#23-028

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- D6/2021 - Edition

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: Advocate Outpatient Center — Hoffman Estates
Street Address: 4847 Hoffman Estates Boulevard

| City and Zip Code: Hoftfman Estates, IL 60192 ) B
County: Cook Health Service Area: HSA-7 _____Health Planning Area: A-OZj

Applicant(s) [Provide for each applicant (refer to Part 1130.220)]
Exact Legal Name: Advocate Health and Hospitals Corporation d/b/a Advocate Medical Group
Street Address: 3075 Highland Parkway

City and Zip Code: Downers Grove 60515

Name of Registered Agent: Michael Kerns

Registered Agent Street Address: 3075 Highland Parkway

Registered Agent City and Zip Code: Downers Grove 60515
Name of President: James H. Skogsbergh

President Street Address: 3075 Highland Parkway
President City and Zip Code: Downers Grove 60515

| President Telephone Number: 630-572-9393

Tvoe of Ownership of Apblicants

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

o Corporations and fimited 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.

S - -

APPEND DOCUMENTATION AS ATTACHMENT 1 IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
| APPLICATION FORM. 3 ) rlid|

Primary Contact [Person to receive ALL correspondence or inquiries)
PName Lanndon Rose

Title: Vice President, Advocate Aurora Medical Group Operations and Service Lines, Northern lllinois
Company Name: Advocate Aurora Health, Inc

Address: 450 West Highway 22, Administration, Barrington, L 60010

Telephone Number: 847-840-5593

E-mail Address: lanndon.rose@aah.org

. Fax Number:

_Additional Contact [Person who is also authorized to discuss the application for permit]
| Name: Myndee Balkan

Title: Health Facility Planning, Director -

'_Companv Name: Advocate Aurora Health, Inc
Address:

Telephone Number (847) 721-0376
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Additional Contact [Person who is also authorized to discuss the application for permit]

[ Name: Trent Gordon

Title: Vice President, Business Development, Northern lllinois

Company Name: Advocate Aurora Health, Inc

Address: 450 West Highway 22, Administration, Barrington, IL 60010

Telephone Number: : 847-530-9336

| E-mail Address: trent.gordon@aah.org
| Fax Number:

Advocate Hoffman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 0672021 - Edition

_Facility/Project Identification

Facility Name: Advocate Outpatient Center — Hoffman Estates
| Street Address: 4847 Hoffman Estates Boulevard
| City and Zip Code: Hoffman Estates, IL 60192 - —
County: Cook Health Service Area: HSA-7 ____Health Planning Area: A-07

Applicant(s) [Provide for each applicant {refer to Part 1130.220))
Exact Legal Name: Advocate Aurora Health inc.

Street Address: 3075 Highland Parkway, Suite 600

City and Zip Code: Downers Grove, IL 60515

Name of Registered Agent: The Corporation Trust

Registered Agent Street Address: Corporation Trust Center 1209 Orange Street
Registered Agent City and Zip Code: Wilmington DE 19801

Name of Chiel Executive Officer: James H. Skogsbergh

CEO Street Address: 3075 Highland Parkway Suite 600

CEO City and Zip Code: Downers Grove 60515

CEO Telephone Number: 630-572-9393

Type of Ownership of Applicants

X Non-profit Corporation O Partnership
O For-profit Corporation (] Governmental
O Limited Liability Company O Sole Proprietorship 0 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: Lanndon Rose

| Title: Vice President, Advocate Aurora Medical Group Operations and Service Lines, Northern lllinois
Company Name: Advocate Aurora Health, Inc

Address: 450 West Highway 22, Administration, Barrington, IL 60010
Telephone Number: 847-840-5593

E-mail Address: lanndon.rose@ aah.org

| Fax Number:

Additional Contact [Person who is also authorized to discuss the application forpermit)
' Name: Myndee Balkan B o -

| Title: Health Facility Planning, Director -

Company Name: Advocate Aurora Health, iInc - ) SIS
Address: . f——

| Telephone Number (847) 721-0376

| E-mail Address: myndee.balkan@aah.org
| Fax Number:

Advocate Hoffman Estates MOB
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Additional Contact (Person who is also authorized to discuss the application for permit]

Name: Trent Gordon
Title: Vice President, Business Development, Northern lllinois
Company Name: Advocate Aurora Healith, Inc

Address: 450 West Highway 22, Administration, Barrington, IL 60010
Telephone Number: : 847-530-9336

E-mail Address: trent.gordon@aah.org

| Fax Number:

Advocate Hoffman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

Facility/Project Identification B "
Facility Name: Advocate Outpatient Center ~ Hoffman Estates
Street Address: 4847 Hofiman Estates Boulevard

City and Zip Code: Hoffman Estates, IL 60192 - B
County: Cook Health Service Area: HSA-7 _ Health Planning Area: A-07

Applicant(s) [Provide for each applicant (refer to Part 1130.220)}
Exact Legal Name: Advocate Health Inc.

Street Address: 3075 Highland Parkway

City and Zip Code: Downers Grove, IL 60515

Name of Registered Agent: CT Corporation System

Registered Agent Street Address: 208 S. LaSalle Street Suite 814
Registered Agent City and Zip Code: Chicago, IL 60604

Name of Co-Chief Executive Officer: James Skogsbergh
Co-CEO Street Address: 3075 Highland Parkway Suite 600
Co-CEO City and Zip Code: Downers Grove, IL 60515

Co-CEO Telephone Number: 630-572-9393

Type of Ownership of Applicants

X Non-profit Corporation O Partnership
3 For-profit Corporation 0 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 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: Lanndon Rose - - i ]
' Title: Vice President, Advocate Aurora Medical Group Operations and Service Lines, Northern lllinois
| Company Name: Advocate Aurora Health, inc -
Address: 450 West Highway 22, Administration, Barrington, IL 60010
Telephone Number: 847-840-5593

E-mail Address: lanndon.rose@aah.org

Fax Number:

Additional Contact [Person who is also authorized to discuss the application for permit]
Name: Myndee Balkan

Title: Health Facility Planning, Director
Company Name: Advocate Aurora Health, Inc
Address:

Telephone Number (847) 721-0376

E-mail Address: myndee.balkan@aah.org
| Fax Number:

Advocate Hoffman Estates MOB
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Name: Trent Gordon E— -

| Title: Vice President, Business Development, Northern lllinois
| Company Name: Advocate Aurora Health, Inc .

| Address: 450 West Highway 22, Administration, Barrington, IL 60010
| Telephone Number: : 847-530-9336
E-mail Address: trent.gordon@aah.org
[ Fax Number:

Advocate Hoftman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

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: Scott Nelson

Title: Vice President, Planning, Design & Construction

Company Name: Advocate Aurora Health, Inc

Address: 3075 Highland Parkway, Suite 400, Downers Grove, IL 60515

Telephone Number: {630) 929-5575

E-mail Address: scott.nelson@aah.org

Fax Number: (630) 990-4798

Site Ownership
[Provide this information for each applicable site]

Exact Legal Name of Site Owner: Advocate Health and Hospitals Corporation

Address of Site Owner: 3075 Highland Parkway, Ste 600, Downers Grove, IL 60515

Street Address or Legal Description of the Site:

LOT 5C3E AND A PORTION OF LOT SC3D IN THE FINAL PLAT OF RESUBDIVISION OF LOT 5C3 IN SEARS BUSINESS
PARK AMENDED PLAT OF SUBDIVISION PHASE 2, BEING A RESUBDIVISION OF PART OF SECTIONS 32 AND 33,
TOWNSHIP 42 NORTH, RANGE 9 EAST OF THE THIRD PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT THEREOF
RECORDED JULY 17, 2008 AS DOCUMENT 0819934058, IN COOK COUNTY, ILLINOIS.

Parcet PIN 4 - 2023 RE tax bill - 4847 HotTiman Estates Boulesimd. PIN #0133 304 -008-000()

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.

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

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

Exact Legal Name: Advocate Health and Hospitals Corporation d/b/a Advocate Medical Group

Address: 3075 Highland Parkway, Suite 600, Downers Grove, IL. 60515

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

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

o Pannerships 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 s 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.

Advocate Hoffman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 068/2021 - Edition

Flood Plain Requirements
|Refer to application instructions.}

Provide documentation that the prOJecl complies ‘with the requirements of INinois Executive Order #2006- ‘]
pertaining to construction activities in special flood hazard areas. As pant of the flood plain requirements,
please provide a map of the proposed project location showing any identified floodplain areas. Floodplain
maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.orq. This map must be in a
readable format. In addition, please provide a statement attesting that the project complies with the
requirements of lllinois Executive Order #2006-5 (http://www.hisrb.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. % o’ .

Historic Resources Preservation Act Requirements
[Refer to aoolicationinstructions.]
[ Provide documentation regarding compliance with the requirements of the Historic Resources
Preservation Act.

===

APPEND DOCUMENTATION AS ATTACHMENT 6, (N 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

%] Non-substantive

Advocate Hoffman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

2. 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.

Advocate Health and Hospitals Corporation (“AHHC") doing business as Advocate Medical
Group (AMG), Advocate Aurora Health, Inc. and Advocate Health, Inc. (together, the
“applicants”) propose to construct an outpatient medical office building at 4847 Hoffman Estates
Boulevard, Hoffman Estates, IL. The land, building and operations will be wholly owned by
AHHC.

The project will include a newly constructed, single-story building, which will house primary care
and specialty care clinician offices for Advocate Medical Group and non-hospital-based
outpatient services including immediate care, physical therapy, lab, and imaging.

The total cost of the project, including land purchase, is $44,205,553 with an anticipated
completion date of April 30, 2025.

The project is classified as non-substantiative because it does not establish a new category of
service nor facility as defined in 20 IL CS 3690/3.

Advocate Hoffman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Project Costs and Sources of Funds

#23-028

APPLICATION FOR PERMIT- 06/2021 - Edition

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. |f 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

Prepla_nning_Eosts

Site Survey and Soil Investigation

Site Preparation

Off Site Work

New Construction Contracts

Modernization Contracts

Contingencies

Architecturat/Engineering Fees

Consulting 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

Otper Fu_nds 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.

Advocate Hoffman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

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 X Yes J No
Purchase Price:  $4,176,315
Fair Market Value; $4,176,315

| The project involves the establishment of a new facnllty or a new category of service
O Yes X< No

If yes, provide the dollar amount of all non-capitalized operating start-up costs (including operating deficits
through the first full fiscal year when the project achieves or exceeds the target utilization specified in Part
1100.

Estimated start-up costs and operating deficit cost is $

Project Status and Com_gletlon Schedules
For facilities in which prior permits have been issued please provide the permit numbers.
Indicate the stage of the project's architectural drawmgs

(] None or not applicable [ Preliminary

I Schematics (O Final Working
Anticipated project comptetion date (refer to Part 1130.140): April 30, 2025

Indicate the following with respect to project expenditures or to financial commitments (refer to Part
1130.140):
X 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
[] Financial Commitment will occur after permit issuance

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

State Aaencv Submittals [Section 1130.620(c)] _
Are the following submittals up to date as applicable?
(X Cancer Registry
(J APORS
(X All formal document requests such as IDPH Questionnaires and Annual Bed Reports been
submitted
BJ All reports regarding outstanding permits

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

Advocate Hoffman Estates MOB
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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 wall 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 wvisitors, staff. or empioyees of a health
care facility and not directly related to the diagnosis treatment or rehabiitation ot persons receving services from the health care
faciity *Non-chnical service areas” include, but are not hmited lo. chapels, gift shops, newsstands, computer systems. tunnels
waltkways. and elevators. telephone systems, projects to comply with hfe salety codes, educational facilites. student housing
patient. employee. stafl. and visitor dining areas. administration and volunteer offices. modermization of structural components (such
as roof roplacement and masonry work), boier repatr or replacement, vehiclse maintenance and storage facilities, parking faciies.
mechanical systems for healing, ventilation. and a!r contitroning. loading docks and repair or replacement of campetg tile. wall
coverings, window coverings or lreatments. or furmiture  Solely for the purpose of this delinition. “non-clirucal service area” doas not
mnclude heaith and litness centers. {20 ILCS 3960/3]

Gross Square Feet Amount of Proposeghl;?t'gl. Gross Square Feet

New | Modernized | Asls | Vacated

Dept. / Area Cost Existing | Proposed Const Space

REVIEWABLE

Medical Surgical

Intensive Care

Diagnostic
Radiology

MRI

Total Clinical

NON-
REVIEWABLE

Administrative

Parking

Gift Shop

Total Non-clinical

TOTAL

L

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

Advocate Hoffman Estates MOB
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Facility Bed Capacity and Utilization

#23-028

APPLICATION FOR PERMIT- 08/2021 - Edition

Complete the following chart, as applicable. Complete a separate chart for each facility that is a part of
the project and insent 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

totals for each bed service.

FACILITY NAME:

REPORTING PERIOD DATES:

From:

Any bed capacity discrepancy from the Inventory will result in the
application being deemed incomplete.

to:

Category of Service

Authorized

Admissions

Patient Days

Bed Proposed
Changes Beds

Medical/Surgical

Obstetrics

Pediatrics

Intensive Care

Comprehensive Physical
Rehabilitation

Acute/Chronic Mental lliness

| Neonatal Intensive Care

General Long-Term Care

Specialized Long-Term Care

Long Term Acute Care

| Other ((identify)

| TOTALS:

Advocate Hoffman Estates MO8
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CERTIFICATION

#23-028

representatives are:

more beneficiaries do not exist); and

The Application must be signed by the authorized representatives of the applicant entity. Authorized

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

o in the case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or

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

sent herewith or will be paid upon request.

kg&,(nl

This Application Is filed on the behalf of Advocate Health and Hospitals Corporation* 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

D ftl

SIGNATURE SIGNATURE

James H. Skogsbergh Wy Uiam L. San /'u//,
PRINTED NAME PRINTED NAME

President Chuf Qpurating 0fficer

PRINTED TITLE

Notarization:
Subscri

and sw, befpre m
s 1% day of [THASA" 2023

JOSELYN W DELEON
NOTARY PUBLIC STATE OF |u|NO|s

PRINTED TITLE J

Notarization:
Subscribed and swom to before me

this 0™ _day of AgRse 20T

M{Z Lltines
Signajure of Novary

"OFFICIAL SEAL"

M{CHAEL E. KERNS
Notary Pubiic, State Of tllinois

My Corrmsslon Explres 05/26/2026

84240674.2

Advoie Hofvan & hMOA

CommissiomNo: Z30UbY

“Pagr 1)
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CERTIFICATION

#23-028

representatives are:

more beneficiaries do not exist); and

The Application must be signed by the authorized representatives of the applicant entity. Authorized

in the 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 sote
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

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

pald upon request.

This Application is filed on the behalf of Advocate Aurora Health, Inc.* in accordance with the
requirements and procedures of the lllinols 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

oo th S/

SIGNATURE

James H. Skogsbergh

SIGNATURE 7

Willram P.  Sanfulli

PRINTED NAME

President and Chief Executive Officer

PRINTED NAME

Cp et Opuahu, Offiar

PRINTED TITLE

Notarization:

Subscri and swoan to before m
day of M .202.3

this<£ |

JOSELYN W DELEON
NOTARY PUBLIC STATE OF itLLINOIS
7 COMMISSION EXPIRES: 08/14/202¢

-

“)

ypplicant

PRINTED TITLE

Notarization:

Subscrbed and swgm to before me
this AUTHday of 4 pRsc 023
Signature of Notary

seaf  "OFFICIAL SEAL"

MICHAEL E. KERNS  §
Notary Public, State Of tflinois 4
My Commission Explres 05/26/2026 §

84240674.2

Commission No. J

e B
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CERTIFICATION

The Application must be signed by the authorized representatives of the applicant entity. Authorized
representatives are:

e 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).

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).

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

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

This Application is filed on the behalf of Advocate Health, Inc.” in accordance with the
requirements and procedures of the lllinois Health Facilities Planning Act. The undersigned
certifies that he or she has the authority to execute and file this Application 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.

%*C&‘«( =y bl

SIGNATURE SIGNATURE

James H. Skogsbergh Willram F. San fie / / /
PRINTED NAME PRINTED NAME

Co-Chief Executive Officer Pl‘(SldLn'f M d west K q:an
PRINTED TITLE PRINTED TITLE

Notarization: Notarization:

Subsgribgg and swom to befgre Subscribed and swom to before me
this 'gfday of iﬂM, %2—3 thisd 0™ day of_énﬂgmw

1L : (V5. AZ
?g/n ure o Notary Signature of Notary

PPN PP P P PO N

Sea Seal

- o~ o -

. "OFFICIAL SEAL"

: MICHAEL E. KERNS

1 Notary Public, State Of illinois

€ My Commission ‘Expires 05/26/2026

JOSELYN W DELEON

*Insiprt theoBMAREL leash nawee,aldhe arplicant

MY COMMISSION EXPIRES 08/14/2026 Commission No. 286069

Advocale. Hopan Est od pf%wf \Ce
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

SECTION tlil. 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 reauired information:

p—

1.

BACKGROUND OF APPLICANT ‘}

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

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

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.

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

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

e. Acertified 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
govemmental agency.

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.

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 cerify 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.

Advocate Hoffman Estates MOB
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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.

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

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

4. Cite the sources of the documentation.

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

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

For projects involving modernization, describe the conditions being upgraded, if any. For facility projects, inctude
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 aiternative 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 verities
improved quality of care, as available.

APPEND DOCUMENTATION AS ATTACHMENT 13, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST
PAGE OF THE APPLICATION FORM.

Advocate Hoffman Estates MCB
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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 i.rf amation:
| 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. f the gross square footage exceeds the BGSF/OGSF 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.

c. The project involves the conversion of existing space that results 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
fotlowing format with Attachment 14.

E———— ERI S — 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:

for which HFSRB has established utilization standards or occupancy targets in 77 ll.. Adm. Code 1100.

provided.

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

e = UTILIZATION

DEPTJ } HISTORICAL PROJECTED STATE MEET
SERVICE UTILIZATION UTILIZATION | STANDARD ' STANDARD?
(PATIENT DAYS)
(TREATMENTS)
ETC. _
‘vearz | ) i ———

This criterion is applicable only to projects or portions of projects that involve services, functions, or equipment

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

- . . -

APPEND DOCUMENTATION AS ATTACHMENT 15, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

L ——— - - p—

Advocate Hoffman Estates MOB
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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 sheli space, specifying the proposed GSF to be allocated to each
department, area, or function.

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

4. Provide:
a. Historical utilization for the area for the latest five-year period for which data 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
LAPPLICATION 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 Rooms
O
U
0
3. READ the applicable review criteria outlined below and submit the required documentation

for the criteria:

T

Project Type Required Review Criteria

New Services or Facility or_Equipment 'w_(B) - Need Determination — Establishment

Service Modernization (c){1) — Deteriorated Facilities

AND/OR

| {c)(2) - Necessary"Expansion

. PLUS

(c)(3)(A) - Utilization — Major Medical Equipnient

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.

N.
APPEND DOCUMENTATION AS ATTACHMENT 32, 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):

e Section 1120.120 Avallability 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]:

$14,722,729 | 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.

b) Pledges - for anticipated pledges, a summary of the anticipated pledges

e 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 Bequests - verification of the doliar 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
$29,482,825 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 loan in the amount and time
indicated, including the anticipated interest rate and any
conditions associated with the mortgage, such as, but not
limited to, adjustable interest rates, balloon payments, etc.

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

5) For any option to lease, a copy of the option, including all
_t __terms and conditions.
Advocate Hotfman Estates MOB
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e) Governmental Appropriations — a copy of the appropriation Act or ordinance
B 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 lefter from the granting agency as to the availability of funds in
terms of the amount and time of receipt.

g) All Other Funds and Sources ~ verification of the amount and type of any other |
== funds that will be used for the project.

$44,205,554 | TOTAL FUNDS AVAILABLE

PPLICATION FORM.

Advocate Hoffman Estates MOB
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SECTION Vili. 1120.130 - FINANCIAL VIABILITY

All the applicanis 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. Allthe 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 35, 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 shali
provide viability ratios for the latest three years for which audited financial statements are available
and for the first full fiscal year at target utilization, but no more than two years following project
completion. When the applicant's facility does not have facility specific financial statements and the
facility is a member of a health care system that has combined or consolidated financial statements, the
system'’s viability ratios shall be provided. If the health care system includes one or more hospitals, the
system's viability ratios shall be evaluated for conformance with the applicable hospital standards.

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 default.

" 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

B.

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 refated 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)

2)

3)

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

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.

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.

tdentify 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).

Advocate Hoffman Estates MOB
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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

D. Projected Operating Costs

E. Total Effect of the Project on Capital 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.

The applicant shall provide the total projected annual capital costs (in current dollars per

equivalent patient day) for the first full fiscal year at target utilization but no more than two years
following project completion.

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

Advocate Hofiman Estates MOB

Page 26




#23-028

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

SECTION X. SAFETY NET IMPACT STATEMENT

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 lllinois Department of Public Health regarding "Inpatients
and Outpatients Served by Payor Source” and "Inpatient and Outpatient Net Revenue by Payor Source”
as required by the Board under Section 13 of this Act and published in the Annual Hospital Profile.

3. Any information the appltcant 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 - 1
+ T CHARITY CARE o |
| Charity (# of patients) Year |  Year __Year
___Inpatient N——— e——
Outpatient | . | .
Total _ — ]
f Charity (cost in dollars) - - -
Inpatient | el [T .
| Outpatient| | SE— e
Total { - _I - :
e - MEDICAID .
Medicaid (# of patients) L Year Year YeaL__—|.
. Inpatient = .
| ~___ Outpatient S n = Jwsg 8_
Total - =
Medicaid (revenue) , r EORP __—
| - Inpatient ] J

Advocate Hoffman Estates MOB
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'|f ) Outpatient L
| Total

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

Not applicable - Non-substantive project
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SECTION X. CHARITY CARE INFORMATION

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.

T anner CARE

Year Year | Year
‘Net Patient Revenue 3 =
| Amount of Charity Care {charges) J'

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 Facilities & Services Review Board
(HFSRB) must determine if the site of the CRITICAL FACILITY, as defined in EO 5, is in a mapped
floodplain (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 fioodplain regulation.

1. Applicant:
(Name) (Address)
(City) (State) (ZIP Code) (Telephone Number)
2. Project Location:
(Address) (City) (State)
(County) {Township) (Section)

3. You can create a small map of your site showing the FEMA floodplain mapping using the FEMA
Map Service Center website (htips:/msc.fema.gov/portal/home) 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 corner of the page. Select the pin tool icon v and place a pin on your site. Print
a FIRMETTE size image.

If there is no digital floodplain map available select the View/Print FIRM icon above the aerial
photo. You will then need to use the Zoom tools provided to 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 ?
IS THE PROJECT SITE LOCATED IN THE 500-YEAR FLOOD PLAIN?

If you are unable to determine if the site is in the mapped floodplain or 500-year floodplain, contact
the county or the local community building or planning department for assistance.
If the determination 1s being made by a local official, please complete the following:

FIRM Panel Number: Effective Date:
Name of Official: Title:
Business/Agency: Address:
(City)  (State) ~ (2IP 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 floodplain as designated on the map noted above. It does not constitute a guarantee that
the property will or will not be flooded or be subject to local drainage problems.

Advocate Hoffman Estates MOB
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Non-profit Corporation 0 Partnership
For-profit Corporation [l Governmental
Limited Liability Company O Sole Proprietorship | Other

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

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.

i

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

Provided for Attachment #1:
Advocate Health and Hospitals Corporation

IL Certificate of Good Standing

Advocate Aurora Health, Inc.

IL Certificate of Good Standing
DE Certificate of Good Standing

Advocate Health, Inc.

IL Certificate of Good Standing
DE Certificate of Good Standing

Advocate Hoffman Estates MOB Attachment 1
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File Number 1004-695-5

To all to whom these Presents Shall Come, Greeting:

1, Alexi Giannoulias, Secretary of State of Hie State of lllinois, do
hereby certify that I am the keeper of the records of the

Departinent of Business Services. | certify that

ADVOCATE HEALTH AND HOSPITALS CORPORATION. A DOMESTIC CORPORATION,
INCORPORATED GNDER THE LAWS OF THIS STATE ON SEPTEMBER 1, 1906, APPFARS
TO HAVE COMPLIED WITH ALL THE PROVISIONS OF THE: GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATLE. AND AS OF THIS DATE LIS IN GOOD STANDING AS
A DOMESTIC CORPORATION IN THE STATE Ol ILLINOIS

InTestimony Whereof, ! iercto set

iy hand and cause to be affived the Great Seal of
the State of llinois, this  3RD

dayof MARCH  A.D. 2023

Autheniteation 8 2306203384 verfabe: until 03812024 4 z . ﬁ' z
Authentcaly al hlips (7www #s0r gov

YECHETAR Y OF STATE

Advocate Hoffman Estates MOB Attachment 1
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Delaware

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE Or
DELANARE, DO HEREBY CERTIFY “ADVOCATE AURORA HEALTH, INC " IS DULY
INCORPORATED UNDER THE LAWS OF THE STATE OF DELAMARE AND IS IN GOOD
STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE RECORDS
OF THIS OFFICE SHOWN, AS OF THE SIXTH DAY OF MARCH, A.D. 2023.

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID CORPORATION
IS AN EXEMPT CORPORATION.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL REPORTS MAVE
BEEN FILED TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "ADVOCATE AURORA
HBALTH, INC ~ NAS INCORPORATED ON THE FOURTH DAY OF DECENBER, A.D.

2017

NS

6645600 8300C Authentication 202841931

SRH 20230875743 o Oate 03 06 23
You rmay verdy this cerlificate unhine at (ofp.delaw are gov/authver.shtml

Advacate Hoffman Estates MOB Attachment 1
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File Number 7155-851-7

- x)

To all to whom these Presents Shall Come, Greeting:

I, Alexi Giannoulias, Secretary of State of the State of Hlinois, do
hereby certify that 1 am the keeper of the records of the

Department of Business Services. | certify that

ADVOCATE AURORA HEALTH, INC . INCORPORATED IN DELAWARE AND LICENSED
TO CONDUCT AFFAIRS IN THIS STATE ON APRIL 03, 2018 APPEARS TO HAVYE
COMPLIFD WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE. AND AS OFF THIS DATE. IS A FOREIGN
CORPORATION IN GOOD STANDING AND ALTHORIZED TO CONDUCT AFFAIRS IN THE
STATE OF ILLINOIS

InTestimony Whereof, 1 iicreto sct

my hand and cause to be affived the Great Seal of
the State of Hlinois, this  3RD

dayof MARCH  A.D. 2023

¢ 26
Astenteaton 8 2306203464 veidiabke w31 30372024 4 & . z ‘

Autnenticate st DDA laww 130 yov
SECRETARY OF STALE
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Delaware

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY ~“ADVOCATE HEALTH, INC." IS DULY
INCORPORATED UNDER THE LAWNS OF THE STATE OF DELAWARE AND IS IN GOOD
STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE REBCORDS
OF THIS OFFICE SHOW, AS OF THE NINTH DAY OF NOVENBER, A.D. 2022.

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID CORPORATION
IS AN EXEMPT CORPORATION.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "ADVOCATE HEALTH,

INC." WAS INCORPORATED ON THE NINTH DAY OF NAY, A.D. 2022.

=

Jofrey ¥ Beluit Badcwiory of Blate )

6784998 8300C Authentication 204813661

SR# 20223974042 N7 Date 11.09-22
You may verify this certificate ontme at corp delaware gov/authver sht
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File Number 7376-313-4

To all to whom these Presents Shall Come, Greeting:

I, Alexi Giannoulias, Secrelary of State of the State of 1llinois, do
hereby certify that I am the keeper of the records of the

Department of Business Services. I certify that

ADVOCATE HEALTH.INCLINCORPORATED IN DELAWARE AND LICENSID TO
CONDUCT AFFAIRS IN THIS STATE ON JUNI 282022, 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 A FORFIGN CORPORATION IN GOOD
STANDING AND AUTHORIZED TO CONDUCT AFFAIRS IN THE STATLE OF ILEINOIS

In Testimony Whereof, ! iereto set

my hand and cause to be affixed the Great Seal of
the State of lllinois, this  3RD

dayof MARCH AD. 2023

Asthentcstion @ 23062034 1B ver halse untt 03/032024 4 z 2 &' ‘
Audenticals al 1ps Jwww 8203 gov

SECHETARY OF STAIL
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Site Ownership
[Provide this information for each applicable site)

[ Address of Site Owner: 3075 Highland Parkﬁvfa_\_l, Ste 600, Downers Grove, IL 60515

“Street Address or Legal Descrlpuon ‘of the Site: 4847 Hoffman Estates Boulevard, Hoffman Estates, IL
60192

LOT 5C3E AND A PORTION OF LOT 5C3D IN THE FINAL PLAT OF RESUBDIVISION OF LOT 5C3 IN SEARS BUSINESS PARK AMENDED
PLAT OF SUBDIVISION PHASE 2, BEING A RESUBDIVISION OF PART OF SECTIONS 32 AND 33, TOWNSHIP 42 NORTH, RANGE 9
EAST OF THE THIRD PRINCIPAL MERIDIAN, ACCORDING TO THE PLAT THEREOF RECORDED JULY 17, 2008 AS DOCUMENT
0819934058, IN COOK COUNTY, ILLINOIS

Parcel PIN # - 2023 RE tax bill - 4847 Hoffman Estates Bivd as the address. PIN #01-33-304-008-0000

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.

APPEND DOCUMENTATION AS mﬂ_niu_gm [N NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. )

A copy of the deed that outlines the terms and provides evidence of control over the
Premises is provided as Attachment 2 Exhibit 1.

Advacate Hoffman Estates MOB Attachment 2, Exhibit 1
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REAL ESTATE PURCHASE AGREEMENI

IS REAL L.SI': ‘L 3I‘:”lJRL'lIx\!Sl: AGREEMENT nihis “Agreement™) is made and
enlered b as of OVETRRT » 2027 (“Litective Dale™) by and among. ADVOCATT
HEALNT AND TOSPITATS CORPORATION (Purchaser™. and  I'RAIRIE POINIY

CENTVR DEVELOPMENT, £1C, an Jitinois Bmited hability campany (“Selles™i.

RECELA =2

A Selter ixahe fegal owner of approvamately /- 6 S acres of real estate bwated at the
Southwest eanrer of Reute 39 and HolMman Bt Hoffivan | sties. € oungy of Cook, Hinos,
Lopether with any and ol improvements thereon, amd 4l of the rights, privilepes, benelins
casemeits and appuienances helonging or appetaimog 1o sich real estate (such real estnte amd
A oT such improvements, nights, privilepes. benchits, easements appurteinees are
sometines colleetively seformed i ihis Agrecment as “Real Estate™), being u prution of the
paret Jegally described an Fxhibit “A™ Fhe Real Estiate 1< indicared on the Site Mhan R
heretorand mrade tulls a part hereol s 1 ohibin =37 ¢=Sie Phan™)

13 Seller has agreed 1o sell and Purcliser b agreaed G purchinge, fi) the Reat Esiate
and girk all other peesonal property, tamible or mtaytble, thal 1 esvned by amd in the possexsion
o Seller und rebated solely to, or used solely i conncetion with, the atvaership and operation ol
the Real Pstate, if any {the "Pepgonal Propens ') on the tenms snd coruditions set tonth in this
Agreement e Peesonal Propeety mchides, bt s e biniied o, all of Seller's rght. tithe and
it in st and b fap any and all sl ]sts pts, apprereals anb o Becmes, wellsnd studios
grnind water studics. topographsea and engiovening stadies o A Ch 5, haandows o loaie wasic
of substance shes, enviconmental reparnts, studics and diads s, al pharts, cupticering studies
wind iy und ath otber reports, stedies, analyses wsts or atlier infaeniation relating an anv way o
the Rewd Eatinte, und thiany and all sgreemenis and connuces rel ing 1 the Real Lstate, and the
deselopment, swnership, wand eperation Bercot e Beal 1 state and the Peesonal Propatiy are
samchimes collectn ely iefened 0 i s Agrceent as the Progseres )

NOW. HIEREFORE . w0 consderation of the g CInenunls,  aprecniems
representations and warrantes et foth horein, i tor othe povd atd vaduable condenation
the eecetpe and fegal suificiency o which we heretn achnowbedped. the paties hereby apree s

Fllor
The Revatals e mcorpaiated bercam as o fubly stued in therr vidinely
| Putchase aed Sale Seller agrees sl 1o Purchaser. and Puscdieer dprees o

purchise feam Sebler the Real Faite amd the Personal Propeety at the poce and apon ihe
COMCIRIN, 0T, prs stons ind condiions set dorth in this Agreciem

Advocate Hoffman Estates MOB Attachment 2, Exhibit 1
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s wament The “Puschase Price” shall be $40T6,315 Prior b e Cxpitation of
the Govermpental Approval Penod {as delined bedins ) Parchaser auy nonfy Seller of any storm
water detention that governmental auiboritios may require t be located on the Real Fstae in
which event the Purchase Price shall be reducal by an amonnt equal W U product of die ITENY
fowtage o such repired on-site water detention mubiplivd by $14 75 the Purdhase nee shald
e pind as lHoaws

(o) Fifty dhousand and  NO 10Oths Duolbaes (5 50,000,00, tthe “Laruest
Money”) shal) be depossted by Purchaser i a tion-antenest beanug esenmy account with
Fird Amierican Ditle Inswrancy Company . 30 Nonh  aSatle Stecet, Chicage, Ihinens qihe
“laperom Agemt ) withi wn B Business 13ax = o1 il execution of this Agreetient Cihe
Lurnest Money shall e hebd by | seron Agent pursuant to First Amertean Lide nsunuwe
Campany™s stundard escrow mstractions madified 10 ity Agreememt and cach
Selter and Purchaser herebs authorize s resprethve sttomicy o esecate sand Famest
Mopey escrow instructons on ity behalt

ih The balanve of the Purchase Price shall be pard by wire wrauster ot
smmwedistely svailable hads ag the Closing s defined below

3 dnspechon Contingency . Purchiser, its agents, nrchyects, enpincers, lenders, and
comsiltits shall bne untl one hundied aghts (180} davs alics the [ ffective e qthe
“hnspection Perbnd 3 o imspedt the Progeny amd 1 evanming any efornation o docinrentaon
relating 1 the Property, incliding, without imitation, the Commitment, the itk 1 oscuanments, the
Sursey fdhvfined belowt G ovbibints st bl B, 1l braoha and tecands of feller, ans
propeity mandgemct reports, el the aforation ad docamentation pros ided PUCSUELE b
Scetion _MbY and B osatisly et o ie sole dhecretion, thul e tramseim contorms o
Purchiser s objechves (e “luspectivn ¢ entingency ) Should Purchuser for uny ae i reisen
all determane thae the Prapenty 1 ot sabbe i s purposes. Porchiser shall be eatitled 1
teonante this Agrecnient, in which event tis Agreement shall be termsinated. di | arnest Mooy
shall be inunediiely retumied b Purchiaser, amd nerther party shall have any furtbar hiatyhn
herciinder.

1ah Inspegtion ol Properts Seliar ~hadl petnut Purchaer, and s agents
Fepresentatives,  mnestors. archifents. cugineees,  lenders,  insurance ageats.  and
constru on amd cavieonmestal cmsaliants icolleeuvely, ¢ onsiltants™) aceess Lo the
Fropenty G amy non-invasive inspections saudies, and wsting as Purchised decos
appropricde, mcluding, swithout Timitation. relating to wvestigalion oF possible existence
ol hazardows substances, Purchaser s perfonn s sive testing, indduding witha
fimtaton, a “Phase 17 envononowntal inspectson, ad the tahang of sl samples ot the
sile purpone ol sy estigating i) compaction. without the Prioe widien consent ol Selle
Purcluses expreasly achnowledges and agrevs that amy “Fhase 117 o sther ins i
cnviomnental wsting okl e proposad plan G the ~ame shall e Selter’ s peen
Wit corsent. which miy be s nbilietd in Seller s reasaiable discretion Punchiaser hall
Piosvide Sefler not less dun fors -eipht G885 Bours wboance totice Cwlech iy b prven
v elevteoaic mail or viher witen methisdy poion o Pachaser and o 1t contractery
wvessig the Propenty, mad Selber shall hise the oyl ke accompany Pugebaser and or its
Coisnlinty i connection with sich ccess, Seile agrees Womake wsel amd s propeny
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maragement company and site supervisor reasonably aviitable duting the Inspection
Peritd in erder 10 amsner Purchaser's ar its Consultant's questions concerning the
Property, und Seller shill otherwise vooperale in gkl Loth inoany olher reasonable
quest by Purchaser or its Consultants thuring the laspectivn Period 1o facilitate
Purchaser’s review of and due dihigence comcerning os investment i the Propesty
Purchaser shall keep the Properny free wmd clear ol any mechanics” and materialmens’
hens or other tiens arising out of its actvitics on the Piopeny and these of jis
Consaltants Purchaser, at Purchaser’s sal expense, shalt prompily repair any amd all
phy sical damage 10 the Property actuatly resulting (rom uny of the tests, studies
mispecitons and investigations performed by ot on bebaif of Parehaser Pt 1o this
Section Hak and Pusehaser shall mdominfy . delend aind bold Seller. Selter s manageient
agent, aidd their cespective partners, officers. ditectors, shareholders, caployees il
spents, together with the siceessons and usiigns o the foregomg. harmless froms and
agamst all lvss, cost, domage and Habnkin (enchuding stlormeys” fees, court costs aml orher
reasonable costs of defease} due 1o physical darmage 4o POy Injny B persasn, o to
the Filing ot any mechanics” or matenabmen s lieas which sy be isserted or recovered
agemst sy of the foregoing indeinmitees avising by reasom of the tests, studies,
mspections and investigations perlformed heromnder. wlhich obligation of indemnitication
shall sunvive the Closing or any expiration or tenmwination of i Agreement, however
cansed. Untl Chosing, Purchiser ageees o hold all intormstion Teamed with respect to
the Property that o nat palilichy asaable i steet confidence ard shadl o diselose such
HMURTR 1o ity persen of ey feacept o Purchaser's Consultants without the privr
withien consenl of Seljer,

thyInlonmation and Docimentaiivg Seller bereby Cantios w Purchiaser than
vt e the 1 fleclive Dine Sebter provided o Purchiaser tae and conplete copies ol ihe
benials set forth below o the extent the sune wie in Seller's | CREY LR T

fi Seller™s existang e ivunce o wnchuding wll endorwniems
thorein, Selles™s esistiog survey of the Peopers and all documents pertainme (0
exveplions oted i sach ade poliey o sy

ind - copies ol all coreent real entate 1y bbls and s assessment. and all
intoration umd documentabon i Seller's pressessten relaling 10 real estare i
vamitests aind appents;

Y amy O sovice Coaitacts and hoense and  other nighins,
including comtragts conwerime Landscaping. sioss i al widd retuse ream al
and iy wnd all amendments. modificainons and sapplements theecta:

(v Copees of all of the bast twetve 0120 nvinths of wiibiny bl (s
clectiv, water wnd sower)al upplecable

i CHEBRCCTING foponts concering the Propuats il am

r o amy e sof ashestos, any ey et mspection reports
ienchuding ame Phase Dand Fhase 1 repontst and other hasardoos snbstanee fine

Advacale Hofiman Estates MOB Attachment 2, Exhibit 1
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proteciton of other tests, reports ard stwdies, G the extent comducted o vequeste|
by Seller or itherwise in the possession ol Seller:

(v0) g notices of health, bukding, zomng oe other cwle vielmions
reverved by Selter dunmg the two-year perid preceding e Filective D,

eeiiny permits, ifany ; and
(nd plans and specefications, il aim
) Caowernmerital Approval Conlingeas
{a} Purchaser imends o develop the Real Istide a5 0 medical focility othe

Erogeat™ From and afier the Flective Date Purchaser shall usy veamnerenally repsongble
cltorts w obtun

it Condhtionsl coactinent s contiention Iy b Vielbage ol Lt lan
Ustites, Plinois ©"Village™) o any ondinance or ondioances which may be requrnd
woonaler o permit the Project, and 10 appaose o fand plan or stle plan, plar ot
subdavasion o planned nn development in fonn submied By Purchaser or i such
other B as shatt be acceptable to Purchasr in its sole diserction and which will
pommt the Project

1 Receipt Iy Purchiser o assuriiees satistieton b Parehaser 1 i
ke deseretion that the Viblage has (A duly spproned aid, conciniently with die
Clasing. shath exceme and record a play of <ubdivision i form submited by or
otherwess acceplable 1o 1Mschaser il Selber tthe “Phat o) Subdivision™), and ¢l4
has approv e Purchaser's progsased Tinal cagitecnng lor e Progect {ohigses 11 e
Gih vellectively, the “Govermanent Approsal )

Nonwathsinding any theng to the contray contaned hercin. without Seller's
prios witten vonsent, which consent nun be withlicld in Selice’s sole and sheehe
diserenon, Parchaser shall ni make appli iton 1o any goveramental aodhorniy far
any permil, upproval, boense, or ather entidberient o e Fropenly of i ase and
developrisent theseol it woukd by biading on 1he Propurty i the event the CUlosing
oy pot veeur

thy Notwithistanding any thing w this Agrevaent 1o e conteny . Fachaser <t
horve the rght o wnmmate this Agreement by weilten nobice o Seller pisen am o hetap
00 PAE centeul tinwe on e e FRandred 1 iglieddy ¢80y day folluwiig the | tecting
Dt il Prugchasen s ot i Purchasee’s sole discection, satsfied with the Gasvemmental
Approval and e suabrhiey tor deselopment by Puschases (he “Govermmental Approval
Conmgeney™ ) Dhe sak 1804ty period al me dunng shich Purchiser o terminate this
Agrectient s berein relerral ooas the " Gosernentnd Appona Paiod” 11 Purchas
clects o teronnate the Apreement pumaant o s Paapraph 3 within ane bundied cighty
(U8RI days ol the T lechive Date, the Famese Money shall be eddundad o Burchaser s
entivety. Purchasee’s subniirtals o the Vdlbage under shis Paragraph 4 shall be at Parchusers
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sl cost and exponse. 1 PURCHASER DOLS NOL GIVEE WRIT TEN NOHCE 1o
SELLER ON OR BEFORE THE END O SAID GOVERNMUNEAL AMPROA A
PERIOD OR ANY EXTENSION THEREOE AS SF T FORTH IN SECHION 3 0 s
AGREEMENT, O PUHRCHASER'S  FLICHION  TO T KMINATE IS
AGREEMENT, THIN PURCHASER'S RIGHT TO TERMINATE VINDIER  THIS
FARAGRAPILS SHALL T ADPSE AND LXPIRI

() In the evem Purchvser confinees putsing the Gavertimens Appeonid an
goond fiith andd using its commereiatly reasonable effors, Purehazer shall e the optinn ta
cxtend the Conermmentd Approval Perrad Tor wa 1 2) conseeulive penonds ol forty live (45
iy s eacliafier the ed ol the origina Goyvenencental Approval Perissl providkead Parchaser
o delivers, prior o the expirtion ol the then cusrent Goyerament Approval Penod. winsten
pratiee to Seller that Purehiases 15 efecting o extend the Govenieatt Approval Peringd sund
it deposits an additonal Twelve Phousand P Humdeed Dollars (RL23000 teath @
“Govemmgial Approval Bscrow Pepoint™) for el exiensian. in escrow with the Fserow
Apent withm bve (3) busimess day s following delivery ol notee by Purchuser 1o Seller thal
Parchisser v electmg 0 eviend e Governnwental Approsad Penonl, whiereupon sucly
Additional Govermnmentad Approval Fserow Depasit wall no lmger be refindable 1o
Purchaser dother than wpon termination of this Agreenmieat by Puccliser following o
detiult by Seller nnder this Agreement) Besprie thar it becomes av refundable under
s ection, my Govermmental Approsal B Depositts) made by Purchases shall be
applied 0 olset the Pureluse Price ant losing

h CON Comingi iy

tay From und atier ahe Piicane Daie Parchaser shall uee commcicatly
fesonable <fforls o abluin g Uertiticute of Need teom the Stale of linois which may he
regared anorder o ponmit the Project b ( eriilivute v Need ')

ihy Furchaser shall provide Seller with wirtten note pivanptly tollewiag b
recurrence o ench of the following milestones in the Cenilieite of Need apphication
provess i0 Purchised's submission of s toanal apphanon e she Riasis el
Lacilites snd Services Review Board (the “oard ) and wpon Seller's qequoest for the
Houed's sehdule to s ow Puschasers proposal for the Pragect Qhe - learing™ s 5 copy of
the finh to the Board's website: and 003 notification o iy eesolutions adopled o aetions
taken by the Boand an the Heang inchihing copres ot such gesodutions @ oo
(coltedtively, = Affimane Netilicotions™y

it I addition ol Affimnatine: Notifications, Pancbases shall make
Pirchaser s Represeatatine tis detined belos i avalable o Selles which Sefler nias
vanttact hrecthy from tme w ume o the purpases af obtaining status updates and relad
documentation regandng the Cerblicate of Need s Scler may reasoaably regue
wcludimg bul oot Biorivad to0 id an estimuded melie fawith tarpet dates Tor relesant
milestenmes ol the provess o oblam tiw Cereifivate of Need, and upnat Lurther reguest, ans
miateHal upsdates therews 1oy g cope of win pichietinaes and Hinal site plats submnted w
the Vallage in connectian with it site plan review process, prior ke Parchasere submining
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the sumie to the Village, and (s notificaton of wsy approvals issued by govemmentad
ahorities, prompily afler Purchaser’s reecipt of such notification.  Porchaser s
Reproseatative shall use gt it efiorts o nmely achnowtedgye receipt of Sellee's
requests (hat i all events within bwa (2 business days thercot) and diligentls pursue
sich requests

() o the extent reasonmably pecessary. Purchiaser shull wahe available via
teleconference sich other of its employees or other agents that ate most hnowhadgeatde
ol the stalus of the upplivation for the Centificate of Need 1o discuss with Seller the then
curent stus o the Certifivate of Need application

() I the event Purchaser does not receive appron all of it Certificate of Need
within two hundred amd seventy (2709 days rom the Fitective Date tthe "CON
Contingency. Ferind”s, then wt the Purchaser’s sole discretion this Aprecment ny e
terminated by Purchaser, provided that Purchaser delis ers written notsee of rermination Lo
Sefler prior to the expication of the CON Contingency Perind, us may be estended, wnd
thereafier neither pary shall have any funtber obligations t proceed with this sale, b
the partics shall remain esponsitde  tin il obligations winch expresshy s
teemination ol s Agreement, 17 Puchiser eleets 1o terminate this Agevement pursum!
t this Paragraph 5 during the CON Comingenes Period, ondy the Farnest Money shiad) by
rerunded to Puechoser i ats entiety, Jo the event Purchaser i posung the Cenitivare ol
Need approval in pood faih, usag s commercially reasomzable efforts, and pros ides
petshic updates and docuwmentation as und when teguested by Neller, Purchaser shall
havs e oplion e extemd e CON Contingendy  Paiod toe thuee ¢ additionat
corbseative perinds of by (3 days cach afier the cod of the otigimal CON
Contingency Period. provided Paschaser {1 delisers, pror o the oxpisntion of the thes
sinent CON Contimgency Pariod, weitten notice o Seller that Parchaser 19 cfecting
extend the CON- Cantingeney Period nd i deposits an oelditional Ten 1 hogsnd
Doflars e300 (wbich deposit shall constitute o "CON Eseams Deparsil”™, and together
with the Gos emmenial Approval $senns Deposit, collectively . the ™ Mdditional_ fscron
Depott ). G cavh extensinn, m escrow swith the T swrow Apgeat within five () busingss
iy s fubloneiag sotice I Paschaser 1o Seller that Purchuser s el thiig o exiend the CON
Contmgeney Period swhescupon sudh CON 1acrow Dreponit will ne lomger be reiundable
e urchaser {other than opon temington of dus Aprcement by Purchaser tollowing a
defial by Selter under this Agreementt Despite that 1t becomes nonerefundible wnder
thes sention, iy CON P seron Depositist shall be apphed w ortsa the Pureliase o gl
Clusing

th Inhe esont that the Closing oecurs, all Additionad T seron Bdeposats shall
Bt apphied 1 the Prachiew Price 1o the cvem ot @ terminateon ol this Apreeaent {oiber
e o termnation due G an event of delauls by Sellerh, afl Additional 1 sceone Deposits
sl be disbuesed by the 1o Avent ' Seller and Seller <hall have no ohbgation 1
refumd the same 1o Puschases

(24 the Ispecien Contmgencs . Cunenmmenai Appeenval Comtugens and
CON Cantingeney shall collecunels be reteried oo the “Commgenics
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O Comyeyance; Titde Policy AL Closing (as such wnn 1s defined below ), Sclier
shall convey 1o Purchaser of W a persin or entily desiprated by Purchaser (7] rehaseds
Nominee”) pood and marketable fee simple uile 10 the Real Estate by stunped and recontable
speeial warranty deed subjecr only o (a) genecal eal estate tnes ot due and poyable as of the
ke of Closing (i defined below): (b) wels of| by or through Purchaser; (¢) casements, rights
ol-vway - covenants, comditions, resitctions wnd other matters recordod gatinst the Propery hat
wre aceepted by Parchiser or deconed aceepled by Parchiser grursuanl (o the teons amd comndiions
of Section & below! €y matters disclosed by ihe Rurvey. (e cureent o prospective municipal
repntations and zoming ardinaecs, and (B the Plat o Sehdivision {as delmed below),  (the
Pevmiwed Titke bxcepiions™s As a condition w Purchaser's obligation to proceed with Clasing
Fast American Brle Dusunnes Company 1the * Litle Company™} shall issuc (o be inevavably
commamtied o ssuing ) an AL TA extended Owner's Tile Paliey tthe ™ Tule Palicy ™y 1o Purchascy
i the amowt ol the Purchase Price, insuring that title 1 the Real T state is vested in Purchaser or
Purchaser's Nominee, subyect only 1o the Peennued 1itke Lsceptions (dehned below). Purchaser
may request that the Ditte Company prov ide endorsements 16 the Ownes™s Title Puolicy, provided
than 1y such endorsements {olher than evtended coveragey shall e i no cost to, and shalt
mpaose no wlditional lability on, Seller, {hy Purchaser's abligations under this Agreement shall
nob be combinoned upen Purclaser™s ahibity o obain such endorsemients, aml (¢} the Cloing
st ot be delayed as o result of Purehaser's request AL Closing, Seller shall conney the
Personad Propeny 10 Purchaser or Mardhases™s Mominee by o quitcdiine bilt ol sde o o general
ASSIERRICNL, a5 appropriste

Scllee shadt pag the cost lar ahe stamdaed Title Policy, wmd extenidal vivenge aml
Fanchuser shalt pay dor alh othier eodorsemeis reguested by Purchuser i Purchaser™s lender o
e Fidy Palicy

7. Survey Poschaser shal procare and deliver an AL TAASNCM Pl of Sunvey (i
"Survey ) which Survey shall mclnde Seller s i certitiod party cwithin 145 day s of the L ifecus e
Phale 10 Closing occurs, Seller studl provide Parcses with o ceedil cqual 1o the cost ot the
Stsey sich credit 1o be apphicd againt e Parchase Price a (€ tosing

b Pele Commmtment  Promptly after Sellers evecation of this \precnicnt
Purchaser shafl obtun o Commitment for Title lnsaranee ithe “Conmteat™) tor e Read Estiny
wgetler sath a copy ol sl documznts o revord and Gl exceplions ta Gitle shown, hsted or
descrthal s the Commitment. issued by the Take ¢ onmpany anhe amount ol the Purchase Pice
covenmg the Read Faute, soch Commitment doudd show bitle to e Real Estate in Sclber
sk all exceptions e such oty tand promptls upon its tecenpt Purchaser shafl proside o copy ot
the sanwe e Sellere Purchaser shall advise Seltes in writmg and iy scasenable detanl ot bie
than ity 40 day s olloswing receipt of the Commitment and Sun ey, butin all evous poo o
the expuration ol the Tnspection Permad. as 10 amy muatters. conditions, exeeplons un feguareinent
appeanng ea e Consmitimenl o Surves that Jo nel constisute Permitted Tithe § sl arnd
that are pot aceeptabic W Purchaser (the = Lite Objections™ Seller shilk have wn thinday s trem
nedice rom Purchaser fhae e event Tater than the Date of (€ lostag) o cleet 1o fune such
vrceplins cared by the Dale of Closing, either g by ihe remaoval ol sush excepiones, or (11h by
the procucemcnt of Wile insammce endopsements e be rasuad with the Title Polivy providing
woserdpe aganist loss or dumage as a rosuli o s Oweptivns, andy lailure by Seller o respond
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wilun such wn (103 day perod shall be deemed an election by Seller 0 not cure such Tale
Objcctions. H Seller elecis to ot cure mny Title Objections prier 10 the Date of Closing
Furchaser shall have unul five (5) Business Duys afler such mstification or deemed notification
deterniine whether 10 () waive such Title Objections which thereafler shall be deemed o
constitule Permitted Title Dixveptions {ndd/or a waived condition to Clasing), or (b) waninae
this Apreement, in which event this Agreement shall become ol it void escepr for anmy
obligations vontained i s Agreement that expresshy survive termimtion) withoul {urther
achon ot the partics, and atl Furest Money shall be returmed 10 Parehaser . Purchiaser's [aidure o
give Seller notice within such five (31 Business Day period shall be deemed to ke an election hy
Pureluaser ardder elose (a)

4, Representations and Warramntics.

(a} Parchaser represents amd warmnnts 1o and sovenams with Seller (at on the
e hevenl and on the Diste of Closing:

(i Purchiaser i an Hhnors corporation. duly toemed and valiliv
extstimg under the Faws af the Stne of 1lneis.

Gh Purchaser has obtained the approval of its Beard of Piccotors (o
proceed with this Apicement and the signing this Apreement has boen
authonzed 1o sign this Agreemctin.

il Sellor et amd swaants b and cosciants with Puschaser Qi on die
b hereat and on e Date ol Closing:

01 Sedler inoan Hinves Gt Habily company daly temed
sabudly exstng vider the Laws of the Sate of Winiis,

(i) Tos Apreement has been duly suthonsacd, evecuted and deliv esed
by Nelles il is tanding upon Seller maccordance with s teems: and afl TSIy
actien lis been Gken by Seller o enable 1t legally oo fuifill the obligi e
incurred By 1t under the provisiens ot this Azeccment

tod Seller bas posnd amlamarketablye foe sunple e 1 the Real 1 st

G ToSeflers ko ledge. there 1s nocarrent or pending or, fhircateocd
Itigation, porvcmmentat ansostration we Ik prancahing  before ans coun
trihenal, or otber govemmenal agoncy rospocting the Real Fstate o the
emenship or we of the Real 1stae by Seller, men is ey any basis ki 4
Scller o ey =ich achion

() Too Seller's hnewledpe, there are oo pending o, threencd
vinnleristion. caent dosam o sirdan proceed e altecting the Real | state
W ponen ghereab o iy adminestione hostings or gosermmental
tesuiteticats or other nuitors which might have o nierially adverse wmpact vn

Attachment 2, Exhibit 1
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the ewnerslip, vperstion o value of the Beal Ustale, or any pavtton thersol, nor
o Sellers hnowledpe, are any such proceedimgs,  opeiitions, assessinents
hearings, requirements or other manters contemplated by any porson or enbty
whatsngyv ey

i) To Seller®s kiescdedge. the Rest Bstate is sitwated in the Vitage of
Hotlman Lstates. Lake Counts . Mlinois and is zoned S Uhubtrban Business)

(i) There are na other partics in passession of the Real | state and po
leivwes altecting the Real Faate Sella ARICCS M 1 etes gnta any new feases,
willionl the writlen coment of Parchaser

v AN s Tor work done or matenals Fimshed loe my work at (e
Real tistate v been paid in full or will by praich in fuld on o prioe 0 the Date of
Closing,

(x) o Seller's knosledee. oa pomion of the Real Bame has hoen
desinatal av wethands by (he i) Sates Arney Ceeps of Engineers or by amy
otiver povernmental. quasi pesernmental on other fipm, agenes o authority Juning
puresdicton over the Real Lstate, o Wiy porim theweol, sath wespect o auch
myters

i Fo Seller’s Rnowdedge, o portion of the Real Estate is hwated
wathiy the HHD vear Tond plain o any ol spevial Bod davant men o penerad
Ivrand arca as designated by b Fedeyyd Fancrgency Managoniont Ageny Iy
any other govermment. quasegovermental woother fin agency or suthori
having. junsdictien over the Read 1-stme, o any paron thereot, with respect ta
sach matters

vy b Sellas kaowledge, there are o uirecorded  licris or
cncumbraees againstany pottion of the Read Fstare, which will tol be rormos. o
o sabisBied on oo prior g the Date ot ¢ lasiag

It Seller s mot secvived welten notice froem any  peveramental
atithodity alleging umpaid special 1ives o assesaieitls s saed aganest the Real
Estate o any porion thereol, o pending o ciatienplated proceedungs ta bl
mprovements which could o maght el i the ) v oab o spevial tay e
dssessment mninst ans portion ol the Real Bt

b D Seller's kaowledge, there are no wnicecorded apreetiends wilh
any gosernmental or ol arhonts hasing penisdiction vver e Real I atate. am
any st thercol, wlieh wauld grevent o imoamy was o o eihiiwisg
et the development. e seapaney or valee ol the Real Estate, o am pontien
thereod
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txiv) Seller has mot osed, gonerated. vated, stored, deposited or
dispased of hazardous substances in viokstion of apphcuble Liw on the Real e
or ity portion thereod (above of below groumd)

Owv) bo Seller’s knowledpe, Seller does not now owe and will not owe
Y INCOme taxes o any penalties or imerest therenn pursuant to amy apphcable
vovernmenal law, statute or eegidation fur which Purchaser is ve witl be obligated
o make o withholding of funds from the Purchase Price parsanant twosuch law,
tatite or repulition, inchinbing, without limitation, the peovtsions ol Sectaon
QO of the Whinois ncosne bav Act and Section 444 ot the Retulers
Urecupation Tax Act(eellectnvely ihe "Bulk Sales Litws")

o the extent that Pacchacer iy deemed 1o hoow prear 6 the evpantion of the Tnspection
Perhoud thaat Seller's representstions umd wirrantics i inacounHes, uatre of incorrect in any W,
such Seller's representitions und warrantios shall be devined smodificed o reflect Purchasen's
deented knowdodpe  Purchase shall be “deemed to hnow” s Lk, cuermsianee o wformatien
ut shall have “deenmed Riowdedpe” of the same 1 the extent (a0 Parchaser has actual knowledge
ol partwnln B or cuvmmstanee or inlommiation that s inconsistent with any Sceliee's
representiions and warrantics, or (b) this Agreement or the closing documents executed b
Seller, the documents and materials waly respect b the Property elivered or made avanlable jo
Parchaser e connection waith the namsachon corteripdated herem, vr omy aeponts pregited or
st by Purchaser in connection with Parchaser s dug diligence discloses a partioubar Gict o
CIRCUMSKAI o comtuing tnformation which is mconsistent sl any b Seller's representations
AW RITI TN

(9] the continued tnady and validity w ail meienal tespevls ol dhe ateresand
tepresettations wd wimvanics shodd b acondiviem precdent o Pichiscrs abligativgs ta
close e wunsactions contemplaied persiam o this Agrecmient Al represenatationss
wananhies and covenants made i this Agecemen. and o any corticaies delpered
puesmant o this Agrecinent, shall be deemel remade as of the Viate of ¢ lomiiy and shall
Be e sl correct inull anatenal respreats on the Date ol Clasing, and stall sunvne the
Ulosang bor vne (3 v

I Bulk Sulcs Sulber shiall wse Ccommierendby reasonable effits 1o obain a 1l
Nles Stop Onder from the WMinois Depariment ot Revenne " Departanent™) aden the provisione
of the Bubtk Sales s and, 31 svoibable. 0 il aelease (the Rebease™ t ol claes fron the
Department with respect twall debis owed by Seller subpect o withibolding by Paicliea
under the Bl Sales T avs effective i all pecwods e o the Dae ot Closing. and deliver
sahc o Purchaser HObe Reblease ts not as alable proors by ahe Plate of Clasiag, the amount 1o by
witlhebd pursazing o the Bulk Sades Stop Order shall be held i an esorow by the Fide Company
untib Pancliser receis es the Kelease whereupan Purchser shabl diredt the Fitle Compuany o par
b Neller the entire mnount sathbebd, peosided, howeser, 1 the deliveny of the Release is sulyect
lo i denid fon pasment b the Deparsment of albor o pation of the anoan withhehl P hawo
Al the Faele Company stall be author zed and dineceed o canse sl sims 1o be paid o
Depanment i aceondin e with the desmoamd amd 10 1y the bakance, iFanv o Setler, 17 Selier e
revenad o wesponse from the Depariiment prive do Closing, sach luihure o respend b (h

(1]
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Preparument shall not delay Clasing so bong as Seller cenifics that no payment will b due under
the Bulk Sales L aws and lully idemnifics Purchaser with respect W fiabihiey upder the Dulk
Sakes Taw by providing sn evecuted cenification and bulk sales indenmity i the fomm o ke
nwlwdly agreed upon by the parties

1 Comditions te Closmy,

{al Purchaser shall not be obligated 10 procesd with the Closing unless aml
wti) cach of the Toflewing conditions fias cither been fultilled or waned writing by
PPurchaser:

(1 There shall Tuve been oo uncored matenal breach of A
FEPTCSCNIAION. Waraty of coveniant piven by Seler herein

G This Agrcement shall ot have  been provionshy  serminated
puestant o any other paision horeof:

(i The fitde Company o1 Seller shall by prcgrred W dehiver o
Purchaser all instraments and docoments o be delivercd e Parclaser a1 Clasiy
this Apreenment; amd

(v The Be Company o Seller shall by prepared o deliver w
Puschaser all instruments and docinnents 1 be delivered e Purchiaas al the
Closing porswam v ay pros ision of this Agrccment

thi Seler shall ot be ahligated 1o proceed with the Closing unbess and wil
e bl the Gallowing condinons huas been tullitled or wins ed in wrtling by Schler:

m Phis Apeeement Shall not e beeo proviowsly wiminaied
P sunnl o any other provisions hereot, b

1 The Tt Company or Purchaser shadl be prepared do deleser i
Seller abl instrumients and documents o b delivered 1o Seller st the Closay
PN o any provision of tis Agecinen

1! Clasing, Unless otherwise agreed npon by Puichaser and Scller, the sale il
purchas of the Keal Estate contemplated by ihis Mereenent shall be accomplished by means o)
a seecalled "New York siyle™ clining through the Closirge Tacion deseribed below (il
“Ulosing™ The Clasing shalt ke place on any Buemess P sclectod by Purchiases upon
beast iy (%0 days prior writen aotiee 10 Seller and shall be reter el o as the "Dare of
Closmge ™ The Date ol Closing sl Be no Gster than thins ¢ 3 day s alter the expiration at all
Contmgeniies tas extended) or the waiver by Purchaser ol il Contingencies. Al lesst five (%)
dhays prioe dethe Dute o Closing. ihe partaes shall cstblish an escrow (the "Clasing Esaow' 1 at
e Taske otfice o the Tole Company in secordance with the pencral proviseons of the usat fom
b Deed il Mones seron Agzecment then in ase by ahe dvde Caompany with suel special
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prow isions anserted in the vserow agreement us may be required 1o conform wath this Apreement
The cost ot thie Closing senow shall e splitcqually belween Seller and Purchaser

This: Agreement shatl not by cancelled o merged o any escrow sgreciment
closing i conveyance of dead, and any such ewron agrecmvil closing of vomveyance of deed
hadl b deemed minibary o this Agreement, and the provisions of this Agrcerment shalt alwan s
be controlling as between the partics heeeto,

ii Closing Delivenes.

Lt O the Dare of Closiog, Seller shall deliver o vanse 1o be delivered w
Purchaser for us nominec) ihesugh the | senom Agent or atherwase, cach of the following
mistroments ard docunicits

IR A speaal wamnty deed. o gauchaim bill of sale wnd penweal
asignment (the “Cioperal Assigament™), a mx protation agreemen fthe laa
Prordion Apreentent™ ) an AL EA Suiement and an AMsdavid uf Tule

{1t} A vertibivate of Seller thar all representations amd sarantios male
b Seller in this Agreement are e as of the Date of Closing.

iy Copice of amy required real estute ansfer s decharations
everated By Seller o any odher simibar docomentation veyrired te evidenee the
parsneat of any s o] by the arate vty sl village va ihe lamaaciun
cantemplated bereby

vk An atlidav i sttt Sellees GEs Faspaser wdentilicinog nand
ad b Sebler bs o "Umted States person” o defined by Jnternal Koo ¢l
Secton B0 Eand Secton 7700y

i) Such other dhnamicnis and ustiuents as iy he reasonably
reired by fie ide Compamy e oader carny oul the teoms wnd intent ol tas
fgrecment

b Neller shall deliver possession o the Real Fatate to Pinchases
Closing

M procedures o be aken in conney ion with the consummation of al transactions conteinplated
i the Daie oF Clysing, and ! dociments wcideat thereto, shatl be i fomy nd sibsringe
miualls satisticton o Porchiser amd Sebler and their respecitve eounsel and agreed upen m
advanes vd the Date of Closiy:

thi Ohethe Daee of Clasing, Purchaser shalk deliver or canse G be deliverad o
Seller through the Usceon Apent on atherwise, cach of the Lol
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m the babance ol the Puichase Price i cash, by certificd cheok or by
wiHe tansier ol federal Junds 10 the Lscrom Agent toe the benefit of Seller,
subject w the prorations and credits deseribed in this Agreemen

() A conmterpant 10 the Generat Assignment

(i A comterpan wahe Fas Proition Agreciicat
m ¥

tive  The fully-exeeuted approved st of Subdis esion fur recording
e Titke Company

(AY] Such other documents and mstamenss as may be reasonahiy
requrned by the Tile Company in onder to v out the terms and intent of 1his

A EreCiient,
14, Praratvons; Frsostes iy Geoerad tises snd sther sanilie ftents shall be adjusted

iy ol the Bate ol Closing. Tunes shalt by provaed on the bases of one bundred ten fereent
LI o the apost revent ascertamable (il year tases. Scller shall Py the amount of iy stamp
ot ransier tay imposed by Ste and Counts snd Pachaser an Seller shall pay Gdepemding ou who
ts dvsignated inthe ordinanced sy city, sillage or nunn ipal b or ardinance onothe teansiir ol
tle te or ewnership of real estate, and Scllee shall furnsh coinpleted reat estite Dansfer
declusstions signed by Seller a1 Seller's agent e the form required and shall meel all othe
reguirzanents i eslablishied by ane foca) ordinuaice with o APCCT b g Anns ter e on tay

15 Notiges. Al nonees amd all other e beran perusted o ivyuired o b
proveded ar furnished by cither party 1o the other party <badl be i writing amd shall be cither ¢y
deliverad o person, ur (b sent by pavaie cames gustaniceing nexi-tay teliveny, deliven
changes prepand, oraea defivered by conl anid, sy Case, addiessed o the tpective parhies at
the oHow e addisses, o w1 =uh ather addiess or addresses dosignawed s waiting by the
WPrOPle pary

TEbe Sedber v

WK West Bry o Mt Avenoe
. Sumte 2on)

Rosemant, o (diH R

A Ake ausone

Finnl  sntiasone o conor com
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with & copy to:

Sidliey Austin 1P

One¢ South Dearbom
Chicago, [hinois 60603
Aun: Anbur Gupta, Esq.
kmail; ap b g adley vom

If 1o Purchaser to:

Advocate Health and Hospitals Corporation

1075 Highland Parkway, Suilc 64

Downers Grove, 11, 60515

Altn: . Jumes Slinkman, Senior Vice President, Associate General
Counsel

Email: s shnkmn v oash org

wath a copy 1o

Advocate Auror Healih

3075 Highland Pathway, Suite 600
Downers Girove, IE 60515

Atn: Chiel Legal Officer

Any notice permulted o required to be given shall be deemed w hisve been given, wil any
tem pennitied o required to e delivered of Turnished shall be deemned to have been lurnisted
when personally delivered or furnished, or when reecised if sent by private courier with delivery
charges prepaid, of upon transmittal i€ sent by email, a cops of such email notices shall also be
sent via Regular First-Cluss Mail within one (1) husiness day of the fransinission.

16 Brokers. Purchaser and Seller each represent to the Seller that it has not dealt
with any broker or finder jn connection with the sale and purchase of the Real Estate other than
CBRI Ine {the "Reoker(s)™)  Purchaser and Seller shall cach indemmfy the other, and defond
und hold harmiess the other trom snd against ony and all losses, danzages, costs and claims
sutfered or incurred by the other as result ar by reason of aniy <laim by any person or entity,
engaped or claiming by or tireugh Purchaser or Seller, as the case may be, for any real ostae
brokerage conmmission, finder's fee of other similar pavment other than the Brokers listed ubuvy
Seller shall pay uny commission due the Brokers on or hefore the Date of Closing,

17 Condemmgtion. 11 on o prioe w0 the Date of Closing, any nction, suil or
proceeding shall be instituted or conrempluted for the purpuse of (at condemning the Real tstate,
or any parl thereof, in which the value of the Property is deereascd by an amount equal t or
gredter than ten percent (10%) of the Purchuse Price, ar () materially limiting the access o the
Real listate, or any  part thereof. Puschaser may . a its aplion, by natice in witing served upan
Scller prior 10 e Bate of Closing, elect w tenninate his Apgreement, and thercupon this
Agreement shatl be canceled and be declared null and void and of ne force or effect. and
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Purchiaser shidl be eimnbed 1o the setara of the Lucnest Muoney 7 this Agreement is ot
terminated pursvant o this paragraph., Purchaser shidl be entitled to receive all proceeds paid By
teason ol any candemnation s 10 the amonnt cqual to the Purchase 1y e, and the parties shali
hercafier continue (o perform this Agrecment parseant o e terms beseaf, 15 the amount af any
comdeipntion prucceds is nat settled by the Date of Closing, and if this Agreement is non
terminated pursuant 1o this paragreaph., at the ate of € osing, Setler shall exeonte all assignments
o claim i othes similar instimedts in onder thit Parchaser receive all of Sellee's nght, tdle
and interest in and ta such condemnation proceeds in an ameunt oot ta esceed the Purchase
Prive

Petween the dute ol this Agrecmicnt ind the Date

-

18 Setler’s Pre-Closing Cove
of Closing.

[HE Seller wall continue 1 manage and  mudantam the Real Fstate and all
nprovements thereon i the sume cotdition and wepic as on the diute of this Agreemen
in necordance wath st practices and st not make any maneriat altcrstons or changes
therew;

thi Sclice will non sell, gansier, convey o cnvumiber or caue fo I sold
transterred, conveyed o encnmibered, the Reat Estate, o1 any part thereob of interest
thervin, or alter o amend the zomng classification of the Real | state. o otherwase
pertonm or penmi and et on deesd which shall disinish, emeumilser or afieo Seller's riphts
inand wthie Real Pstate or prosent it inmm pertatmung {ully it obligaions hereander:

i) Seller will not enter into ans lease, agrecment of othes anstowment with
tespeet o the Real Estilze or any pomtion thereof o its wse or devalopaicnt wineh wouhd
hind the Parcluaser v the Read Bstate from wnd afies the e of € kg and

th Sethor sill promptly deliver 1o Purcliases 3 Loy ol nobice on wildien
conmmniGen with espect to the Real bt o amy perrtion thercod wlhich i eegives
Gty geveromental, jideoal, guas pearnmental of goast icial authodity or wath
respeid boand sl o theeatened ligabon

14 Miscellanweous
13} Frme s of the cssenee of thas Agreement
bt This Agreament shall be bandang apon aml shall inure t the benefit of 1he

pantics herety and Qienr respectinve heirs, personial represenlain s, successors il assigns
Fhis Aprcement gy oot be assigned by Puctuser waithout the consent of Scller
Nutuithstanding the toregomg, Purchaser shall lave the night 1o assign this Apreement
aam eniy swholly-owned or commonty  contrathal by Parchaser, provided, iy
Puidiser prosides witien natice thereo! 10 Seller Al deustten ) Husiness Days prior 1
he Date ol Chsing Ay sk SUNHCTH may provade thid Purchaser’s Naminee o
imgiee assuies al ol the provisions of tes Agrcement o he petformed by Purclusw
imd in ach event Purchaser shall not by released arud dischisrped ot i abilite under this

Advocate Hoffman Estates MOB Attachment 2, Exhibit 1
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Agrecment. Al seferences 10 Purchaser 1 this Ajreenent shidl e deeneal 10 inchude
references 1o Purchaser's Nomince

() Hhis Agreaoment inay be execuied in twao or mare counderparts, cach of
which shall be deemed an original. 14 all of which together shall canstitete one nnd the
SRR rnstemsnl,

W Ay wsed herein, the termus 1) "peeson” shall mean an individual, o
carporation, a partnership, i trust, an uniticorparited arpantzation or MY agency or
peditical subsdivisions theecol (o) “uncluding™ shall mean mcluding, witheut limiting the
generality of the Torcgoing; 1) “Seller's hirewdedge™ as used i this Agreenent shali
mean e curvemt, netwal b tedge of Boan Quigley and or Mike §ausone, without any
duty of unestigition or wgury; (1) “Business Lrax” shall mean any catendar day other
than Sitordas, Sunday, wny United States or State of llinois haliday and any day on
which bank< an Chicigto, Htinots are asthorized o dose, 1v) Purchaser's binwdedge shafl
be Bunited to James Slinhonen und o Peter Messing. withon any duly ol investigation o
gty il (vi) “Purchaser’s Representatise™ shatl mean My ider Balhan, (847) 7N
0370 my idee bulbavdnah.org; o it the cvent sueh individial 1s e longer cimployed Ty
Purddiaser, such suecessor appoinied by Punduser wlhom shall be Kaowdedpeable of the
fatus of the applicaton ko the Centificale o Newed rovided that Purchaser prnides
Scller written nuliee of such appomntment,

ted Ihis Apreement sers funl dic entine tnderslding between the putelics,
und el pandes bereby wepresen tha gs of the daie of 1his VECHIent there e uno orat
COVCRINIS, promises, agreenints, cokbiion or undestunchings beimeen tham excepn as
stated i this Agicewent This Apecioent ay s be diered. amended, vhanged o
modibied, eveept by a subscquent comtvipeengivous aprecinent tedued dosediing and
signed by all o the patics herete

i) Fhis Agrecmeot shall be povermed and consiraed and endireed in
accordance with the mternal Las s (without pramg clfeat b choree of Law principles) ot
thee Stae al Hlinogs

() Nescorenant. teni o candtion of this Aprecinent shall be deemed o bis o
been wanved by vithee party, unless such wanver s i wroting sipacd by the pamy changad
satlosuch wanser Boany wnm covenant oe condition of this Aprccment ar she apphiceion
therend woany person of Cacumstance shall, o any extent. be mvalid or wnenfonceably
the remuannder of this Agcement on the apphication ut such tern, Conenant or ceslition
persens of Lmoamstances ather than those as to which it s held aivalid or unentoreesble
“hadl ot b ableoad thereby i cach e, covenant of condition ot thit Agreeiwent
sliall by valid aml be cntosced o tlie fullest exten permiiied by Liw

1hy Seller shall use commerautly remsonable cflons, but at oo et 1o Sebler. o
vonperate walh Purchaser and Purchaser's apents ciipledyees aid represeitatines (i
having dhe Real Favne resmel, (i) ehiaining the approsal of a plator plats tor the Real
Fstate from the Village of Hottman Fstates and on obiaiming all other govemmemab

Advocate Hoffman Estates MOB Attachment 2, Exhibit 1
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Docusgn Enve ooe 10 CC 188CCF AT AL BGRBEOECTCIE1CR22ES

pernts, approvals and uctions s determined by Puschiaser n Purchaser’s sobe diseretion
Sefler shall. Tollowing the request ol Purehiser, and at iy lime prior (o the Date ol
Clowing o1 the 1emmination of this Agroement, proinptly toowimg Sellec's review and
approval execute ol agreements, applications and wther documents, certilicoes
mstiurnents deemed tecessary or appropriate for such purpases by Purchaser provided ne
Concinmental Appaoval or commensially reasonable agreenweats will become effective o
b ol subdiviston recorded wnsil the Date al Clasing,

(i) Seller agrees nol o divadge the oms of thrs Apreerent or the sdemay o
Forchaser o any person other than Sellers attemey and those conplovees of Seller and
suchothes thinl partics as js reasonably necessary o camy o ke weoms and e of thes
Arreement, ard Seller shall wae commercinly reasonabie effors b cimse Seller's altomey
and uch cmplus ces o likewise maintin such confidentiaits

tRemainder of puge interttionadly blunk|

Advocate Hoffman Estates MOB Attachment 2, Exhibit 1
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IN WIHINESS WHEREOE, the pantics hereta

amd venr 1t above writen

Advocate Hoffman Estates MOB

PURCHASER:

Advocate Thealth and Heospatals Comporation

Iy S Mar i

Nitrne, Atbert Mansbham
fitle  Senior Vice President, Suppart Services

ISigsunturis continie o nevi page)

Page 58
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have exceuted thas Agreement as of the ilas
4
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ComSgn Evveape ID. CCIEBCOF-STALLECH-BE2E.CTC18 ICAZ2ES

SELLER:

PRAIRIE POINTE CENTER DEVELOPMENI
L1.C, m)._llli:.mix]i}nilad liability compuny

By { A.f/ly M‘_;L

Name: Daniel P, McShane
Title: Authorized Signatory

»

Sipmaturs page (a the Real Euate Purckase Aprevme i

Advocate Hoffman Estates MOB Attachment 2, Exhibit 1
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Docuton Evveooe 1D COIEBCDF-37AMSESBBE2ECTC15 102288

EXNHURIL A

Fepal Descrplion

FOT SO AND A PORTION OF LO) SCIDIN T FINAL M VI OF RESUBIHVISION
OFTOT SC3 N SEARS BUSINESS PARK AMENDED PL AT OF 81 IBPIVISION PHASE 2,
BEING A RESUBDIVISION OF PART OF SECUIONS 32 AND 33, TOWNSHIP 4T NORITHE
RANGE 9 EAST OF THE THIRD PRINCIPAL MERIDIAN, A( CORIMMNG 1O 1 e
FHEREOF RLOCORDED JULY 17, 2008 AS DOCUMINT ORIOGUINSE, IN COUK COTINTY

(11 ENEHS

bowdiban 4

Advocate Hoffman Estates MOB Attachment 2, Exhibit 1
Page 57



#23-028

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

DocuSgn Envecoe 1D CCIEBLDF-STALLESB-EEDECIC | ICAZ203

R rT—— |

. o et

Uxhibis 13

Attachment 2, Exhibit 1
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Operating Identity/Licensee
[Provide this information for each applicable facility and insert after this page.]

Exact Legal Name: Advocate Health and Hospital Corparation d/b/a Advocate Medical Group

Address: 3075 Highland Parkway, Downers Grove, IL 60615

]
|
O

Non-profit Corporation (M| Partnership
For-prolit Corporation O Governmental
Limited Liability Company [] Sole Proprietorship M Other

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

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

Provided for Attachment #3:

Advocate Health and Hospitals Corporation

IL Certificate of Good Standing

Advocate Aurora Health, Inc.

IL Certificate of Good Standing
DE Certificate of Good Standing

Advocate Health, Inc.

IL Certificate of Good Standing
DE Certificate of Good Standing

Advocate Hoflman Estates MOB
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File Number 1004-695-5

To all to whom these Presents Shall Come, Greeting:

I, Alexi Giannoulias, Secretary of State of the State of Hlinois, do
hereby certify that Iam the keeper of the records of the
Department of Business Services. I certify that

ADVOUATE HEALTH AND HOSPITALS CORPORATION. A DOMLESTIC CORPORATION.
INCORPORATED UNDER THE LAWS OF THIS STATE ON SEPTEMBER 12, 1906, 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, i iicreto set

my hand and cause to be affived the Great Seal of
the State of Mlinois, this  3RD

dayof MARCH A.D. 2023

Authenlaaton # 2306203384 yer fialie unbl QMGY2024 4 g . ﬁ‘ !
Authentcale ab B eww fos gov

SECREIAHTY O STafe

Advocate Hoftman Estates MOB Attachment 3
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Delaware

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELANARE, DO HEREBY CERTIFY "ADVOCATE AURORA HEALTH, INC." IS DULY
INCORPORATED UNDER THE LANS OF THE STATE OF DELANARE AND IS IN GOOD
STANDING AND HAS A LEGAL CORPORATE EXISTENCE SC FAR AS THE RECORDS
OF THIS OFFICE SHON, AS OF THE SIXTH DAY OF MARCH, A.D. 2023.

AND 1 DO HEREBY FURTHER CERTIFY THAT THE AFORESAID CORPORATION
I5 AN EXEMPT CORPORATION.

AND I DO HMEREBY FURTHER CERTIFY THAT THE ANNUAL REPORTS HAVE
BEEN FILED TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID “ADVOCATE AURORA
HEALTH, INC." WAS INCORPORATED ON THE FOURTH DAY OF DECEMBER, A.D.

2017

6645600 8300 Authentication. 202841931

SRt 20230875743 Date 03 06 23
You may veriy this certilicate oniine at corp delaware gov/aythyer shimi
Advocate Hoffman Estates MOB Attachment 3
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File Number 7155-851.7

N

To all to whom these Presents Shall Come, Greeting:

I, Alexi Giannoulias, Secretary of State of the State of inois, do
hereby certify that I am the keeper of the records of the
Department of Business Services. I certify that

ADVOCATE AURORA HEALTHL INC, INCORPORATED IN DELAWARE AND LICENSED
TO CONDUCT AFFAIRS IN THIS STATE ON APRIL 03, 201S. APPEARS TO HAV'E
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE. AND AS OF THIS DATI. IS A FOREIGN

CORPORATION IN GOOD STANDING AND AUTHORIZED TO CONDLUCT Al FAIRS IN THE
STATE OF 1LLINOIS,

InTestimony Whereof, 1 iiereto set

my hand and cause to be affived the Great Seal of
the State of Hlinois, this  3RD

dayof MARCH  A.D. 2023

."' !‘
Authentgaton 8 23062064 verhabhe wibl $3032024 4& . g' ‘

Authenbcale al  hEgs /rvvwi shos gov
SECRETARY U STATE

B Attachment 3
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Delaware

The First State

I, JEFFREY W. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY “ADVOCATE HEALTH, INC." IS DULY
INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN GOOD
STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE RECORDS
OF THIS OFFICE SHOW, AS OF THE NINTH DAY OF NOVEMBER, A.D. 2022.

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID CORPORATION
IS AN EXEMPT CORPORATION.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID “ADVOCATE HEALTH,

INC." HWAS INCORPORATED ON THE NINTH DAY OF MAY, A.D. 2022,

6784998 B300C Authentication: 204813661

SRH 20223974042 Ny et S Date: 11-09-22
You may venty this certidcate online at corp.defaware gav/authver shtml

Attachment 3
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File Number 7376-313-4

To all to whom these Presents Shall Come, Greeting:

I, Alexi Giannoulias, Secretary of State of the State of Winois, do
hereby certify that Iam the keeper of the records of the
Department of Business Services. I cert ify that

ADVOUATE HEALTH, INC. INCORPORATED IN DELAWARE AND LICENSED TO
CONDUCT AFFAIRS IN THIS STATE ON JUNE 28 3022, 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 A FOREIGN CORPORATION IN GOOD
STANDING AND AUTHORIZED TO CONDUCT AF} AIRS IN THE STATE OF ILLINOIS

InTestimony Whereof, ! 1iereto set

nty hand and cause to be affived the Great Seal of
the State of Hlinois, this  3RD

dayof  MARCH  AD. 2023

2
Authentcabon # 2306203 18 venflatie unbl 01/03/2024 . z ./.
Acthentcate at bios Jiwww #2035 gov / %L

SECHETARY UF STATE

Attachment 3
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_Organizational Relationships : o o
Provide (for each applicant) an organizational chart containing the name and relationship of any person or
enlity 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 tinancial

| contribution.

APPEND DOCUMENTATION AS ATTACHMENT 4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. s 3

See Attachment 4, Exhibit 1.

Advocate Hoffman Estates MOB
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Advocate Aurora
Health, Inc.

Advocate Health
Care Network

Advocata Childron's Hospiial Advocate Health and

Advocate Christ Modical Center -
Advocato Good Samaritan Hosphal HOSlealS Corporallon

Advocate Good Shephord Hospital

Advocate Luthesan Genaral Hospital
Advacale Southland Hualth Notwork
(Advocas Trmay Hotntsk Advocan South Suburby = i sl

Advocate Medical Group
E:] * Muk for Prpdt
Asd r Opestrg (ivtorn
10 Owrershig Urkess Ote rate Hoted L
Advacate Hofiman Estates MOB Attachment 4, Exhibit 1
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Advocate Aurora
Health, Inc

Advocate Health and
Hospitals Corporation

‘Note because Advocate Health Inc has certain govemmance, management and operation aversight
of Advocate Aurera Health, Inc through a Joint Operating Agreement structure, it is also included as
a co-apphcant. Advocate Aurora Health. Inc. and Atnum Health, Inc are the Corporate Members of

Advocate Health, Inc

Advocate Aurora

Health Inc Atnum Health, Inc

Advocate Health Inc

E} = NCT S Srops
AWk CHEERD R T RCP b NIt
Fruany 27
Advocate Hoftman Estates MOB Attachment 4, Exhibit 1
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Flood Plain Requirements
[Reter to application instruclions.)

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 focation showing any identified floodplain areas. Floodplain
maps can be printed at www.FEMA.gov or www.illinoisfioodmaps.org. This map must be in a
readable format. In addition, please provide a statement attesting that the project complies with the

requirements of lllinois Executive Order #2006-5 (hitp://www.hfsrb.illinois.qov). 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.

By their signatures on the certifications, the applicants certify that the site for the proposed
project is not in a flood plain, as identified by the most recent FEMA Flood Insurance Rate Map
for this location. As the Project is not in a Special Flood Hazard Area, it complies with Hlinois
Executive Order #2006-5

See Attachment #5, Exhibit 1.
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Historic Resources Preservation Act Requirements
Refer 1o application instructions.] _ - i
’JProvide documentation regarding compliance with the requirements of the Historic Resources 1
Preservation Act. i

APPEND DOCUMENTATION AS ATTACHMENT 6, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. 3

The location of the project is 4847 Hoffman Estates Boulevard, Hoffman Estates, IL 60192,

A letter was sent to the [llinois Department of Natural Resources (IDNR) on April 19, 2023, requesting a
determination ietter for this project. The IDNR, Historic Preservation Division is in the process of replying
to that request.

A copy of the letter is attached as Attachment 6 Exhibit 1.

Advocate Hoffman Estates MOB
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I
I-F:IO LSINELLI

130N Rwvers:de Plaze, Sulte 3000, Chicago IL 60606 « (312) 819 1900

- Anne M, Cooper
April 19, 2023 (312) 8733606
(312)276-4317 Fax
Via Fmait acooper @ polsinelli.com
18 mall
Carey Mayer

Deputy State Historic Preservation Officer
Hlinois State Histone Preservation Office
Atn: Review & Comphance

1 Old State Capitol Plaza

Springfield, Nlinois 62701

Re: Advocate Quipaticnt Center - Hoffman Estates
Dear Ms. Maycr:

This oftice represents Advocate Health, Inc. and Advoeme Health and Hospiuls
Corparation (callectively “Advocate™). Pursuant 10 Section 4 of the linois State Agency Historic
Resources Preservalion Act. Advocate seeks a formal determination trom the [llinois Histone
Preservation Agency as to whether Advocate’s proposed project 1o estahlish a medical office
building in Hoffinan Estates, Hlinois (the “Proposed Project”) affects historic resources.

1. Project Description

Advocate Health and Hospitals Corporation and Advocate Medical Group prapose to
construct an vutpatient medical office huilding a1 4847 Hoffman Dstates Boulevard in Hoffinan
Lstates. Hlinais. The project will include a newly constructed, single-story building. which will
house primary care and specialty care clinician offices for Advocate Medical Group and non-
hospital-based outpatient services including immediate care, physical therapy, lab and imaging
The project’s toral square feotage will be approximstely 35,000 square fect.

2. Topographical er Metropolitan Map

A metropalilan map showing the location of the Proposed Project is antached at Attachment

pols ralh somy

Allanta Bostan Chicago Calias Comet  Houston Haras Cay Los Angeles Mum. Nashyie New Yom
Phognix 51 Lovs San Francisco Sestte  Sacon Veley Washington DC Winungtan
fowrel PL Poswl LLP A Cafiine

E919155G |
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]
rl:lO LSINELLLI

Ms. Cary Mayer
April 19,2023
Pape 2

3 Historic Architectural Resources Geographic Information System

A map from the Historic Architectural Resources Geographic Information System 18
aitached at Attachment 2. The property is not Jisted on the (i) National Register. (i) within a loca)
historic district, or (iii) within a local landmark.

4. Photographs of Site

Photographs of the site where the medical office building will be locuted are attached at
Attachment 3,

5. Address for Building/Structure

The Proposed Project will be located at 4847 Hoffman Fstates Boulevard. Hoffman
Estates, llincis 60192,

Thank you for your time and consideration of our request fur Historic Presenation
Determination. If you have any questions or need any additional infermation, please feel free to
contact me at 312-873-3606 or acooper@ polsinelli.com

Sincerely,

Anne M. Cooper

Attachments

LR |

Advocate Hofiman Estates MOB Attachment 6, Exhibit 1
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Attachment — 1

R Y|

Advocate Hoffman Estates MOB Attachment 6, Exhibit 1
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?

D021 CALPER €200 HERE

Advocate Hoffman Estates MOB
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G
O
o o o o -]

ELr

CICIE CALIPER CHN HERE
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Attachment — 2

XTI |

Advocate Hoffman Estates MOB Attachment 6, Exhibit 1
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Project Costs and Sources of Funds
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APPLICATION FOR PERMIT- 06/2021 - Edition

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
tair 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 $140,657 $299,443 $440,100
Site Survey and Soil Investigation $19,523 $61,822 $81,345
Site Preparation $684,219 $2,166,694 $2,850,913
Off Site Work
New Construction Contracts $8,057,997 $16,647,563 $24,705,560
Modernization Contracts
Conlingencies $432,611 $920,984 $1,353,595
Architectural/Enginesring Fees $568,970 $1,211,280 $1,780,250
Consulting and Other Fees $365,145 $777,358 $1,142,503
m:%:?;;?s;)r Other Equipment (not in construction $ 2,754,686 $1.386,837 $4,141,523
Bond Issuance Expense {project related) $116,330 $247.655 $363,985
:?;ttwé?resl Expense During Construction {project $389,544 $ 829,300 $ 1,218,844
Fair Market Value of Leased Space or Equipment
Other Costs to Be Capitalized $1,958,176 $4,168,759 $6,126,935
Acquisition of Building or Other Property (excluding
{and)
TOTAL USES OF FUNDS $15,487,858 $28,717,695 $44,205,553

SOURCE OF FUNDS CLINICAL NONCLINICAL TOTAL
Cash and Securities $4,985,111 $9,737,617 $14,722,728
Pledges
Gifts and Bequests
Bond Issues (project ralated) $ 10,442,747 $19,040,078 $29,482,825
Mortgages
Leases (fair market value)
Governmental Appropriations
Grants
Other Funds and Sources
TOTAL SOURCES OF FUNDS $15,487,858 $28,717,695 $44,205,553

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

THE LAST PAGE OF THE APPLICATION FORM.

Advocate Hoffman Eslates MOB
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Itemization of Project Costs

#23-028

APPLICATION FOR PERMIT- 06/2021 - Edition

ltems Cost
Preplanning Costs $440,100
Concept and Programming $ 210,100
Pre-Construction Services $ 230,000
Site Survey and Soil Investigation $81,345
Site Preparation $2,850,913
New Construction Contracts $24,705, 560
Contingencies $1,353,695
Architectural/Engineering Fees $1,780,250
Consulting and Other Fees $1,142,503
CON and Regulatory fees $ 100,000
Commissioning $ 66,700
Permits/Testing $ 797,803
Shielding Consultant and Photo documentation $ 28,000
Civil Engineering $ 150,000
Movable and Other Equipment: (not in construction contracts) $4,141,523
Major Medical $1,936,498
Minor Medical $1,045,385
1S / Telecommunications $1,159,640
Bond Issuance Expense $363,985
Net Interest Expense During Construction $1,218,844
Other Costs to be Capitalized $6,126,935
Furnishings and Antwork $940,620
Signage $210,000
Owner Project Contingency $800,000
Security System and Real Time location system $4,176,315
TOTAL $44,205,553

Advocate Hoffman Estates MOB
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Hoffman Estates OP Clinic Equipment
Quantity
Alcove 1
Refrigerator 1
Alcove- Wheelchair Scale/ Storage 10
Cart, Equipment 2
Dispenser 2
Scale, Clinical 4
Stadiometer 2
Alcove- Wheelchair Scale/Storage 26
Cart, Equipment 4
Dispenser 6
Scale, Clinical 10
Stadiometer 6
Blood Draw - Open Bay 12
Cart, Procedure 1
Chair, Clinical 1
Dispenser 4
Dispenser, Glove 1
Disposal, Sharps 1
Rack 1
Stool 1
Waste Can 2
Blood Draw - Private Bay 28
Cart, Procedure 2
Chair, Clinical 4
Dispenser 8
Dispenser, Glove 2
Disposal, Sharps 2
Phlebotomy Station 2
Rack 2
Stool 2
Waste Can 4
Central Supply 13
| Cabinet, Storage, Clinical 1
Cart, Cylinder 1
| Cart, Supply 7
Cart, Utility 1
Dispenser 1
| Stool 1
| Waste Can 1
Advocate Hoffman Estates MOB Attachment 7
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[
v

Clean/Soiled Processing
Cart, Supply
Dispenser
Dispenser, Glove
Disposal, Sharps
fncubator, Lab

Sterilizer

Waste Can
Conference Room

Dispenser

Waste Can
Device Room

Cart, Procedure

Dispenser

Disposal, Sharps

Moaonitor, Physiologic

Stool

Waste Can
Doctorless

Dispenser

Moaonitor, Physiologic

NI e = s e e N (W w i ek o e e

[

Scale, Ciinical
Stool

LS SR N N N

Waste Can
Echo Stress
Cart, Cylinder
Cart, Procedure
Defibrillator
Dispenser
Disposal, Sharps
Monitor, Physiologic
Stool
Stress Test System
Table, Imaging
Ultrasound, Imaging
Warmer
Waste Can
(EVS
Cart, Supply
Dispenser
Dispenser, Glove

=
wun

Ll L R - T o R R S R U PR PR I PO IR I
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_ Rack . ‘ 1
Waste Can 1
| Exam Room - Ortho 60
Dispenser 24
Disposal, Sharps 6
Scale, Clinical 6
Stool 12
Table, Exam/Treatment 6
Waste Can 6
Exam Room- Gen Surgery 24
Dispenser 10
Dispenser, Glove 2
Disposal, Sharps 2
Oto/Ophthalmoscope Set 2
Scale, Clinical 2
Stool 2
Table, Exam/Treatment 2
Waste Can 2
Exam Room- GI/Endo 36
Dispenser 15
Dispenser, Glove 3
Disposal, Sharps 3
Oto/Ophthalmoscope Set 3
Scale, Clinical 3
Stool 3
Table, Exam/Treatment 3
Waste Can 3
Exam Room- OB 36
Dispenser 15
Dispenser, Glove 3
Disposal, Sharps 3
Oto/Ophthalmoscope Set 3
Scale, Clinical 3
Stool 3
Table, Exam/Treatment 3
Waste Can 3
Exam Room-Cardiology 60
_ Dispenser 25
| Dispenser, Glove 5
Disposal, Sharps 5
i Oto/O_phthalmoscope Set 5
Advocate Hoffman Estates MOB Attachment 7
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Scale, Clinical 5
_ Stool 5
Table, Exam/Treatment 5
Waste Can 5
Exam Room-ICC 48
Dispenser 20
Dispenser, Glove 4
Disposal, Sharps 4
Oto/Ophthalmoscope Set 4
Scale, Clinical 4
Stool 4
Table, Exam/Treatment 4
Waste Can 4
Exam Rooms 120
Dispenser 50
Dispenser, Glove 10
Disposal, Sharps 10
Oto/Ophthalmoscope Set 10
Scale, Clinical 10
Stool 10
Table, Exam/Treatment 10
Waste Can 10
Exam Rooms-Peds Subspecialty 96
Dispenser 40
Dispenser, Glove 8
Disposal, Sharps 8
Oto/Ophthalmoscope Set 8
Scale, Clinical 8
Stool 8
Table, Exam/Treatment 8
Waste Can 8
Family Toilet 10
Dispenser 8
Waste Can 2
General Radiology w/ Control Room - Ortho accessories 22
Apron 5
Dispenser 5
Dispenser, Glove 1
Hamper 1
Immobilizer 1
Positioning Device T]

Advocate Hoffman Estates MOB
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Rack
Shield
| Stool
Waste Can
X-Ray Unit
Lab Processing 1
Centrifuge
Dispenser
Dispenser, Glove
Disposal, Sharps
Refrigerator
Waste Can
Mammography 10
Apron
Dispenser
Dispenser, Glove
Hamper
Rack
Waste Can
X-Ray Unit, Mammography
Meds Room
Dispenser
Dispenser, Glove
Disposal, Sharps
Freezer
Mat, Floor
Refrigerator
Waste Can
NST
Cart, Equipment
Dispenser
Disposal, Sharps
Hamper
Monitor, 0.B,
Meonitor, Physiologic
Oto/Ophthalmoscope Set
Scale, Clinical
Warmer
Waste Can
Office
Dispenser
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Waste Can

#23-028

APPLICATION FOR PERMIT- 06/2021 - Edition

o7

Dispenser

Dynamometer

Fluidotherapy Unit

Stool

Table, Therapy

Therapy Unit

Waste Can

Pk e e (w e

Patient Toilet

F-3
o

Dispenser

58]
L%

Waste Can

Patient Toilet-U/S

Dispenser

Waste Can

Phone room

Dispenser

Waste Can

N = (e oo

POC

68

Analyzer, Lab

28

Dispenser

16

Dispenser, Glove

Disposal, Sharps

Freezer

Refrigarator

Waste Can

=B - - N

Procedure Room

20

Cart, Procedure

Dispenser

Dispenser, Glove

Disposal, Sharps

Electrosurgical Unit

Hamper

Light, Exam/Procedure

Monitor, Physiologic

Oto/Ophthalmoscope Set

Scale, Clinical

Stand, IV

Stand, Mayo

Stoo!

Table, Exam/Treatment

HHHHHHH)—-\HHMHU‘!H
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Waste Can
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]

Procedure Room - ICC

[y
L)

Cart, Procedure

Dispenser

Dispenser, Glove

Disposal, Sharps

Electrosurgical Unit

Light, Exam/Procedure

Monitor, Physiologic

Oto/Ophthalmoscope Set

Scale, Clinical

Stand, IV

Stand, Mayo

Stool

Stretcher

Waste Can

P f s | (e | e (s [ [ | [0 |

Procedure/Exam Room - OB US/Peds

N
%, ]

Cart, Procedure

Colposcope

Dispenser

Dispenser, Glove

Disposal, Sharps

Etectrosurgical Unit

Hamper

Light, Exam/Procedure

Monitor, Physiologic

Oto/Ophthalmoscope Set

Scale, Clinical

Stand, IV

Stand, Mayo

Stool

Table, Exam/Treatment

Ultrasound, Imaging

Warmer

Washer/Disinfector

Waste Can

PT Gym

2

Bars, Parallel

Board

Dispenser

Dispenser, Glove

Ilhl"—‘HHNNHHHHHHHHHHHHNHHWHH
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Ergometer

Exerciser

| Hamper

Ladder

Monitor, Physiologic

Positioning Device

Rack

Stairs

Treadmill

Ultrasound, Therapeutic

Walker

Waste Can

PT Storage

Bath

Cart, Equipment

Pan

Therapy Unit

PT Treatment Room

omwwwmpwuuuu»—-wu—u.—-u“—-—»

N

Dispenser

Dispenser, Glove

Stool

Table, Exam/Treatment

Waste Can

RS- P - F 9

PT Treatment Room- Bariatric

it
N

Biofeedback Unit

Dispenser

Dispenser, Glove

Stool

Table, Exam/Treatment

Waste Can

NN NN

Public Tollet

10

Dispenser

Waste Can

L.

Radiography Gown

12

Dispenser

Hamper

Waste Can

Radiography Tech

Waste Can

Reception Area fCheck-in

F N N N
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| Waste Can 4
| Respite Room 3
Dispenser . 1
| Refrigerator 1
| WasteCan 1
Soiled Holding 14
Cart / Truck 4
Dispenser 4
Dispenser, Glove 2
Shelving 2
Waste Can 2
Staff Lounge 10
Coffee Maker 1
Dispenser 3
Dispenser, Water 1
| Oven 2
Refrigerator 1
| Waste Can 2
Staff Toilet 20
Dispenser 16
Waste Can 4
Subwaiting 1
| WasteCan 1
Teamwork Area 119
. Bin 4
Box _ 4
Cabinet, Storage, Clinical 4
Cart, Procedure 1
Colposcope 1
| Cutter 1
ﬂibrillagpr 4
| Dispenser, Water 4
Doppler 1
Electrocardiograph (ECG) _ 5
| Muminator 1
Light, Exam/Procedure 4
Monitor, Physiologic 20
Pump, Infusion 4
Sphygmomanometer 4
Stand, IV 1
Waste Can 56
Advocate Hoffman Estates MOB Attachment 7

Page 92



ILLINGIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

#23-028

APPLICATION FOR PERMIT- 06/2021 - Edition

Therapist Work Station 4
Dispenser, Water 2
Waste Can 2

Toilet - Patient 5
Dispenser 4
Waste Can 1

Touchdown 18
Dispenser 6
Waste Can 12

Ultrasound 12
Cabinet, Storage, Clinical 1
Dispenser 4
Dispenser, Glove 1
Hamper 1
Stool 1
Table, Imaging 1
Ultrasound, Imaging 1
Warmer 1
Washer/Disinfector i

Waiting 2
Dispenser 1
Waste Can 1

Wheelchair storage 3
Wheelchair 3

{blank)

(blank)
Grand Total 1230
Attachment 7
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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:
[J None or not applicable [] Preliminary
B Schematics [ Final Working

Anticipated project completion date (refer to Part 1130.140); April 30, 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.

I Financial commitment is contingent upon permit issuance. Provide a copy of the contingent
“centification of financial commitment” document, highlighting any language related to CON
Contingencies

[0 Financial Commitment will occur after permit issuance.

APPEND DOCUMENTATION AS ATTACHMENT 8, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM. : Lo ST . = _J

The following CON/COE applications have received permits from the HFSRB and are in
process of development. These projects are expected to be completed on time and within
budget without any changes in scope.

Advocate Christ Medical Center #14-057

Advocate Condell Medical Center #20-004

Advocate Lutheran General Hospital #21-003

Advocate lilinois Masonic Medical Center #22-009

Advocate South Suburban Hospital #22-028

Advocate Christ Medical Center #E-051-22

Advocate Qutpatient Center - South Elgin #22-050

Advocate Qutpatient Center - Chicago Webster #23-002

Advocate Outpatient Center — Lakemoor #23-010

Advocate Hoffman Estates MOB Attachment 8
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Cost Space Requirements

Provide in the following format, the
Square Feet (BGSF) and cost.
identified. The sum of the departm

space is being reallocated for a different purpose.

department's or area’s portion of the surrounding circul

APPLICATION FOR PERMIT- 06/2021 - Edition

#23-028

Departmental Gross Square Feet (DGSF) or the Building Gross
The type of gross square footage either DGSF or BGSF must be
ent costs MUST equal the total estimated project costs.
include outside wall measurements plus the
ation space. Explain the use of any vacated

Indicate it any

space.
Depariment Gross Proposed Total Department Gross Square
Square Feel Feet

Dept. / Area Cost Existing | Proposed Cl\;igt. Mogﬁmfz Asls Vgg:ézd

CLINICAL Reviewable

General Radiology {1 Room) $1,448,629 o 894 894 0 0 0

Mammography (1 Room) $847,199 0 278 278 0 4] 0

Ultrasound — General {1 Room) $621,266 0 363 363 v ] 0

Ultrasound- Ob/Gyn (1 Room) $520,071 o 203 203 0 0 0

Total Clinical - Reviewable $3,437,165 0 1,738 1,738 0 0 0

CLINICAL Non-Reviewable

gg‘;ﬂ‘ﬁgﬁ‘:}g’r&"“d"m $7,564,064 0 5926 | 5926 0 0 0

NST {1 Room) $226,790 0 164 164 o 0 0

'F%%rﬁgj"“ Procedure Rooms (5 | ¢a85 002 0 713 713 0 0 0

Lab (1 Room, 3 Bays) $1,050,918 0 B59 859 0 0 0

Eg‘é‘:‘;‘g' Therapy (1 Gym. 6 $2,323,919 0 1981 | 1981 0 0 0

Mo pcale $12,050,693 | 0 9643 | 9643 0 0 0

NON-CLINICAL

Non-Reviewable

;:ﬁgﬁ;gcgﬁ::f;ﬁ"' Stalf Support. | ¢og 717,605 0 24229 | 24229 0 0 0

b $28.717,695 0 24229 | 24229 0 0 0
TOTAL $44,205,553 0 35,610 35,610 0 0 0

APPEND DOCUMENTATION AS ATT

ACHMENT 9, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

APPLICATION FORM.

There is no vacated space in the project.

Advocate Holiman Estates MOB
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SECTION lll. 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

1.

READ THE REVIEW CRITERION and provide the following required information:

BACKGROUND OF APPLICANT

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

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

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 cerified listing of any adverse action taken against any facility owned and/or aperated 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 tned for, or pled guilty to the commission of
any felony or misdemeanor or violation of the law, except for minor parking viclations; 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 cerlified and detailed listing of each applicant or person charged with fraudulent conduct or any
act involving moral turpitude.

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

e. A cerilied 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.

Authorization permiting 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.

It, during a given calendar year, an applicant submits more than one application for permil, the
documentation provided with the prior applications may be utihzed 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
inforrnation that has been previously provided. The applicant can submil amendments to previously
submitted information, as needed, to update andfor 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,

Advocate Hoffman Estates MOB
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1. For the following questions, please a listing of all health care facilities owned or operated
by the applicant, including licensing, and certification if applicable,

Attachment 11, Exhibit 1, is the listing of all lllinois licensed health care facilities owned by the
applicants.

2. 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,

By the signatures on the Centification pages of this application, the applicants attest there has
been no “adverse action” (as that term is defined in Section 1130.140 of the lllinois Health
Facilities and Services Review Board (HFSRB) rules) against any lllinois health care facifity
owned and/or operated by the applicants, during the three-year period immediately prior to the
filing of this application.

3. Authorization permitting HFSRB and DPH access to any documents necessary.

The applicants hereby authorize the HFSRB and the lllinois Department of Public Health to
access information that may be required in order to verify any documentation or information
submitted in response to the requirements of this subsection, or to obtain any documentation or
information which the HFSRB or Hlinois Department of Public Health find pertinent to this
subsection.

4. W, 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 is able to submit amendments to previously
submitted information, as needed, to update and/or clarify data

All licensure and accreditation information required with this Attachment 11 is attached and the
applicants are not relying on a previously filed application.

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

Advocate Holfman Estates MOB Attachment 11
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llinois Hospitals owned and operated by the applicants,

Facility Location License | DNV Accreditation No.
advocate Christ Medical [ 4440 west 951h St, Oak Lawn, IL 60453 | 815 [aC485588-2012-MSL-
Advocate Condell Medical | 801 South Milwaukee Ave, Libertyville, 5579 PRJC-492361-2013- AST-
Center IL 60048 USA

Advocate Good 3815 Highland Ave, Downers Grove, IL 3384 PRJC-369029-2012-MSL-
Samaritan Hospital 60515 USA

Advocale Good Shepherd | 450 West Highway 22, Barrington, IL 3475 PRJC-369027-2012-MSL-
Hospital 60010 USA

Advocate lllinois Masonic | 836 West Wellington Ave, Chicago, IL 5165 PRJC-529782-2015-AST-
Medical Center 60657 USA

Advocate Lutheran . PRJC-369033-2012-MSL-
General Hospital 1775 Dempster St, Park Ridge, IL 60068 4796 USA

Advocate Sherman . PRJC-496379-2013-MSL-
Hospital 1425 North Randall Rd, Elgin, IL 60123 5884 USA

Advocate South 17800 South Kedzie Ave, Hazel Crest, 4697 PRJC-409982-2012-MSL-
Suburban Hospital iL 60429 USA

Advocate Trinity Hospital | 2320 East 93rd St, Chicago, IL 60617 4176 | FRIC-408213-2012-MSL-

Additionally, AHHC has ownership interest of 50% or more in the following licensed health care facilities

Joint Commission
. Accreditation No/
Facility Location lﬁ:;:ense Accreditation Association
’ for Ambuiatory Health Care,
inc.
Dreyer Ambulatory .
Surgery Center 1220 N. Highland Ave, Aurora, IL 7001779 | AAAHC

Advocate Hoffman Estates
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File Number 1004-695-5

To all to whom these Presents Shall Come, Greeting:

I, Alexi Giannoulias, Secretary of State of the State of Hlinois, do
hereby certify that Lam the keeper of the records of the
Department of Business Services. | cerlify that

ADVOCATE HEALTH AND HOSPITALS CORPORATION. A DOMESTIC CORPORATION,
INCORPORATED UNDER THE LAWS OF THIS STATE ON S PTEMBER 12, 1906, APPEARS
TOHAVE 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, i 1icreto sct

my hand and cause to be affived the Great Seal of
the State of Nlinois, this  IRD
dayof MARCH  AD. 2023

Aultenicaton 8 2306203384 verlabhe untl Q3012024 4 g . £ (
Authenbicate gt hips faww duos gov

NECRETARTY OF S1ale
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Delaware

The First State

I, JEFFREY N. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELANARE, DO HEREBY CERTIFY “ADVOCATE AURORA HEALTH, INC." IS DULY
INCORPORATED UNDER THE LANS OF THE STATE OF DELANARE AND IS IN GOOD
STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE RECORDS
OF THIS OFFICE SHOW. AS OF THE SIXTH DAY OF MARCH, A.D. 2023.

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID CORPORATION
I8 AN EXEMPT CORPORATION.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL REPORTS HAVE
BEEN FILED TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "ADVOCATE AURORA

HEALTH, INC." NAS INCORPORATED ON THE FOURTH DAY OF DECEMBER, A.D.

2017,
iy W Buledt Seirntary o Siow
6645600 B8300C Authealication. 202841931

SR 20230875743 Nt Date. 03 0623
YOu iy verity thes (eclificate onling at Corp. delaware gov/authver shtm
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File Number 7155-851-7

L, Alexi Giannoulias, Secretary of State of the State of Hlinois, do
hereby certify that I am the keeper of the records of the

Departiment of Business Services. I certify that
ADVOCATE AURORA HEALTH. INC . INCORPORATED IN DELAWARE AND LICENSED

TO CONDUCT AFFAIRS IN THIS STATE ON APRIL 03. 2018, APPEARS TO HAVI
COMPLIED WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT
CORPORATION ACT OF THIS STATE. AND AS OF THIS DATE. IS A FOREIGN
CORPORATION IN GOOD STANDING AND AUTHORIZLD TO CONDUCT AFFAIRS IN THE

STATE OF ILLINOIS.

InTestimony Whereof, ! icreto st

my hand and cause to be affived the Great Seal of
the State of Hlinois, this  3RD
dayof MARCH AD. 2023

L e
Authesiaston 8 2306203464 veriable unbl 01032024 4 E L] d ‘

Authrentcate at NOps www iuss gav
SEVHEIAR Y OF S5TATE

.

e 1Ly
.l«_,u‘

ARy

5

v
¢
;
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Delaware

The First State

I, JEFFREY N. BULLOCK, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY "ADVOCATE HEALTH, INC." IS DULY
INCORPORATED UNDER THE LAWS OF THE STATE OF DELANARE AND IS IN GOOD
STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE RECORDS
OF THIS OFFICE SHOW, AS OF THE TWENTY-THIRD DAY OF MARCH, A.D.
2023.

AND I DO HEREBY FURTHER CERTIFY THAT THE AFORESAID CORPORATION
IS AN EXEMPT CORPORATION.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL REPORTS HAVE
BEEN FILED TO DATE.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID "ADVOCATE HEALTH,

INC. " NAS INCORPORATED ON THE NINTH DAY OF MAY. A.D. 2022.

6784998 8300C Authentication: 202988197
SR# 20231117363 Date 03-23.23
You My verity this certifu dte ondine at corp delaware govi/avthver shimi
Advocate Hoffman Estates MOB Attachment 11
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File Number 7376-313-4

To all to whom these Presents Shall Come, Greeting:

I, Alexi Giannoulias, Secretary of State of the State of Hlinois, do
hereby certify that I ant the keeper of the records of the

Departuient of Business Services, 1 certify that

ADVOCATE HEALTH. INC . INCORPORATED IN DELAM ARE AND LICENSED TO
CONDUCT AFFAIRS IN THIS STATE ON JUNE 28. 2022 APPEARS TO HAVE COMPLIFD
WITH ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT CORPORATION ACT
OF THIS STATE. AND AS OF THIS DATE. [S A FOREIGN ¢ ORPORATION IN GOOD
STANDING AND AUTHORIZED TO CONDUCT AFFAIRS INTHE STATE OF ILLINOIS

In Test!mony %ereof, I hereto set

my hand and canse to be affived the Great Seqal of
the State of Illinois, this  3RD

dayof MARCH AD. 2023

Aulhenloston B 23062034 18 venhabe wibl C30V2024 . ﬂ' {.
Authenticate at MIps Taew duos gov / mi-

SELHETAHY OF STALE
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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
markel area population to be served,

2. Define the planning area or markel area, or other relevant area, per the applicant’s definition.

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

4. Cite the sources of the documentation.

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

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

For projects involving mademization, describe the conditions being upgraded, if any. For facility projects, inciude
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.

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

1. This project will improve access to Advocate physicians and screening services through the
expansion of clinicians and services to a new location. The project will serve patients by
offering primary care and speciaity physicians and outpatient services all in one building,
providing more services to the community. The co-location of services will provide the
ability to expedite the time between evaluation, diagnosis, and therapeutics in one
ambulatory setting location. The multi-disciplinary care decisions and plans developed will
improve management of chronic and acute conditions. This will improve care coordination
and allow patients to see multiple specialists and have a variety of tests performed in a
single day.

This new facility will improve availability for the specialty physicians in the building closer to
residents of this community. This will increase access to needed services as it has been
challenging to access appointments with existing primary care physicians in this location.

The new clinic will be located at 4847 Hoffman Estates Boulevard, Hoffman Estates, which
is important transportation arteries in northern Cook County. This will make the facility
easily accessible for patients driving from any direction.

Advocate Hoffman Estates MOB Attachment 12
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This project will help increase access to Advocate physicians and screening services by
opening a location in a geography where very few physicians practice. The project will serve
patients by offering primary care and specialty physicians and outpatient services all in one
building. This co-location offers nearby residents one location to fill many of their health care
needs. It will be located equidistant between Advocate Good Shepherd Hospital and Advocate
Sherman Hospital so patients will have a choice in terms of which Advocate acute care facility
they receive care.

The co-location of services will provide the ability to expedite the time between evaluation,
diagnosis, and therapeutics in one ambulatory setting location. The multi-disciplinary care
decisions and plans developed will improve management of chronic and acute conditions. This
wili improve care coordination and allow patients to see muitiple specialists and have a variety
of tests performed in a single day.

2. Define the planning area or market area

The project is planned to serve the residents that live in the northern Cook County, southern
Lake County, and eastern Kane County. The primary market area is defined by a ten-mile
radius of the Medical Office Building location as shown in the map below.

Projections for this site anticipate that the majority of patients will live within this ten-mile radius
service area.

Advocate Hoffman Estates MOB Attachment 12
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ulation is provided below.

Zip Code City 2022 Population

60005 | Arlington Heights 31,471

60008 | Rolling Meadows 22,463

60010 | Barrington 46,148

60021 | Fox River Grove 5,601

60067 | Palatine 39,481

60074 | Palatine 37,550

60102 | Algonquin 31,727

60103 | Bartlett 41,393

60107 { Streamwood 39,153

60110 | Carpentersville 38,078

60118 | Dundee 16,833

60120 | Elgin 50,441

60123 | Elgin 47,187

60124 | Elgin 25,199

60133 | Hanover Park 36,707

60136 | Gilbers 8,466

60169 | Hoffman Estates 33,753

60172 | Roselle 25,108

80173 | Schaumburg 14,255

60177 | South Elgin 24,060

60184 | Wayne 2,258

60192 | Hoffman Estates 16,949

60193 | Schaumburg 39,705

60194 | Schaumburg 20,995

60195 | Schaumburg 5,317

60196 | Schaumburg 2
TOTAL 700,300
Age Groups 2022 Population 2027 Population
0-19 182,231 173,831
20-44 230,623 224,058
45-64 180,964 170,355
65+ 106,483 120,225
TOTAL 700,300 688,472

This area is projected to continue to see tremendous growth based on the commercial growth
and economic development planned and in process for this area.

Advocate Hoffman Estates MOB
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Although the total population in the service area is projected to be consistent over the next 5
years, the growth in the 65+ population is projected to increase by 13% from 106,483 to
120,225,

The race and ethnicity for this community is projected to continue to change over the next 5
years. The South Asian population is 15% of this service area and is a strong and growing
population in this geography. One unique offering in this building will be a South Asian Cardiac
Center (SACC). SACC was established at Advocate Lutheran General Hospital to recognize
and treat the unique cardiovascular needs of the South Asian population and is expanding to
this location.

Advocate Health Care has continued to adapt to the changing health care needs and provide
the continuum of health care services to families that live in the service areas.

3. Identify the existing problems or issues that need to be addressed

An analysis of this service area identified a number of issues in the project’s targeted geography
that informed the type of providers to be located in this new building such as speciaity deficits,
including primary care:
e The number of primary care providers per 100,000 in northern Cook County is
decreasing
= Opportunities to improve heart failure and hypertension, specifically focused on the
growing older population
* Increasing services to the growing Hispanic population with 26% of the service area
population
» Cervical cancer rates, and other preventive screening
* Emergency Room visits due to mental health

Having primary care in the building will allow residents to build trusting refationships with
residents and make sure they have access to preventative services. The immediate care center
tacility in this building will provide after hour access and services for residents that do not have a
relationship with a primary care provider.

Access to health services affects a person’s health and well-being. Regular and reliable access
to health services can:
» Prevent disease and disability
Detect and treat illnesses and other health conditions
Increase quality of life
Reduce the likelihood of premature death
Increase life expectancy

Many of the communities do not have a primary care physician who practices in the zip code,
forcing residents to travel outside their communities to seek even basic care.

Advocate Hoffman Estates MOB Attachment 12
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4. Cite the sources of documentation

Information was gathered from the following sources:
» Esri Demographics
e [nternal data
e 3d Health

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

The project would add primary care physicians to an area with a deficit of primary care
physicians in northern Cook County. These primary care physicians can refer to and partner
with the specialists, and OB/GYNs in the building. Obstetrics and gynecology physicians will
practice in the building which should increase cervical cancer and other preventive screening
rates for the communities served. The site will also have an immediate care center for patients
who do not have an established relationship with a primary care physician.

Offering the ancillary services at the same location provides patients with the necessary
services that are part of a comprehensive visit at the time of their provider visit.

6. Provide goals for the proposed project

The goal of the proposed project is to increase accessibility to AAH preventative services and
early therapeutic services in their community. More accessible clinician services will prove
beneficial in improving health status, increasing life spans, and elevating the quality of life as
well as lowering the costs associated with treating late-stage diseases resuiting from a lack of
preventative and maintenance care.

Advocate Hoffman Estates MOB Attachment 12
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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,
guality, 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.

The proposed project will increase access to Advocate Aurora (AAH) services by
providing clinician care and ancillary services to this geography. The project will be
building providing enhanced space for physician and APC clinics and non-hospital-
based outpatient services such as physical therapy, lab, and imaging.

AAH considered a number of alternatives to develop an appropriately sized ambulatory
building to provide improved access and growth in the right location to support the
needs of this community.

The following alternatives were evaluated that looked at the complement of services
that would co-locate the clinical providers and ancillary services to increase
collaboration and continuum of care for the residents of this service area.

Advocate Hoffman Estates MOB Attachment 13
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Alternative #1: Maintain current Health and Fitness Center location in Barrington
(Cost: $0)

There is an adult primary care office in the Good Shepherd Health and Fitness Center
north of this focation. This option would continue to provide physician offices and
ancillary services at the site. It was determined that additional primary care physicians
and specialists were needed for the patients that use this clinic. This alternative was
rejected as services such as lab and imaging that are part of a clinic visit could not be
added at this location due to space constraints. Patients would continue to need to
locate and schedule these on another date and location.

This option was rejected because it did not aliow for the expansion, needed to serve the
community and the location was not ideal.

Alternative #2: Lease additional space in the current Good Shepherd Health and
Fitness location (Cost: $7,100,000)

This option would be to remain at the current Health and Fitness Center location and
lease additional space for the needed providers and additional services. This location
has limited capacity and does not have the necessary space to expand at this current
building. Additional space would require renovation. The test-fit did not suit the required
workflow or growth plans due to physical building constraints.

This alternative was rejected because it does not enhance access to needed additional
providers or services to care for those residents living in the project’s geography. It also
did not relocate to a space with better visibility for patients.

Alternative #3: Develop a Project of lesser scope and cost (Cost: $ 24,000,000)
This option to construct a medical office building that would include only primary care
physician offices without the ancillary and specialty services was an option considered.
This would require that patients would not have access to the complementary services
such as imaging that are part of the physician visit and would need to locate these
services and schedule time on another day to receive care. This would increase time to
diagnosis and treatment and increase non-compliance of needed services. Immediate
care, OB/GYN and Cardiology providers and clinics would also not be available. In this
geography, these services are not readily available and often out of the area. The scope
of this project was planned based on the increasing needs in this community.

This would not address the need for increased access for the identified preventative
services and better continuity of care for patients living in this geography.

Alternative #4: Develop a Project of greater scope and cost (Cost: $55.000,000
This option to construct a building that would include the physician offices with
additional specialists and ancillary services was an option. We considered other
services than the ones listed above such as MRI and CT imaging. The scope of
services identified in the project were those that met the critical need of this community
and the projected growth. The building will be constructed to be expandable to fit the
needs of the community and expand as services grow at the site.

As good financial stewards of AAH, the plan to build beyond the scope of this project at
this time was determined to be a significant undertaking and planned for current needs.
However, as noted, we will plan for potential future construction needs.

Attachment 13
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Alternative #5: Build the Medical Clinic with Primary and Specialty physicians and
the Ancillary Services (Cost: $ 44,205,553) - Project selected

This option was selected as it provides the primary care and specialty physicians that
have been identified to be needed in this community and will serve the residents by
offering immediate care services, and required outpatient services all in one building,
providing the continuum of service needed. This location is highly visible and is
accessible to patients and physicians.
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Criterion 1110.120 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the following information:

4. 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.

5. 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 thal results in excess square footage.

d.  Additional space is mandated by governmental or certification agency requiraments 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.

BGSF/DGSF STANDARD STANDARD?

I |

_ SIZE OF PROJECT _ _
DEPARTMENT/SERVICE | PROPOSED STATE DIFFERENCE | MET

The services in the proposed project will be provided by Advocate Aurora Medical Group and
will not be hospital-based services.

The Clinical services included in the project are provided in the table below. The proposed
square footage is included and compared where there are state standards.

SIZE OF PROJECT

DEPARTMENT/SERVICE PROPOS | STATE DIFFEREN | MET
ED DGSF | STANDARD | CE STANDAR
D?
Imaging — General Radiology (1 Room} | 894 1,300 406 Yes
Imaging ~ Mammography (1 Room) 278 200 622 Yes
Imaging - Ultrasound - General (1 963 900 234 Yes
Room})
Imaging - Ultrasound — Ob/Gyn (1 203 900 334 Yes
Room) N
Physician Procedure Exam Rooms (43 5,926 NA ) NA
| Rooms) o et
Advocate Holffman Estates MOB Attachment 14
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NST Room (1 Room) 164 NA - NA

ICC Procedure Exam Rooms (5 713 NA i NA
Rooms)

Lab (1 Room, 3 Bays) 859 NA - NA

Physical Therapy (1 Gym, 6 Rooms) 1,981

TOTAL CLINICAL 11,381

Non-Clinical/ Non-Reviewable

' Public, Circulation, Staff Support,

_Buddﬂg SUPP_OH 24,229

I TOTAL 24,229

Clinical Components
Diagnostic Imaging

The proposed project includes diagnostic imaging services that will be available to clinic patients
and those receiving care at the Immediate Care service.
The Clinic will include the following types of diagnostic imaging equipment:

¢ 1 General Radiology

* 1 Mammography unit

* 1 General Ultrasound unit

* 1 Ob/Gyn Ultrasound unit

The proposed square footage of 894 DGSF for General Radiology, 278 DGSF for
Mammography, and 363 DGSF and 203 DGSF for Ultrasound are below the State guidslines for
imaging equipment and the hecessary support space for these services.

Physician Office Space and Immediate Care

The proposed project includes physician office for Advocate Medical Group (AMG) physicians.
Itis anticipated that physicians in the following specialties will be included in the proposed
project: Primary care (12 rms), Pediatric (7 rms), Obstetrics/Gynecology (5 rms), Cardiology (7
rms}, rotating specialties (3 rms), Surgery (3 rms), and Orthopedic (6 rms). This new
construction building is being developed to include new providers and relocate many of the
primary care and OB physicians from current offices located close to this project.

There will be a total of 43 exam/procedure clinic rooms for these physician specialties. This
space will include non-stress testing (NST) and cardiac testing services to patients as part of
their examination. The space was developed based on AAH guidelines for primary and specialty
provider offices to include 5,926 DGSF for the exam rooms and 164 DGSF for the NST room.

The project includes an Immediate Care (ICC) for patients that do not have a primary care
provider or would prefer walk in or after hour scheduling. This will be staffed and billed by AMG
clinicians. Immediate Care will include 5 exam procedure rooms totaling 713 DGSF.

There are no State Guidelines for square footage of the examination rooms for these type of
clinic rooms.

Advocate Hoffman Estates MOB Attachment 14
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Well-Patient Laboratory (Blood Draw)

The Lab will include 1 room and 3 bays for well-patient blood draw with 859 DGSF.
There are no State Guidelines for square footage for Laboratory Blood Draw.

Other services:

The site will also house physical therapy ("PT") services with a PT gym and 6 PT treatment
rooms. This space will be designed for both in-person and virtual consultations. Advocate found
that during the pandemic, virtual PT sessions were well accepted by many patients. This design
will allow for maximum flexibility in patient care and will offer patients choices in how they
receive their rehabilitation care.

There are no State Guidelines for square footage for these types of clinical rooms.

Non-Clinical Components

The Non-clinical components of the project total 24,229 DGSF of space.
This includes physician offices, staff Support space, storage, public waiting, circulation, building
support, lobby.

There are no State Guidelines for the non-clinical components of the project.

Advocate Hoftman Estates MOB Attachment 14
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 PROJECT SERVICES UTILIZATION:

This criterion is applicable only to projects or portions of projects that involve services,
functions or equipment for which HFSRB has established utilization standards or occupancy
targets in 77 Iil. 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 11 10.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 | PROJECTE | STATE |  MEET
SERVIC | UTILIZATION D STANDAR | STANDARD?
E (PATIENT | UTILIZATIO D
DAYS) N
(TREATMENTS)
L I ETC.
YEAR 1 -
| YEAR 2

APPEND DOCUMENTATION AS ATTACHMENT 15, IN NUMERIC SEQUENTIAL ORDER AFTER
THE LAST PAGE OF THE
APPLICATION FORM.

The clinical services in the proposed project will be provided by Advocate Medical Group (AMG)
and will not be hospital-based services.

The proposed Project includes the following Departments/Services for which the lllinois Health
Facilities and Services Review Board has established standards:

Diagnostic Irmaging
* 1 General Radiology unit

= 1 Ultrasound unit - primary and specialty clinics, Immediate care
* 1 Ultrasound unit - Ob/Gyn providers and clinics
+ 1 Mammography unit

Diagnostic imaging projections are based on the historic utilization at AMG Outpatient centers
and at other sites based on the number and types of physicians who will practice at the site.
The number of imaging procedures are based on those at other Advocate Qutpatient clinic
locations. The Orthopedic imaging and Immediate care also follow the AMG Orthopedic
imaging referrals and utilization. The patient volume at the site is projected to grow with
additional providers and services that will be at this location as it provides easier access to
residents in the area who now have to drive long distances and leave the service area to
receive such services.

Advocate Hoffman Estates MOB Attachment 15
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|
PROJECTED UTILIZATION STATE MEET
DEPT./SERVICE (PATIENT DAYS) (TREATMENTS) STANDAR
STANDARD
ETC. D?
Year 1 Year 2
General Radiology (1 unit) 183 procedures | 337 procedures | 8,000/unit Yes
Ultrasound — General (1 unit) | 363 procedures | 484 procedures | 3,100/unit Yes
Ultrasound - OB (1 unit) 363 procedures | 484 procedures | 3,100/unit Yes
Mammography (1 unit) 363 procedures | 484 procedures | 5,000/unit Yes

Based on the projected utilization in year 2, the standards have been met for all of the Imaging
modalities that represent the clinical reviewable services in the project.

As outlined, there will be one Ultrasound unit will be used exclusively used for the Ob/Gyn
physicians for their clinic patients as part of their office visit. This unit will be located in the area
where the OB/Gyn physicians will see patients. The other Ultrasound unit will be used by the
primary care and specialty physicians in the building as well as the Immediate care service.

There are other clinical services which will be provided at the site that do have a state utilization
standard. Provided below are the projected utilization based on the number and type of
providers in the building and the need in the service area referenced from historic utilization at

other AMG Outpatient centers.

UTILIZATION
DEPT./SERVICE PROJECTED UTILIZATION
Year 1 Year 2
Physician Office visits 3,109 4,502
NST 363 484
Immediate care visits 4,902 7,434
Well-Patient Lab 15,502 21,506
PT visits 4,694 5,364
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UNFINISHED OR SHELL SPACE:
Provide the following information:
4. Tolal gross square footage (GSF) of the proposed shell space.

5. The anticipated use of the shell space, specifying the proposed GSF to be aliocated to each
department, area or function.

6. 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 ulilization of those areas proposed
to occupy the shell space.

4. Provide:
c. Historical utilization for the area for the latest five-year period for which data is available;
and
d. 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 NUMERLIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

APPLICATION FORM.

Not applicable - no shell space.

Advocate Hoffman Estates MOB
Page 118




#23-028

ILLINGIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

[ 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
APPLICATICN FORM.

Not applicable — no shell space.
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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 Cther than
categories of service must submit the following information:
2. Indicate changes by Service: indicate # of key room changes by action(s):
# Existing Key  # Proposed Key
Service Rooms Rooms
L]
Imaging — General Radiology 0 1
.
Imaging — Ultrasound - General 0 1
]
Imaging — Ultrasound - OB 0 1
O
Imaging - Mammography 0 1
]
Physician Examination/Clinic Rooms 0 43
O
NST 1] 1
]
Immediate Care 0 5
]
Well-Patient Lab (1 room, 3 bays) 0 1
PT room (1 gym, 6 rooms) 0 6
3. READ the applicable review criteria outlined befow 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

;jg}{?} - Necessary Expansion
PLUS

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

OR

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

APPEND DOCUMENTATION AS
APPLICATION FORM.

ATTACHMENT 91, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

Advocate Hoffman Estates MOB

Attachment 31

Page 120




#23-028

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD AFPPLICATION FOR PERMIT- 06/2021 - Edition

The services in the proposed project will be provided by Advocate Medical Group (“AMG”) and
will not be hospital-based services. The Proposed project includes services that allow patients
to receive are closer to home with ancillaries’ services provided. The project will support
residents that live within a 10-mile radius.

Outpatient Imaging

¢) Service Modernization
The applicant shall document that the proposed Project meets one of the following:

2) - Necessary Expansion

This project will bring important screening services, such as mammography, to residents and
increase access to the residents of the service area. Onsite services assist in promoting
convenient coordinated patient care for those requiring imaging for an accurate diagnosis. In
addition to improved patient compliance with studies and satisfaction, the addition of these
services will increase access to the residents of the service area.

As outlined by Sg2, mammograms are forecasted to increase over the next 10 years for both
screening (8%) and diagnostic (15%) exams.

These imaging services are an important component of the primary care and specialty office
visit as well as Immediate care services. The imaging services are designed based on the
specialties located in the building.

3)(B) -Utilization — Service or Facility
The imaging volume is provided below. The projected volume was determined based on ratios
of clinicians practicing at the other existing AAH ambulatory sites.

Imaging Projected Utilization
DEPT/SERVICE Year 1 Year 2
General Radiology 183 procedures 337 procedures
Ultrasound —~ General (1 unit) 363 procedures 484 procedures
Ultrasound — OB (1 unit) 363 procedures 484 procedures
Mammography (1 unit) 363 procedures 484 procedures
Advocate Hoffman Estates MOB Attachment 31

Page 121



#23-028

ILLINQIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

Physician Offices/Clinics

c) Service Modernization
The applicant shall document that the proposed Project meets one of the following:

2) - Necessary Expansion

This new building will provide a location for the new physicians and relocation of some pediatric
subspecialists in the area. It will also allow for additional specialties and the ancillary services
that will be included as part of the patient’s clinic visit. This will benefit patients to have one
location to allow for coilaboration and referrals between providers and have all testing
completed at one location.

3)(B) -Utilization — Service or Facility

The Clinic volume and ancillary services provided in the office visit are outlined below. The
patients will be able to receive many of their primary care and specialty services in one building.
The projected volume was determined based on AMG historical growth of clinicians entering
new geographies and the need for these ancillary services as part of their visit. There are no
state standards for these clinical services.

Projected Utilization
DEPT/SERVICE Year 1 Year 2
Physician Office visits 3,103 visits 4,502 visits
NST 363 visits 484 visits
Well-Patient Lab 15,502 visits 21,506 visits
PT visits 4,694 visits 5,364 visits
Advocate Hofiman Estates MOB Attachment 31
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$14,722,729 | a) Cash and Securities - stalements (e.g., audited financial statements, letters from
financial institutions, board resolutions) as to:

1) the amount of cash and securitiss 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 earmned
on any assel from the date of applicant’s submission through project
completion.

b) Pledges - for anticipated pledges, a summary of the anticipated pledges showing

E— anticipated receipts and discounted value, estimated timetable of gross receipts and

related fundraising expenses, and a discussion of past fundraising experience.

c) Gifts and Bequests - verification of the dollar amount, identification of any conditions of

B - use, and the estimated timetable of receipts.
d) Debt - a statement of the estimated terms and conditions (including the debt time,
28,482 825 variable or permanent interest rates over the debt time, and the anlicipated 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
fo issue the bonds and evidence of the dollar amouni of the issue,
including any discounting anticipated.

2) For revenue bonds, proof of the feasibility of securing the specified
amount and interest rale.

3) For mortgages, a letter from the prospective lender altesting to the
expectation of making the ioan in the amount and time indicated,
including the anlicipated interast rate and any conditions associated
with the morigage, such as, but not limited lo, adjustable interest
rates, balloon payments, etc.

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

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

e) Governmental Appropriations ~ a copy of the appropriation Act or ordinance
St accompanied by a statement of funding availability from an official of the governmental unit. |f
funds are to be made available from subsequent fiscal years, a copy of a resolution or other
aclion 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
S amount and time of receipt.
9) Al Other Funds and Sources -~ verification of the amount and type of any other funds
— that will be used for the project.
$44,205 554 | TOTAL FUNDS AVAILABLE
APPEND DOCUMENTATION AS ATTACHMENT 34, N NUMERIC SEGUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.
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N/A, Advocate Aurora Health, inc has a AA long-term bond rating from Fitch and Standard &
Poors. Advocate Aurora Health, Inc has an Aa3 long-term bond rating from Moody’s.
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FFiteh Rat Ingrs

RATING ACTION COMMENTARY

Fitch Affirms Advocate Aurora
Health's (IL) IDR at 'AA";
Outlook Stable

Mon 25 Jut, 2022 - 1:47 PMET

Fitch Ratings - Chicago - 25 Jul 2022: Eitch Ratings has affirmed Advocate Aurora Heallh's
(AAH]} Issuer Default Rating (IDR) at ‘AA: Fitch has also affirmed at ‘AA’ the outstanding
revenuc bonds issued dircctly by AAH or by the Wisconsin Health and Educational
Facilitics Authority. iflinois Finance Authority. and llhinois Health Facilitios Authority on
behalf of AAH

The Rating Outlook is Stable.

Fitch has also affirmed AAMH's Short-Term Rating at 'F 1+' on variable rate debt and CP debt
supported by AAH's self-liquidity.
SECURITY

Bonds are unsecured joint anid several obligations of the obligated group, which consists of
the vast majorily of AAH hospitals. the AAH parent, and the Advocate Health Care
Network and AAH physician practices.

ANALYTICAL CONCLUSION

AAH's ‘AN IDR rating reflects the system's very strong financial profite and leading market
position over a broad and diversified service area covering several population centers of

Mtps Mawew ichratings com.'fesearch'us-pwucfrnamwun-afr-rms-ad»ocatq-awa*eanhﬂm-a:—ea-wtboh-subie-zs-lh’-zuzz =
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tHinois and Wisconsin. White margins were compressed in Q1 fiscal 2022 and will likely
remain below trend in the near term as AAH contends with macro labor and inflationary
pressures, the system has a track-record operating success and long-term Fitch believes
margins should rebound 1o metrics consistent with a strong operating risk assessment over
time as Fitch believes the system's fundamental operating platform remains strong.

The 'F1+' Short-Term Rating is based on AAH mainLaining a Long-Term Rating of at least
‘AA” as well as adequate internal liquidity and written procedures consistent with Fitch's
criteria.

AAH is in negoliations to affiliate with Atrium Health. Atrium is headquarteredin
Charlotte. NC and operales hospitals in North Carolina, South Carolina, Georgia, and
Alabama. The proposed affiliation is not factored into the current rating for AAH.

KEY RATING DRIVERS
Revenue Defensibility: ‘bbb’

Largest Health System in Two $tates; Competition Present in Key Markets

AAH s the largest health system in both Hiinais and Wisconsin. with a broad market reach
and operating in multiple markets covering a contiguous service area stretching from
northeastern llinois {Chicago area) through Milwaukee to northeastern Wisconsin

Despite its leading market position. the system operates in many competitive service areas,
notably Chicago (where AAH is the market leader in a crowded market) and Milwaukee, the
population hubs of the combined service area. AAH's largesl competitor is Ascension
Health (AA+), which also operates multiple facilities in both the Milwaukee and Chicago
markets. AAH also has one of the largest and most sophisticated physician integration
models in the industry, with broad population health management capabilities, including
employing approximately 3.600 physicians, and covering nearly three million unique lives

AAH operates in varying service arca demographic profiles, as expected from alarge and
geographically diverse heafth system. Service arca characteristics arc generally stable
supporting a midrange assessment. Much of suburban Chicago {e.g, Lake County),
suburban Milwaukee, and other markets such as Brown County, Wl (Green Bay)
demonstrate generally favorable characteristics such as median household income levels
in-line with or better than the national average and low poverty rates. Combined Medicaid
and self-pay remain below 20% of gross revenue {19% in fiscal 2021) and Fitch does not
expect AAH's payor mix to change materially in the near term, Iinois expanded Medicaid

FLUpE wae Llgheabings wrm.soarm-us-Mn-rname-'hmﬂm-amomm-nmmmn Fodr 30-a -0uNook- 62300 2507 . 2022 FRL
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under the Affordable Care Act (ACA); while Wisconsin did not expand Medicaid under the
ACA, the state did expand eligibility in prior y=ars.

Operating Risk: 'a'
Track-Record of $trong Operating Results; Macro Trend Compress Marginsin Q1 2022

AAM has a track -record of generating strong operating EBITDA margins, averaging 9.1%
between Rscals 2017 and 2021 (including 8.9% in 2021}, Margins were compressed in Q1
fiscal 2022, with a 0.3% operating margin and 5.0% operating EBITDA margin. as the
system faced macro headwinds affecting the entire sector including a surge of omicron
COVID-19 cases in January and February, intense labor pressures. and elevated inflation, It
is notable that while AAH's margins were compressed in Q1, the system was still profitable
for the quarter {which did not include recording CARES Act grants} and many peer health
systems sufterced deep operating losses.

The weaker margins in Q1 2022 portend compressed operating metrics for full-year 2022
a1 the aforementioned macro pressures persist for the rest of the year and likely into 2023,
Nevertheless, over the long-term, Fitch expects AAH's should rebound to levels consisient
with a strong operating assessment.

Capital spending plans are manageable, AAH's capital budget for 2022 is nearly §1 2 billion
It AAH spends at that pace, the capital spending ratio would approach 2x, although the
capex s flexible. The highlighted project is the construction of a new patient pavilion at
Advocate lllinois Masonic Medical Cenler in Chicago. Beyond 2022, the capital spending
ratiois expected to approximate 1x AAH expects to issue $250 million of new money debit
in2023.

Financial Profile: 'aa’
Strong Capital-Related Ratios Should be Sustained

AAH's financial profile is very strong. Capital-related ratios should remain strong in the
forward-looking scenario analysis, including in a stress case, despite the current macro
pressures.

ALFYE 2021, AAH had nearly $3.9 billion of direct debt and unrestricted cashand
investments exceeded $11.6 biltion. AAM's defined benefit pension plans remain weil
funded. with a funded ratio of 95% at FYE 2021 compared with a projected benefit

PRES faws fchrstiigs comvtesegrchis putde fircrooTet-affirms- atvag ate surors healteth e at-as autiovk slathe 2507 7122 i
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obligation of approximately $2.5 billion (because the pension plans are collectively more
than 80% funded. Fitch does not include the underfunded status in calculating adjusted
debt). Net adjusted debt {adjusted debt minus unirestricted cash and investments) was
favorably negative at nearly -$7.8 billion at FYE 2021,

AAH's capital-related ratios should remain consistently strong, even in the stress case of
Fiteh's forward-looking scenario analysis. Cash-to-adjusted debt was 300% at FYE 2021
and net adjusted debt-to-adjusted EBITDA was favorably negative at approximately -3x. In
the stress case of the scenario analysis, net adjusted debt-to-adjusted EBITDA is favorably
negative by year two and cash-1o-adjusted debt does not drop below 230% {and exceeds
300% by year four).

The 'F1+ short-term rating is based on AAH maintaining a long-term rating of at least '‘AA-
AAH maintains sufficient discounted internal liquid rescurces and has implemented written
procedures to fund any un-remarketed put on the $1.2 billion of theoretical maximum
potential debt supparted by self-liquidity. AAH's self-liquidity supported demand debt is
comprised of its puttable VRDO bonds not supported by standby bond purchase
agreements (SBPAs) as well as the $1 billion maximum authorized under the taxable CP
program (only $50 million was outstanding as of March 31, 2022),

Asymmetric Additional Risk Considerations

There are no asymmetric risk factors identified with AAH's rating.

Maximum annual debt service IMADS) is approximately $227 million, based on smgothing
debt service (actual MADS is just over $820 million. based on a bullet payment in 2050),
MADS coverage based on fiscal 2021 results was strong at approximately 11x and does not
pose an asymmetric risk, The MTlincludes a minimum historical debt service coverage
covenant of 1.10x. AAH had approximately 330 days cash on hand at FYE 2021 {excluding
Medicare advance payment funds and deferred employer FICA tax), and just over 300 days
at unaudited March 31, 2022, and therelore days cash does not pose an asymmetric risk,

RATING SENSITIVITIES

Factors that could, individually or cotlectively, lead to positive rating action/upgrade-
--Sustained improvement in operating EBITDA margin consistently above 10%:

--Considerable growth in unrestricted cash levels leading to superlative cash-to-adjusted

debt,
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Factors that could, individually or collectively, lead to negative rating action/downgrade:;

--Unexpectedly prolonged compression in operating margins, such that the operating
EBITDA margin is expected to remain below 7% for a sustaingd period beyond what Fitch
currently expects. which would lead to an operating risk profile more consistent with a
midrange assessment:;

‘Weaker balance sheet metrics, Ieading to thinner capital-related ratios in the long term,
particularly if compounded with an above-mentioned sustained weakening of operating
EBITDA margin;

-1 the proposed affiliation with Atrium leads to considerably tighter operating marging
and/or much weaker balance sheet ratios, AAH's rating could be pressured.

BEST/WORST CASE RATING SCENARIO

International scale credit ratings of Sovereigns, Public Finance and Infrastructure issuers
have a best-case rating upgrade scenario (defined as the 99th percentile of rating
transitions, measured in a positive direction) of three notches aver a three-year rating
horizon; and a worst-case rating downgrade scenario {defined as the 99th percentile of
rating transitions. measured in a negative direction) of three notches over three years. The
complete span of best- and worst-case scenario credit ratings for all rating categorics
ranges from 'AAA' to ‘D' Best- and worst-case scenario credit ratings are based on historical
performance. For more information about the methodology used to determine sector-
specific best- and worst-case scenario credit ratings, visit

hitps v h comisit 1

AAH is the result of the April 2018 merger between Advocate Health Care (IL) {Advocate)
and Aurora Health Care (W) (Aurora), The system includes 24 acute care hospitals and one
behavioral health hospital (totaling more than 5,300 staffed beds). approximately 3,600
employed physicians, and operates roughly 500 outpatient locations and 100 retail clinics
in contiguous markets stretching from the Chicago metro area north through Milwaukee,
to Marinette. Wlin the north. AAH is the largest healthcare provider in both iHlinois and
Wisconsin, AAH recorded more than $14 billion in operating revenue in audited fiscal 2021
(Dec. 37 year-end).

In addition to the sources of information identified in Fitch's applicable criteria specified
below, this action was informed by information from Lumesis.
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REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF
RATING

The principal sources of information used in the analysis are described in the Applicable
Criteria.

ESG CONSIDERATIONS

Unless otherwise disclosed in this section, the highest level of ESG credit relevanceis a
score of ‘3’ This means ESG issues are credit-neutral or have only a minimal credit impact
on the entity, either due to their nature or the way in which they are being managed by the
entity. For more information on Fitch's ESG Relevance Scares, visit

wwav Rtchratings.com/esg,

RATING ACTIONS
ENTITY /DEBT ¢ RATING 2 PRIOR $
Advocate Aurora Hea'th LTIDR A& Ratine Outlook Stahie AA Raling
Inc. (W1 e Outtook
Stable
Affirmed
Advocate Aurora T AARating Outlook Stab . AA Rating
Health. Inc. (Wi) Ating Outlook stable  Affirm Outiook
/General Revenues/1 Stable
LY
Adwoc ate Health T AARiking Oitlbiok Staki Atfdied Al Rating
Carc Network {it) fuing Cgtizow Stale e Qutlook
iGeneral Revenues/ 1 Stable
LT
Advocate Aurara T - Fis
Health, Inc. (W) b it
/Self-Liquidity/1 ST
VIEW ADDITIONAL RATING DETAILS
FITCH RATINGS ANALYSTS
keipa teease ftchvalvgs comresearcnius pubic fingroafiich sfirne gdvouste srors heallh it at-bs-outuch slatle-25 07 2022 et
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Mark Pascaris

Director

Primary Rating Analyst

+13123683135

mark.pascaris@hitchratings com

Fitch Ratings, Inc,

One North Wacker Drive Chicago, IL 60604

Kevin Holloran

Senior Director

Secondary Rating Analyst
+15128135700
kevinholloran@htchratings.com

Eva Thein

Senior Director
Committee Chairperson
12129080674
eva.thein@fitchratings.com

MEDIA CONTACTS

Sandro Scenga

New York

112129080278
sandro.scenga@thefitchgroup.com

Additional information is available on

PARTICIPATION STATUS

The rated entity {and/or its agents} or, i1y the case of structured finance, one or more of the
transatlion parties participated in the rating process except that the following issuer(s), if
any. did not participate in the rating process. or provide additional information. beyond the
issuer's available public disclosure:

APPLICABLE CRITERIA

LLS NatFor Proft Hosptals and He lth Systems Rating Cotena {ipub, 18 Now 20
tincluding ratmg assumption sensitivity)

Htzs Hweaw fitchraings. vermrayparchiss pubkc firaroa oy sfirms-advouste: sunorty-heflh-ivice o1 a3 Utk slabie-25-07- 2022 rial]
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Public Sector, Revenue-Supported Entities Rating Criteria {puly 01 Sep 2021) (inctuding

Fating assumplion sensitivity)

APPLICABLE MODELS

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to criteria
providing description of model(s).

Portfolio Analysis Model {PAM), vZ.00 (1)

ADDITIONAL DISCLOSURES

Dadd-Frank Rating Information Disclosure Form
Solititation Status

Endorsement Policy

ENDORSEMENT STATUS

Advocate Health anck Hospitals Corporation EV Endorsed. UK Endorsed

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers
Please read these limitations and disclaimers by following this link:

hitps Mvevew itchratings comdunderstandinger editratings. In addition, the following

hps_ thanaew hitchratings.com/rating-dehnations document details Fiteh's rating definitions
for each rating scale and rating categories, including definitions relating to default, ESMA
and the FCA are required to publish historical defaull rates in a central repository in
accardance with Articles 11(2) of Regulation (EC) No 1060/2009 of the European
Parlizment and of the Council of 16 September 2009 and The Credit Rating Agencies
{Amendment etc ) {EU Exit) Regulations 2019 respectively.

Published ratings, criteria, and methodologies are available from this site at all times. Fitch's
code of conduct, confidentiality. conflicts of interest, affiliate firewall. compliance, and
other relevant policies and procedures are also available from the Code of Conduct section
of this site. Directors and shareholders’ relevant interests are available at

bitps:fvevaw it hratings comsite/regulatory, Fiteh may have provided another permissible
or ancillary service to the rated entity or its related third parties. Details of permissible or
ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch

Fetns Cwaw fitctralngs cormiresesrckius prblc lirarce Gl sfirmy - advocate auuts fealth e al Ay aulivuh sladike 35.07 2022 ).
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Ratings company {or branch of such a company) can be found on the entity summary page
for this issuer on the Fitch Ratings website.

Inissuing and maintaining its ratings and in making other reports {including forecast
information), Fitch relies on factual information it receives from issuers and unde rwriters
and from other sources Fitch believes to be credible. Fitch conducts a reasonable
investigation of the factual information relied upon by it in accordance with its ratings
methodology. and obtains reasonable verification of that information from independent
sources. Lo the extent such sources are available for a given security or in a given
jurisdiction. The manner of Fitch's factual investigation and the scope of the third parly
verification it obtains will vary depending on the nature of the rated security and its issuer,
the requirernents and practices in the jurisdiction in which the rated security s offered and
sold and/or the issuer is located, the availability and nature of relevant public information,
access to the management of the issuer and its advisers, the availability of pre-existing
third-party verifications such as audit reports. agreed-upon procedures letiers, appraisals.
actuarial reports, engineering reports, legal opinions and other reports provided by third
partles, the availability of independent and competent third- party verification sources with
respect to the particular security or in the particular jurisdiction of the Issuer. and a variety
of other factors. Users of Fitch's ratings and reports should understand that neither an
enhanced factual investigation nar any third-party verification can ensure that all of the
information Fitch relies on in connection with a rating or a report will be accurate and
complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the
information they provide to Fitch and to the markel in offering documents and other
reports. Inissuing its ratings and its reports, Fitch must rely on the work of experts
including independent auditors with respect to inancial statements and attorneys with
respect to legal and tax matters. Further, ratings and forecasts of financial and other
information are inherently forward-looking ancd embody assumptions and predictions
about future events that by their nature cannot be verified as facts. As a result, despite any
verification of current facts. ratings and forecasts can be affected by future events or
conditions that were not anticipated at the time a rating or forecast was issued or affirmed

The information in this repart is provided "as is” without any representation or warranty of
any kind, and Fitch does not represent or warrant that the report or any of its cantents will
miet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to
the creditworthiness of a security. This opinion and reports made by Fitch are based on
established criteria and methodologies that Fitchis continuously evaluating and updating
Therefore, ratings and reports are the collective work product of Fitch and no individual, or
group of individuals, is salely responsible for a rating or a report. The rating does not
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address the risk of loss due to risks other than credit risk. unless such risk s specihcally
mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have
shared authorship. Individuals identified in a Fitch report were involved in, but are not
solely responsible for, the opinions stated therein, The individuals are named for contact
purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verified and presented to investors by the issuer and its agents
in connection with the sale of the securitjes. Ratings may be changed or withdrawn at any
time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice
ol any sart. Ratings are not a recommendation ta buy, sell, or hold any securily. Ratings do
not comment on the adequacy of market price. the suitability of any security for a particutar
investor, or the tax-exempt nature or taxability of payments made in respect to any
security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and
underwriters for rating securities. Such fees generally vary from US$1,000 to US$ 750,000
(or the applicable currericy equivalent) per issue. In certain cases, Fiteh will rateallora
number of issues issued by a particular issuer, or insured or guaranteed by a particular
insurer or guarantor, for a single annual fee_ Such fees are expected to vary from
Us$10.000 to US$1,500.000 {or the applicable currency equivalent). The assigninent,
publication, or dissemination of a rating by Fitch shatl not constitute a consent by Fitch to
use its name as an expert in connection with any registration statement filed under the
United States sccurities laws, the Financial Services and Markets Act of 2000 of the United
Kingdom, or the securities laws of any particular jurisdiction. Duc to the relative eificiency
of electronic publishing and distribution. Fitch research may be available to electronic
subscribers up to lhree days earlier than to print subscribers,

For Australia. New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd hotds an
Australian financial services license (AFS license no. 337123) which authorizes it to provide
credit ratings to wholesate clients only. Credit ratings informatian published by Fitchis not
intended to be used by persons who are retail clients within the meaning of the
Corporations Act 2001,
Fitch Ratings, Inc. is registered with the US. Securities and Exchange Commission as a
Nationally Recognized Statistical Rating Organization {the “N RSRO"). While certain of the
NRS5RO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are
authorized toissue credit ratings on behall of the NRSRO (see

W ). other credit rating subsidiaries are not listed
on Form NRSRO (the “non-NRSROs" and therefore credit ratings issued by those
subsidiaries are not issued on behalf of the NRSRO, However. non-NRSRO personnel may
participate in determining credit ratings issued by or on behalf of the NRSRO.
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Copyright & 2022 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitchall
Street. NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435,
Reproduction or retransmission in whole or in part is prohibited except by permission Al
rights reserved.

READLESS

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained by Fiteh at the request of the
rated entity/issuer or a related third party. Any exceptions follow below,

ENDORSEMENT POLICY

Fitch's international credit ratings produced outside the EU or the UK, as the case may be.
are endorsed for use by regulated entities within the EU or the UK, respectively, for
regulatory purposes, pursuant to the terms of the EU CRA Regulation or the UK Credit
Rating Agencies (Amendment etc ) (EU Exit) Regutations 2019, as the case may be. Fitch's
approach to endorsement in the £ and the UK can be found on Fitch's Regulatory Affairs
page on Fitch's website. The endorsement status of international credit ratings is provided
within the entity summary page lor each rated entity and in the transaction delail pages for
structured finance transactions on the Fitch website. These disclosures are updated on a
daily basis

US Public Finance  Healthcare and Pharma  North America  United States
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Credit Profile

Ulineis Finance Authority, Illinols
Advocate Auroes Health. [linois
Iinois Fin Auth {(Advocate Aurora Health Credin Group) sys
Long Term Ronng AA 7 Stable Alfirmied

Credit Highlights

= S&I' Global Ratings affirmed s *AA long-term raling on Advocate Heolth end Hospitals Corp {AHHC), 10's various
series of taxable debt and its "AA" long-term ratings on the Whnos Finance Authonty’s {FA) and the Wisconsin
Health and Education Fucibties Authority's various series of fixed-rate, tax-exempt revenue bonds. All bonds were
i=sued for AHHC and the related obhyated group (known as Advocate Autera Health credit giroup. or AAH). and our
analysis reftects the entire system

* Atthe same time. S& Global Ratings affirmed the ‘AA’ tong term component of its dual ratings {AA/A-14' and
AASA-TY where applicable. on the [FA's various variable-rate denvand bonds (VRDBs) backed by standby bond
purthase sgreements (SBPAs) and issued Jor AAH The "A-1+° shott-term compenent of the rating on the 1ssuer’s
series 200BC-3A bonds and the "A-1" shorl-term component of the ratierg on the series 2008C- 1 and 2008C-28 bonds
reflect eur view of the SBPAs in effect from vanous financial institutons, Ihey furthet reflect our view of the
hikehhaad of payment of tenders, and suy view ot hquidity facilitics that cover all of the bond senes.

+ last 58P Global Ratings affirmed its *A.1 +* short-term tating on AAHC's commercial paper {CP) program and its
AALA L4 dual 1ating on the IFA's sesies 201 1B VRDBs m windows mode where the long-term ranng is based on
AAH The AL+ short term rating on AHHC's CP program {authornzed 1o $1 billion with $50 million outstanding)
and 201 1B bonds 15 based on self-liquidity.

= The rmutlack is stable

Security
Fhe rated bonds are the general, unsecured joint and several abligations of the obhigated fROUp.

Credit overview

Specifically. the AN’ rating reflects AAH's healthy enteeprise profile and solid market position m the broad Chucagoland
and castern Wisconsin markets as well as s histoncally healthy hrancial profile. which Ike that of ity hospitals and
health systems, has been tested in 2022 with much weaker opersting cash How margns along with declines in reserves
fiven mvestment market fluctuations, though the latter remains adequate for 1he rating. Management has continued 1o
maich capual spending with cash flow to maintain balance sheet strength The team has completed several key
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impatiznt amd cutpatient projects while moving forward on investments tied to transforming into a more holistic heakth
care organization and supporting key strategic inttiauves. including its detinitive agreement to merge with Atrium
Health, signed in May 2022

Management is working through approvals to finalize its merger with Atrum Health and, i! approved, expects that the
combined organization. with more than $25 billion in operating revenuc on a pro forma basis, will alow AAH to use its
scale and expertise Lo transition its business model to whele-person care and wellness and identify innovative ways 1o
dehwver care to improve quality and lower costs The combined oiganization would have significantly increased
Reographic diversification across noncontiguous states. ereating a large platform for various care pilats and more
widespread programs lo further its goals. The combined systemn named Advocate Health, would have 50-50 board
representaion {rom the two organizations befure becoming a sell-perpetuating board (sunilar to AAH) The system
would use a ¢o-CLO model for the first 18 months. followed by the uppointment of Eugene Woeds, current CLEO of
Atrium Health, a3 soic CEQ. For more information on Atrium Health. see our report published Dec 21, 2021, on

RatingsDirecy

We will evalute the combined system upon closing, pending necessary approvals. including a hull conversation with
the new managesont icam on stralegy. synenges, and perfortance We believe that Ataum Health (AA-/Stable) and
AAH have excellent enterprise profiles and business pesitions in their respective markets. with dilferent and lLikely
complementary strengths and demonstraton of a very good fiscal 2021 recovery. That said, intenim 2022 results at
AAH are highter than histerical trends and Atnum Health is expedencing operating losses The wating on the combined
organization which we wiuld expect 1o harmonize soon alier merger completion and likely regantiess of the pmber
of obihgated groups remaimpg could resolt i rating pressune lo the combined organization if we come to expect
prolenged perfurmance weakness. especnally 1l we also see weakerng i key balance sheet ratios ‘The current
opcrating environment is difficult lor many orgarzations, but we beliove that maintatning the 'AA* rating wou'ld likely
entail that the combined organization generate improved performence compared with intenm 2022 while maintanng
pro forma balance sheet strength

The 'AA’ long-term rating refleces our view of AAH's

= Broad and diverse posilton across two stales. including the large Chicago metro and castern Wisconsin markets
coupled with enterprise strengths around investments in the full care continuum, clinical integration employed
physician models, and sound accountable care organization {ACO) and risk-based payer stralegies

* Leading and stable position in the maiket as a whole although AAH operates in compentve markets with some
weaker demographic trends in parts af the Hiinois market

* Snlt geod balance sheet tatiog with light debt including leverage of 205 unrestncted ieserves 1o lang 2ot debit of
more than Jx and a ighter but sull goud 280 days cash on hand and

= History of good maximum annual debt service coverage {stmouthed) returiing to more than 5x i hscal 2021 (after
dipping in fiscal 2020) as a result of Hiproving operating margins, very good investment rewrns, and a low dobe
burden. and

* Sohd management team that continues to look for performance improvement imtiatives while tacusing on broader
strategic foals
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Fartly offsetiing the above strengths. in our view are AAH's

* Operating margims and cash flow that are soft and will hkely be zofter than historical results over the next year or sa
but that should tmprove from interim 2022 lows,

* Strong competition in almost all of the markets in which it operates. from other systems and large academic medical
centers; and

* Continued expodure to liinais Medicaid (through legacy Advocite Health Care)

Environmental, social, and governance

We view AAH's governance risks as neutsal to the raung as AAH has successfully brought two large enterprises
together with minimal operaiing challenges on account of its good management and governance. We beliove this lends
some stability o the credit profile as further significant merger activity is contemmplated AAH has increased heman
capital socia! risks tied to the higher labar costs and staffing issues. as with many providers in the sector, snd
management 15 implementing a host of ininatives (o manage those expenses but notes that the chaltenges are likely to
persist through 2022 and likely 2023 We view health and safety risks ted 10 COVIE- 19 as easing but wall monnor
surges. And we believe AAN's expasure to the Minois Medicaid payer mix presents increased social capital nsk given
AAHT's slightly higher Medicaid levels frelative to those of peers). although its diversified fogtpnnt helps offsct this nsk.
Finally. we view environmental risk as neutral given the dispersion of facilitics in a broad service arca with limited
environmental challenges The team is focused on reducing its carbon footprint, and we belteve 1that this could benefit

the organization if futare eegulations come into play

Outlook

The stable ourlock reflects our view of AAH's healthy business position coupled with sound balance sheet fleaability.
mcluding low debt. The stable cutlook also reflects our expeciation of minimal new monay debt oves the next couple
of years and our view of a disaiplined management team thal, while generaning lower-than-historical operating
margns continues 1o identify operating improvement areas and balance cash Now with strategic and capial spending
plans e hiebeve the combinedt enterprse profile of AAH and Atrum could suppont the raling bt we also recognize
the challenging lindscispe We believe demonstration of improving operating trends for the combaned engamization will

beamportant to mamtaimng the combined tating of "AA". should the merger be completed.

Downside scenario

We could rewase the eutkook to negative or fower the rating n case AAH records sustained weaker perating mangms
particularly if the balan¢e sheet hurther vicakens Any significantissuance of debt could also result in rating pressure, iy
the balance shect is a key credit strength and stabilizing tactor In addition, we could consider a lower rating if AAH':
merger with Atrium Health iy completed and we come 10 believe that the combined systeny's financial profite and

uends are more in bine with a lowees rating,

Upside scenario
We are not hkely 1o raise the 1ating over the next two years given the recent margin pressure and the potential merges

with Atriumn Health Over time we could rae the 1ating if AAH execures on AyRiem strategies and demonstrates
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meaningful multiyear improvement to its financal profile with financial ratwos across all metrics commenswiate with a
higher raung

Credit Opinion

Enterprise Profile: Very Strong

AAH maintains expanded market position with focus on changes for its future state

AAH mantaing a strong presence v its vanous markets, but those markets remam highly compeutive and the
organization continues to focus on evolving the organization beyond just episodic care The tearn and board have
outlined goals they need to mect over the next five yoars as part of the 2015 sirategie plan to maintain that strength as
well as transition and diversify the organization away from purcly inpatient and episodic carc 1o a health business
using data and technology along with other business invesiments. Recent ininatives to diversify and focus on
consumerism and wellness include meaningful invesiments in MobileHelp {April 2022} and Serior Helpers (April
2021) The former is 8 remote monitoring company and the other helps maintain the health of seniors outside of thi
clinical care selling

We beleve the arganization’s physician integration platform {and various models) positions it well to conunue to
impiove carg quatity, lowst the cost of care, and accept measured risk The imix of physician and payer models,
richabng various projects such az those that incoporate Medicare Advantage, allows AAH to experiment and learn
what wurks best with wiuch markets and populations For example, AAH has partnered in dilierent warys with both
Quartz and Anthem in Wisconsin for Medicare Advantage products More specifically. in the [lhnois market AN
bencfits from a chirucally integrated network {Advocate Physician Partner, or APP) with bath its employed {Advocate
Atedical Group} and independaens physicians. In the Wisconsin market, AAH has a stronger physician employment
mede!l AAH has also had success in its vanous Medicare ACO models, so vie expedt 1t to buitd on that [n additon,
legacy AHCN has accepred full and partial nsk {capitation) on ceitain commercial and Medicare advaniage ¢onlracts
dirertly and theough APP 1 egacy Aurora Health Care has had & history of workmg diectly with employers

AAH's investments and merger with Atrium Health are aligned with broader strategic goals

We bebeve AAH bas a strong and capable management team with ¢onsiderable bench strength throughout the
argamzalion and a hustory of Inancial disciphne and strategic lovus that we bebeve will serve the organizanon wel as
W enters a penod of increased indusiry pressures. AAH has had fingncial operating challenges duning COVIDL mcluding
the most recent nterim year. but we view favorably that the team has still been able to complete key capital and

strategic investments dunng this ume.

While core strategies focus on lnanca] bealth custormer service and salety and guality the Jar years of the 2025
strategic plan begn to prvot the organization toward managng under different raimbursement models. including a
tocits on hezalth and wellness as demonstrated by 1ts recent investments mentioned above Ve belicve thal AAH s and
Arnum Health's merger and scale could help accelerare some of those broader strategic goals with further
diversilication inta a state with betier demographic growth trends to support the combined organization's aveall

tinanetal health
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Table 1
~3iz months ended June 30-- ~-Fiscal year andod Doc. 31

2022 2021 2020 2018
Inpatiert admismons 160,597 FEERAL] 235.3H 258463
Fapanalent inpatsnt acdmistlons T 64,203 630171 TOT. 3%
Emergency vise 421,599 [ v 812,533 806,276
ligiatle nd st peres® 11693 50 843 $5.38] 67 799
Oulpatiens sigenics 79.18) 18316 134,882 162.24%
Medicard cast s bredex 13531 19564 1.96L7 16959
F1E employees 64,900 69,700 64 100 41 lieo
Active pdrnkcians 9,200 9400 9,500 A 8ie)
Modicane 61 3] % 3 n
Mechod "+) B i? 12 3]
Compavclal/ Blue it 56 5% 5 4

*Excludes neemrat newborn psychiatic. sehataltarion and long term care facdbiy admissians $Bassd on net resernt FTE Full 5me cquivalers

Financial Profile: Very Strong

Pressured labor market could slow margin recovery and cash flow after bounceback in 2021

AAH generaled good operating cash How margin improvernent in fiscal 2021 (lollowang a weaker fiscal 2020) but
performance reiurned te light though positive levels in interim 2022 as for many. given lebot and inflationary changes.
Further affecting cash flow has been vreaker investmant returns compared with those of recent years Management is
still targeting a return 1o histoncal highs of anxund 3 5% 10 4 6% operating margns ot that could take time Agency
nurse usager and salasy Increases 1o retan workers have contribiuted to the Nnegatly e impact o prerfonmance and cash
flow Tip offset these incieases, management is focused on dilferent reciumtment and retention strstegies for stafy
reviewing payer and supply contracts while lookung at more efficient ways (o deliver care including combiniag certain
service lines across hospitals The limited growih market could chaltenge AAIYs ability to recruit, but we wall monttor
AAH maintans some risk threugh capitated revenue and shared savings programs, among other modest initatives
While all of AAH's markets are tarly competitive. we believe that [linois is more chaflenging, parntly as a result of the
payer environment. and behieve that some of the growth payer and maeket trends in Wisconsin wall continue 1o
benefit AAH's aperating pertormance Growth and revenue diersification vall remaln focuses. as the wforenentionet
acquisitons and mvestments indicare. Management expects margies 10 remain weak through 2022 although improver

from intern 2022 levels and we do believe that continued smprovement would be key 1o maintaining the "AA rating

Unrestricted reserves decline from 2021 highs bur are still good for the rating

Unrestticred reserves dechmed from aghs of 2021 and though reserves still remain healihy we believe AAH will
mighage taprital spesding at lwer than histencal levels to match cash flow We will monitor how this aflects AAH's
compenlive position and stratlegic goals (AAH excludes some selt-insurance reserves rom its unrestncted reserve
calculauon, 50 we bel:eve that overall cash on hand could be slightly stronger but not matenally diffezent §

AAN s investment allocation mux has a reduced equitics expesure of only 3¢~ but a tair amount of exposure to
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alternatrves at about 50%. meaning that AAH has given up some liquidity with the goa) of solid returns with jess
volaulity That said. we view overall iquidity as healthy given AAH's $536 million of cash and cash equivatents, which
includes modest Medicare Accelerated and Advance Payment (MAAP) funds that will be paid back this year, a §1
billion syndicated line of credit, and an authorized $1 billion of its CP program. Within its investments. AAH maintains
Rood liquidity with about §5 & billien {excluding Medicare Accelerated and Advance Payment funds) available in 30
days. AAH had unfunded cammitments of about §2 billian for its private equily and 12al estate pannership investments
as of June 30 2022 (1o be Tunded over the next seven years), which we view as sizable but manageable for now

Capital spending has been managed well with complation of and allocation o few larger projects coupled with some
strategic ivestments outhned above Management recently completed a new enterprise resaurce planning system s
teplacement faailty Sheboygan, a large Epic implementatlon al legacy AHCN, and other inpatient and outpalient
latilties Finally, the remaning large projects include o new outpaticnt lacibly and renovations to an inpatient facility
at lihneis Masonic Medical Center in Chicago

Low debt with diversified structure but with some risks in remarketing and bullets
AAH's long-ternin debt remains low with modest debt scevice relatve 10 revenue. thus providing soinic ongoing
Hlexability. The actual debt scrvice schedule is uneven and includes a number of bullets, but with lower actual debt

service in near years to help preserve cash flow for other spending needs.

Morvover, if management issues debt, it usually doces so to keep debt consistens with that of recem years. although the
team did issue debt opportunistically in 2020 at the onset of the COVID-19 pandemic. Management may 1ssuc a small
amount of net new maney debt over the next year; we beheve il could absorb 1his, but the operating trend wiltbe a
factor Overall debt stiucture is conservative, but with several bullets and tenders that will have 1o be refinanced or
paid along with some iemarketing and renewal risks Other 1than the bullets and a small amaunt of contingent debit e
bebieve AAH's debt structire 15 in bine with its balance sheet profile and mwvestment allocation More specifically about
80%: of AAHs debit s fived excluting swaps. and the temamnder 18 11 some type of variable rate mode {such as mdey
sale bomds floating-rate netes. VRDB: and CF)

We don’t view the bank debl 3= o significant risk gven AAH s still good Yinancal profile and given that key rating and
hnanonad covenants related 1o the bank held debt sre mamtenance of a credit raung of 'BBY of higher and coveripe of
b 1x or hagher

AAH mamtamed five Hoating - 1o fixed rate swaps with o (ota] totienal amount of about $350 milhon as of June 30
2022 {including twa that are not ticd to any specitic debt) Counterparties vary and as ol that date the liatsliry on the
swaps was modoest at $48 £ rrilion with ne coliateral posting required in recent years

W view AAH's defined benefit plans as beng of minimal nsk given the good lunding and legacy AHCN's acuve plan’s
status as a church plan Legacy AHCN also has an Umployee Retirement Income Sccunty Act of 1974 plan that 1s
trozen. Legacy Aurora Health Care maintains a defined benefit plan that is well funded (more than 90%) and frozen 1o
new benefits and entrants {as of 2012)

SEPIEMBER 19, 2032 <

Advocate Hoffman Estates MOB Attachment 34
Page 144



#23-028

ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 06/2021 - Edition

Hhoeons Forsnce Anthonty Waseonsm Health and Eafucanion baditees Awtharety - Adiogate Awrora Health, Bhos:
CP: System

Advotnte Health Care Network and Subsidiaries Financial Summary

=$ix months snded AR’ rated health care
June 30— =Flscal year ended Dec_ 3 sytivm medians

w02 wnn 1020 1019 02
Financial performance
Net patert reverse {5000s) €.546.322 11890650 11330800 11825.0) 4,409,085
Totat operstng ravenus ($000st TOBSACT  13EAT6T 1306802 31743703 5.319,00%
Total apermmng expentes (30003) 002,972 1XLAnLNI0 12469,31% 11385102 5141016
Oxgierafrg incorme ($0004) 14319 455,451 8,597 ¥nen! 18500
Opetatitg margn {1 603 a1 0l 2183 400
Het nonogeratog incume §$0300) 60.095 3h42 129 B6E)} 205956 310496
Facess incerns (J0001L) LFEYA LElATA] thE28 564857 FIEA L)
Eacess mantn {1} 129 T 0%} 113¢ G0
Operating EBIDA margan "4 19 LR 390 a2 &N
CRINA mangsn 1L} H17? 1064t 568 %58 1420
Met avalatile By dubn servns {$2005) 421478 1.500.10) T 1A 1340837 T3.8%3
MADS (300us) 22152 227500 2500 s [ pt T
WMADS vover ags (1) g f 5% 124 544 805
Ope1anung iease.ajusted coverage (x| rod 492 47 JBR LY D]
Liguldity and financis) fexibility
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Wotens Fieance Authboriy - Wiscomn Health oud Educanion Faoldities Attty Adevcate Ateroea Healrls, Himoes;

{.0; Systein
Tabile 2
Advocate Health Care Network and Subsidiaries Financial Summary {cont.)
~5ix months endsd ‘AA" rated hratth care
June 32— ~Fiscal year ended Dec. 31~ syilem medisns
0z 200 2020 2019 02

Excluded from unrestricted resarves, loag.-term debt, and contingent Habilities. MADS--Maximum annual debt sarvice,
MNR-—-Median nol reported N/A-Not applicable.

Credit Snapshot

* Group rating methodology status' The rating reflects our view of AAH's group credit profile and the obligated
group's core statua Accordingly, we rate the obligated group at the level of the AAH group credit profile

* Credit overview: AAH operates across northern lllinols and eastern Wisconsin with more than 25 acule cire
hospitols. more than 3,600 employed physicians, and numerous clinics and outpatient settings. The system also
includes nwo ACOs APP (a clinically imegrated network). and a joint venture insurance company in Wisconsin
with Anthem. AAH also includes long-term teaching affiliations with the University of Iflinois at Chicago Health
Sciences Center, Rosalind Franklin University, and Midwestern University. As part of these affiliations, AAH
rams about 600 residents in 31 residency programs

* Sell-liquidity raring The "A-1+" short-1erm component of the rating on the $T0 million series 201 LB windows
bonds and 330 million CP program reflects our view of the credit strength inberent in the "AA" long-term rating
on AAH's debt and the sufficiency of AAH's unrestricted reserves lo provide liguidity support for the bonds Our
Fund Ratings and Evaluations Group assesses the liquidity ol AAH's unrestricted investment porifolio o
determine the adequacy and availability of these funds to guarantec the timely purchase of the bords 1endered
in the event of 2 failed remarketing We monitor the liquidity and sufficiency of AAH's investmen: portfolia
monthly. AAH ideniified approximately $233 million of discounted assets as of June 30, 2021, 1o provide
self-hquidity The assets are Invested in highty 1ated money market funds, US. Treasuries, agencies,
investment-grade debt. speculative.grade debt, and domestic equitics, providing sufficient coverage in the event
of a fatled remarketing Management has estabhshed clear and detalled procedures 1o ensure the maintenance ol
sulficient asset coverage and to meet liquidity demands on a timely basis We monitor the liquidity and
sufficiency ol assets pledged by AAH on a monthly basis. [n addition. and as relates to the CP program.
management has & restriction of $200 miltion coming due within a seven-day period (although only $50 mullion
is outstndimg). but this may change depending on what management ends up using in that programy

Related Research

Through The ESG Lers 3.0 The intersection OF ESG Credn Facters And U'S Public Finance Credit Factors, Mach 2
2022

Ratings Detail (As Of September 19, 2022)

Advorate Aurora Health taxable hnds
Long Teree Rating AA/ Stable Mifirmed

SEFFEMBER 19, Jolr
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Hhsgens Finaswe Asethiry Wiscosin Health aed Fdwcaseon Facdities Authoreey Advocate Anvora Health, Wb
EF: System

Ratinpgs Detail (As Of September 19, 2022) (cont,}

Advocate Aurors Health Laxable comm pap nts ser 2019 did 0272572019 duc 0840172019
Shuort Tevm Ruting A-1t Afflrmed

Nlnois Finance Authority, [Hlinols

Advorate Autora tHealth, Nineis

Hlinois Finance Authonty {Advecate Aurara Health) rev bnds ronktd 0271272020 [Advocate Hith Care Netwiork)
Lorg Term Rating AA/Stable Alfirmed

Ihnals Finance Authonty (Advocate Aurara Health) rev bnds nmkid 1/15/2020 (Advocate Blth Care Network) ter 20084 1 did
04/23/2008 due 1140172030

L ong Trrm Rating AA/Stablke Affirmed
linngis Fin Auth {Advocate Aurora Health Credit Group) sy

Long Terrn Roling AN/ Stabbe Alfbried
Hltinois Fin Auth {Advocale Aurors Health Credit Group} VRO sys

Long Terrw Rating AAZA- 1+ /Sable Affirrmed
linois Fin Awth {Advocate Aurora Health Credit Group) VADO sys

Lowg Term Rutiag AASA1/S1able Affirned
litinult Fin Auth {Advocate Aurora Health Credst Group) VRDO syx

Long Term Rating AAZA-L+/Stable Alfirmed

Iltinois Htth Fac Auth, lilinots
Advocate Aurors Health, Hiknols
llinais Hith Fac Auth [Advocate Autora Health Credst Group) sys

Lomg Term Rating AA/Stable Affirmed
lllinois Hith Fac Auth [Advocate Autora Health Credit Group) 5vs
Lony Ternt Ruring AA/Stable Affirmed

Wiscontin Hith & Ed Fac Auth, Witconsin
Advocate Aurnsa Heath, Ilinnis
Wisconsin Hith & Ed Fac Auth

Long Term Reting AA/ Stable Alfiremed
Wisconsin Hith & Ed Fac Auth 1Advocate Aurord Health Credit Group) rev brds
Long Term Rating AA/Stabie Airmed
Wisconsin Hith & Ed Fac Auth {Advocaie Aurora Hcalth Credit Group) rev brds
Loug Termt Ranng AA/Stable AMfirmed
Wisconsh Hith & Ed Fac Auth (Advocate Aurwes Health Credit Group) rev bds
Long Term Ranng AA 7 Stable Alfirmed
r:“m;il;‘sm'h & Fd Fac unth [Advocate Awore Health) rev bads rmkad 1071972022 [(Advocate Aurara Health) ser 201068.1 duc
213530054
Lony teem Roting AN/ Stabde Alfirmed
Wisconsin Hith & Ed Fac Auth (Advocale Aurura Health) rev bods rmkted 4787202 | {Advocate Aurors Health)
Leag Trrm Rating AA/Stable Affirmed
Wiaconsin Hlth & E« Fac Auth [Advocare Aurora Health) rev bads (Advocare Hith Carr) sor 2018C-3
Lomg Term Rating AA/Stable Affirmed
Wizzonsin Hith & Ed Fac Auth (Advocate Auwrory Heslth) rev brds (Advocate bihib Care) ser 2018C-4
Long Term Rating AA/ Stable Affirmed
! KA QA P SEPTENRER B9, 2023 ju
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MooDy’s
INVESTORS SERVICE

Rating Action: Moody's revises outlook to stable on Advocate Aurora's
outstanding debt; Aa3 affirmed

18 Oct 2022

New York. Oclober 18, 2022 - Moody's Invesiors Sarvice has affirmed the Aad. Aa/WMIG 1, and AaVP-1
ratings assgned lo Advocate Aurora Heallth's [AAH) outstanding debl, which inchides the obligations of legacy
borrower, Aurcea Heatth Care, Inc., W1 The cutlook has been rawsed to stable from positiva. AAH had
approximalely $3.5 biion of deb! outstanding at fiscal year end 2021.

RATINGS RATIONALE

The ravision of tho outiook {o stable from positva refiacts Moody's view thal AAH's oparating cash flow (OCF)
margin will not likaly rebaild lo pre-COVID lavels, as snlicipated in fiscal 2023, following moderation u fiscal
2022, due to Isbor challenges and general inflation as woll as unavan volume recovery. Also, & return to pra-
pandemic levels of cporating cash flow was expected lo provide ongoing sirengthenmng in cash levels That
sad, days cash and cash o lotal deb! wil remain sohd with unrestricted cash and invastmenis largaly
sustained at curment lovels. The affimation of Lhe Aa3 reflocts AAH's scale and broad geographic reach,
cantralized govemance and IT model. and siifl sound balance sheet resources. which will suppo AANMS
operaling flaxiblity and efforls 1o rebuild margns. AAM's leading markel positions acioss two regions, business
tine breadih and strong finandial discipline will be integral 1o ongoing recovery as ihe syslem pursuas
transactional growth. Operating and balance sheet loverage will likety remain in Ine with paers. with
management expecting to maintain curront levels of debt and well-lunded frozen and highly bedged pension
plans.

The aflimation of the shor-lerm P-4 raling 1s supporlod by Moody's markel accoss cash liow approach to
longer-tarm vanable rale inslrumants and owr estimation of AAH's abilily 1o pay the purchase price of a
mandalory landar vhen dua al lhe ond of the mandatory tendar “window” 85 woll as AANS strong lquidily
postion. Thae P-1 rating reflects expectlations Lhal AAH will be able 1 access tha market gven its sirong
revanue bond rating and the system's frequency of markel parucipation Affirmation of the VMIG 1 reflects the
presence of slandby bond purchase agreernants and the creditworthiness of AAH

RATING OUTLOOK

Tha revision of the outlook (o slable from positiva reflacts our view that prolracted challenges will resull in
AAH's financial profde to remain sobd bul not in kne with a higher raling over the ouliook penod The oullook
atso sallacts the potential foc near lerm chalenges es AAH pursups fransactional growth

FACTORS THAT COULD LEAD TO AN UPGRADE OF THE RATINGS

- Relwrn lo and durabla pra-pandemic operaling cash llow margins

- Evidence thal oparating leverage as measured by dabi to cash flow will be sustained at or below 2 0 imes
- Ongoing improvemenl in cash 1o tota! debl and days cash

« Unenhanced ST rating. Nol applcable

- Ephanced ST rabng Not apphcabie

FACTORS THAT COULD LEAD TO A DOWNGRADE OF THE RATINGS

- Sustained decline in oparatng cash flow margin

- Meaningful deciine w1 days cash of cash o debl metrics

- Additionat debt resulling in matenial rise in laverage

- Ditutive acquisition or marger
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- Unenhanced ST raling: downgrade by Moody's of AAH's lang-lerm rating balow A2 or matarial adverse
changes to AAM's access 1o the capital markets

- Enhanced ST ratings. downgrade by Moody's of tha short-lermn Counterparly Risk Assessment of the banks
that provide the SBPAs or the long-lerm rating of AAH

LEGAL SECURITY

Undar the Master Trust Indenlure, issued in 2018, securily is a general, unsecured obligatinn of the obligated
group. There are no addibional indebledness tesls. The mambers of the obligated group under the Masler
Indenture are: Advacate Aurora Healh, Inc., Advocale Health Care Network, Advocale Health and Hospitals
Corporation, Advocate Sherman Hospital, Advocate North Sida Heallh Network, Advocats Condall Medical
Cenler, Aurora Medical Cenlter Bay Area, Inc., Aurora Health Care. Inc., Aurora Health Care Matro, Inc.,
Aurora Health Care Southem Lakes, Inc., Aurora Health Care Central, Inc. d/b/a Aurora Sheboygan Memorial
Medical Center, Aurora Madical Center of Washington County. Inc_, Aurora Heaith Care North, Inc. dibla
Aurora Medical Center Manitowoc County, Aurora Medical Center of Oshkosh, Inc.. Aurora Medical Group,
inc., Aurora Medical Center Grafton LLC. The MTI contains a substitution of notes provision.

PROFILE

Advacale Aurora Health, Inc. (AAH; §14 billion revenue in fiscal 2021}, provides a continuum of care through
its 24 aculs care hospals, an integrated children’s hospital and a psychiatnc hospital, which in total have
6,475 licensed beds. AAH also offers primary and specially physician sarvices with approximately 3,600
employed physicians, outpatient centers, pharmacy services, behavioral health care, rehabilitation, homa
health and hospice care in norlhern liEnois, easiern Wisconsin and the upper peninsula of Michigan.

METHODOLOGY

Tha principal methodalogy used in the long-term ratings was Not-For-Profit Healthcare published in Decembar
201B and available al hiips./ratings moodys comfapi/mc-documants/7 0886 . The principal methodology used
in the short-term undarlying rating was Short-term Dabl of US Stales. Municipalities and Nonprolits
Malhodology published in July 2020 and available al hilps /imlings. moodys comfapifimc-documents/67339 .
The principal methodalogy used in lhe short-term snhanced ratings was Variabla Rate Instrumenis Supporiad
by Condilional Liqusdity Faciliies published in March 2017 and available at htips /ratings.moodys com/api/rmc.
documenis/B8283. Allematively, please see the Rating Melhodoiogies page on hilps:iiratings moodys.com for
a copy of these methodologies.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumplions and sensitivity analysis. see the seclions
Methodology Assumptions and Sensitivily to Assumpbians in the disclosure form. Moody's Rating Symbots and
Definitions can be found on hilps./fratings moodys com/rating-definitans.

For ratings issuad on a program, serias, category/class of debl or sacurily this announcamenl| provides cerain
regulalory disciosures in ralation Lo each raling of a subssquenlly issued bond or nole of lha same serfes,
category/class of debl, security or pursuant o a program for which 1he ratings are derived exclusively from
axisting ratings in accordance with Moody's rating practices. For ratings issued on a suppost provider, this
announcemenl provides cerlain regulalory disclosures in retation lo the credit rating action on the support
provider and in relation lo each particular credd raling action for securities thatl darive their credit ratlings from
Lthe support provider's credil raling. For provisional ratings, this announcement provides certain regulatory
disclosuras in redation 1o the provisional rating assignad, and in relalian to a definitive rating that may be
assigned subsequent to Lhe final issuance of the dabt. m pach case where the ransaction structure and terms
have nol changed prioe to the assignmant of the definilive ratmg in a manner that would have affected the
ralting. For further information pleasa see he issuer/deal page for the respective issuer on

hitps Fratings moodys.com.

The ratings have been disclosed to the rated enlity or s designated agenlis) and issued with no amendmant
resutting froem that disclosure

Thase ratings are solicited. Please reler lo Moody's Policy for Designaling and Assigning Unsoliciled Credil
Ratings avaitable on #s website hitps firatings moodys.com

Requlatory disclosures contained in tus press release apply o the credit raling and, if epplicable, the relaled
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raling outlook or rating review,

Moody's general principles for assessing environmental, social and govemnance (ESG) risks in our credit
analysis can be found al hitps /iratings moodys comfdocumenl=/PBC_ 1288235

The Globa! Scale Credil Rating on this Credd Rating Announcement was issued by one of Moody's affiliates
oulside the EU and is endorsad by Moody's Deulschland Gmb, An der Walle 5. Frankfurt am Main 60322,
Germany, in accordance with A 4 paragraph 3 of the Regulabion (EC) No 1060/2008 on Credit Rating
Agencies. Further information on lhe EU endorsemant status and on tha Moody's office that issued tha credit
rating is available on hitps/ratings moodys com

The Global Scale Credit Raling on this Cradit Rating Announcement was issuad by one of Moody's affiliates
outside the UK and &5 endorsed by Moody's investors Servica Limiled, One Canada Square. Canary Whard,
London £14 5FA under the law applicable lo credil rating agencies in the UK. Furlher information on the UK
endorsement status and on the Moody's office that issued the credit rating & available on

hitps_ firatings moodys.com.

Please see https_ !/ratings mpodys.com for any updales on changes lo the lead rating analyst and to the
Moody's legal entity that has issued tha raling.

Please see the ssuerideal page on hilps:firatings. moodys.com for additiona! regutalory disclosures for each
credil raling

Beth Wexlar

Lead Analyst

PF Healthcare

Moody's Investors Servics, Inc.
7 World Trade Center

250 Graanwich Streal

New York 10007
JOURNALISTS: 1 212 553 0376
Chent Service: 1 212 553 16853

Susan Fitzgeraid

Additional Contact

Highe: Education
JOURNALISTS: 1212 553 0376
Clenl Service: 1 212 553 16853

Relaasing Office.

Moody's Invesiors Service, Inc.
250 Greanwich Sireet

New Yark, NY 10007

US.A

JOURNALISTS: 1 212 553 0376
Csenl Service: 1 212 553 1653

Moony’s
INVESTORS SERVICE

© 2022 Moody's Corporalion, Moody's invesias Service. Inc., Moody's Anatylies., Inc. andior theur licensors and
affifiates (collectively, “MOODY'S™). All rights reservad.

CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND
INFORMATION PUBLISHED BY MOODY'S (COLLECTIVELY, “PUBLICATIONS") MAY INCLUDE
SUCH CURRENT OPINIONS. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE
MOODY'S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE
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TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY'S CREDIT
RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS,
NON-CREDIT ASSESSMENTS (“ASSESSMENTS"}), AND OTHER OPINIONS INCLUDED IN
MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT.
MOODY'S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF
CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MQODY'S
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY'S CREDIT RATINGS, ASSESSMENTS,
OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR
FINANCIAL ADVICE, AND MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
OR HOLD PARTICULAR SECURITIES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS, ASSESSMENTS
AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE,
HOLDING, OR SALE.

MOOQDY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY RETAIL INVESTORS AND 17 WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF iN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED. FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART. IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOOQDY'S PRIOR WRITTEN CONSENT

MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR
REGULATORY PURFOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
BEING CONSIDERED A BENCHMARK.

All nformation contained herein is cbtained by MOODY'S from sources believed by il to be accurate and
reliable. Bacause of the possibility of hiuman or machanscal eror as well as other faclors. howaver, al
inforration conlained herain is provided “AS IS™ without warranty of any kind. MOODY'S adop!s all necassary
measures 50 that the information it uses in assigning a credil raling is of sufficient quality and from sources
MOQDY'S considers to ba reliable including, when approprate, indepandent (hird-parly sources. However,
MOODY'S is not an auditor and cannat in every inslance independently varily or validate information received
in the raling progcess of in praparing its Publications.

To the exlent permitied by law, MOODY'S and is directors, officers, emplayees, agents, represenlalives.
hoansors and suppliers disclaim kabilily to any person oc entity for any indiract, spacial, consaquential, or
incidenlal losses or damages whatsoever arising from o in connection with the information contained herein or
the uze of or inability to use any such information. even if MOODY'S or any of is diraclors, officers, employees,
agenis, represantatives, Boansors or suppliars is advised in advance of the possibiity of such losses or
damagas, including but nol limitad to. {a) any loss of present or prospactive profits or (b} any loss or damage
arising whaere the relavant financial instrumeant is not the subject of a particular credit raling assigned by
MOCDY'S.

To lhe exlent permitted by law, MOODY'S and its direclors, officers, employees. agents, representatives.
licensors and suppliars disclaim Bability for any drect or compensatory losses or damages caused 1o any
person or entity, including but not limited to by any negligence [but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubl, by law cannol be excludad) on the part of, or any
canlingancy within or beyond the contral of, MOODY'S or any of its diractors. officers, employees, agents.
rapresentalives. licensors or suppliers, arising from or in connaction wilh the information contained herein or the
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usa of or inabilily to uss any such information.

NO WARRANTY, EXPRESS OR IMPLIED. AS TO THE ACCURACY. TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING,
ASSESSMENT. OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY' S IN ANY FORM OR
MANNER WHATSOEVER.

Moady’s Investors Sarvice, Inc.. a wholly-owned cradit rating agency subsidiary of Moady's Corporation
(‘MCO"). hereby disclosas thal mos! issusrs of dabt securilies (including corporate and municipal bonds,
debentures, notes and commercial paper} and prelerred stock rated by Moody's Investors Service, Inc. have,
prior to assignmeant of any credil raling. agread to pay to Moody's Inveslors Service, Inc. for credil ralings
opinions and services rendered by it fees ranging from $1.000 Lo approximately $5.000,000. MCO and Moody's
investors Service also maintain policies and procedures to addrass the ndepandence of Moody's Investors
Service cradit ralings and credit rating procasses. information regarding certain affiiations lhal may exist
betwean directors of MCO and rated enlilies, and between antities who hold credil ratings from Moady's
Invesiors Service and have also publicly reported 10 the SEC an ownership interest in MCO of more than 5%. is
posted annualy atl www neoodys com under Lhe haading “Investor Relations — Corporate Govemance —
Direclor and Sharmeholder Affiliation Policy.”

Additional terms for Australia only: Any publicalion inlo Australia of this document is pursuant Lo the Ausiralian
Financial Services Licanse of MOODY'S affisale, Moody's Investors Sarvice Ply Limited ABN 61 003 399
657AFSL 336969 and/ov Moody's Analytics Ausiralia Pty Lid ABN 94 105 138 972 AFSL 383589 (as
applicable). This document is intended to be provided anly e "wholesale clients” within the meaning of section
761G of the Corporations Act 2001. By continuing Lo access this document from within Australia, you represent
o MOODY'S that you ars, or are accessing the document as a represenlative of. a “wholesale client” and that
neither you nor Lhe enlity you represent will directly or indireclly disseminale this document or ils conlents lo
“retail chants™ within the meaning of section 761G of tha Corporations Act 2001, MOODY'S cradit raling is an
apinion as lo the creditworthiness of a debl obligation of the issuer, nol on the equily securities of the Esuer or
any form of securily thal i available to retail inveslors

Addiional larms for Japan only: Moody's Japan K K. (‘MJKK")1s a wholly-owned credit rating agency subsidiary
of Moody's Group tapan G K . which is wholly-owned by Moody's Overseas Haldings Inc.. a wholly-owned
subsidiary of MCO. Moody's SF Japan K.K. {MSF I} is a wholly-ownad credit rating agency subsidiary of
MJKK. MSFJ is nol a Nationally Recognized Statistical Rating Organization ("NRSRO"). Therefore, cradil
ralings assigned by MSF.J) are Non-NRSRO Cradit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is nol a NRSRO and, cansequently, the rated obligation will not qualify lor certain lypes of trealment
under U.S. laws. MJKK and MSFJ are credil ratng agencies registered with the Japan Financial Services
Agency and their registralion numbers are FSA Commissioner (Ratings) No. 2 and 3 raspeclively.

MJIKK or MSFJ (as appbcable) hersby disclose thal mosl issuers of debt securities {including corporate and
municipal bonds, debenturas, noles and commencial paper) and prelerred slock rated by MUKK or MSFJ (as
applicable) have, prior 1o assignment of any credil rating, agreed o pay lo MJKK or MSFJ (as applicable) lor
cradil ralings opinions and servicas rendered by & lees ranging from JPY 100,000 lo approx:mately
JPY5506.000,000.

MUK and MSFJ atso maintain policies and procedires 1o address Japanese regutatory requiremants.
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N/A, Advocate Aurora Health, Inc has a AA long-term bond rating from Fitch and Standard & Poors. Advocate
Aurora Health, Inc has an Aa3 long-term bond rating from Moody's.

SECTION VII. 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.

Einancial Viability Waiver

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

5. “A" Bond rating or better

6. Allthe project’s capital expenditures are completely funded through internal sources

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

8. The applicant provides a third-party surety bond or perfarmance bond letter of credit from an A rated
guarantor.

See Section 1120.130 Financial Waiver for information to be provided

APPEND DOCUMENTATION AS ATTACHMENT 35, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
APPLICATION FORM.

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

Historical Projected
3 Years

Enter Historical and/or Projected Years:

Current Ratio

Net Margin Percentage

Percent Debt to Tota! 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 default.

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

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

A) A portion or all 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 convered to cash or
used to retire debt within a 60-day period.

B. Conditions of Debt Financing

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

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

2) That the selected form of debt financing will not be at the lowest net cost
available but is more advantagecus 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:
3. 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).
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COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE
A B C D E F G H
Department Total
{List befow) Cost/Square Foot Gross Sq. Ft. Gross Sq. Ft. Const. § Mod. $ Cost
New Mod. New Circ.* | Mod. Circ.” {A x C) {Bx E} (G+H)
Contingency
TOTALS
* Include the percentage (%) of space for circulation

D. Projected Operating Costs

F. Total Effect of the Project on Capital Costs

The applicant shall pravide 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.

The applicant shall provide the total projected annual capital costs (in current dollars per

equivalent patient day) for the first full fiscal year at target utilization but no more than two years
following project completion.

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

See Attachment #37, Exhibit 1, 2 and 3.

The AGC (Association of General Construction's 2022 Construction Inflation Report is provided in the

Appendix.
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February 27, 2023

Mr. John Kniery

Administrator

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

Springfield, lllinois 62761

Re: Advocate Health and Hospitals Corporation d/b/a Advocate Medical Group

Dear Mr. Kniery:

This letter is to attest to the fact that the selected form of debt financing for the purpose
of the Advocate Outpatient Center ~ Hoffman Estates will be the lowest net cost available, or if
a more costly form of financing is selected, that form is more advantageous due to such terns as
prepayment privileges, no required mortgages, access to additional debt, term financing costs
and other factors.

Respectfully,

i :
,—¥ﬂ- Lf\“’“‘-ﬂ
Jon Kluge
Chief Operating Officer
Senior Vice President
Advocate Aurora Medical Group

o

Subscribed and sworn to me
This &7 day of Tebrua s 2023

JODY HEIDEN

) Notary Public
&ﬁ_@ M State of Wisconsin
3\ e T -

Notw Pt\lbl}c

\r\\.: erede HedilavnTel wasss ?AILF" 12N A-Ll—.r::’imwm"ﬂ- 231 ?Lh\bt“" \
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Cost & Gross Square Feet by Department

Dept. / Area A B C D E F G H

Cost/ Sq. Gross Sq. Ft. Gross Sq. Ft. | Const. $ Mod. | Total Cost

Ft. $ (G+H)

New | Mod | New Circ.* | Mod | Circ.* | AxC BxE | (G+H)
Clinical
Gen, Radiclogy (1 room) $987 894 0% $882,434 $882,434
Mammography (1 room) $831 278 0% $230,943 $230,943
Ultrasound — General {1 room) $752 363 0% $273,111 $273,111
Ultrasound - OB/Gyn (1 room) $748 203 0% $151,786 $151,786
mgfician Exam Procedure rms (43 $725 5926 | 0% $4.209 221 $4,099,22°
NST (1 Room) $707 164 0% $115,965 $115,965
:fo(gg:?m OGS $724 713 0% $516,230 $516,230
Well Lab (1 room, 3 bays) $720 859 30% $618,287 $618,287
Physical Therapy (1 gym, 6 rooms) $708 1,981 10% $1,402,629 $1,402,62¢
Total Clinical 11,381 $8,490,60t
Clinical Contingency $432,611
Zzt:t'i l::;z:z;l Reviewable + $8,490,60¢
Non-Clinical
gﬁﬁgﬁ;;gﬁgfgﬁ”’ Staff Support, $725 24,229 | 58% $28,717,695 $16,647,5¢
Total Non-Clinical 24,229 $16,647,5¢
Non-Clinical Contingency $920,984
Total Non-Clinical + Contingency $21,132,2¢
Total $24,705,5¢
Contingency $1,353,59¢
Total + Contingency $26,059,57
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The Advocate Outpatient Center Hoffman Estates construction costs include premiums
that are above typical New Construction Business Occupancy Classification. A higher
cost per Square Feet (SF) is attributed to the following factors:

1. Clinical Reviewable costs consist of only of 1 Radiology Room, 2 Ultrasound
Rooms, and 1 Mammography Room (net 1,738SF) compared to the overall 35,6 10SF
facility. These clinical services are well below lllinois State Standard square footages,
making these spaces as efficient as possible. This results in a higher cost per square
footage as it compares to the overall facility cost per square foot.

2. Imaging Rooms have special construction required to make the surrounding
rooms safe from radiation. Higher $/SF is attributed to lead shielding, infrastructure
requirements (i.e., Humidifiers, additional structural support for ceiling-mounted
equipment), and other imaging-specific equipment requirements.

3. Advocate Health's sustainability goals include striving to be net zero carbon and
use 100% renewable electricity. Infrastructure for photovoltaic panels and for electric
vehicular charging stations supporting these goals require first cost investment of
approximately $300,000.

4, A positive patient experience is at the forefront of why certain features are
included in the project cost. Real Time Location Software (RTLS) allows patients to be
assigned to a room immediately and improve through-put which assists in maintaining
appointments on time and duration. Costs for this software along with interior design
wayfinding cues equal roughly $400,000.

5. Construction escalation is at an all-time high. Current contractor pricing indicates
that bid price escalation is approximately 37% averaged across the various trades since
Q3 2020, well above the typical 3%. Current pricing reflects an Output-based / bid price
indices whereas, it is our understanding that RS Means indexing accounts for Cost
Inputs of labor and material. As outlined in the second graph below, there is a gap
between QOutput-based and Cost Input based costs of 17.6% in March 2023.
Government stimulus and low interest rates spurred high demand, increased
construction volume, and forced market prices up. The pandemic related supply chain
problems resulted in demand far exceeding supply that have not yet improved today.

Advocate Hoffman Estates MOB Attachment 37, Exhibit 2
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Bid Prices - New Nonresidential Conslruction
Absolute Change [Escalation) in Producer Price Indices (PPIL|

Feem

WY

i

37%
increase

R

B Butd3u.cd Labor Sathlles, proter prag indive. wae b gov/op

Cost vs. Bid Prices - New Nonresidentis) Construction
Year over Yedr Change in Producer Price Indices (P#is

e

The due diligence report indicated unsuitable soils and/or undocumented soils in the

area where the buiiding will be optimally located. Excess soil haul off as well as site

improvements for a larger than site resulted in the exceeding the State of lllinois
threshold for sitework costs by over $300,000.
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D. Projected Operating Cost per Equivalent Pt Day in Year 2

E. Impact of Project on Capital Costs in Year 2

Projected Operating Costs

Cost Per Visit in Year 2

Operating Expense per
Visit

$209.57

Impact of Project on Capital Costs

Cost Per Visit in Year 2

Annual Capital Costs per
Visit

$45.73
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SECTION X. SAFETY NET IMPACT STATEMENT

SAFETY NET IMPACT STATEMENT that describes all the following must be submitied 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, 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 discontinuaticn of a facility or service might impact the remaining safety net providers in a given
community, if reasonably known by the applicant.
Safety Net Impact Statements shall also include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the amount of charity care provided
by the applicant. The amount calculated by hospital applicants shall be in accordance with the reporting
requirements for charity care reporting in the lilinois 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 lllinois Department of Public Health regarding “Inpatients and
Cutpatients Served by Payor Source” and "Inpatient and Qutpatient 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 1o 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
Outpatient
Total
MEDICAID
Medicaid (# of patients) Year Year Year
Inpatient
Qutpatient
Total
Medicaid (revenue)
Inpatient
Outpatient
Total
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APPEND DOCUMENTYATION AS ATTACHMENT 38, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF
THE APPLICATION FORM.

Not applicable - not required for Non-substantive projects
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SECTION X. CHARITY CARE INFORMATION

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. I the applicant owns or operates one or more facilities, the reporting shall be for each individual

facility located in lilinois. 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.

See Attachment 39, Exhibit 1
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CHARITY CARE :
2019 2020 2021
Net Patient Revenue $4,526,518,372 $ 4,328,346,158 $ 4,891,752,006
Amount of Charity Care (charges) $ 416,789,717 $ 190,768,385 $ 342,625,287
Cost of Charity Care $ 99,758,960 $ 50,107,969 $ 76,109,520

Source: Advocate Aurora Hospital records
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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 Facilities & Services Review Board
(HFSRB) must determine if the site of the CRITICAL FACILITY, as defined in EO 5, is in a mapped
floodplain (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.

4. Applicant: _Advocate Health and Hospitals Corporation d/b/a Advocate Medical Group

(Name)
3075 Highland Parkway  Downers Grove lilinois 60515 847-842-4002
(Address) (City) (State) (Zip code) (Telephone Number)
Project Location 4847 Hoffman Estates Boulevard, Hoffman Estates IL
(Address) (City) (State)
Cook Barrington 33
(County) {Township) (Section)

5. You can create a small map of your site showing the FEMA floodplain mapping using the FEMA
Map Service Center website (https://msc.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

1~

Viewer tab above the map. You can print a copy of the floodplain map by selecting the G

icon in the top corner of the page. Select the pin tool icon v and place a pin on your site. Print
a FIRMETTE size image.

If there is no digital floodplain map available select the View/Print FIRM icon above the aerial
photo. You will then need to use the Zoom tools provided to 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? Yes___ No_X ?

If you are unable to determine if the site is in the mapped floodplain or 500-year floodplain, 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 Panel Number: Effective Date:
Name of Official: Title:
Business/Agency: Address:
{City) (Stéﬁe) " (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 floodplain as designated on the map noted above. It does not constitute a guarantee that
the property will or will not be flooded or be subject to local drainage problems.
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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
i 1 | Applicant Identification including Certificate of Goed Standing | 31-36
2 | Site Ownership ) | 37-58
3 | Persons with 5 percent or greater interest in the licensee must be
| identified with the % of ownership. 59-64 |
4 | Organizational Relationships (Crganizational Chart) Certificate of
| Good Standing Etc. | 65-67
5 | Flood Plain Requiremenis | 68-69
6 | Historic Preservation Act Requirements | 70-81
7 | Project and Sources of Funds Itemization | 82-93
8 | Financial Commitment Document if required 194
9 | Cost Space Requirements 195
10 | Discontinuation I NA
11 | Background of the Applicant | 96-103
12 | Purpose of the Project | 104-109
13 | Alternatives 1o the Project [ 110-112 |
14 | Size of the Project [ 113115 |
15 | Project Service Utilization | 116-117 |
16 | Unfinished or Shelf Space 1 118
17 | Assurances for Unfinished/Shell Space 1119
| Service Specific: 1
19 | Medical Surgical Pediatrics, Obstetrics, ICU i NA
20 | Comprehensive Physical Rehabilitation | NA
21 | Acute Mental lliness | NA
22 | Open Heart Surgery | NA
i 23 | Cardiac Catheterization | NA
24 | In-Center Hemodialysis - NA
25 | Non-Hospital Based Ambulatory Surgery NA
26 | Selected Organ Transplantation NA
27 | Kidney Transplantation NA
28 | Subacute Care Hospital Model | NA i}
29 | Community-Based Residential Rehabilitation Center | NA
30 | Long Term Acute Care Hospital | NA
31 | Clinical Service Areas Other than Categories of Service | 120-123
32 | Freeslanding Emergency Center Medical Services | NA
33 | Birth Center | NA
i | Financial and Economic Feasibility: ]
34 | Availability of Funds | 124-153
35 | Financial Waiver | 154
36 | Financial Viability | 154
37 | Economic Feasibility | 155-161
38 | Safety Net Impact Statement | 162-163
39 | Charity Care Information | 164-165
| Flood Plain Information | 166
| Index of Attachments | 167
Appendix 168+
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APPENDIX
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Ernst & Young LLP Tel: +1 312 879 2000
15% North wacker Brive Fax: +1 312 879 4000

Chicago, IL 60606-1787 ey.com
Building a better
working world

Report of Independent Auditors

The Board of Directors
Advocaie Health, Inc.

Opinion

We have audited the consolidated financial statements of Advocate Aurora Health, (nc. (the
Organization), which comprise the consolidated balance sheets as of December 31, 2022 and 2021,
and the related consolidated statements of operations and changes in net assets, and cash flows for
the years then ended, and the related notes {colleclively referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Organization at December 31, 2022 and 2021, and the results of its operations
and its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation and maintenance of internal control relevant fo the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud or
error,

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the Organization’s ability to
continue as a going concern for one year after the date that the financial statements are issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free of material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resuiting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the ovemide of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we
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« Exercise professional judgment and maintain professional skepticism throughout the audit

+ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

« Obtain an understanding of internal control relevant to the audit 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 Organization’s internal control. Accordingly, no such
opinion is expressed.

« Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

o Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Organization’s ability to continue as a
going concern for a reasonable period of time.

We are required 1o communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Other information

Management is responsible for the other information, The other information comprises the Condensed
Consolidated Financial Statements and Other Information but does not include the financial statements
and our auditor’s report thereen. Our opinion on the financial statements does not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
financial statements, or the other information otherwise appears to be materially misstated. If, based on
the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

Eanet ¥ MLLP
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ADVOCATE AURORA HEALTH, INC.
CONSOLIDATED BALANCE SHEETS

#23-028

{in thousands)
December 31, 2022 December 31, 2021

Assets
Current assets

Cash and cash equivalents 5 372898 5 703,725

Assets limited as to use 153,557 139,742

Patient accounts receivable 1,796,499 1,816,705

Other current assets 534,604 706,253

Third-party payors receivables 23,400 22,154

Collateral proceeds under securities lending program 17,402 18,550

Total current assets 3,298,360 3,407,129

Assets limited as to use 10,981,192 12,394,605
Property and equipment, net 5,971,542 5,943,011
Other assets

Reinsurance receivable 116,786 42,100

Goodwill and intangible assets, net 476,564 271,178

Investments in unconsolidated entities 216,176 259,127

Operating lease right-of-use assets 305,311 283,398

Other noncurrent assets 512,339 538,013

Total other assets 1,627,176 1,393,816

Total assets s 21,878,270 § 23,138,561

[Continued)



ADVOCATE AURORA HEALTH, INC,
CONSOLIDATED BALANCE SHEETS

{in thousands)

#23-028

Curreant liabilities
Long-term debt and commercial paper, current portion
Long-term debt subject to short-term financing arrangements
Operating lease liabilities, current portion
Accrued salaries and employee benefits
Accounts payable and other accrued liabilities
Third-party payors payables
Accrued insurance and claims costs, current portion
Collateral under securities lending program
Total current liabilities

Moncurrent liabilities
Long-term debt, less current portion
Operating lease liabilities, less current portion
Actrued insurance and claims cost, less current portion
Actrued losses subject to insurance recovery
Obligations under swap agreements
Cther noncurrent liabilities
Total noncurrent liabilities

Total liabilities

Net assets
Without donor restrictions
Controlling interest
Noncontroling interests in subsidiaries
Total net assets without donor restrictions
With donor restrictions
Total net assets

Total liabiities and net assets

See accompanying notes to consolidated financial statements.

December 31, 2022 December 31, 2021
-1 101,204 $ 96,185
165,035 166,350
73,026 68,247
1,165,861 1,256,458
1,111,552 1,562,083
357,177 354,186
204,592 151,230
17,402 18,550
3,195,849 3,713,295
3,255,423 3,298,508
276,116 248,062
634,468 615,576
116,786 42,100
29,514 91,217
922,567 798,824
5,234,874 5,094,287
8,430,723 8,807,582
13,037,580 13,911 862
171,751 167,440
13,209,371 14,079,302
238,176 251,677
13,447,547 14,330,979
$ 21,878,270 § 23,138,561




ADVOCATE AURORA HEALTH, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS

(in thousands)

#23-028

Revenue
Patient service revenue
Capitation revenue
Other revenue
Total revenue

Expenses
Salaries, wages and benefits
Supplies, purchased services and other
Contracted medical services
Depreciation and amortization
Interest
Total expenses

Operating income before nonrecurring expenses

Nonrecurring expenses

Operating (loss) income

Nonoperating (loss) income
Investment {loss) income, net
Loss on debt refinancing
Change in fair value of interest rate swaps
Other nonoperating {loss) income, net
Total nonoperating {loss) income, net

Revenue {less than) in excess of expenses
Less income attributable to noncontrolling interests

Revenue (less than) in excess of expenses - attributable to controlling interest

Year Ended Year Ended
December 31, 2022 December 31, 2021
$ 12,065,771 § 11,702,581
1,197,327 1,196,109
1,281,148 1,163,442
14,544,246 14,062,133
8,560,787 7,665,848
4,735,148 4,530,877
518,834 564,586
598,706 563,409
118,319 106,101
14,532,794 13,430,821
11,452 631,311
35,339 37,759
(23,887) 593,552
(723,225) 1,303,546
(33) (14,468)
61,703 27,403
{20,266) 12,220
{681,821} 1,328,701
{705,708) 1,922,253
(45,124) {73,130)
(750,832) $ 1,849,123
{Continued}



#23-028

ADVOCATE AURORA HEALTH, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS
{in thousands)

Year Ended Year Ended
December 31, 2022 December 31, 2021

Net assets without donor restrictions, controlling interest

Revenue {less than) in excess of expenses - attributable to controlling interest s {750,832) $ 1,849,123
Pension-related changes other than net periodic pension costs {133,071} 48,236
Net assets released from restrictions for purchase of property and equipment 4,15% 9,709
Other, net 5,462 {7.925)
(Decrease) increase in net assets without donor restrictions, contralling interest {874,282) 1,899,143

Net assets without donor restrictions, noncontrolling interests

Revenues in excess of expenses 45,124 73,130
Distributions to noncontrolling interests {40,773) {60,335)
Increase in net assets without donor restrictions, nancontroliing interests 4,351 12,795

Net assets with donor restrictions

Contributions 11,702 18,693
Investment (loss) income, net {8,261} 21,106
Net assets released from restrictions for operations (12,760} (11,102)
Net assets raleased from restrictions for purchase of property and eguipment {3,864) (9,709)
Other, net [318) 9
[Decrease) increase in net assets with donor restrictions {13,501) 18,997
{Decrease) increase in net assets {883,432) 1,920,935
Net assets at beginning of period 14,330,979 12,400,044
Net assets at end of period s 13,447,547 § 14,330,979

See accompanying notes to consolidated financial statements.
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ADVOCATE AURORA HEALTH, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
{in thousands)

Year Ended Year Ended
December 31, 2022 December 31, 2021
Cash flows from operating activities
{Decrease) Increase in net assets S (883,432} § 1,930,935
Adjustments to reconcile change in net assets to net cash provided by operating
activities:
Depreciation, armortization and accretion 590,030 555,983
Amortization of aperating lease right-of-use assets 64,119 79,398
Loss on debt refinancing 33 14,468
Loss (gain) on sale of property and equipment 836 {13,117)
Change in fair value of swap agreements (61,703) {27,403)
Pension-related changes other than net periodic pension cost 133,071 {48,236)
Net assets released from restrictions for operations (12,760) {11,102)
Distribution to noncontrolling interests 46,809 60,335
Distributions from unconsclidated entities 35,746 11,442
Changes in operating assets and liabilities
Trading securities, net 1,423,034 (1,330,868}
Patient accounts receivable 20,300 (245,966)
Accounts payable and accrued fiabilities {707,054) {56,718)
Third-party payors receivables and payables, net 1,745 30,163
Other assets and liabilities, net {83,489) (342,705)
Net cash provided by operating activities 567,285 606,609
Cash flows from investing activities
Capital expendtures {498,759) (570,166)
Proceeds from sale of property and equipment 3,814 2,019
{Purchases) sales of investments designated as non-trading, net (303) 4
Investments in unconsolidated entities, net {18,569) (38,021)
Acquisition of Senior Helpers, net of cash acquired {183,672}
Acquisition of MobileHelp, net of cash acquired [286,133) -
Other {7,896) {2,879)
Net cash used in investing activities {807,846) {792,715)
Cash flows from financing activities
Proceeds from issuance of debt — 182,157
Repayments of long-term debt {46,898) {231,668)
Distribution to noncontrolling interests {46,809) {60,335)
Proceeds from restricted contributions and income on investments 3,441 39,799
Net cash used in financing activities (90,266) {70,047)
Net decrease in cash and cash equivalents (330,827) {256,153)
Cash and cash equivalents at beginning of period 703,725 959,878
Cash and cash equivalents at end of period 372,898 § 703,725
Supplemental disclosures of noncash information
Operating lease right-of-use assets in exchange for new operating lease hiabilities 105,805 $ 46,016

See accompanying notes to consolidated financial statements.
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ADVOCATE AURORA HEALTH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2022
(dotlars in thousands)

ORGANIZATION AND BASIS OF PRESENTATION
Description of Business

Advocate Aurora Health, Inc., a Delaware nonprofit corporation (the “Parent Corporation”), owns and
operates primarily not-for-profit healthcare facilities in lllinois and Wisconsin. The Parent Corporation
is the sole corporate member of Advocate Health Care Network, an Illinois not-for-profit corporation
{“Advocate”) and Aurora Health Care, Inc., a Wisconsin nonstock not-for-profit corporation (“Aurora”).
The Parent Corporation, Advocate, Aurora and their controlled subsidiaries are collectively referred to
herein as the “System.” The System was formed in furtherance of the parties’ common and unifying
charitable health care mission to promote and improve the quality and expand the scope and
accessibility of affordable health care and health care-related services for the communities they serve,

Effective December 2022, the System and Atrium Health, Inc, a North Carolina not-for-profit
corporation, (“"Atrium”) entered into a joint operating agreement pursuant to which they created
Advocate Health, inc. ("Advocate Health"), a Delaware nonprofit corporation, to manage and oversee
an integrated health care delivery and academic system that will focus on meeting patients’ needs by
redefining how, when and where care is delivered. The System and Atrium are the two corporate
members of Advocate Health. The System maintains its separate legal existence and no sale, transfer
or other conveyance of assets or assumption of debt and liabilities occurred in connection with the
formation of Advocate Health.

The System provides a continuum of care through its 25 acute care hospitals, an integrated children’s
hospital, a psychiatric hospital, primary and specialty physician services, outpatient centers, physician
office buildings, pharmacies, rehabilitation and home health and hospice care in northern lllinois and
eastern Wisconsin,

Principles of Consolidation

tncluded in the System’s consolidated financial statements are all of its wholly owned or controlled
subsidiaries. All significant intercompany transactions have been eliminated in consolidation.

. SIGNIFICANT EVENTS

Due to the COVID-19 pandemic, the behavior of businesses and people globally was altered in a
manner that had a negative impact on global and local economies including significant investment
market volatility, various temporary business closures resulting in increased unemployment and other
effects which have and could continue to result in supply disruptions, lower collections on patient
accounts receivable and/or decisions to defer medical treatments at the Syster’s facilities.

The continuing and total impact of the COVID-19 pandemic on the System is difficult to predict and
could adversely impact the business, investment portfolio, financial condition or results of operations
and, accordingly, may have a material adverse impact on the financial condition of the System. The
System continues to monitor liguidity and cash flow and has taken, and continues to take, steps to
protect its fiscal health, including a focus on maintaining liquidity to meet its obligations. In addition,
the System applied for certain COVID-19 related resources, including supplies, financial support,
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payroll tax deferrals and relief and other assistance made available through local, state and federal
governments.

The System received $1,113 and $34,354 for the years ended December 31, 2022 and 2021,
respectively in grant payments from the U.S. Department of Health and Human Services from the
Provider Relief Fund established under the Coronavirus Aid, Relief and Economic Security Act ("CARES
Act”), which has been recognized as revenue and included in other operating revenue within the
accompanying consolidated statement of operations and changes in net assets. Payments from the
Provider Relief Fund are intended to cover unreimbursed healthcare related expenses and lost revenue
from patient care attributed to COVID-19 and are not required to be repaid provided the recipient
attests to and complies with the terms and conditions of the grant funds. Management of the System
believes the System is in compliance with the terms and conditions of the Provider Relief Fund
distributions and will continue to monitor compliance. The CARES Act also entitled eligible employers
to an employee retention tax credit designed to encourage employers to keep employees on their
payroll. The refundable tax credit is limited to 50% of up to $10 in qualified wages paid to each
employee by an eligible employer whose business had been financially impacted by COVID-19. The
System recognized $37,060 for the year ended December 31, 2020 for the employee retention tax
credit, this amount is included as a receivable that is included in other current assets in the
accompanying consolidated balance sheets as of December 31, 2022 and December 31, 2021. The
recognition of the COVID-19 support falls under the grant accounting guidance of accounting principles
generally accepted in the United States. This guidance requires all significant terms and conditions to
have been met for recognition to occur. Management of the System will continue to monitor
compliance with the terms and conditions of the CARES Act grant funds and the impact of the
pandemic on the System’s revenues and expenses.

In addition, the System received $773,000 for the vear ended December 31, 2020 from the Centers for
Medicare and Medicaid Services (“CMS”) as an advance payment for Medicare services. The funds
were provided through the expansion of the Medicare Accelerated and Advance Payment Program to
ensure providers and suppliers had the resources needed to combat the COVID-19 pandemic. The
advances are being recouped by withholding future Medicare fee-for-service payments for claims until
the full accelerated payment has been recouped, unless the System elects to repay the advances prior
to full recoupment. Subsequent to the twenty-nine month recoupment periocd any unpaid remaining
balance is subject to an interest charge of 4 percent per annum. For the years ended December 31,
2022 and 2021, CMS payments of approximately $505,000 and $257,000 were recouped, respectively.
Medicare accelerated and advance payments of approximately 511,000 and $516,000 are included in
accounts payable and other accrued liabilities within the accompanying consolidated balance sheets at
December 31, 2022 and December 31, 2021, respectively. The CARES Act also permitted employers to
defer the employer portion of social security taxes through December 31, 2020. Employers were
required to remit one-half of the amount deferred by December 31, 2021 and the remaining half by
December 31, 2022. During 2020 the System deferred approximately $215,000 of these taxes and
approximately $107,500 were remitted during 2021 and the remaining amount was remitted during
2022 to fulfill this payment obligation. At December 31, 2022 and December 31, 2021, 50 and
approximately $107,500, respectively is included in accrued salaries and employee benefits within the
accompanying consolidated balance sheets.

The System was awarded approximately $17,700 in Federal American Rescue Plan Act funds by the
Illinois Department of Healthcare and Family Services. These funds were meant to cover premium pay
and payroll and benefit expenses for employees who spent time mitigating or responding to COVID-19
from March 2021 through June 2022. The System recognized 512,800 and 54,900 for the years ended
December 31, 2022 and 2021, respectively as revenue that is included in other operating revenue
within the accompanying consolidated statement of operations and changes in net assets.
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The System was awarded approximately $36,000 in Federal Emergency Management Agency funds to
reimburse the System for personal protective equipment used during the COVID-19 pandemic. For the
year ended December 31, 2022, the entirety of these funds were recognized as revenue and included
in other operating revenue within the accompanying consolidated statement of operations and
changes in net assets,

On April 1, 2021, the System purchased the stock of SH Corporate Company, Inc. and SHF Acquisition
Company, Inc. (collectively “Senior Helpers”) for $183,672, net of cash acquired, to further the
System's strategy.

On April 1, 2022, the System purchased MobileHelp Group Holdings, LLC {“MobileHelp”) for $286,133,
net of cash acquired, to further the System's strategy.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of the consolidated financial statements in conformity with accounting principles
generally accepted in the United States ("GAAP") requires management to make estimates,
assumptions and judgments that affect the reported amounts of assets, liabilities and amounts
disclosed in the notes to the consolidated financial statements at the date of the consolidated financial
statements. Estimates also affect the reported amounts of revenue and expenses during the reporting
period. Although estimates are considered to be fairly stated at the time made, actual results could
differ materially from those estimates.

Cash Equivalents

The System considers all highly liquid investments with a maturity of three months or less when
purchased, other than those included in the investment portfolio, to be cash equivalents.

Investments

The System has designated substantially alt of its investments as trading. lnvestments in debt and
equity securities with readily determinable fair values are measured at fair value using quoted market
prices or otherwise observable inputs. Investments in private equity limited partnerships and derivative
products (hedge funds) are reported at fair value using net asset value as a practical expedient.
Commingled funds are carried at fair value based on other observable inputs. Investment income or
loss (including realized gains and losses, interest, dividends and unrealized gains and losses) is included
in the nonoperating section of the accompanying consolidated statements of operations and changes in
net assets, unless the income or loss is restricted by donor or law or is related to assets designated for
self-insurance programs. Investment income on self-insurance trust funds is reported in other revenue
in the accompanying consolidated statements of operations and changes in net assets. Investment
income or loss that is restricted by donor or law is reported as a change in net assets with donor
restrictions.

Assets Limited as to Use

Assets limited as to use consist of investments set aside by the System for future capital improvements
and certain medical education and other health care programs. The System retains control of these
investments and may, at its discretion, subsequently use them for other purposes. Additionally, assets
limited as to use include investments held by trustees or in trust under debt agreements, self-insurance
trusts, assets held in reinsurance trust accounts and donor-restricted funds.
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Patient Service Revenue and Accounts Receivable

Patient service revenue is reported at the amount that reflects the consideration to which the System
expects to be entitled in exchange for providing patient care. These amounts are due from patients,
third-party payors (including managed care payors and government programs and excludes revenues
for services provided to patients under capitated arrangements) and others and include variable
consideration for retroactive revenue adjustments due to settlement of audits, reviews and
investigations. Generally, patients and third-party payors are billed within days after the services are
performed or after discharge. Revenue is recognized as performance obligations are satisfied.
Provisions for third-party payor settlements and adjustments are estimated in the period the related
services are provided and adjusted in future periods as additional information becomes available and
final settlements are determined.

As the System's performance obligations relate to contracts with a duration of less than one year, the
System has applied the optional exemption provided in the guidance 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 are primarily related to 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 typically occurs within days or weeks of the end of the reporting
period.

The System does not adjust the promised amount of consideration from patients and third-party payors
for the effects of a significant financing component, due to the expectation that the period between
the time the service is provided to a patient and the time that the patient or a third-party payor pays
for that service will be one year or less.

The System has entered into payment arrangements with patients that allow for payments over a term
in excess of one year. The System has evaluated historical collections in excess of one year and current
market interest rates to determine whether a significant financing component exists that would require
an adjustment to the promised amount of consideration from patients and third-party payors. The
System has determined that the impact of implicit financing arrangements for payment agreements in
excess of one year is insignificant to the accompanying consolidated statements of operations and
changes in net assets.

The System does not incur significant incremental costs in obtaining contracts with patients. Any costs
incurred are expensed in the period of occurrence, as the amortization period of any asset that the
System would have recognized is one year or less in duration.

Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation. As a result, there is a possibility that recorded estimates will change by a material
amount.

Inventories

Inventories, consisting primarily of medical supplies, pharmaceuticals and durable medical egquipment,
are stated at the lower of cost or net realizable value.

Reinsurance Receivables

Reinsurance receivables are recognized in a manner consistent with the liabilities relating to the
underlying reinsured contracts.
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Goodwill and Intangible Assets, Net

Goodwill of $267,385 and $151,655 and intangible assets of $209,179 and $119,523 are included in
goodwill and intangible assets, net in the accompanying consolidated balance sheets as of December
31, 2022 and 2021, respectively. The System has elected to amortize goodwill prospectively using the
straight-line method over a 10-year period. Intangible assets with expected useful lives are amortized
over that period. Amortization is included in depreciation and amortization in the accompanying
consolidated statements of operations and changes in net assets. Amortization expense was $50,837
and $25,129 for the years ended December 31, 2022 and 2021, respectively.

Asset Impairment

The System considers whether indicators of impairment are present and, if indicators are present,
performs the necessary tests to determine if the carrying value of an asset is recoverable. Impairment
write-downs are recognized in the accompanying consolidated statements of operations and changes in
net assets as a component of operating expense at the time the impairment is identified. There were
no material impairment charges recorded for the years ended December 31, 2022 and 2021.

Property and Equipment, Net

Property and equipment are reported at cost or, if donated, at fair value at the date of the gift. Costs of
computer software developed or obtained for internal use, including external and internal direct costs
of materials and labor directly associated with internal-use software development projects, are
capitalized during the application development stage and included in property and equipment. Internal
labor and interest expense incurred during the period of construction of significant capital projects are
capitalized as a component of the costs of the asset.

Property and equipment capitalized under direct financing leases are recorded at the present value of
future lease payments, adding initial direct costs and prepaid lease payments, reduced by any lease
incentives. Property and equipment capitalized under direct financing leases are amortized using the
straight-line method over the related lease term. Amortization of property and equipment under
financing leases is included in the accompanying consolidated statements of operations and changes in
net assets in depreciation and amortization expense.

Property and equipment assets are depreciated on the straight-line method over a period ranging from
3 years to 80 years.

Operating Lease Right-of-use Assets

The System records an operating lease right-of-use asset (an asset that represents the System's right to
use the leased asset for the lease term) for leases that do not meet the criteria as a sales-type lease or
a direct financing lease.

The System records operating lease right-of-use assets at the present value of future lease payments,
adding initial direct costs and prepaid lease payments, reduced by any lease incentives. Operating lease
right-of-use assets are amortized using the straight-line method over the related lease term.
Amortization of operating lease right-of-use assets is included in supplies, purchased services and other
expense in the accompanying consolidated statements of operations and changes in net assets.
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Investments in Unconsolidated Entities

Investments in unconsolidated entities are accounted for using the equity method or as an equity
security without a readily determinable fair value. The System applies the equity method of accounting
for investments in unconsolidated entities when its ownership or membership interest is 50% or less
and the System has the ability to exercise significant influence over the operating and financial policies
of the investee. The income {loss) on these unconsolidated entities is included in other revenue in the
accompanying consolidated statements of operations and changes in net assets. All other
unconsolidated entities are accounted for as an equity security without a readily determinable fair
value. These unconsolidated entities are initially recorded at cost, tested for impairment at least
annually and adjusted as market transactions occur that would indicate a fair value adjustment is
needed. The income {loss) on these unconsolidated entities is included in nonoperating (loss} income in
the accompanying consolidated statements of operations and changes in net assets.

Derivative Financial Instruments

The System enters into transactions to manage its interest rate, credit and market risks. Derivative
financial instruments, including exchange-traded and over-the-counter derivative contracts and
interest rate swaps, are recorded as either assets or liabilities at fair value. Subsequent changes in a
derivative's fair value are recognized in nonoperating (loss) income, net.

Bond Issuance Costs, Discounts and Premiums

Bond issuance costs, discounts and premiums are amortized over the term of the bonds using the
effective interest method and are included in long-term debt, less current portion in the accompanying
consolidated balance sheets.

General and Professional Liabitity Risks

The provision for self-insured general and professional liability claims includes estimates of the ultimate
costs for both reported claims and claims incurred but not reported. The System measures the cost of
its unfunded obligations under such programs based upon actuarial calculations and records a liability
on a discounted basis.

Net Assets With Donor Restrictions

Net assets with donor restrictions are those assets whose use by the System has been limited by donors
to a specific time period or purpose or consist of gifts with corpus values that have been restricted by
donors to be maintained in perpetuity. Net assets with donor restrictions are used in accordance with
the donor's wishes primarily to purchase property and equipment, to fund medical education or to
fund health programs.

Assets released from restrictions to fund purchases of property and equipment are reported as
increases to net assets without donor restrictions in the accompanying consolidated statements of
operations and changes in net assets. Those assets released from restriction for operating purposes are
reported in the accompanying consolidated statements of operations and changes in net assets as
other revenue. When restricted, earnings are recorded as net assets with donor restrictions until
amounts are expended in accordance with the donor's specifications.
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Nonrecurring Expenses

The System has incurred salaries, purchased services and other expenses in connection with the
implementation of an enterprise resource planning system in 2022 and 2021, which was placed into
service on April 1, 2022. Also included in nonrecurring expenses are costs related to the joint operating
agreement with Atrium as described in Note 1. ORGANIZATION AND BASIS OF PRESENTATION. Due to
the nature of these expenses, the costs were reported as nonrecurring in the accompanying
consolidated statements of operations and changes in net assets.

Other Nonoperating {Loss) Income, Net

Revenues and expenses related to the delivery of health care services are reported in operations.
Income and losses that arise from transactions that are peripheral or incidental to the System's main
purpose are included in other nonoperating {loss) income, net. Other nonoperating {loss) income, net
primarily consists of fund-raising expenses, contributions to charitable organizations, income taxes and
the net non-service components of the periodic benefit expense of the System's pension plans.

Revenue (Less Than) in Excess of Expenses and Changes in Net Assets

The accompanying consolidated statements of operations and changes in net assets includes the
revenue (less than) in excess of expenses as the performance indicator. Changes in net assets without
donor restrictions, which are excluded from revenue (less than) in excess of expenses, primarily include
contributions of long-lived assets (including assets acquired using contributions, which by donor
restriction were to be used for the purposes of acquiring such assets), pension-related changes other
than net periodic pension costs and distributions to noncontrolling interests.

Accounting Pronouncements Not Yet Adopted

In March 2020, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
("ASU") 2020-04, Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate
Reform on Financial Reporting. This guidance provides optional expedients and exceptions for applying
current GAAP to contracts, hedging relationships and other transactions affected by the transition from
the use of London Interbank Offered Rate (“LIBOR”) to an alternative reference rate. In response to
concerns about structural risks of interbank offered rates, and, particularly, the risk of cessation of
LIBOR, regulators in several jurisdictions around the world have undertaken reference rate reform
initiatives to identify alternative reference rates that are more observable or transaction based and less
susceptible to manipulation. This guidance provides companies the option to ease the potential
accounting burden associated with transitioning away from reference rates that are expected to be
discontinued. In January 2021, the FASB issued ASU 2021-01, Reference Rate Reform {Topic 848): Scope,
which adds implementation guidance to ASU 2020-04 to clarify certain optional expedients in Topic
848. In December 2022, the FASB issued ASU 2022-06, Reference Rate Reform (Topic 848): Deferral of
the Sunset Date of Topic 848, which defers the sunset date of Topic 848 to December 31, 2024.
Management has evaluated the impact of this guidance and does not expect it to have a material
impact on the System's consolidated financial statements.

COMMUNITY BENEFIT

The System provides health care services without charge to patients who meet the criteria of its charity
care policies. Charity care services are not reported as patient service revenue, because payment is not
anticipated while the related costs to provide the health care are included in operating expenses.
Qualifying patients can receive up to 100% discounts from charges and extended payment plans. The
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System’s cost of providing charity care was $102,000 and $126,600 for the years ended December 31,
2022 and 2021, respectively, as determined using total cost to charge ratios.

In addition to the provision of charity care, the System provides significant financial support to its
communities to sustain and improve health care services.

These activities include:

. The unreimbursed cost of providing care to patients covered by the Medicare and Medicaid
programs.
o The cost of providing services that are not self-sustaining, for which patient service revenues

are less than the costs required to provide the services. Such services benefit uninsured and low-
income patients, as well as the broader community, but are not expected to be financially self-
supporting.

. Other community benefits include the unreimbursed costs of community benefits programs
and services for the general community, not solely for those demonstrating financial need, including
the unreimbursed cost of medical education, health education, immunizations for children, support
groups, health screenings and fairs.

REVENUE AND RECEIVABLES
Patient service revenue

Patient service revenue is reported at the amount that reflects the consideration to which the System
expects to be entitled in exchange for providing patient care. These amounts are due from patients,
third-party payors (including managed care payors and government programs and excludes revenues
for services provided to patients under capitated arrangements) and others and include variable
consideration for retroactive revenue adjustments due to settlement of audits, reviews and
investigations. Generally, patients and third-party payors are billed shortly after discharge. Revenue is
recognized as performance cbligations are satisfied.

Performance obligations are identified based on the nature of the services provided. Revenue
associated with performance obligations satisfied over time is recognized based on actual charges
incurred in relation to total expected (or actual) charges. Performance obligations satisfied over time
relate to patients receiving inpatient acute care services. The System measures the performance
obligation from admission into the hospital to the point when there are no further services required for
the patient, which is generally the time of discharge. For outpatient services, the performance
obligation is satisfied as the patient simultaneously receives and consumes the benefits provided as the
services are performed. In the case of these outpatient services, recognition of the obligation over time
yields the same result as recognizing the obligation at a point in time. Management believes this
method provides a faithful depiction of the transfer of services over the term of performance
obligations based on the inputs needed to satisfy the obligations.

The System uses a portfolio approach to account for categories of patient contracts as a collective
group rather than recognizing revenue on an individual contract basis. The portfolios consist of major
payor classes for inpatient revenue and major payor classes and types of services provided for
outpatient revenue. Based on the historical coliection trends and other analyses, the System believes
revenue recognized by utilizing the portfolio approach approximates the revenue that would have been
recognized if an individual contract approach were used.

The System determines the transaction price, which involves significant estimates and judgment, based
on standard charges for goods and services provided, reduced by explicit and implicit price concessions,
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including contractual adjustments provided to third-party payors, discounts provided to uninsured and
underinsured patients in accordance with policy and/or implicit price concessions based on the
historical collection experience of patient accounts. The System determines the transaction price
associated with services provided to patients who have third-party payor coverage based on
reimbursement terms per contractual agreements, discount policies and historical experience. For
uninsured patients who do not qualify for charity care, the System determines the transaction price
associated with services based on charges reduced by implicit price concessions. implicit price
concessions included in the estimate of the transaction price are based on historical collection
experience for applicable patient portfolios. Patients who meet the System’s criteria for charity care are
provided care without charge; such amounts are not reported as revenue. Subsequent changes to the
estimate of the transaction price are generally recorded as adjustments to patient service revenue in
the period of the change. 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 using the most likely
outcome method. These settlements are estimated based on the terms of the payment agreements
with the payor, correspondence from the payor and historical settlement activity, including an
assessment to ensure it is probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the retroactive adjustment is
subsequently resolved. Estimated settlements are adjusted in future periods as new information
becomes available or as years are settled or are no longer subject to such audits, reviews and
investigations.

For the years ended December 31, 2022 and 2021, changes in the System’s estimates of implicit price
concessions, discounts and contractual adjustments or other reductions to expected payments for
performance obligations related to prior years were not significant.

In the normal course of business, the System does receive payments in advance for certain services
provided and would consider these amounts to represent contract liabilities. The amounts received in
the normal course of business at December 31, 2022 and 2021 were not material. In 2020 the CM5
accelerated and advance payments received in relation to the COVID-19 pandemic for Medicare
services are deemed contract liahilities at December 31, 2022 and 2021. See Note 2. SIGNIFICANT
EVENTS.

Currently, the State of lllinois utilizes supplemental reimbursement programs to increase
reimbursement to providers to offset a portion of the cost of providing care to Medicaid and indigent
patients. These programs are designed with input from the CMS and are funded with a combination of
state and federal resources, including assessments levied on the providers. Under these supplemental
programs, the System recognizes revenue and related expenses in the period in which amounts are
estimable and collection is reasonably assured. Reimbursement and the assessment under these
programs are reflected in the accompanying consolidated statements of operations and changes in net
assets are as follows:

Year Ended Year Ended
Classification December 31, 2022  December 31, 2021
Reimbursement Patient service revenue s 331,438 $ 321,123
Assessment Supplies, purchased services and other 173,141 181,784
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The State of Wisconsin assesses a fee or tax on gross patient service revenue. The revenues from this
assessment are used to increase payments made to hospitals for services provided to Medicaid and
other medically indigent patients. The System’s patient service revenue reflects this increase in
payment for services to Medicaid and other medically indigent patients and hospital tax assessment
expense reflects the fees assessed by the State. Reimbursement and the assessment under these
programs are reflected in the accompanying consolidated statements of operations and changes in net
assets are as follows:

Year Ended Year Ended
Classification December 31, 2022  December 31, 2021
Reimbursement Patient service revenue S 123,358 S 136,679
Assessment Supplies, purchased services and other 99,010 99,140

Management has determined that the nature, amount, timing and uncertainty of revenue and cash
flows are affected by the payor's geographical location, the line of business that renders services to
patients and the timing of when revenue is recognized and billed.

The composition of patient service revenue by payor is as follows:

Year Ended December 31, Year Ended December 31,
2022
Managed care $ 6,506,440 53% S 6,534,404 55 %
Medicare 3,813,381 32% 3,371,753 29 %
Medicaid - lllinois 909,095 8% 825,834 7%
Medicaid - Wisconsin 534,105 4% 539,922 5%
Self-pay and other 302,750 3% 430,668 4%
S 12,065,771 100% S 11,702,581 100 %

Deductibles, copayments and coinsurance under third-party payment programs which are the patient's
responsibility are included within the primary payor category in the table above.

Capitation Revenue

The System has agreements with various managed care organizations under which the System provides
or arranges for medical care to members of the organizations in return for a monthly payment per
member. Revenue is earned each month as a result of the System agreeing to provide or arrange for
their medical care.

Other Revenue

Other revenue is recognized at an amount that reflects the consideration to which the System expects
to be entitled in exchange for providing goods and services. The amounts recognized reflect
consideration due from customers, third-party payors and others. Primary categories of other revenue
include grant revenue related to the COVID-19 pandemic as described in Note 2. SIGNIFICANT EVENTS,
retail pharmacy revenue, clinical integration revenue, managed care risk/quality shared savings
revenue and other miscellaneous revenue.
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Revenue disaggregation by state and business line are as follows:

Year Ended Year Ended

December 31, 2022 December 31, 2021
Minois s 6,614,232 § 6,388,560
Wisconsin 6,648,866 6,510,130
Total patient service revenue and capitation 13,263,098 12,898,690
Other revenue 1,281,148 1,163,442
Total revenue S 14,544,246 5 14,062,132
Hospital S 8910925 S 8,640,613
Clinic 2,773,500 2,711,468
Home Care 267,091 259,692
Cther 114,255 90,808
Total patient service revenue 12,065,771 11,702,581
Capitated revenue 1,197,327 1,196,109
Other revenue 1,281,148 1,163,442
Total revenue 5 14,544,246 S 14,062,132

Patient accounts receivable

The System's patient accounts receivable is reported at the amount that reflects the consideration to
which it expects to be entitled, in exchange for providing patient care. Patient accounts receivable are
reported at net realizable value based on certain assumptions. For third-party payors, including
Medicare, Medicaid and Managed Care, the net realizable value is based on the estimated contractual
reimbursement percentage, which is based on current contract prices or historical paid claims data by
payor. For self-pay, the net realizable value is determined using estimates of historical collection
experience including an analysis by aging category. These estimates are adjusted for expected
recoveries and any anticipated changes in trends, including significant changes in payor mix and
economic conditions or trends in federal and state governmental health care coverage.

The composition of patient accounts receivable is summarized as follows:

December 31, 2022 December 31, 2021
Managed care S 913,665 S1% $ 935,709 52 %
Medicare 390,456 22 % 356,959 20 %
Medicaid - lllinois 105,857 6% 177,188 10 %
Medicaid - Wisconsin 48,172 3% 50,111 3%
Self-pay and other 338,349 18 % 296,738 15 %
s 1,796,499 100% $ 1,816,705 100 %

The self-pay patient accounts receivable above includes amounts due from patients for co-insurance,
deductibles, installment payment plans and amounts due from patients without insurance.

INVESTMENTS

The System invests in a diversified portfolio of investments, including alternative investments, such as
real asset funds, hedge funds and private equity limited partnerships, whose fair value was $5,990,443
and $5,856,960 at December 31, 2022 and 2021, respectively. Collectively, these funds have liquidity
terms ranging from daily to annual with notice periods typically ranging from 1 to 90 days. Certain of
these investments have redemption restrictions that may restrict redemption for up to 11 years.
However, the potential for the System to sell its interest in these funds in a secondary market prior to
the end of the fund term does exist for prices at or other than the carrying value.
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At December 31, 2022, the System had additional commitments to fund alternative investments,
including recallable distributions of 52,040,918 over the next seven years.

In the normal course of operations and within established investment policy guidelines, the System
may enter into various exchange-traded and over-the-counter derivative contracts for trading
purposes, including futures, options and forward contracts. These instruments are used primarily to
maintain the System’s strategic asset allocation and hedge security price movements. These
instruments require the System to deposit cash or securities collateral with the broker or custodian.
Collateral provided was $7,529 and $16,589 at December 31, 2022 and 2021, respectively. The gross
notional value of the derivatives outstanding was $331,094 and $282,289 at December 31, 2022 and
2021, respectively.

By using derivative financial instruments, the System exposes itself to credit and market risk. Credit risk
is the failure of the counterparty to perform under the terms of the derivative contracts. When the fair
value of a derivative contract is positive, the counterparty owes the System, which creates credit risk
for the System. When the fair value of a derivative contract is negative, the System owes the
counterparty and, therefore, it does not possess credit risk. The System minimizes the credit risk in
derivative instruments by entering into transactions that may require the counterparty to post
collateral for the benefit of the System based on the credit rating of the counterparty and the fair value
of the derivative contract. Market risk is the adverse effect on the value of a financial instrument that
results from a change in the underlying reference security. The market risk associated with market
changes is managed by establishing and monitoring parameters that limit the types and degree of
market risk that may be undertaken.

Receivables and payables for investment trades not settled are presented within other current assets
and accounts payable and other accrued liabilities in the accompanying consolidated balance sheets.
Unsettled sales resulted in receivables due from brokers of $13,769 and $25,384 at December 31, 2022
and 2021, respectively. Unsettled purchases resulted in payables due to brokers of $69,023 and
$135,997 at December 31, 2022 and 2021, respectively.

Investment returns for assets limited as to use and cash and cash equivalents are composed of the
following:

Year Ended Year Ended
December 31, 2022 December 31, 2021
Interest income and dividends s 61,893 S 99,332
Income from alternative investments 327,168 926,066
Net realized gains 63,760 273,325
Net unrealized {losses) gains {1,134,151) 79,580
Total S (681,330) $ 1,378,303

Investment returns are included in the accompanying consolidated statements of operations and
changes in net assets as follows:

Year Ended Year Ended
December 31, 2022 December 31, 2021
Other revenue S 50,156 % 53,651
Investment {loss) income, net (723,225) 1,303,546
Net assets with donor restrictions {8,261) 21,106
Total s {681,330) S 1,378,303
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The cash and cash equivalents and assets limited as to use presented within the accompanying
consolidated balance sheets are comprised of the following:

December 31, 2022 December 31, 2021

internally designated for capital and other s 10,301,972 $ 11,572,323
Held for self-insurance 564,195 649,513
Donor restricted 98,293 155,009
Investments under securities lending program 16,732 17,760
Total noncurrent assets limited as to use 10,981,192 12,394,605
Cash and cash equivalents 372,898 703,725
Current assets limited as to use 153,557 139,742
Total cash and cash equivalents and assets limited as to use S 11,507,647 5 13,238,072

As part of the management of the investment portfolio, the System has entered into an arrangement
whereby securities owned by the System are loaned primarily to brokers and investment banks. The
loans are arranged through a bank. Borrowers are required to post collateral for securities borrowed
equal to no less than 102% of the value of the security on a daily basis, at a minimum. The bank is
responsible for reviewing the creditworthiness of the borrowers. The System has also entered into an
arrangement whereby the bank is responsible for the risk of borrower bankruptcy and default. At
December 31, 2022 and 2021, the System loaned $16,732 and 517,760, respectively, in securities and
accepted collateral for these loans in the amount $17,402 and $18,550, respectively, which represents
cash and governmental securities, and are included in current liabilities and current assets, respectively,
in the accompanying consolidated balance sheets.

FAIR VALUE

The System accounts for certain assets and liabilities at fair value and categorizes assets and liabilities
measured at fair value in the accompanying consolidated financial statements based upon whether the
inputs used to determine their fair values are observable or unobservable. Observable inputs are inputs
that are based on market data obtained from sources independent of the reporting entity.
Unobservable inputs are inputs that reflect the reporting entity’s own assumptions about pricing the
asset or liability, based on the best information available under the circumstances.

The fair value of all assets and liabilities recognized or disclosed at fair value are classified based on the
towest level of significant inputs. Assets and liabilities that are measured at fair value are disclosed and
classified in one of the three categories. Category inputs are defined as follows:

Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities on the reporting
date.

Level 2 — Inputs other than quoted market prices included in Level 1 that are observable for the asset
or liability, either directly or indirectly. If the asset or liability has a specified (contractual) term, a
Level 2 input must be observable for substantially the full term of the asset or liability.

Level 3 — Inputs that are unobservable for the asset or liability for which there is little or no market
data.

The following section describes the valuation methodologies used by the System to measure financial

assets and liabilities at fair value. In general, where applicable, the System uses quoted prices in active
markets for identical assets and liabilities to determine fair value. This pricing methodology applies to
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Level 1 investments, such as domestic and international equities, exchange-traded funds and agency
securities.

If quoted prices in active markets for identical assets and liabilities are not available to determine the
fair value, then quoted prices for similar assets and liabilities or inputs other than quoted prices that
are observable either directly or indirectly are used. These investments are included in Level 2 and
consist primarily of corporate notes and bonds, foreign government bonds, mortgage-backed
securities, fixed-income securities, including fixed-income government obligations, commercial paper
and certain agency, United States and international equities, which are not traded on an active
exchange. The fair value for the obligations under swap agreements included in Level 2 is estimated
using industry-standard valuation models. These models project future cash flows and discount the
future amounts te a present value using market-based observable inputs, including interest rate curves.
The fair values of the obligation under swap agreements include adjustments related to the System’s
credit risk.

Investments owned by the System are exposed to various kinds and levels of risk. Equity securities and
equity funds expose the System to market risk, performance risk and liquidity risk for both domestic
and international investments. Market risk is the risk associated with major movements of the equity
markets. Performance risk is the risk associated with a company’s operating performance. Fixed-
income securities and fixed-income mutual funds expose the System to interest rate risk, credit risk and
liquidity risk. As interest rates change, the value of many fixed-income securities is affected, including
those with fixed interest rates. Credit risk is the risk that the obligor of the security will not fulfill its
obligations. Liquidity risk is affected by the willingness of market participants to buy and sell particular
securities. Liquidity risk tends to be higher for equities related to small capitalization companies and
certain alternative investments. Due to the volatility in the capital markets, there is a reasonable
possibility of subsequent changes in fair value, resulting in additional gains and losses in the near term.

The carrying values of cash and cash equivalents, accounts receivable and payable, other current assets

and accrued liabilities are reasonable estimates of their fair values, due to the short-term nature of
these financial instruments.
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The fair values of financial assets and liabilities measured at fair value on a recurring basis are as

follows:
Quoted Prices Other
in Active Significant Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs
December 31, 2022 {Level 1) {Level 2) {Level 3)

Assets
Investments
Cash and short-term investments s 789,689 540,092 § 249,597 § —
Corporate bonds and other debt securities 720,424 - 720,424 -
United States government bonds 586,517 - 586,517 -
Bond and other debt security funds 465,762 96,219 369,543 e
Non-government fixed-income obligations 32,307 — 32,307 -
Equity securities 761,237 746,574 14,663 —
Equity funds 2,143,486 121,424 2,022,062 =

5.499,422 1,504,309 $ 3,995,113 $ =

Investments at net asset value
Alternative investments 6,008,225

Total investments $ 11,507,647

Collateral proceeds received under securities lending

program $ 17,402
Liabilities
Obligations under swap agreements S {29,514)

Obligations to return capital under securities lending
program 5 {17,402}
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Quoted Prices Other
in Active Significant Significant
Markets for Observable Unobservable
Identical Assets Inputs Inputs
December 31, 2021 {Level 1} {Level 2) {Level 3)

Assets
Investments
Cash and short-term investments 5 1,251,915 $ 895,855 5 356,059 S
Corporate bonds and other debt securities 816,147 - 816,147
United States government bonds 667,877 - 667,877
Bond and other debt security funds 559,769 99,237 460,532 -
Non-government fixed-income obligations 34,374 - 34,374 -
Equity securities 1,202,388 1,174,214 28,174 -
Equity funds 2,819,140 147,118 2,672,022 -

7,351,610 S 2,316,425 5 5,035,185 .
Investments at net asset vatue
Alternative investments 5,886,462
Total investments $ 13,238,072
Collateral proceeds received under securities lending
program S 18,550 S 18,550
Liabilities
Obligations under swap agreements S {91,217) 5 {91,217}
Obligations to return capital under securitles lending
program 5 {18,550) S {18,550)

PROPERTY AND EQUIPMENT, NET

The components of property and equipment, net are summarized as follows:

December 31, 2022 December 31, 2021

Land and improvements S 479,733 S 470,257
Buildings and fixed equipment 8,570,318 7.819,014
Mavable equipment and computer software 2,726,704 2,554,215
Construction-in-progress 279,791 629,941

12,056,546 11,473,427
Accurnulated depreciation and amaortization {6,085,004) {5,530,416)
Property and equipment, net S 5,071,542 5 5,943,011

Property and equipment, net include assets recorded as finance leases and under other financing
arrangements. See additional disclosure in Note 9. LEASES.

Depreciation expense was $549,086 and $536,567 for the years ended December 31, 2022 and 2021,
respectively.

LEASES

The System leases office and clinical space, land and equipment. Leases with an initial term of 12
months or less are not recorded on the consolidated balance sheets. The System combines lease and
non-lease components, except for medical equipment leases.
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The depreciable lives of assets are limited by the expected lease terms. Most leases include options to
renew. The majority of leases do not provide an implicit rate; therefore, the System has elected to use
its incremental borrowing rate, which is the interest rate the System would borrow on a collateralized
basis over a similar term, as the discount rate. The System used its incremental borrowing rate on
January 1, 2019 for operating leases that commenced prior to that date.

Operating and finance leases are classified as follows within the accompanying consolidated balance
sheets:

Leases Classification December 31, 2022 December 31, 2021
Assets
Operating Operating lease right-of-use assets s 305,311 & 283,398
Finance Property and equipment, net 226,039 226,766
Total lease assets $ 531,350 S 510,164
Liabilities
Current
Operating Operating lease liabilities, current portion S 73,026 S 68,247
Finance Long-term debt and commercial paper, current portion 17,942 16,669
Noncurrent
Operating Operating lease liabilities, less current portion 276,116 248,062
Finance Long-term debt, less current portion 247,979 248,069
Total lease liabilities 5 615,063 § 581,047

Finance lease assets are recorded net of accumulated amortization of $90,244 and $69,861 as of December 31, 2022 and 2021,
respectively.

Lease costs are classified as follows within the accompanying consolidated statements of operations
and changes in net assets:

Lease cost Classification December 31, 2022 December 31, 2021

Operating lease cost Supplies, purchased services and other 5 76,869 & 82,822
Short term lease cost Supplies, purchased services and other 17,187 13,956
Variable lease cost Supplies, purchased services and other 37,133 36,358

Finance lease cost

Amortization of lease assets Depreciation and amortization 18,795 11,998
Interest on lease liabilities Interest 18,898 11,482
Sublease income Other revenue (2,140} (2,503)
Net lease cost S 166,742 S 154,113
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Lease terms, discount rates and other supplemental information are as follows:

December 31, 2022 December 31, 2021

Weighted average remaining lease term {in years)

Operating 6.0 5.2
Finance 9.6 10.4
Weighted average discount rate

Operating 239% 2.05 %
Finance 8.17 % 852 %

Cash paid for amounts included in the measurement of lease liabilities

Operating cash flows from operating leases s 81,534 S 86,743
Operating cash flows from finance leases 18,898 11,482
Financing cash flows from finance leases 17,370 9,246

Future maturities of lease liabilities at December 31, 2022 are as follows:

Operating Leases Finance Leases Total
2023 $ 80,121 § 34,990 5 115,111
2024 68,669 38,435 107,104
2025 61,602 37,817 99,419
2026 54,196 37,858 92,054
2027 36,978 37,133 74,111
Thereafter 75,628 204,879 280,507
Future minimum lease payments 377,194 391,112 768,306
Less remaining imputed interest 28,052 125,191 153,243
Total S 349,142 5 265,921 S 615,063

INTEREST IN MASONIC FAMILY HEALTH FOUNDATION

The System has an interest in the net assets of the Masonic Family Health Foundation ("MFHF"}, an
independent organization, under the terms of an asset purchase agreement (the "Agreement"),
Substantially all of MFHF’s net assets are designated to support the operations and/or capital needs of
one of the System’s medical facilities. Additionally, 90% of MFHF’s investment yield, net of expenses,
on substantially all of MFHF's investments is designated for the support of one of the System'’s medical
facilities. MFHF must pay the System, annually, 90% of the investment yield or an agreed-upon
percentage of the beginning of the year net assets.

The interest in the net assets of MFHF amounted to $94,302 and $122,793 at December 31, 2022 and
2021, respectively, and is presented within investments in unconsolidated entities in the accompanying
consolidated balance sheets. The System’s interest in the investment (loss) income is reflected in the
investment {loss) income, net line in the accompanying consolidated statements of operations and
changes in net assets and amounted to $(23,905) and $17,853 for the years ended December 31, 2022
and 2021, respectively. Cash distributions of $4,077 and $3,584 were received by the System from
MFHF under terms of the Agreement during the years ended December 31, 2022 and 2021,
respectively. In addition, MFHF made 50 and $694 in contributions to the System for program support
during the years ended December 31, 2022 and 2021, respectively.
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The summarized financial position and results of operations for MFHF accounted for under the equity
method as of and for the periods ended is outlined below:

December 31, 2022 December 31, 2021

Total assets s 99,802 $ 127,838
Total liabilities 4,786 4,440
Net assets 95,016 123,398
Total revenue S {22,495) S 19,867
Revenue (less than) in excess of expenses {28,382) 14,014

LONG-TERM DEBT

tong-term debt, net of unamortized original issue discount or premium and unamortized deferred
bond issuance costs, consisted of the following:
December 31, 2022 December 31, 2021

Revenue bonds and revenue refunding bonds

Series 2003A (weighted average rate of 1.38% during 2022 and 2021), principal payable in
varying annual instaliments through November 2022; interest based on prevailing market
conditions at time of remarketing s — 5 2,637

Series 2003C (weighted average rate of 1.60% during 2022 and 2021), principal payable in
varying annual installments through November 2022; interest based on prevalling market
conditions at time of remarketing 2,640

Series 200BA (weighted average rate of 4.35% during 2022 and 2021}, principal payable in
varying annual installments through Novernber 2030; interest based on prevailing market
conditions at time of remarketing 111,901 114,310

Series 2008¢ {weighted average rate of 1.22% and 0.05% during 2022 and 2021,
respectively), principal payable in varying annual installments through November 2038;
interest based on prevailing market conditions at time of remarketing 271,703 271,672

Series 20114, 4.00%, principal payable in annual instaliments through April 2022 - 221

Series 20118 (weighted average rate of 1.49% and 0.34% during 2022 and 2021,

respectively}, principal payable in varying annual installments through April 2051, subject

to a put provision that provides for a cumulative seven-month notice and remarketing

period; interest tied to a market index plus a spread 69,029 659,006

Series 2011C {weighted average rate of 2.05% and 0.67% during 2022 and 2021,
respectively), principal payable in varying annual installments through April 2049, subject
to a put provision on September 3 ,2024; interest tied to a market index plus a spread 49,601 49,570

Series 20110 (weighted average rate of 2.05% and 0.67% during 2022 and 2021,
respectively}, principal payable in varying annual installments through April 2049, subject

to a put provision on September 3, 2024; interest tied to a market index plus a spread 49,601 49,570
Series 2013A, 5.00%, principal payable in varying annual installments through lune 2024 13,213 15,014
Series 20114, 4.00% to 5.00%, principal payable in varying annual installments through

August 2038 88,293 97,886
Series 2015, 4.13%, principal payable in varying annual instalilments through May 2045 31,306 31,342
Series 20158, 4.00% to 5.00%, principal payable in varying annual installments through

May 2044 13,997 15,980
Series 2018A, 4.00% to 5.00%, principal payable in varying annual installments through

August 2044 104,023 104,603

Series 20188 (weighted average rate of 5.00% during 2022 and 2021}, principal payable in
varying annual installments through August 2054; interest based on prevailing market
conditions at time of remarketing 192,279 197,045

Series 2018C {weighted average rate of 2.37% and 1.31% during 2022 and 2021,

respectively), principal payable in varying annual installments through August 2054,

interest tied to a market index plus a spread or prevailing market conditions at

remarketing 195,087 196,879

1,190,033 1,218,375
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December 31, 2022 December 31, 2021
Taxabie bonds
Taxable Bond Series 2018, 3.83% to 4.27%, principal payable in varying annual
installments through August 2048 802,466 803,497
Taxable Bond Series 2019, 3.39%, principal payable in October 2049 442,107 442,067
Taxable Bond Series 20204, 2.21% to 3.01%, principal payable in varying annual
installments through June 2050 696,196 696,009
1,940,769 1,941,573
Finance lease cbligations and financing arrangements 270,423 270,876
Commercial paper, weighted average interest rate of 1.74% and 0.14% during 2022 and
2021, respectively 50,000 50,000
Taxable Term Loan, {weighted average rate of 2.68% during 2022 and 2021}, principal
payable in varying annual installments through September 2024 70,437 80,219
3,521,662 3,561,043
Less amounts classified as current
Long-term debt, current portion {51,204) (46,185}
Cemmercial paper (50,000) (50,000)
Long-term debt and commercial paper, current portion {101,204) {96,185)
Long-term debt subject to short-term financing arrangements {165,035) {165,350)
(266,239) {262,535}
$ 3,255,423 % 3,298,508

Maturities of long-term debt, capital leases, and sinking fund requirements, assuming remarketing of
the variable rate demand revenue refunding bonds, for the five years ending December 31, 2027, are as
follows: 2023 - $51,204; 2024 - $123,605; 2025 - $47,416; 2026 - $42,072; and 2027 - $43,502.

The System's outstanding bonds are secured by obligations issued under the Second Amended and
Restated Master Trust Indenture dated as of August 1, 2018, as the same may be amended from time
to time, between Advocate Aurora Health, Inc., the other affiliates identified therein as the Members of
the Obligated Group and U.S. Bank National Association, as master trustee {"the System Master
Indenture"). Under the terms of the bond indentures and other arrangements, various amounts are to
be on deposit with trustees, and certain specified payments are required for bond redemption and
interest payments. The System Master Indenture and other debt agreements, including bank
agreements, also place restrictions on the System and require the System to maintain certain financial
ratios.

The System's unsecured variable rate revenue bonds, Series 2011B of $69,660, Series 2018B-2 of
$46,310 and Series 2018C-3 of $49,065, while subject to a long-term amortization period, may be put
to the System at the option of the bondholders in connection with certain remarketing dates. To the
extent that bondholders may, under the terms of the debt, put their bonds within 12 months after
December 31, 2022, the principal amount of such bonds has been classified as a current obligation as
long-term debt subject to short-term financing arrangements in the accompanying consolidated
balance sheets. Management believes the likelihood of a material amount of bonds being put to the
System is remote. However, to address this possibility, the System has taken steps to provide various
sources of liquidity, including assessing alternate sources of financing, including lines of credit and/or
net assets without donor restrictions as a source of self-liquidity.

The System has standby bond purchase agreements with banks to provide liquidity support for the
Series 2008C Bonds. In the event of a failed remarketing of a Series 2008C Bond upon its tender by an
existing holder and subject to compliance with the terms of the standby bond purchase agreement, the
standby bank would provide the funds for the purchase of such tendered bonds, and the System would
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be obligated to repay the bank for the funds it provided for such bond purchase {if such bond is not
subsequently remarketed), with the first installment of such repayment commencing on the date one
year and one day after the bank purchases the bond. As of December 31, 2022, there were no bank-
purchased bonds outstanding. To the extent that the standby bond purchase agreement expiration
date is within 12 months after December 31, 2022, the principal amount of such bonds would be
classified as a current obligation in the accompanying consolidated balance sheets. The standby bond
purchase agreements expire as follows: $87,694 in September 2024, $58,225 in September 2025 and
$129,456 in January 2026.

In April 2021, the System issued additional Series 2018 Taxable Bonds in the principal amount of
$85,000 and additional Series 2019 Taxable Bonds in the principal amount of $85,210 ("Additional
Taxable Bonds"). The proceeds of the Additional Taxable Bonds were used to refinance a portion of the
Series 2012, Series 2013A, Series 2014, Series 2015 Bonds and to pay certain financing costs. In
connection with this transaction, the System recognized a loss on refinancing in the amount of $14,421.

As of December 31, 2022, the System authorized the issuance of up to $1,000,000 in commercial paper
aggregate principal outstanding. As of December 31, 2022, $50,000 of commercial paper notes was
outstanding, with maturities ranging from 9 to 41 days. As of December 31, 2021, $50,000 of
commercial paper was outstanding, with maturities ranging from 7 to 48 days.

At December 31, 2022, the System had lines of credit with banks aggregating to $1,150,000 in available
commitments. These lines of credit provide for various interest rates and payment terms and as of
December 31, 2022 expire as follows: $350,000 in December 2023, $150,000 in August 2024, $325,000
in December 2024 and $325,000 in December 2025. These lines of credit may be used to redeem
bonded indebtedness, to pay costs related to such redemptions, for capital expenditures for general
working capital purposes or to provide for certain letters of credit. At December 31, 2022, letters of
credit totaling 565,550 have been issued under one of these lines. At December 31, 2022, no amounts
were outstanding on these lines or letters of credit.

The System maintains an interest rate swap program on certain of its variable rate debt, as described in
Note 12. INTEREST RATE SWAP PROGRAM.

The System'’s interest paid amount includes all debt agreements including revenue bonds and revenue
refunding bonds, taxable bonds, finance lease obligations, financing arrangements and interest rate
swaps. The System's interest paid, net of capitalized interest, amounted to $126,333 and $113,633 for
the years ended December 31, 2022 and 2021, respectively. The System capitalized interest of $5,698
and $13,027 for the years ended December 31, 2022 and 2021, respectively.

INTEREST RATE SWAP PROGRAM

The System has interest rate-related derivative instruments to manage the exposure of its variable rate
debt instruments. By using derivative financial instruments to manage the risk of changes in interest
rates, the System exposes itself to credit risk and market risk. Credit risk is the failure of the
counterparty to perform under the terms of the derivative contracts. When the fair value of a
derivative contract is positive, the counterparty owes the System, which creates credit risk for the
System. When the fair value of a derivative contract is negative, the System owes the counterparty and,
therefore, it does not possess credit risk. The System minimizes the credit risk in derivative instruments
by entering into transactions that may require the counterparty to post collateral for the benefit of the
System based on the credit rating of the counterparty and the fair value of the derivative contract.
Market risk is the adverse effect on the value of a derivative financial instrument that results from a
change in interest rates. The market risk associated with interest rate changes is managed by
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establishing and monitoring parameters that limit the types and degree of market risk that may be
undertaken. The System also mitigates risk through periodic reviews of its derivative positions in the
context of its total blended cost of capital.

At December 31, 2022, the System maintains an interest rate swap program on its Series 2008C
variable rate demand revenue bonds. These bonds expose the System to variability in interest
payments due to changes in interest rates. The System believes that it is prudent to limit the variability
of its interest payments. To meet this objective and to take advantage of low interest rates, the System
entered into various interest rate swap agreements to manage fluctuations in cash flows resulting from
interest rate risk. These swaps convert the variable rate cash flow exposure on the variable rate
demand revenue bonds to synthetically fixed cash flows. The notional amount under each interest rate
swap agreement is reduced over the term of the respective agreement to correspond with reductions
in the principal outstanding under various bond series.

The System has two swaps that are being held as a swap portfolio as the related debt is no longer
outstanding.

The following is a summary of the outstanding positions under these interest rate swap agreements at
December 31, 2022:

Bond Series Notional Amount Maturity Date Rate Received Rate Paid

2008C-1 s 129,900 November 1, 2038 61.7% of LIBOR + 26bps 3.605 %
2008C-28 58,425 November 1, 2038 61.7% of LIBOR + 26bps 3.605 %
2008C-3A 88,000 November 1, 2038 61.7% of LIBOR + 26bps 3.605 %
Swap portfolio 50,000 November 1, 2038 61.7% of LIBOR + 26bps 3.605 %
Swap portfolio 24,265 February 1, 2038 70.0% of LIBOR 3.314 %

The swaps are not designated as hedging instruments and, therefore, hedge accounting has not been
applied. As such, unrealized changes in fair value of the swaps are classified as changes in fair value of
swaps in the accompanying consolidated statements of operations and changes in net assets. The net
cash settlement payments, representing the realized changes in fair value of the swaps, are included as
interest expense in the accompanying consolidated statements of operations and changes in net assets.

The fair value of the interest rate swap agreements was a liability of $29,514 and $91,217 as of

December 31, 2022 and 2021, respectively. No collateral was posted under these swap agreements as
of December 31, 2022 and 2021.

Amounts recorded in the accompanying consolidated statements of operations and changes in net
assets are as follows:

Year Ended Year Ended
December 31, 2022 December 31, 2021
Net cash payments on interest rate swap agreements (interest expense) s 8432 S 11,487
Change in fair value of interest rate swaps s 61,703 & 27,403

The interest rate swap instruments contain provisions that require the System to maintain an
investment grade credit rating on its bonds from certain major credit rating agencies. If the System's
bonds were to fall below investment grade, it would be in violation of these provisions and the
counterparties to the swap instruments could request immediate payment or demand immediate and
ongoing full overnight collateralization on interest rate swap instruments in net liability positions.
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13. RETIREMENT PLANS

The System maintains various employee retirement benefit plans available to qualifying employees and
retirees.

The Advocate Health Care Network Pension Plan (“Advocate Plan”) was frozen effective December 31,
2019 to new participants and participants ceased accruing additiona! pension benefits. The
accompanying consolidated balance sheets contain an other noncurrent liability related to the
Advocate Plan totaling $174,023 and $75,012 at December 31, 2022 and December 31, 2021,
respectively. During the years ended December 31, 2022 and 2021, $0 and $30,000, respectively, in
cash contributions were made to the Advocate Plan.

The Advocate Aurora Health Pension Plan {“AAH Plan”) was created through a merger of the Condell
Health Network Retirement Plan (frozen effective January 1, 2008) and the Aurora Health Care, Inc.
Pension Plan (frozen effective December 31, 2012). The accompanying consolidated balance sheets
contain an other noncurrent liability related to the AAH Plan of $105,335 and $57,617 at December 31,
2022 and December 31, 2021, respectively. During the years ended December 31, 2022 and 2021, no
contributions were made to the AAH Plan.

A summary of changes in the plan assets, projected benefit obligation and the resulting funded status
for the year ended December 31, 2022 is as follows:

Advocate AAH Total
Change in plan assets:

Plan assets at fair value at beginning of period S 982,077 % 1,405,674 $ 2,387,751
Actual return on plan assets (55,218} {378,408) (433,626)
Benefits paid {63,650} {44,774) (108,424}

Plan assets at fair value at end of period 5 863,208 5 982,492 S 1,845,701
Change in projected benefit obligation:

Projected benefit obligation at beginning of period S 1,057,089 § 1,463,291 § 2,520,380
Interest cost 39,130 43,849 82,979
Actuarial loss (gain) 4,663 (374,539) {369,876)
Benefits paid {63,650) (44,774) (108,424)

Projected benefit obligation at end of period S 1,037,232 3% 1,087,827 § 2,125,059

Plan assets less than projected benefit obligation 5 {174,023) $ {105,335) 5 {279,358}

Accumulated benefit obligation at end of period $ 1,037,232 § 1,087,827 § 2,125,059
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A summary of changes in the plan assets, projected benefit obligation and the resulting funded status
for the year ended December 31, 2021 is as follows:

Advocate AAH Total

Change in plan assets;

Plan assets at fair value at beginning of period S §52,588 § 1,445588 5 2,402,176
Actual return on plan assets 53,662 (2,694) 50,968
Employer contributions 30,000 —_ 30,000
Benefits paid {54,173) (41,220) (95,393)

Plan assets at fair value at end of period 5 982,077 § 1,405,674 % 2,387,751

Change in projected benefit obligation:

Projected benefit obligation at beginning of period $ 1,086,912 % 1,516,082 S 2,602,995
Interest cost 28,119 41,650 69,769
Actuarial gain (3,770) (53,221) (56,991}
Benefits paid {54,173) (41,220) {95,393)

Projected benefit obligation at end of period $ 1,057,089 S 1,463,291 § 2,520,380

Plan assets less than projected benefit obligation S (75,012) 5 (57,617) S {132,629}
Accumnulated benefit obligation at end of period 5 1,057,089 $ 1,463,291 § 2,520,380

The AAH Plan actuarial gain of $374,539 for the year ending December 31, 2022 was primarily driven by
an increase in discount rates and an increase in the expected long-term rate of return on plan assets.
The AAH Plan actuarial gain of $53,221 for the year ending December 31, 2021 was primarily driven by
an increase in discount rates which was slightly offset by an actuarial loss due to updated mortality
improvement assumptions.

The Advocate Plan paid lump sums totaling $60,526 and $51,104 in 2022 and 2021, respectively. The
amount in 2022 and 2021 was greater than the sum of the Advocate Plan’s service cost and interest
cost, resulting in a settlement charge in the amount of $17,789 and $12,102, respectively.

Pension plan expense included in the accompanying consolidated statements of operations and
changes in net assets is as follows for the year ended December 31, 2022:

Advocate AAH Total

Interest cost S 39,130 S 43,849 § 82,979
Expected return on plan assets [44,909) (52,179) (97,088)
Amortization of:

Actuarial loss 3,491 6,034 9,525

Prior service cost - 3 3
Settlement 17,789 o 17,789
Net pension expense (income) S 15,501 § {2,293} $ 13,208
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Pension plan expense included in the accompanying consolidated statements of operations and
changes in net assets is as follows for the year ended December 31, 2021:

Advocate AAH Total

Interest cost 28,119 41,650 69,769
Expected return on plan assets (42,421) (43,487) {85,908}
Amortization of:

Actuarial loss 4,477 10,410 14,837

Prior service cost — 3 3
Settlement 12,102 - 12,102
Net pension expense S 2,277 S 8,576 % 10,853

The components of net periodic benefit costs, other than the service cost component, are included in
other nonoperating (loss) income, net in the accompanying consolidated statements of operations and
changes in net assets.

The net change recognized in net assets without donor restrictions as a component of pension-related
changes other than net periodic pension cost was as follows for the year ended December 31, 2022;

Advocate AAH Total

Net change recognized S 83510 50,011 S 133,521

The net change recognized in net assets without donor restrictions as a component of pension-related
changes other than net periodic pension cost was as follows for the year ended December 31, 2021:

Advocate AAH Total

Net change recognized s 31,590 § 17.454 § 49,044

Included in net assets without donor restrictions at December 31, 2022 are the following amounts that
have not yet been recognized in net pension expense:

Advocate AAH Total
Unrecognized prior credit S $ 93 3 93
Unrecognized actuarial lpss 327,637 390,465 718,102
5 327,637 % 390,558 5 718,195

Expected employee benefit payments to be paid from the pension plans are as follows:

Advocate AAH Total
2023 $ 67,536 S 54,663 § 122,199
2024 68,730 58,219 126,949
2025 69,244 61,099 130,343
2026 67,474 64,485 131,959
2027 67,999 66,946 134,945
2028-2032 352,072 363,684 715,756
Total 5 693,055 $ 669,096 $ 1,362,151
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Expected contributions to the pension plans are as follows:

Advocate AAH Total

2023 5 10,000 $§ — 5 10,000

Employer contributions were paid from employer assets. No plan assets are expected to be returned to
the employer. All benefits paid under the Advocate Plan and AAH Plan {collectively referred to as the
"Plans") were paid from the Plans' assets.

The System's asset allocation and investment strategies are designed to earn returns on plan assets
consistent with a reasonable and prudent level of risk. Investments are diversified across classes,
economic sectors and manager style to minimize the risk of loss. The System utilizes investment
managers specializing in each asset category and, where appropriate, provides the investment manager
with specific guidelines that include allowable and/or prohibited investment types. The System
regularly monitors manager performance and compliance with investment guidelines.

The System's target and actual pension asset allocations for the Plans are as follows:

December 31, 2022 December 31, 2021
Asset Category - Advocate Plan Target Actual Target Actual
De-risking portfolio 70 % 70 % 70 % 70 %
Domestic and international equity securities 21 20 21 21
Alternative investments 5] 7 6 6
Cash and fixed-income securities 3 3 3 3

100 % 100 % 100 % 100 %

December 31, 2022 December 31, 2021
Asset Category - AAH Plan Target Actual Target Actual
De-risking portfolic 85 % 82 % 85 % 83%
Domestic and international equity securities 12 15 12 14
Real estate 1 1 1 1
Cash and fixed-income securities 2 2 F] 2

100 % 100 % 100 % 100 %

The de-risking portfolio is comprised of cash and fixed-income instruments designed to hedge Plan
liabilities.

At December 31, 2022, the Advocate Plan had commitments to fund alternative investments, including
recallable distributions of $15,026 over the next four years.

In the normal course of operations and within established investment policy guidelines, the Plans may
enter into various exchange-traded and over-the-counter derivative contracts for trading purposes,
including futures, options and forward contracts. These instruments are used primarily to maintain the
Plans' strategic asset allocation and hedge security price movements. These instruments require the
Plans to deposit cash collateral with the broker or custodian.

Derivative contract information at December 31, 2022 are as follows:

Advacate AAH Total
Cash and security collateral pravided s 15,659 $ 6819 S 22,478
Gross notional value s (398,544) S 232011 S {166,533)
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Derivative contract information at December 31, 2021 are as follows:

Advocate AAH Total
Cash and security collateral provided S 15,978 § 6,065 S 22,043
Gross notional value S {539,122} $§ 262,962 S (276,160}

By using derivative financial instruments, the System exposes itself to credit risk and market risk. Credit
risk is the failure of the counterparty to perform under the terms of the derivative contracts. When the
fair value of a derivative contract is positive, the counterparty owes the System, which creates credit risk
for the System. When the fair value of a derivative contract is negative, the System owes the
counterparty and, therefore, it does not possess credit risk. The System minimizes the credit risk in
derivative instruments by entering into transactions that may require the counterparty to post coliateral
for the benefit of the System based on the credit rating of the counterparty and the fair value of the
derivative contract. Market risk is the adverse effect on the value of a financial instrument that results
from a change in the underlying reference security. The market risk associated with market changes is
managed by establishing and monitoring parameters that limit the types and degree of market risk that
may be undertaken.

Receivables and payables for investment trades not settled are presented within Advocate Plan assets.
Unsettled sales resulted in receivables due from brokers of $118 and $8,515 at December 31, 2022 and
2021, respectively. Unsettled purchases resulted in payables of $647 and $17,265 at December 31, 2022
and 2021, respectively.

Receivables and payables for investment trades not settled are presented within AAH Plan assets.
Unsettled sales resulted in receivables due from brokers of $9 and $7,808 at December 31, 2022 and
2021, respectively. Unsettled purchases resulted in payables of $995 and $16,500 at December 31, 2022
and 2021, respectively.

Fair value methodaologies for Level 1 and Level 2 are consistent with the inputs described in Note 7. FAIR
VALUE. Real estate commingled funds for which an active market exists are included in Level 2. The
System opted to use the net asset value per share, or its equivalent, as a practical expedient for the fair
value of the Plans’ interest in hedge funds, private equity limited partnerships and real estate
commingled funds. There is inherent uncertainty in such valuations and the estimated fair values may
differ from the values that would have been used had a ready market for these investments existed.
Private equity limited partnerships and real estate commingled funds typically have finite lives ranging
from five to ten years, at the end of which all invested capital is returned. For hedge funds, the typical
lockup period is one year, after which invested capital can be redeemed on a quarterly basis with at
ieast 30 days’ but no more than 90 days’ notice. The Plans’ investment assets are exposed to the same
kinds and levels of risk as described in Note 7. FAIR VALUE.
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The following are the Plans’ financial instruments at December 31, 2022, measured at fair value on a
recurring basis by the valuation hierarchy defined in Note 7. FAIR VALUE:

Quoted Prices Other
in Active Significant Significant
Markets for Observable Uncbservable
December 31, Identical Assets Inputs Inputs

Description 2022 {Level 1) {Level 2) {Level 3)
Cash and short-term investments s 87,955 $ 627 S 87,328 § -
Corporate bonds and other debt securities 748,185 — 748,185 -
United States government obligations 540,677 — 540,677 -
Bond and other debt security funds 44,071 - 44,071 -
Equity securities 13,393 13,393 — -_—
Equity funds 335,434 9,418 326,016

Real estate funds 16,407 - 16,407

1,786,122 § 23,438 5 1,762,684 5

Investments at net asset value
Alternative investments

Total investments 5

59,579
1,845,701

The following are the Plans’ financial instruments at December 31, 2021, measured at fair value on a
recurring basis by the valuation hierarchy defined in Note 7. FAIR VALUE:

Quoted Prices Other
in Active Significant Significant
Markets for Observable Unobservable
December 31, Identical Assets Inputs Inputs

Description 2021 {Level 1) {Level 2) {tevel 3)
Cash and short-term investments 5 78,247 5 43,778 & 34,469 S -
Corporate bonds and other debt securitias 984,539 -_ 984,539 -
United States government obligations 740,439 — 740,439 -
Bond and other debt security funds 53,923 - 53,923 B
Equity securities 19,900 19,900 - =
Equity funds 432,928 12,474 420,454 —
Real estate funds 16,180 - 16,180 —

2,326,156 S 76,152 § 2,250,004 5 B

Investments at net asset value
Alternative investments

Total investments $

Assumptions used to determine benefit obligations are as follows:

Discount rate - Advocate Plan

Discount rate - AAH Plan

Assumed rate of return on assets - Advocate Plan
Assumed rate of return on assets - AAH Plan
Interest crediting rate - Advocate Plan

36

61,595
2,387,751

December 31, 2022 December 31, 2021
519 % 2.85 %
5.23% 305%
6.00 % 450 %
450 % 380%
4,10 % 1.80 %
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Assumptions used to determine net pension expense are as follows:

December 31, 2022 December 31, 2021
Discount rate - Advocate Plan 285 % 249 %
Discount rate - AAH Plan 3.05% 279%
Assumed rate of return on assets - Advocate Plan 4.50 % 4.40 %
Assumed rate of return on assets - AAH Plan 3.80 % 3.40 %
Interest crediting rate - Advocate Plan 1.80 % 135%

The assumed rate of return on each of the Plan's assets is based on historical and projected rates of

return for asset classes in which the portfolio is invested.

The 2022 and 2021 mortality assumption for the Plans was the amounts-weighted aggregate rates from
the Pri-2012 mortality study, with white-collar adjustments projected generationally from 2012 with

Scale MP-2021.

In addition to these Plans, the System sponsors a defined contribution plan for its employees. Expense
related to the plan, is included in salaries, wages and benefits expense in the accompanying
consolidated statements of operations and changes in net assets, were $312,816 and $296,894 for the

years ended December 31, 2022 and 2021, respectively.

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are available for the following purposes:

December 31, 2022 December 31, 2021

Purchases of property and equipment s 19,422 § 17,579
Medical education and other health care programs 218,754 234,098
$ 238,176 $ 251,677
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15. FUNCTIONAL OPERATING EXPENSES

Operating expenses directly attributable to a specific functional area of the System are reported as
expenses of those functional areas. Expenses other than interest expense are directly allocated to
functional departments at the time they are incurred. Interest expense that relates to debt financing is
allocated based on the use of the related funds. General and administrative expenses primarily include
legal, finance, marketing, purchasing and human resources. Health care services require the benefit of
and the expense of general and administrative services; therefore, these costs are further allocated to
health care services. A majority of fundraising costs are reported as other nonoperating {loss) income,
net in the accompanying consolidated statements of operations and changes in net assets.

Functional operating expenses for the year ended December 31, 2022 are as follows:

Generalt and
Health care services administrative Consolidated
Salaries, waget and benefits S 7,810,612 § 750,010 § 8,560,622
Supplies, purchased services and other 4,139,707 630,728 4,770,435
Contracted medical services 518,834 - 518,834
Depreciation and amortization 563,195 36,728 599,923
Interest 118,319 C 118,319
Total operating expenses 13,150,667 1,417,466 14,568,133
Allocation of general and administrative 1,417,466 (1,417,466) -
Total operating expenses after allocation 5 14,568,133 § — 8 14,568,133

Functional operating expenses for the year ended December 31, 2021 are as follows:

General and
Health care services administrative Consolidated
Salaries, wages and benefits $ 6,936,615 & 727,322 &8 7,663,937
Supplies, purchased services and other 3,937,999 632,548 4,570,547
Contracted medical services 564,586 = 564,586
Depreciation and amortization 495,608 67,801 563,409
Interest 106,101 £ 106,101
Total operating expenses 12,040,909 1,427,671 13,468,580
Allocation of general and administrative 1,427,671 {1,427,671) —
Total operating expenses after allocation s 13,468,580 S — 5 13,468,580
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LiQuioIty

The System’s financial assets available within one year of the consolidated balance sheets date for
general expenditures are as follows:

December 31, 2022 December 31, 2021

Current assets

Cash and cash equivalents $ 372,898 § 703,725
Assets limited as to use 153,557 139,742
Patient accounts receivable 1,796,499 1,816,705
Third-party payors receivables 23,400 22,154
Collateral proceeds under securities lending program 17,402 18,550
Total current assets 2,363,756 2,700,876

Assets limited as to use

Internally designated for capital and other 10,301,972 11,572,323

Held for self-insurance 564,195 649,513

Donor restricted 98,293 155,009

Investments under securities lending program 16,732 17,760
Total assets limited as to use 10,981,192 12,394,605
Total financial assets 5 13,344,948 & 15,095,481
Less

Amounts unavailable for general expenditures
Alternative investments {3,000,238) {2,727,059)
Total amounts unavailable for general expenditure (3,000,238) (2,727,059)

Amounts unavailable to management without approval

Held for self-insurance {717,752) (789,255)

Donor restricted (98,293) (155,009)

Investments under securities lending program (16,732) {17,760)
Total amounts unavailable to management without approval (832,777) (962,024)
Total financial assets available to management for general expenditure within one year S 9,511,933 $ 11,406,398

COMMITMENTS AND CONTINGENCIES

Aurora West Allis Medical Center has the right to operate the hospital under the terms of a lease
agreement with the City of West Allis ("the City"). In accordance with the lease agreement, the City has
title to all assets and any subsequent additions {with the exception of certain equipment used by
Aurora for laboratory services). Aurora West Allis Medical Center has an exclusive right to the use of
the assets and the obligation to maintain and replace them. The historical cost to the System of the
leased facilities is included within the System’s property and equipment, net. The agreement provides
for annual payments of less than $100 in lieu of annual lease payments and includes payment
escalations each subsequent year. The lease expires in 2063.

The System is committed to constructing additions and renovations to its medical facilities that are
expected to be completed in future years. The estimated cost of these commitments is $879,407, of
which $553,775 has been incurred as of December 31, 2022.

The System entered into agreements for information technology services provided by third parties. The
maximum amount of future payments that the System could be required to make under these
agreements is approximately $102,000 over the next eight years and approximately $3,000 and
$22,000 is included in accounts payable and other accrued liabilities and other noncurrent liabilities,
respectively in the accompanying consolidated balance sheets at December 31, 2022. The System has
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also entered into various other agreements. The future commitments under these agreements are
$27,500 over the next three years.

GENERAL AND PROFESSIONAL LIABILITY RISKS

The System is self-insured for substantially all general and professional liability risks. The self-insurance
programs combine various levels of self-insured retention with excess commercial insurance coverage.
In addition, various umbrella insurance policies have been purchased to provide coverage in excess of
the self-insured limits. Revocable trust funds, administered by a trustee and captive insurance
companies, have been established for the self-insurance programs. Actuarial consultants have been
retained to determine the estimated cost of claims, as well as to determine the amount to fund into the
irrevocable trust and captive insurance companies.

The System's hospitals, clinics, surgery centers, physicians and certified registered nurse anesthetist
providers that provide health care in Wisconsin are qualified health care providers that are fully
covered for losses in excess of statutory limits through mandatory participation in the State of
Wisconsin Injured Patients and Families Compensation Fund.

The estimated cost of claims is actuarially determined based on past experience, as well as other
considerations, including the nature of each claim or incident and relevant trend factors. Accrued
insurance liabilities and contributions to the trust were determined using a discount rate of 3.00% as of
December 31, 2022 and 2021. Total accrued insurance liabilities would have been $81,651 and $78,450
greater at December 31, 2022 and 2021, respectively, had these liabilities not been discounted.

The System entities are defendants in certain litigation related to professional and general liability risks,
and other matters. Although the outcome of the litigations cannot be determined with certainty,
management believes, after consultation with legal counsel, that the ultimate resolution of the
litigations will not have a material adverse effect on the System’s operations or financial condition.

LEGAL, REGULATORY AND OTHER CONTINGENCIES

Laws and regulations governing the Medicare and Medicaid programs are extremely complex and
subject to interpretation. During the last few years, due to nationwide investigations by governmental
agencies, various health care organizations have received requests for information and notices
regarding alleged noncompliance with those laws and regulations, which, in some instances, have
resulted in organizations entering into significant settlement agreements. Compliance with such laws
and regulations may also be subject to future government review and interpretation, as well as
significant regulatory action, including fines, penalties, exclusion from the Medicare and Medicaid
programs and revocation of federal or state tax-exempt status. Moreover, the System expects that the
level of review and audit to which it and other health care providers are subject will increase.

Various federal and state agencies have initiated investigations, which are in various stages of
discovery, relating to reimbursement, billing practices and other matters of the System. There can be
no assurance that regulatory authorities will not challenge the System’s compliance with these laws
and regulations, and it is not possible to determine the impact, if any, such claims or penalties would
have on the System. To foster compliance with applicable laws and regulations, the System maintains a
compliance program designed to detect and correct potential violations of laws and regulations related
to its programs.
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INCOME TAXES AND TAX STATUS

The subsidiaries of the System are primarily tax-exempt organizations under Internal Revenue Code
Section 501(c}{3} and their related income is exempt from federal income tax. Accordingly, no income
taxes are recorded for the majority of the income in the accompanying consolidated financial
statements for these entities. Unrelated business income is generated by certain of these entities
through the provision of services or other activities not directly related to the provision of patient care.

At December 31, 2022, the System had $153,352 of federal and $113,825 of state net operating loss
carryforwards with unutilized amounts of state net operating loss carryforwards expiring between 2022
and 2039. At December 31, 2021, the System had $98,410 of federal and $113,825 of state net
operating loss carryforwards with unutilized amounts of state net operating loss carryforwards expiring
between 2021 and 2037. As a result of the Tax Cuts and Jobs Act of 2017, net operating losses generated
after 2017 do not expire for federal purposes. Of the $153,352 of federal net operating loss
carryforwards at December 31, 2022, $138,431 was generated after 2017.

The System calculated income taxes for its taxable subsidiaries. Taxable income differs from pretax
book income primarily due to certain income and deductions for tax purposes being recorded in the
consolidated financial statements in different periods. Deferred income tax assets and liabilities are
recorded for the tax effect of these differences using enacted tax rates for the years in which the
differences are expected to reverse.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of
deferred tax assets is dependent on the generation of future taxable income during the periods in which
those temporary differences become deductible.

The System had deferred tax assets of 571,943 and $51,248, including $41,562 and $30,326 related to
net operating loss carryforwards, as of December 31, 2022 and 2021, respectively. These deferred tax
assets were partially offset by valuation allowances of 540,580 and $14,534, respectively, which were
recorded due to the uncertainty regarding the use of the deferred tax assets.

The System had deferred tax liabilities of $30,748 and $23,655 as of December 31, 2022 and 2021,
respectively, resulting in a net deferred tax asset of $615 and $13,059 as of December 31, 2022 and
2021, respectively.

Provisions {credits) for federal, state and deferred income taxes are included in other nonoperating
(loss) income, net in the accompanying consolidated statements of operations and changes in net assets
as follows:

Year Ended Year Ended
December 31, 2022 December 31, 2021
Federal S (15,041) $ {1,019)
State — {303)
Deferred 12,443 (8,668)
5 (2,598} § (2,990}
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21 SUBSEQUENT EVENTS

The System evaluated events and transactions subsequent to December 31, 2022 through April 11,
2023, the date of consolidated financial statement issuance.

In January 2023, $46,310 of the Series 2018B-2 Bonds were remarketed for a new long-term rate
period and will next be subject to mandatory purchase on June 24, 2026. In connection with the
remarketing, $3,260 of the Series 2018B-2 Bonds were redeemed and a loss on refinancing was
recorded in the amount of $19,

in January 2023, $49,065 of the Series 2018C-3 Bonds were remarketed for a new long-term rate
period and will next be subject to mandatory purchase on June 24, 2026. In connection with the
remarketing, $3,455 of the Series 2018C-3 Bonds were redeemed and a loss on refinancing was
recorded in the amount of $21.

* ok ok

42



#23-028

Supplementary Information

43



#23-028

Ernst & Young LLP Tel: +1 312 879 2000
155 North Wacker Orive Fax. +1 312 §79 4000

Chicago, IL 60606-1787 ey.com
Building a better
working world

Report of iIndependent Auditors on Supplementary Information

The Board of Directors
Advocate Health, Inc.

Our audits were conducted for the purpose of forming an opinion on the finandal statements as a
whole. The accompanying defails of consolidated balance sheets and details of consolidated
statements of operations and changes in net assets are presented for purposes of additional analysis
and are not a required part of the 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 financial statements. The information has been subjected to the auditing
procedures applied in the audits of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinicn, the information is fairly stated, in all material respects, in relation to the
financial statements as a whole.

é/wut v MLLP

April 11, 2023

A member tim of Erns1 & Young Global Linded
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ADVOCATE AURCRA HEALTH, INC.
CONSOLIDATING BALANCE SHEET
December 31, 2022
{in thousands)

Noncredit
Credit Group Group Eliminations  Consolidated
Assets
Current assets
Cash and cash equivalents $ 686,524 § (313,626) $ -5 372,808
Assets limited as to use 142,005 11,552 - 153,557
Patient accounts receivable 1,591,249 224,273 (19,023} 1,796,499
Other current assets 768,824 165,780 — 934,604
Third-party payors receivables 21,037 2,363 - 23,400
Receivable from subsidiaries 418,484 300,078 {718,562) -
Collateral proceeds under securities lending program 17,402 - - 17,402
Total current assets 3,645,525 390,420 (737,585) 3,298,360
Assets limited as to use 10,925,235 365,931 {309,974) 10,981,192
Note receivable from subsidiaries 172,635 — {172,635} —
Property and equipment, net 5,494,587 476,955 — 5,971,542
Other assets
Reinsurance receivable 116,786 - - 116,786
Goodwill and intangible assets, net 47,689 428,875 - 476,564
Investment in subsidiaries 1,012,938 - 1,012,938) -
Investments in unconsolidated entities 172,226 43,950 — 216,176
Operating lease right-of-use assets 259,408 45,903 - 305,311
Other noncurrent assets 491,921 20,418 - 512,338
Total other assets 2,100,968 539,146 {1,012,938) 1,627,176
Total assets $ 22,338,950 § 1,772,452 § (2,233,132} § 21,878,270
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ADVOCATE AURORA HEALTH, INC.
CONSOLIDATING BALANCE SHEET
December 31, 2022
{in thousands)

#23-028

Noncredit
Credit Group Group Eliminations  Consolidated
Current liabilities
Long-term debt and commercial paper, current portion $ 98,345 $ 25,014 % {22,155) $ 101,204
Long-term debt subject to short-term financing arrangements 165,035 - S 165,035
Operating lease liabilities, current portion 61,210 11,816 — 73,026
Accrued salaries and employee benefits 1,072,374 93,487 — 1,165,861
Accounts payable and accrued liabilities 848,605 281,970 {19,023) 1,111,552
Third-party payors payables 356,693 434 - 357,177
Accrued insurance and claims costs, current portion 191,738 12,854 - 204,592
Accounts payable to subsidiaries 288,749 407,658 {696,407) -
Collateral under securities lending program 17,402 - - 17,402
Total current liabilities 3,100,151 833,283 (737,585) 3,195,849
Noncurrent liabilities
Long-term debt, less current portion 3,252,131 175,927 {172,635) 3,255,423
Operating lease liabilities, less current portion 235,957 40,159 — 276,116
Accrued insurance and claims cost, less current portion 592,926 41,542 — 634,468
Accrued losses subject to insurance recovery 116,786 - - 116,786
Obligations under swap agreements 29,514 - — 29,514
Due to subsidiaries 309,974 —_ {309,974) -
Other noncurrent liabilities 870,746 51,821 — 922,567
Total noncurrent liabilities 5,408,034 309,449 (482,609) 5,234,874
Total liabilities 8,508,185 1,142,732 {1,220,194) 8,430,723
Net assets
Without donor restrictions
Controlling interest 13,666,706 110,259 (739,385) 13,037,580
Noncontrolling interests in subsidiaries - 445,344 [273,553) 171,791
Total net assets without donor restrictions 13,666,706 555,603 [1,012,938) 13,209,371
With donaor restrictions 164,059 74,117 — 238,176
Total net assets 13,830,765 629,720 {1,012,938) 13,447,547
Total liabilities and net assets $ 22,338,950 § 1,772,452 § (2,233,132} ¢ 21,878,270
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ADVOCATE AURORA HEALTH, INC.
CONSOLIDATING STATEMENT OF OPERATIONS
Year Ended December 31, 2022
{in thousands)

Noncredit
Credit Group Group Eliminations  Consolidated
Revenue
Patient service revenue $ 10,812,322 § 1,597,719 § (344,270} 5 12,065,771
Capitation revenue 557,744 643,841 {4,258) 1,197,327
Other revenue 700,071 936,489 (355,412) 1,281,148
Total revenue 12,070,137 3,178,049 (703,940) 14,544,246
Expenses
Salaries, wages and benefits 7,497,754 1,088,848 (25,855) 8,560,787
Supplies, purchased services and other 3,652,346 1,296,096 (253,294) 4,735,148
Contracted medical services 179,908 689,605 (350,679) 518,834
Depreciation and amortization 499,340 99,766 — 599,706
Interest 112,642 15,903 {10,226} 118,319
Total expenses 11,982,630 3,190,218 (640,054} 14,532,794
Operating income (loss) before nonrecurring expensas 87,507 {12,169) {63,886) 11,452
Nonrecurring expenses 35,339 . o 35,339
Operating income {loss) 52,168 {12,169) {63,886) {23,887)
Nonoperating {loss) income
Investment loss, net {698,863) {24,362) —_ {723,225)
Loss on debt refinancing (33) - S {33)
Change in fair value of interest rate swaps 61,703 - - 61,703
Other nonoperating (loss) income, net (12,518} (2,752} 4 {20,266)
Total nonoperating (loss) income, net {649,711) {32,114) 4 {681,821}
Revenue less than expenses (597,543} (44,283) (63,882) (705,708)
Less income attributable to noncontrolling interests - {109,006) 63,882 [45,124)
Revenue lass than expenses- attributable to contralling interests 5 {597,543) % {153,289) $ — $ {750,832)
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Notes to Supplementary Information
1. Credit Group

The supplementary financial information for the Credit Group is in accordance with the Second Amended
and Restated Master Trust Indenture dated as of August 1, 2018 between Advocate Aurora Health, Inc, the
other affiliates identified therein as the Members of the Obligated Group, the Restricted Affiliates, and U.S.
Bank National Association, as master trustee ("the System Master Indenture"}.

2. Credit Group Members

The Credit Group is comprised of the Obligated Group in combination with the Restricted Affiliates. The
Obligated Group includes Advocate Aurora Health, Inc.; Advocate Health Care Network; Advocate Health
and Hospitals Corporation; Advocate North Side Health Network; Advocate Condell Medical Center;
Advocate Sherman Hospital; Aurora Health Care, Inc.; Aurora Health Care Metro, Inc.; Aurora Health Care
Southern Lakes, Inc.; Aurora Health Care Central, Inc. d/b/a Aurora Sheboygan Memorial Medical Center;
Aurora Medical Center of Washington County, Inc.; Aurora Health Care North, Inc. d/bfa Aurora Medical
Center Manitowoc County; Aurora Medical Center of Oshkosh, Inc.; Aurora Medical Group, Inc.; Aurora
Medical Center Grafton LLC; and Aurora Medical Center Bay Area, Inc. The Restricted Affiliates include
Advocate Charitable Foundation; Advocate Home Care Products, Inc.; EHS Home Health Care Services, Inc.;
Evangelical Services Corporation, d/b/a Advocate Network Services, Inc.; High Technology, Inc.; Meridian
Hospice; and West Allis Memorial Hospital Inc. d/b/a Aurora West Allis Medical Center. The Credit Group is
with U.S. Bank National Association, as master trustee {"the System Master Indenture").
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CONSTRUCTION
INFLATION ALERT

For more than twe years the U.S. construction indusiry has been buffeted by unprecedented increases in materials
costs, supply-chain bottlenecks, and a tight labor market. To help project owners, governiment officials, and the public
undersiand how these conditions are affecting contractors and their workers, the Associated General Contractors of
America [AGC) has posted frequent updates of the Construction Inflation Alert.

several recent developments have raised the specter of a sharp slowdown or even a recession in the U S. econoimy.
Inflation is at a 40-year high, sapping consumers’ purchasing power despite elevated wage increases. Major stock
indexes have declined sharply—a frequent but not foalproo! harbinger of recession. A growing number of companies
have announced layoffs, although the job market remains vibrant, as indicated by large monthly employment increases,
neor-recoced job openings, and a persistently low unemployment rate

However, a recession is far from certain. Demand for infeastructure, monufacturing, and power construction appears to
he strong and likely to strengthen further, perhaps for several years to come. In any case, the cost of consiriction
matersials and labor does not generally move in sync with the overall econoimy. In short, owners should not asstrme that
tlelaying prejects will enable them to avoid volatility and disruptions in constriction costs, delivery tirnes, and labior
supply, even if the economy slows significantly.

Meanwhile, Russia’s ongoing attack on Ukraine and YWestern sanctions against Russia have disrupted production and
transport of dozens of commaodities. China's prolonged lockdown of Shanghai and other areas in an attempt to control
the: spread of covid has also affected production and shipping. Rew variants of covid, as well as a growing number of
people with lingering or recurrent symiptoms (“long-haut covid™}, add to uncestainty about labor supply.

This version of the Alert is the seventh update since the first edition was posied in March 2021 —an indication that the
situation remains far from “normal ” This document will continue to be revised to keep it timely as cenditions affecting
demand fer construction, laber supply, and materials costs and availability change. Each new version is posied here:
hitps:/fwwwagc.orgflearn/construction-data/fage-consiruction-inflation-alert

Please send comments and feedback, along with “Dear Valued Customer” {etters or other infesmation ataout materials
costs and supply-chain issues, to AGC of America’s chief economist, Ken Simonson, ken.simonson@apc.or.

Www.agc.org
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Recent changes in input costs

Previous editions of this guide have highlighted the extreme runup in materials costs that began in early 2020. More recently,
prices have moved in divergent directions for different materials. But, on balance, they continue to climb at a much higher rate

than the consumer price index.

The extent of these increases is documented by the Bureau of Labor Statistics (BLS). BLS posts producer price indexes (PPIs)
around the middle of each month for thousands of products and services {at www .bls.gov/ppi). Most PPls
are based on the prices that sellers say they charged for a specific item on the 11th day of the preceding
month. Producers include manufacturers and fabricators, intermediaries such as steel service centers and
distributors, and providers of services ranging from design to trucking.

Figure 1 shows the magnitude of the increases for seven widely used categories of construction inputs.
From April 2020, the low point for prices of many goods during the early stage of the pandemic, to June
2022, the PPI for steel mill products more than doubled (up 124% in 26 months). There were increases of
more than 60% in the indexes for copper and brass mill shapes [up 68%) and lumber and plywaod (up The PPI for steel mill
61%). PPlsrose by more than half for plastic construction products {up 55%}) and aluminum mill shapes 2 roducts rose 124%
{up 53%). The index for gypsum products increased 44% and the PPI for truck transportation climbed In 26 months

40%. Numerous other indexes rose by more than the 23% increase in the “bid price” index.

Figure 1

PPIs for construction bid prices ond selectad inputs
cumuiative change in PPIs, April 2020-June 2022 {not seasonally adjusted)
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Supply-chainissues

From the first days of the pandemic, avaitability and delivery times for materials have been never-ending headaches for
construction firms. Problems began as early as February 2020, when factories in China and northern Italy were shut down,
causing shortages of items as diverse as elevator parts, floor tiles, and kitchen appliances. Two years later, another round of
covid-related restrictions in China disrupted production and shipping from that country.

Russia’s attack on Ukraine, Western countermeasures against Russia, and diversions or blockages of cargo ships are impeding or
cutting off supplies of items as diverse as pig iron used in steelmaking, neon for lasers used in semiconductor manufacturing and
other applications, and Ukrainian clay used in producing ceramic tile exported to the U.S. from Italy and Spain. Some of these
impacts are far down the supply chain from the actual construction item. For instance, a producer of electrical switchgear
reported in May that the time for delivering products from its plant had doubled from 20 weeks to 40, in part because of
difficulty acquiring a fire-retardant chemical produced in Europe that goes into a plastic resin used to make the housing for its
switchgear.

Adding to these pandemic- and conflict-induced problems, a series of unusual mishaps interfered with
output or delivery of numerous goods. The biggest impact for construction came from the severe freeze
in Texas in February 2021 that damaged all of the petrochemical plants producing resins for a host of
construction plastics. Damage to the electrical grid in Louisiana from Hurricane Ida last September
further interfered with the production of some plastics inputs. Some cement plants have incurred
unusually long outages, in part because of delays in sourcing replacement parts.

The number of job
openings at the end

Contractors have also been affected by the much-publicized shortage of computer chips. Not only is the

construction industry a major buyer of pickup trucks that are in short supply, but deliveries of of MCly, arecord for

construction equipment also have been held up by a lack of semiconductors. the month

Contractors have reported being quoted exceptionally long lead times and/or allocations (less-than-full
shipments, generally tied to previously ordered quantities) for inputs as varied as electrical
transformers, traffic signal equipment, highway striping paint, wallboard, insulation, windows, and

roofing fasteners. Strong demand, plant outages, and truck driver shortages have meant long delays in
completing ready-mix concrete pours in several states in the Southeast and West.
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So far, there is little sign that the supply chain will consistentiy improve before 2023—or even 2024, in
the case of some computer chips. While the lead time for some items has shortened, deliveries for many
materials remain delayed or unpredictable. In fact, the expiration of labor contracts for West Coast
longshore workers and rail workers nationwide could result in new disruptions of shipments later this
year.

Labor supply and cost

Construction employment has bounced back well from the early months of the pandemic. However, construction firms are far
short of the number of workers they have been seeking. They have partially closed the gap by getting more overtime from the
workers they have, but this cannot continue indefinitely.

The construction industry lost 1.1 million employees from February to April 2020—a 15% decline in just two months. While both
residential and nonresidential construction employment rebounded somewhat in May 2020, employment stalled for more than
a year after that among nonresidential firms—nonresidential building and specialty trade contractors plus civil and heavy
engineering construction firms. During that peried, thousands of experienced workers moved into residential construction
{homebuilding and remodeling), found jobs in other sectors, or left the workforce completely.

Cra}
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By June 2022, seasonally adjusted construction employment totaled 7,670,000—modestly higher than the 7,624,000 employed
in February 2020. But there was a large shift between residential and nonresidential subsectors. Compared to February 2020
levels, residential construction firms had added nearly 180,000 workers, while empioyment in nonresidential construction was
stili down 134,000 employees or 2.9%, as shown in Figure 2.

Figure 2
Totat Nonfarm & c::ns'truction Employment‘. Feb. 2020-Jun. 2022 Change since Fab. 2020:
cumulative change (seasonally adjusted) - .
8% Number Percent
6% Rasidential 179,500 6.0%
4% Construction
2%
0% Total 524,000 -0.3%
Nonfarm

2%

Nonresidential
Construction -133,700 -2.9%

-10%
-12%
-14%
+16%

fab Apr Jun Aug Oct Dac Fab Apr Jun  Aug Oct Dec Fab Apr  Jun
2020 2020 2020 2020 2020 2020 2021 2021 2011 021 2021 2021 2022 2022 2022

Source: BLS current emplonment statistics, https /fwww bls gov/ces)

There is strong evidence that the construction industry would have added many more workers if they had been available. lob
openings in construction at the end of May totaled 466,000 (not seasonally adjusted), a jump of 130,000 or 359% from a year
earlier and by far the largest May total in the 22-year history of the data, as shown in Figure 3. In fact, job openings exceeded the
437,000 workers hired in May, implying that construction firms would have hired twice as many workers that month as they
were able to, if there had been enough qualified applicants.

Figure 3
Construction job openings exceed hires, set record high for May
Job openings and hires, May 2001-May 2022, not seasonally adjusted
1,000,000
Job openings May 2022: 466,000
800,000 change from May 2021: 39%

600,000
400,000
200,000

New hires May 2022: 437,000

0 change from May 2021: 14%

2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

Source: Source: Bureau of Labor Statistics, www bls gav/ilt, JCETS
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In order to attract, retain, and bring back workers, construction firms are raising pay. Average hourly earnings in construction for
“production and nonsupervisory employees” —mainly hourly craft workers—rose 6.0% from June 2021 to June 2022. That
compared with increases of 4.0% in the previous 12 months and 2.8% in the 12 months ending in June 2000.

Despite the acceleration in wages, construction pay has not risen as fast as in other industries. Historically, as shown in Figure 4,
contractors paid a “premium” to attract workers willing to work in the conditions, locations, and hours required for construction.
Specifically, average hourly earnings for production workers in construction typically averaged 20% to 23% more than for all private
sector employees, up until the onset of the pandemic. This premium shrank to less that 18% since the start of the pandemic as
restaurants, warehouses, delivery services, and other industries drastically increased pay. Other sectors were also able to offer
greater flexibility regarding hours and worksites, including work from home, that are not possible for construction.

Figure 4
Wage premium for construction has shrunk
= “Premium” for construction wages relative to total private sector has shrunk from 20-23% pre-pandemic to
17.5% for preduction & nonsupervisory employees as other sectors boost pay, benefits and offer flexible hours
and locations
* Implications: Contractors will have raise pay still more, pay more overtime, invest more in labor-saving software
and equipment
Average hourly earnings in excess of total private sector, March 2006-June 2022
24% Jun 2022 17.5%
20% WV‘\\-W e
16% ];'
12%
8%
4%

0%
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Sources: wages from U3, wavw by e ligy

These differences imply that construction wages will have to rise even more steeply to restore (and perhaps expand} the pay
“premium.” In addition, it is likely that contractors will pay more overtime to make up for the workers they don’t have. They may
also turn more to offsite production and onsite drones, robotics, 3- printers, and other ways of reducing the number or skill
level of the workers they employ.

Changesinbid prices

The extreme runup in so many input costs caused financial hardship for many contractors and subcontractors, especially for
those whose purchases are concentrated in materials with extra-steep increases.

BLS posts several PPIs for new nonresidential construction. Since every construction project is unique, it is not possible to colfect
prices for identical construction “products” in the same way as for mast goods and services. Instead, the agency creates “bid
price” PPls (BLS refers to them as output price indexes) through a two-step process. Each quarter it receives data from
construction cost-estimating firms regarding the cost of a package of installed components or “assemblies” of a particular
nonresidential building. Every month BLS asks a fixed group of contractors the amount of overhead and profit they would
charge to erect that building—the same building that contractor was asked about previously. BLS combines the answers from a
set of contractors to create PPIs for new warehouse, school, office, industrial, and healthcare building construction, along with a
weighted average of these building types for an overall index for new nonresidential building construction.
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BLS also creates PPIs for inputs to construction--weighted averages of the cost of materials and services purchased for every type of
project.

As shown in Figure 5, the PPI for bid prices rose at the same rate as the PPI for inputs from September 2019 to September 2020,
1.8% year-over-year. The bid-price PP| continued rising at a modest rate through mid-2021, while the year-over-year change in input
prices accelerated to more than 24% by June 2021.

Since mid-2001, the bid-price PPl also has accelerated considerably, as contractors attempt to pass on their rising materials and labor
costs. By June 2022, the bid-price index was climbing at a 19.8% year-over-year rate, compared to 16.8% for the PP for inputs to new
nonresidential construction.

Figure 5

Costs vs. bid prices for new nonresidential construction

Year-over-year change in PPIs, Sep 2020-Jun 2022, not seasonally adjusted
12 months to:

0,
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The bid-price index only indicates the price contractors propose for new starts. On projects for which they had already submitted a
bid or begun work, contractors were stuck with paying elevated materials prices that they could not pass on.

What's next for bid prices?

There is no fixed relationship between input costs and bid prices. For every firm and time period, the relationship depends on specific
market conditions and expectations.

However, it is possible to look at past relationships. Figure 6 shows the difference
between the year-over-year change in the PPl for materials costs for goods inputs to
construction and the bid-price index for new school construction. The areas in red
indicate periods in which the year-over-year change in the PP! for exceeded the bid-
price PPI for schools. (Similar patterns exist for the bid-price indexes for new

warehouse, office, industrial and healthcare buildings.) The ye'a r-over-yearc hcmg ein
materials costs may exceed the
Materials costs outran bid prices for as long as 26 months from late 2009 to early chcmge in bid prices for2 years or

2012 and for 25 months from late 2016 to late 2018. The current gap hasn’t lasted as more
long but the peak was more than twice as high as in previous episodes, indicating the
pain for contractors has been that much more intense.
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Figure 6

Cost squeeza on contractors can last two years or more
Difference between year-over-year change in materials costs vs. bid prices, Jan 2007-June 2022
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What can contractors and
owhers do?

Contractors can provide project owners with timely and credible third-party information about changes in relevant material costs
and supply-chain snarls that may impact the cost and completion time for a project that is underway or for which a bid has already
been submitted.

Owners can authorize appropriate adjustments te design, completion date, and payments to accommodate or work around these
impediments. Nobody welcomes a higher bill, but the alternative of having a contractor go out of business because of impossible
costs or timing is likely to be worse for many owners,

For projects that have not been awarded or started, owners should start with realistic expectations about current costs and the
likelihood of increases. They should provide potential bidders with accurate and complete design information to enable bidders to
prepare bids that minimize the likelihood of unpleasant surprises for either party.

Owners and bidders may want to consider price-adjustment clauses that would protect both parties from unanticipated swings in
materials prices. Such contract terms can enable the contractor to include a smaller contingency in its bid, while providing the
owner an opportunity to share in any savings from downward price movements (as has occurred recently with lumber, diesel fuel,
and some metals prices). The ConsensusDocs set of contract documents {(www .consensusdocs.org) is one source of industry-
standard model fanguage for such terms. The ConsensusDocs website includes a price escalation resource center (https://
www.consensusdocs.org/price-escalation-clause/).

The parties may also want to discuss the best timing for ordering materials and components. Buying items earlier than usual can
provide protection against cost increases. But purchase before use entails paying sooner for the items; potentially paying for
storage, security against theft and damage, and insurance; and the possibility of design changes that make early purchase unwise.
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Conclusion

The construction industry is in the midst of a period of exceptionally steep and fast-rising costs for a variety of materials,
compounded by major supply-chain disruptions and difficulty finding enough workers—a combination that threatens the financial
health of many contractors. No single solution will resolve the situation, but there are steps that government officials, owners, and
contractors can take to lessen the pain.

Federal trade policy officials can act immediately to end tariffs and quotas on imported products and materials. With many U.S. mills
and factories already at capacity, bringing in more imports at competitive prices will cool the overheated price spiral and enable
many users of products that are in short supply to avoid layoffs and shutdowns.

The federal government can improve the labor supply by aliowing employers to sponsor more foreign-born workers to fill positions
for which there are not enough qualified applicants. In addition, the federal government should fund and approve more
apprenticeship and training programs to enable students and career-switchers to acquire the skills needed for construction trades.

Officials at all levels of government should review all regulations, policies, and enforcement actions that may be unnecessarily driving
up costs and slowing importation, domestic production, transport, and delivery of raw materials, components, and finished goods.

Owners need to recognize that fast-changing materials costs and availability require a quick decision regarding bids and requests for
changes. For new and planned projects, owners should expect quite different pricing from previous estimates. They may want to
consider building in more flexibility regarding design, timing, or cost-sharing.

Contractors need, more than ever, to closely monitor costs and delivery schedules for materials and to communicate information
with owners, both before submitting bids and throughout the construction process.

Materials prices do eventually reverse course. Owners and contractors alike will benefit when that happens. Until then, cooperation
and communication can help reduce the damage.

AGC resources

This document will be updated if market conditions warrant. Check for the latest edition at:
https://www.agc.orgflearn/construction-data/age-construction-inflation-alert for the latest edition

The AGC website, www.agc.org, has a variety of resources available to contractors, owners, and others wanting to know more about
the construction industry.

AGC posts tables showing changes in PPIs and national, state, and metro construction employment each month at;
https://www.agc.org/learn/construction-data

AGC’s Data DIGest is a weekly one-page summary of economic news relevant to construction. Subscribe at:
https://store.agc.org/Store/Store/StoreLayouts/Item_Detail.aspx?iProductCode=4401
or email chief economist Ken Simonson at ken.simonsonf@agc.org.

Construction documents are available for viewing and purchase from ConsensusDocs at www.consensusdocs.org, including the price
escalation resource center, www.consensusdocs,org/price-escalation-clause/
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