudulent conduct or any
act involving moral turpitude.

d. A certified listing of each applicant with one or more unsatisfied judgements against him or her.

€. A certified and detailed listing of each applicant who is in default in the performance or discharge of
any duty or obligation imposed by a judgment, decree, order or directive of any court or
governmental agency.

4. 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 withdrawat
of the application without any further action by HFSRB.

5. 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 that the information was 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 can submit amendments to previously
submitted information, as needed, to update and/or clarify data.

APPEND DOCUMENTATION AS ATTACHMENT 11, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM (1-4) MUST BE IDENTIFIED IN ATTACHMENT 11.
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Criterion 1110.110(b) & (d)

PURPOSE OF PROJECT

1.

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

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

Identify the existing problems or issues that need to be addressed as applicable and appropriate for the
project.

Cite the sources of the documentation.

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

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 the age and condition of the project site, as well as regulatory citations, if any. For equipment being
replaced, include repair and maintenance records.

NOTE: Information regarding the “Purpose of the Project” will be included in the State Board Staff Report.

APPEND DOCUMENTATION AS ATTACHMENT 12, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM. EACH ITEM (1-6) MUST BE IDENTIFIED IN ATTACHMENT 12.

ALTERNATIVES

1) Identify ALL 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 outcome data that verifies
improved quality of care, as available.

APPEND DOCUMENTATION AS ATTACHMENT 13, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM.
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SECTION IV. PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE
Criterion 1110.120 - 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 and it shall include the basis used for determining the space and
the methodology applied.,

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 and certified by the facility's Medical Director.

b. The existing facility's physical configuration has constraints or impediments and requires an
architectural design that delineates the constraints or impediments.

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

d. Additional space is mandated by governmental or certification agency requirements that were not in
existence when Appendix B standards were adopted.

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 DOCUMENTATION AS ATTACHMENT 14, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

PROJECT SERVICES UTILIZATION: N/A: PROJECT DOES NOT IMPACT LISTED
SERVICE AREAS

This criterion is applicable only to projects or portions of projects that involve services, functions, or equipment
for which HFSRB has establighed utilization standards or occcupancy targets in 77 Ill. 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 MEET
SERVICE | UTILIZATION | UTILIZATION | STANDARD | STANDARD?
| (PATIENT DAYS)
| (TREATMENTS)
_ ETC.
YEAR 1 :r
YEAR 2 [

APPEND DOCUMENTATION AS ATTACHMENT 15, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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UNFINISHED OR SHELL SPACE:
Provide the following information:
1. Total gross square footage (GSF) 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.

i

. Provide:
a. Historical utilization for the area for the latest five-year period for which data is 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.

APPEND DOCUMENTATION AS ATTACHMENT 16, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

ASSURANCES:
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 SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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M. Criterion 1110.270 - 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 Rocoms

L

L

U
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 (c)(1) — Deteriorated Facilities

AND/OR

| {c)(2) - Necessary Expansion

| PLUS

(c)(3)(A) — Utilization — Major Medical Equipment

OR

(c)(3)(B) — Utilization — Service or Facility

| 1APPEND DOCUMENTATION AS ATTACHMENT 31, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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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):

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

Vil. 1120.120 - AVAILABILITY OF FUNDS

The applicant shall document those 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):

$9.,000.000 | 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 earned on depreciation account funds or to be
earned on any asset from the date of applicant's submission
through project completion.

n) Pledges - for anticipated pledges, a summary of the anticipated pledges
showing anticipated receipts and discounted value, estimated timetable of
gross receipts and related fundraising expenses, and a discussion of past
fundraising experience.

c) Gifts and Beguests - verification of the dollar amount, identification of any
conditions of use, and the estimated timetable of receipts.

d) Debt - a statement of the estimated terms and conditions (including the debt
$25.750,000 time, variable or permanent interest rates over the debt time, 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 lean 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, ballocon payments, etc.

4) For any lease, a copy of the lease, including all the terms and
conditions, inciuding 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.
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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.

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

$34,750,000 TOTAL FUNDS AVAILABLE

APPEND DOCUMENTATION AS ATTACHMENT 34, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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SECTION VIII. 1120.130 - FINANCIAL VIABILITY

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. Altthe project's 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 38, 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 iatest 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.

Historical Projected
3 Years

Enter Historical and/or Projected
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.

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 defauit.

APPEND DOCUMENTATION AS ATTACHMENT 36, IN NUMERICAL ORDER AFTER THE LAST PAGE OF THE APPLICATION
FORM.
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SECTION IX. 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

2)

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

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 the cash and equivalents must be retained in the balance
sheet asset accounts 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.

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 sefected 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).

Page 22




#22-037

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE
A 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.* (AxC) (BxE) (G+H)

Contingency
TOTALS
* Include the percentage (%) of space for circulation

D. Projected Operating Costs

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

more than two years 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 shail 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 DOCUMENTATION AS ATTACHMENT 37, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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SECTION X. SAFETY NET IMPACT STATEMENT N/A. THE PROJECT IS NON-SUBSTANTIVE

SAFETY NET IMPACT STATEMENT that describes all the following must be submitted for ALL SUBSTANTIVE
PROJECTS AND PROJECTS TO DISCONTINUE HEALTH CARE FACILITIES [20 ILCS 3960/5.4]:

1. The project's material impact, if any, on essential safety net services in the community, including the
impact on racial and health care disparities 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 each
community, if reasonably known by the applicant.

Safety Net Impact Statements shall also include all 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 lllinois 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. Hospital and non-hospital applicants shall provide Medicaid information in a manner consistent
with the information reported each year to the llinois 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 37.

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

Page 24




#22-037

Qutpatient

Total

APPEND DOCUMENTATION AS ATTACHMENT 38, IN NUMERIC SEQUENTIAL. ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM,
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#22-037

Charity Care information MUST be furnished for ALL projects [1120.20(c)].

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 39.

CHARITY CARE
Year Year Year
Net Patient Revenue
Amount of Charity Care (charges)
Cost of Charity Care

APPEND DOCUMENTATION AS ATTACHMENT 39, iN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

| APPLICATION FORM.
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SECTION XI -SPECIAL FLOOD HAZARD AREA AND 500-YEAR FLOODPLAIN DETERMINATION FORM

In accordance with Executive Order 2006-5 (EO 5), the Health Facilites & Services Review Board (HFSRB) must
determine if the site of the CRITICAL FACILITY, as defined in EO 5, is in a mapped flcodplain {Special Flood Hazard
Area) or a 500-year floodplain. All state agencies are required to ensure that before a permit, grant or a development is
planned or promoted, the proposed project meets the requirements of the Executive Order, including compliance with

the National Flood Insurance Program (NFIP) and state floodplain regulation.

1. Applicant. _Midwest Medical Center 1 Medical Center Drive, Galena IL 61036, (815) 777-1340
{Name) (Address)
{City) (State) (ZIP Code) (Telephone Number)
2. Project Location: _1 Medical Center Drive Galena, IL
{Address) (City) (State)
Jo Daviess
{County} (Township) (Section)
3. You can create a small map of your site showing the FEMA floodpiain mapping using the FEMA Map Service
Center website :imsc.fema gov/portal/lhome) by entering the address for the property in the Search bar. If

a map, like that shown on page 2 is shown, select the Go to NFHL Viewer tab above the map. You can print a

copy of the floodplain map by selecting the icon in the top comner of the page. Select the pin tool icon 9
and place a pin on your site. Print a FIRMETTE size image.

If there is no digital floedplain map avallable select the View/Print FIRM icon above the aerial photo. You will
then need to use the Zoom tools provided fo locate the property on the map and use the Make a FIRMette tool
to create a pdf of the floodplain map.

IS THE PROJECT SITE LOCATED IN A SPECIAL FLOOD HAZARD AREA: Yes__ No _X?

IS THE PROJECT SITE LOCATED IN THE 500-YEAR FLOOD PLAIN? No

If you are unable to determine i the site Is in the mapped floodplain or 500-year flocdplain, contact the county or the
local community building or planning department for assistance.
If the determination is being made by a local official, please complete the following:

FIRM Panet Number; Effective Date:
Name of Official; Title:
Business/Agency: Address:;
(City) (State) - "(ZIP Code)  (Telephone Number) -
Signature; Date:

NOTE: This finding only means that the property in question is or is not in a Special Flood Hazard Area or a 500-year
fioodplain as designated on the map noted above. It dees not constitute a guarantee that the property will or will not be
flooded or be subject to local drainage problems.

If you need additional help, contact the Illinois Statewide Floodplain Program at 217/782-4428
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The image below is an example of the floodplain mapping required as part of the IDPH swimming facility construction
permit showing that the swimming pool, to undergo a major alteration, is outside the mapped floodplain.
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After paginating the entire completed application indicate, in the chart below, the page numbers for the
included attachments:

INDEX OF ATTACHMENTS
ATTACHMENT
NO. PAGES
1 1 Applicant Idenification including Certificate of Good Standing 30-31
2 | Site Ownarsghip 32-34
3 | Persons with 5 percent or greater interest in the flicensee must be
ldentified with the % of ownership. 35-37
4 | Organizationa! Relationships (Organizational Chart) Cerificate of
Good Standing Ete. 38
5 | Flood Plain Requirements 39-40
6 | Historic Preservation Act Requirements 41
7 | Project and Sources of Funds Itemization 42-45
8 | Financlal Commitment Document if required N/A
9 | Cost Space Reguirements 46-52
10 | Discontinuation N/A
11 | Background of the Applicant 53-61
12 | Purpose of the Project 62-64
13 | Alternatives to the Project 65-66
14 | Size of the Project 67
15 | Project Service Utilization N/A
18 | Unfinished or Shell Space 68
17 | Assurances for Unfinished/Shell Space 69
Service Specific:
18 | Medical Surgical Pediatrics, Obstetrics, ICU N/A
19 | Comprehensive Physical Rehabllltation NIA
20 | Acute Mental liness N/A
21 | Open Heart Surgery N/A
22 | Cardiac Catheterization N/A
23 | In-Center Hemodialysis N/A
24 | Non-Hospital Based Ambulatory Surgery N/A
25 | Selected Organ Transplantation N/A
26 | Kidney Transplantation N/A
27 ! Subacute Care Hospital Model N/A
28 | Community-Based Residential Rehabilitation Center N/A
28 | Long Term Acute Care Hospital N/A
30 | Clinical Service Areas Other than Categories of Service N/A
31 | Freestanding Emergency Center Medical Services 70-72
32 | Birth Center N/A
Financlal and Economic Feasibllity:
33 | Availabllity of Funds N/A
34 | Financlal Waiver 73-219
35 | Financial Viability N/A
36 | Economic Feaslbility 220-227
37 | Safety Net impact Statement 228-230
38 | Charity Care Information N/A
39 | Flood Plain information 231 -
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File Number 6467-284-3

-

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that

MIDWEST MEDICAL FOUNDATION, A DOMESTIC CORPORATION, INCORPORATED
UNDER THE LAWS OF THIS STATE ON JANUARY 25, 2006, 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.

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 27TH

day of SEPTEMBER A.D. 2022

A ol
G el 4
TS = ’
Authenlication #: 2227003804 verlfiable untl 09/27/2023 W2 28

Authenticate al. hitps:/fwww.llsos.gov
SECRETARY OF STATE
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File Number 6467-283-5

P

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that -

MIDWEST MEDICAL CENTER, A DOMESTIC CORPORATION, INCORPORATED UNDER
THE LAWS OF THIS STATE ON JANUARY 25, 2006, 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.

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 27TH

day of SEPTEMBER A.D. 2022

/7 s
% (£} 24 =
Pl
Authentication #: 2227003598 verifiable untll 09/27/2023 M

Authenticate at: hitps:/Awww.lisos.gov
SECRETARY OF STATE
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ATTACHMENT 2

Site Ownership

Attached is a copy of the Warranty Deed conveying ownership of the site to Midwest Medical
Center.
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(" 328766

JO DAVIESS COUNTY RECORDER
STATE OF ILLINOIS

rrsr D BY: W .__’_:_l__l‘{';giu
cent & Roth P.C. A
Main & Perry Streets ; ¥

Galena, Il 61036

Rental Housing Suppor Program
510 Siag Surcharge pald
Datei = eed

MAIL TAX BILL TO:
Midwest Regional Medical Ce
215 Summit Street

Galena, IL 61036

MAIL RECORDED DEED TO: fE 138
Midwost Rogional Medical Center

215 Summit Street

Galena, IL 61036

WARRANTY DEED
Statutory (Illinols)
THB GRANTORS, J Eric Binsweiler and Kurt D Einswoiler, as Tenants in Common, and not 88 Joint Tenants with right of

survivorship, both of the City of Galena, County of Jo Davicss and State of Tllinois, for and in consi
and other good and valuable considerations, In hand paid, CONVEY AND WARRANT to MIDWEST REGIONAL MEDICAL
CENTER, an Hliinols not-for-profit corporation, of 215 Summit Street, Galena, 1L 61036, all right, title, and interest in the

following described real estate situated in the County of JO DAVIESS, Stats of Ilinots, to wit:

Part of the Southeast and Southwest Quarters of- Soction 2, Township 28 North, Range 1 West of the Fourth Principal Meridian, Jo

Daviess County, Illinois, more particularly deseribed as follows: Beginning ata hex bolt found in concreto at the South Quarter
Comer of Section 2, Township 28 North, Range 1 West of the Fousth Principal Meridian, Jo Daviess County, Tllinols; thenco North
87 dagrees 30 minutes 49 seconds West along the South llne of the Southwest Quarter of said Section 2, o distancd of 985.07 feet to
an frbn rod survey monurm ; drainage ditoh; thence North 4 degrees 02
wminutes 18 seconds West along sald ditch line, 8 distance of 160.48 fest; thence North 20 do 04 minutes 28 seconds Bast glong
said ditch, & distance of 249.38 feet; thenco North 3 dogrees 27 minates 05 scconds East along said ditch, B distance of 177.13 feet;

thenoe North 17 degroes 34 minutes 11 seconds

4] seconds West along said ditoh, & distance of 11 1.10 feet; thence North 37 degrecs
45 minutes 17 seconds Bast along said diich, 8 distance of 138.77 feet;

distncs of 95.72 feet; thence North 20 degrees

27 degrees 51 minutes 05 seconds East along sald ditoh, a distance of 158,58 fest; thenco North 15 degrees 29 minutes 06 seconds

Bast along said ditch, 96. 18 feet to an iron rod survey smomument set on the North line of the South Half of sald Southwest Quarter of

Saction 2; thenos South 87 degrees 26 minutes 30 seconds East along gaid North line, a distance of 649.27 fest to an Jron rod survey
Quarter of Section 2; thence South 87 degress 30

Bast along the North line of the South Helf of the Southeast Quarter of said Section 2, a distance of 92.64 fest 10

the centerline of US Highwey 20; thence South 15 degrees 54 minutes 48 scoonds Bast along sald centerline, & distance of 1395,73
feot to the South Jine of sald Southeast Quarier of Seotion 2; thence North 86 dogrees 55 minutes 47 seconds West, & distance of
465.66 foet to the polnt of begianing, containing 34.440 acres, more O 1ess, all situated in Jo Daviess County, Hlinois,

Permanent Index Number(s): Split of 43-13-000-056-00

Property Address; Route 20 West, Gales, IL 61036
Subject, however, to the goneral taxes for the year of 2005 and thercafter, and all {nstruments, covenants, restrictions, conditions,
applicable zoning laws, ordinances, and regulations of record,

Hereby releasing and walving all righte under and by virtue of the Homestead Bxemptions Laws of the State of Illinofs.
L}

Datedtils AL . Dayof June 20 06

Y Bric Binsweller

O DAVIESS COUNTY, ILLINOIS W
: YKort D Binsweller

Reat Estata T far

§ v
25¢ per $600 consideatlon
Wamanty Dend: Page jof2
FOR USE IN: ALL BTATES

AT FORM 408T-R
©ATO (REV, 5102)

Exhibit B

SR DG Page .
ge 033 Attachment 2
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—
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‘Warrenty Doed - Continued
STATEOF _ILLINOIS )
- ) ss
)

~OUNTY OF JO DAVIESS
in the State aforesaid, do hereby certify that ) Eric Rinsweller and

I, the undersigned, a Notary Public in and for said County,
oso nemes are subsoribed to the foregoing thstrument, appoared

known to me to be the same persons wh
sealed and delivered the seid {nstrument, as thefr free and voluntary

Kurt D Binswoller, personally
before me this day in person, and acknowlodged thet thoy signed,
thersin st forth, inoluding the release and walver of the right of homestead.

aot, for the uses and purposes
Given under my hand and natariel seal, this __m/l)lr of June 20 06
]/

SOFFICIAL SEAL
Mary O. Jobgen
Hotary Public, State of llinols

My Commission Exp. 0311772007

Bxempt under the provisions of paragraph

Warrenty Deed: Page 2 of2
FORUBE IN; ALL BTATES

ATG FORM A05T-R
©ATQ (REV. 8/02)
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ATTACHMENT 3

Operating Identity/Licensec

Midwest Medical Center: an lllinois not-for-profit corporation, is the owner and operator of a
licensed critical access hospital, two rural health clinics (Midwest Health Clinic and Midwest
Health Clinic of Elizabeth), a 24-apartment assisted living center (Galena-Stauss Assisted Living),
a 57-bed intermediate care skilled nursing facility (Galena-Stauss Nursing Care Center) and an
adult day care center. Midwest Medical Center will remain the owner and operator of such
Facilities following the project contemplated in this application. A copy of the Midwest Medical
Center 1Mlinois Certificate of Good Standing is attached.
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File Number 6467-283-5

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do hereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that

MIDWEST MEDICAL CENTER, A DOMESTIC CORPORATION, INCORPORATED UNDER
THE LAWS OF THIS STATE ON JANUARY 25, 2006, 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.

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 27TH

day of SEPTEMBER A.D. 2022

%
.« DG L
’
Authentication #: 2227003598 verifiable unll 09/27/2023 Q}M M

Authentlcate at: hitps://www.ilsos.gov
SECRETARY OF STATE
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File Number 6467-284-3

-

To all to whom these Presents Shall Come, Greeting:

I, Jesse White, Secretary of State of the State of Illinois, do h.ereby
certify that I am the keeper of the records of the Department of

Business Services. I certify that

MIDWEST MEDICAL FOUNDATION, A DOMESTIC CORPORATION, INCORPORATED
UNDER THE LAWS OF THIS STATE ON JANUARY 25, 2006, 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.

InTestimony Whereof, 1 hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 27TH

day of SEPTEMBER A.D. 2022

Q. 56w 18k
4
Authentication #: 2227003604 verifiable until 08/27/2023 M

Authenticate at: hitps:/iwww.lisos.gov

SECRETARY OF STATE
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ATTACHMENT 4

Organizational Relationships

Midwest Medical Foundation is the sole member of Midwest Medical Center
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ATTACHMENT S

By their signature on the certification page for this application, the applicants certify that the
hospital and other health care facilities located at One Medical Center Drive, Galena, Illinois are
not located in a special flood hazard area and this project complies with the requirements of the
Flood Plain Rule under Illinois Executive Order #2006-5.
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Iilinois Department of
Natural Resources 18 Prtzer, Governor

One Nettured Resources Way  Springficld, lllinois 62702-1271 Colleen Callahan, Dirceior
L www.dnrillinois.gov
FOURGE e

JoDaviess County
Galena
Partial Demotition, Rehabilitation, New Addition and Site Impravements, Midwest Medical Center

One Medical Center Br.
SHPO Laog #031080522

September 16, 2022

Jenna Willlams

Fehr Graham

909 N. 8th St,, Suite 101
Sheboygan, W1 53081

Dear Ms. Williams:

We have reviewed the documentation submitted for the referenced profect(s) in accordance with 36 CFR
Part 800.4. Based upon the information provided, no historle properties are affected. We, therefore, have no
objection to the undertaking proceeding as planned.

Please retain this letter in your files as evidence of compliance with section 106 of the National Historic
Preservation Act of 1966, as amended. This clearance remains in effect for two years from date of issuance.
It does not pertain o any discovery during construction, nor is it a clearance for purposes of the Ilinois
Human Skeletal Remains Protection Act (20 ILCS 3440).

H you have any further questions, please contact Rita Beker, Cultural Resovrces Manager, at 217/785-4998
or at Rita,E.Baker@illinols.gov.

Sincerely,

L.Ma.-{-r
Carey L. Mayer, AlA
Deputy State Historle
Preservation Officer
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ATTACHMENT 7

Project Costs and Sources of Funds

#22-037

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 be

equal.

Project Costs and Sources of Funds

USE OF FUNDS CLINICAL NONCLINICAL TOTAL

Preplanning Cosls - 5
Site Survey and Soil Invesligation $200,000 - $200,000
Site Preparalion 200,000 - 200,000
Off Site Work - -
New Construction Contracls 16,905,000 - 16,905,000
Modernization Contracls 5,900,000 - 5,900,000
Contingencies 5,207,486 - 5,207 488
Architectural/Engineering Foes 2,074,168 - 2,074,168
Consulting and Other Fees 1,052,927 - 1,052,927
Mo;;ble or Other Equipment (not in construction 1,508,325 - 1,508,325
contracis)
Bond Issuance Expense {project related) 360,675 - 360,675
:::Ia; ll:;e;rest Expense During Construction {project 1,341,419 - 1,341,419
Fair Market Value of Leased Space or Equipment - - -
Other Costs o Be Capitalized - - -
Acquisition of Building or Other Property (excluding ; - -
land)
TOTAL USES OF FUNDS $34,750,000 - $34,750,000

SOURCE OF FUNDS CLINICAL NONCLINICAL TOTAL
Cash and Securities $8,000,000 $9,000,000
Piedges
Gifts and Bequests
Bond Issues (project related) 25,750,000 25,750,000
Mortgages
Leases (fair market value)
Governmentat Approptialions
Grants
Olher Funds and Sources
TOTAL SOURCES OF FUNDS $34 750 000 $34 750, 000

TRzl

NOTE: ITEMIZATION OF EACHI LINE |TEM MUST BE. P_ROVIDED AT ATTACHMENT 7. IN NUMERIC SEQUENTIAL ORDER AFTER

THE LAST PAGE. OF THE APPLICATION FORM.
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Site Survey and Soil Investigation $200,000
The site survey work includes pre-planning testing and investigation of existing conditions.

Site Preparation $200,000
The site preparation work includes earthwork to start the expansion project of the new addition.
New Construction Contracts $16,905,000

The new construction contract includes new additions for varlous departments. They are as follows:

Description Square Footage Projected Cost
Lower Level - Wellness Center Addition 12,075 54,230,000
Main Leve! — Surgical Dept Addition 1,950 $980,000
Main Level — Atrium / Lobby Addition 4,860 $1,940,000
Main Level — Rehab Dept. Addition 11,900 $4,460,000
Main Level — Wellness Center Addition 600 $210,000
Second Level ~ Primary Care Clinic / Behavior Health Addition | 9,133 43,650,000
Second Level — Atrium / Lob Addition 2,028 $810,000
Drop Off Canopy 1,878 $300,000
Asphalt 2,941 $70,000
Retaining Wall 1 450,000
Sidewalks / Curbs 1 $75,000
Utilities 1 $50,000
New Burled LP Tank 1 $80,000

The new clinic entrance and addition will include a new drive under canopy, lobby, atrium, conference
center with public restrooms. The new clinic entrance will give patients and visitors a dedicated entrance
that is separated from the hospital entrance. The new entrance will improve patient access to the clinic
and improve access to ali clinical departments.

The clinic addition and remodel will include a lower-level rehabilitation department and a wellness center.
The lower level will include a walking / running track, studios, restrooms, and private treatment rooms for
both rehabilitation patients and wellness members. The main level addition to the rehabilitation
department and weliness center will allow direct access to the clinic for patients and a separate 24-hour
entrance to the wellness center for fithess members. The new rehabilitation department and wellness
center will include a new rehab & wellness gym, lockers rooms, semi-private treatment rooms and a new
cardiac rehab department.

The second-floor addition and remodel will allow the clinic to expand their behavioral health department
and add a new infusion department. The behavioral health department will include four behavioral health
offices, telehealth exam room, nurse station, restroom, and a group therapy room. The new infusion
department will include 4 semi-private treatment bays, 1 private treatment room, nurse station,
restroom, and support spaces. The primary care clinic and specialty care clinic will be designed around a
collaborative layout. The new clinic was designed to have a shared waiting area and reception desk. The
waiting room will allow direct access to the specialty care clinic or primary care clinic. The collaborative
clinic design will allow the clinic to share exam rooms, procedure rooms and support spaces. The new
clinic design will have 27 exam rooms, 3 procedure rooms along with 3 collaborative work areas for nurses
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and providers. The new design will improve patient access and improve staff productivity. The addition
and remodeling to the second-floor clinic was designed to allow the current clinic to stay open for the
entire duration of construction.

Modernization Contracts $5,900,000

The modernization contract includes remodels for various departments. They are as follows:

Description Square Footage Projected Cost
Main Level — Rehab Dept Remodel 6,666 $1,670,000
Main Level — Surgical Dept Remodel 3,780 $1,130,000
Second Level — Primary Care Clinic Remodel 5,900 $1,480,000

| Second Level —Specialty Care Clinic / Infusion Remode! 6,460 $1,620,000

The existing rehabilitation department will be remodeled Into a new waiting area, reception area, private
treatment rooms, occupational therapy, private & semi-private offices, and support spaces. The addition
and remodeling to the rehab and weliness center was designed to allow the current department to stay
open for the entire duration of construction.

The Surgery department will also be remodeled along with a new addition. The design will allow for
additional pre/post rooms, new procedure room, and new endoscopy room along with shell space for a
future operating room. The design also focused on improving central processing, PACU, expanding clean
storage, and equipment storage. The surgery department Is deslgned to be remodeled in muitiple phases
to allow the current surgery department to stay open for the entire duration of construction.

Contingencles 55,207,486

The project costs are currently based off schematic design phase. There are many complexities to this
project which explains the high contingency rate. The last two years market volatility has increased cost
by 16%; 8% or $1,856,400 was built in as a contingency for market volatility. Escalation pricing is built in
at 8% or $1,856,400 for a construction begin date in 2023, Typical construction contingency is estimated
at 5% or $1,160,250 and owners contingency is $334,436. Contingencies are typically not this high, but
with the way the market has operated the past two years, it was decided to stay very conservative for this

project.
Architectural/Engineering Fees $2,074,168

The architectural and engineering fees cover the cost of programming, interior design, schematic design,
design development, construction documentation and construction administration. The fees include
coordinating site and/or virtual visits to the facility as well as virtual reality design aids. The fees for these
professional services are as follows: Design Fees 7% or $2,039,168, Review Fees $25,000 and Geotechnical
Engineering $10,000,

Consulting and Other Fees $1,052,927

The consultant fees are the construction management services for the project which is 3.75% or
$1,052,927. The project fee or construction management fee includes corporate overhead, accounting,
project administration, corporate project and items that occur offsite. This minimizes risk to MMC by no
preconstruction fee, lean on-site staffing approach, completely open book process, guaranteed maximum
price, fully auditable and all cost savings is MMCs.

Page 044 Attachment 7



#22-037

Movable or Other Equipment (not in construction contracts) $1,508,325

Most existing furnishings and equipment will be used in the new space, but does require additional
purchase since there will be more space. items that will be purchased are: cardio equipment, weight lifting
equipment, exam tables and chairs, plinth tables, mat tables, office furniture, etc. The cost was estimated
at 6.5% or $1,508,325.

Bond Issuance Expense (project related) $360,675

The costs of issuance detail for bonds is as follows:

Description Amount
USDA Guarantee Fee @ 80% Guarantee x 1.25% $50,000
Compeer Document Prep / Legal Fee $5,000
Title Insurance — Bonds Mortgages ($1.35/51000 Mtg) 534,763
Title Insurance ~ USDA Direct Loan Mortgage {$1.35/$1000 Mtg) $28,013
Bond Trustee (Setup and 1* Yr Fee) $5,000
Trustee Legal Counsel Fees $3,000
Real Estate Appraisal $13,500
Wipfii — Debt Capacity, Master Planning, & Financial Forecasting $175,000
Owner's Legal Counsel $25,000
Environmental & Surveys $20,000
Misc / Rounding $1,400
Total $360,675

Net Interest Expense During construction {project related) $1,341,419

The financing or construction period interest expense (24 month construction period) is estimated to be
$1,341,419,
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ATTACHMENT 9
Cost Space Requirements
Amount of Proposed Total Gross Square
Gross Square Feet Feet That Is:
- ] New Vacated
Dept. / Area Cost Existing | Proposed Const. Modernized | Asls Space
REVIEWABLE
Surgery > 888.000 | 7752 10638 | 2,866 | 4,075 3.707
Department = DGSF | DGSF DGSF | DGsF DGSF
Primary Care 3 493.750 5,642 10,768 5,168 5,610 0
Clinic 493, DGSF | DGSF DGSF | DGSF DGSF
... 3577 6,981 0 6.981 0 1758
Specialty Clinic | 1,780,155 | 5oor | pepF | DeSF | DeDF DGSF | DGSF
: 305 1975 1975 |0 0
Behavioral Health | 790,000 DGSF DGSF DGSF DGSF DGSF
) 429 1194 0 1194 0 429
Infusion 304470 | haer  |DeSF | DGSF | DGSF DGSF | DGSF
PT/OT c 126795 | 6490 15133 | 8744 | 6.389 0
Department 126, DGSF | DGSF DGSF | DGSF DGSF
) 421 2,325 2325 |0 0 421
Cardiac Rehab | 930,000 | hoor | pGSF | DGSF | DGSF DGSF | DGSF
4,801 10506 | 10506 |0 0
Wellness Center | 3677,100 | ot | pogr oesr | pask DGSF
— 78447 | 59520 | 31564 | 24,249 3.707
Total Clinical 18,990,360 DGSF DGSF DGSF DGSF DGSE
NON-
REVIEWABLE
) 371 4913 4521 392 0
Public Spaces | 1,908,380 | pagr | peSF | DGSF | DGSF DGSF
- 387 1,089 677 412 0
Facility Support | 375860 | yoqr | paSF DGSF | DGSF DGSF
—— 1771 3.276 2555|724 0
Circulation 1205420 | por | DasF DGSF | DGSF DGSF
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Total Non-clinical

3,489,640

2,529
DGSF

9278
DGSF

7,750
DGSF

1,628
DGSF

DGSF

OTHER
PROJECT
COSTS

Site
Development,
Confingency, CM
Fees, Pro Fees,
Owner ltems

12,270,000

TOTAL

34,750,000

30,976
DGSF

68,798
DGSF

39,314
DGSF

25,777
DGSF

3,707
DGSF

Vacated Space:

1. Infusion: Currently done in the Surgery Department and Emergency Department. The
new Infusion department will allow the vacated spaces to be given back to the Surgery
Department and Emergency Department and will be utilized as a Pre/Post Room and an
Emergency Department Exam Room.

2. Specialty Clinic: Currently done in the Med Surge Department. The new Specialty
Clinic will allow the vacated spaces to be given back to the Med Surge Department and
be utilized as Patient Rooms, Offices, and a Nurse Station.

3. Cardiac Rehab: Currently done in the Med Surge Department. The new Cardiac Rehab
Department will allow the vacated spaces to be given back to the Med Surg Department
and be utilized as a Patient Room.
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ATTACHMENT 11

Background of the Applicant

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

Midwest Medical Center, an Illinois not-for-profit corporation, and an applicant hereto,
owns the following health care facilities: '

Midwest Medical Center, a licensed critical access hospital

Midwest Health Clinic, a rural health clinic

Midwest Health Clinic of Elizabeth, a rural health clinic

Galena-Stauss Senior Care Community, consisting of:
Galena-Stauss Assisted Licing, a 24-apartment assisted living center
Galena-Stauss Nursing Care Center, a 57-bed licensed skilled nursing
facility
An adult day care center

Licensure and certifications of the above-listed facilities are attached.
Midwest Medical Foundation does not own or operate any health care facilities.

2. A listing of all health care facilities currently owned and/or operated in Illinois, by any
corporate officers or directors, LLC members, partners, or owners of at least 5% of the
proposed health care facility.

None (other than those identified under #1 above).

3. For the following questions, please provide information for each applicant, including
corporate officers or directors, LLC membets, partners, and owners of at least 5% of the
proposed facility. A health care facility is considered owned or operated by every person
or entity that owns, directly or indirectly, an ownership interest.

a. A certified listing of any adverse action taken against any facility owned and/or
operated by the applicant, divectly or indirectly, during the three years prior lo
the filing of the application.

b. A certified listing of each applicant, identifying those individuals that have been
cited, arrested, taken into custody, charged with, indicted, convicted, or tried for,
or pled guilty to the commission of any felony or misdemeanor or violation of the
law, except for minor parking violations; or the subject of any Juvenile
delinquency or youthful offender proceeding. Unless expunged, provide details
about the conviction, and submit any police or court records regarding any
matters disclosed.

c. A certified and detailed listing of each applicant or person charged with
Sfraudnlent conduct or any act involving moral turpitude.

d. A certified listing of each applicant with one or more unsatisfied judgements
against him or her.
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e. A certified and detailed listing of each applicant who is in default in the
performance or discharge of any duty or obligation imposed by a judgment,
decree, order or directive of any court or governmental agency.

By their signatures to the Certification pages to this application, each of the applicants
certify that no adverse action has been taken against Midwest Medical Center or Midwest
Medical Foundation, or any facility owned or operated by Midwest Medical Center or
Midwest Medical Foundation, directly or indirectly, within three (3) years prior to the filing
of this application. For the purpose of this certification, the term “adverse action” has the
meaning given to it in the Illinois Administrative Code, Title 77, Section 1130.

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.

By their signatures to the Certification pages to this application, each of the applicants
authorize the HFSRB and DPH to access any documents necessary to verify the
information submitted, including, but not limited to: (i) official records of DPH or other
State agencies; (ii) the licensing or certification records of other states, when applicable;
and (jii) the records of nationally recognized accrediting organizations.

If, during a given calendar year, an applicant submits more than one application for
perniit, the documentation provided with the prior applications may be utilized to Sulfill
the information requirements of this criterion. In such instances, the applicant shall
attest that the information was 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 can submit amendments to previously
submitted information, as needed, to update and/or clarify data.

N/A — no other applications for permit have been submitted by any of the applicants in this
calendar year.
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02-09-16,08: 26AM; T 1217-762-0382 # 1/ 2

Midwestorn Consortium
Divislon of Survey and Certiffcation

CMS Cenification Namber (CCN): 14-8511

February 18, 2011
(Via Cenified Mail)
Keri Connor
Practice Manager
Midwest Health Clinic
One Mcdical Center Drive

Qalena, lllinois 61036
Dear Ms. Conner:

The Centers for Medicare & Medicald Serviees (CMS) hes acocpted your request for
participation as a provider-based rural heslth olinlc In the Medicare progeam (Titlo XVIH of the
Soclal Seourity Act), Your efiective date of participstion is Dacember 5, 2010,

Your National Provider Identifier (NPT) is your primary {dentificr for afl health Insurance billing.
The NP should ba entered on.all forms and correspendence relating to the Medicare program. In
addition, you have been assigned the CMS Certification Number (CCN) shown above; piess
provide it when contacting this office, when contacting the Ilinos Department of Public Health

(IDP1), or any time {t is requested,

National Qovernment Sorvices has been authorized to serve as your figoal intermediary. Any
bille previously submitted for Medicare Part B relmbursemant for services after the affactive dats
of participation ns a rural health elinic should not b resubmitted to your intermediary,

When you rmiske general inquiries to your fiscal intermediary (RI) andfor Medlene
Administrative Contractor (MAC), yon will bs prompted to give efthor your provider teansaotion
access number (PFTAN) or CCN, Thess jdentification numbers are used as authentication
clements when inquiring about beneficiary- and elaim-gpsoific information. When prompted for
your PTAN, give your CCN. Plesss note that the procegsing time of your Medloare approvat for
billing may take several weeks after your receipt of this notice of spproval. For quastions related
to billing, please contact Nutione] Government Services directly.

Your particlpation a3 1 RHC under tlie Medicare program will also be sccepted as certification as
o REC under the Madicaid program. If you need information about payment for RHC servicas
under the State plan for medical rssistance, please contact the Xltinois Department Healthosre and
Family Servicas. .

.

233 North Michigan Avenus Richard Bol‘ltns Federal Bullding
© Sulte 609 601 East 12 Sweet, Room 238
Chicago, Wiinols $0503-5519 Konsas City, Missourf 641062808
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02-08-16; 08: 26AM; i217-782-0362

Pags 2 .
Keri Connor

The IDPH has advised yon of certain deficioncios which were noted during the survey of your

sural health olinic, We have reviewed your written plan for correcting the deficiencles and have
deterynined thet your plan {s aceaptable. We expeot that you will correct the deficiencles within
the time framos specified {n your plan of corection. Tho IDPH will verify convestion of the
deficiencjes. .

¥'you are dissatiefied with the effeotive date of Medicare pardcipation indicated ahova, you may
request that the detarminstion of the' sffective dato be reconsidered. The request must be
submitted in writing to this office within 60 days of the dats you reoeive this notice, The requast
for reconsideration must state the Issues or the findings of fect with which you disagree and the
reasons for disagreement, .

Regulations at 42 CFR 489,18 require that providers notify CMS when there is a changs of
ownership, Therefore, you must notify this office promptly if there is 2 change in your legal
status as owncr of this facjlity, You should report to the IDPH sny changes in staffing, servicas,
or organfzation which might affect your certificetion status,

' We welcomo your participation and look forward to working with you In the administration of

the Medicare program. If you have any questions about thia letter, please contact Stophanie
Ysrael at (312) 353-2008.

' Sincerely,

i/
Mal Le-Yuen
Principal Program Representative
Non-Long Term Care Certification
& Enforceraent Branch

cc:  Ilinois Department of Public Health
Ilinois Depariment of Healthosrs and Family Services
Natjonal Government Services
Hlinols Foundation for Quality Health Care
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NI M

State of Hlinois
Department of Public Health

EICENSE, PERMIT, CERTIFICATION, REG!STRATI_O_I\j

pears on this certiikate has comphied with the

The person, tiem of carporation whote name o
provislons of the Winols Stotutes and’or rules an
engoge in the activily as indicated below.

i Ez .D. Issred under tha authority of
Ngozi B ike, M.D The Stata of llfinols

Director Dapartment of Public Healih
G i

" TSRO
12/05/2022 0049718

d regutations and & herehy autherized to

LONG TERM CARE LICENSE CATEGORY BGBE
SKILLED 57

57 TOTAL BEDS
BUSINESS ADDRESS
LICENSEE

UNRESTRICTED

MIDWEST MRDICAL CENTER

2 GALENA STAUSS NURSING HOME
A% - 215 BUMMIT STREET
' GALENA 11, 61036 7
EFFECTIVE DATE: 12/06/21 <3

Thi Fave b thas Tronvi: bua 3 colptod Bocar g, Prvied by Autretvity ot the R of Whnwis » 5NG

V’%ﬂﬁfmﬁwi%‘?ﬁ\ﬁ%%%?@ﬁéﬁ’%%&m%ﬁww
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midwest
MEDICAL CENTER

September 19, 2022

Ms. Debra Savage

Chairperson

Illinois Health Facilities and Services Review Board
525 West Jefferson St.— 2™ Floor

Springfield, IL62761

Re: No Adverse Actions/Authorized Access to Information

Dear Ms. Savage:

| hereby certify that no adverse action has been taken against Midwest Medical Center (the “Medical
Center’) or Midwest Medical Foundation or any facility owned or operated by the Medical Center,
within three (3) years prior to the filing of this application. For the purpose of this letter, the term
“adverse action” has the meaning given to It In the lllinois Administrative Code, Title 77, Section 1130.

| hereby authorize the Health Facilities and Service Review Board (“Board”} and the Illinois Department
of Public Health ("IDPT”) to access any documentation they find necessary to verify any documentation
or information submitted, including but not limited to official records of IDPH or other State agencies
and the records of natlonally recognized accreditation organizations. | further authorize the Beard and
IDPH to obtain any additional decumentation or information that Board or IDPH deems necessary to
process the application.

If you have any questions, please let me know.
Sincerely,

Tracy L Bauer
CEO and President
Midwest Medical Center

Subscribed and sworn to before me this ‘q‘hmday of September, 2022,

U DI

Signature of Notal’v Pubtic

o p
KRISTENC&L i
TTERSON ! . -
Mic§ A RUBYE- STAIEQFANOS Midwest Health Clinic Midwest Senior Care
1 ;«:'O'I (P m:: b | Medical Cenfer Diive, Galena, IL 61036
! Medizg RnRR $ 117 N. Main Street, Eizabeth, 1L 61028 il Lo e
1340 ! -

(815} 776-7381 or {815) 858-2238
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ATTACHMENT 12

Purpose of Project

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

Midwest Medical Center's primary purpose is to provide healthcare services to the residents of the Jo
Daviess County and the surrounding area. Midwest Medical Center is seeking, through this project, to
improve the overall experience for patients and to allow future growth in surgical, rehabilitation, primary
care, behaviaral health, and specialty providers, which in turn will improve the accessibliity of these needed
healthcare services for the people of Galena.

The proposed campus expansion and design will feature the following elements to promote a holistic
integration of wellness and healthcare:

Dedicated entrance to the clinic to provide a centralized access point for cutpatient services; this
entrance will include a drive-under canopy for pafients in addition to a new lobby, atrium,
conference center and restrooms.

« Three-level clinic addition, which will include a lower and main level to expand the rehabilitation
department and wellness center, as well as second floor addition and remodel to expand the
primary care, behavioral heaith, and specialty clinics and add space to accommodate medical
infusion services.

» Remodel of the primary care, behavioral health and specialty clinics to allow for collaborative team-
based care between patients and providers, which will allow for patient needs to be addressed
through a coordinated effort among multiple providers, The implementation of team-based care
will improve health outcomes as well as the patient experience.

«  Expansion of the specialty clinic, which is currently operating out of converted inpatient rooms. This
expansion will allow for future growt in the recruitment of medical and surgical specialties, which
will create better access to these services for the people of Galena who currently need to travel
over an hour to access this care today.

» Expansion and remodel of the rehabilitation department to expand the waiting area, reception area,
and treatment space for physical therapy, occupational therapy, and cardiac/puimonary
rehabilitation, which will alleviate capacity constraints and aliow for future growth in providers and
patients served. Expansion of the department will also facilitate additional space for the wellness
center, which currently shares space with the rehab department and is one of the only public fithess
centers in the community that offers personal training, fitness classes, and cycling classes.

» Remodel of the surgery department to add additional pre/post-operation rooms and a new
procedure and endoscopy room to accommodate future growth in surgeries and procedures.
Further, the remodel will service to improve the support infrastructure and storage within the
department to facilitate growth in the number of operating rooms when needed in the future.

2. Define the planning area or market area, or other relevant area, per the applicarnt’s definition.

The Planning Area for the project is B-2,

The primary setvice area (PSA) is Galena, lllinois, zip code 61036. The secondary service area (SSA)
is defined as Elizabeth (61028), Scales Mound (61075), East Dubuque (61025), Stockton (61085),
Hanover (61041} and Apple River (61001), lllinois. Both the PSA and SSA fall within the Planning Area.
For CY2020 and CY 2021, approximately 62.8% and 69.5% of the Hospital's discharges came from
the PSA, respectively, and 30,.9% and 29.7% came from the SSA, respectively. In total, 93.7% and
99.2% of the Hospital's discharges came from the total service area (PSA + SSA), respectively.

3. Identify the existing problems or Issues that nead to be addressed as applicable and appropriate for the
project.
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Midwest Medical Center has converted as many areas of the hospital and clinic space as possible to
treatment and exam rooms: however, there is no more space within the hospital to convert in order to
accommodate patients or to allow for opportunities for growth. The modernization and expansion
project will allow for future growth in surgical, rehabilitation, primary care, behavioral health, and
specialty providers and will enable greater access to care within the Galena community and surrounding
area.

Cita the sources of the documentation.

Financial Feasibility Study for Years Ending September 30, 2022 Through 2026 (Forecasted) for
Midwest Medical Foundation and Affiliate, prepared by Wipfii.

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

The modernization and expansion project will improve the overall experience for patients of Midwest
Medical Center. The multi-level expansion and renovation of existing facilities will alleviate space
constraints and design inefficiencies at the hospital that current impede the patient experience and
the ability to grow services. The expansion will also support future growth in surgical, rehabilitation,
primary care, behavioral health and specialty providers.

Among the improvements will be an expansion and remodel of the rehabilitation department which will
include additional space for the weliness center {which currently shares space with the rehab
department) and is one of the only public fitness centers in the community that offers personal training,
fitness classes and cycling classes.

In addition, the expansion of the specialty clinic will allow for growth in the recruitment of medical and
surgical specialties that are not currently available and for which residents of Galena currently need
to travel over an hour in order to access.

The construction and remode! will occur over three distinct phases, which are designed to allow the
Hospital to continue operating its clinical departments completely with no disruption of services.

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

The goals of this project are to be able to provide the services needed for our patients without long
wait times for these services. In order to obtain this goal, Midwest Medical Center will hire 33.4
additional full-time equivalents in the next five years as we will have the space to expand.

Forecasted
2022 2023 2024 2025 2026
Salaries and Wages ¢ 13,756,103 S 15,427,886 $ 16,247,479 § 17,419,480 5 18,551,831
FTEs 180.2 193.4 197.1 206.7 213.6
Average Salary/FTE 5 76,338 § 79,772 S 82,433 § 84,274 S 86,853
Salarles as a percent of patient and
resident service revenue 42.3% 41.4% 40.7% 40.5% 40.9%
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We will aiso increase the number of physical-therapist by one each year for the next three years
which is a part of the numbers above. Currently, we don't have enough treatment rooms to hire
any additional staff to treat patients.

We will hire a full-time psychiatrist and another licensed social worker to treat patients in our
behavioral health suite within one year of the expansion. We currently use tele-health to provide
this service and the wait times are increasing due to limited availability.
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ATTACHMENT 13

Alternatives

Alternative #1 — Convert Existing Hogpital Space

Midwest Medical Center has converted as many areas of the hospital and clinic space as possible to
treatment and exam rooms. This has served us for the past 10 years, However, the hospital has no more
area to convert to accommodate patients. Costs were not calculated for this alternative because no feasible
space was possible to accomplish the intended purposes of this project.

Alternative #2 — Utilize Existing Senior Care Campus Space

Midwest Medical Center explored using existing space owned by it at the Senior Care Campus. However,
that space is currently being used by the Galena Food Pantry and a local church, Midwest Medical Center
felt that those services are of significant importance to the well-being of the community so did not explore
this alternative any further. Costs were not calculated for this alternative because it was not a desired option.

Alternative #3 — Purchase New Facility in Elizabeth, Illinois

Midwest Medical Center explored the alternative of purchasing a facility in Elizabeth, Illinois, but
determined that this would not meet the needs of the organization long-term. The short-term cost of the
purchase of a building in Elizabeth was $500,000; however, asbeslos concerns arose with respect to the
subject property and this option was ultimately removed..

Alternative #4 — Expansion Options

In 2019, Midwest Medical Center hired Wipfli to do a space plan for the organization as we evaluated the
need for additional space by each service area.

‘The initial proposal for the project was 78,487 square feet of expansion and remodel space. This was 40,793
square feet over the facility master plan that was completed by Wipfli. This initial proposal included a
remodel of dietary and administration, as well as a much larger clinic area. The cost estimate was between
$45,434,102 and $49,956,693.

See below:
Space Master Plan (sq. ft.) Proposal Difference
(sq. ft.)

Clinic  Afrium and 3356 5616 2260
Lobby

Conference Center 1818 2195 377
Kitchen/Servery 3235 4214 979
Surgical Department 0 3520 3520
Rehab/Wellness 14,680 33,645 18,965
Center

Administration 0 2630 2630
Specialty Care Clinic 5605 14,700 9,095
Primary Care Clinic 9,000 11,967 2,033
Totals: 37,694 78,487 40,793
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Midwest Medical Center determined that the projected cost was significant and not financially feasible, and
therefore decreased the overall size of the project. The chosen alternative was determined to meet the needs
of the service area while being financially viable in the long term. The projected cost of the project is not

$11,000,000 less than the originally proposed alternative.
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ATTACHMENT 14

Size of Project

The proposed design for expansion reconfigures existing space to accommodate additional pre/post
rooms, new procedure room, new endoscopy room along with shell space for a future operating
room. The design also focuses on improving central processing, PACU, expanding clean storage,
and equipment storage.

Summary of methodology used in determining proposed sizes of spaces:

o

Future Operating Room: The future proposed operating room size was determined by matching
existing operating room sizes. The existing rooms are adequately sized for current needs and
are large enough to accommodate potential future technologies or other types of surgical
procedures that could be potentially performed in these rooms. Based on current data, the
proposed operating room size was determined by using this methodology.

Surgical Procedure Room: With the increase in number of surgical cases, the feasibility of
scheduling minor procedures within the operating rooms has become increasingly difficult to
accommodate. The proposed surgical procedure room sizing was based on what could be
achieved within the parameters of remodeling portions of the existing space of an equipment
alcove and soiled utility room.

Endoscopy Procedure Room: The procedure room is needing to be relocated since the current
location doesn’t meet minimum facility design guideline requirements. In addition to the room
being undersized, the procedure room also needs to be relocated to provide additional space for
Phase I recovery., An existing storage room and redundant janitor closet are intending to be
modified to accommodate the proposed relocated procedure room along with decontamination
and clean work areas to have direct adjacency.

Post — Anesthesia Recovery Phase II: Additional recovery spaces are needed to accommodate
the increased and anticipated volume of cases. Existing room sizes were used in determining
the size of the proposed new spaces.

1. No discrepancies. See table below:
SIZE OF PROJECT
DEPARTMENT/SERVICE PROPOSED STATE DIFFERENCE MET
BGSF/DGSF STANDARD STANDARD?
Surgical Operating Room
(Class C) (Future OR -
Shell Space) 644 2750 Under 2,106 Yes
Surgical Procedure Room
(Class B) 230 1100 Under §70 Yes
Endoscopy Procedure
Room (Class B) 260 1100 Under 840 Yes
Post-Anesthesia
Recovery Phase 11 480 2 x400 =800 Under 320 Yes
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ATTACHMENT 16
Tota! gross square footage (GSF) of the proposed shell space is 644,

The shell space will be used as potential storage for the surgery department. The initial plan was
to increase the storage space that eventually would be converted to a third operating room when
the volumes increased. However, it was evident that this was a short-term sclution as we would
need to add additional space for storage as soon as the third operating room was needed. Hence
the reason, the design now centains shell space.

The shell space is being constructed due to experienced increases In surgical volume. When
Midwest Medical Center opened in 2007 we had no surgeons and 1 family practice physician that
was performing colonoscopies. in fiscal year 2022, we have 10 surgeons operating out of two
operating rooms and 2 family practice physicians performing colonoscopies.

Historical utilization for the surgery department for the latest five-year period is as follows:

2018 2019 2020 2021 2022

416 415 454 554 575

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 is as
follows:

2023 2024 2025 2026 2027 2028

638 839 934 1015 1043 1074
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ATTACHMENT 17

By their signature on the certification page, the applicants hereby verify that Midwest Medical
Center 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 invalved.

Based on the expected growth within the surgery department, the estimated date by which the
subsequent CON application (to develop and utilize the subject shell space} will be submilted is
within fiscal year 2027, and

The anticipated date when the shell space will ba completed and placed into operation will be within
fiscal year 2028,

Page 069 Attachment 17



#22-037

ATTACHMENT 31

Clinical Services 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):
N/A - There are no changes to numbers of rooms in this project.
3. See below.

Service to the Planning Area Residents

The Planning Area for the project is B-2.

The primary service area (PSA) is Galena, 1llinois, zip code 61036. The secondary service area (SSA) is
defined as Elizabeth (61028), Scales Mound (61075), East Dubuque (61025), Stockten (61085), Hanover
(61041) and Apple River (61001), lilinois. Both the PSA and SSA fall within the Planning Area. For
CY2020 and CY 2021, approximately 62.8% and 69.5% of the Hospital’s discharges came from the PSA,
respectively, and 30.9% and 29.7% came from the SSA, respectively. In total, 93.7% and 99.2% of the
Hospital’s discharges came from the total service area (PSA + SSA), respectively.

As a result, the primary purpose of the proposed project is to provide care to the residents of the Planning
Area.

Service Modernization — Negessary Expansion

All of the component clinical services associated with the project are already provided at Midwest Medical
Center. The project is considered as necessary expansion.

Rehabilitation Department and Wellness Center

The clinic addition and remodel will include a lower-level rehabilitation department and a weliness center.
The lower level will include a walking / tunning track, studios, restrooms, and private treatment rooms for
both rehabilitation patients and wellness members. The main level addition fo the rehabilitation department
and wellness center will allow direct access to the clinic for patients and a separate 24-hour entrance to the
wellness center for filness members. The new rehabilitation department and wellness center witl include a
new rehab & wellness gym, lockers rooms, semi-private treatment rooms and a new cardiac rehab

department.

The existing rehabilitation department will be remodeled into a new waiting area, reception area, privatc
treatment rooms, occupational therapy, private & semi-private offices, and support spaces. The addition
and remodeling to the rehab and wellness center was designed to allow the current department to stay open
for the entire duration of construction.

Historical and Forecasted Utilization Statistics

Historical Forecasted
2019 | 2020 | 2021 2022 | 2023 | 2024 | 2025 [ 2026
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Physical 14,003 | 12,281 15,387 | 16,165 | 17,835 | 19,854 22,095 | 23,065
Therapy
cases

Occupational | 1741 1596 1760 1802 ing 3504 3553 3604
Therapy
Cases

Speech 450 712 980 987 994 1002 1010 1019
Therapy
Cases

Cardiac 1014 1106 1288 1394 1526 1766 1890 1944
Rehab Visits
Pulmonary - 19 80 188 206 238 255 262
Rehab Visits

Management plans to recruit additional physical and occupational therapists. The Medical Center currently
employs 10.1 physical therapy FTES, a 1.0 FTE occupational therapist, and 1.0 FTE speech therapist. Space
in the current physical and occupational therapy departments is limited and can support limited future
provider growth, which results in long appointment wait-times (up to 3 weeks) for new and current patients.
The proposed construction project will alleviate space shortages and provide additional space to recruit
more therapists and reduce appointment wait times, and thus, improve patient accessibility to care.

Behavioral Health Department and Infusion Department

The second-floor addition and remodel will allow the clinic to expand the behavioral health department and
add a new infusion department. The behavioral health department will include four behavioral health
offices, telehealth exam room, nurse station, restroom, and a group therapy room. The new infusion
department will include 4 semi-private treatment bays, 1 private treatment room, nurse station, restroom,
and support spaces. The primary care clinic and specialty care clinic will be designed around a collaborative
layout. The new clinic is designed to have a shared waiting area and reception desk. The waiting room will
allow divect access to the specialty care clinic or primary care clinic. The collaborative clinic design will
allow the clinic to share exam rooms, procedure rooms and support spaces. The new clinic design will have
27 exam rooms, 3 procedure rooms along with 3 collaborative work areas for nurses and providers. The
new design will improve patient access and improve staff productivity. The addition and remodeling to the
second-floor clinic was designed to allow the current clinic to stay open for the entire duration of
construction.

Historical and Forecasted Clinic Utilization Statistics

Historical Forecasted
2019 2020 2021 2022 2023 2024 2025 2026
Behavioral - 219 803 892 1199 1868 2232 2296
Health Clinic
Visits

Management anticipates that behavioral health clinic visits will increase throughout the forecast period due
to the recruitment of additional providers, Currently, the Medical Center employs two part-time providers
for a total of 0.4 FTE of coverage. Management anticipates recruiting full-time providers to replace these
part time providers, anticipating the start dates as 11/1/22 and 11/ 1/23 respectively.
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The Medical Center’s Historical and Forecasted Utilization Statistics

Historical Forecasted
2019 2020 2021 2022 2023 2024 2025 2026
Infusion/injection | - - 459 936 1025 1187 1270 1307
units

Surgery Department

The Surgery department will be remodeled along with a new addition. The design will allow for additional
pre/post rooms, new procedure room, and new endoscopy room along with shell space for a future operating
room. The design also focused on improving central processing, PACU, expanding clean storage, and
equipment storage. The surgery department is designed to be remodeled in multiple phases to allow the
current surgery department to stay open for the entire duration of construction.

Historical and Forecasted Utilization Statistics

Historical Forecasted

2019 2020 2021 2022 2023 2024 2025 2026
Surgery 415 454 554 638 839 934 1015 1043
cases
General 135 120 142 122 132 138 146 150
surgery
clinic visits
Orthopedic | 386 490 1063 1901 2064 2161 2292 2358
surgery
clinic visits

Utilization rates for surgical and other outpatient services experiences significant fluctuations in historical
years 2019 and 2021 related to the COVID-19 pandemic and recruitment of additional surgical providers.
Management assumes that surgical volume will continue to increase throughout the forecast period due to
surgical provider recruitment. In historical year 2020, management hired one part-time 0.6 FTE orthopedic
surgeon and increased the FTE coverage of another contracted orthopedic surgeon to 0.5 FTE, which
significantly increased surgery visits from historical years 2020 to 2022.

Atrium, Lobby and Drop Off Canopy

The project also contemplates an expansion of the atrium and lobby, as well as a drop off canopy. The new
clinic entrance and addition will include a new drive under canopy, lobby, atrium, conference center with
public restrooms. The new clinic entrance will give patients and visitors a dedicated entrance that is
separated from the hospital entrance. The new entrance will improve patient access to the clinic and improve
access to all clinical departments.
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ATTACHMENT 34
Availability of Funds
Sources of funds for the project are as follows:
USDA Direct Loan $ 20,750,000
USDA Guaranteed Loan 5,000,000
Equity Contribution 9,000,000
Total sources of funds $ 34,750,000

The USDA Guaranteed Loan portion of the financing will be guaranteed by the USDA through the USDA
Guaranteed Loan program. Under this program, the USDA will guarantee 80% of the loan amount. Monthly
interest payments are forecasted to begin May 1, 2023, with principal and interest payments forecasted to
begin July 1, 2025. The USDA Guaranteed Loan is forecasted to carry an interest rate of 6.5% amortized
over 35 years with final maturity in 2058,

The USDA Direct Loan proceeds are forecasted to refinance the construction foan after the project is
completed, assumed to be at the end of April 2025. Management anticipates it to take 60 days after
construction completion for the inception of the USDA Direct Loan. Monthly principal and interest payments
are forecasted to begin July 1, 2025. The USDA Direct Loan is forecasted to carry an interest rate of 3.25%
amortized over 35 years with final maturity in 2060.

The Intercreditor/Parity Agreement by and between Compeer Financial, FLCA, the United States
Department of Agriculture, Midwest Medical Foundation and Midwest Medical Center is attached.

Financial statements of Midwest Medical Foundation and Midwest Medical Center are attached.
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INTERCREDITOR / PARITY AGREEMENT

By and Between

MIDWEST MEDICAL FOUNDATION and MIDWEST MEDICAL CENTER
(*co-Issuers™)

and
COMPEER FINANCIAL FLCA,
As Servicer for the Secured Rural America Bonds
Series 2019A
(“Servicer”)
And
UNITED STATES DEPARTMENT OF AGRICULTURE,

ACTING THROUGH THE RURAL HOUSING SERVICE
(“USDA”)

Dated as of Aprit 25, 2019
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This Intercreditor/Parity Agreement (“Agreement”) is made and entered into as of
April 25, 2019 by and between Compeer Financial, FLCA, its successor and assigns
(“Servicer”), the United States Department of Agriculture, acting through the Rural
Housing Service (“USDA™), and Midwest Medical Foundation and Midwest Medical
Center, both non-profit corporations, (*co-Yssuers or Co-Issuers”).

RECITALS

WHEREAS, co-Issuers are issuing its Secured Rural America Bonds, Series
2019A in the aggregate principal amount of Three Million and 00/100 dollars
($3,000,000.00), (collectively the “Bonds™) pursuant to a certain Indenture, dated as of
April 25, 2019 (together with any amendments thereto, the “Indenture”), between co-
Issuers, Servicer, and U.S. Bank, National Association, as Trustee for the holders and
owners from time to time of the Bonds; and

WHEREAS, the proceeds of the Bonds are being used by co-Issuers for the
purpose of financing the cost of the Project, as defined in the Indenture, (referred to
hereinafter as the “Project”, located on the real property described in Exhibit A hereto)
and serves as a portion of the financing for said Project; and

WHEREAS, the Bonds are payable as to principal and interest from a dedication
and pledge of co-Issuers income and revenues derived or to be derived from the Project;

and

WHEREAS, in addition to other security described in the Indenture, the Bonds
(hereinafter “Guaranteed Bonds”) will be guaranteed by a Loan Note Guarantee issued
by USDA under the authority of the Consolidated Farm and Rural Development Act, as
amended, and 7 C.F.R. part 3575 subpart A, which will become effective upon completion
of the of the Project and satisfaction of all conditions contained in the USDA. Conditional
Commitment for Guarantee (hereinafter the “Loan Note Guarantee™); and

WHEREAS, in order to obtain the Loan Note Guarantee for the Guaranteed Bonds,
Servicer has been appointed as the “lender of record” and has agreed to act in such capacity
during the term of Loan Note Guarantee; and

WHEREAS, co-Issuers, Servicer, and Trustee have also entered into that certain
Servicing Agreement dated as of April 25, 2019 (together with any amendments, the
“Servicing Agreement”) along with the Indenture of even date to govern the use of the
proceeds of the Bonds for the Project, for the purpose of setting forth the conditions for the
issuance of the Bonds, to establish certain covenants of co-Issuers to be effective until all
payments of principal and interest on the Bonds and all other obligations set forth in the
Indenture have been paid in full and all other obligations have been discharged, and to set
forth certain administrative functions that will be conducted by Servicer as Trustee’s agent
on behalf of the registered owners of the Bonds; and

T e e e
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WHEREAS, co-Issuers obligations under the Bonds and the Indenture and
Servicing Agreement are secured by a security interest in the revenues of the co-Issuers
and Project and other personal property as set forth in that certain Security Agreement
between co-Issuers, Servicer, and Trustee dated as of April 25, 2019, and any amendments
thereto (the “Bonds Security Agreement”) and in addition is secured by all of co-Issuers’s
equipment and fixtures, and a mortgage lien on co-Issuers real estate as set forth in that
certain Mortgage, Security Agreement, Assignment of Leases and Rents, and Fixture Filing
Statement, dated as of April 25, 2019, from co-Issuers to Servicer and Trustee to be
recorded in the Recorder’s Office for Jo Daviess County, Illinois, (hereinafter “Bonds
Mortgage”) (the Bonds Security Agreement, the Bonds Mortgage, and the Deposit and
Control Agreements (defined below), and UCC financing statements permitted under the
Bonds Secutity Agreement and Bonds Mortgage, each as may be amended, are referred to
herein collectively as the “Bonds Security Documents™); and

WHEREAS, USDA has made or will make a Community Facilities loan to the co-
Issuers in the principal amount of Thirty Three Million and 00/100 Dollars ($33,000,000)
(hereinafter “Direct Loan™) for the purpose of providing a portion of the financing for the
Project, which loan is also secured by a pledge of, and security interest in, the revenues of
the co-Issuers and Project and co-Issuers equipment and fixtures as set forth in that certain
Security Agreement and Assignment of Income to be executed contemporaneous to the
issuance of the Direct Loan by co-Issuers as borrower in favor of USDA (hereinafter
“USDA Security Agreements™), and secured by a mortgage lien on co-Issuers real estate
as set forth in that certain Mortgage, which will be granted contemporaneous to the
issuance of the Direct Loan from co-Issuers to USDA and to be recorded in the Recorder’s
Office for Jo Daviess County, Illinois, (hereinafter “USDA Mortgage”) (the USDA
Security Agreements and the USDA Mortgage, each as may be amended, are referred to as
the “USDA Security Documents™); and

WHEREAS, Servicer has also received, or will receive, if applicable, various
deposit agreements and conirol agreements from depository banks and securities brokerage
firms in which the co-Issuers have accounts (collectively, the “Deposi¢ and Control
Agreements”), pursuant to which the depository bank(s) and brokerage firm(s), as
applicable, have acknowledged Servicer’s security interest in the accounts, funds and
investments held by such institution;

WHEREAS, USDA and Servicer have agreed to extend such credit to co-Issuers
provided they are on parity, one with the other, to which co-Issuers consents; and

WHEREAS, the parties hereto wish to set forth herein their agreement regarding,
among other things, the security for the Direct Loan and the Bonds from the Shared
Collateral (as defined below); and

NOW THEREFORE, the foregoing recitals are incorporated herein by reference

and specifically made a part of this Agreement in order to avoid disputes regarding the
priority of their respective security interests and for other good and valuable consideration,
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the adequacy and receipt of which are hereby acknowledged, Servicer, USDA and co-
Issuers agree as follows:

Section 1. Shared Collateral.

1.01 Intent of the Parties. It is the intent of the parties that the
indebtedness and security evidenced by the Bonds Security Documents and the USDA
Security Documents shall be in parity, one with the other as joint secured liens, and that no
party shall have security prior or supetior to that of the other, but that all said security shall
be considered by each of them to be in parity with, that is equal to, that of the other.
Servicer and USDA hereby warrant the validity of their respective bond, loan, and/or
security documents, as appropriate, to the other. Inasmuch as each party shall have bonds,
a promissory note, a loan and/or mortgage of even date and regardless of which is recorded
first on the closing date, the parties agree that so long as amounts are owed to USDA or
Servicer on their respective obligations they shall share in the collateral security, pro rata,
and the liens of each mortgage shall be in parity one with the other as joint record liens.
Each shall have all the rights interest and obligations availed by virtue of its respective
security documents and atl payments made during said permanent loan financing period on
said indebtedness shall be applied by the parties, pro rata based on the Qutstanding
Balances (as such term ig defined below).

The Shared Collateral as that term is defined expressly includes the personal
property secured by the Bonds Security Agreement, That collateral is described in Exhibit
B. Co-Issuers are referred to as “Debtors” in Exhibit B.

1.02 Priority of Security Interests. As between Servicer and USDA,
the liens and security interests in, to and on the Co-Issuers real estate and personal property
as pledged and granted under the Bonds Security Documents and the USDA Security
Documents (hereinafier the “Shared Collateral”), it is agreed that the lien granted to
Servicer pursuant to the Bonds Mortgage and the Bonds Security Agreement shall be pari
passu to the respective security interests in, to or on any of the Shared Collateral granted
to USDA under the USDA Security Agreement, the USDA Mortgage and the Deposit and
Control Agreements, and it is further agreed that the lien on the Shared Collateral granted
under the USDA Security Agreement, the USDA Mortgage and the Deposit and Control
Agreements shall be pari passu to the len granted by the Bonds Mortgage and the Bonds
Security Agreement. Such equal liens and security interests shall be applicable irrespective
of the order of creation, attachment or perfection of any such lens or security interests or
any other priority that might otherwise exist under any applicable law or in equity and
notwithstanding any representation or warranty of the co-Issuers to the contrary,

1.03 Enforcement of Security Interests. Servicer and USDA may,

from time to time in their sole discretion, and subject to the terms and provisions of this
Agreement and federal regulations at 7 C.F.R. part 3575 subpart A, exercise and enforce
any or all of their respective rights, remedies, privileges and powers under the Bonds
Security Documents and USDA Security Documents, at law or in equity as they may
determine to be necessary or appropriate (including without limitation, any collection, sale,
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transfer or other disposition of all or any portion of the Shared Collateral) upon and during
the continuance of co-Issuers Default (as such term is defined below). The parties hereto
agree that any proceeds received from the sale of the Shared Collateral shall be applied
towards payment of the Bonds and the Direct Loan, on a pro rata basis between Servicer
and USDA, based on the pro rata amount of the outstanding balances due each of them on
the Bonds and the Direct Loan (the “Outstanding Balances™), which amount shall exclude
any additional interest or premium due because of default. For purposes of the foregoing,
the amount loaned by Servicer is the principal amount of all outstanding Bonds held by all
Bondholders. Servicer and USDA each agree that it shall not seek to restrain or enjoin the
exercise by the other party of any such rights, remedies, powers or privileges granted under
the Bond Security Documents and the USDA Security Documents, as long as each party
complies with the provisions of this Agreement. Notwithstanding the foregoing, the taking
of foreclosure actions under the Bonds Mortgage and/or the USDA Mortgage must be taken
together as long as the debt secured by each morigage remains outstanding. In addition, in
the event collection expenses are incurred including attorney’s fees, title expenses, court
costs, or other out-of-pocket costs that cannot be recovered as a part of the collection
procedure from co-Issuers, USDA, and Servicer shall each assume responsibility for
payment of their own such costs and expenses.

1.04 Regular Payments. In the event adequate funds are not available
from co-Issuers to meet regular installments on the Bonds and the Direct Loan, the funds
available will be apportioned to payment on the Bonds and the Direct Loan based on the
respective current instaliments of principal and interest due.

1.05 Receipt of Proceeds. If Servicer or USDA receives any proceeds
(whether in cash, securities or other property) from any disposition of all or any of the
Shared Collateral at any time prior to the payment in full in cash of the Direct Loan and
the Bonds, such proceeds shall be received in trust for the benefit of Servicer and USDA,
and the applicable pro rata share of such proceeds, based on the Outstanding Balances,
shall be promptly paid over or delivered and transferred to the other party for application
towards the payment of the outstanding amounts due under the Bonds or the Direct Loan

as the case may be,

1.06 Insurance and Condemnation. All insurance required by Servicer
and USDA shall be written with both Servicer and USDA as co-additional insureds and

loss-payee’s, that in the event of damage to or destruction of all or any portion of the
premises by fire, wind or other casualty, the proceeds of any insurance fund or settlement
sum shall be paid to and applied by the Servicer and USDA, pro rata, based on the
Qutstanding Balances. However, by mutual agreement, Servicer and USDA may permit
co-Issuers to repair or rebuild the damaged or destroyed portion of the premises. In
addition, the parties acknowledge and agree that any condemnation award is hereby
assigned to USDA and to Servicer, pro rata, based on, and to the extent of, the Outstanding
Balances and that USDA and Servicer are further authorized by co-Issuers to execute and
deliver all documents to carry out the award and the right to appeal therefrom.
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Section 2. Default

2.01 - Co-Issuers Default, In the event of a default by co-Issuers under
the provision of either of the Bonds Security Documents or the USDA. Security Documents
(a “Co-Issuers Default”), such default shall be treated as a default of all indebtedness due
both USDA. and Servicer and either or both shall have the right to enforce their obligations
as if default occurred on all such obligations and covenants.

2.02 Notice of Default and Exercise of Remedies. Servicer and USDA,
or its representatives, shall give to each other prompt written notice of any Co-Issuers
Default of which it has knowledge and which will likely result in the taking of remedial
actions under the Bond Security Documents or the USDA Security Documents, and which
default has not been cured within any applicable notice and/or cure period. “Remedial
actions” include, but are not limited to, the payment of Protective Advances (defined

below.)

2,03 Protective Advances. Protective Advances to be made by the
Servicer and/or USDA for the mutual protection of said parties shall be shared, pro rata,
based on the Outstanding Balances, and shall be reimbursed form the sale or disposition of
collateral. For purposes of this Agreement, “Protective Advances” are payments made by
Servicer or USDA for such items as insurance or taxes to protect the lien and security
interests of either party under the Bonds and the Direct Loan as applicable.

2.04 No Waiver of Provisions. No right of any party to enforce the
provisions of this Agreement shall at any time, and in any way, be prejudiced or impaired
by any act or failure to act on the part of the co-Issuers, or by any act or failure to act, in
good faith, by such party, hereunder.

2,05 Disposition of Shared Collateral on Default. In the event of any
sale or disposition of Shared Collateral by reason of default, the proceeds received shall be

shared pro rata between the Servicer and USDA according to the Outstanding Balances
due each upon theit respective obligations at the time of said coliection. In the event
collection expenses are incurred including attorney’s fees, title expenses, court costs, or
other out-of-pocket costs that cannot be recovered as part of the collection procedure from
the debtor, that Servicer and USDA shall each assume responsibility for payment of their
own such costs and expenses.

2.06 Reliance on Judicial Order or Certificate of Liquidation Agent.
Upon any payment or distribution of the proceeds of the Shared Collateral or any other

assets of the co-Issuers to satisfy payment of the Direct Loan or the Bonds, Servicer and
USDA, each shall be entitled to rely upon any order or decree entered by any court of
competent jurisdiction in which such proceeding is pending, or a certificate of the trustee
in bankruptcy, receiver, liquidating trustee, or assignee for the benefit of creditors making
such payment or distribution, delivered to either party for the purpose of ascertaining the
persons entitled to participate in such payment or distribution.
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2.07 Deposit and Control Agreements. USDA and Servicer agree that
the Deposit and Control Agreements, if applicable, are included as part of the Shared
Collateral and that any funds or other assets received through the exercise of rights or
remedies under such agreements will be shared between USDA and Servicer pursuant to
the terms of this Agreement for payments on the Direct Loan and on the Bonds.

Section 3, General Coordination.

3.01 No Prejudice or Impairment of Rights: Remedies Cumulative.

(8  The rights under this Agreement shall, to the fullest extent permitted by
applicable law, remain in full force and effect without regard to, and, except as otherwise
expressly set forth herein, shall not be impaired or affected by:

(i) any act or failure to act on the part of the co-Issuers;

(if)  any extension or indulgence in respect of, or any other change in the
time, manner or place of, any payment or prepayment of any of the Bonds,
the Direct Loan or any part of either financing;

(iii) any amendment, restatement, modification or waiver of, or addition
or supplement to, or deletion from, or compromise, release, consent or other
action in respect of, any of the terms of the Bonds, the Direct Loan, or of
any of the documents relating to such financings;

(iv) any exercise or non-exercise by Servicer or USDA of any right,
power, privilege or remedy under or in respect of the Bonds, the Direct
Loan, or as applicable, or under this Agreement, or any waiver of any such
right, power, privilege or remedy or of any event of default or default in
respect of the Bonds, the Direct Loan, as applicable, or this Agreement, or
any receipt by any holder of the Bonds, the Direct Loan, or any other person
acting on behalf of such holder or holders, of any security for, or guaranty
of, or any failure by any such person to perfect or enforce a security interest
in or guaranty of, or any release by any such person of any security for, or
guaranty of, the payment of the Bonds or the Direct Loan;

(v)  any merger or consolidation of the co-Issuers into or with any other
entity, or any sale, lease or transfer of any or all of the assets of the co-
Issuers to any other entity or person;

(vi) the absence of any notice to, or knowledge by, any party of the
existence or occurrence of any of the matters or events set forth in the

foregoing subdivisions (i) through (v);
(vii) any legal proceedings affecting the co-Issuers; or
e ey ey
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(viii) any other circumstance whether similar or dissimilar to the
foregoing,

(b) No failure on the part of Servicer or USDA to exercise, and no delay in
exercising, any right, remedy, power or privilege hereunder or under the Bonds Security
Documents or the USDA Security Documents, shall operate as & waiver of any right,
remedy, power or privilege; nor shall any single or partial exercise of any right, remedy,
power or privilege preclude any other or further exercise of any other right, remedy, power
or privilege thereunder or at law or equity. The rights, remedies, powers and privileges
provided to the parties under this Agreement shall be cumulative and not exclusive of any
rights, remedies, powers and privileges provided by law or in equity or otherwise.

Section 4. Limitations on Actions by Parties,

4.01 Initiation of Proceedings. In accordance with federal regulations
at 7 C.F.R. part 3575 subpart A, either USDA or Servicer, provided Service has first
obtained USDA’s concurrence, shall be permitted to directly or indirectly initiate any
action or proceeding to enforce, foreclose or otherwise realize upon any Shared Collateral
or exercise any of its rights or remedies with respect thereto. Notwithstanding the
foregoing or anything to the contrary set forth in this Agreement, the owners of the
Guaranteed Bonds may enforce their rights under the Loan Note Guarantee in accordance
with the provisions thereof without reference to any action taken or to be taken by any
party under this Agreement, and without notice to, or approval by, any party under this

Agreement.

4,02 Preservation of Rights. Subject to the limitations thereon set forth
in Section 4.01, nothing herein shall be deemed to prohibit Servicer or USDA. from (i)
making demands upon the co-Issuers for the payment of amounts from time to time then
due and payable pursuant to the Bond or the Direct Loan respectively or (ii) taking such
actions as Servicer or USDA reasonably deems necessary or desirable to perfect, maintain
and preserve the security interests created in favor of USDA and Servicer, as applicable,

in and to the Shared Collateral.

Section 5. Assignments of Claims. Neither Servicer nor USDA shall assign,
pledge, mortgage, grant a security interest in, sell or otherwise transfer their rights under
this Agreement to any petson; provided, however, that this Section 5 shall not prohibit (a)
Servicer or USDA. from being removed or replaced by a successor in their respective
capacities, and (b) a sale or transfer of all or any portion of the Bonds or the Direct Loan,
as applicable, to any other person in accordance with the terms thereof,

Section 6. Miscellaneous.
6.01 Notices and Other Communications.

(a)  Except as provided by 7 CF.R. part 3575 subpart A, or as expressly
otherwise provided herein, all notices, requests, demands, consents, instructions or other
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communications to or upon the parties to this Agreement shall be deemed to have been
duly given or made only when delivered in writing, electronic mail, or by telecopy to the
party to which such notice, request, demand, consent, instruction or other communication
is required or permitted to be given or made hereunder, at the addresses (whether physical
or electronic) or telecopy numbers of the parties, and to the attention of the person,
specified below, or to such other address (whether physical or electronic), telecopy number
or attention as any party may hereafter specify to the others in writing in accordance with
this Section 6.01:

@) If to Servicer: Compeer Financial
1921 Premier Drive
Mankato, MN 56001
Atin; Mission Financing
507-344-5088 (telecopy)

(i) Ifto USDA: USDA Rural Development
312 E. Backbone Road, Suite E
Princeton, IL 61356
Attn: Community Programs
855-833-9903 (telecopy)

(iii) If to co-Issuers: Midwest Medical Foundation & Midwest Medical Center
One Medical Center Drive
Galena, IL. 61036
Attn: Chief Executive Officer
815-777-2560 (telecopy)

(b)  All notices and other communications hereunder shall be in writing and
shall be deemed to have been duly given if mailed or transmitted by any standard form of
telecommunication.

6.02 Reinstatement. Notwithstanding anything herein to the contrary,
the obligations, covenants and agreements of Servicer and USDA, as applicable, shall
continue to be effective, or be reinstated, as the case may be, if at any time any payment of
any of the Direct Loan or Bonds is rescinded or must otherwise be restored or returned by
the owner thereof as & result of bankruptcy or insolvency proceedings of the co-Issuers, or
upon or as a result of the appointment of a receiver, intervenor or conservator of, or trustee
or similar officer for, the co-Issuers or any substantial part of its property, or otherwise, all
as though such payment had not been made.

6.03 Representations and Warranties. Each party to this Agreement
represents and warrants for the benefit of the other parties to this Agreement that this

Agreement has been duly authorized, executed and delivered by it and constitutes its legal,
valid, binding and enforceable obligation, enforceable against it in accordance with the
terms of this Agreement, except as provided in Section 6.12 below, and except to the extent
such enforceability may be limited by the effect of any applicable bankruptcy, insolvency,
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reorganization, moratorium or similar laws affecting creditors’ rights generally and by
general principles of equity.

6.04 Additional Financing, Any additional loans or other financing
made to co-Issuers by Servicer, USDA or any entity not party to this Agreement shall not
shete in the benefits of this Agreement and any liens securing said loans or other financing
on property described in this Agreement shall be subsequent and inferior to the joint and
parity lien granted herein.

6.05 Further Assurances. Each party to this Agreement covenants and
agrees that it shall promptly execute and deliver from time to time all further instruments
and documents, and take such further actions, that may be necessary or desirable, or that
any other party to this Agreement may reasonably request, in order to protect, exercise or
enforce any right, remedy or interest granted or purported to be granted hereunder.

6.06 Controlling_Agreement. In the event any provision of this
Agreement conflicts with any provigion of the Bond Documents or the Direct Loan, the
provisions of this Agreement shall control. This Agreement, however, does not supersede
any provision contained in RD Instruction 3575-A, USDA Form RD 449-34 Loan Note
Guarantee or USDA-RD Form 449-35 Lender’s Agreement. In the event any provision of
this Agreement conflicts with any Rural Development instructions (including 7 C.F.R. part
3575 subpart A), USDA Form RD 449-34 Loan Note Guarantee or USDA-RD Form 449-
35 Lender’s Agreement, the Rural Development instructions and form documents shall

control.

6.07 Binding Effect. This Agreement and all of the terms of this
Agreement shall be binding upon, and shall inure to the benefit of and be enforceable by,
the parties to this Agreement and their respective successors and permitted assigns.

6.08 Termination, This Agreement and the rights and obligations
created hereby shall continue to be effective until the Direct Loan or the Bonds have been
paid in full provided that the provisions of Section 6.02 shall remain operative. Neither
Servicer nor USDA shell accept tender of the final payment from co-Issuers, or the Trustee
with regard to payments on the Bonds, without first notifying the other to verify that all
requirements of this Agreement have first been met before accepting said final payment.

6.09 Third-Party Beneficiaries. There shall be no third-party
beneficiaries of the obligations of the parties hereunder.

6.10 Headings Descriptive. The headings of the several Sections of this
Agreement are inserted for convenience only and shell not in any way affect the meaning

or construction of any provision of this Agreement.

6.11 Counterparts. This Agreement may be executed in any number of
counterparts and by the different parties to this Agreement on separate counterparts, each
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of which when so executed and delivered shall be an original, but all of which shall together
constitute one and the same instrument.

6.12 Governing Law; Submission to Jurisdiction. THIS
AGREEMENT AND ALL ISSUES HEREUNDER SHALL BE CONSTRUED IN

ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF
ILLINOIS AND THE LAWS OF THE UNITED STATES, AS APPLICABLE. TO
THE FULLEST EXTENT IT MAY EFFECTIVELY DO SO UNDER APPLICABLE
LAW, EACH OF THE PARTIES TO THIS AGREEMENT HEREBY
IRREVOCABLY SUBMITS TO THE EXCLUSIVE JURISDICTION OF ANY
FEDERAL COURT SITTING IN ILLINOIS IN RESPECT TO ANY SUIT,
ACTION OR PROCEEDING, WHETHER IN TORT, CONTRACT OR
OTHERWISE, ARISING OUT OF OR RELATING TO THIS AGREEMENT.
EACH OF THE PARTIES TO THIS AGREEMENT IRREVOCABLY WAIVES,
TO THE FULLEST EXTENT IT MAY EFFECTIVELY DO SO UNDER
APPLICABLE LAW, TRIAL BY JURY AND ANY OBJECTION WHICH IT MAY
NOW OR HEREAFTER HAVE TO THE LAYING OF THE VENUE OF ANY
SUCH SUIT, ACTION OR PROCEEDING BROUGHT IN ANY SUCH COURT
AND ANY CLAIM THAT ANY SUCH SUIT, ACTION OR PROCEEDING
BROUGHT IN ANY SUCH COURT HAS BEEN BROUGHT IN AN
INCONVENIENT FORUM. NOTHING HEREIN SHALL AFFECT THE RIGHT
OF ANY PARTY OR ITS AGENTS TO SERVE PROCESS IN ANY OTHER
MANNER PERMITTED BY LAW OR TO COMMENCE LEGAL PROCEEDINGS
OR OTHERWISE PROCEED AGAINST ANY PARTY IN ANY COLLATERAL
ACTION IN ANY OTHER JURISDICTION. NOTWITHSTANDING THE ABOVE,
THE PARTIES ACKNOWLEDGE THAT THE REPRESENTATIVES OF USDA
WHO ARE AUTHORIZED TO SIGN THIS AGREEMENT CANNOT BIND THE
UNITED STATES TO ANY CHOICE OF LAW PROVISION, FORUM
SELECTION CLAUSE, OR WAIVE ANY OF THE OTHER RIGHTS STATED IN
THIS PART AND NO SUCH AUTHORITY IS IMPLIED, INFERRED, OR

UNDERSTOOD.
6.13 Amendments and Waiyers. This Agrcement may only be

amended or waived in whole or in part by a written document signed by Servicer and
USDA.

6.14 Recording. This Agreement may be recorded in the land records of
Jo Daviess County, Illinois, although such recording shall not be a condition to the
effectiveness of this Agreement.
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This Intercreditor/Parity Agreement has been duly executed by the parties set forth
below as of the date first written above.

COMPEER FINANCIAL, FLCA

By: -ﬁﬁ %
Name: Bob Madsen
Title: Vice President

ACKNOWLEDGMENT

STATE OF MINNESOTA )

)
COUNTY OF BLUE EARTH )
‘The undersigned, a Notary Public, does hereby certify that Compeer Financial, FLCA, by
Bob Madsen, its duly authorized Vice President personally appeared before me this day
and acknowledged the due execution of the foregoing instrument.

Witness my hand and seal, this 23rd day of April, 2019.

! ?}) -t Il t;\
7 J

(Affix Seal) Notary Public for ¢ -i722u. c » e
éwwwm My Commission Expires: Ly e e

s Motary Pub'ic-Minnasots
T 1/ Ny Commiszan Exn-09 Jon 31, 2020

) J MENERY
Vv‘VWuWWWVWW

This instrument drafted by: RECORD AND RETURN TO:
Timothy K. Anderson o Fi jal

. ompaer Financ
Senior Atto.mey ) Attn: Bob Madsen
Compeer Financial, ACA P.0. Box 4249
14800 Galaxie Avenue Mankato, MW 56002-3696
Apple Valley, MN 55124
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This Intercreditor/Parity Agreement has been duly executed by the parties set forth
below as of the date first written above.

UNITED STATES DEPARTMENT OF
AGRICULTURE, ACTING THROUGH THE

RURAL HOUSING SERVICE

Name: Lexz/ 4

Title: ¥ o

ACKNOWLEDGMENT

STATE OF ILLINOIS )
) )
COUNTY OF Jo [nviess )

The undersigned, a Notary Public, does hereby certify that the United States Department
of Agriculture, acting through the Rural Housing Service, by Lral ieiyzel o, its
duly authorized /] fea Speeals’ ___, personally appeared before me this day and
acknowledged the due execution of the foregoing instrument.

vy
Witness my hand and seal, this27" day of April, 2019.

Vf Ul \,(,544(){,” LR’( AJ"\

Notary Public for_ 5taft ¢ U s
My Commission Expires:_jf7 ILQ 2014

Fra s S L P S P S e T g
OFFICIAL SEAL
—KRISTEN PATTERSOM
YSeupl)c, STATE OF ILLINOIS
My Commission Explres Oct 20, 2019

DY Ea s ¥

This instrument drafted by:
Timothy K. Anderson
Senior Attorney

Compeer Financial, ACA
14800 Galaxie Avenue
Apple Valley, MN 55124
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This Intercreditor/Parity Agreement has been duly executed by the parties set forth
below as of the date first written above.

MIDWEST MEDICAL FOUNDATION
By: “isidny O X e L

Name: Tracy Bauer
Title: President/CEO

MIDWEST MEDICAL CENTER
By: Jidree¥® A¥ee \ o
Name: Tracy Bauer

Title: President/CEO

ACKNOWLEDGMENT

STATE OF ILLINOIS )
)
COUNTY OF JO DAVIESS )
The undersigned, a Notary Public, does hereby certify that Midwest Medical Foundation
and Midwest Medical Center, by Tracy Bauer, its duly authorized President/CEO,

personally appeared before me this day end acknowledged the due execution of the
foregoing instrument,

Witness my hand and seal, this% ﬂ'wtiay of April, 2019.

Kisin i~—

Notary Public for _ Ztalt o litmns

My Commission Expires: _IH?,Q , 24

llt'm.s"}l:'é:& st
NP
OTARY PUBLIC, ATTEHSON

This instrument drafted by:
Timothy K. Anderson
Senior Attorney

Compeer Financial, ACA
14800 Galaxie Avenue
Apple Valley, MN 55124

B 3 s

INTERCREMITOR PARITY AGREEMENT 14

Page 087 Attachment 34




#22-037

EXHIBIT A
REAL ESTATE LEGAL DESCRIPTION

Lot 1 on the Final Plat of Midwest Medical Center Subdivision vacating Lots 1 and 2 of
Midwest Regional Medical Center Subdivision and Re-Platting the same as Lot 1,
Midwest Medical Center Subdivision being a part of the South Half of the Southeast
Quarter and Southwest Quarter of Section 2, Township 28 North, Range 1 West, Rawlins
Township, Jo Daviess County, Illinois, as shown on the Plat of Subdivision thereof
recorded July 20, 2011 as Document No. 363780 in Plan Hold F of Plats, No. 3.

Lots 1 and 2 on the Final Plat-Arts and Senior Care Center, City of Galena, Jo Daviess
County, Illinois, as shown on the Plat of Subdivision thereof recorded on October 1, 2014
as Document No. 381668 in Plan Hold F of Plats, No. 120, in. Jo Daviess County, lilinois.

EXCEPTING THEREFROM A parce! of land located in a part of the Southwest
Quarter of Section 13, Township 28 North Range 1 West of the Fourth Principal
Meridian, City of Galena, Jo Daviess County and State of Illinois, more particularly
described as follows:

Commencing at the Northeast corner of Lot 8 of Galena Square Subdivision as recorded
in Plan Hold C at Number 246 in the Jo Daviess County Recorder’s Office; thence South
88 degrees 51 minutes 04 seconds East a distance of 202.53 feet; thence North 3 degrees
29 minutes 19 seconds West a distance of 18.65 feet to the point of beginning; thence
North 18 degrees 41 minutes 38 seconds Bast a distance of 76.76 feet; thence South 71
degrees 32 minutes 26 seconds East a distance of 101,15 feet; thence South 18 degrees 41
minutes 38 seconds West, a distance of 76.76 feet; thence North 71 degrees 32 minutes
26 seconds West a distance of 101.15 feet to the point of beginning, and is part of the
15.87 acre parcel occupied by the Midwest Regional Medical Center Facility described
above, and as shown on Plat of Survey prepared by MSA Professional Services, Dated
September 26, 2006 as Project No. 702615.

Parcel Id Nos. 13-000-056-00; 22-200-074-10; 22-200-075-00;

o A et e ol B S - S e o e i
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EXHIBIT B
SHARED COLLATERAL — PERSONAL PROPERTY

All of each Debtor's right, title and interest in and to all assets of each Debtor
(collectively the “Collateral”), including but not limited to the following property:

(a)  All accounts, accounts receivable, contract rights, chattel paper and
instruments, and all other rights of each Debtor to the payment of money of every nature,
type and description, whether now owing to each Debtor or hereafter arising, and all
monies and other proceeds (cash and non-cash), including, without limitation, the
following: all accounts, accounts receivable, book debts, instruments and chatte! paper,
books of account, computer storage medie, ledger books and records of each Debtor,
deposit account balances, notes, drafls, acceptances, rents, payments under leases or sales
of equipment or inventory and other forms of obligations now or hereafler received by or
belonging or owing to each Debtor for goods sold or leases and/or services rendered by it,
and all of each Debtor’s righta in, to and under all purchase orders, instruments and other
documents now or hereafter received by it evidencing obligations for and representing
payment for goods sold or leases and/or services rendered, and all monies due or to become
due to each Debtor under all contracts for the sale or lease of goods and/or the performance
of services by it, now in existence or hereafter arising, including, without limitation, the
right to receive the proceeds of said purchase orders and contracts; all contracts, leases,
instruments, undertakings, documents or other agreements in or under which each Debtor
may now or hereafter have any right, title or interest; all customer lists, tax refunds due
each Debtor from any governmental agency and any and all proceeds of any of the above
and any and all replacements of or accessions to and property similar to the foregoing;

(b)  All inventory now owned or hereafter acquired by each Debtor, of
every nature, type and description, wherever located, including, without limitation, all of
each Debtor’s goods or personal property held for lease or sale or being processed for lease
or sale, all raw materials, work in progress, finished goods, packaging materials, and all
other materials or supplies used or consumed or to be used or consumed in each Debtor’s
business or in the processing, packaging or shipping of the same; and any and all
instroments, documents, property, books and records, computer storage media and ledger
books arising out of or related in any way to any of the foregoing;

()  All rights of the each Debtor as an unpaid vendor or lienor
(including, without limitation, stoppage in transit, replevin and reclamation) with respect
to any inventory or other related properties of each Debtor;

(d)  All books, records, files, computer programs, computer software
and hardware, data processing records and correspondence in any way related to any of the
Collateral;

e T e e
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(¢)  All materials, reserves, deferred payments, deposits or advance
payment for materials, undisbursed Ioan proceeds, or refunds for overpayment relating to
any of each Debtor’s accounts or inventory;

()  Any and all accounts and funds under that certain Indenture and
Servicing Agreement dated as of April 25, 2019 emong Debtors, Trustee, and Servicer, and
any and all of each Debtor’s rights and interests in said accounts and funds, and all cash,
money, assets, investments, instruments and funds therein from time to time;

()  Any and all of each Debtor’s goods held as equipment, including,
without limitation, all machinery, tools, dies, furnishings, or fixtures, wherever located,
whether now owned or hereafter acquired, and any computer programs embedded in such
equipment and any supporting information provided in connection with a transaction
relating to the computer program if the program is associated with the equipment in a
manner that it customarily is considered part of the equipment, or by becoming the owner
of the equipment, a person acquires a right to use the program in connection with the
equipment, together with all increases, parts, fittings, accessories, equipment, and special
tools now or hereafter affixed to any part thereof or used in connection therewith;

(h)  Any and all of each Debtor’s rights and interests in instruments
and/or documents (as such terms are defined in the UCC), whether now owned or hereafter
acquired, including, without limitation, negotiable instruments, promissory notes (as
defined in the UCC), documents of title owned or to be owned by each Debtor, and all
liens, security agreements, leases, and other contracts securing or otherwise relating to any
of said instruments or documents;

(i)  Any and all of each Debtor’s rights and interests in chattel paper,
electronic chattel paper, and tangible chattel paper (as such terms are defined in the UCC),
including security interests in software and license of software used in specific goods and
leases of specific goods and license of software used in the goods;

)] Any and all of each Debtor’s rights and interests in and to a letter-
of-credit right or secondary obligation that supports the payment or performance of an
account, chattel paper, a document, a general intangible, or an instrument (as such terms
are defined in the UCC);

(k)  Any and al! of each Debtor’s general intangible property, including
payment intangibles (as defined in the UCC), whether now owned or hereafter acquired
by each Debtor or used in each Debtor’s business currently or hereafter, including,
without limitation, all patents, trademarks, service matks, trade secrets, copyrights and
exclusive licenses (whether issued or pending), literary rights, contract rights and all
documents, applications, materials and other matters refated thereto, all inventions, all
manufacturing, engineering and production plans, drawings, specifications, processes and
systems, all trade names, goodwill and all chattel paper, documents, and instruments
relating to such general intangibles;

T e e T e e e
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() All “Pledged Revenues” of each Debtor from whatever source and
the rights and claims thereto, including but not limited to, all revenues, income, receipts
and money (other than the proceeds of any permitted borrowing, and other than interest
earned on such proceeds if and to the extent such interest is required to be excluded by the
terms of the borrowing) received in any period by or on behalf of the Debtors, including, but
without limiting the generality of the foregoing: (a) revenues derived from the Debtors
operations, (b) all gifts, grants, bequests, donations and contributions: exclusive of any gifts,
grants, bequests, donations and contributions to the extent specifically restricted in writing
by the donor to & particular purpose inconsistent with their use for payment under the
Indenture, (c) proceeds derived from: (f) all insurance, except to the extent the use thereof is
otherwise required by the Indenture, (if) all accounts, securities and other investments
(excluding unrealized gains and losses on investments), (iif) the sale, leasing or transfer of
all inventory and other tangible and intangible property, (iv) all revenues for the provision of
services to patients, residents, and other customers, end (v) all contract rights and other
rights and assets now or hereafter owned, held or possessed by or on behalf of the Debtors,
(d) rentals received from the leasing of real or tangible personal property, (¢) all payments,
receipts, claims for medical expense reimbursements and payments or insurance payments
and claims or other payments relating to the provision of medical services, together with and
all rights and funds received or to be received under agreements and policies with insurance
companies and prepaid health organizations, including but not limited to health-care-
insurance receivables, as well as all amounts received and otherwise receivable from any
Governmental Authority, including but not limited to, alf amounts paid or due under any
applicable Medicare or Medicaid program or plan (including rights to Medicare and
Medicaid loss recapture) to the extent permitted under and in accordance with applicable
law or regulations, (f) any and all revenues and income of any kind or from any source not
otherwise listed above, and (g) all funds, assets and investments in the accounts and funds
established under the Indenture and all income earned from the investment of all moneys
held from time to time in each fund and account established under the Indenture (but only
to secure the Bonds issued pursuant to the Indenture).

(m)  All rights in and to all crops, livestock, timber and agricultural
products of any nature or kind; and

(m) Any and all products and proceeds of any of the foregoing
(including, but not limited to, any claims to any items referred to above, and any claims of
each Debtor against third parties for loss of, damage to or destruction of any or all of the
Collateral or for proceeds payable under, or unearned premiums with respect to, policies
of insurance) in whatever form, including, but not limited to, cash, negotiable instruments
and other instruments for the payment of money, chattel paper, security agreements and
other documents and the proceeds of such proceeds.

Notwithstanding anything contained herein, in accordance with the Health
Insurance Portability and Accountability Act of 1996, as codified at 42 U.S.C, § 1320d
through d-8 ("HIPAA"), Protected Health Information ("Protected Inforination™), as
defined in HIPAA. is specifically excluded from the definition of Collateral.
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All capitalized terms used, but not otherwise defined herein shall have the
meaning set forth in the Bond Documents. All terms used herein which are defined in
the Uniform Commercial Code of the State of Illinois, as amended from time to time (the
“UCC”), shall have the meaning assigned to them in the UCC.

e e T e
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Midwest Health Foundation and Affiliate

Galena, lllinois

Consolidated Financial Statements and

Supplementary Consolidating Information
Years Ended September 30, 2019 and 2018
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WIPFLI.

independent Auditor's Report

Board of Directors
Midwest Health Foundation and Affillate
Galena, lllinols

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Midwest Health Foundation and
Afflliate, which comprise the consolidated balance sheets as of September 30, 2019 and 2018, and the related
consolidated statements of operations, changes in net deficit, and cash flows for the years then ended and the
related notes to the consolidated financial statements.

Management's Responsibility for the Financial Statements

Management Is responsible for the preparation and fair presentation of these financlal statements in accordance
with accounting principles generally accepted In the United States; this includes the design, implementation, and
malntenance of internal control relevant to the preparation and falr presentation of financial statements that are
free from materiat misstatement, whether due to fraud or error.

Audltor's Responsibliity

Our responsibility Is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States and the standards applicable
to financlal audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financlal statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policles used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtalned is sufficient and appropriate to provide a basis far our audit
opinion.
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Oplnion

In our opinlon, the consalidated financial statements referred to above present fairly, In all material respects, the
financial position of Midwest Health Foundation and Afflllate as of September 30, 2019 and 2018, and the results
of their operations, changes in their net deficit, and thelr cash flows for the years then ended in accordance with

accounting principles generally accepted in the United States.

Other Matters
Report on Supplementary information

Our audits were conducted for the purpose of forming an opinion on the consclidated financlal statements as a
whole. The supplementary consolidating information appearing on pages 31 through 34 Is presented for the
purpose of additional analysis and s not a required part of the consolidated financial statements. Such
information is the responsibllity of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consofldated financial statements. The informatien has been
subjected to the auditing procedures applied in the audit of the consolidated financlal statements and certain
additional procedures, including comparing and reconclling such information directly ta the underlying
accounting and other records used to prepare the consolidated financial statements or to the consolidated
financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States. In our opinion, the information is fairly stated, in all material respects, in relation
to the consolidated financial statements as a whole.

Our audit was conducted for the purpose of forming an opinion on the consolldated financlal statements as a
whole. The accompanying schedule of expenditures of federal awards as required by Title 2 U.S. Code of
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, is presented for purposes of additional analysis, and Is not a requlired part of the consclidated financial
statements. Such information Is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the consolldated financial statements. Such
informatlon has been subjected to the auditing procedures applied in the audit of the consolidated financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the cansolidated financial statements or to the
consolidated financlal statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States. In our opinlon, the schedule of expenditures of federal awards
Is falrly stated in all material respects in relation to the consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 4, 2020, on
our consideration of Midwest Health Foundation and Affiliate's internal control aver financlal reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters. The purpose of that report Is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report Is an integral part of an audit performed in accordance
wlith Government Auditing Standards in considering Midwest Health Foundation and Affillate's internal control
over financial reporting and compliance. .

Wc;ﬂ,,ca’ LLP
Wipfli LLP

February 4, 2020
Eau Claire, Wisconsin
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Midwest Health Foundation and Affiliate
Consolidated Balance Sheets

September 30, 2019 2018

ASSETS

Current assets:
Cash [ 2,401,326 $ 2,167,660
Assets limited as to use - 1,965,489
Patient and resident recelvables - Net 4,885,312 5,373,913
Other receivables 14,347 38,453
Inventories 378,343 382,740
Prepald expenses 141,854 125,901

Total current assets 7,821,182 10,054,156

Assets limited as to use:

Board designated for capltal Improvements 2,563,978 2,919,826
Restricted for medical scholarships 1,544,944 1,528,037
Under bond indenture agreement - Held by trustee:
Reserve funds - 3,111,051
Principal funds - 517,265
Interest funds - 1,457,366
Total assets limited as to use 4,108,922 9,533,545
Less - Current portion of assets limited as to use - 1,965,489
Assets limited as to use - Less current portion 4,108,922 7,568,056
Property and equipment - Net 23,056,785 24,946,451
Other assets 6,561 6,561
Total assets $ 34,993,450 S 42,575,224
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Midwest Health Foundation and Affiliate
Consolidated Balance Sheets (Continued)

September 30, 2019 2018
LIABILITIES AND NET DEFICIT
Current liabilitles:
Current portion of long-term debt and capital lease obligations 599,987 § 806,295
Accounts payable 874,108 802,402
Accrued expenses:
Salaries and wages 454,269 377,701
Vacation 297,359 282,442
Interest 481,250 1,450,489
Amounts payable to third-party reimbursement programs 270,000 400,000
Securlty deposits 87,904 99,793
Deferred revenue 309,159 290,044
Total current llabilities 3,374,036 4,509,166
Long-term liabilities:
Long-term debt and capital lease obligations - Less current portion 35,869,845 42,615,726
Deferred revenue - Less current potion - 306,601
Total long-term liabilities 35,869,845 42,922,327
Total liabilities 39,243,881 47,431,493
Net deflcit:
Without donor restrictions (5,795,375) {6,384,202)
with donaor restrictions 1,544,944 1,527,933
Total net deficit (4,250,431) (4,856,269)
Total liabllities and net deficit 34,993,450 § 42,575,224
See accompanying notes to consolidated financlal statements.
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Midwest Health Foundation and Affiliate

Consolidated Statements of Operations

Years Ended September 30, 2019 2018
Revenue:
Patient and resident service revenue - Net of contractual
allowances and discounts 23,565,549 § 24,005,851
Provision for bad debts (740,171) (670,240}
Net patient services revenue, less provision for bad debts 22,825,378 23,335,611
Other operating revenue 1,866,708 1,825,986
Total revenue 24,692,086 25,161,597
Expenses:
Salaries and wages 9,690,978 9,168,650
Employee benefits 2,585,441 2,463,402
Supplies and other expenses 8,152,690 8,101,284
Depreciation 2,310,053 2,232,933
Interest 2,227,543 2,940,001
Total expenses 24,966,705 24,906,270
Income {loss) from operations {274,619) 255,327
Other Income (expense):
Contributions 99,831 96,774
Interest Income 114,709 72,903
Rental income 22,885 4,930
Rental expense, Including depreciation expense {43,278) (45,957)
Loss on disposal and sale of assets {3,587) -
Gain on forgiveness of long-term debt 672,886 -
Total other income - Net 863,446 128,650
Revenue in excess of expenses 588,827 $ 383,977
See accompanying notes to consolidated financial statements.
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Midwest Health Foundation and Affiliate
Consolidated Statements of Changes in Net Deficit

Years Ended September 30, 2019 2018

Net deflcit without donor restrictlons:
Revenue in excess of expenses S 588,827 $ 383,977

Net assets with donor restrictions:

Interest income 22,575 12,286
Loans forgiven (5,564) (3,688)

Increase In net assets with donor restrictions 17,011 8,598

Change in net deficit 605,838 392,575
Net deficit, beginning (4,856,269) (5,248,844)
Net deficit, end S  (4,250,431) $ (4,856,269}

See accompanying notes to consolidated financial statements.
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Midwest Health Foundation and Affiliate
Consolidated Statements of Cash Flows

Years Ended September 30, 2019 2018
Increase (decrease) in cash:
Cash flows from operating activities:
Change in net deficit [ 605,838 § 392,575
Adjustments to reconcile change In net deficit to net cash provided by
operating activities:
Depreciation 2,353,331 2,277,659
Amortization 18,337 24,070
Provision for bad debts 740,171 670,240
Loss on disposal and sale of assets 3,587 -
Gain on forgiveness of long-term debt (672,886) -
Restricted contributions and investment income (22,575) (12,286)
Changes in operating assets and liabilities:
Patient and resident receivables (251,570) {1,364,796)
Other receivables 24,106 54,403
Inventories 4,397 16,162
Prepaid expenses (15,953) 18,388
Accounts payable 71,706 18,390
Accrued expenses (877,754) 96,541
Amounts payable to third-party reimbursement programs {130,000) 300,000
Security deposits (11,389) 2,661
Deferred revenue (287,486) (298,537)
Total adjustments 945,522 1,802,895
Net cash provided by operating activities 1,551,360 2,195,470
Cash flows from investing activities:
Purchases of property and equipment {467,402) {352,597)
Proceeds from sale of property and equipment 150 -
(Increase) decrease in assets limited as to use 5,424,623 {506,325)
Increase in other assets - {77)
Net cash provided by (used in) investing activities 4,957,371 {858,999)
Cash flows from financing activities:
Proceeds from issuance of long-term debt 36,000,000 -
Payments of princlpal on long-term debt and capital lease
obligatlons {41,988,318) (704,421)
Cash paid for bond issuance costs (309,322) -
Restricted contributions and interest income 22,575 12,286
Net cash used in financing activitles {6,275,065) (692,135)
Increase In cash 233,666 644,336
Cash at beginning of year 2,167,660 1,523,324
Cash at end of year $ 2401326 S 2,167,660
7

Page 101 Attachment 34




#22-037

Midwest Health Foundation and Affiliate
Consolidated Statements of Cash Flows {Continued)

Years Ended September 30, 2019 2018
Supplemental cash flow Information:
Cash pald during the year for interest S 3,178,445 S 2,933,398
Cost of assets acquired under capital lease obligations - 951,713

See accompanying notes to consolidated financial statements.
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Midwest Health Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies

The Entity

Midwest Health Foundation (the “Foundation”} is a non-stock, not-for-profit lllinois corporation that was
established as a supporting organization to MMC Health System and Midwest Medical Center {the "Medical
Center") to accumulate, manage, and expend funds for the benefit and advancement of the Medical Center
and other community health actlvities. Prior to March 2019, MMC Health System, a non-stock, not-for-
profit lllinois corporation was the sole corporate member of the Foundation and the Medical Center. In
March 2019, the Foundation entered into an acquisition agreement with MMC Health System and the
Medical Center. The agreement reorganized the entities and the Foundation became the sole member of
the Medical Center, and MMC Health System was dissolved. MMC Health System had no assets, liabilities,
revenue, or expenses through the date of reorganizatlon in 2019.

The Foundation operates the Medical Center, whose primary purpose is to provide healthcare services to
the residents of the City of Galena, lllinois, and the surrounding area. The Medical Center operates a 25-bed
acute care hospital, 57-bed nursing home, two outpatient clinics, and an assisted living apartment complex,
which provides comprehensive medical, emergency, outpatient, clinical healthcare, and long-term care
services,

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of MMC Health System, the
Foundation, and the Medical Center {collectively the "Organization"). All material intercompany accounts
and transactions have been eliminated in consolidation.

Financial Statement Presentation

The Organization follows accounting standards set by the Financlal Accounting Standards Board (FASB)
Accounting Standards Codification (ASC). The ASC is the single source of authoritative accounting principles
generally accepted In the United States (GAAP) to be applied to nongovernmental entities In the preparation
of financial statements in conformity with GAAP.

Use of Estimates in Preparation of Consolidated Financial Statements

The preparation of the accompanying cansolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that directly affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements
and the reported amounts of revenue and expenses during the reporting period. Actual results may differ from
these estimates.
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Note 1: Summary of Significant Accounting Policies (Continued)

Patient and Resident Receivables and Credit Policy

Patient and resident receivables are primarily uncoliateralized patient and resident obligations that are stated at
the amount management expects to collect from outstanding balances. These obligations are primarily from local
residents, most of whom are insured under third-party payor agreements. The Organization bills third-party
payors on the patients’ and residents’ behalf, or if a patient or resident is uninsured, the patient or resident is
bitled directly. Once clalms are settled with the primary payor, any secondary payor Is billed, and patients and
resldents are billed for copay and deductible amounts that are the patients’ and residents’ responsibllity.
Payments on patient and resident recelvables are applied to the specific claim ldentified on the remittance advice
or statement. The Organization does not have a policy to charge interest on past due accounts.

Patient and resident recelvables are recorded in the accompanying consolidated balance sheets net of contractual
adjustments and an allowance for uncollectible accounts, which reflect management’s estimate of the amounts
that will not be collected. Management provides for contractual adjustments under terms of third-party
reimbursement agreements through a reduction of gross patient and resident service revenue and a credit to
patient and resident receivables. In addition, management provides for probable uncollectible amounts, primarily
uninsured patients and amounts for which patients and residents are personally responsible, through a charge to
operatlons and a credit to the allowance for uncollectible accounts based on its assessment of historical collection
{ikelihood and the current status of Individuat accounts.

In evaluating the collectibility of patient and resident receivables, the Organization analyzes past resuits and
identifies trends for each of its major payor sources of revenue to estimate the appropriate allowance for
uncollectible accounts and provision for bad debts. Management regularly reviews data about these major payor
sources of revenue in evaluating the sufficiency of the aflowance for uncollectible accounts. Specifically, for
recelvables associated with services provided to patients or residents who have third-party coverage, the
Organization analyzes contractually due amounts and provides an allowance for uncollectible accounts and a
proviston for bad debts for expected uncollectible deductibles and copayments on accounts for which the third-
party payor has not yet paid, or for payors and patients or residents who are known to be having financlal
difficulties that make the realization of amounts due unlikely.

For receivables associated with self-pay patients and residents {(which includes both patients without insurance
and patients with deductible and copayment balances due for which third-party coverage exists for part of the
bill}, the Organization records a significant provision for bad debts in the period of service on the basis of its past
experience, which indicates that many patients are unable or unwilling to pay the portion of their bill for which
they are financlally responsible. The difference between the standard rates (or the discounted rates if negotiated)
and the amounts actually collected after all reasonable collection efforts have been exhausted is charged off
against the alfowance for uncollectible accounts.
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Note 1: Summary of Significant Accounting Policies (Continued)

Inventories

inventories consist primartly of medical supplies, general supplies, and pharmaceuticals used in the delivery of
healthcare services. Inventories are stated at the lower of cost or net realizable value.

Assets Limited as to Use and Investment Income

Assets [imited as to use include assets the Board of Directors have designated for future capital
Improvements, over which the Board retains control and may at its discretion subsequently use for other
purposes, amounts held for restricted purposes including notes receivable from employees for medical
tuition assistance, and assets set aside under terms of a bond indenture agreement. Amounts required ta
meet current lizbilitles have been classified as current assets.

Interest income is reported as other income and is Included in revenue in excess of expenses unless the
income is restricted by donor or law.

Fair Value Measurements

Fair value Is the price that would be received to sell an asset or paid to transfer a liabllity in an ordinary
transaction between market participants at the measurement date. The Organization measures the fair value of
its financial Instruments using a three-tier hierarchy that prioritizes the inputs used in measuring falr value. These
tlers include Level 1, defined as ohservable inputs such as quoted market prices In active markets; Level 2,
defined as inputs other than quoted market prices in active markets that are either directly or Indirectly
observable; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore
requiring an entity to develop its own assumptions. The asset's or liability's fair value measurement level within
the fair value hlerarchy Is based on the lowest level of any input that Is significant to the falr value measurement.

Property, Equipment, and Depreciation

Property and equipment acquisitions are recorded at cost or, If donated, at fair value at the date of donation.
Depreciation is provided over the estimated useful life of each class of depreciable asset and is computed using
the straight-line method. Estimated useful lives range from three to twenty years for major movable equipment
and from five to forty years for land improvements and buiidings.

Equipment under capital lease obligations is amortized on the straight-line basls over the shorter period of the
lease term or the estimated useful life of the equipment. Such amaortization is included with depreciation
expense In the accompanying consolidated financial statements.

Gifts of long-lived assets such as land, bulildings, or equipment are reported as unrestricted support and are
excluded from revenue in excess of expenses, unless explicit donor stipulations specify how the donated assets
must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and
glfts of cash or other assets that must be used to acquire long-lived assets are reported as restricted support.
Ahsent explicit donor stipulations about how long those long-lived assets must be maintained, expirations of
donor restrictlons are reported when the donated or acquired long-lived assets are placed in service.
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Note 1: Summary of Significant Accounting Policies (Continued)

Impairment of Long-Lived Assets

The Organization evaluates the recoverability of its long-tived assets, which consist primarily of property and
equipment with estimated useful tives, whenever events or changes in circumstance Indicate that the carrying
value may not be recoverable. If the recoverability of these assets is unlikely because of the existence of factors
indicating impairment, an impairment analysis is performed using a projected undiscounted cash flow method.
Management must make assumptions regarding estimated future cash flows and other factors to determine the
fair vatue of these respective assets. [f the carrying amounts of the assets exceed their respective fair values, the
carrying value of the underlying assets would be adjusted to fair value and an impairment loss would be
recognized. During 2019 and 2018, the Organization determined that no evaluations of recoverability were
necessary.

Asset Retlrement Obligation

The Organization accounts for the falr value of legal obligations assoclated with long-lived asset retirement in
accordance with the asset retirement and environmental obligations accounting guidance. Management has
considered this accounting guldance, specifically as it relates to Its legal obligation to perform asset retirement
activities, such as ashestos removal, on [ts existing properties. Management of the Organization believes that any
potential liability related to asset retirement obligations would not be significant. As a result, no liability related
to these retirement activities has been recognized as of September 30, 2019 and 2018.

Security Deposits

The Organization holds, in trust, security deposits from the residents of the assisted living facllity. Security
deposits are refundable upon vacancy.

Deferred Revenue

Grants and fees are recognized as revenue in the year the related expenditures are incurred. Funds received
prior to providing the service or fulfilling a grantor’s requirements are recorded as deferred revenue in the

accompanying consolldated balance sheets.

Net Assets

Net assets withaut donor restrictions consist of investments and otherwise unrestricted amounts that are
available for use in carrying out the mission of the Organization. Net assets with donor restrictions are those
whose use by the Organization has been limited by donors to a specific time period or purpose, or those assets
restricted by donors to be maintained by the Organization in perpetuity.
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Note 1: Summary of Significant Accounting Policies (Continued)

Revenue In Excess of Expenses

The consolidated statements of operations and consolidated statements of changes in net deficit include the
classification revenue in excess of expenses, which is considered the operating indicator. Changes in unrestricted
net assets (deficit) which are excluded from the operating Indicator would inciude contributions for property and
equipment. The Organization did not have any activity in 2019 and 2018 requiring exclusion from the operating
indicator,

Patient and Resident Service Revenue - Net of Contractual Allowances and Discounts

The Organization recognizes patient and resident service revenue assoclated with services provided to patients
and residents who have third-party payor coverage on the basis of contractual rates for the services rendered.
Certain third-party payor reimbursement agreements are subject to audit and retroactive adjustments,
Retroactive adjustments are accrued on an estimated basis In the period the related services are rendered and
adjusted in future perlods as final settlements are determined.

For uninsured patients and residents who do not qualify for charity care, the Organization recognizes revenue on

the basis of its standard rates for services provided {or on the basis of discounted rates, if negotiated or provided

by policy). On the basis of historical experience, a significant portion of the Organization’s uninsured patients and
restdents will be unable or unwilling to pay for the services provided. Thus, the Organization records a significant
provision for bad debts related to uninsured patients and residents in the perlod the services are provided.

Charity Care

The Crganization provides care to patients who meet certain criteria under its financlal assistance policy without
charge or at amounts less than its established rates. Eligible patients and residents are identified based on
analysls of financlal information obtained from the patlents and residents. The Organization maintains records to
identify the amount of charges forgone for services and supplies furnished under the financial assistance policy.
Because the Organization does not pursue collection of amounts determined to qualify as charity care, they are
not reported as patient and resident service revenue — net of contractual allowances and discounts in the
accompanying consolidated statements of operations.

Electronic Health Record Payments

The American Recovery and Reinvestment Act of 2009 (ARRA) provides for incentive payments under the
Medicare and Medicald programs for certain hospitals and physician practices that demonstrate meaningful
use of certified electronic health record (EHR) technology. These provisions of ARRA, collectively referred to
as the Health Information Technology for Economic and Clinical Health Act (the "HITECH Act"), are Intended
to promote the adoption and meaningfut use of health information technology and qualified EHR
technology.
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Note 1: Summary of Significant Accounting Policies (Continued)

Electronic Health Record Payments {Continued)

The Organization recognizes revenue for EHR Incentive payments when there is reasonable assurance that
the conditions of the program will be met, primarily demonstrating meaningful use of certified EHR
technology for the applicable period. The demonstration of meaningful use is based on meeting a series of
objectives. Meeting the series of objectives in order to demonstrate meaningful use becomes progressively
more stringent as Its implementation is phased In through stages as outlined by the CMS.

Amounts recognized under the EHR incentive programs are based on management’s estimates, which are based
in part on cost report and other utilization data that Is subject to audit by fiscal intermediaries; accordingly,
amounts recognized are subject to change. In addition, the Crganization's attestation of its compliance with the
meaningful use criteria Is subject to audit by the federal government or its designee.

Contributions and Donor-Restricted Gifts

Contributions are considered avallable for unrestricted use unless specifically restricted by the donor.
Unconditional promises to give cash and other assets to the Organization are reported at fair value at the
date the promise s received. Conditional promises to give and indications of intentions to give are reported
at falr value at the date the gift Is received, The gifts are reported as either temporarily or permanently
restricted support if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified as unrestricted net assets and reported In
the consolidated financial statements as net assets released from restrictions. Donor-restricted
contributions whase restrictions are met within the same year as received are reported as unrestricted
contributions in the accompanying consclidated financlal statements.

Income Taxes

The Organization and its affiliates are nonprofit entitles as described in Section 501(c){3) of the Internal
Revenue Code (the “Code") and are exempt from federal income taxes on related Income pursuant to
Section 501(a) of the Code. The Organization and its affiliates are also exempt frem state income taxes on
related income. The Organization is also engaged, to a limited extent, in certain activities subject to taxation
as unrelated business income (UBI1}. The UBI is not significant.

Advertising Costs

Advertising costs are expensed as incurred.
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Note 1: Summary of Significant Accounting Policies (Continued)

Real Estate Taxes

The State of lllinois previously enacted legislation that clarifles when hospitals are eligible to receive
exemption from property tax requirements. As part of the legislation, hospitals, including the Organization,
must submit to the State of lllinols annual property tax exemgption appflications, which include information
on the amount of benefits provided to low-income, charity care, and lllinois Public Ald (Medicaid)
beneficiarles. As of September 30, 2019, the majority of the real estate of the Organization has been
granted property tax exemption by the State of lllinols.

Change in Accounting Policy

In August 2016, the FASB Issued ASU No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entitles
(Topic 958). This ASU provides for certaln improvements in financial reporting for not-for-profit organizations
and requires changes to net assets classification, enhancements to liquidity presentation and disclosures,
presentation of an analysls of expenses by function and by nature, netting of investment expenses with return,
among other changes. The guidance In this ASU is effective for the Organization's year ended

September 30, 2019, and was applied retrospectively to these comparative consolidated financial statements.
The Organlzation efected to apply the practical expedient and not disclose prior year liquidity and availability of
resources.

New Accounting Pronouncements

In May 2014, the FASB Issued Accounting Standards Update (ASU) No. 2014-09, Revenue From Contracts with
Customers (Topic 606). The objective of the ASU Is to standardize the revenue recognition practices across
entities, Industrles, jurisdictions, and capital markets by providing a framework for entitles to apply to recognize
revenue. This new framework provides a five-step approach for recognizing revenue. in addition to
consideration on recognizing revenue bhased on existing customer contract terms and features, entities will be
required to enhance qualitative and quantitative disclosures In financial statements to describe how revenue is
recognized under the ASU. The guidance in this ASU is effective for the Organization’s year ending September 30,
2020,

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments - Overall (Subtoplc 825-10): Recognition
and Measurement of Financial Assets and Financlal Liabliities. This amends ASC Topic 825 and redefines public
business entities along with disclosure and reporting requirements for certain types of investments and debt
obligations. This amendment requires that equity securities be treated as trading securities and changes in the
fair value of equity securities will be reported as part of investment income within the operating indicator
“revenue in excess of expenses.” This ASU Is effective for the Hospital’s year ending September 30, 2021,
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Note 1: Summary of Significant Accounting Policies (Continued)

New Accounting Pronouncements {Continued)

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The objective of this ASU Is to assist
organizations in recognizing the right to the use of an asset and its related liabllity or obligation when there is a
contract in place which includes the right to control or direct the use of an identifiable asset. This ASU also
includes provislons where the majority of leases that have lease terms greater than one year are to be recorded
as capital leases on the balance sheet, whereas in the past, these leases may have been recorded as elther capital
leases or operating leases. This ASU is effective for the Organization’s year ending September 30, 2021.

In August 2016, the FASB Issued ASU No. 2016-15, Statement of Cash Flows — Classification of Certain Cash
Receipts and Cash Payments (Topic 230). The updates in this ASU are expected to change the classification of
certain cash recelpts and payments within statements of cash flows. This ASU Is effective for the Organization’s
vear ending September 30, 2020.

Subsequent Events

Subsequent events have been evaluated through February 4, 2020, which Is the date the consolidated
financial statements were available to be Issued.

Note 2: Reimbursement Arrangements With Third-Party Payors

The Organization has agreements with third-party payors that provide for reimbursement to the
Organization at amounts that vary from its established rates. A summary of the basis of reimbursement with
major third-party payors follows:

Hospital Services

Medicare - The Organization’s acute care hospital Is designated a Critical Access Hospital (CAH). As such, the
majority of Inpatient, swing-bed, and outpatient hospital services are paid based on a cost reimbursement
methodology, with the exception of certain types of laboratory and mammography services provided to
Medicare patients, which are reimbursed on prospectively determined fee schedules. Professional services
provided by physiclans and other clinicians In the hospital setting continue to be relmbursed on
prospectively determined fee schedules.

Medicald - Hospital services rendered to illinols Public Aid beneficiaries are pald at prospectively determined
rates based on a patient classification system. These rates are not subject to retroactive adjustment;
however, in order to receive additional reimbursement, the Organization must file a cost report annually
with the State of lllinols.

Other poyors - The Organization has entered into payment agreements with commercial insurance carriers,
health maintenance organizations, and preferred provider organizations. The basis for payment to the
Organization under these agreements Includes prospectively determined rates per discharge, discounts from
established charges, fee schedules, and prospectively determines daily rates.
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Note 2: Reimbursement Arrangements With Third-Party Payors (Continued}

Rural Health Clinics

Medicare - Certaln physician and professional services rendered to Medicare beneficiaries at the Organization's
two outpatient clinics qualify for reimbursement as rural health clinic {RHC} services. Qualifying services are
reimbursed based on a cost reimbursement methodology.

Medicaid - Clinic services rendered to (llinols Public Ald beneficiaries at the Organization's two outpatient clinics
are paid at prospectively determined rates that are updated annually.

Nursing Home Services

Medicare - Medicare pays for Part A services based on a predetermined rate per resident day, which varies
depending upon the resident's level of care and the types of services provided. Medicare pays for Part B services
based on predetermined fee schedules.

Medicald - A significant portion of the Organization's nursing home services were provided to aged and disabled
nursing home residents who were beneficiaries of the lllinois Public Aid program. [llinois Public Ald reimburses
the Medical Center on a praspectively determined rate per diem. The rate is determined on a cost-related basis
subject to certain limitations as prescribed by the State of lllinois and adjusted based on the average acuity of the
residents in the facility. The State of illinois updates and makes adjustments to the nursing home Medicaid rates
based on average resident acuity as reported by each facility in the previous 90-day period.

Hospital Medical Assessment Programs

On November 21, 2006, the Centers for Medicare & Medicaid Services (CMS) approved the State's leglslation for
a Medicaid Hospital Assessment Program (the “Program”). The Program was effective through luly 1, 2018.
Effective July 1, 2018, the State approved a redesign of the Program. The redesigned Program will include
contributions by hospitals to assist with operating the Program by those hospitals electing to fully participate in
the Program in the future. The Organization has elected to participate in the redesigned program effective fuly 1,
2018.

The Organization records additional Medicaid revenue from the Program when received. Under the Program,
each hospital Is assessed based on their adjusted gross hospital revenue in order to provide for additional
Medicaid revenues to be redistributed to hospitals in the State of lllinois.

The assessment and supplemental payment programs were extended under a redesigned program which was
approved and extended through fune 30, 2024,
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Note 2: Reimbursement Arrangements With Third-Party Payors (Continued)

Accounting for Medicare Contractual Arrangements

The Organization is reimbursed for cost-reimbursable items at tentative rates with final settlements determined
after audit of the related annual cost reports by the respective Medicare fiscal intermediary. Estimated
provistons to approximate the final expected settlements after review by the intermediary are Included in the
accompanying consolidated financial statements. The Organization’s cost reports have been audited by the
Medicare fiscal intermediary through September 30, 2016.

Electronic Health Record Incentive Funding

The Organization successfully met the criterla for meaningful use in a previous year for recognition on its
Medicare cost report. The Organization recognized $307,289 and $309,044 of the Medicare EHR Incentive
program revenue as other operating revenue in the accompanying consolidated statements of operations In 2019
and 2018, respectively, and deferred recognition of the remaining amounts. The deferred revenue will be
amortized and recognized as revenue over the approximately same future periods as depreciation expense Is
recognized on the related capital assets that were purchased to meet the required qualifications of the Medicare
EHR incentive program,

Note 3: Patient and Resident Recelvables

Patient and resident receivables consisted of the following at September 30:

2019 2018
Patlent and resident receivables $ 7,558,200 $ 8,180,224
Less:
Contractual allowances 1,912,888 2,042,860
Allowance for uncollectible accounts 760,000 763,451
Patlent and resident recelvables - Net $ 4,885,312 § 5,373,913
———— == ——————————

The Organization’s allowance for uncollectible accounts increased from approximately 9% of gross patient and
resldent receivables at September 30, 2018, to approximately 10% of gross patient and resident receivables at
September 30, 2019. The Organization continues to experience a trend of patients and residents with high
deductible ar high copay health insurance plans, as well as, many patlents and residents experiencing difficult
economic times and having difficultles paying their outstanding balances in full. In 2019, the Organization
reviewed Its outstanding patient and resident receivables and noted these continued trends and incresed its
atlowance for uncollectible accounts by a marginal percentage at September 30, 2019. The Organization did not
significantly change its collection or financial assistance policies during the years ended September 30, 2019 and
2018, other than required updates to conform with required financial assistance and collection guidelines as
published In the Code.
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Note 4: Patient and Resident Service Revenue - Net of Contractual Allowances and
Discounts

The following table sets forth the detall of patient service revenue — net of contractual allowances and discounts
prior to the provision for bad debts for the years ended September 30:

2019 2018

Gross patient service revenue:

Hospital $ 26,262,587 § 25,199,802

Nursing home 4,145,002 4,458,138

Clinlcs 2,512,052 2,615,597
Total gross patlent service revenue 32,919,641 32,273,537
Deductions - Primarily contractual adjustments and discounts under third-party
reimbursement agreements {9,354,092)  (8,267,686)
Patlents service revenue - Net of contractual adjustments and discounts § 23,565,549 $§ 24,005,851

The Organization's percent of gross patient and resident service revenue by payor is as follows for the years
ended September 30:

2019 2018
Medicare 45 % 42 %
Medicaid 18 % 19 %
Commercial Insurance 16 % 17 %
Blue Cross Blue Shield of Illinois 12 % 12 %
Patients 9% 10 %
Total 100 % 100 %

Patient and resident service revenue - net of contractual allowances and discounts, prior to the provision for
bad debts recognized in the years ended September 30, from these major payor sources is as follows:

2019 2018
Medicare, Medicald, and other third-party payors $ 20,559,580 S 20,871,572
Uninsured patients 3,005,969 3,134,279
Patients and resident service revenue - net of contractual
adjustments and discounts S 23,565,549 ] 24,005,851
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Note 5: Charity Care

The Organfzation provides healthcare services and other financial support through various programs that are
designed, among other matters, to enhance the health of the community, inciuding the health of low-income
patients. Consistent with the mission of the Organization, care is provided to patients regardless of their ability
to pay, including providing services to those persons who cannot afford health Insurance because of inadequate

resources or who are underinsured.

Patients who meet certain criteria for charity care, generally based on federal poverty guidelines, are provided
care without charge or at a reduced rate, determined based on qualifying criterla as defined In the Organization's
financlal assistance policy and from applications completed by patients and thelr families. The Organization is
also required to provide additional discounts to uninsured hospital patients under the Hospital Uninsured Patient
Discount Act as required by lllinols state law.

The estimated cost of providing care to patients under the Organization's financlal assistance policy was
approximately $110,000 and $75,000 In 2019 and 2018, respectively. The cost was calculated by multiplying the
ratio of cost to gross charges for the Organization times the gross uncompensated charges assoclated with

providing the charity care.

Other benefits for the community for which the Organization is not compensated or for which compensation Is
below cost also include unpaid costs of treating the elderly, health screenings, community education through
seminars and classes, and other health-related services.
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Note 6: Investments and Assets Limited as to Use

The composition of assets limited as to use at September 30 is set forth In the following table:

2019 2018
Board designated for capital improvements:

Money market funds $ 2,561,818 § 2,919,476

Notes receivable 2,160 350
Total Board designated for capital improvements 2,563,978 2,919,826
Restricted for medical scholarships:

Cash 100 100

Repurchase agreement 1,320,664 1,269,554

Notes recelvable 224,180 258,383
Total restricted for medical scholarships 1,544,944 1,528,037
Under bond indenture agreement - Reserve funds:

Money market funds - 3,111,051
Under bond Indenture agreement - Principal funds:

Money market funds - 517,265
Under bond indenture agreement - Interest funds:

Money market funds - 1,457,366
Total assets limited as to use 4,108,922 9,533,545
Less - Assets limited as to use that are required for current liabilities - 1,965,489
Assets limited as to use - Less current portion S 4108922 $ 7,568,056
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Note 7: Fair Value Measurements

Following is a description of the valuation methodologies the Organization used for assets measured at fair value:

Money market funds are valued using a net asset value of $1.00. Quoted prices by a financial institution for
principal plus accrued interest approximate the fair value of the repurchase agreement,

The method described for fair value calculations may produce a calculation that may be different from the net
realizable value or not reflective of future values expected to be recelved. The Organizaticn believes that its
valuation method is appropriate and consistent with other market participants; however, the use of these various
methodologles and assumptions may produce results that differ in the estimates of fair value at the financial

reporting date.

information regarding assets, principally Included in assets fimited as to use and other assets, measured at fair
value on a recurring basis as of September 30 is as follows:

Total Assets at

2019 Level 1 Level 2 Level 3 Fair Value
Assets:
Money market funds 3 - 4% 2,561,818 § - § 2,561,818
Repurchase agreement - 1,320,664 - 1,320,664
Total $ - S 3,882,482 5 - $ 3,882,482
Total Assets at
2018 Level 1 Level 2 Level 3 Fair Value
Assets:
Maney market funds S - § 8,005158 $ - $ 8,005,158
Repurchase agreement - 1,269,554 - 1,269,554
Total $ -3 9274712 & - § 9,274,712
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Note 8: Liquidity and Availability of Financial Assets

The Organization does not have a formal liquidity policy but generally strives to maintain financial assets In liquid
form such as cash and cash equivalents for at least approximately three to six months of operating expenses.
Other funds, included in assets limited as to use in the accompanying consolidated balance sheets, are considered
available for operational or capital needs, except for investments with restrictive redemption requirements.
Occasionally, the Board of Directors designates a portion of operating surplus to be appropriated at its discretion
for future operational initiatives and capital expenditures. These funds, at the discretion of the Board of
Directors, could be released immediately or sold and redeemed prior to their maturity and are not considered
available under the Organization’s general liquidity management. At September 30, 2019, the balance of these
funds was $2,563,978.

Financial assets available for general expenditures, such as operating expenses, purchases of property and
equipment, and scheduled debt service payments, within one year of the consolidated balance sheet date,
comprise the following at June 30, 2019:

Cash $ 2,401,326
Patient and resident receivables - Net 4,885,312
Other receivables 14,347
Total $ 7,300,985

Note 9: Property and Equipment - Net

Property and equipment conslsted of the following at September 30:

2019 2018
Land s 448,597 § 448,597
Land improvements 3,933,618 3,786,228
Buildings 38,703,856 38,591,344
Major movable equipment 11,633,382 11,311,998
Total property and equipment 54,719,453 54,138,167
Less - Accumulated depreciation 31,805,121 29,513,358
Net depreciated value 22,914,332 $ 24,624,809
Construction in progress 142,453 321,642

Property and equipment - Net . $ 23,056,785 S 24,946,451

The cost of equipment under capital lease obligations, which is included in major movable equipment, was
$1,312,495 at both September 30, 2019 and 2018, respectively, and the related accumulated amortization was
$462,938 and $200,439 at September 30, 2019 and 2018, respectively,
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Midwest Health Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 10: Long-Term Debt and Capital Lease Obligations

Long-term debt consisted of the following at September 30:

2019 2018

Unlted States Department of Agriculture (USDA), Rural Development, Direct
Loans dated April 25, 2019, bearing interest at 3.5%. The loans are payable in
monthly Instaliments of principal and interest of $151,140 with a final payment
due April 25, 2049, Interest only payments of $96,250 per month is due on the
loans through April 25, 2020.
$ 33,000,000 $ -
Secured Rural America Bonds, Series 2019A, dated April 25, 2019, bearing
interest at 5.5%. The bonds are payable in monthly installments of principal and
interest of $17,049 starting June 1, 2019, through May 1, 2049.

2,986,165 -
lllinols Finance Authority Revenue Bonds, Series 2006, bearing Interest at
6.75%. The bonds were payable in annual principal installments plus interest in
semiannual payments. Repald in full In 2019 through the Issuance of the USDA
direct loans and Series 2019 Bonds noted above. - 43,014,346
Capital lease obligations with imputed interest rates ranging from 2.99% to
5.77%, collateralized by leased equipment, payable in monthly Installment
payments as required in various agreements. 788,693 1,081,650
Totals 36,774,858 44,095,996
Less - Current portion 599,987 806,295
Less - Unamortized bond Issuance costs 305,026 673,975
Long-term portion S 35,869,845 § 42,615,726

In April 2019, in conjunction with the corporate reorganization described in Note 1, the Organization refinanced
the Series 2006 Bonds through the issuance of the USDA direct loans and Serles 2019A Bonds. At the time of the
refinancing, the remaining outstanding balance on the Series 2006 Bonds was pald down with the remaining
funds held by the bond trustee for the Series 2006 Bonds, as well as, a forgiveness of $1,332,820 by the
bondholders.

The USDA direct loans and Series 2019A Bonds are collateralized under a pledge and security agreement which
includes the Organizatlon's revenue and Income, accounts receivable, deposit accounts, Inventorles, property and
equipment, and intangibles, If any. USDA has also guaranteed the balances of the direct loans and Series 2019
Bonds In the event of default by the Organization.
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Midwest Health Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 10: Long-Term Debt and Capital Lease Obligations (Continued)

The loan and bond agreements contain various covenants, Including those relating to limitations on incurring
additional debt, disposing of property, debt service coverage ratio, days cash on hand ratio, and timely
submission of specifted financial reports and other information. USDA also requires the Qrganization to maintain
reserve accounts with specific balances for debt services, reserve, and replacement reserve purposes. USDA has
authorized the funds in the Organization's Board designated capital improvement fund, which is included in
assets limited as to use in the accompanying consolidated balance sheets, to meet these funding requirements.

Scheduled princlpal payments on long-term debt and capital lease obligations at September 30, 2019, including
current maturities, are summarized as follows:

Long-Term  Capital Lease

Debt Obligations

2020 S 317,441 § 299,337
2021 722,888 211,669 -

2022 749,510 200,221

2023 777,130 111,979

2024 805,787 -

Thereafter 32,613,409 -

$ 35,986,165 823,206

Less - Amounts representing interest on capital lease obligations 34,513

$ 788,693

Note 11: Operating Leases

The Organization has entered into operating lease agreements for equipment and a clinic building with
unrelated parties. Rental and lease expense under all operating leases totaled approximately $29,000 and
$91,000 in 2019 and 2018, respectively,
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Midwest Health Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 12: Net Assets With Donor Restrictions and Endowments

Net assets with donor restrictions include assets set aside in accordance with donor restrictlons as to time or use.
Net assets with donor restrictions are avatlable for the following purposes at September 30:

2019 2018
Ponor restricted, including interest income, for medical education and
scholarships $ 1,213,611 § 1,202,291
Danor restricted to be maintained in perpetuity, with Interest income
expendable, for medical education scholarships and loans 331,333 325,642
_Total danor restricted funds _§ 1,544,944 § 1,527,933

— —

The Organization's net assets with donor restrictions include two endowment funds that are invested in various
investments Including cash accounts and repurchase agreements. The endowment funds were established by
donors to be maintained in perpetuity, the income of which Is expendable for medical education scholarships and
loans upon approval of the Board of Directors.

The Board of Directors of the Organization have interpreted the Uniform Prudent Management of Institutional
Funds Act {UPMIFA) as requiring the preservation of the falr value of the original gift 1o the endowment fund
absent any explicit donor stipulations that would otherwise dictate the contrlbuted funds. The Organization has
adopted investment and spending policies for endowment assets that attempt to provide a dependable method
of funding programs supported by the endowment funds while seeking to preserve the purchasing power of the
endowment assets. Under this policy, the Organization monitors the investments of the endowment so that
these assets are Invested in funds that are not expected to decline significantly in value in the future. This
method of investing will maintain the purchasing power of the endowment assets that are required to be held in
perpetuity, as well as to provide additlonal purchasing ability through investment returns.

Changes in endowment net assets for the years ended September 30 consisted of the following:

2019
Donor Restricted Donor Restricted
Subject to to be Held in
Appropriations Perpetuity Total
Endowment net assets at beginning of year S 126,993 § 198,649 S 325,642
Interest income 5,691 - 5,691
Total S 132,684 S 198,649 S 331,333

26
Page 120 Attachment 34



#22-037

Midwest Health Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 12: Net Assets With Donor Restrictions and Endowments (Continued)

2018
Donor Restricted Donor Restricted
Subject to to be Held in
Appropriations Perpatuity Total
Endowment net assets at beginning of year LY 124,310 § 198,649 $ 322,959
Interest income 2,683 = 2,683
Total $ 126,993 $ 198,649 § 325,642

Note 13: Retirement Plan

The Organizatlon sponsors a defined contribution retirement plan for substantially all its employees. The
Organization contributed up to 4% of the participating employees’ eligible compensation based on a
matching formula. The total retirement plan expense for the years ended September 30, 2019 and 2018,
was 5266,593 and $246,629, respectively.

Note 14: Malpractice Insurance

For the years 2019 and 2018, the Organization participated in a risk pooling insurance program known as the
lllinois Provider Trust to provide professional and general medical liability coverage. The risk pool is a self-funded
insurance pool made up of over 40 member hospitals In lllinois and coverage Is maintained through the pool and
reinsurance agreements for comprehensive general and hospital professional liability coverage of up to
$2,000,000 per claim and in the aggregate to January 1, 2020. As of September 30, 2019 and 2018, management
was unaware of any known claims of material amounts that would require reason to report a contingent loss on
the consolidated balance sheets; thus no amount is recorded in the September 30, 2019 and 2018, consolidated
balance sheets for unasserted claims.

Note 15: Concentration of Credit Risk

Financlal instruments that potentially subject the Organlzation to credit risk consist principally of accounts
receivable and cash depasits in excess of insured Hmits in financial institutions.

Accounts receivable conslst of amounts due from patients and residents, their insurers, or governmental agencies
(primarily Medicare and Medicaid) for healthcare provided to the patients and residents. The maority of the
Organization’s patients and residents are from Galena, lllinois, and the surrounding area.
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Midwest Health Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 15: Concentration of Credit Risk {Continued}

The mix of receivables from patients and third-party payors is as follows at September 30:

2019 2018
Medicare 27 % 23 %
Medicaid 33% 4%
Commercial insurance 24 % 25%
Patlents and residents 16 % 18 %
Totaf 100 % 100 %

—  —___———————

The Organization maintains depository relationshlps with area financial Institutions that are Federal Deposit
Insurance Corporation {FDIC} insured institutions. The Organization maintains cash in accounts at these
institutions which are insured by the FDIC up to $250,000. Operating cash needs often require that amounts
on hand exceed FDIC limits. At September 30, 2019, the Organization had deposits at area financlal
institutions in excess of FDIC limits, and in order to limit its credit risk with respect to these deposits, the
Organization has executed pledging and repurchase agreements with the financial institutions to provide for
additional collateral on the majority of the amounts above the standard FDIC-insured limits. At

September 30, 2019, there were no deposits in excess of the additional collateral pledged by the financial
institutions on the Organization’s deposits.

Note 16: Functional Expenses

The Organization provides general healthcare services to residents within its geographic location. The
accompanying consolidated statements of operations present certain expenses that are attrlbuted to more
than one program or supporting function. Therefore, expenses require allocation on a reasonable basis.
Employee benefits are allocated based on factors of either salary expense or actual employee expense.
Overhead costs that include things such as professional services, office expenses, information technology,
insurance, and other similar expenses are allocated on a variety of factors including revenues and
departmental expense. Costs related to buikding and equipment usage include depreciation and interest and
are allocated on a square footage or direct assignment basls. Expenses related to providing these services
for the years ended September 30, 2019 and 2018, are as follows:

2019 2018
Healthcare General Healthcare General
Services  Adminlistrative Total Services  Administrative Total
Salaries and wages $ 8,337,100 $ 1,353,878 5 9,690,578 $ 7,954,583 $ 1,214,067 $ 9,168,650
Employee benefits 2,154,751 430,690 2,585,441 2,056,195 407,207 2,463,402
Supplies and other expenses 6,566,375 1,586,315 8,152,690 6,649,924 1,451,360 8,101,284
Depreciation 1,985,541 324,512 2,310,053 1,919,254 313,679 2,232,933
Interast 3,914,622 312,921 2,227,543 2,526,995 413,006 2,940,001

$ 20,958,389 $ 4,008,316 $ 24,966,705  $ 21,106,951 $ 3,799,319 $ 24,906,270
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Note 17: Laws and Regulations

The healthcare industry is subject to numerous laws and regulations of federal, state, and local governments.
These laws and regutations include, but are not necessarily limited to, matters such as {icensure, accreditation,
government healthcare program participation requirements, reimbursement for pattent services, and billing
regulations. Government activity with respect to investigations and allegations concerning possible violations of
such regulations by healthcare providers has increased. Violations of these laws and regulations could result in
expulsion from government healthcare programs together with the imposition of significant fines and penalties,
as well as significant repayment for patient services previously billed. While no significant regulatory Inquiries
have been made of the Organization, compliance with such laws and regulations can be subject to future
government review and Interpretation, as well as regulatory actions unknown or unasserted at this time.

CMS uses recovery audit contractors {RACs) to search for potentially inaccurate Medicare payments that might
have been made to healthcare providers and were not detected through existing CMS program-integrity efforts.
Once an RAC identifies a clalm it believes is inaccurate, it makes a deduction from or addition to the provider's
Medicare reimbursement In an amount estimated to equal the overpayment or underpayment. As of
September 30, 2019, the Organization has not been notified by the RAC of any potentlal reimbursement
adjustments.

Note 18: Reclassifications

Certaln reclassifications have been made to the 2018 consolidated financial statements to conform with the
classifications used In 2019.
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Midwest Health Foundation and Affiliate
Consolidating Balance Sheets

Midwest Consolidated  Comparitive
Midwest Health Totals Totals
September 30, Medical Center  Foundation 2019 2018
ASSETS
Current assets:
Cash S 2,389580 S 11,746 S 2,401,326 § 2,167,660
Assets limited as to use - - - 1,965,489
Patient and resident recelvables - Net 4,885,312 - 4,885,312 5,373,913
Other receivables 14,347 - 14,347 38,453
Inventories 359,581 18,762 378,343 382,740
Prepaid expenses 141,854 - 141,854 125,901
Total current assets 7,790,674 30,508 7,821,182 10,054,156
Assets limited as to use;
Board designated for capital improvements 2,563,978 - 2,563,978 2,915,826
Restricted for medical scholarships 1,544,944 - 1,544,944 1,528,037
Under bond indenture agreement - Held by
trustee:
Reserve funds - - - 3,111,051
Principal funds - - - 517,265
Interest funds - - - 1,457,366
Total assets limited as to use 4,108,922 - 4,108,922 9,533,545
Less - Current portion of assets limited as to
use - - - 1,965,489
Assets limited as to use - Less current portion 4,108,922 - 4,108,922 7,568,056
Property and equipment - Net 23,056,785 - 23,056,785 24,946,451
Other assets 6,561 - 6,561 6,561
Total assets $ 34,962,942 § 30,508 $ 34,993,450 $ 42,575,224
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Midwest Health Foundation and Affiliate
Consolidating Balance Sheets (Continued)

Midwest Consolidated  Comparitive
Midwest Health Totals Totals
September 30, Medical Center Foundation 2019 2018
LIABILITIES AND NET ASSETS (DEFICIT)
Current llabilitles:
Current portion of long-term debt and capital
lease obligations ) 599,987 $ - S 599,987 $ 806,295
Accounts payable 874,108 - 874,108 802,402
Accrued expenses:
Salarles and wages 454,269 - 454,269 377,701
Vacation 297,359 - 297,359 282,442
Interest 481,250 - 481,250 1,450,489
Amounts payable to third-party reimbursement
programs 270,000 - 270,000 400,000
Security deposits 87,904 - 87,904 99,793
Deferred revenue 309,159 - 309,159 290,044
Total current liabilities 3,374,036 - 3,374,036 4,509,166
Long-term liabilities:
Long-term debt and capital lease obligations -
Less current portion 35,869,845 - 35,869,845 42,615,726
Deferred revenue - Less current portion - - - 306,601
Total long-term liabilities 35,869,845 - 35,869,845 42,922,327
Total liabilities 39,243,881 - 39,243,881 47,431,493
Net assets {deficit):
Without donor restrictions {5,825,883}) 30,508 {5,795,375) (6,384,202)
With donor restrictions 1,544,944 - 1,544,944 1,527,933
Total net assets (deficit) (4,280,939} 30,508 (4,250,431) {4,856,269)

Total liabilities and net assets {deficit)

$ 34,962,942 3 30,508

$ 34,993,450 $ 42,575,224

See Independent Auditor's Report.
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Midwest Health Foundation and Affiliate
Consolidating Statements of Operations

Midwest Consolidated  Comparitive
Midwest Health Totals Totals
Years Ended September 30, Medical Center Foundation 2019 2018
Revenue:
Patient and resident service revenue - Net of
contractual allowances and discounts $ 23,565,549 $ - § 23,565,549 $ 24,005,851
Provision for bad debts {740,171} - (740,171) (670,240)
Net patient services revenue, less provision
for bad debts 22,825,378 - 22,825,378 23,335,611
Other operating revenue 1,866,708 - 1,866,708 1,825,986
Total revenue 24,692,086 “ 24,692,086 25,161,597
Expenses:
Salaries and wages 9,690,978 - 9,690,978 9,168,650
Employee benefits 2,585,441 - 2,585,441 2,463,402
Supplies and other expenses 8,152,690 - 8,152,690 8,101,284
Depreciation 2,310,053 - 2,310,053 2,232,933
Interest 2,227,543 - 2,227,543 2,940,001
Total expenses 24,966,705 - 24966705 24,906,270
Income (loss) from operations {274,619) - (274,619) 255,327
Other income {expense}):
Contrlbutions - Net 105,301 {5,470) 99,831 96,774
Interest income 114,709 - 114,709 72,903
Rental income 22,885 - 22,885 4,930
Rental expense, Including depreciation expense (43,278) - {43,278) (45,957)
Loss on disposal and sale of assets {3,587) - (3,587) -
Gain on forgiveness of long-term debt 672,886 - 672,886 -
Total other income - Net 868,916 {5,470) 863,446 128,650
Revenue In excess (deficlency) of expenses S 594,297 § {5470) S 588,827 S 383,977
See Independent Auditor's Report.
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Midwest Health Foundation and Affiliate
Consolidating Statements of Changes in Net Deficit

Midwest Consolidated  Comparitive
Midwest Health Totals Totals

Years Ended September 30, Medical Center  Foundation 2019 2018
Net assets (deficit) without donor restrictions:

Revenue in excess (deficiency) of expenses 5 504,297 % (5,470) $ 588,827 $ 383,977
Net assets with donor restrictlons:

Interest income 22,575 - 22,575 12,286

Loans forgiven {5,564) - {5,564) {3,688)

Increase In net assets with donor restrictions 17,011 - 17,011 8,598

Change in net assets (deficit) 611,308 {5,470} 605,838 392,575
Net assets (deficit), beginning {4,892,247) 35,978 (4,856,269) (5,248,844)

Net assets (deflcit), end

$ (4,280,939) $

30,508 $ (4,250,431) $ (4,856,269)

See Independent Auditor's Report.
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Midwest Health Foundation and Affiliate

Schedule of Expenditures of Federal Awards
Year Ended September 30, 2019

Federal Grantor/Pass-Through Federal CFDA Federal
GrantorlProgram Title Number Expenditures

Federal Financial Program - United States Department of Agriculture: Rural

Development - Community Facilities Loans and Grants 10.766 s 33,000,000

See Independent Auditor's Report,
See accompanying notes to Schedule of Expenditures of Federal Awards.
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Midwest Health Foundation and Affiliate

Notes to Schedule of Expenditures of Federal Awards
Year Ended September 30, 2019

Note 1: General

The accompanying schedule of expenditures of federal awards {the “Schedule”) includes the federal award
actlvity of the Organization under programs of the federal government for the year ended September 30, 2018,
The information in the Schedule Is presented in accordance with the requirements of Title 2 U.S. Code of
Regulations Part 200, Uniform Administrative Requirements, Cost Princlples, and Audit Requirements for Federal
Awards {Uniform Guidance). Because the Schedule presents only a selected portion of the operations of the
Organization, it Is not intended to and does not present the financial position, changes in net assets, or cash flows

of the Organization.

Note 2: Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance wherein certain types of expenditures
are not allowable or are limited as to reimbursement.

Note 3: Balance of Outstanding Loans

The loan program listed subsequently is administered directly by the Organization and balances and transactions
relating to this program are included in the Organizatlon’s consolidated financial statements. Loans outstanding
at the beginning of the year and loans made during the year are included in the federal expenditures presented in
the Schedule. The balance of loans outstanding at September 30, 2019, consists of:

CFDA Outstanding Balance At

Program Name Number September 30, 2019
Community Facllities Loans and Grants 10.766 $ 33,000,000
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WIPFLI.

Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters

Board of Directors
Midwest Health Foundation and Affiliate
Galena, Hlinois

We have audited, In accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the consolidated financial statements of Midwest Health Foundatian and Affiliate,
which comprise the consolidated balance sheet as of September 30, 2019, and the related consolidated
statement of operations and changes in net assets and cash flows for the year ended September 30, 2019, and
the related notes to the consolidated financial statements, and have issued our report thereon dated February 4,
2020,

Auditor's Responsibility

In planning and performing our audit of the consolidated financial statements, we considered Midwest Health
Foundation and Affiliate's internal contro! over financial reporting (internal control) to determine the audit
procedures that are appropriate In the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Midwest Health
Foundation and Affiliate's internal control. Accordingly, we do not express an opinion on the effectiveness of
Midwest Health Foundatlon and Affiliate’s Internal control.

A deficiency in Internal control exists when the design or operation of a contro! does not allow management or
employees, in the normal course of performing thelr assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there Is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented or detected and corrected on a timely basis. A significant deficlency is a
deficiency, or a combinatian of deficiencles, In internal control that s less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identlfy all deficiencles in internal control that might be material weaknesses or
significant deficlencies. Given these limitations, during our audit, we did not identify any deficlencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified. We did identify certain deficiencies In internal control that we consider to be
significant deficiencies, which are described in the accompanying schedule of findings and questioned costs as
items 2019-001 and 2019-002.
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Compliance and Other Matters

As part of obtalning reasonable assurance about whether Midwest Health Foundation and Affiliate's financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Respanses to Findings

Midwest Health Foundation and Affiliate's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. Midwest Health Foundation and Affiliate's responses
were not subjected to the audit pracedures applied in the audit of the financial statements, and accordingly, we
express no opinion on them,

Purpose of This Report

The purpose of this report Is solely to describe the scope of our testing of internal control and compliance, and
the results of that testing, and not to provide an opinion on the effectiveness of Midwest Health Foundation and
Affiliate’s internal control or on compliance. This report Is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Midwest Health Foundation and Affiliate's Internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

quy,u' LLP
Wipfii LLP

February 4, 2020
Eau Clalre, Wisconsin
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WIPFLI.

Independent Auditor's Report on Compliance for Each Major Federal and State
Program and on Internal Control Over Compliance

Board of Directors
Midwest Health Foundation and Affiliate
Galena, lllinois

Report an Compliance for Each Major Federal Program

Woe have audited Midwest Hezlth Foundation and Affillate’s complance with the types of compliance
requirements described In the U.S. Office of Management and Budget (OMB) Compliance Supplement that could
have a direct and material effect on its major federal program for the year ended September 30, 2019. Midwest
Health Foundation and Affiliate’s major federal program Is identified in the summary of audit results section of
the accompanylng schedule of findings and questloned costs.

Management's Responsibility for Compliance

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for Midwest Health Foundation and Affiliate’s major
federal program based on our audit of the types of compllance requirements referred to above. We conducted
our audit of compllance in accordance with auditing standards generally accepted In the United States; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the Unlted States, and the audit requirements of Title 2 U.S. Code of Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guldance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtaln reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about Midwest Health Foundation and Affiliate's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audlt does not provide a lega! determination on Midwest Health Foundation and

Afflliate’s compliance.
Opinion
In our opinion, Midwest Health Foundation and Affiliate complied, in all material respects, with the types of

compliance requirements referred to above that could have a direct and materlal effect on its major federal
program for the year ended September 30, 2019,
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Other Matters
Report on Internal Control Over Compliance

The management of Midwest Health Foundation and Affiliate is responsible for establishing and maintaining
effective internal control aver compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Midwest Health Foundation and Affiliate’s
internal control over compliance with the types of requirements that could have a direct and material effect on a
major federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report on
Internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing
an opinlon on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion
on the effectiveness of Midwest Health Foundation and Afflliate’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the narmal course of performing their assigned functions, to
prevent or detect and correct noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, In internal control over compliance, such that there Is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented or detected
and corrected on a timely basls. A significant deficlency Is a deficiency, or a combination of deficiencles, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit the attention by
those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph and was not designed to identify all deficiencles In internal control over compliance that might be
material weaknesses or significant deficiencles, and therefore material weaknesses or significant deficlencles may
exist that were not identified. We did not identify any deficiencies In internal control over compliance that we
consider to be materlal weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance Is solely to describe the scope of our testing of

internal control and the results of that testing based on the requirements of the Uniform Guidance. Accordingly,
this report Is not suitable for any other purpose,

Wigte' LLP
Wipfli LLP

February 4, 2020
Eau Claire, Wisconsin
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Midwest Health Foundation and Affiliate

Schedule of Findings and Questioned Costs
Year Ended September 30, 2019

Section | - Summary of Audit Results
Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:
Material weakness Identlfied?
Significant deficiency(s) identified not considered ta be material
weaknesses?

Noncompllance material to the financial statements?

Federal Awards

Internal control over major program:
Material weakness identified?
Significant deficlency(s) identified not considered to be material
weaknesses?

Type of auditor's report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported in accordance
with Uniform Guidance [2CFR 200.516(a)]?

Identification of major federal program

CFDA Number

Unmodified
yes X no
X vyes none reported
yes X no
yes X no
yes X none reported
Unmodified
yes X no

Name of Federal Program or Cluster

10.766

Dollar threshold used to distinguish between Type A and Type B Programs

Auditee qualified as a low-risk auditee?
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United States Department of
Agriculture - Rural Development -
Community Facllities Loans and Grants

$750,000

yes X no
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Midwest Health Foundation and Affiliate

Schedule of Findings and Questioned Costs (Continued)
Year Ended September 30, 2019

Section 1) - Financlal Statement Findings

2013-001

Finandlal Accounting and Reporting

Condition — The Organization’s internal control over financial reporting does not end at the general ledger,
but extends to the consolidated financial statements and notes. As part of our professional services for the
year ended September 30, 2019, we were requested to draft the consolidated financial statements and
accompanying notes to the consolidated financlal statements. It is the responsibllity of management and
those charged with governance to make the decision whether to accept the degree of risk associated with
this condition because of cost or other cansiderations. Because the Organization relies on Wipfli LLP to
provide the necessary understanding of current accounting and disclosure principles in the preparation of
the consolidated financial statements and notes, completeness of financlal reporting could be negatively
Impacted as external auditors do not have the same comprehensive understanding of the Organization as
internal staff.

Criteria — Government Auditing Standards considers the inability to report financial data reliably in
accordance with accounting principles generally accepted in the United States {GAAP) to be an Internal
control weakness.

Effect - As a result of not having an individual trained in the preparatfon of GAAP basis financlal
statements, the Organization has a significant deficiency in internal controls.

Recommendation — We recommend that management and those charged with governance continue to
evaluate whether to accept the degree of risk associated with this condition because of cost or other
considerations.

Management’s Response — The Organlzation does not have the resources and staff to prepare the
consolidated financial statements and notes, but will continue to oversee the auditor’s services and review
and approve the consolidated financial statements and notes.
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Midwest Health Foundation and Affiliate

Schedule of Findings and Questioned Costs (Continued)
Year Ended September 30, 2019

Sectlon 1l - Financlal Statement Findings (Continued)

2019-002

Segregation of Dutles

Condition - Segregation of duties provides stronger internal controls by not allowing one person to have
control and responsibllity over a complete accounting system {cash recelpts, cash disbursements, payroll
and purchasing, recelving, and accounts payable}. It was noted that certain individuals In the Organization
have significant responsibilities or access within the information systems to many of the financlal
accounting cycles such as accounts payable, payroll, financial accounting, and reporting, which creates a
concern over segregation of duties, Due to the small staff size In the accounting departments, a lack of
segregation of duties exists.

Criterla — The lack of proper segregation of dutles is considered an internal control weakness.

Effect — As a result of not having a sufficient number of Individuals in the accounting department to
segregate duties, risk of misappropriation and fraudulent transactions in financial reporting Increases.

Recommendation — We encourage the Board of Directors and management to strengthen internal controls
or implement mitigating controls where possible.

Management’s Response — The Organlzation has added an additional accounting position who will assist in
many of the areas and create additional segregation of duties to some areas in the future, and access
within the information systems will also be reviewed in the upcoming fiscal year. The Board of Directors
and management are aware of incompatible duties and will continue to provide oversight and monitor the
Organization’s operations.

Section lIl - Federal Award Findings and Questioned Costs

None reported.
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Midwest Health Foundation and Affiliate

Schedule of Prior Year Findings
Year Ended September 30, 2019

No items reported.
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WIPFLI

Independent Auditor's Report

Board of Directors
Midwest Medical Foundation and Affiliate
Galena, lllinois

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Midwest Medical Foundation and
Affillate, which comprise the consolidated balance sheets as of September 30, 2021 and 2020, and the related
consolidated statements of operatlons, changes in net assets (deficit), and cash flows for the years then ended
and the related notes to the consolidated financlal statements.

Management's Responsibllity for the Financial Statements

Management Is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States; this Includes the design, implementation, and
maintenance of internal control relevant to the preparation and falr presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor's Responsiblility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits In accordance with auditing standards generally accepted in the United States and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financlal statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures In the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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Oplnion

in our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Midwest Medical Foundation and Affillate as of September 30, 2021 and 2020, and the
results of their operations, changes in their net assets (deficit), and their cash flows for the years then ended in
accordance with accounting principles generaily accepted in the United States.

Other Matters
Report on Supplementary information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The supplementary consolidating information appearing on pages 30 through 33 is presented for the
purpose of additional analysis and Is not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements. The Information has been
subjected to the auditing procedures applied in the audit of the consolidated financial statements and certain
additional procedures, including comparing and reconcifing such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the consolidated
financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States. In our opinion, the information Is falrly stated, in all material respects, in relation
to the consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated February 1, 2022, on
our consideration of Midwest Medical Foundation and Affiliate's internal control over financial reporting and on
our tests of its compliance with certain provislons of laws, regulations, contracts, grant agreements, and other
matters. The purpose of that report Is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Midwest Medical Foundation and Affiliate’s internat control
over financial reporting and compliance.

Wq’afu‘ LLP
Wipfli LLP

February 1, 2022
Eau Ciaire, Wisconsin
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Midwest Medical Foundation and Affiliate

Consolidated Balance Sheets

September 30, 2021 2020
ASSETS
Current assets:
Cash S 5,130,328 10,243,015
Patient and resident receivables - Net 4,440,760 3,765,356
Other receivables 350,119 228,415
Inventories 476,463 393,868
Prepaid expenses 208,734 150,902
Total current assets 10,606,405 14,781,556
Assets limited as to use;
Board designated for capital improvements 9,472,486 2,610,279
Restricted for medical scholarships 1,577,132 1,559,089
Total assets limited as to use 11,049,618 4,169,368
Property and equipment - Net 20,729,844 22,310,805
Other assets 2,500 6,562
Total assets S 42,388,367 41,268,291
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Midwest Medical Foundation and Affiliate
Consolidated Balance Sheets (Continued)

September 30, 2021 2020
LIABILITIES AND NET DEFICIT
Current liabllitles:
Current portian of long-term debt and capital lease obligations $§ 1119416 $§ 2,565,681
Accounts payable 930,294 966,343
Accrued expenses:
Salarles and wages 661,011 775,022
Vacation 411,761 324,703
Amounts payable to third-party reimbursement programs 550,600 300,000
Security deposits 95,786 84,703
Deferred revenue 19,162 1,158,973
Total current liabilities 3,787,430 6,175,425
Long-term liabilities:
Long-term debt and capital lease obligations - Less current portion 34,743,372 36,745,253
Total liabilities 38,530,802 42,920,678
Net assets {deficit):
Without donor restrictions 2,280,433 (3,211,476)
With donor restrictions 1,577,132 1,559,089
Total net assets (deficit) 3,857,565 (1,652,387}
Total labilities and net assets (deficit) $ 42,388,367 5 41,268,291
See accompanying notes to consolidated financial statements.
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Midwest Medical Foundation and Affiliate

Consolidated Statements of Operations

Years Ended September 30, 2021 2020
Revenue:
Net patient and resident service revenue $ 28,047,792 S 22,730,702
Other operating revenue 3,706,912 5,566,245
Total revenue 31,754,704 28,286,947
Expenses:
Salaries and wages 11,533,488 10,323,156
Employee benefits 2,788,153 2,572,458
Supplies and other expenses 10,841,225 9,190,299
Depreciation 2,394,839 2,434,579
Interest 1,347,377 1,350,963
Total expenses 28,905,082 25,871,455
Income from operations 2,849,622 2,425,492
Other income {expense):
Contributions 74,685 49,860
Interest Income 224,732 158,939
Rental income 18,795 5,828
Rental expense, including depreclation expense (36,061) (43,278)
Loss on disposal and sale of property and equipment (37,964) (12,942}
Gain on forgiveness of long-term debt 2,398,100 -
Total other income - Net 2,642,287 158,407
Revenue in excess of expenses $ 5491509 $ 2,583,899
See accompanying notes to consolidated financial statements.
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Midwest Medical Foundation and Affiliate
Consolidated Statements of Changes in Net Assets (Deficit)

Years Ended September 30, 2021 2020

Net deflcit without donor restrictions:
Revenue in excess of expenses $ 5491909 $ 2,583,899

Net assets with donor restrictions:

Interest income 25,284 22,301
Loans forgiven (7,241) {8,156)

Increase in net assets with donor restrictions 18,043 14,145

Change in net deficit 5,509,952 2,598,044
Net deficit, beginning {1,652,387) {4,250,431)
Net assets (deficit), end $ 3857565 S (1,652,387)

See accompanylng notes to consolidated financtal statements.
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Midwest Medical Foundation and Affiliate
Consolidated Statements of Cash Flows

Years Ended September 30, 2021 2020
increase (decrease) in cash:
Cash flows from operating activities:
Change In net deficit $ 5509952 $ 2,598,044
Adjustments to reconcile change in net deficit to net cash from operating
activities:
Depreciation 2,430,900 2,477,857
Amortization 10,311 10,310
Loss on disposal and sale of assets 37,964 12,942
Galn on forgiveness of long-term debt {2,398,100) -
Restricted contributions and investment Income (25,284) {22,301)
Changes in operating assets and liabilities:
Patient and resident receivables (675,404) 1,119,956
Other receivables (121,704) {214,068)
Inventories (82,595) {15,525)
Prepaid expenses (57,832) (9,048)
Accounts payable (36,049) 92,235
Accrued expenses {(26,953) {133,153)
Amounts payable to third-party reimbursement programs 250,000 30,000
Security deposits 11,083 {3,201)
Deferred ravenue {(1,139,811) 849,814
Total adjustments (1,823,474) 4,195,818
Net cash from operating activities 3,686,478 6,793,862
Cash flows from investing activities:
Purchases of property and equipment (953,620) {724,410)
Proceeds from sale of property and equipment 65,717 -
Increase in assets limited as to use (6,880,250) (60,446)
Decrease in other assets 4,062 -
Net cash from investing activities (7,764,091) (784,856)
Cash flows from financing activitles:
Proceeds from Issuance of long-term debt - 2,398,100
Payments of principal on long-term debt and capital lease
obligatlions {1,060,357) (587,718)
Restricted contributions and Interest income 25,284 22,301
Net cash from financing activities {1,035,073) 1,832,683
Change in in cash {5,112,686) 7,841,689
Cash at beginning of year 10,243,015 2,401,326
Cash at end of year § 5130,329 $ 10,243,015
7
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Midwest Health Foundation and Affiliate
Consolidated Statements of Cash Flows (Continued)

Years Ended September 30, 2021 2020
Supplemental cash flow Information:
Cash pald during the year for interest $ 1,337,066 $ 1,821,903
Cost of assets acquired under capital lease obligations - 1,020,409

See accompanying notes ta consolidated financial statements,
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies

The Entity

Midwest Medical Foundation (the “Foundation”) is a non-stack, not-for-profit Iilinois corporation that was
established as a supporting organization to Midwest Medical Center (the "Medicat Center") to accumulate,
manage, and expend funds for the benefit and advancement of the MedIcal Center and other community
health activities. The Foundation Is the sole member of the Medical Center,

The Medical Center's primary purpose is to provide healthcare services to the residents of the City of Galena,
lllinois, and the surrounding area. The Medical Center operates a 25-bed acute care hospital, 57-bed nursing
home, two outpatient clinics, and an assisted living apartment complex, which provides comprehensive
medical, emergency, outpatient, clinical heaithcare, and long-term care services.

Principles of Consolidation

The accompanying consolidated financlal statements include the accounts of the Foundation and Medlcal
Center {collectlvely the "Organization"). All material intercompany accounts and transactions have been
eliminated in consolidation.

Financial Statement Presentation

The Organization follows accounting standards set by the Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC). The ASC Is the single source of authoritative accounting principles
generally accepted in the United States (GAAP) to be applied to nongovernmental entities in the preparation
of financlal statements in conformity with GAAP.

Use of Estimates in Preparation of Consolidated Financial Statements

The preparation of the accompanying consolidated financlal statements in conformity with GAAP requires
management to make estimates and assumptions that directly affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements
and the reported amounts of revenue and expenses during the reporting period. Actual results may differ from
these estimates.
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies {Continued)

Patient and Resldent Receivables and Credit Policy

Patient and resident receivables are reported at the amount that reflects the consideration to which the
Organization expects to be entitled, in exchange for providing patient and resident care services. Patlent and
resident receivables are recorded In the accompanying consolidated balance sheets net of contractual
adjustments and Implicit price concessions which reflects management's estimate of the transaction price. The
Crganization estimates the transaction price based on negotlated contractual agreements, historical experience,
and current market conditions. The Initial estimate of the transaction price is determined by reducing the
standard charge by any contractual adjustments, discounts, and implicit price concessions and is recorded
through a reduction of gross revenue and a credit to patient and resident recelvables. Subsequent changes to the
estimate of the transaction price are generally recorded as adjustments ta net patient and resident service
revenue In the period of the change.

The Organization does not have a policy to charge interest on past due accounts.

Inventories

inventories consist primarily of medical supplies, general supplies, and pharmaceuticals used in the defivery of
healthcare services. Inventories are stated at the lower of cost or net realizable value.

Assets Limited as to Use and Investment Income

Assets limited as to use include assets the Board of Directors have designated for future capital
improvements, over which the Board retains control and may at its discretion subsequently use for other
purposes, amounts held for restricted purposes including notes receivable from employees for medical
tuition assistance, and assets set aside under terms of a bond indenture agreement.

Interest income is reported as other income and is included in revenue In excess of expenses unless the
income s restricted by donor or law.

Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer a liabiiity in an ordinary
transaction between market participants at the measurement date. The Organization measures the fair value of
its financial instruments using a three-tier hierarchy that prioritizes the inputs used in measuring fair value. These
tlers include Level 1, defined as observable inputs such as quoted market prices in active markets; tevel 2,
defined as inputs other than quoted market prices in active markets that are either directly or indirectly
observable; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore
requiring an entity to develop Its own assumptions. The asset's or liability's fair value measurement level within
the fair value hierarchy is based on the lowest level of any input that is significant to the fair value measurement.

10
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Property, Equipment, and Depreciation

Property and equipment acquisitions are recorded at cost or, if donated, at fair value at the date of donation.
Depreciation is provided over the estimated useful life of each class of depreciable asset and is computed using
the stralght-line method. Estimated useful lives range from three to twenty years for major movable equipment
and from five to forty years for land improvements and buildings.

Equipment under capital lease cbligations is amortized on the straight-line basis over the shorter period of the
lease term or the estimated useful life of the equipment. Such amortization is included with depreciation
expense in the accompanying consolidated financial statements.

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted support and are
excluded from revenue In excess of expenses, unless explicit denar stipulations specify how the donated assets
must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and
glfts of cash or other assets that must be used to acquire long-lived assets are reported as restricted support.
Absent explicit denor stipulations about how long those long-lived assets must be maintained, expirations of
donor restrictions are reported when the donated or acquired long-lived assets are placed in service.

Impairment of Long-Lived Assets

The Organization evaluates the recoverability of its long-lived assets, which consist primarily of property and
equipment with estimated useful lives, whenever events or changes in circumstance indicate that the carrying
value may not be recoverable. If the recoverability of these assets Is unltkely because of the existence of factors
indicating impairment, an impairment analysis is performed using a projected undiscounted cash flow method.
Management must make assumptions regarding estimated future cash flows and other factors to determine the
fair value of these respective assets. If the carrying amounts of the assets exceed their respective fair values, the
carrying value of the underlying assets would be adjusted to falr value and an impalrment loss would be
recognized. During 2021 and 2020, the Organization determined that no evaluations of recoverabllity were
necessary.

Asset Retirement Obligation

The Organization accounts for the falr value of legal obligations assoclated with long-lived asset retirement in
accordance with the asset retirement and environmental obligations accounting guidance. Management has
considered this accounting guidance, specifically as it relates to its legal obligation to perform asset retirement
activitles, such as ashestos removal, on its existing propertles, Management of the Organization believes that any
potential liability related to asset retirement obligations would not be significant. As a result, no liability related
to these retirement activities has been recognized as of September 30, 2021 and 2020.

Security Deposits

The Organization holds, in trust, security deposits from the residents of the assisted living facility. Security
deposits are refundable upon vacancy.
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Deferred Revenue

Grants and fees are recognized as revenue in the year the related expenditures are incurred. Funds received
prior to providing the service or fulfilling a grantor’s requirements are recorded as deferred revenue in the
accompanying consalidated balance sheets.

Net Assets

Net assets without donor restrictions consist of investments and otherwlse unrestricted amounts that are
available for use In carrying out the mission of the Organization. Net assets with donor restrictions are those
whose use by the Organization has been limited by donors to a specific time period or purpose, or those assets
restricted by donors to he maintained by the Organization In perpetuity.

Revenue in Excess of Expenses

The consolidated statements of operations and consolidated statements of changes in net deficit include the
classification revenue In excess of expenses, which is considered the operating indicator. Changes in unrestricted
net assets {deficit) which are excluded from the operating indicator would include contributions for property and
equipment. The Organization did not have any activity in 2021 and 2020 requiring exclusion from the operating
indicator,

Net Patient and Resident Service Revenue

Patlent and resident service revenue is reported at the amount that reflects the consideration to which the
Organization expects to be entitled in exchange for providing patient and resident care. These amounts are due
from patients, residents, third-party payors {Including health insurers and government programs), and others and
include variahle consideration for retroactive revenue adjustments due to settlement of audits, reviews, and
investigations. Generally, the Organization bllls the patients, residents, and third-party payors several days after
the services are performed or the patient or resident Is discharged from the facility. Revenue is recognized as
performance obligations are satisfied.

Performance obligations are determined based on the nature of the services provided. Revenue from
performance oblligations satisfled over time is recognized based on actual charges incurred in refation to total
expected {or actual) charges. Generally, the Organization has few patients or residents which have performance
obligations which are satisfied over time. The majority of the patient and resident care services provided in or by
the hospital, clinics, nursing hame, or assisted living have a performance obligation which is satisfied as the
patient or resident simultaneously receives and consumes the benefits provided as the services are performed.
In the case of these services described, the recognition of the performance obligation over time yields the same
result as recognition of the obligation at a point In time, The Organization believes that this method provides a
faithful depiction of the transfer of services cver the term of the performance obligation based on the inputs
needed to satisfy the cbligation.

12
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Net Patient and Resident Service Revenue {(Continued)

Because the Organization’s performance abligations relate to contracts with a duration of less than one year, the
Organization has elected to apply the optional exemption and therefore is not required to disclose the aggregate
amount of the transaction price allocated to performance obligations that are unsatisfied or partially unsatisfied
at the end of the reporting period. The unsatisfied or partially unsatisfied performance obligations referred to
above are primarily related to a portion of the inpatient acute care services at the end of the reporting period.
The performance obligations for these contracts are generally completed when the patients are discharged,
which generally occurs within days or weeks of the end of the reporting period.

The Organization uses a portfollo approach to account for categories of patient and resident contracts as a
collective group rather than recognizing revenue on an individual contract basis. The Organization used the
following factors to develop portfollos: major payor classes and type of service (e.g., inpatient, outpatient,
emergency, clinic, nursing home, etc.) and geographical location, Using historical collection trends and other
analyss, the Organization evaluated the accuracy of Its estimates and determined that recognizing revenue by
utilizing the portfolio approach approximates the revenue that would have been recognized if an individual
contract approach was used.

The nature, amount, timing, and uncertainty of revenue and cash flows are affected by several factors that the
Organization considers In its recognition of revenue. Following are some of the factors considered:
e Payors (for example, Medicare, Medicaid, managed care, other insurances, patlents, etc.) have different
reimbursement/payment methodologies

o Length of the patient's or resident's service/episode of care
s Geography of the service location
o Lines of business that provided the service {for example, hospital, clinic, nursing home, etc.)

The Organization determines the transaction price, which involves significant estimates and judgment, based on
standard charges for goods and services provided, reduced by contractual adjustments provided to third-party
payors, discounts provided to uninsured patients in accordance with the Organization’s policy, and implicit price
concessions provided to patients and residents. The Organization determines its estimates of contractual
adjustments and discounts based on contractual agreements, its discount policy, and historical experlence. The
Organization determines its estimate of implicit price concessions based on Its historlcal collection experience for
each patient and resident portfolio based on payor class and service type.

13
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Net Patient and Resident Service Revenue {Continued)

The Organization has agreements with third-party payors that provide for reimbursement at amounts that vary
fram its established rates. A summary of the basis of reimbursement with major third-party payors follows:

Hospital Services:

Medicare: The Crganization is designated as a critical access hospital {CAH). As such, all inpatient, swing
bed, and outpatient hospital services are paid based on a cost-reimbursement methodology, except for
certaln types of laboratory, radiology, and professional services provided to Medicare beneficlaries,
which are reimbursed on prospectively determined fee schedules.

Medicaid: Hospital services rendered to lllinois Public Ald beneficiaries are pald at prospectively
determined rates based on a patient classification system. These rates are not subject to retroactive
adjustment; however, In order to receive proper reimbursement, the Organization must file a cost
report annually with the State of IHinols.

On November 21, 2006, the Centers for Medicare & Medicald Services (CMS} approved state of
lllinois {the “State”) legislation for a Medicald Hospital Assessment Program (the “Program”). The
Program was extended through June 30, 2019, and a redesigned program has been approved and
extended through June 30, 2024, Under the Program, the Hospital receives additional Medicaid
reimbursement from the State. Additional funding and reimbursement, through sharing in cost
savings in the Medicaid program, was also available and distributed to participating hospitals
through the development by the State of an Accountable Care Entity ("ACE") which started in 2017,
Total additional enhanced reimbursement above the standard amounts paid by the Medicaid
program for patient care services recognized by the Organization relating to the Program amounted
to $673,127 and 536,181 during 2021 and 2020, respectively, and is included Ir net patient and
resident service revenue in the accompanying consolidated statements of aperations. During 2021
and 2020, the Hospital incurred expense of $319,316 and $287,940, respectively, related to amounts
pald to the state of lilinois for participation in the Program, and these amounts are included in
supplies and other expenses in the accompanylng consolidated statements of operations.

Other: Payment agreements with certain commercial insurance carriers, health maintenance
organlzations, and preferred provider organizations provide for payment using prospectively determined
rates per discharge, discounts from established charges, prospectively determined daily rates, and fee

schedules,
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies {Continued)
Net Patient and Resident Service Revenue {Continued)

Clinlcs

Professional services to clinic patients, including behavioral health, are paid primarily under arrangements which
include prospectively determined rates per visit or procedure or discounts from established charges.

Certain physician and professional services rendered to Medicare and Medicaid beneficiaries in the Organization's
Galena and Elizabeth clinics qualify for reimbursement as Medicare- and Medicald-approved rural health clinic
services. Qualifying services are reimbursed based on a cost-reimbursement methodology. All other physician
and professional services rendered to Medicare and Medicaid beneficiaries are paid based on prospectively
determined fee schedules.

Nursing Home

e Medicare: The Organization's reimbursement under the Medicare program for Part A services is based
on a prospective payment system (PPS). Payments for services rendered vary according to a resident
classification system (RUGs IV or PDPM) that Is based on an MDS of diagnostic and other information.
Medicare pays the Organization for Part B services based on predetermined fee schedules.

e Medicaid: Nursing home resident care services rendered to Medlcaid beneficiaries are reimbursed based
on a schedule of prospectively determined dally rates determined by lllinois' Medicald and Family Care
programs. A rate is assigned ta each nursing home resident based on the resident’s ability to perform
certain activities of dally living and on certain other clinical factors.

The state of lllinols uses a Minimum Data Set {MDS) resident assessment system. As a result, Medicaid
residents are classified into one of 48 RUGs {Resource Utilization Groups) for purposes of establishing
payment rates. Every three months, a case mix average Is developed for the Organization's Medlcaid
residents based on their respective RUGs score, and the Organization is reimbursed based on the
resulting composite case mix Index. Rate adjustments under this program are reflected in income when
determinable.

Laws and regulations concerning government programs, Including Medicare and Medicaid, are complex and
subject to varylng interpretation. Because of investigations by governmental agencles, various healthcare
organizations have received requests for information and notices regarding alleged noncaompliance with those
laws and regulations, which, in some instances, have resuited in organizations entering Into significant settlement
agreements. Compllance with such laws and regulations may also be subject to future government review and
interpretation as well as significant regulatory action, including fines, penalties, and potential excluslon from the
related programs. There can be no assurance that regulatory authorities will not challenge the Organization’s
compliance with these laws and regulations, and it is not possible to determine the impact {if any} such claims or
penalties woulid have upon the Organization.
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Note 1: Summary of Significant Accounting Policies (Continued)

Net Patient and Resident Service Revenue (Continued)

The Centers for Medicare and Medicaid Services (CMS) uses recovery audit contractors (RACs) to search for
potentially inaccurate Medicare payments that may have been made to healthcare providers and were not
detected through existing CMS program integrity efforts. Once the RAC identifies a claim it believes Is inaccurate,
the RAC makes a deduction from or addition to the provider’s Medicare reimbursement In an amount estimated
to equal the overpayment or underpayment. The Organization has not been notified by the RAC of any potential
significant reimbursement adjustments. In addition, contracts the Organization has with third-party payors also
provide for retroactive audit and review of claims.

Settlements with third-party payors for retroactive adjustments due to audits, reviews, or investigations are
considered variable consideration and are included In the determination of the estimated transaction price for
providing patient care. These settlements are estimated based on the terms of the payment agreement with the
payor, correspondence from the payor, and the Organization's historical settlement activity, Including an
assessment to ensure that it is probable that a significant reversal in the amount of cumulative revenue
recognized will not accur when the uncertainty associated with the retroactive adjustment Is subsequently
resolved. Estimated settlements are adjusted in future perlods as adJustments become known (that is, new
information becomes available), or as years are settled or are no longer subject to such audits, reviews, and
investigations.

Generally, patients and residents who are covered by third-party payors are responsible for related deductibles
and colnsurance, which vary in amount. The Organization also provides services to uninsured patients In its
hospital and clinics, and offers those uninsured patients a discount, either by policy or law, from standard
charges. The Organization estimates the transaction price for patients with deductibles and coinsurance and
from those who are uninsured based on historical experience and current market conditions. The initiat estimate
of the transaction price Is determined by reducing the standard charge by any contractual adjustments,
discounts, and implicit price concessions.

Subsequent changes to the estimate of the transaction price are generally recorded as adjustments to net patient
service revenue in the period of the change. Subsequent changes that are determined to be the result of an
adverse change In the patient's ability to pay are recorded as bad debt expense. Bad debt expense for the years
ended September 30, 2021 and 2020, was nat signlficant.

Consistent with the Organization's mission, care is provided to patients regardless of their ability to pay.
Therefore, the Organization has determined it has provided implicit price concesslons to uninsured patlents and
patients with other uninsured balances (for example, copays and deductibles). The implicit price concessions
included In estimating the transaction price represent the difference between amounts billed to patients and the
amounts the Organization expects to collect based on its collection history with thase patlents. The
Organization's policy provides for approximately 10% discounts from established charges to uninsured patients
for making prompt pay for services rendered, and after this initial discount, further discounts are available for
patients that qualify through the hospital's charity care or financlal assistance policy. The uninsured prompt pay
discount percentage remained consistent in 2021 or 2020.
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Note 1: Summary of Significant Accounting Policles (Continued)

Net Patient and Resident Service Revenue {Continued)

For uninsured patients who do not qualify for charity care, the Organization recognizes revenue on the basls of its
standard rates for services provided (or on the basis of discounted rates, If negotiated or provided by policy). On
the basis of historical experience, a significant portion of the Organization’s uninsured patients will be unable or
unwilling to pay for the services provided. Thus, the Organization includes price concessions related to uninsured
patlents in the period the services are provided.

The promised amount of consideration from patients and third-party payors has not been adjusted for the effects
of a significant financing component due to the Organization’s expectation that the period between the time the
service Is provided 1o a patient and the time that the patient or a third-party payor pays for that service will be
one year or less. However, the Organization does, in certain instances, enter into payment agreements with
patients that allow payments In excess of one year. For those cases, the financing component is not deemed to
he significant to the contract.

All incremental customer contract acquisition costs are expensed as they are incurred as the amortization period
of the asset that the Organization otherwise would have recognized Is one year or less in duration.

Charity Care

The Organization provides care to patients who meet certain criterla under its financial assistance policy without
charge or at amounts less than its established rates. Eligible patients and residents are Identified based on
analysis of financial information obtained from the patients and residents. The Organization malntains records to
identify the amount of charges forgone for services and supplies furnished under the financial assistance policy.
Because the Organization does not pursue collection of amounts determined to qualify as charity care, they are
not reported as net patient and resident service revenue in the accompanying consolidated statements of
operations.

Contributions and Donor-Restricted Gifts

Contributions are considered avallable for unrestricted use unless specifically restricted by the donor.
Unconditional promises to give cash and other assets to the Organization are reported at fair value at the
date the promise Is received. Conditional promises to give and indications of intentions to give are reported
at falr value at the date the gift Is recelved. The gifts are reported as elther temporarily or permanently
restricted support if they are received with donor stipulations that timit the use of the donated assets.
When a donor restrictlon expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified as unrestricted net assets and reported in
the consolidated financial statements as net assets released from restrictions. Donor-restricted
contributions whose restrictions are met within the same year as recelved are reported as unrestricted
contributions in the accompanying consolidated financial statements.
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Note 1: Summary of Significant Accounting Policies (Continued)

Income Taxes

The Organization consists soley of nonprofit entities as described in Section 501{c)(3) of the Internai
Revenue Code (the "Code") and are exempt from federal income taxes on related income pursuant to
Section 501(a) of the Code. The Organization's entities are also exempt from state income taxes on related
income. The Organization Is also engaged, to a limited extent, in certain activities subject to taxation as
unrelated business income (UBI). The UBI is not significant.

Advertising Costs
Advertising costs are expensed as incurred.

Real Estate Taxes

The State of IHlinols previously enacted leglslation that clarifies when hospitals are eligible to receive
exemption from property tax reguirements. As part of the legislatlon, haspitals, including the Organization,
must submit to the State of Illinois annual property tax exemption applications, which include information
on the amount of benefits provided to low-Income, charity care, and lllinois Public Ald (Medicaid)
beneficiaries. As of September 30, 2021, the majority of the real estate of the Organization has been
granted property tax exemption by the State of illinois.

Adoption of Accounting Pronouncement

In May 2014, the FASB issued Accounting Standards Update (ASU) No. 2014-09, Revenue From Contracts with
Customers (Topic 606). The objective of the ASU Is to standardize the revenue recognition practices across
entities, industries, jurisdictions, and capital markets by providing a framewark for entitles to apply to recognize
revenue. This new framework provides a five-step approach for recognizing revenue. in additlon te
consideratlon on recognizing revenue based on existing customer contract terms and features, entities will be
required to enhance qualitative and quantitative disclosures in financial statements to describe how revenue is
recognized under the ASU. This ASU was adopted for the Organization’s year ending September 30, 2021, and
did not materially impact the consolidated financial statements.

New Accounting Pronouncement

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The objective of this ASU is to assist
organizations in recognizing the right to the use of an asset and its related liability or obligation when there Is a
contract In place which includes the right to contral or direct the use of an ldentifiable asset. This ASU also
includes provisions where the majority of leases that have lease terms greater than one year are to be recorded
as capltal leases on the balance sheet, whereas in the past, these leases may have been recorded as either capital
leases or operating leases. This ASU Is effective for the Organization’s year ending September 30, 2022,

Management Is evaluating the impact the new accounting pronouncement will have on the Organization.
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Note 1: Summary of Significant Accounting Policies (Continued)

Subsequent Events

Subsequent events have been evaluated through February 1, 2022, which is the date the consolidated
financial statements were avallable to be issued.

Note 2: COVID-19

Starting in March 2020, the nation in general, and healthcare-related entitles specifically, have been faced with a
global pandemic. As healthcare entities prepared for the crisis, operational changes were made to delay routine
visits and elective procedures and reevaluate the entire care delivery model to care for patient needs, specifically
those affected by COVID-19. The complete flnanclal impact on the economy In general and healthcare-related
entities specifically is undeterminable at this time; however, it was noted and experienced by the Organization
that both operational performance and cash flows for healthcare-related entitles have been and will be impacted
in fiscal years 2020 and 2021, as well as future periods until the pandemic ends.

Through September 30, 2021, the Organization recelved approximately $5,124,000 in funding from these
programs between 2021 and 2020, and has recognized approximately $1,544,000 and $3,580,000 as other
operating revenue based on the current terms and conditions of the programs in the accompanying consofidated
statements of operations during the years ended September 30, 2021 and 2020, respectively. Funding was
received from multiple sources, including but not limited to approximately $4,862,000 of provider relief funds
from the U.S. Department of Health and Human Services ("HHS") Coronavirus Ald, Reltef, and Economic Security
("CARES") and American Rescue Plan ("ARP") Acts and $262,000 in other funding from the State of lllinols and
other sources received related to COVID-19 assistance.

These funds are subject to various financial and compliance guidelines for intended uses as published by the
federal and state governments. Management Is continuing to monitor compliance with the terms and conditions
of the Provider Relief Funds as new guidance and clarification Is released from HHS and other agencies. If the
Organization Is unable to attest to or comply with current or future terms and conditions as more information
becomes avallable, the Organization's ability to retaln some or ali of the distributions received may be impacted.

In addition, the Organization received approximately $2,398,000 of funding from the U.S. Small Business
Administration {SBA) Paycheck Protection Program ("PPP"} in the form of a loan as part of the CARES Act in 2020.
During 2021, the Organization received notice that the PPP funds were fully forgiven, and as such a gain on
forgiveness of long-term debt was recorded In the accompanying statements of operations.
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Note 3: Net Patient and Resident Service Revenue

The composition of net patient and resident service revenue by line of business, based on the geographic region
the Organization operates in, as outlined in Note 1, for the years ended September 30 are as follows:

2021 2020
Service lines:
Hospital services S 23,795,400 § 18,751,247
Clinlc services 1,969,800 1,715,963
Nursing home services 2,282,592 2,263,492
Totals $ 28,047,792 $ 22,730,702

Patient and resident service revenue {net of contractual allowances, discounts, and implicit price concessions) by
payor consisted of the following for the year ended September 30:

2021 2020
Medicare and Medlcare Advantage plans $ 14,379,352 5 12,349,430
Medicaid and Medicaid HMO plans 4,175,311 2,928,242
Other third-party payors 7,431,804 5,525,165
Uninsured patients 2,061,325 1,927,865
_Totals _ _ $ 28,047,792 § 22,730,702

Note 4: Charity Care

The Organization provides healthcare services and other financial support through various programs that are
designed, among other matters, to enhance the health of the community, including the health of low-income
patients. Consistent with the misslon of the Organization, care Is provided to patients regardless of their ability
to pay, including providing services to those persons who cannot afford health insurance because of inadequate
resources or who are underinsured.

Patients who meet certain criterla for charity care, generally based on federal poverty guidelines, are provided
care without charge or at a reduced rate, determined based on qualifying criterla as defined in the Organization's
financial assistance policy and from applications completed by patients and their families. The Organization is
also required to provide additional discounts to uninsured hospital patients under the Hospital Uninsured Patlent
Discount Act as required by lltinols state law.
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Note 4: Charity Care (Continued)

The estimated cost of providing care to patients under the Organization's financial assistance policy was
approximately $224,000 and $189,000 in 2021 and 2020, respectively. The cost was calculated by multiplying the
ratio of cost to gross charges for the Organization times the gross uncompensated charges associated with
providing the charity care.

Other benefits for the community for which the Organization is not compensated or for which compensation is

below cost also include unpald costs of treating the elderly, health screenings, community education through
seminars and classes, and cther health-related services.

Note 5: Investments and Assets Limited as to Use

The composition of assets limited as to use at September 30 Is set forth in the following table:

2021 2020

Board designated for capital improvements:

Money market funds S 100,152 § 2,607,694

Repurchase agreements 9,371,674 -

Notes receivable 660 2,585
Total Board designated for capital Improvements 5,472,486 2,610,279
Restricted for medical scholarships:

Cash 100 100

Repurchase agreement 1,378,484 1,354,573

Notes receivable 198,548 204,416
Total restricted for medical scholarships 1,577,132 1,559,089
Total assets limited as to use $ 11,049,618 $ 4,169,368

Note 6: Fair Value Measurements
Following s a description of the valuation methodologies the Organization used for assets measured at fair value:

Money market funds are valued using a net asset value of $1.00. Quoted prices by a financial institution for
principal plus accrued interest approximate the fair value of the repurchase agreement.

The method described for fair value calculations may produce a calculation that may be different from the net
realizable value or not reflective of future values expected to be received. The Organization believes that its
valuation method is appropriate and conslstent with other market participants; however, the use of these various
methodologles and assumptions may produce results that differ in the estimates of fair value at the financial

reporting date.
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Note 6: Fair Value Measurements (Continued)

information regarding assets, principally included in assets limited as to use and other assets, measured at fair
value an a recurring basis as of September 30 Is as follows:

Total Assets at
2021 Level 1 Level 2 Level 3 Fair Value
Assets:
Money market funds [ -§ 100,152 S - § 100,152
Repurchase agreement - 10,750,158 - 10,750,158
Total _ S - $ 10,850,310 S - $ 10,850,310
Total Assets at
2020 Level 1 Level 2 Level 3 Fair Value
Assets:
Money market funds S -$ 260769 S - $ 2,607,694
Repurchase agreement = 1,354,573 = 1,354,573
Total [ - $ 3,962,267 $ - $ 3,862,267

Note 7: Liquidity and Availability of Financial Assets

The Organization does not have a formal liquidity policy but generally strives to maintain financial assets in liquid
form such as cash and cash equivalents for at least approximately three to six months of operating expenses.
Other funds, included in assets limited as to use in the accompanying consolidated balance sheets, are considered
available for operational or capital needs, except for investments with restrictive redemption requirements.
Occasionally, the Board of Directors designates a portion of operating surplus to be appropriated at its discretion
for future operational initiatives and capital expenditures. These funds, at the discretion of the Board of
Directors, could be released immediately or sold and redeemed prior to their maturity and are not considered
available under the Organization's general liquidity management. At September 30, 2021 and 2020, the balance
of these funds was $9,472,486 and $2,610,279.

Financial assets avallable for general expenditures, such as operating expenses, purchases of property and
equipment, and scheduled debt service payments, within one year of the consolidated balance sheet date,
comprise the following at September 30, 2021 and 2020:

2021 2020
Cash ' $ 5,130,329 $ 10,243,015
Patient and resident receivables - Net 4,440,760 4,161,255
Other receivables 350,119 228,415
;otal _ $ 9,921,208 $ 14,632,685
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Note 8: Property and Equipment - Net

Property and equipment consisted of the following at September 30:

2021 2020
Land S 448,597 § 448,597
Land improvements 3,994,943 3,983,868
Buildings 38,871,457 38,840,752
Major mevable equipment 11,682,490 11,785,088
Total property and equipment 54,997,487 55,058,305
Less - Accumulated depreciation 34,495,342 32,955,670
Net depreciated value 20,502,145 5 22,102,635
Construction In progress 227,699 208,170
Property and equipment - Net $ 20,729,844 S 22,310,805

The cost of equipment under capital lease obligatians, which is included in major movable equipment, was
$2,174,485 and $2,251,386 at September 30, 2021 and 2020, respectively, and the related accumulated
amortization was $1,088,701 and $757,143 at September 30, 2021 and 2020, respectively.

23
Page 165 Afttachment 34



#22-037

Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 9: Long-Term Debt and Capital Lease Obligations

Long-term debt consisted of the following at September 30:

2021 2020

United States Department of Agriculture (USDA), Rural Development, Direct
Loans dated April 25, 2019, bearing interest at 3.5%. The loans are payable in
monthly Instaliments of principal and interest of $151,140 with a final payment
due April 25, 2049. Interest only payments of $96,250 per month Is due on the
loans through April 25, 2020.

$ 32,047,581 $§ 32,726,732
Secured Rural America Bonds, Series 2019A, dated Aprll 25, 2019, bearing
interest at 5.5%. The bonds are payable in monthly installments of principat and
interest of $17,049 starting June 1, 2018, through May 1, 2049.

2,801,060 2,944,780

1.S. Small Business Administration Paycheck Protection Program Loan ("PPP
Loan"), dated April 13, 2020, bearing interest at 1.00%. Principal and interest is
due over an eighteen month perlod of time, beginning following a minimum of

a slx month deferral pertod after issuance of the loan, if not forgiven. - 2,398,100
Capltal lease obligations with imputed interest rates ranging from 2.99% to

5.50%, collateralized by leased equipment, payable in monthly installment

payments as required in various agreements. 1,198,552 1,536,038
Totals 36,147,193 39,605,650
Less - Current portion 1,119,416 2,565,681
Less - Uinamortized debt issuance costs 284,405 294,716
Long-term portion S 34,743,372 § 36,745,253

The loan and bond agreements contain various covenants, including those relating to limitations on incurring
additional debt, disposing of property, debt service coverage ratio, days cash on hand ratio, and timely
submission of specified financial reports and other information. USDA also requires the Organization to maintain
reserve accounts with specific balances for debt services, reserve, and replacement reserve purposes. USDA has
authorized the funds in the Organization's Board designated capital improvement fund, which is included in
assets limited as to use in the accompanying consolidated balance sheets, to meet these funding requirements.

The PPP loan program allows for forgiveness of a portion or all of the loan balance based on the level of
employee retention during either an eight or twenty-four week period following the Issuance of the loan, plus
certain other qualifying expenses In addition to payroll costs. The Organization received a formal notice of
forgiveness In 2021, and as such, recognized a gain on forgiveness of long-term debt in the accompanying
consolidated statements of operations.
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Note 9: Long-Term Debt and Capital Lease Obligations {Continued)

Scheduled principal payments on long-term debt and capital lease obligations at September 30, 2021, including
current maturities, are summarized as follows:

Long-Term  Capital Lease

Debt Obligations
2022 $ 749,510 & 407,517
2023 777,130 315,057
2024 805,787 156,670
2025 835,521 153,259
2026 866,373 115,740
Thereafter 30,914,320 151,998

$ 34,948,641 1,300,241

Less - Amounts representing interest on capital lease obligations 101,689

$ 119855

Note 10: Operating Leases
The Organization has entered into operating lease agreements for equipment and a dlinic bullding with

unrelated parties. Rental and lease expense under all operating leases totaled approximately $30,500 and
$23,000 in 2021 and 2020, respectively.

Note 11; Net Assets With Donor Restrictions and Endowments

Net assets with donor restrictions include assets set aside in accordance with donor restrictions as to time or use,
Net assets with donor restrictions are available for the following purposes at September 30:

2021 2020
Donor restricted, including interest income, for medical education and
scholarships $ 1,235703 $ 1,223,638
Donor restricted to be maintained in perpetuity, with interest income
expendable, for medical education scholarships and loans 341,429 335,451
Total donor restricted funds $ 1,577,132 $ 1,559,089
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Note 11: Net Assets With Donor Restrictions and Endowments (Continued)

The Organization's net assets with donor restrictions include two endowment funds that are invested in various
investments including cash accounts and repurchase agreements. The endowment funds were established by
donors to be maintained In perpetuity, the income of which is expendable for medical education scholarships and
loans upon approval of the Board of Directors.

The Board of Directors of the Organization have Interpreted the Uniform Prudent Management of Institutional
Funds Act {UPMIFA) as requiring the preservation of the fair value of the orlginal gift to the endowment fund
absent any expliclt donor stipulations that would otherwise dictate the contributed funds. The Organization has
adopted investment and spending policies for endowment assets that attempt to provide a dependable method
of funding programs supported by the endowment funds while seeking to preserve the purchasing power of the
endowment assets. Under this policy, the Organization monitors the investments of the endowment so that
these assets are invested in funds that are not expected to decline significantly in value in the future. This
method of investing will maintain the purchasing power of the endowment assets that are required to be held in
perpetuity, as well as to provide additional purchasing ability through investment returns.

Changes in endowment net assets for the years ended September 30 consisted of the following:

2021
Donor Restricted Donor Restricted
Subject to to be Held in
Appropriations Perpetuity Total

Endowment net assets at beginning of year S 136,802 $ 198,649 $ 335,451
Interest income 5,978 - 5,978
Total . $ 142,780 & 198,649 § 341,429

2020

Donor Restricted Donor Restricted
Subject to to be Held in

Appropriations Perpetuity Total
Endowment net assets at beginning of year $ 126,993 § 198,649 § 325,642
Interest income 9,809 - 9,805
Total $ 136,802 $ 198,649 § 335,451
[ — =——— === ———
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Note 12: Retirement Plan

The Organization sponsors a defined contribution retirement plan for substantially all its employees. The
Organization contributed up to 4% of the participating employees’ eligible compensation based on a
matching formula. The total retirement plan expense for the years ended September 30, 2021 and 2020,
was $313,855 and $278,721, respectively.

Note 13: Malpractice Insurance

For the years 2021 and 2020, the Organization participated in a risk pooling insurance program known as the
Hlinois Provider Trust to provide professional and general medical liability coverage. The risk pool is a self-funded
insurance pool made up of over 40 member hospitals In lllinois and coverage Is maintained through the pool and
relnsurance agreements for comprehensive general and hospital professional liability coverage of up to
$2,000,000 per claim and in the aggregate to January 1, 2022. As of September 30, 2021 and 2020, management
was unaware of any known clalms of material amounts that would require reason to report a contingent loss on
the consolidated balance sheets; thus no amount is recorded in the September 30, 2021 and 2020, consolidated
balance sheets for unasserted clalms.

Note 14: Concentration of Credit Risk

Financial instruments that potentially subject the Organization to credlt risk consist principally of accounts
receivable and cash deposits in excess of insured limits in financial institutions.

Accounts receivable consist of amounts due from patients and residents, their insurers, or governmental agencies
{primarily Medicare and Medicaid) for healthcare provided to the patients and residents. The majority of the
Organization’s patients and residents are from Galena, lllinois, and the surrounding area.

The mix of recelvables from patients and third-party payors Is as follows at September 30:

2021 2020
Medicare 6% 33%
Medicaid 19 % 17 %
Commercial insurance 31% 33%
Patlents and residents 14 % 17 %
Total 100 % 100 %
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Note 14: Concentration of Credit Risk (Continued)

The Organization malntains depository relationships with area financial institutions that are Federal Deposit
Insurance Corporation (FDIC) insured Institutions. The Organization maintains cash in accounts at these
institutions which are Insured by the FDIC up to $250,000. Operating cash needs often require that amounts
on hand exceed FDIC limits. At September 30, 2021, the Organization had deposits at area financial
institutions In excess of FDIC limits, and in order to limit its credit risk with respect to these deposits, the
Organization has executed repurchase agreements with the financial institutions to provide for additional
collateral on the majority of the amounts above the standard FDIC-insured limits. At

September 30, 2021, there were no deposits in excess of the additional coliateral pledged by the financial
Institutions through the repurchase agreemeents on the Organization’s deposits.

Note 15: Functional Expenses

The Organization provides general healthcare services to residents within Its geographic location. The
accompanying consolidated statements of operations present certaln expenses that are attributed to more
than one program or supporting function, Therefore, expenses require allocation on a reasonable basis.
Employee benefits are allocated based on factors of elther salary expense or actual employee expense.
Overhead costs that Include things such as professional services, office expenses, information technology,
Insurance, and other similar expenses are allocated on a variety of factors Including revenues and
departmental expense. Costs related to building and equipment usage include depreciation and interest and
are allocated on a square footage or direct assignment basls. Expenses related to providing these services
for the years ended September 30, 2021 and 2020, are as follows:

2021 2020
Healthcare General Healthcare General
Services  Administrative Total Services  Administrative Total

Salarles and wages $ 9,914,151 $ 1,619,337 $ 11,533,488 § 8,880,831 $ 1,442,325 $ 10,323,156
Employee benefits 2,351,203 436,950 2,788,153 2,147,912 424,546 2,572,458
Supplies and other expenses 8,613,263 2,227,962 10,841,225 7,373,932 1,816,367 9,190,299
Depreclation 2,038,477 356,362 2,394,839 2,092,574 342,005 2,434,579
Interest 1,146,881 200,496 1,347,377 1,161,182 189,781 1,350,963

$ 24,063,975 § 4,841,107 $ 28,905,082 $ 4,215024 $  4,215024 $ 25,871,455
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Midwest Consolidated  Comparltive
Midwest Medical Totals Totals
September 30, Medical Center Foundatlon 2021 2020
ASSETS
Current assets:
Cash $ 5,103,871 § 26,458 $ 5,130,329 $ 10,243,015
Patient and resident receivables - Net 4,440,760 - 4,440,760 3,765,356
Other recelvables 350,119 - 350,119 228,415
Inventorles 462,726 13,737 476,463 393,868
Prepaid expenses 208,734 208,734 150,902
Total current assets 10,566,210 40,195 10,606,405 14,781,556
Assets limlted as to use:
Board designated for capital improvements 9,472,486 - 9,472,486 2,610,279
Restricted for medical scholarships 1,577,132 - 1,577,132 1,559,089
Total assets iimlted as to use 11,049,618 - 11,049,618 4,169,368
Property and equipment - Net 20,729,844 - 20,729,844 22,310,805
Other assets 2,500 - 2,500 6,562
Total assets 3 42,348,172 $ 40,195 S 42,388,367 $ 41,268,291
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Midwest Medical Foundation and Affiliate
Consolidating Balance Sheets (Continued)

September 30,

Midwest Consolidated  Comparitive
Midwest Medical Totals Totals
Medical Center Foundatlon 2021 2020

LIABILITIES AND NET ASSETS (DEFICIT)

Current liabllities:
Current portion of long-term debt and capital
lease obligations

$ 1,119,416 $ $ 1119416 5 2,565,681

Accounts payable 930,294 - 930,294 966,343
Accrued expenses:
Salarles and wages 661,011 - 661,011 775,022
Vacation 411,761 - 411,761 324,703
Amounts payable to third-party reimbursement
programs 550,000 - 550,000 300,000
Security deposits 95,786 - 95,786 84,703
Deferred revenue 19,162 - 19,162 1,158,973
Total current liabilities 3,787,430 - 3,787,430 6,175,425
Long-term liabilities:
Lang-term debt and capital lease obligations -
Less current portion 34,743,372 - 34,743,372 36,745,253
Total liabilities 38,530,802 - 38,530,802 42,920,678
Net assets {deficit):
Without donor restrictions 2,240,238 40,195 2,280,433 (3,211,476)
With donor restrictions 1,577,132 - 1,577,132 1,559,089
Total net assets {deficit) 3,817,370 40,195 3,857,565 (1,652,387}

Total liabilities and net assets (deficit)

$ 42,348,172 § 40,195 $ 42,388,367 $ 41,268,291

See Independent Auditor's Report.
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Midwest Medical Foundation and Affiliate

Consolidating Statements of Operations

Midwest Consolidated  Comparitive
Midwest Medical Totals Totals
Years Ended September 30, Medical Center Foundation 2021 2020
Revenue:
Net patient and resident service revenue 28,047,792 - 28,047,792 22,730,702
Other operating revenue 3,706,912 - 3,706,912 5,566,245
Total revenue 31,754,704 - 31,754,704 28,296,947
Expenses:
Salaries and wages 11,533,488 - 11,533,488 10,323,156
Employee benefits 2,788,153 - 2,788,153 2,572,458
Supplies and other expenses 10,841,225 - 10,841,225 9,190,299
Depreciation 2,394,839 - 2,394,839 2,434,579
interest 1,347,377 - 1,347,377 1,350,963
Total expenses 28,905,082 - 28,905,082 25,871,455
Income from operations 2,849,622 - 2,849,622 2,425,492
Other income (expense}:
Contributions - Net 76,452 {1,767) 74,685 49,860
Interest Income 224,732 B 224,732 158,939
Rental income 18,795 - 18,795 5,828
Rental expense, including depreciation expense (36,061) - {36,061) {43,278)
Loss on disposal and sale of property and
equipment (37,964) - ({37,964) {12,942)
Gain on forgiveness of long-term debt 2,398,100 - 2,398,100 -
Total other income - Net 2,644,054 {1,767) 2,642,287 158,407

Revenue in excess {deficiency) of expenses

$ 5,493,676 $

{1,767) $ 5,491,909 5 2,583,899

See Independent Auditor's Report.
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Midwest Medical Foundation and Affiliate
Consolidating Statements of Changes in Net Assets {Deficit)

Years Ended September 30,

Midwest
Maedical Center

Midwest Consolidated  Comparitive
Maedlcal Totals Totals
Foundation 2021 2020

Net assets (deficit) without donor restrictions:
Revenue in excess (deflciency) of expenses

$ 5,493,676 3%

(1,767} $ 5,491,909 $ 2,583,899

Net assets with donor restrictions:

Interest income 25,284 25,284 22,301
Loans forgiven (7,241) {7,241) {8,156)

Increase th net assets with donor restrictlons 18,043 - 18,043 14,145

Change in net assets {deficit) 5,511,719 (1,767) £,509,952 2,598,044
Net assets {deficit), beginning {1,694,349) 41,962 {1,652,387) {4,250,431)

Net assets (deficit), end

$ 3817370 $

40,195 $ 3,857,565 $ (1,652,387)

See Independent Auditor's Report.
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Other Reports
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Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters

Midwest Medical Foundation and Affiliate
Galena, lllinois

We have audited, in accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the consolidated financial statements of Midwest Medical Foundation and Affiliate,
which comprise the consolidated balance sheet as of September 30, 2021, and the related consolidated
statemerit of operations and changes In net assets and cash flows for the year ended September 30, 2021, and
the related notes to the consolidated financial statements, and have issued our report thereon dated February 1,
2022,

Auditor's Responsibility

In planning and performing our audit of the consolidated financial statements, we considered Midwest Medical
Foundatlon and Affiliate's Internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate In the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Midwest Health
Foundation and Affiliate's internal control. Accordingly, we do not express an opinion on the effectiveness of
Midwest Medtcal Foundation and Affiliate’s internal control.

A deficlency in internal control exists when the design or operation of a contro! does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness Is a deficiency, or combination of deficiencies, in internal
contral, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented or detected and corrected on a timely basis. A significant deficiency Is a
deficiency, or a combination of deficiencies, in internal control that Is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Auditor's Responsibility (Continued)

Our consideration of Internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Glven these limitations, during our audit, we did not identify any deficiencies in
internal control that we consider to be materlal weaknesses. However, material weaknesses may exist that
have not been identified. We did identify a certain deficiency in Internal control that we consider to be a
significant deficlency:

2021-001 Segregation of Dutles

Condition — Segregation of duties provides stronger Internal controls by not allowing one person to
have control and responsibllity over a complete accounting system (cash receipts, cash disbursements,
payroll and purchasing, receiving, and accounts payable). it was noted that certain individuals In the
Organization have significant responsibilities or access within the Information systems to many of the
financial accounting cycles such as accounts payable, payroll, financial accounting, and reporting,
which creates a concern over segregation of duties. Due to the small staff size in the accounting
departments, particularly noted within information systems access in registration and in purchasing
and recelving functions, a lack of segregation of duties exists.

Criteria — The lack of proper segregation of duties is considered an internal control weakness.

Effect — As a result of not having a sufficient number of individuals in the accounting department to
segregate dutles, risk of misappropriation and fraudulent transactions in financial reporting increases.

Recommendation ~ We encourage the Board of Directors and management to strengthen Internal
controls or implement mitlgating controls where possible.

Management's Response — The Organization has added an additional accounting position who will
assist In many of the areas and create additional segregation of duties to some areas in the future, and
access within the information systems and purchasing functions will also be reviewed in the upcoming
fiscal year. The Board of Directors and management are aware af incompatible duties and will
continue to provide oversight and monitor the Organization’s operations.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Midwest Medical Foundatlon and Affiliate's financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
affect on the financlal statements. However, providing an opinion on compliance with those provisions was not
an objective of our audit, and accordingly, we do not express such an opinion, The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Responses to Findings

Midwest Medical Foundation and Affiliate's responses to the findings identified in our audit are described in the
accompanying schedule of findings and guestioned costs. Midwest Medical Foundation and Affiliate's responses
were not subjected to the audit procedures applied in the audit of the financlal statements, and accordingly, we
express no opinion on them.
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Purpose of This Report

The purpose of this report Is solely to describe the scope of our testing of internal control and compliance, and
the results of that testing, and not to provide an opinion on the effectiveness of Midwest Medlcal Foundation and
Affiliate's internal control or on compliance. This report is an integrat part of an audit performed In accordance
with Government Auditing Standards in considering the Midwest Medical Foundation and Affiliate's Internal
control and compliance, Accordingly, this communication is not suitable for any other purpose.

(/Uq'a/.a' LLP
Wipfli LLP

February 1, 2022
Eau Claire, Wisconsin
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Midwest Medical Foundation and Affiliate
Years Ended September 30, 2020 and 2019
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WIPFLI

independent Auditor's Report

Board of Directors
Midwest Medical Foundation and Affiliate
Galena, llinois

Report on the Financlal Statements

We have audited the accompanying consolidated financial statements of Midwest Medical Foundation and
Affillate, which comprise the consclidated balance sheets as of September 30, 2020 and 2019, and the related
consolidated statements of operations, changes in net deficit, and cash flows for the years then ended and the
related notes to the consolidated financial statements,

Management'’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financla! statements In accordance
with accounting principles generally accepted in the United States; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financia! statements that are
free from material misstatement, whether due to fraud or error.

Auditor's Responsihility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States and the standards applicable
to financial audits contalned In Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor conslders Internal contral relevant to the entity's preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained Is sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion

In our opinion, the consolidated financial statements referred to above present falrly, in all material respects, the
financial position of Midwest Medical Feundation and Affiliate as of September 30, 2020 and 2019, and the
results of their operations, changes in their net deficit, and their cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States.

Other Matters

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The supplementary consolidating information appearing on pages 31 through 34 is presented for the
purpose of additional analysis and is not a required part of the consolidated financlal statements, Such
Information Is the responsibllity of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audit of the consolidated financial statements and certain
additional procedures, including comparing and reconciling such Information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the consolidated
financial statements themselves, and other additional procedures In accordance with auditing standards generally
accepted in the United States. In our opinion, the information is falrly stated, in all materiat respects, in relation
to the consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also Issued our report dated February 2, 2021, on
our cansideration of Midwest Medical Foundation and Affiliate's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal contro}
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Midwest Medicat Foundation and Affiliate's internal control
over financial reporting and compliance.

W%LL' LLP
Wipfli LLe

February 2, 2021
Eau Claire, Wisconsin
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Midwest Medical Foundation and Affiliate
Consolidated Balance Sheets

September 30, 2020 2019

ASSETS

Current assets:
Cash $ 10,243,015 § 2,401,326
Patient and resident receivables - Net 3,765,356 4,885,312
Other receivables 228,415 14,347
Inventories 393,868 378,343
Prepald expenses 150,902 141,854

Total current assets 14,781,556 7,821,182

Assets limlted as to use:

Board designated for capital improvements 2,610,279 2,563,978
Restricted for medical scholarships 1,559,089 1,544,944
Total assets limited as to use 4,169,368 4,108,922
Property and equipment - Net 22,310,805 23,056,785
Other assets 6,562 6,561
Total assets $ 41,268,291 § 34,993,450
3
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Midwest Medical Foundation and Affiliate
Consolidated Balance Sheets (Continued)

September 30, 2020 2019
LIABILITIES AND NET DEFICIT
Current liabilities:
Current portion of long-term debt and capital lease obligations $ 2,565,681 § 599,987
Accounts payable 966,343 874,108
Accrued expenses:
Salarles and wages 775,022 454,269
Vacation 324,703 297,359
Interest - 481,250
Amounts payable to third-party reimbursement programs 300,000 270,000
Security deposits 84,703 87,904
Deferred revenue 1,158,973 309,159
Total current liabilities 6,175,425 3,374,036
Long-term liabllities:
Long-term debt and capital lease obligations - Less current portion 36,745,253 35,869,845
Total liabilities 42,920,678 39,243,881
Net deficit:
Without donor restrictions (3,211,476) {5,795,375)
With donor restrictions 1,559,089 1,544,944
Total net deficit {1,652,387) (4,250,431)
Total tiabilitles and net deficit $ 41,268,291 § 34,993,450
See accompanying notes to consolidated financlal statements.
4
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Midwest Medical Foundation and Affiliate

Consolidated Statements of Operations

Years Ended September 30, 2020 2019
Revenue:
Patient and restdent service revenue - Net of contractual
allowances and discounts 22,957,609 $ 23,565,549
Provision for bad debts (226,907) {740,171)
Net patient services revenue, less provision for bad debts 22,730,702 22,825,378
Other operating revenue 5,566,245 1,866,708
Total revenue 28,296,947 24,692,086
Expenses:
Salaries and wages 10,323,156 9,690,978
Employee benefits 2,572,458 2,585,441
Supplies and other expenses 9,190,299 8,152,690
Depreciation 2,434,579 2,310,053
Interest 1,350,963 2,227,543
Total expenses 25,871,455 24,966,705
Income {loss) from operations 2,425,492 (274,619)
Other Income {expense):
Contributions 49,860 99,831
Interest Income 158,939 114,709
Rental income 5,828 22,885
Rental expense, Including depreciation expense (43,278) {43,278)
Loss on disposal and sale of property and equipment (12,942) {3,587)
Galn on forgiveness of long-term debt - 672,886
Total other income - Net 158,407 863,446
Revenue in excess of expenses 2,583,899 § 588,827
See accompanying notes to consolidated financial statements.
5
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Midwest Medical Foundation and Affiliate
Consolidated Statements of Changes in Net Deficit

Years Ended September 30, 2020 2019
Net deficit without donor restrictions:
Revenue In excess of expenses S 2,583,899 % 588,827
Net assets with donor restrictions:
Interest income 22,301 22,575
Loans forgiven (8,156) {5,564)
Increase in net assets with donor restrictions 14,145 17,011
Change In net deflcit 2,598,044 605,838
Net deficit, beginning {4,250,431} {4,856,269)
Net deficit, end $ (1,652,387} $ (4,250,431)
See accompanying notes to consolidated financial statements.
6
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Midwest Medical Foundation and Affiliate

Consolidated Statements of Cash Flows

Years Ended September 30, 2020 2019
Increase [decrease)} In cash:
Cash flows from operating activities:
Chagge in net deficit S 2,598,044 § 605,838
Adjustments to reconcile change in net deficit te net cash provided by
operating activities:
Depreclation 2,477,857 2,353,331
Amortization 10,310 18,337
Provision for bad debts 226,907 740,171
Loss on disposal and sale of assets 12,942 3,587
Gain on forgiveness of lang-term debt - (672,886)
Restricted contributions and Investment Income {22,301) {22,575)
Changes In operating assets and liabilities:
Patient and resident receivables 893,049 {251,570)
Other receivables {214,068) 24,106
Inventories {15,525) 4,397
Prepaid expenses {9,048) {15,953)
Accounts payable 92,235 71,706
Accrued expenses {133,153) {877,754)
Amounts payable to third-party reimbursement programs 30,000 {130,000}
Security deposits {3,201) {11,889)
Deferred revenue 849,814 {287,486}
Total adjustments 4,195,818 945,522
Net cash provided by operating activities 6,793,862 1,551,360
Cash flows from investing activities:
Purchases of property and equipment {724,410) (467,402)
Proceeds from sale of property and equipment - 150
{Increase) decrease in assets limited as to use {60,446) 5,424,623
Net cash provided by (used in) investing actlvities (784,356) 4,957,371
Cash flows fram financing actlvitles:
Proceeds from Issuance of long-term debt 2,398,100 36,000,000
Payments of principal on long-term debt and capital lease
obligations (587,718) (41,988,318)
Cash paid for debt issuance costs - {309,322)
Restricted contributions and interest income 22,301 22,575
Net cash provided by (used in) financing activities 1,832,683 {6,275,065)
Increase in cash 7,841,689 233,666
Cash at beginning of year 2,401,326 2,167,660
Cash at end of year $ 10,243,015 5 2,401,326
7
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Midwest Health Foundation and Affiliate
Consolidated Statements of Cash Flows (Continued)

Years Ended September 30, 2020 2019
Supplemental cash flow information:
Cash paid during the year for interest $ 1,821,903 § 3,178,445
Cost of assets acquired under capital lease obligations 1,020,409 -

See accompanying notes to consolidated financlal statements.
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Pollicies

The Entity

Midwest Medical Foundation (the “Foundation”) is a non-stock, not-for-profit lllinois corporation that was
established as a supporting organization to MMC Health System and Midwest Medical Center {the "Medical
Center") to accumulate, manage, and expend funds for the benefit and advancement of the Medical Center
and other community health activities. Prior to March 2019, MMC Health System, a non-stock, not-for-
profit Ilinols corporation was the sole corporate member of the Foundation and the Medical Center. In
March 2019, the Foundation entered into an acquisition agreement with MMC Health System and the
Medical Center. The agreement reorganized the entities and the Foundation became the sole member of
the Medical Center, and MMC Health System was dissoived. MMC Health System had no assets, liabilities,
revenue, or expenses through the date of reorganization in 2019.

The Foundation operates the Medical Center, whose primary purpose is to provide healthcare services to
the residents of the City of Galena, lllinols, and the surrounding area. The Medical Center operates a 25-bed
acute care hospital, 57-bed nursing home, two outpatient clinics, and an assisted living apartment complex,
which provides comprehensive medical, emergency, outpatient, clinical healthcare, and fong-term care
services,

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of MMC Health System, the
Foundation, and the Medical Center {collectively the "Organization"). All material intercompany accounts
and transactions have been eliminated In consolidation.

Financial Statement Presentation

The Organization follows accounting standards set by the Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC). The ASC is the single source of autharitative accounting principles
generally accepted In the United States (GAAP) to be applied to nongovernmental entities in the preparation
of financial statements In conformity with GAAP,

Use of Estimates in Preparation of Consolidated Financial Statements

The preparation of the accompanying consolidated financial statements In conformity with GAAP requires
management to make estimates and assumptions that directly affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabiiltles at the date of the consolidated financlal statements
and the reported amounts of revenue and expenses during the reporting period. Actual results may differ from
these estimates.
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Patient and Resident Receivables and Credit Policy

Patient and resident receivables are primarlly uncollateralized patient and resident obligations that are stated at
the amount management expects to collect from outstanding balances. These obligatlons are primarily from
local residents, most of whom are insured under third-party payor agreements. The Organization bills third-party
payors on the patients’ and residents’ behalf, or if a patient or resident Is uninsured, the patient or resident is
bllled directly. Once claims are settled with the primary payor, any secondary payor Is billed, and patients and
residents are billed for copay and deductible amounts that are the patients’ and residents’ responsibility.
Payments on patient and resident receivables are applied to the specific claim identified on the remittance advice
or statement. The Organization does not have a policy to charge Interest on past due accounts.

Patient and resident recelvables are recorded In the accompanyling consolidated balance sheets net of
contractual adjustments and an allowance for uncollectible accounts, which reflect management’s estimate of
the amounts that will not be collected. Management provides for contractual adjustments under terms of third-
party relmbursement agreements through a reduction of gross patient and resident service revenue and a credit
to patient and resident receivables. in addition, management provides for probable uncollectible amounts,
primarily uninsured patients and amounts for which patlents and residents are personally responsible, through a
charge to operations and a credit to the allowance for uncollectible accounts based on its assessment of historical
collection likellhood and the current status of individual accounts.

In evaluating the collectibility of patient and resident receivables, the Organization analyzes past results and
identifies trends for each of its major payor sources of revenue to estimate the appropriate allowance for
uncollectible accounts and provision for bad debts. Management regufarly reviews data about these major payor
sources of revenue in evaluating the sufficiency of the allowance for uncollectible accounts. Specifically, for
recelvables associated with services provided to patients or residents who have third-party coverage, the
Organization analyzes contractvally due amounts and provides an allowance for uncollectible accounts and a
provision for bad debts for expected uncollectible deductibles and copayments on accounts for which the third-
party payor has not yet paid, or for payors and patients or residents who are known to be having financlal
difficulties that make the realization of amounts due unlikely.

For recelvables assoclated with self-pay patients and residents {(which Includes both patlents without insurance
and patients with deductible and copayment balances due for which third-party coverage exists for part of the
bill), the Organization records a significant provision for bad debts in the period of service on the basis of its past
experlence, which indicates that many patients are unable or unwilling to pay the portion of their bill for which
they are financially responsible. The difference between the standard rates {or the discounted rates if
negotlated) and the amounts actually collected after all reasonable collection efforts have been exhausted is
charged off against the allowance for uncollectible accounts.

Inventorles

Inventories conslst primarily of medical supplies, general supplies, and pharmaceuticals used in the delivery of
healthcare services. Inventories are stated at the lower of cost or net realizable value.
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Assets Limited as to Use and Investment Income

Assets limited as to use include assets the Board of Directors have designated for future capital
Improvements, over which the Board retains cantrol and may at its discretion subsequently use for other
purposes, amounts held for restricted purposes including notes receivable from employees for medical
tuition assistance, and assets set aside under terms of a bond indenture agreement.

Interest income Is reported as other income and Is included in revenue In excess of expenses unless the
income s restricted by donor or law.

Fair Value Measurements

Fair value Is the price that would be received to sell an asset or paid to transfer a liabllity in an ordinary
transaction between market participants at the measurement date. The Organization measures the fair value of
its financial instruments using a three-tier hlerarchy that prioritizes the inputs used in measuring fair value. These
tiers include Level 1, defined as observable inputs stich as quoted market prices in active markets; Level 2,
defined as inputs other than quoted market prices in active markets that are either directly or indirectly
observable; and Level 3, defined as unohservable inputs In which little or no market data exists, therefore
requiring an entity to develop its own assumptions. The asset's or liability's fair value measurement level within
the fair value hlerarchy Is based on the lowest level of any input that [s significant to the fair value measurement.

Property, Equipment, and Depreciation

Property and equipment acquisitions are recorded at cost or, If donated, at falr value at the date of donation.
Depreciation Is provided over the estimated useful Iife of each class of depreciable asset and Is computed using
the straight-line method. Estimated useful lives range from three to twenty years for major movable equipment
and from five to forty years for land Improvements and buildings.

Equipment under capital lease obligations is amortized on the straight-line basis over the sharter period of the
lease term or the estimated useful life of the equipment. Such amortization Is included with depreciation
expense in the accompanying consolidated financial statements.

Gifts of long-lived assets such as land, buildings, or equipment are reported as unrestricted support and are
excluded from revenue in excess of expenses, unless explicit donor stipulations specify how the donated assets
must be used. Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and
glfts of cash or other assets that must be used to acquire long-lived assets are reported as restricted support.
Absent explicit donor stiputations about how long those long-lived assets must be maintalned, expirations of
donor restrictions are reported when the danated or acquired long-lived assets are placed in service.
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policles {Continued)

Impairment of Long-Lived Assets

The Organization evaluates the recoverabllity of Its long-lived assets, which consist primarily of property and
equipment with estimated useful lives, whenever events or changes in circumstance indicate that the carrying
value may not be recoverable. If the recoverability of these assets is unlikely because of the existence of factors
Indicating impairment, an impairment analysis is performed using a projected undiscounted cash flow method.
Management must make assumptions regarding estimated future cash flows and other factors to determine the
fair value of these respective assets. If the carrying amounts of the assets exceed thelr respective falr vaiues, the
carrying value of the underlying assets would be adjusted to fair value and an impairment loss would be
recognized. During 2020 and 2019, the Organization determined that no evaluations of recoverabllity were
hecessary.

Asset Retirement Obligation

The Organization accounts for the falr value of legal obligations assoclated with long-lived asset retirement in
accordance with the asset retirement and environmental obligations accounting guldance, Management has
considered this accounting guidance, specifically as it relates to its legal obligation to perform asset retirement
activities, such as asbestos removal, on its existing properties. Management of the Organlization believes that any
potential liability related to asset retirement obligations would not be significant. As a result, no liabllity related
to these retirement activities has been recognized as of September 30, 2020 and 2019.

Security Deposits

The Organization holds, in trust, security deposits from the residents of the assisted living facility. Security
deposits are refundable upon vacancy.

Deferred Revenue

Grants and fees are recognized as revenue In the year the related expenditures are incurred. Funds recelved
prior to providing the service or fulfilling a grantor's requirements are recorded as deferred revenue in the
accompanylng consolidated balance sheets,

Net Assets

Net assets without donor restrictions censist of investments and otherwlse unrestricted amounts that are
available for use in carrying out the mission of the Organization. Net assets with donor restrictions are those
whose use by the Organization has been limited by donors to a specific time period or purpose, or those assets
restricted by donors to be maintalned by the Organization in perpetuity.
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Note 1: Summary of Significant Accounting Policies {Continued)

Revenue in Excess of Expenses

The consolidated statements of operations and consolidated statements of changes in net deficit Include the
classification revenue in excess of expenses, which Is considered the operating indicator. Changes in unrestricted
net assets (deficit) which are excluded from the operating indicator would Include contributions for property and
equipment. The Organization did not have any activity in 2020 and 2019 requiring exclusion from the operating
indicator.

Patlent and Resident Service Revenue - Net of Contractual Allowances and Discounts

The Organization recognizes patient and resident service revenue associated with services provided to patients
and residents who have third-party payor coverage on the basls of contractual rates for the services rendered.
Certain third-party payor reimbursement agreements are subject to audit and retroactive adjustments.
Retroactive adjustments are accrued on an estimated basls in the period the related services are rendered and
adjusted In future periods as final settlements are determined.

For uninsured patients and residents who do not qualify for charlty care, the Organization recognizes revenue on

the basis of its standard rates for services provided (or on the basis of discounted rates, if negotiated or provided

by policy). On the basls of historical experience, a significant portion of the Organization’s uninsured patients and
residents will be unable or unwllling to pay for the services provided. Thus, the Organization records a significant
provision for bad debts related to uninsured patients and residents in the period the services are provided.

Charity Care

The Organization provides care to patlents who meet certain criteria under its financial assistance policy without
charge or at amounts less than its established rates. Eliglble patients and residents are identified based on
analyslis of financial information obtained from the patients and residents. The Crganization maintains records to
identify the amount of charges forgone for services and supplles furnished under the financial assistance policy.
Because the Organization does not pursue collection of amounts determined to qualify as charity care, they are
not reported as patlent and resident service revenue — net of contractual allowances and discounts in the
accompanying consolidated statements of operations.

13
Page 194 Attachment 34



#22-037

Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies {Continued)

Electronic Health Record Payments

The American Recovery and Reinvestment Act of 2009 {ARRA) provides for Incentive payments under the
Medicare and Medicaid programs for certain hospitals and physician practices that demonstrate meaningful
use of certified electronic health record (EHR) technology. These provisions of ARRA, collectively referred to
as the Health Information Technology for Economic and Clinical Health Act {the "HITECH Act"), are intended
to promote the adoption and meaningful use of health information technology and qualified EHR
technology.

The Organization recognizes revenue for EHR incentive payments when there Is reasonable assurance that
the conditions of the program will be met, primarily demonstrating meaningful use of certified EHR
technology for the applicable period. The demonstration of meaningful use is based on meeting a serles of
objectives. Meeting the series of objectives in order to demanstrate meaningful use becomes progressively
more stringent as its Implementation is phased in through stages as outlined by the CMS.

Amounts recognized under the EHR incentive programs are based on management'’s estimates, which are based

in part on cost report and other utilization data that is subject to audit by fiscal intermediaries; accordingly,

amounts recognized are subject to change. In addition, the Organization's attestation of its compliance with the

meaningful use criteria Is subject to audit by the federal government or its designee.

Contributions and Donor-Restricted Gifts

Contributions are considered available for unrestricted use unless specifically restricted by the donor.
Unconditional promises to give cash and other assets to the Organization are reported at fair value at the
date the promise Is received. Conditional promises to give and indications of intentions to give are reported
at falr value at the date the gift Is received. The gifts are reported as either temporarily or permanently
restricted support If they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction explres, that Is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassifled as unrestricted net assets and reported in
the consolidated financial statements as net assets released from restrictions. Donor-restricted
contributions whose restrictions are met within the same year as received are reported as unrestricted
contributions in the accompanying consolidated financlal statements.

Income Taxes

The Organilzation and its affillates are nonprofit entities as described In Section 501(c){3) of the Internal
Revenue Code (the "Code") and are exempt from federal income taxes on related income pursuant to
Section 501{a) of the Code. The Organization and its affiliates are also exempt from state income taxes on
related Income. The Organization is also engaged, to a limited extent, in certaln activities subject to taxation
as unrelated business income (UBI}. The UB1is not signlificant.

Page 195 Attachment 34

14



#22-037

Midwest Medical Foundation and Affiliate
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Note 1: Summary of Significant Accounting Policies {Continued)

Advertising Costs
Advertising costs are expensed as Incurred.

Real Estate Taxes

The State of lllinols previously enacted legislation that clarifies when hospitals are eliglble to receive
exemption from property tax requirements. As part of the legislatlon, hospitals, including the Organlzation,
must submit to the State of lllinois annual property tax exemption applications, which include Information
on the amount of benefits provided to low-income, charity care, and lllinois Public Aid (Medicaid)
beneficiaries. As of September 30, 2020, the majority of the real estate of the Organlzation has been
granted property tax exemption by the State of lllinois.

Adoption of Accounting Pronouncements

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows - Classification of Certain Cash
Recelpts and Cash Payments (Topic 230). The updates in this ASU are expected to change the classification of
certain cash recelpts and payments within the statement of cash flows. This ASU was adopted for the
Organization’s year ending September 30, 2020, and did not materially impact the consolidated financial
statements.

In November 2016, the FASB issued ASU No. 2016-18, Statements of Cash Flows - Restricted Cash (Toplc 230).
The updates In this ASU are expected to change the presentation on the statement of cash flows that all cash and
cash equivalents, including restricted cash equivaients, will be shown within the total cash and cash equivalents
on the statement of cash flows, This will require a reconciliation be shown to reconcile the total cash and cash
equivalents on the statement of cash flows to the related captions in the balance sheet. This ASU was adopted
for the Organization’s year ending September 30, 2020, and did not materlally impact the consolidated financial
statements.

New Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update (ASU) No. 2014-09, Revenue From Contracts with
Customers (Topic 606). The objective of the ASU Is to standardize the revenue recognition practices across
entities, industries, jurisdictions, and capital markets by providing a framework for entities to apply to recognize
revenue. This new framework provides a five-step approach for recognizing revenue. In addition to
consideration on recognizing revenue based on existing customer contract terms and features, entities will be
required to enhance qualitative and quantitative disclosures in financial statements to describe how revenue is
recognized under the ASU. The guidance in this ASU is effective for the Organization’s year ending September 30,
2021.
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Note 1: Summary of Significant Accounting Policies {Continued)

New Accounting Pronouncements (Continued)

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The objective of this ASU Is to assist
arganizations in recognizing the right to the use of an asset and its related liability or obligation when there isa
contract In place which includes the right to control or direct the use of an identifiable asset. This ASU also
includes provisions where the majority of leases that have lease terms greater than one year are to be recorded
as capital leases on the balance sheet, whereas in the past, these leases may have been recorded as either capital
leases or operating leases. This ASU Is effective for the Organization’s year ending September 30, 2023.

Management Is evaluating the impact the new accounting pronouncements will have on the Organization.

Subsequent Events

Subsequent events have been evaluated through February 2, 2021, which Is the date the consolidated
financial staterments were available to be issued.

Note 2: COVID-18

Starting in March 2020, the nation in general, and healthcare-related entities specifically, have been faced with a
global pandemic. As healthcare entities prepared for the crisis, operational changes were made to delay routine
visits and elective procedures and reevaluate the entire care delivery madel to care for patient needs, specifically
those affected by COVID-19. The complete financlal Impact on the economy in general and healthcare-related
entities specifically is undeterminable at this time; however, It was noted and experienced by the Organization
that both operational performance and cash flows for healthcare-related entities have been and will be Impacted
in fiscal year 2020 as well as future pertods until the pandemic ends.

The federal and state governments, as well as other agencies, have been assisting many healthcare organizations
to prevent significant financlal constraints by providing supplemental payment programs in the forms of
distributions which are intended to help In offsetting lost revenues as well as the cost of staffing, supplies, and
equipment from treating patients impacted by or preparing for the pandemic's healthcare needs. Through
September 30, 2020, the Organization received approximately $7,107,000 In funding from these programs and
has recognlzed approximately $3,570,000 as other operating revenue in the accompanying consolidated
statements of operations. Funding was primarily received from three different sources, including approximately
$4,563,000 of provider relief funds from the HHS Coronavirus Aid, Relief, and Economic Security ("CARES") Act,
approximately $2,398,000 as a Paycheck Protection Program loan from the Small Business Administration {See
Note 11), and other state and local relief funds totaling approximately $146,000. These funds are subject to
varlous financlal and compllance guidelines for intended uses as published by the federal and state governments.
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Note 3: Reimbursement Arrangements With Third-Party Payors

The Organlzation has agreements with third-party payors that provide for reimbursement to the
Organization at amounts that vary from its established rates. A summary of the basis of reimbursement with

major third-party payors follows:

Hospltal Services

Medicare - The Organization's acute care hospital Is designated a Critical Access Hospital {CAH). As such, the
majority of inpatient, swing-bed, and outpatient hospital services are paid based on a cost reimbursement
methodology, with the exception of certain types of laboratory and mammography services provided to
Medicare patients, which are reimbursed on prospectively determined fee schedules. Professional services
provided by physiclans and other cliniclans In the hospital setting continue to be reimbursed on

prospectively determined fee schedules.

Medicaid - Hospltal services rendered to Illinais Public Aid beneficiaries are pald at prospectively determined
rates based on a patient classification system. These rates are not subject to retroactive adjustment;
however, In order to recelve additlonal reimbursement, the Organization must flle a cost report annually
with the State of lllinois.

Other payors - The Organization has entered into payment agreements with commercial insurance carriers,
heaith maintenance organizations, and preferred provider organizations. The basls for payment to the
Organization under these agreements includes prospectively determined rates per discharge, discounts from
established charges, fee schedules, and prospectively determines daily rates.

Rural Health Clinlcs

Medicare - Certain physiclan and professional services rendered to Medicare beneficiaries at the Organizatton’s
two outpatient clinics qualify for reimbursement as rural health clinic (RHC) services. Qualifying services are
reimbursed based on a cost reimbursement methodology.

Medicaid - Clinic services rendered to lllinois Public Aid beneficiaries at the Organization's two outpatient clinics
are paid at prospectively determined rates that are updated annually.

Nursing Home Services

Medicare - Medicare pays for Part A services based on a predetermined rate per resident day, which varies
depending upon the resident's level of care and the types of services provided. Medicare pays for Part B services
based on predetermined fee schedules.

Medicaid - A significant portion of the Organization's nursing home services were provided to aged and disabled
nursing home residents who were beneficiaries of the lilinols Public Aid program. Hlinois Public Ald reimburses
the Medical Center on a prospectively determined rate per diem. The rate Is determined on a cost-related basis
subject to certaln limitations as prescribed by the State of lllinois and adjusted based on the average acuity of the
residents in the facility. The State of illincis updates and makes adjustments to the nursing home Medicald rates
based on average resident acuity as reported by each facility in the previous 90-day period.
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Note 3: Reimbursement Arrangements With Third-Party Payors (Continued)

Hospital Medical Assessment Programs

Cn November 21, 2006, the Centers for Medicare & Medicaid Services (CMS) approved the State's legislation for
a Medicald Hospital Assessment Program (the “Program”). The Program was effective through July 1, 2018.
Effective July 1, 2018, the State approved a redeslgn of the Program. The redesigned Program will include
contributlons by hospltals to assist with operating the Program by those hospitals electing to fully participate in
the Program In the future. Additional funding and reimbursement, through sharing in cost savings in the
Medicaid program, was also available and distributed to participating hospitals through the development by the
State of an Accountable Care Entity ("ACE"). The Organization elected to participate in the redesigned program
effective July 1, 2018.

The Organization records additional Medicaid revenue from the Program when received. Under the Program,
each hospital is assessed based on their adjusted gross hospital revenue in order to provide for additional
Medlcaid revenues to be redistributed to hospitals In the State of lllinois. The assessment and supplemental
payment programs were extended under a redesigned program which was approved and extended through
June 30, 2024,

Accounting for Medicare Contractual Arrangements

The Organization is reimbursed for cost-reimbursable tems at tentative rates with final settiements determined
after audit of the related annual cost reports by the respective Medicare fiscal intermediary. Estimated
provislons to approximate the final expected settlements after review by the intermediary are included in the
accompanying consolldated financlal statements. The Organization’s cost reports have been audited by the
Medicare fiscal intermediary through September 30, 2017,

Electronic Health Record Incentive Funding

The Organization successfully met the criterla for meaningful use in a previous year for recognition on its
Medicare cost report. The Organization recognized $290,044 and $307,289 of the Medicare EHR incentive
program revenue as other operating revenue in the accompanying consolidated statements of operations in 2020
and 2019, respectively, and deferred recognition of the remaining amounts, The deferred revenue will be
amortized and recognized as revenue over the approximately same future periods as depreciation expense is
recognized on the related capital assets that were purchased to meet the required qualifications of the Medicare
EHR incentive program.
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Note 4: Patient and Resident Receivables

Patient and resident recelvables consisted of the following at September 30:

2020 2019
Patient and resident receivables $ 5,870,998 $ 7,558,200
Less:
Contractual allowances 1,155,973 1,912,888
Allowance for uncollectible accounts 359,669 760,000
Patient and resident receivables - Net $ 4315356 $ 4,885,312

The Organization’s allowance for uncollectible accounts decreased from approximately 10% of gross patient and
resident receivables at September 30, 2019, to approximately 7% of gross patient and resident receivables at
September 30, 2020. The Organization continues to experience a trend of patients and residents with high
deductible or high copay health Insurance plans, as welf as, many patlents and residents experiencing difficult
economic times and having difficulties paying thelr outstanding balances in full. In 2019, the Organization
reviewed its outstanding patient and resident recelvables and noted these continued trends and Increased its
allowance for uncollectible accounts by a marginal percentage at September 30, 2019, and then subsequently
increased collection efforts as well as cleaned up patient accounting balances in 2020. As a result, of these
effects and review of the patient accounts receivable outstanding, the Organization lowered Its allowance for
uncollectible accounts at September 30, 2020. The Organization did not significantly change its collection or
financial assistance policies during the years ended September 30, 2020 and 2019, other than required updates
to conform with required financial assistance and collection guldelines as published in the Code.

Note 5: Patient and Resident Service Revenue - Net of Contractual Allowances and
Discounts

The following table sets forth the detail of patient service revenue — net of contractual allowances and discounts
prior to the provision for bad debts for the years ended September 30:

2020 2019

Gross patient service revenue:

Hospital 4 28,337,865 S 26,262,587

Nursing home 3,784,798 4,145,002

Clinics 2,212,655 2,512,052
Total grass patient service revenue 34,335,318 32,919,641
Deductions - Primarily contractual adjustments and discounts under third-party
reimbursement agreements (11,377,709) {9,354,092)
Patients service revenue - Net of contractual adjustments and discounts § 22,957,609 $§ 23,565,549

19
Page 200 Attachment 34



#22-037

Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 5: Patient and Resident Service Revenue - Net of Contractual Allowances and
Discounts {Continued)

The Organization's percent of gross patient and resident service revenue by payor is as follows for the years
ended September 30:

2020 2019
Medicare 49 % 45 %
Medicaid 18 % 18 %
Commercial insurance 12 % 16 %
Blue Cross Blue Shield of lilinois 13 % 12%
Patients 8% 9 %
Total 100 % 100 %

Patlent and resident service revenue - net of contractual allowances and discounts, prior to the provision for
bad debts recognized in the years ended September 30, from these major payor sources is as follows:

2020 2019
Medicare, Medicaid, and other third-party payors $ 20,478,527 $ 20,559,580
Uninsured patients 2,479,082 3,005,969
Patients and resident service revenue - net of contractual
adjustments and discounts $§ 22,957,609 $ 23,565,549

Note 6: Charity Care

The Organization provides healthcare services and other financial support through varlous programs that are
designed, among other matters, to enhance the health of the community, Including the health of low-income
patients. Consistent with the mission of the Organization, care is provided to patients regardless of their ability
to pay, including providing services to those persons who cannot afford health Insurance because of inadequate
resources or who are underinsured.

Patients who meet certain criteria for charity care, generally based on federal poverty guidelines, are provided
care without charge or at a reduced rate, determined based on qualifying criteria as defined in the Organization's
financial assistance policy and from applications completed by patients and thelr families. The Organization is
alsc required to provide additional discounts to uninsured hospital patients under the Hospital Uninsured Patient
Discount Act as required by Illinols state law.

The estimated cost of providing care to patients under the Organization's financial assistance policy was
approximately $189,000 and $110,000 in 2020 and 2019, respectively. The cost was calculated by multiplylng the
ratio of cost to gross charges for the Organization times the gross uncompensated charges associated with
providing the charity care.
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Note 6: Charity Care (Continued)

Other benefits for the community for which the Organization Is not compensated or for which compensation is
below cost also Include unpaid costs of treating the elderly, health screenings, community education through
seminars and classes, and other health-related services.

Note 7: Investments and Assets Limited as to Use

The compasition of assets limited as to use at September 30 is set forth In the following table:

2020 2019

Board designated for capital improvements:

Money market funds S 2,607,694 § 2,561,818

Notes recelvable 2,585 2,160
Total Board designated for capital improvements 2,610,279 2,563,978
Restricted for medical scholarships:

Cash 100 100

Repurchase agreement 1,354,573 1,320,664

Notes recelvable 204,416 224,180
Total restricted for medical scholarships 1,559,089 1,544,944
Total assets limited as to use _ $ 4,169,368 S 4,108,922

Note 8: Fair Value Measurements
Followlng Is a description of the valuation methodologies the Organization used for assets measured at fair value:

Money market funds are valued using a net asset value of $1.00. Quoted prices by a financial Institution for
principal plus accrued Interest approximate the fair value of the repurchase agreement.

The method described for fair value calculations may produce a calculation that may be different from the net
realizable value or not reflective of future values expected to be received. The Organization believes that its
valuation method is appropriate and consistent with other market participants; however, the use of these various
methodologies and assumptions may produce resuits that differ in the estimates of fair value at the financial
reporting date.
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Note 8: Fair Value Measurements {Continued)

Information regarding assets, principally included in assets limited as to use and other assets, measured at falr
value on a recurring basis as of September 30 is as follows:

Total Assets at

2020 Level 1 Level 2 Level 3 Fair Value
Assets:
Money market funds 5 -$ 2607694 5 - 8§ 2,607,694
Repurchase agreement - 1,354,573 & 1,354,573

Total $ - $ 3,962,267 $ - $ 3,962,267

I
H|

Total Assets at

2019 Level 1 Level 2 Llevel 3 Fair Value
Assets:
Money market funds $ -$ 2561818 $ - $ 2561818
Repurchase agreement - 1,320,664 - 1,320,664
Total 5 - $ 3882482 § - $ 3,882482

Note 9: Liquidity and Availability of Financial Assets

The Organization does not have a formal liquidity policy but generally strives to maintain financial assets in liquid
form such as cash and cash equivalents for at least approximately three to six months of operating expenses.
Other funds, included in assets limited as to use in the accompanying consolldated balance sheets, are considered
avallable for operational or capital needs, except for investments with restrictive redemption requirements.
Occaslonally, the Board of Directors designates a portion of operating surplus to be appropriated at its discretion
for future operational initiatives and capital expenditures. These funds, at the discretion of the Board of
Directors, could be released immediately or sold and redeemed prior to their maturity and are not considered
avallable under the Organization's general liquidity management. At September 30, 2020 and 2019, the balance
of these funds was $2,610,279 and $2,563,978.

Financlal assets available for general expenditures, such as operating expenses, purchases of property and
equipment, and scheduled debt service payments, within one year of the consclidated balance sheet date,
comprise the following at September 30, 2020 and 2019:

2020 2019
Cash $ 10,243,015 § 2,401,326
Patient and resident receivables - Net 4,161,255 4,885,312
Other receivahles 228,415 14,347

$ 14,632,685 $ 7,300,985
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Note 10: Property and Equipment - Net

Property and equipment consisted of the following at September 30:

2020 2019
Land $ 448,597 $ 448,597
Land improvements 3,983,868 3,933,618
Bulldings 38,840,752 38,703,856
Major movable equipment 11,785,088 11,633,382
Total property and equipment 55,058,305 54,719,453
Less - Accumulated depreciation 32,955,670 31,805,121
Net depreciated value 22,102,635 $ 22,914,332
Constructlon in progress 208,170 142,453
Property and equipment - Net S 22,310,805 $ 23,056,785

The cost of equipment under capital lease obligations, which Is Included in major movable equipment, was
$2,251,386 and 51,312,495 at September 30, 2020 and 2019, respectively, and the related accumulated
amortization was $757,143 and $462,938 at September 30, 2020 and 2019, respectively.
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Note 11: Long-Term Debt and Capital Lease Obligations

Long-term debt consisted of the following at September 30:

2020

2019

United States Department of Agriculture (USDA), Rural Development, Direct
Loans dated April 25, 2019, bearing interest at 3.5%. The loans are payable in
monthly installments of principal and Interest of $151,140 with a final payment
due April 25, 2049. Interest only payments of 596,250 per month is due on the
loans through April 25, 2020.

$ 32,726,732 $ 33,000,000

Secured Rural America Bonds, Seties 2019A, dated April 25, 2019, bearing
interest at 5.5%. The bonds are payable in monthly instaliments of principal and
Interest of $17,049 starting June 1, 2019, through May 1, 2049,

2,944,780 2,986,165
U.S. Small Business Administration Paycheck Protection Program Loan ("PPP
Loan"), dated April 13, 2020, bearing interest at 1.00%. Principal and interest is
due over an elghteen month period of time, beginning following a minimum of
a six month deferral period after issuance of the loan, if not forgiven. 2,398,100 -
Capital lease obllgations with imputed interest rates ranging from 2.99% to
5.50%, collateralized by leased equipment, payable In monthly installment
payments as required in various agreements. 1,536,038 788,693
Totals 39,605,650 36,774,858
Less - Current portion 2,565,681 599,987
Less - Unamortized debt Issuance costs 294,716 305,026
Long-term portion $ 36,745,253 § 35,869,845

In April 2018, in conjunction with the corporate reorganization described In Note 1, the Organlzation refinanced
the Series 2006 Bonds through the issuance of the USDA direct Yoans and Series 2019A Bonds. At the time of the
refinancing, the remalning outstanding balance on the Series 2006 Bonds was paid down with the remalning
funds held by the bond trustee for the Series 2006 Bonds, as well as, a forglveness of $1,332,820 by the

bondholders.

The USDA direct loans and Series 2019A Bonds are collateralized under a pledge and security agreement which
includes the Organization's revenue and income, accounts recelvable, deposit accounts, inventories, property and
equipment, and intangibles, If any. USDA has also guaranteed the balances of the direct loans and Serles 2019

Bonds in the event of default by the Organization.
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Note 11: Long-Term Debt and Capital Lease Obligations (Continued)

The loan and bond agreements contain various covenants, including those relating to limitations on incurring
additional debt, disposing of property, debt service coverage ratio, days cash on hand ratio, and timely
submisston of specified financial reports and other information. USDA also requires the Organization to maintain
reserve accounts with specific balances for debt services, reserve, and replacement reserve purposes. USDA has
authorized the funds in the Organization's Board designated capital improvement fund, which is included in
assets limited as to use in the accompanying consolidated balance sheets, to meet these funding requirements.

The PPP loan program allows for forgiveness of a portion or all of the loan balance based on the level of
employee retention during either an elght or twenty-four week period following the issuance of the loan, plus
certain other qualifying expenses in addition to payroli costs. The Organization has not received any formal
notice of forgiveness as of the date of the accompanying consolidated financial statements.

Scheduled principal payments on long-term debt and capital lease obligations at September 30, 2020, including
current maturities, are summarized as follows:

Long-Term  Capital Lease

Debt Obligations
2021 $ 2,207,424 § 418,966
2022 1,663,074 407,519
2023 777,130 315,057
2024 805,787 156,670
2025 835,521 153,259
Thereafter 31,780,675 246,966

$ 38,069,611 1,698,437

Less - Amounts representing interest on capltal lease obligations 162,399

$ 1,536,038

Note 12: Operating Leases

The Organization has entered into operating lease agreements for equipment and a clinic bullding with
unrelated parties. Rental and lease expense under all operating leases totaled approximately $23,000 and
$29,000 in 2020 and 2019, respactively.
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Note 13: Net Assets With Donor Restrictions and Endowments

Net assets with donor restrictions Include assets set aside in accordance with donor restrictions as to time or use.
Net assets with donor restrictions are available for the following purposes at September 30:

2020 2019
Donor restricted, including interest income, for medical education and
scholarships $ 1,223,638 § 1,213,611
Donor restricted to be maintained in perpetuity, with interest income
expendable, for medical education scholarships and loans 335,451 331,333
Total danor restricted funds _ $ 1,559,089 § 1,544,944

The Organization's net assets with donor restrictions include two endowment funds that are invested In various
Investments including cash accounts and repurchase agreements. The endowment funds were established by
donors to be maintained in perpetuity, the income of which Is expendable for medical education scholarships and
toans upon approval of the Board of Directors.

The Board of Directors of the Organization have Interpreted the Uniform Prudent Management of institutional
Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift to the endowment fund
absent any explicit donor stipulations that would otherwise dictate the contributed funds. The Organization has
adopted Investment and spending policies for endowment assets that attempt to provide a dependable method
of funding programs supported by the endowment funds while seeking to preserve the purchasing power of the
endowment assets. Under this policy, the Organization monitors the investments of the endowment so that
these assets are Invested in funds that are not expected to decline significantly in value in the future, This
method of Investing will maintain the purchasing power of the endowment assets that are required to be held in
perpetuity, as well as to provide additional purchasing ability through investment returns.

Changes in endowment net assets for the years ended September 30 consisted of the following:

2020
Donor Restricted Donor Restricted
Subject to to be Held in
Appropriations Perpetuity Total
Endowment net assets at beginning of year s 126,993 $ 198,649 $ 325,642
Interest income 9,809 - 9,809

Total $ 136,802 S 198,649 $ 335,451
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 13: Net Assets With Donor Restrictions and Endowments (Continued)

2019

Donor Restricted Donor Restricted
Subject to to be Held in

Appropriations Perpetuity Total
Endowment net assets at beginning of year s 126,993 $ 198,649 $ 325,642
Interest income 5,691 - 5,691
_Total s 132,684 $ 198,649 $ 331,333

Note 14: Retirement Plan

The Organization sponsors a defined contribution retirement plan for substantlally all its employees. The
Organization contributed up to 4% of the participating employees’ eligible compensation based on a
matching formula. The total retirement plan expense for the years ended September 30, 2020 and 2019,
was $278,721 and $266,593, respectively.

Note 15: Malpractice Insurance

For the years 2020 and 2019, the Organization participated in a risk pooling Insurance program known as the
Illinois Provider Trust to provide professional and general medical liability coverage. The risk pool is a self-funded
insurance pool made up of over 40 member hospitals in lllincis and coverage Is maintained through the pool and
reinsurance agreements for comprehensive general and hospital professional liability coverage of up to
$2,000,000 per clalm and In the aggregate to January 1, 2020, As of September 30, 2020 and 2019, management
was unaware of any known claims of material amounts that would require reason to report a contingent loss on
the consolidated balance sheets; thus no amount is recorded in the September 30, 2020 and 2019, consolidated
balance sheets for unasserted clalms.

Note 16: Concentration of Credit Risk

Financial instruments that potentially subject the Organlzation to credit risk consist principally of accounts
receivable and cash deposits in excess of insured limits in financiat institutions.

Accounts receivable consist of amounts due from patients and residents, their insurers, or governmental agencies
(primarily Medicare and Medicaid) for healthcare provided to the patients and residents. The majority of the
Organlzation’s patients and residents are from Galena, lllinois, and the surrotinding area.
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 16:; Concentration of Credit Risk (Continued)

The mix of receivables from patients and third-party payors is as follows at September 30:

2020 2019
Medicare 33% 27%
Medicaid 17 % 33 %
Commercial insurance 33 % 24 %
Patients and residents 17 % 16 %
Total 100 % 100 %

The Organization maintalns depository relationships with area financial institutions that are Federal Deposit
insurance Corporation (FDIC) insured institutions. The Organization maintains cash in accounts at these
institutions which are insured by the FDIC up to $250,000. Operating cash needs often require that amounts
on hand exceed FDIC fimits. At September 30, 2020, the Organization had deposits at area financial
institutions in excess of FDIC limits, and in order to limit its credit risk with respect to these deposits, the
Organization has executed pledging and repurchase agreements with the financlal institutions to provide for
additional coliateral on the majority of the amounts above the standard FDIC-insured limits. At

September 30, 2020, there were no deposits In excess of the additional collateral pledged by the financial
Institutions on the Organization’s deposits.

Note 17: Functional Expenses

The Organization provides general healthcare services to residents within Iits geographic location. The
accompanying consolidated statements of operations present certain expenses that are attributed to more
than one program or supporting function. Therefore, expenses require allocation on a reasonable basis.
Employee benefits are allocated based on factors of either salary expense or actual employee expense.
Overhead costs that include things such as professional services, office expenses, information technology,
insurance, and other similar expenses are allocated on a variety of factors including revenues and
departmental expense. Costs related to building and equipment usage include depreciation and interest and
are allocated on a square footage or direct assignment basis. Expenses related to providing these services
for the years ended September 30, 2020 and 20189, are as follows:

2020 2019
Healthcare General Healthcare General
Services Administrative Total Services  Administrative Total

Salaries and wages $ 8,880,831 $ 1,442,325 $ 10,323,156 $ 8,337,100 $ 1,353,878 $ 9,690,978
Employee benefits 2,147,912 424,546 2,572,458 2,154,751 430,690 2,585,441
Supplies and other expenses 7,373,932 1,816,367 9,190,299 6,566,375 1,586,315 8,152,690
Depreciation 2,092,574 342,005 2,434,579 1,985,541 324,512 2,310,053
Interest 1,161,182 189,781 1,350,963 1,914,622 312,921 2,227,543
$ 21,656,431 5 4,215,024 $ 25,871,455 $ 4,008,316 5 4,008,316 $ 24,966,705
28
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Midwest Medical Foundation and Affiliate
Notes to Consolidated Financial Statements

Note 18: Laws and Regulations

The healthcare Industry is subject to numerous laws and regulations of federal, state, and local governments.
These laws and regulations include, but are not necessarily limited to, matters such as licensure, accreditation,
government healthcare program participation requirements, reimbursement for patient services, and billing
regulations. Government activity with respect to investigations and allegations concerning possible viclations of
such regulations by healthcare providers has increased. Violations of these laws and regulations could result in
expuiston from government healthcare programs together with the imposition of significant fines and penalties,
as well as significant repayment for patient services previously billed. While no significant regulatory inquiries
have been made of the Organization, compliance with such laws and regulations can be subject to future
government review and interpretation, as well as regulatory actions unknown or unasserted at this time.

CMS uses recovery audit contractors (RACs) to search for potentially inaccurate Medicare payments that might
have been made to healthcare providers and were not detected through existing CMS program-integrity efforts.
Once an RAC identifies a claim it believes is inaccurate, it makes a deduction from or addition to the provider’'s
Medicare relmbursement in an amount estimated to equal the overpayment or underpayment. As of
September 30, 2020, the Organization has not been notified by the RAC of any potential reimbursement

adjustments.

Note 19: Reclassifications

Certain reclassifications have been made to the 2019 consolidated financial statements to conform with the
classifications used in 2020.
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Midwest Medical Foundation and Affiliate
Consolidating Balance Sheets

Midwest Consolidated  Comparitive
Midwest Medical Totals Totals
September 30, Medical Center  Foundation 2020 2019
ASSETS
Current assets:
Cash $ 10,220,756 S 22,259 S§ 10,243,015 $ 2,401,326
Patient and resldent receivables - Net 3,765,356 - 3,765,356 4,885,312
Other receivables 228,415 - 228,415 14,347
Inventories 374,165 19,703 393,868 378,343
Prepaid expenses 150,902 - 150,902 141,854
Total current assets 14,739,594 41,962 14,781,556 7,821,182
Assets limited as to use:
Board designated for capital improvements 2,610,279 - 2,610,279 2,563,978
Restricted for medical scholarships 1,559,089 - 1,559,089 1,544,944
Total assets limited as to use 4,169,368 - 4,169,368 4,108,922
Property and equipment - Net 22,310,805 - 22,310,805 23,056,785
Other assets 6,562 - 6,562 6,561
Total assets $ 41,226,329 $ 41,962 $ 41,268,291 $ 34,993,450
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Midwest Medical Foundation and Affiliate
Consolidating Balance Sheets (Continued)

September 30,

Midwest
Midwest Medical
Medical Center  Foundation

Consolidated  Comparitive
Totals Totals
2020 2019

LIABILITIES AND NET ASSETS (DEFICIT)

Current liabilities:
Current portion of long-term debt and capital lease

obligations $ 2,565,681 § - § 2565681 $ 599,987
Actounts payable 966,343 - 966,343 874,108
Accrued expenses:
Salaries and wages 775,022 - 775,022 454,269
Vacation 324,703 - 324,703 297,359
Interest = - - 481,250
Amounts payable to third-party reimbursement
programs 300,000 - 300,000 270,000
Security deposlts 84,703 - 84,703 87,904
Deferred revenue 1,158,973 - 1,158,973 309,159
Total current liabilities 6,175,425 - 6,175,425 3,374,036
Long-term liabilities:
Long-term debt and capital lease obligations - Less
current portion 36,745,253 - 36,745,253 35,869,845
Total liabllities 42,920,678 - 42,920,678 39,243,881
Net assets (deficlt):
Without donor restrictions (3,253,438) 41,962 (3,211,476) (5,795,375)
With donor restrictions 1,559,089 - 1,559,089 1,544,944
Total net assets {deficit) (1,694,349} 41,962 {1,652,387) (4,250,431)

Total liabilities and net assets (deficit)

$ 41,226,329 $ 41,962

$ 41,268,291 § 34,953,450

See Independent Auditor's Report.
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Midwest Medical Foundation and Affiliate
Consolidating Statements of Operations

Midwest Consolidated  Comparitive
Midwest MedIcal Totals Totals
Years Ended September 30, Medical Center  Foundation 2020 2019
Revenue:
Patient and resident service revenue - Net of
contractual allowances and discounts $ 22,957,609 §$ - § 22957609 § 23,565,549
Provision for bad debts {226,907) - (226,907) (740,171)
Net patient services revenue, less provision
for bad debts 22,730,702 - 22,730,702 22,825,378
Other operating revenue 5,566,245 - 5,566,245 1,866,708
Total revenue 28,296,947 - 28,296,947 24,692,086
Expenses:
Salarles and wages 10,323,156 - 10,323,156 9,690,978
Employee benefits 2,572,458 - 2,572,458 2,585,441
Supplies and other expenses 9,190,299 - 9,150,299 8,152,690
Depreclation 2,434,579 s 2,434,579 2,310,053
Interest 1,350,963 - 1,350,963 2,227,543
Total expenses 25,871,455 - 25,871,455 24,966,705
Income (loss) from operations 2,425,492 - 2,425,492 (274,619)
Other income (expense):
Contributions - Net 38,406 11,454 49,860 99,831
Interest Income 158,939 - 158,939 114,709
Rental income 5,828 - 5,828 22,885
Rental expense, Including depreciation expense (43,278) - (43,278) (43,278)
Loss on disposal and sale of property and
equipment (12,942) - (12,942) (3,587)
Gain on forglveness of long-term debt - - - 672,886
Total other income - Net 146,953 11,454 158,407 863,446
Revenue in excess of expenses $ 2572445 $ 11,454 $ 2,583,899 $§ 588,827
See Independent Auditor's Report. 5
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Midwest Medical Foundation and Affiliate
Consolidating Statements of Changes in Net Deficit

Midwest Consolidated  Comparitive
Midwest Medical Totals Totals
Years Ended September 30, Medical Center  Foundation 2020 2019
Net assets (deficit) without donor restrictions:
Revenue in excess of expenses $ 2572445 $ 11,454 § 2,583,899 S 588,827
Net assets with donor restrictions:
Interest income 22,301 - 22,301 22,575
Loans forgiven {8,156) - {8,156) (5,564)
Increase in net assets with donor restrictions 14,145 - 14,145 17,011
Change In net assets {deficit) 2,586,590 11,454 2,598,044 605,838
Net assets {deficit}, beginning {(4,280,939) 30,508 (4,250,431) {4,856,269)
Net assets {deficit), end 5 (1,694,349) § 41,962 $ (1,652,387) § (4,250,431)

See Independent Auditor's Report.
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Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters

Midwest Medical Foundation and Affiliate
Galena, lllinols

We have audited, In accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the consolidated financial statements of Midwest Medical Foundation and Affiliate,
which comprise the consolidated balance sheet as of September 30, 2020, and the related consolidated
statement of operations and changes in net assets and cash flows for the year ended September 30, 2020, and
the related notes to the consolidated financial statements, and have issued our report thereon dated February 2,
2021.

Auditor's Responsibility

In planning and performing our audit of the consolidated financial statements, we considered Midwest Medical
Foundation and Affiliate's internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Midwest Health
Foundation and Affillate's internal control. Accordingly, we do not express an apinion oan the effectiveness of
Midwest Medical Foundation and Affillate's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented or detected and corrected on a timely basis. A significant deficiency is a
deficlency, or a combination of deficiencies, in internal contrel that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described In the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencles. Given these limitations, during our audit, we did not identify any deficlencies in
internal control that we consider to be material weaknesses, However, material weaknesses may exist that
have not been identified. We did identify certain deficiencies in internal control that we consider to be
significant deficiencies:

2020-001 Financial Accounting and Reporting

Condition — The Organization’s internal control over financial reporting does not end at the general
ledger, but extends to the consolidated financial statements and notes, As part of our professional
services for the year ended September 30, 2020, we were requested to draft the consolidated
financial statements and accompanylng notes to the consolidated financlal statements. It is the
responsibility of management and those charged with governance to make the decision whether to
accept the degree of risk associated with this condition because of cost or other considerations.
Because the Organization relles on Wipfli LLP to provide the necessary understanding of current
accounting and disclosure principles in the preparation of the consolidated financial statements and
notes, completeness of financial reporting could be negatively impacted as external auditors do not
have the same comprehensive understanding of the Organization as internal staff.

Criteria — Government Auditing Standards considers the inability to report financial data reliably In
accordance with accounting principles generally accepted in the United States (GAAP) to be an
internal control weakness.

Effect — As a result of not having an Individual trained in the preparation of GAAP basls flnancial
statements, the Organization has a significant deflciency in internal controls.

Recommendation — We recommend that management and those charged with governance continue
to evaluate whether to accept the degree of risk assoclated with this conditlon because of cost or
other considerations. Management's Response — The Organization does not have the resources and
staff to prepare the consolidated financial statements and notes, but will continue to oversee the
auditor’s services and review and approve the consolidated financlal statements and notes.

2020-002 Segregation of Duties

Condition - Segregation of duties provides stronger internal controls by not allowing one person to
have control and responsibllity over a complete accounting system (cash receipts, cash disbursements,
payroll and purchasing, receiving, and accounts payahle). It was noted that certain individuals In the
Organization have significant responsibilities or access within the information systems to many of the
financial accounting cycles such as accounts payable, payroll, financial accounting, and reporting,
which creates a cancern aver segregation of duties. Due to the smalf staff size in the accounting
departments, a lack of segregation of duties exists.

Criterla — The lack of proper segregation of duties is considered an internal control weakness.

Effect — As a result of not having a sufficient number of individuals In the accounting department to
segregate duties, risk of misappropriation and fraudulent transactions In financial reporting increases.
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Recommendation — We encourage the Board of Directors and management to strengthen internal
controls ar implement mitigating controls where possible.

Management’s Response — The Organization has added an additional accounting position who will
assist In many of the areas and create additional segregation of duties to some areas in the future, and
access within the information systems will also be reviewed in the upcoming fiscal year. The Board of
Directors and management are aware of incompatible dutles and will continue to provide oversight
and monitor the Organization’s operations.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Midwest Medical Foundation and Affiliate's financial
statements are free from material misstatement, we performed tests of its compliance with certaln provisions of
laws, regulations, contracts, and grant agreements, noncampliance with which could have a direct and material
effect on the financial statements. However, providing an opinion on compliance with those provisions was not
an abjective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Responses to Findings

Midwest Medical Foundation and Affiliate's responses to the findings identifled In our audit are described in the
accompanying schedule of findings and questioned costs. Midwest Medical Foundation and Affiliate's responses
were not subjected to the audit procedures applied in the audit of the financial statements, and accordingly, we
express no opinion on them.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance, and
the results of that testing, and not to provide an opinion on the effectiveness of Midwest Medical Foundation and
Affiliate's internal contro! or on compliance. This report is an Integral part of an audit performed in accordance
with Government Auditing Standards in considering the Midwest Medical Foundation and Affiliate's internal
control and compliance. Accordingly, this communicatlon is not suitabte for any other purpose.

Wepgts LLP
Wipfii LLP

February 2, 2021
Eau Claire, Wisconsin
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ATTACHMENT 36

Financial Viability
[ Historical 3 Years Projected

2019 2020 2021 2022 2023
Current Ratio 2.3 24 2.8 2.7 2.8
Net Margin | 2.4% 9.1% 17.3% 8.4% 9.0%
Percentage
Percent Debt | 113% 105% 90% 83% 78%
to Total
Capltalization
Projected Debt | 0.55 3.32 2.87 2.76 2.99
Service
Coverage
Days Cash on ] 80.1 200.8 201.1 203.7 100.5
Hand
Cushion Ratio | 0.14 0.33 0.41 0.50 0.24

No worksheets were prepared with respect to the above-provided information; however, data from
the Financial Feasibility Study prepared by Wipfli on behaif of Midwest Medical Foundation and
Midwest Medical Center was utilized in the calculations, as described below. Relevant pages of
the referenced Financial Feasibility Study are attached.

Specifically:

Current Ratio: (Page 67 of the attached)
Current assets divided by current liabilities (listed on Pages 59 and 60 of the attached)

Net Margin Percentage: (Page 61 of the attached)
Revenue in excess (deficiency) of expenses divided by Total revenue

Percent Debt to Total Capitalization: (Page 67 of the attached)
Total liabilities (Page 60 of the attached) divided by Total Assets (Page 59 of the
attached)

Projected Debt Service Coverage: Pages 66 and 67 of the atlached
Days Cash on Hand: Pages 65 and 67 of the attached
Cushion Ratio: (Pages 60 and 65 of the attached)
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Total available cash and cash equivalents divided by Long-term debt and capital lease
obligations — Less current portion + Current portion of long-term debt and capital lease
obligations
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SRS

Midwest Medical Foundation
and Affiliate

Galena, Hlinois

Financial Feasibility Study

Years Ending September 30, 2022 Through 2026 (Forecasted)

WIPFLI
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ATTACHMENT 37

Economic Feasibility
A. Reasonableness of Financing Arrangements
See attached letter.
B. Conditions of Debt Financing

See attached letter.

C. Reasonableness of Project and Related Costs

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).

See following page.
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COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE
A B Cc D E F G H
Depariment Total Cost
(List below) Cost/Square Foot Gross 8q. | Gross Sq. Const. § Mod. § (G+H)
New Mod. Ft. F1. (AxC) {B x E)
New Mod.
Circ.* Circ.”
Wellness
Center $350 $- 12675 0 $4,436,250 ] $ $4,440,000
Surgery $500 $300 | 1950 3780 $975,000 | $1,i34,000 $2,110,000
)
Atrium/Lobby | $400 $ 6888 0 $2,755,200 | - $£2,750,000
Rehab $375 $250 | 11900 6666 $4,462,500 | $1,666,500 | $6,130,000
Primary Care
Clinic $400 $250 | 9133 5900 $3,653,200 | $1,475,000 [ $5,130,000
Specialty
Care Clinic $- $250 | O 6460 ) $1,615,000 | $1,620,000
Canopy $160 $ 1878 0 $300,480 | § $300,000
Site
Development | $725,000 | § 1 0 $725,000 | $ $725,000
Contingencies | $4,873,050 | § 1 0 $4,873,050 | §$ $4,873,050
Construction
Mgmt Fees $1,052,927] $ 1 0 $1,052,9271 % $1,052,927
Professional
Services $2,074,168 | $ ] 0 $2,074,168 | $ $2,074,168
Owner ltems | $3,544,855 | § 1 0 $3,544,855| $ $3,544,855
TOTALS $34,750,000
* Include the percenlage (%) of space for circulalion
D. Projected Operating Costs
2025 — Operating Costs $41, 949,354
2026 — Operating Costs $44,982,150
L. Total Effect of the Project on Capital Costs
2025 — Capital Costs $4,632,468
2026 — Capital Costs ($3,087,749)
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&
midwest

MEDICAL CENTER

September 26, 2022

Ms. Debra Savage

Chairperson

Hlinois Health Facilities and Services Review Board
525 West Jefferson Street ~ 2™ Floor

Springfield, IL 62761

Re:  Reasonableness of Financing Arrangements and Conditions of Debt Financing

Dear Ms. Savage:

With respect to the expansion and modernization project for Midwest Medical Center that is the
basis for the submission of the Certificate of Need Permit Application to which this letter is
attached, I hereby attest that the total estimated project costs and related costs will be funded in
total or in part by borrowing because a portion or all the cash and equivalents must be retained in
the balance sheet asset accounts to maintain a current ratio of at least 2.0 times for hospitals and

1.5 times for all other facilities.

I further atiest that the selected form of debt financing for the project will be at the lowest net cost
available,

If you have any questions, please let me know.

%/‘%MA_/

Tracy Bauer
CEO and President
Midwest Medical Center

Sincerely,

Subscribed and sworn to before me this 2 lﬂ%y of September, 2022.

Wnhtn-Padt—

s . OFFICIAL SEAL
Signature of Ndtary Public o ﬁm PATTERSON ’
-GTATEOF ILLUNOIS
MY COMMISSION EXPRES: 102023 §
Midwest Medical Center | M)\:Iﬁ:;j:/vestf '353’22 C’";{'ﬁ 036 Midwest Senior Care
1 Medical Center Drive, Galena, IL 61036 ] f, 5 "}’ugf”s;; s bee"‘" 219 Summit Streel, Galena, IL 61036
(815) 7771340 . Main Street, Eizabeth, It 61028 @197%;
(815) 776-7381 or (815} 856-2238 105408181 518 7404
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ATTACHMENT 39
Charity Care Information
CHARITY CARE
2021 2020 2019
Net Patlent Revenue 29,681,071 23,300,286 23,266,965
Amount of Charity Care {charges} 1,290,538 1,235,616 538,013
Coslt of Charily Care 41,117 324,847 155,667
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