
ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD    APPLICATION FOR PERMIT- 06/2022 - Edition 

 LGH CAC Expansion and Modernization Page 1 

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 Lutheran General Hospital - CAC Project 
Street Address: 1775 Dempster Street 
City and Zip Code: Park Ridge, IL 60068 
County:     Cook     Health Service Area:   7   Health Planning Area: A-07 

Applicant(s) [Provide for each applicant (refer to Part 1130.220)] 
Exact Legal Name: Advocate Health and Hospitals Corporation d/b/a Advocate Lutheran General 
Hospital 
Street Address: 1775 Dempster Street 
City and Zip Code: Park Ridge, IL 60068 
Name of Registered Agent: Michael Kerns 
Registered Agent Street Address: 2025 Windsor Drive 
Registered Agent City and Zip Code: Oak Brook, IL 60523 
Name of President: William Santulli 
President Street Address: 2025 Windsor Drive 
President City and Zip Code: Oak Brook, IL 60523 
President Telephone Number: 630-929-8704 

Type of Ownership of Applicants 

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

o Corporations and limited liability companies must provide an Illinois 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: Dia Nichols 
Title: Hospital President - Advocate Lutheran General Hospital 
Hospital Name: Advocate Lutheran General Hospital 
Address: 1775 Dempster Street, Park Ridge, IL 60068 
Telephone Number: 847-723-8446 
E-mail Address:  dia.nichols@aah.org
Fax Number:  847-723-2285 

Additional Contact [Person who is also authorized to discuss the application for permit] 
Name: Myndee Gomberg Balkan 
Title: Director, Health Facilities Planning 
Company Name: Advocate Health 
Address: 
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Telephone Number: 847-721-0376 
E-mail Address:  myndee.balkan@aah.org 
Fax Number: 
 
 
Additional Contact [Person to receive ALL correspondence or inquiries] 
Name: Roberto Orozco  
Title:  Director, Central Chicagoland & North Illinois Regions, Design & Construction  
Company Name: Advocate Health 
Address:  
Telephone Number: 773-308-4474 
E-mail Address: roberto.orozco@aah.org 
Fax Number: 
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SECTION I.  IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION 
 
This Section must be completed for all projects. 

 
Facility/Project Identification 
Facility Name: Advocate Lutheran General Hospital - CAC Project 
Street Address: 1775 Dempster Street 
City and Zip Code: Park Ridge, IL 60068 
County:     Cook                                      Health Service Area:          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: 750 W. Virginia 
City and Zip Code: Milwaukee, WI 53204 
Name of Registered Agent: The Corporation Trust Company 
Registered Agent Street Address: Corporation Trust Center 1209 Orange Street 
Registered Agent City and Zip Code: Wilmington, DE 19801 
Name of President: James Skogsbergh 
President Street Address: 2025 Windsor Drive 
President City and Zip Code: Oak Brook, IL 60523 
President Telephone Number: 630-572-9393 
 
Type of Ownership of Applicants 
 

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

 
o Corporations and limited liability companies must provide an Illinois 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: Dia Nichols 
Title: Hospital President - Advocate Lutheran General Hospital 
Hospital Name: Advocate Lutheran General Hospital 
Address: 1775 Dempster Street, Park Ridge, IL 60068 
Telephone Number: 847-723-8446 
E-mail Address:  dia.nichols@aah.org 
Fax Number:  847-723-2285 
 
Additional Contact [Person who is also authorized to discuss the application for permit] 
Name: Myndee Gomberg Balkan 
Title: Director, Health Facilities Planning 
Company Name: Advocate Health 
Address:  
Telephone Number: 847-721-0376 
E-mail Address:  myndee.balkan@aah.org 
Fax Number: 
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Additional Contact [Person to receive ALL correspondence or inquiries] 
Name: Roberto Orozco  
Title:  Director, Central Chicagoland & North Illinois Regions, Design & Construction  
Company Name: Advocate Health 
Address:  
Telephone Number: 773-308-4474 
E-mail Address: roberto.orozco@aah.org 
Fax Number: 
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SECTION I.  IDENTIFICATION, GENERAL INFORMATION, AND CERTIFICATION 
This Section must be completed for all projects. 

 
Facility/Project Identification 
Facility Name: Advocate Lutheran General Hospital - CAC Project 
Street Address: 1775 Dempster Street 
City and Zip Code: Park Ridge, IL 60068 
County:     Cook                                      Health Service Area:          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: 2025 Windsor Drive 
City and Zip Code: Oak Brook, IL 60523 
Name of Registered Agent: CT Corporation System 
Registered Agent Street Address: 208 S. LaSalle Street, Suite 814 
Registered Agent City and Zip Code: Chicago 60604 
Name of Co-Chief Executive Officer: James H. Skogsbergh 
Co-CEO Street Address: 2025 Windsor Drive 
Co-CEO City and Zip Code: Oak Brook, IL 60523 
Co-CEO Telephone Number: (630) 572-9393 
 
Type of Ownership of Applicants 
 

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

 
o Corporations and limited liability companies must provide an Illinois 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: Dia Nichols 
Title: Hospital President - Advocate Lutheran General Hospital 
Hospital Name: Advocate Lutheran General Hospital 
Address: 1775 Dempster Street, Park Ridge, IL 60068 
Telephone Number: 847-723-8446 
E-mail Address:  dia.nichols@aah.org 
Fax Number:  847-723-2285 
 
Additional Contact [Person who is also authorized to discuss the application for permit] 
Name: Myndee Gomberg Balkan 
Title: Director, Health Facilities Planning 
Company Name: Advocate Health 
Address:  
Telephone Number: 847-721-0376 
E-mail Address:  myndee.balkan@aah.org 
Fax Number: 
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Additional Contact [Person to receive ALL correspondence or inquiries] 
Name: Roberto Orozco  
Title:  Director, Central Chicagoland & North Illinois Regions, Design & Construction  
Company Name: Advocate Health 
Address:  
Telephone Number: 773-308-4474 
E-mail Address: roberto.orozco@aah.org 
Fax Number: 
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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:  
Telephone Number:  
E-mail Address: scott.nelson@aah.org 
Fax Number:  

 
Site Ownership 
[Provide this information for each applicable site] 
Exact Legal Name of Site Owner:  Advocate Health and Hospitals Corporation  
Address of Site Owner: 2025 Windsor Drive, Oak Brook, IL 60523 
Street Address or Legal Description of the Site: 1775 Dempster Street, Park Ridge, IL 60068 
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 Lutheran General 
Hospital 
Address: 1775 Dempster Street, Park Ridge, IL 60068 
 

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

 
o Corporations and limited liability companies must provide an Illinois Certificate of Good Standing. 
o Partnerships must provide the name of the state in which organized and the name and address of 

each partner specifying whether each is a general or limited partner. 
o Persons with 5 percent or greater interest in the licensee must be identified with the % of      

ownership. 
 
APPEND DOCUMENTATION AS ATTACHMENT 3, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
 
Organizational Relationships 
Provide (for each applicant) an organizational chart containing the name and relationship of any person or 
entity who is related (as defined in Part 1130.140).  If the related person or entity is participating in the 
development or funding of the project, describe the interest and the amount and type of any financial 
contribution. 
 
APPEND DOCUMENTATION AS ATTACHMENT 4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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Flood Plain Requirements 
[Refer to application instructions.] 
Provide documentation that the project complies with the requirements of Illinois Executive Order #2006-5 
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements, 
please provide a map of the proposed project location showing any identified floodplain areas.  Floodplain 
maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.org.  This map must be in a 
readable format. In addition, please provide a statement attesting that the project complies with the 
requirements of Illinois Executive Order #2006-5 (http://www.hfsrb.illinois.gov).  NOTE: A 
SPECIAL FLOOD HAZARD AREA AND 500-YEAR FLOODPLAIN DETERMINATION 
FORM has been added at the conclusion of this Application for Permit that must be 
completed to deem a project complete.  
 
APPEND DOCUMENTATION AS ATTACHMENT 5, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
 
Historic Resources Preservation Act Requirements 
[Refer to application instructions.] 
Provide documentation regarding compliance with the requirements of the Historic Resources 
Preservation Act. 
 
APPEND DOCUMENTATION AS ATTACHMENT 6, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM.   
 
DESCRIPTION OF PROJECT 
 
1. Project Classification 
[Check those applicable - refer to Part 1110.20 and Part 1120.20(b)] 
 
 
Part 1110 Classification : 
 

        Substantive 
 

        Non-substantive 
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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 d/b/a Advocate Lutheran General Hospital, 
Advocate Aurora Health, Inc. and Advocate Health, Inc., the applicants, propose a 
modernization project on the Advocate Lutheran General Hospital campus.   
 
This will include two areas of the outpatient Oncology program: 

• The expansion of the Center for Advanced Care (CAC) to relocate all outpatient BMT 
clinic and infusion services creating an integrated BMT program. 

• The modernization of the Medical Oncology service in the CAC to provide appropriately 
designed space with contemporary standards and functionality for the clinics and 
infusion services. 

The CAC is on the Advocate Lutheran General campus and is located at 1700 Luther Lane, Park 
Ridge, IL 60068. 
 
The project’s total square footage will be 18,282 of new construction (12,376 of clinical and 
5,906 of non-clinical) and 10,029 square feet of modernization (7,524 of clinical and 2,505 of 
non-clinical space). The cost of the project cost is $26,823,280 with an anticipated completion 
date of March 31, 2026.   
 
The project is classified as a non-substantive project, as it does not establish a new category of 
service nor facility as defined in 20 IL CS 3690/3.   
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Project Costs and Sources of Funds 
 
Complete the following table listing all costs (refer to Part 1120.110) associated with the project.  When a 
project or any component of a project is to be accomplished by lease, donation, gift, or other means, the 
fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated 
project cost.  If the project contains non-reviewable components that are not related to the provision of 
health care, complete the second column of the table below. Note, the use and sources of funds must be 
equal.   
 

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

Preplanning Costs    
Site Survey and Soil Investigation    
Site Preparation    
Off Site Work    
New Construction Contracts    
Modernization Contracts    
Contingencies    
Architectural/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    
Other Funds and Sources     
TOTAL SOURCES OF FUNDS    

NOTE: ITEMIZATION OF EACH LINE ITEM MUST BE PROVIDED AT ATTACHMENT 7, IN NUMERIC SEQUENTIAL ORDER AFTER 
THE LAST PAGE OF THE APPLICATION FORM. 

 
 
 
 
 

#23-045



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD                     APPLICATION FOR PERMIT- 06/2022 - Edition      
 

 LGH CAC Expansion and Modernization Page 11  
  

Related Project Costs 
   Provide the following information, as applicable, with respect to any land related to the project that 

will be or has been acquired during the last two calendar years: 
 

         
                    Land acquisition is related to project             Yes          No 
                    Purchase Price:      $_________________ 
                    Fair Market Value:  $_________________ 
                                          
The project involves the establishment of a new facility or a new category of service 
                                                 Yes          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 $               NA                 . 
 

 
 
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: 
 
                                    None or not applicable                         Preliminary 
 
                                    Schematics                                           Final Working 
Anticipated project completion date (refer to Part 1130.140): __March 31, 2026_  
 
Indicate the following with respect to project expenditures or to financial commitments (refer to Part 
1130.140): 
 

  Purchase orders, leases or contracts pertaining to the project have been executed.  
  Financial commitment is contingent upon permit issuance.  Provide a copy of the contingent 

“certification of financial commitment” document, highlighting any language related to CON 
Contingencies  

              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 Agency Submittals [Section 1130.620(c)] 

Are the following submittals up to date as applicable: 
 Cancer Registry 
 APORS 
 All formal document requests such as IDPH Questionnaires and Annual Bed Reports been 

submitted 
 All reports regarding outstanding permits  

Failure to be up to date with these requirements will result in the application for permit being 
deemed incomplete. 
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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, visitors, staff, or employees of a health 
care facility and not directly related to the diagnosis, treatment, or rehabilitation of persons receiving services from the health care 
facility.  "Non-clinical service areas" include, but are not limited to, chapels; gift shops; newsstands; computer systems; tunnels, 
walkways, and elevators; telephone systems; projects to comply with life safety codes; educational facilities; student housing; 
patient, employee, staff, and visitor dining areas; administration and volunteer offices; modernization of structural components (such 
as roof replacement and masonry work); boiler repair or replacement; vehicle maintenance and storage facilities; parking facilities; 
mechanical systems for heating, ventilation, and air conditioning; loading docks; and repair or replacement of carpeting, tile, wall 
coverings, window coverings or treatments, or furniture.  Solely for the purpose of this definition, "non-clinical service area" does not 
include health and fitness centers.  [20 ILCS 3960/3] 
 

  Gross Square Feet Amount of Proposed Total Gross Square Feet 
That Is: 

Dept. / Area Cost Existing Proposed New 
Const. Modernized As Is Vacated 

Space 
REVIEWABLE        
Medical Surgical        
Intensive Care        
Diagnostic 
Radiology        

MRI        
Total Clinical        
        
NON-
REVIEWABLE        
Administrative        
Parking        
Gift Shop        
        
Total Non-
clinical        

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

#23-045



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD                     APPLICATION FOR PERMIT- 06/2022 - Edition      
 

 LGH CAC Expansion and Modernization Page 13  
  

Facility Bed Capacity and Utilization 
 
Complete the following chart, as applicable.  Complete a separate chart for each facility that is a part of 
the project and insert 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.  Any bed capacity discrepancy from the Inventory will result in the 
application being deemed incomplete. 
 
 
FACILITY NAME: Advocate Lutheran General 
Hospital 

 
CITY: Park Ridge, Illinois 

 
REPORTING PERIOD DATES:                   From:   Jan. 1, 2022, to Dec 31, 2022             
                      
 
Category of Service 

 
Authorized 
Beds 

 
Admissions 

 
Patient Days 
 

 
Bed 
Changes 

 
Proposed 
Beds 

 
Medical/Surgical 332*  16,474 103,691   
 
Obstetrics 62 3,509 8,953   
 
Pediatrics 48 3,226 14,061   
 
Intensive Care 74 4,186 19,796   
 
Comprehensive Physical 
Rehabilitation 45 772 11,754   
 
Acute/Chronic Mental Illness 55 1,103 8,743   
 
Neonatal Intensive Care 54 110 15,655   
 
General Long-Term Care      
 
Specialized Long-Term Care      
 
Long Term Acute Care      
 
Other       
 
TOTALS: 670  29,380 182,653   
 
*Includes 19 beds approved by the HFSRB/IDPH to be operational 5/10/23
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SECTION III.  BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES - 
INFORMATION REQUIREMENTS 

#23-045



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD                     APPLICATION FOR PERMIT- 06/2022 - Edition      
 

 LGH CAC Expansion and Modernization Page 17  
  

 
This Section is applicable to all projects except those that are solely for discontinuation with no project 
costs.  
 
1110.110(a) – Background of the Applicant 
 
READ THE REVIEW CRITERION and provide the following required information: 
BACKGROUND OF APPLICANT 
 

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

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

 
3. For the following questions, please provide information for each applicant, including corporate officers or 

directors, LLC members, partners, and owners of at least 5% of the proposed facility.  A health care facility 
is considered owned or operated by every person or entity that owns, directly or indirectly, an ownership 
interest. 
 

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

 
b. A certified listing of each applicant, identifying those individuals that have been cited, arrested, 

taken into custody, charged with, indicted, convicted, or tried for, or pled guilty to the commission of 
any felony or misdemeanor or violation of the law, except for minor parking violations; or the 
subject of any juvenile delinquency or youthful offender proceeding.  Unless expunged, provide 
details about the conviction, and submit any police or court records regarding any matters 
disclosed. 

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

act involving moral turpitude.   
 

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

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

 
 

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

 
5. If, during a given calendar year, an applicant submits more than one application for permit, the 

documentation provided with the prior applications may be utilized to fulfill the information requirements of 
this criterion.  In such instances, the applicant shall attest that the information was previously provided, cite 
the project number of the prior application, and certify that no changes have occurred regarding the 
information that has been previously provided.  The applicant can submit amendments to previously 
submitted information, as needed, to update and/or clarify data. 

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

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

 
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, include 
statements of the age and condition of the project site, as well as regulatory citations, if any.  For equipment being 
replaced, include repair and maintenance records. 
 
NOTE:  Information regarding the “Purpose of the Project” will be included in the State Board Staff Report. 
 
APPEND DOCUMENTATION AS ATTACHMENT 12, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST 
PAGE OF THE APPLICATION FORM.  EACH ITEM (1-6) MUST BE IDENTIFIED IN ATTACHMENT 12.   
 
 
ALTERNATIVES 
 

                1)        Identify ALL the alternatives to the proposed project:   
 
Alternative options must include:  

 
A) Proposing a project of greater or lesser scope and cost.  

 
B) Pursuing a joint venture or similar arrangement with one or more providers or 

entities to meet all or a portion of the project's intended purposes; developing 
alternative settings to meet all or a portion of the project's intended purposes.  

 
C) Utilizing other health care resources that are available to serve all or a portion of 

the population proposed to be served by the project; and 
 
D)           Provide the reasons why the chosen alternative was selected. 

 
2) Documentation shall consist of a comparison of the project to alternative options.  The 

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

 
3) The applicant shall provide empirical evidence, including quantified outcome data that verifies 

improved quality of care, as available. 
 

 
 
APPEND DOCUMENTATION AS ATTACHMENT 13, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST 
PAGE OF THE APPLICATION FORM. 
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SECTION IV.  PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE 
 
Criterion 1110.120 - Project Scope, Utilization, and Unfinished/Shell Space 
 
READ THE REVIEW CRITERION and provide the following information: 
SIZE OF PROJECT: 
 

1. Document that the amount of physical space proposed for the proposed project is necessary and not 
excessive.  This must be a narrative and it shall include the basis used for determining the space and 
the methodology applied. 

 
2. If the gross square footage exceeds the BGSF/DGSF standards in Appendix B, justify the discrepancy by 

documenting one of the following: 
 

a. Additional space is needed due to the scope of services provided, justified by clinical or operational 
needs, as supported by published data or studies and certified by the facility’s Medical Director. 

 
b. The existing facility’s physical configuration has constraints or impediments and requires an 

architectural design that delineates the constraints or impediments. 
 

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 
following format with Attachment 14. 

 
SIZE OF PROJECT 

DEPARTMENT/SERVICE PROPOSED 
BGSF/DGSF 

STATE 
STANDARD  

DIFFERENCE MET 
STANDARD? 

 
 

    

     
 

 
APPEND DOCUMENTATION AS ATTACHMENT 14, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM.  
 
 
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 Ill. Adm. Code 1100.  
 
Document that in the second year of operation, the annual utilization of the service or equipment shall meet or exceed the 
utilization standards specified in 1110.Appendix B.  A narrative of the rationale that supports the projections must be 
provided.  
 
A table must be provided in the following format with Attachment 15. 
 

UTILIZATION 
 DEPT./ 

SERVICE 
HISTORICAL 
UTILIZATION 

(PATIENT DAYS) 
(TREATMENTS) 

ETC. 

PROJECTED 
UTILIZATION 

STATE 
STANDARD 

MEET 
STANDARD? 

YEAR 1      
YEAR 2      
      

 

 
APPEND DOCUMENTATION AS ATTACHMENT 15, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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UNFINISHED OR SHELL SPACE: 
 
Provide the following information: 
 

1. Total gross square footage (GSF) of the proposed shell space. 
 

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

 
3. Evidence that the shell space is being constructed due to: 

a. Requirements of governmental or certification agencies; or 
b. Experienced increases in the historical occupancy or utilization of those areas proposed 

to occupy the shell space. 
 
       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 
APPLICATION FORM. 
 
 
There is no shell space in the proposed project. 
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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. 
 

 
N/A
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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): 
 

 
Service 

# Existing 
Key Rooms 

# Proposed 
Key Rooms 

   
 

  

 
 

  

 
 

  

 
3.  READ the applicable review criteria outlined below and submit the required documentation  
 for the criteria:  
 

Project Type Required Review Criteria 

New Services or Facility or Equipment 
 

(b) − Need Determination − Establishment 

Service Modernization 
 
 
 
 

(c)(1) − Deteriorated Facilities 
 

AND/OR 
 

(c)(2) − Necessary Expansion  
PLUS 

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

OR 
 

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

APPEND DOCUMENTATION AS ATTACHMENT 31, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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The following Sections DO NOT need to be addressed by the applicants or co-applicants responsible for 
funding or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from 
Fitch's or Standard and Poor's rating agencies, or A3 or better from Moody's (the rating shall be affirmed 
within the latest 18-month period prior to the submittal of the application): 
 

• Section 1120.120 Availability of Funds − Review Criteria 
• Section 1120.130 Financial Viability − Review Criteria 
• Section 1120.140 Economic Feasibility − Review Criteria, subsection (a) 
 

VII.  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]: 
 

  
_$7,921,398______ 

 
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 
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 dollar amount, identification of 
any conditions of use, and the estimated timetable of receipts. 

 
 
$18,901,882 
 

d) Debt − a statement of the estimated terms and conditions (including the 
debt 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. 
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5)           For any option to lease, a copy of the option, including 

all terms and conditions. 
 

 
________ 
 

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

 
________ 
 

f) Grants − a letter from the granting agency as to the availability of funds in 
terms of the amount and time of receipt. 

 
 
________ 
 

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

 
 
$26,823,280 TOTAL FUNDS AVAILABLE 

       

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

All the applicants and co-applicants shall be identified, specifying their roles in the project funding, or 
guaranteeing the funding (sole responsibility or shared) and percentage of participation in that funding. 
 
Financial Viability Waiver 
 
The applicant is not required to submit financial viability ratios if: 
1. “A” Bond rating or better 
2. All the 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 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  

3 Years  
Projected 

  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 
 

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

 
1) That the total estimated project costs and related costs will be funded in total with 

cash and equivalents, including investment securities, unrestricted funds, 
received pledge receipts and funded depreciation; or 

 
2) That the total estimated project costs and related costs will be funded in total or 

in part by borrowing because: 
 
A) A portion or all 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. 

 
B.  Conditions of Debt Financing 

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

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

cost available. 
 
2) That the selected form of debt financing will not be at the lowest net cost 

available but is more advantageous due to such terms as prepayment privileges, 
no required mortgage, access to additional indebtedness, term (years), financing 
costs and other factors. 

 
3) That the project involves (in total or in part) the leasing of equipment or facilities 

and that the expenses incurred with leasing a facility or equipment are less costly 
than constructing a new facility or purchasing new equipment. 

 
C.     Reasonableness of Project and Related Costs 

 
  Read the criterion and provide the following: 
 

1. Identify each department or area impacted by the proposed project and provide a cost 
and square footage allocation for new construction and/or modernization using the 
following format (insert after this page). 
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COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE 

 
Department 
(List below) 

A B C D E F G H  
Total 
Cost 

(G + H) 
Cost/Square Foot       
New            Mod. 

Gross Sq. Ft. 
New         Circ.* 

Gross Sq. Ft. 
Mod.        Circ.* 

Const. $ 
(A x C) 

Mod. $ 
(B x E) 

          

Contingency          

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

  
 
 
  D.  Projected Operating Costs 
 
                 The applicant shall provide the projected direct annual operating costs (in current dollars per 

equivalent patient day or unit of service) for the first full fiscal year at target utilization but no 
more than two years following project completion. Direct cost means the fully allocated costs of 
salaries, benefits and supplies for the service. 

  
E. Total Effect of the Project on Capital Costs 

 
The applicant 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. 
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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 Illinois 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 Illinois Department of Public Health regarding "Inpatients 
and Outpatients Served by Payor Source" and "Inpatient and Outpatient Net Revenue by Payor Source" 
as required by the Board under Section 13 of this Act and published in the Annual Hospital Profile. 
 
3. Any information the applicant believes is directly relevant to safety net services, including information 
regarding teaching, research, and any other service. 
 
A table in the following format must be provided as part of Attachment 37. 
 

Safety Net Information per PA 96-0031 

CHARITY CARE 

Charity (# of patients) Year Year Year 
Inpatient    

Outpatient    

Total    
Charity (cost in dollars)    

Inpatient    

Outpatient    
Total    

MEDICAID 
Medicaid (# of patients) Year Year Year 

Inpatient    

Outpatient    

Total    

Medicaid (revenue)    

Inpatient    

Outpatient    
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Total    
    

 

 
APPEND DOCUMENTATION AS ATTACHMENT 38, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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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 Illinois. If charity care costs are reported on a consolidated basis, the applicant 
shall provide documentation as to the cost of charity care; the ratio of that charity care to the net 
patient revenue for the consolidated financial statement; the allocation of charity care costs; and 
the ratio of charity care cost to net patient revenue for the facility under review. 

 
3. If the applicant is not an existing facility, it shall submit the facility's projected patient mix by payer 

source, anticipated charity care expense and projected ratio of charity care to net patient revenue 
by the end of its second year of operation. 

 
Charity care" means care provided by a health care facility for which the provider does not expect 
to receive payment from the patient or a third-party payer (20 ILCS 3960/3).  Charity Care must be 
provided at cost. 
 
A table in the following format must be provided for all facilities as part of Attachment 39.  
 

CHARITY CARE 

 Year Year Year 

Net Patient Revenue    

Amount of Charity Care (charges)    

Cost of Charity Care    

    
 

 
APPEND DOCUMENTATION AS ATTACHMENT 39, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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SECTION XI -SPECIAL FLOOD HAZARD AREA AND 500-YEAR FLOODPLAIN DETERMINATION FORM 
 

In accordance with Executive Order 2006-5 (EO 5), the Health 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.  

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 (https://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  
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 is being made by a local official, please complete the following: 

FIRM Panel Number:   Effective Date:    

Name of Official:   Title:       

Business/Agency:  Address:   

(City) (State) (ZIP Code) (Telephone Number) 

Signature:   Date:     
NOTE: This finding only means that the property in question is or is not in a Special Flood Hazard Area or a 500-year 
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. 

If you need additional help, contact the Illinois Statewide Floodplain Program at 217/782-4428 
 

 

 

#23-045

https://msc.fema.gov/portal/home


ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD                     APPLICATION FOR PERMIT- 06/2022 - Edition      
 

 LGH CAC Expansion and Modernization Page 32  
  

Floodplain Map Example 

The image below is an example of the floodplain mapping required as part of the IDPH swimming facility construction 
permit showing that the swimming pool, to undergo a major alteration, is outside the mapped floodplain. 
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After paginating the entire completed application indicate, in the chart below, the page numbers for the included 
attachments: 
 

INDEX OF ATTACHMENTS 
ATTACHMENT 

NO. PAGES 
 1 Applicant Identification including Certificate of Good Standing 34 – 51  

2 Site Ownership 52 – 53 
3 Persons with 5 percent or greater interest in the licensee must be 

identified with the % of ownership. 54 – 70 

4 Organizational Relationships (Organizational Chart) Certificate of 
Good Standing Etc. 71 – 72 

5 Flood Plain Requirements 73 – 75 
6 Historic Preservation Act Requirements 76 – 79 
7 Project and Sources of Funds Itemization 80 – 81 
8 Financial Commitment Document if required 82 
9 Cost Space Requirements 83 
10 Discontinuation - 
11 Background of the Applicant 84 – 93 
12 Purpose of the Project 94 – 103 
13 Alternatives to the Project 104 – 106 
14 Size of the Project 107 – 110 
15 Project Service Utilization 111 – 112 
16 Unfinished or Shell Space 113 
17 Assurances for Unfinished/Shell Space 114 
18 Master Design and Related Projects - 

 Service Specific: - 
19 Medical Surgical Pediatrics, Obstetrics, ICU - 
20 Comprehensive Physical Rehabilitation - 
21 Acute Mental Illness - 
22 Open Heart Surgery - 
23 Cardiac Catheterization - 
24 In-Center Hemodialysis - 
25 Non-Hospital Based Ambulatory Surgery - 
26 Selected Organ Transplantation - 
27 Kidney Transplantation - 
28 Subacute Care Hospital Model - 
29 Community-Based Residential Rehabilitation Center - 
30 Long Term Acute Care Hospital - 
31 Clinical Service Areas Other than Categories of Service 115 – 121 
32 Freestanding Emergency Center -  
33 Birth Center - 

 Financial and Economic Feasibility:  
34 Availability of Funds 122 – 150 
35 Financial Waiver 151 
36 Financial Viability 151 
37 Economic Feasibility 152 – 157 
38 Safety Net Impact Statement 158 – 164 
39 Charity Care Information 165 – 166 
40 Flood Plain Information 167 

 

 APPENDIX 168+ 
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Type of Ownership of Applicants 
 

 
    Non-profit Corporation Partnership 

For-profit Corporation Governmental 
Limited Liability Company Sole Proprietorship Other 

 
Corporations and limited liability companies must provide an Illinois 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. 

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

 
 

Certificates of Good Standing for the applicants are provided as Attachment #1 
 
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 
Authorization for Advocate Aurora Health, Inc. to conduct business in IL 

Advocate Health, Inc. 
IL Certificate of Good Standing 
DE Certificate of Good Standing  
Authorization for Advocate Health, Inc. to conduct business in IL 
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Site Ownership 

[Provide this information for each applicable site] 
Exact Legal Name of Site Owner: Advocate Health and Hospitals Corporation  
Address of Site Owner: 2025 Windsor Drive, Oak Brook, IL 60523 
Street Address or Legal Description of the Site: 1775 Dempster Street, Park Ridge, IL 60068 
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. 
 

                The proposed site is at the Advocate Lutheran General Hospital’s Center for Advanced Care located at 
                1700 Luther Lane, Park Ridge, IL 60068.  Please see 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 Hospitals Corporation d/b/a Advocate Lutheran General Hospital 
Address: 1775 Dempster Street, Park Ridge, IL 60068 
 

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

 
o Corporations and limited liability companies must provide an Illinois Certificate of Good Standing. 
o Partnerships must provide the name of the state in which organized and the name and address of 

each partner specifying whether each is a general or limited partner. 
o Persons with 5 percent or greater interest in the licensee must be identified with the % of      

ownership. 
 
 

Certificates of Good Standing for the applicants are provided as 

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 
Authorization for Advocate Aurora Health, Inc. to conduct business in IL 

Advocate Health, Inc. 
IL Certificate of Good Standing 
DE Certificate of Good Standing  
Authorization for Advocate Health, Inc. to conduct business in IL 
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Organizational Relationships 
Provide (for each applicant) an organizational chart containing the name and relationship of any 
person or entity who is related (as defined in Part 1130.140).  If the related person or entity is 
participating in the development or funding of the project, describe the interest and the amount 
and type of any financial contribution. 
 
APPEND DOCUMENTATION AS ATTACHMENT 4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF 
THE APPLICATION FORM. 

 
 

See Attachment #4, Exhibit 1. 
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Flood Plain Requirements 
[Refer to application instructions.] 
 
Provide documentation that the project complies with the requirements of Illinois Executive Order #2006-5 
pertaining to construction activities in special flood hazard areas. As part of the flood plain requirements, 
please provide a map of the proposed project location showing any identified floodplain areas.  Floodplain 
maps can be printed at www.FEMA.gov or www.illinoisfloodmaps.org.  This map must be in a readable 
format. In addition, please provide a statement attesting that the project complies with the requirements of 
Illinois Executive Order #2006-5 (http://www.hfsrb.illinois.gov).    
 
APPEND DOCUMENTATION AS ATTACHMENT 5, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
 
By their signatures on the Certification, the applicants certify that the site for the proposed project 
is not in a flood plain, as identified by the most recent FEMA flood plain hazard map for this area. 
This project is not in a special flood hazard area, and therefore complies with Illinois Executive 
Order #2006-5. Please see Attachment 5, Exhibit 1 and 2. 
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Historic Resources Preservation Act Requirements 
[Refer to application instructions.] 
Provide documentation regarding compliance with the requirements of the Historic Resources Preservation 
Act. 
 
APPEND DOCUMENTATION AS ATTACHMENT 6, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM.   
 
 
 
A letter was sent to the Illinois Department of Natural Resources (IDNR) on October 3, 2023, 
requesting a determination letter for this project. The IDNR, Historic Preservation Division is in the 
process of replying to that request.  
The Historic Preservation Letter is provided as Attachment 6 Exhibit 1. 
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Project Costs and Sources of Funds 
 
Complete the following table listing all costs (refer to Part 1120.110) associated with the project.  When a 
project or any component of a project is to be accomplished by lease, donation, gift, or other means, the fair 
market or dollar value (refer to Part 1130.140) of the component must be included in the estimated project 
cost.  If the project contains non-reviewable components that are not related to the provision of health care, 
complete the second column of the table below. Note, the use and sources of funds must be equal. 
 

PROJECT COSTS AND SOURCES OF FUNDS 

USE OF FUNDS  CLINICAL   NON-CLINICAL   TOTAL  

Preplanning Costs  $         148,279   $             130,325   $           278,604  

Site Survey and Soil Investigation  $           59,520   $             188,480   $           248,000  

Site Preparation  $           78,159   $             546,404   $           624,563  

Off Site Work  $         420,000   $             718,254   $         1,138,254  

New Construction Contracts  $       5,003,798   $           7,546,766   $       12,550,564  

Modernization Contracts  $       2,045,249   $             995,618   $         3,040,867  

Contingencies  $         702,273   $           1,162,970   $         1,865,243  

Architectural/Engineering Fees  $         590,074   $             730,000   $         1,320,074  

Consulting and Other Fees  $         824,600   $             475,000   $         1,299,600  

Movable or Other  Equipment (not in 
construction contracts) 

 $         890,001   $             535,691   $         1,425,692  

Bond Issuance Expense (project related)  $         157,971   $               75,386   $           233,357  

Net Interest Expense During 
Construction (project related) 

 $         860,485   $             410,636   $         1,271,121  

Fair Market Value, Leased Space, 
Equipment       

Other Costs To Be Capitalized  $         939,241   $             588,100   $         1,527,341  

Acquisition of Building or Other 
Property (excluding land) 

   

 TOTAL USES OF FUNDS  $     12,719,650   $         14,103,630   $       26,823,280  

SOURCE OF FUNDS  CLINICAL   NONCLINICAL   TOTAL  

Cash and Securities      $         7,921,398  

Pledges       

Gifts and Bequests       

Bond Issues (project related)      $       18,901,882  

Mortgages       

Leases (fair market value)       

Governmental Appropriations       

Grants       

Other Funds and Sources         

TOTAL SOURCES OF FUNDS      $       26,823,280  
 
   
NOTE: ITEMIZATION OF EACH LINE ITEM MUST BE PROVIDED AT ATTACHMENT 7, IN NUMERIC SEQUENTIAL ORDER AFTER 
THE LAST PAGE OF THE APPLICATION FORM. 
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Itemization of Costs 

Center for Advanced Care South Exp. 
Pre-Planning $278,604  
   Site and Facility Planning 48,604 

   Programming thru Conceptual Planning 230,000 

Site survey (investigation, titles, traffic) $248,000  
Site Preparation  $624,563  
   Site - earthwork, stormwater detention, utilities, paving 444,500 

   Earthwork, drainage, stone, foundation prep 180,063 

Off-Site Work $1,138,254  
   Grading & Concrete 440,634 

   AT&T Line Adjustments 195,200 

   Gas (Metering thru construction) 176,750 

   Misc. Street Upgrades 325,670 

New Construction  $12,550,564  
Modernization Contracts $3,040,867  
Contingencies  $1,865,243  
Architect/Eng. Fees $1,320,074  
Consulting and Other Fees $1,299,600  
   Reimbursable & Other fees 523,000 

   Zoning Consultants 25,000 

   MEP /Envelope, LEED Commissioning 90,000 

   Sustainability 62,000 

   Miscellaneous 599,600 

Movable / Equipment $1,425,692  
   Exam Room Equipment 295,849 

   Recovery Equipment 230,500 

   Infusion equipment 300,545 

   Cancer Examination Equipment 240,956 

   Misc. Equipment 357,842 

Bond Issuance / Finance Expense $233,357  
Net Interest  $1,271,121  
Other Costs to be Capitalized $1,527,341  
   FF&E   255,550 

   Security Systems and Head End Equipment 154,000 

   Site Signage 98,500 

   Data Infrastructure, wireless, telecom 420,291 

   Miscellaneous costs  324,000 

   Costs CON, City of Park Ridge, MWRD 275,000 

TOTAL $26,823,280  
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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: 
 
                                    None or not applicable                         Preliminary 
 
                                    Schematics                                          Final Working 
Anticipated project completion date (refer to Part 1130.140): March 31, 2026 
 
Indicate the following with respect to project expenditures or to financial commitments (refer to Part 
1130.140): 
   

  Purchase orders, leases or contracts pertaining to the project have been executed.   
  Financial commitment is contingent upon permit issuance.  Provide a copy of the 

contingent “certification of financial commitment” document, highlighting any language 
related to CON Contingencies  

              Financial Commitment will occur after permit issuance.  
 
APPEND DOCUMENTATION AS ATTACHMENT 8, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM.   
 
 
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 Illinois Masonic Medical Center            #22-009      
Advocate South Suburban Hospital                       #22-028 
Advocate Christ Medical Center                             #E-051-22 
Advocate Outpatient Center – South Elgin         #22-050 
Advocate Outpatient Center – Chicago Webster #23-002 
Advocate Outpatient Center – Lakemoor             #23-010 
Advocate Christ Medical Center                              #23-021  
Advocate ASTC – Chicago Webster          #23-007  
Advocate Outpatient Center Hoffman Estates     #23-028  
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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 department’s or area’s portion 
of the surrounding circulation space.  Explain the use of any vacated space. 
 

  
  

Department Gross Square 
Feet 

Amount of Proposed Total Department Gross 
Square Feet That Is: 

Dept. / Area  Total Costs  Existing Proposed CON New 
Const. Modernized As Is Vacated 

Space 

CLINICAL               

Oncology Infusion 
(Modernization)  $      4,113,821  7,890 7,524 0 7,524 0 0 

BMT Infusion (includes 
Apheresis)  $      5,499,150  2,861 7,843 7,843 0 0 2,861 

Exam Rooms  $      3,106,680  1,847 4,533 4,533 0 0 1,847 

Total Clinical  $    12,719,650  12,598 19,900 12,376 7,524 0 4,708 
                

                

NON-CLINICAL Non-
Reviewable               

Administrative  $      1,362,543  1,905 1,111 200 911 0 400 
Office Space  $      1,692,881  755 1,483 220 1,263 0 220 
Reception/Waiting  $      4,557,830  1,520 3,396 3,065 331 0 797 
Pharmacy  $      2,243,391  0 932 932 0 0 0 
Mechanical/Electrical, IT  $      4,246,985  0 1,489 1,489 0 0 0 
                

Total Non-Clinical  $    14,103,630  4,180 8,411 5,906 2,505 0 1,417 
Total  $    26,823,280  16,778 28,311 18,282 10,029 0 6,125 

 
The proposed use of the vacated space is outlined below. 
 
Current Dept. / Area Uses: Gross Square Feet 
BMT Infusion Medical Off. Ctr. - Re-rent 2,861 
BMT Exam Rooms Center for Advanced Care – Re-rent 1,847 
Administrative Medical Off. Ctr. - Re-rent 400 
Office Space Medical Off. Ctr. - Re-rent 220 
Reception Waiting Medical Off. Ctr. - Re-rent 797 
  TOTAL 6,125 
APPEND DOCUMENTATION AS ATTACHMENT 9, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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SECTION III.  BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES - 
INFORMATION REQUIREMENTS 
 
This Section is applicable to all projects except those that are solely for discontinuation with no project costs.  
 
1110.110(a) – Background of the Applicant 
 
READ THE REVIEW CRITERION and provide the following required information: 
 
BACKGROUND OF APPLICANT 
 

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

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

 
3. For the following questions, please provide information for each applicant, including corporate officers or 

directors, LLC members, partners, and owners of at least 5% of the proposed facility.  A health care facility 
is considered owned or operated by every person or entity that owns, directly or indirectly, an ownership 
interest. 
 

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

 
b. A certified listing of each applicant, identifying those individuals that have been cited, arrested, 

taken into custody, charged with, indicted, convicted, or tried for, or pled guilty to the commission of 
any felony or misdemeanor or violation of the law, except for minor parking violations; or the 
subject of any juvenile delinquency or youthful offender proceeding.  Unless expunged, provide 
details about the conviction, and submit any police or court records regarding any matters 
disclosed. 

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

act involving moral turpitude.   
 

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

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

 
 

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

 
5. If, during a given calendar year, an applicant submits more than one application for permit, the 

documentation provided with the prior applications may be utilized to fulfill the information requirements of 
this criterion.  In such instances, the applicant shall attest that the information was previously provided, cite 
the project number of the prior application, and certify that no changes have occurred regarding the 
information that has been previously provided.  The applicant can submit amendments to previously 
submitted information, as needed, to update and/or clarify data. 

 
APPEND DOCUMENTATION AS ATTACHMENT 11, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. EACH ITEM (1-4) MUST BE IDENTIFIED IN ATTACHMENT 11.   
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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 Illinois licensed health care facilities owned by 
the applicants. Exhibit 2 is the current state hospital license for Advocate Lutheran General 
Hospital. Beyond those listed in Exhibit 1, there are no other Illinois hospitals owned by 
Advocate Aurora Health, Inc. in Illinois. The most recent DNV accreditation certificate for the 
Hospital is included as Attachment 11, Exhibit 3. 

 
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 Certification pages of this application, the applicants attest there 
has been no “adverse action” (as that term is defined in Section 1130.140 of the Illinois 
Health Facilities and Services Review Board (HFSRB) rules) against any Illinois health care 
facility 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 Illinois 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 Illinois Department of Public Health find 
pertinent to this subsection.  
 

4. If, during a given calendar year, an applicant submits more than one application for 
permit, the documentation provided with the prior applications may be utilized to fulfill 
the information requirements of this criterion.  In such instances, the applicant shall attest 
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. 
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Illinois Hospitals owned and operated by the applicants. 

Facility Location License No. DNV Accreditation No.  
Advocate Christ Medical 
Center 4440 West 95th St Oak Lawn, IL 60453 315 PRJC-435588-2012-MSL-USA 

Advocate Condell Medical 
Center 

801 South Milwaukee Ave Libertyville, IL 
60048 5579 PRJC-492361-2013- AST-USA 

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

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

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

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

Advocate Sherman Hospital 1425 North Randall Rd Elgin, IL 60123 5884 PRJC-496379-2013-MSL-USA 
Advocate South Suburban 
Hospital 17800 South Kedzie Ave Hazel Crest, IL 60429 4697 PRJC-409982-2012-MSL-USA 

Advocate Trinity Hospital 2320 East 93rd Street Chicago, IL 60617 4176 PRJC-408213-2012-MSL-USA 
      

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

Facility Location License No.  
Joint Commission Accreditation 
No/ Accreditation Association for 
Ambulatory Health Care, Inc. 

Dreyer Ambulatory Surgery 
Center 1220 N. Highland Ave, Aurora, IL 7001779 AAAHC 
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SECTION III – BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES - 
INFORMATION REQUIREMENTS 

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

Criterion 1110.110 – Background, Purpose of the Project, and Alternatives 

1110.110(b) – Purpose of Project 

READ THE REVIEW CRITERION and provide the following required information: 

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, 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, include 
statements of age and condition and 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 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.   

 

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. 

 
Advocate Lutheran General Hospital is proposing a modernization project to continue to provide 
comprehensive Oncology care to the patients in the service area. In 2018, a Master Facility Plan was 
developed that addressed the future of the ambulatory care services for the key destination 
services at the hospital and identified space and programming deficiencies.  
For the Oncology services, the plan identified a campus plan for current and long-term facility needs 
to continue to provide access for the Medical Oncology clinic and infusion service and create a full 
service BMT (Bone Marrow Transplant) focused center at Advocate Lutheran General Hospital.  
This project is designed to meet the growing need of innovative cancer care as well as the projected 
demand for these cutting-edge treatments in a coordinated, fully integrated location with increased 
space and resources. 
 
The project includes two areas of the Oncology program: 

• The expansion of the Center for Advanced Care (CAC) to relocate BMT services creating an 
integrated BMT program. 
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• The modernization of the Medical Oncology service providing the appropriately designed 
space with contemporary standards and functionality for the infusion services. 

 

CAC Expansion – Outpatient BMT Center and Infusion Service 

The Bone Marrow Transplant and Cellular Therapy Program at Advocate Lutheran General Hospital 
provides advanced treatment options and access to cutting edge clinical services and research trials 
to serve the needs of transplant and cellular therapy patients.  

Advocate Lutheran General Hospital has been performing autologous HSC transplants since 1991.  
HLA matched-related allogeneic transplants began in 1994 and unrelated stem cell transplants in 
June of 2015. 

The program is recognized as a Cellular Therapy Center at the same level as other nationally 
recognized centers. This includes recognition from the Foundation for the Accreditation of Cellular 
Therapy (FACT). The LGH BMT program is recognized by the Commission on Cancer in the academic 
category and is only one of the 10% of BMT programs that are community based; offering a BMT 
program in the service area to provide access that does not require travel to an academic medical 
center.  

The program has been accredited with National Marrow Donor Program (NMDP) and has been an 
approved collection center since 2003. It is an authorized treatment center for CAR T cellular 
therapies since 2019 and is the only CAR T cell program in the Northwest suburbs.  

The CAC expansion will provide updated and contemporary space to relocate the current BMT 
services that are located in three separate areas of the hospital campus. The components will 
include the BMT clinic, examination and procedure rooms, apheresis rooms, pharmacy, staff space 
and infusion bays.   

The design will provide appropriately sized rooms and configuration to create a comprehensive 
outpatient care model, expanded clinic rooms, greater staff efficiency and a cohesive patient 
experience to support the collaborative, integrated program.  

CAC Modernization - Medical Oncology and Infusion Service 

This project includes modernization of the current Medical Oncology service located on the 
second floor of the existing CAC building on the hospital campus.  The modernization will 
occur within the existing footprint and be redesigned and updated to achieve appropriate 
rooms sizes and room/service configuration. The design will provide additional Medical 
Oncology infusion bays for cancer patients space needed as the Oncology clinics and 
programs grow.  

The expanded space will accommodate the required number of rooms to support current and 
projected volume and designed to meet current best practices and Advocate Aurora Health room 
standards. 
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Define the planning area or market area, or other, per the applicant’s definition. 
 
Advocate Lutheran General Hospital is a major provider of health care to the residents of Suburban 
Cook County and surrounding areas. The hospital was founded in 1897. It is located in the IHFSRB 
Planning Area A-07 as shown in Attachment 12, Exhibit 1.  

The Hospital’s service area includes 56 zip codes that comprise 70% of the hospitals IP and OP 
surgical cases.  In addition, 31% of the hospitals’ patients live in North and West suburban areas. 
84% of the hospital’s inpatient and 88% of the outpatient oncology patients reside in the service 
area. Attachment 12 Exhibit 2 provides a map of the hospital’s service area.  

With a population of 1,401,173, the service area is a diverse community with 21% of its residents of 
Hispanic ethnicity and a racial distribution of 58% White, 14% Asian, 7% Black and other. 

The median age of residents in the service area is 42 years old. Older adults (65 and older) represent 
nearly 21 percent of the service area population. This geography has a larger number (21%) of 
adults 65 and older compared with 18% for the entire United States.  

The demographic population information for the Lutheran General Hospital is provided in the table 
below. Although the total population in the service area is expected to be flat, the 65+ population is 
projected to grow by 9%, expecting an increase of over 25,000 additional older residents.  

Advocate Lutheran General Total Service Area Demographics 
Age 
Group 2023 Population 2028 Population 2023 % of Total Population Change 

0-17 281,647 274,816 20.1% -2.4% 
18-44 468,010 452,402 33.4% -3.3% 
45-64 363,508 343,409 25.9% -5.5% 
65+ 288,008 313,577 20.6% 8.9% 
TOTAL 1,401,173 1,384,204 100.0% -1.2% 
Source: Charitis 2023 (Near North PSC)     
 

The population for the entire Planning Area A-07, similar to the Advocate Lutheran General Hospital 
service area, shows the 65+ population is the age group projected to grow over the next five years.   

• It is notable that there are increases in some of the ethnic populations. The Hospital has a 
strong pattern of providing care to the Hispanic population with multilingual staff in many 
areas. 

• As the multicultural aspects of the community change, the Hospital is committed to meet 
the social and medical needs of the population. 

 
The hospital has continued to adapt to the changing health care needs and provide the continuum 
of health care services to families that live in the hospital’s defined service area.  
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2. Identify the existing problems or issues that need to be addressed, as applicable and 
appropriate for the project.  [See 1110.230(b) for examples of documentation.] add 
deficiencies of the existing unit 

 
The project addresses the need to create contemporary space to accommodate all components of 
the Medical Oncology infusion service and BMT programs.  
The proposed plan will modernize the Medical Oncology infusion space to provide updated room 
sizes, corridor width, and staff space in an appropriate configuration to support the current Medical 
Oncology services.  
The Outpatient Medical Oncology infusion program was developed in a space previously designed 
for other hospital services. The existing room sizes and configuration is limiting the throughput and 
access for the infusion services.  The room sizes are too small to accommodate the patient 
treatment and the corridors are often too narrow for patients in wheelchairs or with others 
providing assistance. 
The newly designed space will address the room size and corridor deficiencies and provide the 
adjacencies needed for provider collaboration.  There will be increased clinical visibility for infusion 
patients and increased privacy for patients.  
 
The BMT program will relocate all services to a contemporary integrative space that will be 
designed with the number of rooms needed for each component in a configuration designed based 
on the needs of the patient. The room sizes will be brought up to current standards and the number 
of rooms will increase based on current and projected volume. The clinic and infusion rooms will be 
private rooms with bathrooms needed for the privacy and infection control required for BMT 
patients with compromised immunity.  
The design will provide increased staff visibility of patients with increased staff space and to support 
all of the services.  
The co-location of all services will support the coordination of patient care and improve critical 
collaboration between their team of providers. Current BMT services are located in three areas on 
the hospital campus and are a distance from the parking areas and from each other, as shown in the 
campus map provided as Attachment 12, Exhibit 4. Patients need to be transported from building to 
building and this is often a hardship for patients that are undergoing this treatment.  
 
3. Cite the sources of the information provided as documentation. 
 

• Clinical, administrative, and financial data from Advocate Health and Hospitals Corporation 
and Advocate Lutheran General Hospital 

• Advocate Lutheran General Hospital Strategic Master Facility Plan 
• Illinois Department of Public Health Hospital Licensing Code 
• Illinois Health Facilities and Services Review Board (HFSRB) Administrative Rules 
• IHA COMPdata 
• AIA/FGI Guidelines for Design and Construction of Health Care Facilities 
• Illinois Administrative Code, Title 77, Chapter I, Subchapter b, Part 250, Section 250.2440 

General Hospital Standards 
• Esri and the US Census Bureau demographic reports 
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• HFSRB Hospital Profiles 
• HFSRB Inventories and Data 
• Health care literature regarding current Oncology trends  
• City of Park Ridge Building Code, International Building Codes, National Electrical Code, State 

of Illinois Plumbing Code, Accessibility Code and State Hospital Licensing Standards  
• Sg2 Inpatient Surgical Forecast; Sg2 Impact of Change Inpatient Procedure Expert Analysis  
 

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

 
The primary purpose of the Project is to continue to provide the highest level of Oncology services 
to the patients in the LGH service area.  

The Oncology Destination Program at LGH includes a comprehensive service ranging from Inpatient 
Medical and Surgical Oncology to Outpatient clinical services and support.  

Medical Oncology Infusion Service include: 

• Chemotherapy 
• Immunotherapy and other infusion services 
• Clinical Research Trials 

 
BMT Procedures include: 

• Autologous procedures - chemotherapy, immunotherapy and other infusion services and 
clinical research trials 

• Allogeneic procedures – matched related, haploidentical, matched unrelated, umbilical cord 
• Cell Therapy – donor lymphocyte infusion 
• CAR-T Cell Therapy 
• Clinical Research Trials 

 
The expanded CAC will be designed for flexibility to support the growth of Oncology and infusion 
services in the future. This space will be able to support future clinics such as lipid and iron clinics 
and procedural services such as vascular access services. 

The Oncology services at Advocate Lutheran General Hospital including the Medical Oncology 
infusion treatments have grown by 33%.  Sg2 forecasts an increase in this service area for 
outpatient oncology of 4% over the next five years and chemotherapy in hospital or outpatient 
settings of 8%.    

The BMT service is projected to continue over the next ten years.  Sg2, a national Consulting Firm, 
forecasts that over the next 10 years, BMT services will increase by over 12%. This is in part due to 
the increasing incidence in the older population and these patients may not good candidates for 
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other interventions. Additionally, BMT is being used for a wider variety of diseases to include 
Autoimmune and genetic disorders beyond just blood-based cancers.  

The improvements in the physical facility will include create a comprehensive, coordinated space to 
accommodate all of the services that are part of the Medical Oncology and BMT programs. The 
rooms will be right sized and configured to meet the Advocate and current industry standards. 

This project like other hospital initiatives, supports the underlying goal of Advocate Aurora’s 
diversity, equity, and inclusion strategy; anchored by the purpose to help people live well and fueled 
by a commitment to transform our workplace and our communities. This is due to the belief that a 
diverse workforce and strong community partnerships allow Advocate to deliver equitable care for 
all. Advocate Aurora is working to close gaps, foster a thriving inclusive environment and ensure 
outcomes that are consistent and fair.  
 
5. Provide goals with quantified and measurable objectives, with specific timeframes that relate 

to achieving the stated goals as appropriate. 

 
The principal goal for this project is to invest in and develop a modern and updated infrastructure, 
to allow Advocate Lutheran General to continue to provide the highest level of Oncology care to 
residents in the community. The phasing of this project was well thought out to provide the safest, 
high-quality care and minimized disruption to patients and clinicians.  The construction phasing plan 
was developed to keep the services operational within each phase of the modernization process.  
Throughout this project, Advocate Lutheran General is committed to spending 35% of construction 
cost with diversity, equity, and inclusion focused companies.  
 
Phase 1 

• The CAC South expansion will be constructed.  

 
Phase 2 

• The Medical Oncology infusion will temporarily move to the CAC South expansion 
• The Medical Oncology infusion space will be modernized.  

Phase 3 

• The Medical Oncology infusion service will move back to the original modernized location.  
• The BMT clinic and infusion services will move into the new CAC South Expansion space. 

 
The entire project is expected to be completed and operational by March 31, 2026. 
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Advocate Lutheran General Hospital 
Disclaimer: This map depicts service area information based on inpatient admissions by zip code. Its use in this report should not be understood as a 
representation concerning a relevant geographic area of competition or concerning the actual extent of competition between or among providers in 
any given zip code or area. 
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Advocate Lutheran General Hospital – Oncology Service Line 

At Lutheran General, we are committed to bringing academic level care to our patients and families 
in a personalized, community setting.  We offer a myriad of comprehensive cancer services from 
diagnosis thru treatment thru survivorship. 

The following services are offered on our campus: 

• Dedicated BMT Program 
 Inpatient Oncology and BMT Unit 
 Apheresis Center                                        
 Cell Processing Lab 
 BMT Program Coordination office 
 Outpatient Infusion Center 
 Ambulatory Surgery Center 
 Russell Research Institute 
 Carol St. Apartments/Lodging 

• Interventional Pulmonology 
• Advanced surgical services, including robotics; our lung cancer surgery program, which was 

ranked #40 by U.S. News and World Report 
• Cardio-Oncology 
• Gynecologic Oncology 
• Survivorship Center:  includes social work, nutrition services and other support programming to 

promote health and wellness  
• Rehabilitation services 
• Palliative Care 
The following services are offered in the Center for Advanced care dedicated to bringing specialty 
services to our community in one convenient location on our campus: 

• Caldwell Breast Center:  includes advanced breast imaging, breast surgery clinic and 
multidisciplinary breast clinic 

• Advanced diagnostic imaging 
• Outpatient laboratory services 
• Fertility Services 
• Genetic Counseling 
• Medical Oncology:  includes chemotherapy, targeted therapy infusions 
• BMT Clinic 
• Radiation Oncology:  includes SRS/SBRT, brachytherapy 
• Neuro-Oncology 
• Nurse Navigators 
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SECTION III – BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES - 
INFORMATION REQUIREMENTS 
 
This Section is applicable to all projects except those that are solely for discontinuation with no project costs.  
 
Criterion 1110.230 – Background, Purpose of the Project, and Alternatives  
READ THE REVIEW CRITERION and provide the following required information: 
ALTERNATIVES 

1)        Identify ALL of the alternatives to the proposed project:   
                  Alternative options must include:  

A) Proposing a project of greater or lesser scope and cost;  
B) Pursuing a joint venture or similar arrangement with one or more providers or entities to meet all 

or a portion of the project's intended purposes; developing alternative settings to meet all or a 
portion of the project's intended purposes;  

C) Utilizing other health care resources that are available to serve all or a portion of the population 
proposed to be served by the project; and 

D)         Provide the reasons why the chosen alternative was selected. 
2) Documentation shall consist of a comparison of the project to alternative options.  The comparison 

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

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

 
As part of the overall Advocate Lutheran General Hospital Master Planning process, it was 
determined that there was a critical need for expansion and modernization to address space 
programming for the Medical Oncology and BMT services on the hospital’s campus.  
Several alternatives as outlined below were evaluated based on the recommendations of the 
Architects and the Hospital’s administration. 
 
The project includes two areas of the Oncology program: 

• The expansion of the Center for Advanced Care (CAC) to relocate BMT services creating an 
integrated BMT program. 

• The modernization of the Medical Oncology service providing the appropriately designed 
space with contemporary standards and functionality for the infusion services. 

 
Alternative One – Maintain services in current locations 
The option to continue to offer the outpatient Medical Oncology and BMT services in their existing 
locations was not a reasonable option. This would not address the infrastructure or space 
deficiencies of the current units. This option was rejected as it would not provide for the BMT 
services to be in one location that would allow for clinical collaboration and the needed co-location 
of services for patient care. Additional spaces on the hospital campus would need to be located, at 
the expense of other Clinical programs. 
Cost:  No construction cost  
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Alternative Two - Propose a Project of lesser scope and cost 
This option would involve choosing to either modern and expand only the outpatient Medical 
Oncology infusion service at the current CAC or only expanding the CAC to develop the BMT 
program. This would not address the imperative needs identified to modernize and expand both.  
The project would either improve the room sizes and configuration of the OP Medical Oncology 
infusion service or provide the coordination and increased capacity and access for the BMT services. 
It would be a challenge to prioritize one over the other and would be significantly costlier to 
complete these projects separately and extend the timeframe for completion. It would be more 
disruptive to the patients and staff to complete these as two separate projects.  
 
Cost:  $6,750,000 OP Medical Oncology only 
    $25,484,952 OP BMT – CAC expansion only 
 
Alternative Three - Propose a Project of greater scope and cost.  
The option to build a free-standing larger addition to accommodate all inpatient and outpatient 
Oncology services was considered. The current hospital building does not have the space within the 
hospital to accommodate all outpatient services adjacent to the inpatient services.  
The hospital campus does not have the space needed to build an appropriately sized building for all 
inpatient and outpatient services and doing so would relocate key clinical services such as imaging 
needed on the campus. Building a multi-use facility instead of ambulatory only building would 
require compliance and regulatory requirements adding to the cost. The cost to build this type of 
building would be significantly higher than this project cost.   
Although this could address the clinical program and space facility infrastructure issues, as good 
financial stewards, it was determined that the CAC could be expanded to support these services and 
would provide the appropriate space needed for these clinical services.  
 
Cost:  $120,000,000 
 
Alternative Four - Develop alternative settings to meet all or a portion of the project's intended 
purposes. 
Unlike other Outpatient services, these Oncology services are outpatient hospital services that 
should be located on the campus.   
Maintaining the current outpatient Medical Oncology services in the CAC location on the campus is 
best for patients and clinicians.  It would not be desirable to relocate some to another location. 
Other services such as radiation oncology and surgeon offices are located on campus as well, which 
offers patients access to the major specialties involved in cancer care. 
 
For the BMT outpatient program, all services need to be on campus for patients during their 
treatment.  Patients can be seen at other sites for consultation, but once they are in the transplant 
continuum, they need to be on campus to receive all of the services.  Allogeneic patients are very 
tired and immunocompromised, and it is not recommended to having them travel to and exposed 
to multiple environments.  
 
Cost:  $ 45,000,000 
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Alternative Five - Utilize other health care resources to serve the population proposed to be 
served by the Project.  
 
The option to refer Oncology patients to another hospital in the service area was not feasible.  The 
physicians seeing these patients are principally located near and on staff at Advocate Lutheran 
General Hospital.  They are providing tertiary level Oncology services for patients that live in this 
community and have a long-established pattern of coming to this hospital for their comprehensive 
care.  Patients benefiting from all of their services staying in one health system to optimize 
continuity of care and care coordination.   
Lutheran General is the only hospital in the northwest suburbs offering BMT, car-T Cell and 
apheresis services and patients would need to travel out of the area for services. The other hospitals 
in the area do not have the capabilities to provide BMT services at their location. 
 
Cost: No construction cost but would experience a significant loss of patients and lack of 
continuity of care. 
 
Alternative Six - Modernize the Medical Oncology service in the CAC and Expand the CAC to 
relocate the BMT services.  
 
This option was selected as it will allow the organization to provide the appropriately designed 
space with contemporary standards and functionality for the Medical Oncology infusion services. 
The project will include expansion of the Center for Advanced Care (CAC) to relocate all BMT 
services creating an integrated BMT program. 
This will replace outdated infrastructure and create space that is designed for the current programs 
with space to accommodate the projected growth of patients and programming.  The project will 
continue the investment in the Oncology Institute to provide the critical services and access for 
Advocate Lutheran General Hospital’s patients and the community into the future. 

Project Cost: $26,823,280   
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SECTION IV.  PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE 
 
Criterion 1110.120 - Project Scope, Utilization, and Unfinished/Shell Space 
 
READ THE REVIEW CRITERION and provide the following information: 
SIZE OF PROJECT: 
 

3. 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. 

 
4. If the gross square footage exceeds the BGSF/DGSF standards in Appendix B, justify the discrepancy by 

documenting one of the following: 
 

a. Additional space is needed due to the scope of services provided, justified by clinical or operational 
needs, as supported by published data or studies 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 
following format with Attachment 14. 

 
SIZE OF PROJECT 

DEPARTMENT/SERVICE PROPOSED 
BGSF/DGSF 

STATE STANDARD  DIFFERENCE MET 
STANDARD? 

 
 

    

     
 

 
 
The gross square footage identified in this application for the proposed project is 26,822 gsf and 
includes 20,832 gsf of clinical and 5,990 gsf of non-clinical space. The gross square footage was 
developed based on AAH guidelines for oncology clinics and provider offices and is appropriated 
sized and consistent with the standards identified in Appendix B of 77 Illinois Admin. Code Section 
1110. 
 
Clinical Components   
 
The proposed project includes relocation, expansion, and modernization for two areas of the 
Outpatient Cancer Services at Advocate Lutheran General Hospital. The clinical components include 
the services for the Outpatient Medical Oncology infusion service and the new BMT location: 

• Medical Oncology infusion 
• BMT clinic exam and office procedure rooms 
• Apheresis service 
• BMT infusion and Non-BMT infusion for Oncology and non-Oncology  
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Outpatient Medical Oncology Service 
 
Medical Oncology infusion 
The infusion service for Medical Oncology patients is co-located with the clinic and will 
provide 33 bays for Medical Oncology patients. (an increase from 30 current bays). Infusion 
services include chemotherapy, immunotherapy, targeted therapies, injections, and other 
infusions This modernization will be designed for privacy, increased clinical visibility and for 
infection control.   
These rooms will be designed with the Advocate Aurora standard infusion room to include 
appropriately designed patient zone, provider zone and family zone.  
 
Outpatient BMT and Infusion Service  
 
BMT clinic exam and office procedure rooms 
The proposed project includes a total of 13 exam/procedure/consult clinic rooms for BMT patients.   
This space will be used for clinic visits and examination with physicians and other providers.  
Clinic rooms will be designed for flexibility and to accommodate procedures such as bone biopsies 
performed by the providers. 
 
Apheresis service 
This procedure is for healthy donors for patients who receive allogeneic transplants. The rooms are 
designed for this special type of procedure where blood is collected, part of the blood such as 
platelets or white blood cells is taken out, and the rest of the blood is returned to the donor.  
There are 3 apheresis rooms in the proposed project are designed to support the current and 
proposed patients requiring this service. 
 
BMT infusion and Non-BMT infusion for Oncology and non-Oncology  
The infusion service in the expanded CAC location will include 21 bays for BMT infusion patients as 
well as non-BMT infusion for Oncology and non-Oncology patients. Infusion services include 
intravenous and catheter-based infusion for chemotherapy, targeted therapies, immunotherapy, 
fluids, blood transfusions and antibiotics. The non-Oncology patients are those receiving an infusion 
or blood transfusion for Rheumatology, Gastroenterology, and other diseases. 
 
The infusion space will expand the number of bays to support the current and projected 
patients and designed for privacy, increased clinical visibility and for infection control.   
These rooms will be designed with the Advocate Aurora standard infusion room to include 
appropriately designed patient zone, provider zone and family zone.  
 
The co-location of infusion with the clinic space allows BMT patients to receive all care 
without having to travel through the hospital or return on a separate day. 
 
This newly constructed expansion is being developed to include the required number of spaces and 
appropriately sized rooms to accommodate patients and providers. The number of clinic and 
infusion rooms was based on Industry standards used by the Design and Construction and architect 
team. The guidelines used are determined based on the time patients are in the rooms for each 
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type of service and scheduling efficiencies. Current and projected volume was modeled to provide 
the appropriate number of rooms to continue to provide access to these services. 
 
The proposed square footage for the clinical spaces is outlined in the chart below.  
There are no State Guidelines for square footage for these type of clinic rooms or infusion bays. 
  

SIZE OF PROJECT 

DEPARTMENT/SERVICE PROPOSED 
DGSF 

STATE 
STANDARD  

DIFFERENCE MET 
STANDARD? 

Outpatient Medical Oncology 
Infusion 

7,524  NA 
 

Yes 

Outpatient BMT Infusion 
(includes apheresis- 280 dgsf) 

7,843 NA  Yes 

Outpatient BMT 
Exam/Consult Rooms 

4,533 NA  Yes 

     

TOTAL 20,832    

 
 
Non-Clinical Components   
 
The Non-clinical components of the project total 8,411 DGSF of space.  
This includes physician offices, research team offices, patient education rooms, staff support space, 
storage, public waiting, registration, circulation, building support, lobby.  
The staff and support space will provide additional space needed to support these clinics. The 
adjacency to the clinic and infusion space will allow providers to be available for patients and 
remain in this location. The registration area will be designed for privacy to schedule appointments 
and discuss insurance information for preauthorization, scheduling appointments and pharmacy.  
Space will be included for patient education and additional programming to establish a BMT 
survivorship clinic is included in the program for patients past the 100 days post-transplant. This will 
be a monthly clinic led by an APC and continue at regular intervals for long term follow up care.  
 
The CAC expansion will also include an outpatient pharmacy dedicated to support these infusion 
services and the patients receiving care in this hospital-based program. The pharmacy will include 
storage and staff preparation space for the preparation of specialty medication for BMT and non-
BMT infusions. The pharmacy will be constructed to follow USP/ISO 797/800 rules of 
pharmaceuticals which requires enhanced mechanical and electrical services rules (including 
emergency power). The environment will require the clean room rules related to donning and 
doffing with airlock technology. 
 
There are no State Guidelines for the non-clinical components of the project. 
 
 
 

#23-045



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

 LGH CAC Expansion and Modernization Page 110 Attachment 14 
  

Non-Clinical Department/Areas PROPOSED DGSF (in project) 
Administrative 1,111 
Office Space 1,483 
Reception/Waiting/circulation/building support 3,396 
BMT Pharmacy 932 
Mechanical/Electrical, IT 1,489 
  
TOTAL 8,411 
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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 Ill. Adm. Code 1100.  
 
Document that in the second year of operation, the annual utilization of the service or equipment shall meet or exceed the 
utilization standards specified in 1110.Appendix B.  A narrative of the rationale that supports the projections must be 
provided.  
 
A table must be provided in the following format with Attachment 15. 
 

UTILIZATION 
 DEPT./ 

SERVICE 
HISTORICAL 
UTILIZATION 

(PATIENT DAYS) 
(TREATMENTS) 

ETC. 

PROJECTED 
UTILIZATION 

STATE 
STANDARD 

MEET 
STANDARD? 

YEAR 1      
YEAR 2      
      

 

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

 
The proposed Project includes two hospital outpatient services within the CAC Expansion Project. 
 
The utilization for each clinical service has been projected to 2026 and 2027, the first and second 
year the project is scheduled to be completed.  
 
The proposed project includes relocation, expansion, and modernization for two areas of the 
Outpatient Cancer Services at Advocate Lutheran General Hospital. The clinical components include 
the services for the Outpatient Medical Oncology service and the new BMT location: 

• Medical Oncology infusion 
• BMT clinic exam and office procedure rooms 
• Apheresis service 
• BMT infusion and Non-BMT infusion for Oncology and non-Oncology  

 
Outpatient Medical Oncology Service 
Over the last 5 years, the Outpatient Medical Oncology infusion volumes have increased year over 
year. Based on the projected growth in the service area, and the continued growth of these hospital 
services, the utilization Is projected to increase by 5% due to continued increase in survival with 
palliative immunotherapy treatments and continuing rise in cancer incidence overall. The 
modernization of this area will be designed to increase the number of rooms in this service to 
increase access for the Medical Oncology patients. 
 
The historical and projected utilization for the Medical Oncology Clinic infusion services is outlined 
in Attachment 31. 
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Outpatient BMT Service and Infusion Service 
Based on the increasing need for the BMT services and these infusions, utilization is projected to 
increase by 3% year over year.  The development of this expanded area will include an increased 
number of rooms to support the patients in these programs. 
 
The historical and projected utilization for the BMT Clinic exam rooms, Apheresis and infusion 
services are outlined in Attachment 31. 

 
 
Although, there are no industry standards for utilization of outpatient Oncology hospital clinics or 
infusion, the architect facility planning team with hospital leaders developed room ratios based on 
current patient volume, the time for each procedure or service and the number of days that the 
rooms would be utilized. The clinical services will be designed to be co-located with the other 
required services that are part of the care of these patients.   
 
There are no state standards for utilization for the clinical services in the project. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

DEPT./SERVICE 

HISTORICAL 
UTILIZATION 

(PATIENT DAYS) 
(TREATMENTS) ETC. 

PROJECTED UTILIZATION  STATE 
STANDARD 

MEET 
STANDARD? 

  2022 Year 1- 2026 Year 2- 2027     

Outpatient Medical Oncology 
Infusion 13,230 17,608 19,369 NA Yes 

Outpatient BMT Exam/Consult 
Rooms 5,919 7,431 7,653 NA Yes 

Outpatient apheresis 190 208 214 NA Yes 

 Outpatient BMT Infusion 7,160 7,824 8,059 NA Yes 
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UNFINISHED OR SHELL SPACE: 
 
Provide the following information: 
 

1. Total gross square footage (GSF) of the proposed shell space. 
 

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

 
3. Evidence that the shell space is being constructed due to: 

a. Requirements of governmental or certification agencies; or 
b. Experienced increases in the historical occupancy or utilization of those areas proposed 

to occupy the shell space. 
 
       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 
APPLICATION FORM. 
 
 
 
Not Applicable – no shell space. 
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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. 
 
 
 
Not Applicable – no shell space. 
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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): 
 

 
Service 

# Existing Key Rooms # Proposed Key Rooms 

CAC Modernization   

 
 OP Medical Oncology Infusion  30  33  

CAC Expansion   

  
OP BMT Exam/Consult Rooms 8  13  

 
OP Infusion – in CAC Expansion 12  21  

 
OP apheresis 2 3  

 
3.  READ the applicable review criteria outlined below and submit the required documentation  
 for the criteria:  
 

Project Type Required Review Criteria 

New Services or Facility or Equipment 
 

(b) − Need Determination − Establishment 

Service Modernization 
 
 
 
 

(c)(1) − Deteriorated Facilities 
 

AND/OR 
 

(c)(2) − Necessary Expansion  
PLUS 

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

OR 
 

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

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

 
Outpatient Medical Oncology Service – CAC Modernization 
 
c) Service Modernization 
     The applicant shall document that the proposed Project meets the following: 
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1) – Deteriorated Facilities 
The proposed project will address infusion capacity issues in the current location.   
The Outpatient Medical Oncology service was developed in an existing space designed for another 
clinical service. This project will modernize the infusion space within this footprint to be designed to 
meet the needs of current and future Medical Oncology infusion services. 
 
The additional and modernized infusion bays will be designed to improve patients’ privacy and 
satisfaction. The modernization of this area will right size the rooms to current standards and 
improve the layout of the rooms to be designed for the growing need for Medical Oncology services 
in the Lutheran General community. 
This will include:  
Modernizing the current floor plan of 10 exam rooms to chemotherapy bays that will allow 
utilization of these rooms in a more efficient manner.  

• Increasing the number of chemotherapy bays 
• Increasing the room sizes to accommodate disabled patients 
• Improving patient viability 
• Improving and separating patient and staff flows  
• Improving and increasing nursing work areas 
• Redesign for supply drop off and clean supply storage 

 
2) - Necessary Expansion 
The Cancer Center at Advocate Lutheran General Hospital, established in 1990, currently provides 
Outpatient Medical Oncology services in the Center for Advanced Care (CAC) on the hospital 
campus. The Outpatient Medical Oncology Program provides an integrative care model that include 
medical oncology clinics and infusion space for these patients. This model provides a 
multidisciplinary team to deliver integrated care to patients. 
Significant growth in the Medical Oncology outpatient clinic and infusion visits at Advocate Lutheran 
General Hospital has occurred over the last 5 years.   
 
There are currently 30 infusion bays for the Medical Oncology Center. This project will provide the 
number of infusion bays needed, increasing to 33. There are on average of 55-60 patients each day 
receiving infusion services. In addition to Chemotherapy, the number of patients receiving 
immunotherapies as part of their ongoing treatment has grown as the number of immunotherapies 
has increased and expanded uses to improve quality of life. 
 
Infusions take on average 5 ½ hours and each chair can accommodate 1-2 patients per day. The 
additional 3 infusion bays will improve access for the current and future patients. 
 
Efficient care coordination between our clinic and infusion services are vital to the efficient delivery 
of care.  Patients often see their provider in clinic and then receive treatment in our infusion center, 
which is in an adjacent space. 
 
Sg2 forecasts an increase for Cancer services of 13% in cancer related infusion over the next five 
years. With cancer cases expected to continue to rise, an expansion of the cancer center is 
necessary to continue to serve patients with outstanding clinical care in a contemporary setting. 
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3)(B) -Utilization – Service or Facility 
The Outpatient Medical Oncology Infusion volume is provided below. Over the last three years, 
infusion visits have increased by 29%. 
Based on projections outlined, utilization is estimated to continue to increase over the next five 
years. The projected year over year growth outlined is due to continued increase in survival with 
palliative immunotherapy treatments and the continuing rise in cancer incidence overall. 
 

 2019 2020* 2021 2022 % Change 
2019-2022 

OP Medical Oncology Infusion      

Medical Oncology Infusions 10,272 9,243 12,095 13,230 28.8% 
 
 

 2023 2024 2025 2026 % Change 
2023-2026 

OP Medical Oncology Infusion      
Medical Oncology Infusions 14,553 16,008 17,608 19,369 33.1% 
 
In order to accommodate the increasing demand for infusion services in the Medical Oncology 
Service, it was determined that an additional 3 infusion stations will be needed, increasing the 
number to 33 total stations.  
 
There are no utilization standards for Outpatient Medical Oncology Infusion. 
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Outpatient BMT and Infusion Service – CAC Expansion 
c) Service Modernization 
     The applicant shall document that the proposed Project meets the following: 
 
2) - Necessary Expansion 
The Outpatient BMT Cancer Services at Advocate Lutheran General Hospital, established in 1991, 
are currently provided in several locations on the hospital campus. This patient care is fragmented 
requiring patients to transport themselves (or be transported) between buildings for clinic and 
infusion services. 
 
The Bone Marrow Transplant and Cellular Therapy Program at Advocate Lutheran General Hospital 
provides advanced treatment options and access to cutting edge clinical services and research trials 
to serve the needs of transplant and cellular therapy patients.  
The Outpatient BMT Program is an integrative care model that includes clinics, apheresis, and 
infusion services for these patients. This model is designed to include a multidisciplinary team to 
deliver integrated care to patients and provide patients with all services at one location without 
having to travel through multiple buildings and floors at the hospital. Support services of financial 
navigation, social work, and nurse navigation will be included.  All of these services are vital to 
contributing to positive clinical outcomes for our patients. 
 
The newly constructed space will be designed with appropriately sized rooms and the configuration 
to allow for efficient or collaborative care. The modernization of this area will right size the rooms to 
current standards and improve the layout of clinical rooms to be designed to better align with the 
needs of bone marrow transplant patients. The patient rooms will be private rooms with adjacent 
bathrooms to support the privacy and infection control required for this patient population. 
 
The BMT program will include the clinical staff space needed to support patient care and be 
designed to enhance collaborative care. The providers often need to see patients prior to treatment 
and staff need to travel between two building on the hospital campus. This causes delays for 
patients and added time on campus creating increased anxiety and fatigue for patients. To allow 
patients to have all services at one location without having to travel through multiple buildings and 
floors at the hospital will increase patient satisfaction and safety. 
 
There will be a dedicated compounding pharmacy in this area for the infusion patients. This will 
ensure that the medication is available without delay and no longer requires clinicians to travel to 
the hospital Pharmacy and lab to obtain medications and deliver labs. Patients will have access to a 
BMT pharmacy expert who can supplement the education that they receive from providers and 
nurses regarding their treatment regimen. 
 
Private registration and consultation space will be part of the design, as sensitive information is 
shared during the registration and discharge process.  The modernization will promote privacy for 
our patients during those interactions. 
 
The outpatient BMT clinic visits and the outpatient infusions at Advocate Lutheran General Hospital 
has grown over the last 5 years due to the increased need for services in Advocate’s network and in 
the northwest suburbs.  This program has been able to provide services closer to home for patients 
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who do not live close to Chicago.  This is especially important for some transplant patients, who 
need to stay close to the medical center for 100 days after their transplant to ensure care is 
proximal should they experience complications within that critical period. 
Sg2 forecasts an increase of 10% in BMT services over the next five years. With cancer cases 
expected to continue to rise, BMT services are an essential component of the cancer care services.  
 
The current clinic is located in a separate building from the infusion center.  This fragmented 
physical footprint is challenging for our patients and clinical care teams to navigate.  For our 
patients who may be physically challenged due to their disease, this presents another barrier for 
them to overcome. 
 
Additionally, the current infusion center has a challenging physical layout.  The rooms do not meet 
current Advocate standards, making it difficult to navigate mobility devices such as walkers for 
patients, and again presenting another barrier for our patients to overcome.  Furthermore, the 
infusion center also accommodates non-BMT patients, and is at capacity, which causes additional 
waiting time. 
 
3)(B) -Utilization – Service or Facility 
 
The Outpatient BMT clinic and Infusion volume is provided below. Based on the forecasted 
projections outlined, utilization is estimated to increase in the service area.  
The number of patients in the BMT clinic is projected to increase as the number of transplant 
patients at Advocate Lutheran General Hospital will increase over the next five years.  
The clinic growth is based on 2021 volume as 2022 experienced staffing challenges. The BMT 
program now has a full complement of physician and APC staff and additional team members have 
been added to increase access to the program. The projected utilization is based on the historic 
volume and projected growth for these services over the next five years. 
 
Patients that have completed their BMT treatment will transition to their primary Oncology 
physicians for follow up care. Additional programming will be developed in this space to establish a 
BMT survivorship clinic in the program for patients past the 100 days post-transplant. This will be a 
monthly clinic led by an APC and continue at regular intervals for long term follow up care.  
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  2020* 2021 2022 % Change 2020-2022 

BMT Oncology Clinic         

BMT clinic visits/procedures 6,599 6,800 5,919* 3.0%* 

 Apheresis visits 154 180 190 23.4% 

          

Outpatient Infusion         

Infusion treatments 7,155 7,564* 7,160 0.1% 

  
• Data prior to 2020 is unavailable due to Epic IT conversion 
• BMT clinic volume is projected based on 2021 patients 
• 2021 infusions include monoclonal antibody infusions for COVID  

 

  2023 2024 2025 2026 

BMT Oncology Clinic         

BMT clinic visits/procedures 7,004  7,214  7,431  7,653  

 Apheresis visits 196  202 208 214  

          

BMT Infusion         

Infusion treatments 7,375  7,596 7,824  8,059  

 
 
As the volume of infusion services and bone marrow transplant clinics increase, the projected 
utilization outlines the need to increase the number of clinic rooms to 13 (including 9 examination 
rooms, 2 procedure rooms and 2 consultation rooms) to continue to support patients in the service 
area.  
In order to accommodate the increasing demand for infusion services at the BMT Service, it was 
determined that 21 infusion stations will be needed: increasing the number from 12 stations.  
Apheresis treatments are 5 days/week and can last between 4-8 hours for the treatment.  These 
treatments are repeated daily for a few days. 
 
Industry standards were used by the Design and Construction and architect team to develop the 
appropriate number of rooms. The guidelines used are related to available time in the chair and 
scheduling efficiencies. 
 
The BMT clinic was based on operating 8 hours per day; 5 days a week. With the average exam time 
at 90 minutes, the rooms can provide for 5 exams per day per room at the highest end efficiency. 
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Based on current volume, applying a 55-65% utilization rate used by Cancer centers with these 
types of services, it was determined that 9 exam rooms, 2 education/consult and 2 procedure 
rooms would be needed for the BMT clinic services to support current and projected patients. 
 
The Infusion services will operate 5 days per week for 9.5 hours each day and 2 days each week for 
4 hours to accommodate the patient volume. The average BMT infusion is 4.5+ hours and non-BMT 
patients are longer with 5.5+ hour infusion time.  Based on the infusion time and the current and 
projected volume, it was determined that 10 private infusion bays for BMT infusion and 10 open 
bay spaces for non-BMT infusion patients would be needed.  
 
The apheresis service is designed to have separate rooms to provide infection control and privacy 
for these patients. This service will also operate 8 hours per day; 5 days per week with patient visit 
lasting 4- 8 hours per treatment. Based on the current and projected patient volume 3 bays was 
determined to be needed to provide timely access for patients needing this service. 
 
There are no utilization standards for Outpatient BMT Clinics and Infusion. 
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The following Sections DO NOT need to be addressed by the applicants or co-applicants responsible for funding 
or guaranteeing the funding of the project if the applicant has a bond rating of A- or better from Fitch's or 
Standard and Poor's rating agencies, or A3 or better from Moody's (the rating shall be affirmed within the latest 
18-month period prior to the submittal of the application): 
 

• Section 1120.120 Availability of Funds − Review Criteria 

• Section 1120.130 Financial Viability − Review Criteria 

• Section 1120.140 Economic Feasibility − Review Criteria, subsection (a) 

 
VII.  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]: 
 

  
$   7,921,398 

 
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 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 dollar amount, identification of any conditions of 
use, and the estimated timetable of receipts. 

 
 
$18,901,882 

d) Debt − a statement of the estimated terms and conditions (including the debt 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 terms and 

conditions. 
 

 
________ 

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

 
________ 
 

f) Grants − a letter from the granting agency as to the availability of funds in terms of the 
amount and time of receipt. 

 
 
________ 
 

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

 

$26,823,280 TOTAL FUNDS AVAILABLE 

       

APPEND DOCUMENTATION AS ATTACHMENT 34, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM.  

 
The criterion is not applicable. 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. See 
Attachment 34. 
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SECTION VIII.  1120.130 - FINANCIAL VIABILITY 
 

All the applicants and co-applicants shall be identified, specifying their roles in the project funding, or guaranteeing 
the funding (sole responsibility or shared) and percentage of participation in that funding. 
 
Financial Viability Waiver 
 
The applicant is not required to submit financial viability ratios if: 
5. “A” Bond rating or better 
6. All the 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 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 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  

3 Years  
Projected 

  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. 
 
 
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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SECTION IX. 1120.140 - ECONOMIC FEASIBILITY 
 
 A. Reasonableness of Financing Arrangements 
 

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

 
1) That the total estimated project costs and related costs will be funded in total with 

cash and equivalents, including investment securities, unrestricted funds, 
received pledge receipts and funded depreciation; or 

 
2) That the total estimated project costs and related costs will be funded in total or 

in part by borrowing because: 
 
A) A portion or all 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. 

 
B.  Conditions of Debt Financing 

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

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

cost available. 
 
2) That the selected form of debt financing will not be at the lowest net cost 

available but is more advantageous due to such terms as prepayment privileges, 
no required mortgage, access to additional indebtedness, term (years), financing 
costs and other factors. 

 
3) That the project involves (in total or in part) the leasing of equipment or facilities 

and that the expenses incurred with leasing a facility or equipment are less costly 
than constructing a new facility or purchasing new equipment. 

 
C.     Reasonableness of Project and Related Costs 

 
  Read the criterion and provide the following: 
 

1)   Identify each department or area impacted by the proposed project and provide a 
cost and square footage allocation for new construction and/or modernization using 
the following format (insert after this page). 
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COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE 

 
Department 
(List below) 

A B C D E F G H  
Total 
Cost 

(G + H) 
Cost/Square Foot       
New            Mod. 

Gross Sq. Ft. 
New         Circ.* 

Gross Sq. Ft. 
Mod.        Circ.* 

Const. $ 
(A x C) 

Mod. $ 
(B x E) 

          

Contingency          

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

  
 
 
  D.  Projected Operating Costs 
 
                 The applicant shall provide the projected direct annual operating costs (in current dollars per 

equivalent patient day or unit of service) for the first full fiscal year at target utilization but no 
more than two years following project completion. Direct cost means the fully allocated costs of 
salaries, benefits and supplies for the service. 

  
F. Total Effect of the Project on Capital Costs 

 
The applicant shall provide the total projected annual capital costs (in current dollars per 
equivalent patient day) for the first full fiscal year at target utilization but no more than two years 
following project completion. 

APPEND 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. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

#23-045



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

 LGH CAC Expansion and Modernization Page 154 Attachment 37, Exhibit 1 
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Reasonableness of Project and Related Costs 
 
 

Cost & Gross Square Feet by Department 

Dept. / Area 

 A   B  C D E F  G   H    

 Cost / Sq. Ft.   Gross Sq. Ft.   Gross Sq. Ft.   Const. $   Mod. $   Total Cost 
(G+H)  

 New   Mod.  New Circ.* Mod. Circ.*  A x C   B x E   (G+H)  

REVIEWABLE                   

Oncology Infusion 
(Modernization) $0  $272  0  15% 7,524  15% $0  $2,045,249  $2,045,249  

BMT Infusion (includes 
Apheresis) $425  $0  7,843 15% 0 15% $3,334,838  $0  $3,425,498  

Exam Rooms $368  $0  4,533 15% 0 15% $1,668,960  $0  $1,668,960  

Total Clinical     12,376   7,524   $5,003,798  $2,045,249  $7,139,707  

  
                $702,273  

Clinical Contingency 

Total Clinical 
Reviewable + 
Contingency 

                
  

$7,841,980  

NON-REVIEWABLE                   

Administrative $398  $369  200 15% 911 15% $79,684  $336,050  $415,734  

Office Space $386  $368  220  15% 1,263  15% $84,896  $465,049  $549,945  

Reception Waiting $863  $588  3,065  15% 331  15% $2,643,716  $194,519  $2,838,235  

Pharmacy $1,548  $0  932 15% 0 15% $1,442,633  $0  $1,442,633  

Mechanical/Electrical, IT $2,213  $0  1,489 15% 0 15% $3,295,837  $0  $3,295,832  

Total Non-Clinical     5,906   2,505   $7,546,766  $995,618  $8,542,379  

Non-Reviewable 
Contingency                 $1,162,970  

 
Total Clinical Non-
Reviewable + 
Contingency 

                $9,705,349   

Total   $17,547,329   

 
 
* Include the percentage (%) of space for circulation 
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Description of Premiums   
Production Pharmacy for BMT/Oncology Infusion Pharmaceutical Prep & 
compounding. 
a. Must follow USP/ISO 797/800 rules of pharmaceuticals.  
b. Higher square feet rules, higher mechanical & electrical rules.  
c. Requires emergency power.   
d. Clean room requirements related to donning and doffing and airlock type 
compounding of hazardous pharmaceuticals and flows. 
e. Healthcare grade systems and construction types.  $          655,965  
The new addition is required to tie into the existing building.  Because of the this the 
building will be stories to match existing structure. This results in a total of 60% more 
exterior wall  $          577,030  
Due to the connection to the new building and to bring continuity between the two 
building the exterior materials are required to match the existing building.   $          168,000  
Connecting addition to the existing building   $             45,000  
BMT infusion area has higher mechanical /exhaust needs due to sensitive nature and 
compromised immune systems of the patients who will be utilizing the facility.   Due 
to these requirements the MEP systems needed to accommodate this space is 
Approximately 45% higher  $       1,288,131  
Addition requires upgrades to certain life safety and electrical systems within the 
existing building.   $          180,000  
Rework and upgrade of existing mechanical and electrical systems to code required 
levels  $          265,000  
Extensive demolition in existing Med/Oncology space as part of the renovation.  To 
accommodate growth within the space the current configuration will need to be 
demolished and new plan will be implemented.   $             75,776  
Existing sanitary sewer pipes need to be extended and re-routed around the building 
addition  $             58,108  
Existing stormwater detention volume is present on the surface of the parking lot in 
the area of the building addition.  This stormwater volume needs to be replaced on-
site.  $          225,000  
The project requires stormwater detention volume exceeding the requirements of 
the MWRDGC.  The City of Park Ridge requirements exceed those of the MWRDGC by 
50%.  $          314,813  
The project is located over an existing paved parking lot with existing site lighting, 
utilities, and curbs that need to be demolished and removed from the site.  $             82,045  
The property area does not allow for balancing earthwork.  Therefore, all excavated 
material needs to be hauled off-site.  $          187,133  
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D.  Projected Operating Cost per Equivalent Pt Day in Year 1 
E.  Impact of Project on Capital Costs in Year of Completion (Year 1) 
 

Projected Operating Costs 

  Cost Per EPD Year 1 

Operating Costs $2,825.66 

  

Impact of Project on Capital Costs 

  Cost Per EPD Year 1 

Capital Costs $119.60 
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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 Illinois 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 Illinois Department of Public Health regarding "Inpatients and 
Outpatients Served by Payor Source" and "Inpatient and Outpatient Net Revenue by Payor Source" as 
required by the Board under Section 13 of this Act and published in the Annual Hospital Profile. 
 
3. Any information the applicant believes is directly relevant to safety net services, including information 
regarding teaching, research, and any other service. 
 
A table in the following format must be provided as part of Attachment 37. 
 

Safety Net Information per PA 96-0031 
CHARITY CARE 

Charity (# of patients) Year Year Year 

Inpatient    
Outpatient    

Total    
Charity (cost in dollars)    

Inpatient    
Outpatient    

Total    
MEDICAID 

Medicaid (# of patients) Year Year Year 

Inpatient    
Outpatient    

Total    
Medicaid (revenue)    

Inpatient    
Outpatient    

Total    
 

APPEND DOCUMENTATION AS ATTACHMENT 38, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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ADVOCATE LUTHERAN GENERAL HOSPITAL 
Safety Net Information per PA 96-0031 

CHARITY CARE 

Charity (# of patients) 2020 2021 2022 

Inpatient 547 653 512 

Outpatient 1,822 961 1,005 

Total 2,369 1,614 1,517 

Charity (cost in dollars)     
 

Inpatient $8,340,000  $9,791,000  $6,962,000 

Outpatient $3,586,000  $5,160,000  $4,286,000 

Total $11,926,000  $14,951,000  $11,248,000 

MEDICAID 

Medicaid (# of patients)  2020 2021 2022 

Inpatient  5,136 5,701 5,888 

Outpatient 48,642 56,478 65,930 

Total 53,778 62,179 71,818 

Medicaid (revenue)     
 

Inpatient  $92,681,231  $111,259,988  $135,277,833 

Outpatient $22,361,330 $29,161,455 $32,224,428 

Total $115,042,561 $140,421,443 $167,502,261 
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Advocate Lutheran General Hospital has a long history of serving the Northwest suburbs of Chicago 
and has continued to provide high quality acute care to residents. The hospital is part of Advocate 
Health, a Top 10 not-for-profit health system. The hospital was founded in 1897 with just 25 beds 
and was originally known as Norwegian Lutheran Deaconess Home and Hospital.  Lutheran General 
Hospital opened in its current location in Park Ridge in 1959.  The hospital takes great pride in its 
relationships with the neighborhood, communities, organizations, and the agencies it serves. The 
following illustrates some of the ways that Lutheran General addresses the needs of the residents in 
their service area.  
 
Advocate Lutheran General Hospital is a teaching, research and tertiary care hospital that offers the 
most advanced care as a Level I Trauma Center and through Clinical Institutes in Oncology, 
Cardiovascular, Orthopedics, Advanced Surgery, and Neurosciences. The hospital is a 
Comprehensive Stroke Center, reflecting the highest level of competence for the treatment of 
serious stroke events. Advocate Lutheran General’s campus is also home to Advocate Children’s 
Hospital, one of the largest network providers of pediatric services in Illinois and the nation. 
 
Newsweek’s World’s Best Hospitals 2023, Healthgrade’s America’s 100 Best Hospitals and U.S. News 
& World Report Best Hospitals was awarded to Lutheran General Hospital.  The hospital was also 
recognized in 5 Specialty Excellence Awards and Top 5 State Rankings in 5 clinical areas including 
cardiac surgery, GI, and stroke care. 
 
The hospital has been a Magnet designated hospital for nursing excellence every year since 2005. 
The American College of Surgeons National Surgical Quality Improvement Program has recognized 
Advocate Lutheran General Hospital as one of 52 of the over 600 ACS NSQIP participating hospitals 
that achieved meritorious outcomes for surgical patient care.  The hospital has received recognition 
from ACS each year for the past six years.  
 
Diverse and Culturally Competent Care 
Advocate Lutheran General Hospital has been on a journey to identify the unique needs of the 
diverse populations in the hospital’s service area and to provide culturally competent care and 
programs to support these communities. Programs include the South Asian Cardiovascular Center 
(SACC) to raise awareness, provide prevention education, appropriately screen, and provide 
treatment to this unique population. This population was identified to have higher prevalence rates 
for cardiovascular disease and has a significant presence in the Chicago metropolitan communities 
surrounding the hospital. The SACC provides a unique combination of community outreach, 
culturally sensitive advanced clinical services, and research.  
   
Advocate Lutheran General Hospital continues to partner with faith communities, Hanul Family 
Alliance, the Polish American Association, the South Asian and Hispanic communities on its journey 
to reduce health disparities and achieve health equity. 
 
Advocate Health’s Faith leadership partnered with Mental Health Program Specialists to coordinate 
the following trainings: Bridges of Hope and Mental Health First Aid training; virtual training for faith 
leaders on Mental Health Awareness.  
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Advocate Lutheran General Hospital’s Older Adult Services is a distinctive program offering a safe, 
secure, and stimulating environment for older adults with physical or cognitive concerns assistance 
throughout the day including activities, therapies, support services and meals. 
 
Advocate Lutheran General Hospital offers interpretation services and translation services in almost 
every language through one of several methods including in person for Spanish, Polish, Vietnamese, 
Cantonese, and Mandarin: translation service through registry agencies and video teleconferencing 
and dedicated lines. 
 
Advocate Lutheran General’s multi-disciplinary experts have served the health and psychosocial 
needs of thousands of teens and adults with Down syndrome since our nationally recognized 
Lutheran General Adult Down Syndrome Center opened in 1992. The mission is to enhance their 
lives by providing comprehensive, holistic, community-based care and services using a team 
approach. As a comprehensive medical resource for teens and adults with Down syndrome, the 
team provides patients everything from holistic care and support to education and resources in a 
compassionate, welcoming environment. The center holds events, participates in community 
outreach, and conducts research. 
 
Community Needs Assessment 
Advocate Lutheran General conducts a Community Health Needs Assessment (CHNA) every three 
years to identify health needs for the hospital’s primary service area (PSA) including low income, 
and underserved communities. The CHNA also supports the creation of effective community 
programming that meets the needs of the community with measurable impact. The 2022 CHNA 
Report identified behavioral health, health and nutrition, mental health, access to care, substance 
and alcohol use, cancer, respiratory health, diabetes, cardiovascular disease, and COVID-19 as the 
top health needs for the hospital’s service area.  
 
In 2019, Advocate Lutheran General selected key zip codes in the hospital’s high-risk communities 
to implement the Empowered to Serve program, partnering with the American Heart Association 
(AHA) and other health care organizations. The six-week series included free screenings and free 
heart-healthy produce boxes provided at various organizations in community, including schools, 
health centers and food pantries. Other partnerships in 2020 included working with the Irving Park 
Food Pantry to create non-perishable food bags for patients in need and donated boxed lunches for 
families in need to the NWSHC. The Community Health Department also implemented mobile 
COVID testing and distributed thousands of masks in communities that have the highest rates of 
COVID and experience significant health disparities.  
 
Advocate Children’s Hospital, located on the Advocate Lutheran General Hospital campus, provided 
access to care for underserved communities through the hospital’s Ronald McDonald Care Mobile, 
a mobile clinic that provides free physicals and immunizations to low income, uninsured and 
underinsured children. In 2018, 2,398 children received over 2,000 physicals and over 4,300 
vaccines. During year three of the previous CHNA cycle, the team began screening patients for food 
insecurity. Approximately 30% of patients received assistance. 
 
In 2021, due to the ongoing concerns of COVID-19, the Community Health Department across 
Advocate Health shifted its strategies to meet the immediate needs of the community. Advocate 
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Lutheran General Hospital enhanced preventive services to combat the COVID-19 pandemic by 
increasing access to free vaccinations, health education, Personal Protective Equipment (PPE), 
COVID-19 testing and several other immediate services. At Advocate Lutheran General, community 
programs continued to thrive through the pandemic, bringing forth resources to communities 
identified in the 2017-2019 CHNA report. 
 
Education, Training and Research 
Advocate Lutheran General Hospital and Advocate Children’s Hospital-Park Ridge offer a well-
structured, comprehensive selection of postgraduate training programs. This institution is a 
teaching, research and tertiary care hospital that is recognized as being one of the top teaching 
hospitals in the country. Advocate Lutheran General Hospital is designated as a Resource Hospital 
within its Emergency Medical Services regional area in the state, providing education and training to 
emergency medical providers.  
 
Advocate Lutheran General Hospital also has a robust medical residency program that spans 
numerous specialties, including emergency medicine, family medicine, internal medicine, 
obstetrics/gynecology, and sports medicine. The various programs are some of the oldest and most 
highly regarded residencies in the Chicago area and aim to educate medical students on providing 
safe, high-quality specialized care to help patients live well while achieving their career goals.  
 
In 2012, the James R. and Helen D. Russell Center for Research and Innovation was established at 
the hospital thanks to an endowment to support research. The purpose of the Russell Center’s 
research is to enhance the quality of care and improve health outcomes for individuals and the 
community. The Center provides coordination and regulatory support for clinical trials and 
comprehensive resources for investigator-initiated, patient-centered outcomes research that ranges 
from study design and statistical support through medical writing. 
 
Advocate Health Care partners with education institutions to provide a high-quality clinical learning 
experience for our next generation of nurses. In this shared learning environment, nursing students 
and their preceptors participate in a dynamic collaboration which fosters the professional growth of 
each student. Nursing students have the opportunity to work side by side with expert clinicians who 
share their time, expertise, and knowledge. This relationship fosters both the growth of the student 
as a nurse, as well as the clinician as a teacher. 
 
Advocate Lutheran General hosted students from 11 nursing schools in 2020 including Loyola 
University, Marquette University, North Park University, Northern Illinois University, Purdue 
University Global, Rush University, and University of Illinois. 

The physicians and staff of Advocate Lutheran General offer many free educational events 
throughout the year to educate the community and corporate partners. Programs are developed to 
include the surrounding Villages and businesses in the service area. 

Oncology Designation Program 
The LGH Oncology program offers comprehensive cancer care through bone marrow transplant 
program, surgical oncology, dedicated Cancer Survivorship Program, outpatient infusion center and 
ancillary services offered in the Center for Advanced Care. 
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• The BMT (Bone Marrow Transplant) Service - Achieved an Institute of Excellence status with 
Aetna. 

• Advocate Cancer Institute at Advocate Lutheran General Hospital offers emerging therapies 
and the most advanced options for the diagnosis and treatment of even the rarest forms of 
cancer. 

 
Patients have access to a team of cancer specialists working together on their behalf, including a 
broad range of imaging and treatment services provided in a single program. The focus is on the 
patient’s total health and wellness journey, combining leading-edge medical treatments with 
personalized education. Patients are connected with the team of cancer service navigators to guide 
and support them throughout diagnosis, treatment and beyond. 
 
The team of experts uses the latest detection technology to diagnose cancer and monitor the 
effectiveness of your treatment. More precise information leads to a more targeted treatment plan 
and, ultimately, better outcomes. 
 
The Lung Cancer Screening Program at Advocate Lutheran General offers eligible patients the 
screening expertise and technology necessary to detect lung cancer at its earliest stages when it’s 
most treatable. The ground-breaking low-dose CT scan available at Advocate Lutheran General can 
detect lung cancer early enough to allow for more treatment options, improve survival rates and 
has been proven to reduce the risk of death by up to 20%. 

The Caldwell Breast Center pairs expert surgeons and clinicians with the latest technologies and 
techniques to provide the most complete breast cancer care available. 

Awards & Recognition – Oncology Services 

• Consistently ranked as one of America's Best Breast Centers: Women Certified Inc., the voice 
of female patients 

• National Accreditation Program of Breast Centers (NAPBC), recognized since 2010 
• Breast Imaging Center of Excellence (BICOE), recognized since 2007 
• Patient satisfaction scores in the top decile for more than a decade 
• Accredited by the Commission on Cancer, which measures our quality of care against 

national standards 
• First in the Midwest to offer 3D mammography 
• First in the Illinois to offer contrast-enhanced mammography 
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The struggle to overcome a cancer diagnosis doesn’t stop at the end of a hospital stay. The Cancer 
Survivorship Center is the first stand-alone, hospital-affiliated survivorship center in Illinois. It 
provides free, comprehensive, holistic support for patients, family members and caregivers 
throughout their care. 

• Providing assistance to achieve a healthier lifestyle 
• Empowering and helping to navigate the healthcare system 
• Supporting the relationship between the patient and the healthcare provider 
• Offering care for long-term recovery of physical and mental well-being 
• Giving tools needed to live life beyond cancer 

The Survivorship Center offers virtual classes and programs designed to focus on the physical, social, 
psychological, and spiritual needs of patients, family members and caregivers. These programs are 
for adults in or out of cancer treatment, and their caregivers ages 18 and older. 

The impact of the Advocate Lutheran General Hospital services is far reaching, and the hospital is a 
critical organization supporting the communities within Northern Illinois. The residents have come 
to rely on many of these programs designed to focus on improving access to care, addressing special 
needs, and improving overall community health in the service area. Advocate Lutheran General 
Hospital’s team members are aware of changes in health care and in the community and have been 
developing new partnerships and services to support the health and wellbeing of all that they serve.
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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 Illinois. If charity care costs are reported on a consolidated basis, the applicant 
shall provide documentation as to the cost of charity care; the ratio of that charity care to the net 
patient revenue for the consolidated financial statement; the allocation of charity care costs; and 
the ratio of charity care cost to net patient revenue for the facility under review. 

 
3. If the applicant is not an existing facility, it shall submit the facility's projected patient mix by payer 

source, anticipated charity care expense and projected ratio of charity care to net patient revenue 
by the end of its second year of operation. 

 
Charity care" means care provided by a health care facility for which the provider does not expect 
to receive payment from the patient or a third-party payer (20 ILCS 3960/3).  Charity Care must be 
provided at cost. 
 
A table in the following format must be provided for all facilities as part of Attachment 39.  
 

CHARITY CARE 

 Year Year Year 

Net Patient Revenue    

Amount of Charity Care (charges)    

Cost of Charity Care    

    
 

APPEND DOCUMENTATION AS ATTACHMENT 39, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE 
APPLICATION FORM. 
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ADVOCATE LUTHERAN GENERAL HOSPITAL 
CHARITY CARE 

 2020 2021 2022 
Net Patient Revenue $ 849,197,405  $1,025,238,569 $1,083,009,823 
Amount of Charity Care (charges) $ 44,297,894  $64,055,602 $47,206,335 
Cost of Charity Care $11,926,644 $14,951,357 $11,248,098 
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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.  

 Applicant:   Advocate Lutheran General Hospital                    1775 Dempster Street 
  (Name)                                                             (Address) 

 (City)   Park Ridge      (State) IL      (ZIP Code) 60068            (Telephone Number) 847-723-2210 
 
4. Project Location CAC address - 1700 Luther Lane                     Park Ridge                            IL                          
  (Address)                                            (City)  (State) 

        Cook                                                Maine                                                    
(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/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  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) (State) (ZIP Code) (Telephone Number) 

Signature:   Date:     
NOTE: This finding only means that the property in question is or is not in a Special Flood Hazard Area 
or a 500-year 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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A member firm of Ernst & Young Global Limited

Ernst & Young LLP

155 North Wacker Drive

Chicago, IL 60606-1787

Tel: +1 312 879 2000

Fax: +1 312 879 4000

ey.com

Report of Independent Auditors

The Board of Directors
Advocate Health, Inc.

Opinion

We have audited the consolidated financial statements of Advocate Aurora Health, Inc. (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 (collectively 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 to 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 resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override 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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A member firm of Ernst & Young Global Limited

 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.

 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 to 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 thereon. 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.

April 11, 2023
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Assets

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	

Other	current	assets 	 934,604	 	 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 $	 21,878,270	 $	 23,138,561	

(Continued)

ADVOCATE	AURORA	HEALTH,	INC.	
CONSOLIDATED	BALANCE	SHEETS

(in	thousands)

December	31,	2022 December	31,	2021
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Current	liabilities

Long-term	debt	and	commercial	paper,	current	portion $	 101,204	 $	 96,185	

Long-term	debt	subject	to	short-term	financing	arrangements 	 165,035	 	 166,350	

Operating	lease	liabilities,	current	portion 	 73,026	 	 68,247	

Accrued	salaries	and	employee	benefits 	 1,165,861	 	 1,296,458	

Accounts	payable	and	other	accrued	liabilities 	 1,111,552	 	 1,562,089	

Third-party	payors	payables 	 357,177	 	 354,186	

Accrued	insurance	and	claims	costs,	current	portion 	 204,592	 	 151,230	

Collateral	under	securities	lending	program 	 17,402	 	 18,550	

Total	current	liabilities 	 3,195,849	 	 3,713,295	

Noncurrent	liabilities

Long-term	debt,	less	current	portion 	 3,255,423	 	 3,298,508	

Operating	lease	liabilities,	less	current	portion 	 276,116	 	 248,062	

Accrued	insurance	and	claims	cost,	less	current	portion 	 634,468	 	 615,576	

Accrued	losses	subject	to	insurance	recovery 	 116,786	 	 42,100	

Obligations	under	swap	agreements 	 29,514	 	 91,217	

Other	noncurrent	liabilities 	 922,567	 	 798,824	

Total	noncurrent	liabilities 	 5,234,874	 	 5,094,287	

Total	liabilities 	 8,430,723	 	 8,807,582	

Net	assets

Without	donor	restrictions

Controlling	interest 	 13,037,580	 	 13,911,862	

Noncontrolling	interests	in	subsidiaries 	 171,791	 	 167,440	

Total	net	assets	without	donor	restrictions 	 13,209,371	 	 14,079,302	

With	donor	restrictions 	 238,176	 	 251,677	

													Total	net	assets 	 13,447,547	 	 14,330,979	

Total	liabilities	and	net	assets $	 21,878,270	 $	 23,138,561	

See	accompanying	notes	to	consolidated	financial	statements.

ADVOCATE	AURORA	HEALTH,	INC.	
CONSOLIDATED	BALANCE	SHEETS

(in	thousands)

December	31,	2022 December	31,	2021
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ADVOCATE	AURORA	HEALTH,	INC.	
CONSOLIDATED	STATEMENTS	OF	OPERATIONS	AND	CHANGES	IN	NET	ASSETS

(in	thousands)

Year	Ended	
December	31,	2022

Year	Ended	
December	31,	2021

Revenue

Patient	service	revenue $	 12,065,771	 $	 11,702,581	

Capitation	revenue 	 1,197,327	 	 1,196,109	

Other	revenue 	 1,281,148	 	 1,163,442	

Total	revenue 	 14,544,246	 	 14,062,132	

Expenses

Salaries,	wages	and	benefits 	 8,560,787	 	 7,665,848	

Supplies,	purchased	services	and	other 	 4,735,148	 	 4,530,877	

Contracted	medical	services 	 518,834	 	 564,586	

Depreciation	and	amortization 	 599,706	 	 563,409	

Interest 	 118,319	 	 106,101	

Total	expenses 	 14,532,794	 	 13,430,821	

Operating	income	before	nonrecurring	expenses 	 11,452	 	 631,311	

Nonrecurring	expenses 	 35,339	 	 37,759	

Operating	(loss)	income 	 (23,887)	 	 593,552	

Nonoperating	(loss)	income

Investment	(loss)	income,	net 	 (723,225)	 	 1,303,546	

Loss	on	debt	refinancing 	 (33)	 	 (14,468)	

Change	in	fair	value	of	interest	rate	swaps 	 61,703	 	 27,403	

Other	nonoperating	(loss)	income,	net 	 (20,266)	 	 12,220	

Total	nonoperating	(loss)	income,	net 	 (681,821)	 	 1,328,701	

Revenue	(less	than)	in	excess	of	expenses 	 (705,708)	 	 1,922,253	

Less	income	attributable	to	noncontrolling	interests 	 (45,124)	 	 (73,130)	

Revenue	(less	than)	in	excess	of	expenses	-	attributable	to	controlling	interest $	 (750,832)	 $	 1,849,123	

(Continued)

6

#23-045



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

(in	thousands)

Year	Ended	
December	31,	2022

Year	Ended	
December	31,	2021

Net	assets	without	donor	restrictions,	controlling	interest

Revenue	(less	than)	in	excess	of	expenses	-	attributable	to	controlling	interest $	 (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 	 4,159	 	 9,709	

Other,	net 	 5,462	 	 (7,925)	

(Decrease)	increase	in	net	assets	without	donor	restrictions,	controlling	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,	noncontrolling	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	released	from	restrictions	for	purchase	of	property	and	equipment 	 (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)	 	 1,930,935	

Net	assets	at	beginning	of	period 	 14,330,979	 	 12,400,044	

Net	assets	at	end	of	period $	 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	
December	31,	2022

Year	Ended	
December	31,	2021

Cash	flows	from	operating	activities

(Decrease)	Increase	in	net	assets $	 (883,432)	 $	 1,930,935	

Adjustments	to	reconcile	change	in	net	assets	to	net	cash	provided	by	operating	
activities:

Depreciation,	amortization	and	accretion 	 590,030	 	 555,983	

Amortization	of	operating	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	unconsolidated	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	liabilities 	 (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	expenditures 	 (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	liabilities $	 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	
(dollars	in	thousands)

1. 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	Illinois	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	 Illinois	and	
eastern	Wisconsin.

Principles	of	Consolidation

Included	 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.

		2. 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	System’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	 liquidity	 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	year	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	period	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	$11,000	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,	 $0	 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	$12,800	and	$4,900	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.

3. 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	 all	 of	 its	 investments	 as	 trading.	 Investments	 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	equipment,	
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	Liability	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.

4. 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.
• 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.

5. 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	obligations	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	collection	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	CMS	
accelerated	 and	 advance	 payments	 received	 in	 relation	 to	 the	 COVID-19	 pandemic	 for	 Medicare	
services	 are	 deemed	 contract	 liabilities	 at	 December	 31,	 2022	 and	 2021.	 	 See	 Note	 2.	 SIGNIFICANT	
EVENTS.	

Currently,	 the	 State	 of	 Illinois	 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:

Classification
Year	Ended	

December	31,	2022
Year	Ended	

December	31,	2021

Reimbursement Patient	service	revenue $	 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:

Classification
Year	Ended	

December	31,	2022
Year	Ended	

December	31,	2021

Reimbursement Patient	service	revenue $	 123,358	 $	 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,	
2022

Year	Ended	December	31,	
2021

Managed	care $	 6,506,440	 	53	% $	 6,534,404	 	55	%

Medicare 	 3,813,381	 	32	% 	 3,371,753	 	29	%

Medicaid	-	Illinois 	 909,095	 	8	% 	 825,834	 	7	%

Medicaid	-	Wisconsin 	 534,105	 	4	% 	 539,922	 	5	%

Self-pay	and	other 	 302,750	 	3	% 	 430,668	 	4	%

$	 12,065,771	 	100	% $	 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	
December	31,	2022

Year	Ended	
December	31,	2021

Illinois $	 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 $	 14,544,246	 $	 14,062,132	

Hospital $	 8,910,925	 $	 8,640,613	

Clinic 	 2,773,500	 	 2,711,468	

Home	Care 	 267,091	 	 259,692	

Other 	 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 $	 14,544,246	 $	 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 $	 913,665	 	51	% $	 935,709	 	52	%

Medicare 	 390,456	 	22	% 	 356,959	 	20	%

Medicaid	-	Illinois 	 105,857	 	6	% 	 177,188	 	10	%

Medicaid	-	Wisconsin 	 48,172	 	3	% 	 50,111	 	3	%

Self-pay	and	other 	 338,349	 	18	% 	 296,738	 	15	%

$	 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.

6. 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	$2,040,918	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	
December	31,	2022

Year	Ended	
December	31,	2021

Interest	income	and	dividends $	 61,893	 $	 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 $	 (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	
December	31,	2022

Year	Ended	
December	31,	2021

Other	revenue $	 50,156	 $	 53,651	

Investment	(loss)	income,	net 	 (723,225)	 	 1,303,546	

Net	assets	with	donor	restrictions 	 (8,261)	 	 21,106	

Total $	 (681,330)	 $	 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 $	 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 $	 11,507,647	 $	 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	$17,760,	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.

7. 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	
lowest	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	to	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:

December	31,	2022

Quoted	Prices
in	Active

Markets	for
Identical	Assets

(Level	1)

Other
Significant
Observable

Inputs
(Level	2)

Significant
Unobservable

Inputs
(Level	3)

Assets

Investments

Cash	and	short-term	investments $	 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	 	 —	

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	 $	 17,402	

Liabilities

Obligations	under	swap	agreements $	 (29,514)	 $	 (29,514)	

Obligations	to	return	capital	under	securities	lending	
program $	 (17,402)	 $	 (17,402)	
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December	31,	2021

Quoted	Prices
in	Active

Markets	for
Identical	Assets

(Level	1)

Other
Significant
Observable

Inputs
(Level	2)

Significant
Unobservable

Inputs
(Level	3)

Assets

Investments

Cash	and	short-term	investments $	 1,251,915	 $	 895,856	 $	 356,059	 $	 —	

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	 $	 2,316,425	 $	 5,035,185	 	 —	

Investments	at	net	asset	value

Alternative	investments 	 5,886,462	

Total	investments $	 13,238,072	

Collateral	proceeds	received	under	securities	lending	
program $	 18,550	 $	 18,550	

Liabilities

Obligations	under	swap	agreements $	 (91,217)	 $	 (91,217)	

Obligations	to	return	capital	under	securities	lending	
program $	 (18,550)	 $	 (18,550)	

8. PROPERTY	AND	EQUIPMENT,	NET	

The	components	of	property	and	equipment,	net	are	summarized	as	follows:

December	31,	2022 December	31,	2021

Land	and	improvements $	 479,733	 $	 470,257	

Buildings	and	fixed	equipment 	 8,570,318	 	 7,819,014	

Movable	equipment	and	computer	software 	 2,726,704	 	 2,554,215	

Construction-in-progress 	 279,791	 	 629,941	

	 12,056,546	 	 11,473,427	

Accumulated	depreciation	and	amortization 	 (6,085,004)	 	 (5,530,416)	

Property	and	equipment,	net $	 5,971,542	 $	 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.	

9. 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 $	 305,311	 $	 283,398	

Finance Property	and	equipment,	net 	 226,039	 	 226,766	

Total	lease	assets $	 531,350	 $	 510,164	

Liabilities

Current

Operating Operating	lease	liabilities,	current	portion $	 73,026	 $	 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 $	 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 $	 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 $	 166,742	 $	 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 	2.39	% 	2.05	%

Finance 	8.17	% 	8.52	%

Cash	paid	for	amounts	included	in	the	measurement	of	lease	liabilities

Operating	cash	flows	from	operating	leases $	 81,534	 $	 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	 $	 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 $	 349,142	 $	 265,921	 $	 615,063	

10. 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	$0	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 $	 99,802	 $	 127,838	

Total	liabilities 	 4,786	 	 4,440	

Net	assets 	 95,016	 	 123,398	

Total	revenue $	 (22,495)	 $	 19,867	

Revenue	(less	than)		in	excess	of	expenses 	 (28,382)	 	 14,014	

11. LONG-TERM	DEBT	

Long-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	installments	through	November	2022;	interest	based	on	prevailing	market	
conditions	at	time	of	remarketing $	 —	 $	 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	prevailing	market	
conditions	at	time	of	remarketing 	 —	 	 2,640	

Series	2008A	(weighted	average	rate	of	4.35%	during	2022	and	2021),	principal	payable	in	
varying	annual	installments	through	November	2030;	interest	based	on	prevailing	market	
conditions	at	time	of	remarketing 	 111,901	 	 114,310	

Series	2008C	(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	2011A,	4.00%,	principal	payable	in	annual	installments	through	April	2022 	 —	 	 221	

Series	2011B	(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	 	 69,006	

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	2011D	(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	June	2024 	 13,213	 	 15,014	

Series	2014,	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	installments	through	May	2045 	 31,306	 	 31,342	

Series	2015B,	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	2018B	(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	

27

#23-045



December	31,	2022 December	31,	2021

Taxable	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	2020A,	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	obligations	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)	

Commercial	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)	 	 (166,350)	

	 (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	$65,550	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.

12. 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 $	 129,900	 November	1,	2038 61.7%	of	LIBOR	+	26bps 	3.605	%

2008C-2B 	 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				
December	31,	2022

Year	Ended			
December	31,	2021

Net	cash	payments	on	interest	rate	swap	agreements	(interest	expense) $	 8,432	 $	 11,487	

Change	in	fair	value	of	interest	rate	swaps $	 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	 additional	 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 $	 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 $	 863,209	 $	 982,492	 $	 1,845,701	

Change	in	projected	benefit	obligation:

	Projected	benefit	obligation	at	beginning	of	period $	 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 $	 1,037,232	 $	 1,087,827	 $	 2,125,059	

Plan	assets	less	than	projected	benefit	obligation $	 (174,023)	 $	 (105,335)	 $	 (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 $	 952,588	 $	 1,449,588	 $	 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 $	 982,077	 $	 1,405,674	 $	 2,387,751	

Change	in	projected	benefit	obligation:

	Projected	benefit	obligation	at	beginning	of	period $	 1,086,913	 $	 1,516,082	 $	 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	 $	 1,463,291	 $	 2,520,380	

Plan	assets	less	than	projected	benefit	obligation $	 (75,012)	 $	 (57,617)	 $	 (132,629)	

Accumulated	benefit	obligation	at	end	of	period $	 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 $	 39,130	 $	 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	 	 —	 	 17,789	

Net	pension	expense	(income) $	 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	 	 14,887	

		Prior	service	cost 	 —	 	 3	 	 3	

Settlement 	 12,102	 	 —	 	 12,102	

Net	pension	expense $	 2,277	 $	 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 $	 83,510	 $	 50,011	 $	 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 $	 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 $	 —	 $	 93	 $	 93	

Unrecognized	actuarial	loss 	 327,637	 	 390,465	 	 718,102	

$	 327,637	 $	 390,558	 $	 718,195	

Expected	employee	benefit	payments	to	be	paid	from	the	pension	plans	are	as	follows:

Advocate AAH Total

2023 $	 67,536	 $	 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	 $	 693,055	 $	 669,096	 $	 1,362,151	
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Expected	contributions	to	the	pension	plans	are	as	follows:

Advocate AAH Total

2023 $	 10,000	 $	 —	 $	 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 	6	 	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	portfolio 	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	 	2	 	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:
Advocate AAH Total

Cash	and	security	collateral	provided $	 15,659	 $	 6,819	 $	 22,478	

Gross	notional	value $	 (398,544)	 $	 232,011	 $	 (166,533)	
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Derivative	contract	information	at	December	31,	2021	are	as	follows:
Advocate AAH Total

Cash	and	security	collateral	provided $	 15,978	 $	 6,065	 $	 22,043	

Gross	notional	value $	 (539,122)	 $	 262,962	 $	 (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	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	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	methodologies	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	
least	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:

Description
December	31,	

2022

Quoted	Prices
in	Active

Markets	for
Identical	Assets

(Level	1)

Other
Significant
Observable

Inputs
(Level	2)

Significant
Unobservable

Inputs
(Level	3)

Cash	and	short-term	investments $	 87,955	 $	 627	 $	 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	 $	 1,762,684	 $	 —	

Investments	at	net	asset	value

Alternative	investments 	 59,579	

Total	investments $	 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:

Description
December	31,	

2021

Quoted	Prices
in	Active

Markets	for
Identical	Assets

(Level	1)

Other
Significant
Observable

Inputs
(Level	2)

Significant
Unobservable

Inputs
(Level	3)

Cash	and	short-term	investments $	 78,247	 $	 43,778	 $	 34,469	 $	 —	

Corporate	bonds	and	other	debt	securities 	 984,539	 	 —	 	 984,539	 	 —	

United	States	government	obligations 	 740,439	 	 —	 	 740,439	 	 —	

Bond	and	other	debt	security	funds 	 53,923	 	 —	 	 53,923	 	 —	

Equity	securities 	 19,900	 	 19,900	 	 —	 	 —	

Equity	funds 	 432,928	 	 12,474	 	 420,454	 	 —	

Real	estate	funds 	 16,180	 	 —	 	 16,180	 	 —	

	 2,326,156	 $	 76,152	 $	 2,250,004	 $	 —	

Investments	at	net	asset	value

Alternative	investments 	 61,595	

Total	investments $	 2,387,751	

Assumptions	used	to	determine	benefit	obligations	are	as	follows:

December	31,	2022 December	31,	2021

Discount	rate	-	Advocate	Plan 	5.19	% 	2.85	%

Discount	rate	-	AAH	Plan 	5.23	% 	3.05	%

Assumed	rate	of	return	on	assets	-	Advocate	Plan 	6.00	% 	4.50	%

Assumed	rate	of	return	on	assets	-	AAH	Plan 	4.50	% 	3.80	%

Interest	crediting	rate	-	Advocate	Plan 	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 	2.85	% 	2.49	%

Discount	rate	-	AAH	Plan 	3.05	% 	2.79	%

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	% 	1.35	%

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.

14. 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 $	 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:

Health	care	services
General	and	
administrative Consolidated

Salaries,	wages	and	benefits $	 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	 	 —	 	 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 $	 14,568,133	 $	 —	 $	 14,568,133	

Functional	operating	expenses	for	the	year	ended	December	31,	2021	are	as	follows:

Health	care	services
General	and	
administrative Consolidated

Salaries,	wages	and	benefits $	 6,936,615	 $	 727,322	 $	 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 $	 13,468,580	 $	 —	 $	 13,468,580	
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16. LIQUIDITY	

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 $	 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 $	 9,511,933	 $	 11,406,398	

17. 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.

18. 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.

19. 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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20.   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	$71,943	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	$40,580	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	
December	31,	2022

Year	Ended	
December	31,	2021

Federal	 $	 (15,041)	 $	 (1,019)	

State 	 —	 	 (303)	

Deferred 	 12,443	 	 (8,668)	

$	 (2,598)	 $	 (9,990)	
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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.

****
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A member firm of Ernst & Young Global Limited

Ernst & Young LLP

155 North Wacker Drive

Chicago, IL 60606-1787

Tel: +1 312 879 2000

Fax: +1 312 879 4000

ey.com

Report of Independent Auditors on Supplementary Information

The Board of Directors
Advocate Health, Inc.

Our audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying details 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 opinion, the information is fairly stated, in all material respects, in relation to the
financial statements as a whole.

April 11, 2023
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ADVOCATE	AURORA	HEALTH,	INC.	

CONSOLIDATING	BALANCE	SHEET

December	31,	2022

(in	thousands)

Credit	Group
Noncredit	
Group Eliminations Consolidated

Assets

Current	assets

Cash	and	cash	equivalents $	 686,524	 $	 (313,626)	 $	 —	 $	 372,898	

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	 	 —	 	 512,339	

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)

Credit	Group
Noncredit	
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	 	 —	 	 —	 	 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	 	 484	 	 —	 	 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	donor	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)

Credit	Group
Noncredit	
Group Eliminations Consolidated

Revenue

Patient	service	revenue $	 10,812,322	 $	 1,597,719	 $	 (344,270)	 $	 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 	 7,497,794	 	 1,088,848	 	 (25,855)	 	 8,560,787	

Supplies,	purchased	services	and	other 	 3,692,346	 	 1,296,096	 	 (253,294)	 	 4,735,148	

Contracted	medical	services 	 179,908	 	 689,605	 	 (350,679)	 	 518,834	

Depreciation	and	amortization 	 499,940	 	 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	expenses 	 87,507	 	 (12,169)	 	 (63,886)	 	 11,452	

Nonrecurring	expenses 	 35,339	 	 —	 	 —	 	 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)	 	 —	 	 —	 	 (33)	

Change	in	fair	value	of	interest	rate	swaps 	 61,703	 	 —	 	 —	 	 61,703	

Other	nonoperating	(loss)	income,	net 	 (12,518)	 	 (7,752)	 	 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	less	than	expenses-	attributable	to	controlling	interests $	 (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/b/a	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 two years the U.S. construction industry has been buffeted by unprecedented increases in materials 
costs, supply-chain bottlenecks, and a tight labor market. To help project owners, government officials, and the public 
understand 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. economy. 
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 foolproof harbinger of recession. A growing number of companies 
have announced layoffs, although the job market remains vibrant, as indicated by large monthly employment increases, 
near-record job openings, and a persistently low unemployment rate

However, a recession is far from certain. Demand for infrastructure, manufacturing, and power construction appears to 
be strong and likely to strengthen further, perhaps for several years to come. In any case, the cost of construction 
materials and labor does not generally move in sync with the overall economy. In short, owners should not assume that 
delaying projects will enable them to avoid volatility and disruptions in construction costs, delivery times, and labor 
supply, even if the economy slows significantly.

Meanwhile, Russia’s ongoing attack on Ukraine and Western sanctions against Russia have disrupted production and 
transport of dozens of commodities. China’s prolonged lockdown of Shanghai and other areas in an attempt to control 
the spread of covid has also affected production and shipping. New variants of covid, as well as a growing number of 
people with lingering or recurrent symptoms (“long-haul covid”), add to uncertainty about labor supply.

This version of the Alert is the seventh update since the first edition was posted in March 2021—an indication that the 
situation remains far from “normal.” This document will continue to be revised to keep it timely as conditions affecting 
demand for construction, labor supply, and materials costs and availability change. Each new version is posted here: 
https://www.agc.org/learn/construction-data/agc-construction-inflation-alert

Please send comments and feedback, along with “Dear Valued Customer” letters or other information about materials 
costs and supply-chain issues, to AGC of America’s chief economist, Ken Simonson, ken.simonson@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 PPIs 
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 plywood (up 
61%).  PPIs rose by more than half for plastic construction products (up 55%) and aluminum mill shapes 
(up 53%). The index for gypsum products increased 44% and the PPI for truck transportation climbed 
40%. Numerous other indexes rose by more than the 23% increase in the “bid price” index.

Figure 1

124%
The PPI for steel mill 
products rose 124% 
in 26 months
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Supply-chain issues
From the first days of the pandemic, availability 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.

466,000
The number of job
openings at the end 
of May, a record for 
the month

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.

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 
construction equipment also have been held up by a lack of semiconductors. 

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.

So far, there is little sign that the supply chain will consistently 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 period, thousands of experienced workers moved into residential construction 
(homebuilding and remodeling), found jobs in other sectors, or left the workforce completely.
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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 employment in nonresidential construction was 
still down 134,000 employees or 2.9%, as shown in Figure 2.

Figure 2

There is strong evidence that the construction industry would have added many more workers if they had been available. Job 
openings in construction at the end of May totaled 466,000 (not seasonally adjusted), a jump of 130,000 or 39% 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
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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

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-D printers, and other ways of reducing the number or skill 
level of the workers they employ.

Changes in bid 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 collect 
prices for identical construction “products” in the same way as for most goods and services. Instead, the agency creates “bid 
price” PPIs (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 PPI 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 PPI 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 PPI for inputs to new 
nonresidential construction. 

26 months
The year-over-year change in 
materials costs may exceed the 
change in bid prices for 2 years or 
more

Figure 5

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 PPI 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 PPI for exceeded the bid-
price PPI for schools. (Similar patterns exist for the bid-price indexes for new 
warehouse, office, industrial and healthcare buildings.)

Materials costs outran bid prices for as long as 26 months from late 2009 to early 
2012 and for 25 months from late 2016 to late 2018. The current gap hasn’t lasted as 
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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What can contractors and 
owners 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 to 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 language 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.

Figure 6
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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 allowing 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.org/learn/construction-data/agc-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.simonson@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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