ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOAR%
APPLICATION FOR PERMIT EP 32026

SECTION I. IDENTIFICATION, GENERAL INFORMATION, AND CERTIF PACLITE S «

KECEIVED

e, o

This Section must be completed for all projects.

Facility/Project Identification

Facility Name: Rehabilitation Institute of Springfield, LLC

Street Address: 4685 Wabash Avenue, ldentified as PINs 21-11.0-300-030 & 21-11.0-300-034

City and Zip Code: Springfield, 62711

County: Sangamon Health Service Area: 3 Health Planning Area:

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

Exact Legal Name: Rehabilitation Institute of Springfield, LLC

Street Address: 9001 Liberty Parkway
City and Zip Code: _ Birmingham, 35242
Name of Registered Agent: Illinois Corporation Service Company

Registered Agent Street Address: 801 Adlai Stevenson Drive

Registered Agent City and Zip Code: Springfield, 62703

Name of Chief Executive Officer: Douglas E. Coltharp
CEOQ Street Address: 9001 Liberty Parkway
CEO City and Zip Code: Birmingham, 35242
CEO Telephone Number: 205.967.7116

Type of Ownership of Applicants

O Non-profit Corporation O Partnership
O For-profit Corporation O Governmental
X Limited Liability Company | Sole Proprietorship O Other
o Ctorpg_rations and limited liability companies must provide an lllinois certificate of good
standing.

o Partnerships must provide the name of the state in which they are organized and the name
and address of each partner specifying whether each is a general or limited partner.

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

Primary Contact [Person to receive ALL correspondence or inquiries)

Name(s): Juan Morado, Jr. and Mark J. Silberman

Title: CON Counsel

Company Name: Benesch Friedlander Coplan & Aronoff, LLP

Address: 71 8. Wacker Drive, Suite 1600, Chicago, IL 60606

Telephone Number:  312.212.4967 and 312.212.4952

E-mail Address: JMorado@beneschlaw.com and MSilberman@beneschlaw.com
Fax Number: 312.767.9192
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT- 02/2024 Edition

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

Name(s): Dana Mollohan, CPA, MBA

Title: System Director, Business Development & Planning
Company Name: Memorial Health

Address. 340 W. Miller Street, Springfield, IL 62702
Telephone Number:  217.725.8865

E-mail Address: Mollchan.Dana@mbsil.com

Fax Number: 217.5627.3267

Name: Susan S. Lyerly, Esq.

Title: National Director, Certificate of Need Program
Company Name: Encompass Health

Address: 9001 Liberty Parkway, Birmingham, AL 35242

Telephone Number:

205.969.4528

E-mail Address:

Susan.Lyerly@Encompasshealth.com

Fax Number;
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

Facility/Project |dentification

Facility Name: Rehabilitation Institute of Springfield, LLC

Street Address: 4685 Wahash Avenue, Identified as PiNs 21-11.0-300-030 & 21-11.0-300-034

City and Zip Code: Springfield, 62711

County: Sangamon Health Service Area. 03 Health Planning Area:

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

Exact Legal Name: Memorial Health Ventures

Street Address: 340 W. Miller Street
City and Zip Code:  Springfield, 62702
Name of Registered Agent. Zach Dinardo

Registered Agent Street Address: 340 W. Miller Street

Registered Agent City and Zip Code: Springfield, 62702

Name of Chief Executive Officer: Evan Davis

CEOQO Street Address: 340 W. Miller Street
CEO City and Zip Code: Springfield, 62702
CEOQ Telephone Number: 217.899.4011

Type of Ownership of Applicants

X Non-profit Corporation O Partnership
O For-profit Corporation O Governmental
O Limited Liability Company O Sole Proprietorship O Other
o Corpgrations and limited liability companies must provide an lllinois certificate of good
standing.

o Partnerships must provide the name of the state in which they are organized and the name
and address of each partner specifying whether each is a general or limited partner.

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

Primary Contact [Person to receive ALL correspondence or inguiries]

Name(s): Juan Morado, Jr. and Mark J. Silberman

Title: CON Counsel

Company Name: Benesch Friedlander Coplan & Aronoff, LLP

Address: 71 8. Wacker Drive, Suite 1600, Chicago, |L 60606

Telephone Number.  312.212.4967 and 312.212.4952

E-mail Address: JMorado@beneschlaw.com and MSilberman@beneschlaw.com
Fax Number: 312.767.9192

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

Name(s): Dana Mollohan, CPA, MBA

Title: System Director, Business Development & Planning
Company Name: Memorial Heaith

Address: 340 W. Miller Street, Springfield, IL 62702
Telephone Number:  217.725.8865

E-mail Address: Mollohan.Dana@mhsil.com

Fax Number: 217.527.3267
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

Facility/Project Identification

Facility Name: Rehabilitation Institute of Springfield

Street Address: 4685 Wabash Avenue, /dentified as PINs 21-11.0-300-030 & 21-11.0-300-034

City and Zip Code: Springfield, 62711

County: Sangamon Health Service Area: 3 Health Planning Area:

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

Exact Legal Name: Encompass Health Springfield Holdings, LLC

Street Address: 9001 Liberty Parkway
City and Zip Code:  Birmingham, 35242
Name of Registered Agent. lllinois Corporation Service Company

Registered Agent Street Address: 801 Adlai Stevenson Drive

Registered Agent City and Zip Code: Springfield, 62703

Name of Chief Executive Officer: Douglas E. Coltharp
CEOQ Street Address: 9001 Liberty Parkway
CEO City and Zip Code: Birmingham, 35242
CEQ Telephone Number: 205.967.7116

Type of Ownership of Applicants

O Non-profit Corporation O Partnership
O For-profit Corporation O Gaovernmental
X Limited Liability Company O Sole Proprietorship
O Other
e} Ctorpg.rations and limited liability companies must provide an lllinois certificate of good
standing.

o Partnerships must provide the name of the state in which they are organized and the name
and address of each partner specifying whether each is a general or limited partner.

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

Primary Contact [Person to receive ALL correspondence or inquiries]

Name(s): Juan Morado Jr. and Mark J. Silberman
Title: CON Counsel
Company Name: Benesch Friedlander Coplan & Aronoff, LLP
Address: 71 S. Wacker Drive, Suite 1600, Chicago, IL 60606
Telephone Number:  312.212.4967 and 312.212.4952
E-mail Address: JMorado@beneschlaw.com and MSilberman@beneschlaw.com
Fax Number: 312.767.9192
Additional Contact [Person who is also authorized to discuss the application for permit]
Name: Susan S. Lyerly, Esq.
Title: National Director, Certificate of Need Program
Company Name: Encompass Health
Address: 9001 Liberty Parkway, Birmingham, AL 35242
Telephone Number:  205.969.4528
E-mail Address: Susan.Lyerly@Encompasshealth.com
Name: Susan S. Lyerly, Esq.
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

Facility/Project Identification

Facility Name: Rehabilitation Institute of Springfieid

Street Address: 4685 Wabash Avenue, Identified as PiNs 21-11.0-300-030 & 21-11.0-300-034

City and Zip Code: Springfield, 62711

County: Sangamon Health Service Area: 3 Health Planning Area:

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

Exact Legal Name: Memorial Heaith System

Street Address: 340 W. Miller Street
City and Zip Code:  Springfield, 62702
Name of Registered Agent: Zach Dinardo

Registered Agent Street Address:. 340 W. Miller Street

Registered Agent City and Zip Code: Springfield, 62702

Name of Chief Executive Officer: Mandy Eaton

CEOQ Street Address: 340 W. Miller Street
CEOQ City and Zip Code: Springfield, 62702
CEO Telephone Number: 217.788.4440

Type of Ownership of Applicants

X Non-profit Corporation | Partnership
| For-profit Corporation O Governmental
1 Limited Liability Company d Sole Proprietorship O Other
o Corpgrations and limited liability companies must provide an Ilinois 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 4, IN NUMERIC SEQUENTIAL ORDER AFTER THE LASY PAGE OF THE
APPLICATION FORM.

Primary Contact [Person to receive ALL correspondence or inquiries]

Name(s): Juan Morado, Jr. and Mark J. Silberman
Title: CON Counsel
Company Name: Benesch Friedlander Coplan & Aronoff, LLP
Address: 71 S. Wacker Drive, Suite 1600, Chicago, IL 60606
Telephone Number:  312.212.4967 and 312.212.4952
E-mail Address: JMorado@beneschlaw.com and MSilberman@beneschlaw.com
Fax Number: 312.767.9192
Additional Contact [Person who is also authorized to discuss the application for permit]
Name(s): Dana Mollohan, CPA, MBA
Title: System Director, Business Development & Planning
Company Name: Memorial Health
Address: 340 W. Miller Street, Springfield, IL 62702
Telephone Number:  217.725.8865
E-mail Address: Mollohan.Dana@mbhsil.com
Fax Number: 217.5627.3267
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

Facility/Project Identification

Facility Name: Rehabilitation Institute of Springfield

Street Address: 4685 Wabash Avenue, Identified as PiNs 21-11.0-300-030 & 21-11.0-300-034

City and Zip Code: Springfield, 62711

County: Sangamon Health Service Area: 3 Health Planning Area.

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

Exact Legal Name: Encompass Heaith Corporation

Street Address: 0001 Liberty Parkway
City and Zip Code: _ Birmingham, AL 35242
Name of Registered Agent: Corporation Service Company

Registered Agent Street Address: 251 Little Falls Drive

Registered Agent City and Zip Code: Wilmington, DE 19808

Name of Chief Executive Officer: Mark Tarr

CEO Street Address. 9001 Liberty Parkway
CEOQ City and Zip Code: Birmingham, AL 35242
CEQ Telephone Number: 205.967.7116

Type of Ownership of Applicants

| Non-profit Corporation ] Partnership
X For-profit Corporation O Governmental
O Limited Liability Company O Sole Proprietorship O Other
o Corporations and limited liability companies must provide an lllinois certificate of good
standing.

o Partnerships must provide the name of the state in which they are organized and the name
and address of each partner specifying whether each is a general or limited partner.

APPEKD 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(s): Juan Morado Jr. and Mark J. Silberman
Title: CON Counsel
Company Name: Benesch Friedlander Coplan & Aronoff, LLP
Address: 71 S. Wacker Drive, Suite 1600, Chicago, IL 60606
Telephone Number:  312.212.4967 and 312.212.4952
E-mail Address: JMorado@beneschlaw.com and MSilberman@beneschlaw.com
Fax Number: 312.767.9192
Additional Contact [Person who is also authorized 1o discuss the application for permit]
Name: Susan S. Lyerly, Esq.
Title: National Director, Certificate of Need Program
Company Name: Encompass Health
Address: 9001 Liberty Parkway, Birmingham, AL 35242
Telephone Number:  205.969.4528
E-mail Address: Susan.Lyerly@Encompasshealth.com
Name: Susan S. Lyerly, Esq.
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ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

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

Name: Susan S. Lyerly, Esg.

Title: National Director, Certificate of Need Program
Company Name: Encompass Health

Address: 8001 Liberty Parkway, Birmingham, AL 35242
Telephone Number: 205.970.7926

E-mail Address: Susan.Lyerly@Encompasshealth.com

Fax Number: (205) 969-4528

Site Ownership [Provide this information for each applicable site]

Exact Legal Name of Site Owner:  Memorial Health System

Address of Site Owner: 340 W. Miller Street, Springfield, IL 62702

Street Address or Legal Description of the Site: 5.8 acres of unimproved property at 4685 Wabash
Avenue, Springfield, IL 62711

*Attachment 2 includes the Letter of Intent and related documentation for the 5.8-acre
unimproved parcel at 4685 Wabash Avenue, Springfield, lllinois, a portion of the approximately
41-acre parcel identified as PIN 21-11.0-300-030. Rehabilitation Institute of Springfield will be
located on this unimproved property.

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 ldentity/Licensee [Provide this information for each applicable facility and insert after this page]

Exact Legal Name: Rehabilitation Institute of Springfield, LLC

Address: 4685 Wabash Avenue, Springfield, IL 62711, Identified as PINs 21-11.0-300-030 & 21-11.0-
300-034

] Non-profit Corporation [ Partnership
| For-profit Corporation | Governmental
[X] Limited Liability Company O Sole Proprietorship |
Other
o Corporations and limited liability companies must provide an lllinois Certificate of Good
Standing.

o Partnerships must provide the name of the state in which organized and the name and address
of each partner specifying whether each is a general or limited partner.

o Persons with § 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.

Organizationa! 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,

——————— - PageT - — - =




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

Flood Plain Requirements [Refer to application instructions]

Provide documentation that the project complies with the requirements of lllinois Executive Order #2006-
5 pertaining to construction activites 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 beprinted 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 lllinois Executive Order #2006-5
(http:/iwww.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. **

**The Applicant submitted a request for a Letter of Clearance to the lllinois Department of Natural
Resources, Preservation Services Division on August 10, 2026. A final determination has not been
received as of the filing of this application. The Applicant commits to not financially obligate the
Project until a clearance letter is received from the Department. A copy of the submission is
included with this attachment.

DESCRIPTION OF PROJECT

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

Part 1110 Classification:

X Substantive

| Non-substantive

o e S . = Page 8 R —— — —



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

2. Narrative Description

In the space below, provide a brief narrative description of the project. Explain WHAT is to be done in
State Board defined terms, NOT WHY it is being done. If the project site does NOT have a street
address, include a legal description of the site. Include the rationale regarding the project's
classification as substantive or non-substantive.

Rehabilitation Institute of Springfield, LLC (“Rehabilitation Institute of Springfield”, “Springfield Rehab
Institute”, or “Rehab Institute") proposes to establish a new 60-bed freestanding comprehensive physical
rehabilitation (“rehab”) hospital to be located in Springfield, Sangamon County, Health Service Area
("HSA") 3. The proposed project addresses an identified gap in the need for additional beds in the region.
This is a ‘substantive’ project because it proposes the establishment of a healthcare facility.

The proposed project will be a 50/50 joint venture between Memocrial Health System (“Memorial” or
“Memarial Health”} and Encompass Health Corporation (‘Encompass” or “Encompass Health”), a Delaware
Corporation. Memorial Health Ventures, an affiliate of Memorial Health, will have a fifty percent (50%])
ownership interest in the Licensee, Rehabilitation Institute of Springfield, LLC. Memorial Health is an lllinois
nonprofit corporation. Encompass Health also will have a fifty percent (50%) ownership interest in the
Licensee, Rehabilitation Institute of Springfield, LLC.

Currently, HSA 3 includes two comprehensive physical rehabilitation providers: Springfield Memorial
Hospital (“Springfield Memorial’ or "SMH"), which is licensed for 30 comprehensive physical rehabilitation
beds; and Blessing Hospital in Quincy (Adams County), which is licensed for 18 beds. Springfield Memorial
Hospital will file a Certificate of Exemption to discontinue offering inpatient rehab services through the
permanent discontinuation of its existing rehab beds upon the opening of the proposed 60-bed hospital.

The Rehabilitation Institute of Springfield will be located on approximately 5.8 acres of unimproved real
property located at 4685 Wabash Avenue in Springfield. The site is easily accessible for all HSA 3 residents
and the greater Springfield area because of its close proximity and easy access to Interstates 72 and 55 as
well as State Roads 97 and 29.

The total project cost estimate for the new 60-bed freestanding hospital is $66,263,120. The project will be
funded by Encompass Health with cash and equivalents. The land for the proposed hospital is owned by
Memorial Health. Rehabilitation Institute of Springfield expects to accept its first patient on January 1, 2029.

—r — ——— — Page 9 = = —



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

Project Costs and Sources of Funds

APPLICATION FOR PERMIT- 02/2024 Edition

Complete the following table listing all costs (refer to Part 1120.110) associated with the project. When a
project or any component of a project is to be accomplished by lease, donation, gift, or other means, the
fair market or dollar value (refer to Part 1130.140) of the component must be included in the estimated
project cost. 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 Scources of Funds
USE OF FUNDS CLINICAL NONCLINICAL TOTAL

Preplanning Costs
Site Survey and Soil Investigation $ 158,400 $ 201600 | § 360,000
Site Preparation $ 1,320,362 $ 1680460 | § 3,000,822
Off Site Work
New Construction Contracts $ 27,470,754 $ 15,119,562 | $ 42,590,316
Modemization Contracts
Contingencies $ 2572625 $ 927375 | § 3,500,000
Architectural/Engineering Fees $ 1,627,500 $ 542,500 | $ 2,170,000
Consulting and Cther Fees $ 2131603 $ 768,397 | § 2,900,000
Movable or Other Equipment (not in construction contracts) $ 5,708,380 $ 2,057,751 $ 7,766,140
Bond Issuance Expense (project related)
Net Interest Exp. During Construction (project related)
Fair Market Value of Leased Space or Equipment
Other Costs To Be Capitalized $ 2922385 3 1,053,457 | $ 3,975,842
Acquisition of Building or Other Property (excluding land)
TOTAL USES OF FUNDS $ 43,912,018 $ 22,351,102 | $ 66,263,120

SOURCE OF FUNDS CLINICAL | NONCLINICAL TOTAL
Cash and Securities $ 43,912,018 $ 22,351,102 | $ 66,263,120
Pledges
Gifts and Bequests
Bond Issues (project related)
Mortgages
Leases (fair market value)
Governmental Appropriations
Grants
Other Funds and Sources
TOTAL SOURCES OF FUNDS $ 43,912,018 $ 22,351,102 | $ 66,263,120

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

AFTER THE LAST PAGE OF THE APPLICATION FORM.

Page 10




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

Related Project Costs

Provide the following information, as applicable, with respect to any land related to the project that will be
or has been acquired during the last two calendar years:

Land acquisition is related to project [ Yes ] No
Purchase Price; NOT APPLICABLE
Fair Market Value: NOT APPLICABLE

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

X 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 costis $ __ 2,329,000

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
X Schematics [ Final Working

Anticipated project completion date (refer to Part 1130.140). January 1, 2029

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.

[C] 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

B 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 foliowing submittals up to date as applicable:
[X] Cancer Registry
X APORS

[X] All formal document requests such as IDPH Questionnaires and Annual Bed Reports
been submitted

X All reports regarding outstanding permits

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

SE—— -— S Page 11 — —— —



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

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.

Not Reviewable Space [i.e., non-clinical]: means an area for the benefit of the patients, visitors, staff, or employees of a heaith care
facility and not directly related to the diagnosis, treatment, or rehabilitation of persons receiving services from the health care
facility. "Non-ciinical service areas” include, but are not limited [o. chapels. gift shops; newsstands; computer systems. tunnels,

walkways, and elevators; telephone systems; projects to comply with life safely codes; educational facilities: student housing. patient

empioyee, staff, and visifor dining areas; administration and volunteer offices: modemization of struclural 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. tite, wall coverings, window
coverings or treatments, or fumiture. Solely for the purpose of this definition, "non-clinical service area” does not include health and
fitness centers. [20 ILCS 3960/3]

. Amount of Proposed Total Gross Square
Gross Square Feet Feet* That Is:
Department/Area Cost Existing | Proposed C’:‘:l‘:t. Modernized | Asls Vsa;:::d
REVIEWABLE
Nursing Unit $32,793,029 - 34,719 34,719 - - -
Pharmacy $525,150 - 556 556 - - -
Employee Suite $1,407,325 - 1,490 1,490 - - -
Therapy $7,703,648 - 8,156 8,156 - - -
Renal Dialysis $1,482 866 - 1,570 1,570 - - -
Total Clinical $43,912,018 - 46,491 46,491 - - -
NON
REVIEWABLE
Administrative $6,328,058 - 4,745 4 745 - - -
Dietary $4,343,663 - 3,257 3,257 - - -
Engineering $3,927,392 - 2,945 2,945 - - -
General Stores $1,176,242 - 882 882 - - -
Circulation $6,575,747 - 4,930 4,930 - - -
Total Non-clinical | $22,351,102 - 16,759 16,759 - - -
TOTAL $66,263,120 - 63,250 63,250 - - -

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

*Note: All square feet shown are Building Gross Square Feet (BGSF).

Page 12 S —_— —




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD

APPLICATION FOR PERMIT- 022024 Edition

Facility Bed Capacity and Utilization - NOT APPLICABLE

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.

NOT APPLICABLE (PROJECT IS FOR A NEW 60-BED INPATIENT REHAB HOSPITAL)

FACILITY NAME: CITY:

REPORTING PERIOD DATES: From: to:

Category of Service Authorized | Admissions | Patient Bed Proposed
Beds Days Changes | Beds

Medical/Surgical

Obstetrics

Pediatrics

Intensive Care

Comprehensive Physical Rehabilitation

Acute/Chronic Mental lliness

Neonatal Intensive Care

General Long Term Care

Specialized Long Term Care

Long Term Acute Care

Other ((identify)

TOTALS:




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

CERTIFICATION = o

The Application must be signed by the aulhorized representatives of {ha applicant enlity. Authorized
representalives are:

o in the case of a corporation, any two of its officers or members of its Board of Directors;

o inthe case of a limited liability company, any two of its managers or members (or the sole
manager or member when lwo or more managers or members do not exist);

o inthe case of a parinership, two of its general pariners (or the sole general partner, when two
or more ganeral partners do not exist);

o in the case of estates and lrusts, two of its beneficiaries {or the sole beneficiary when two Of
more beneficiaries do not exist), and

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

This Application Is filed on the bahalf of Rehabllitation Institute of Springfiold, LLC" in
accordance with the requirements and procedures of the Illinois Health Facilitlos Planning Act.
The undersigned certities that he or she has the authority to execute and file this Application on
behalf of the applicant entity. The undersigned further certifies that the data and Information
provided hereln, and appended hereto, are complete and correct to the best of his or her
knowledge and bellef. The undersigned also certifies that the fee required for this application is
sent herewith or will be pald upon request.

(\) R
SIGNATVRE SIGNATURE
Casey B. McRee Even E\ds
PRINTED NAME PRINTED NAME
Vice Prasidant President
Encompass Health Springiekd Holdings, LLC Mamorlal Health Ventures
PRINTED TITLE PRINTED TITLE
Notanzatien’ Notarization:
Subscribed and swoen lo befora mo Subscribed and sworn 1o before me

this 2+ dayol Ag.su_g’j‘__ this day of

g’é TR )
: .
Signature tary Signature of Notary

Sent

== e - Page 14




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

CERTIFICATION
The Application must be signed by the authorized representatives of the applicant enlity. Authorized
representalives are:

o inthe case of a corporation, any two of its officers or members of Its Board of Directors;

o intho case of a limited liability company, any two of its managers or members (of the sole
manager or member when two or more managers or members do not exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two
or mora general partners do not exist);

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

o inthe case cof a sole propristor, the individual that is the proprigtor.

This Apptication is filed on the behalf of Rehabllitation [nstitute of Sprinafield, LLG" in
accordance with the requirements and procedures of the lilinols Health Facllities Planning AcL
The undersigned certifies that he or she has the authority to execute and file this Application on
bahalf of the applicant entity. The undersigned further certifies that the data and information
provided herein, and appended hereto, are complete and correct to the best of his or her
knowledge and belief. The undersigned also certifies that the fee required for this applicationis

sent herewith or will be paid upon request.
/4

SIGNATURE SIGNATURE

Cearey B, McRae Evan Dave

PR

Vic-"gEB#iAM E l;RINTED NAME

Encompass Health Springfieis Holgings, LLC Memoral Heah Ventures

PRINTED TITLE PRINTED TITLE -
Notarization: Notarization:

Subscribed and swom to before me Subscribed and swom to before me

this day of this o) (2 day of [33‘L3| 1S4, Q03 e

Aesle Anpn00

Signature of Notary Signature of Notary f
Seal Saal
Dfficial Seal
NICOLE me;o:m
Public, State of I
*Insert the EXACT legal name of the applicant Nmmu%:; Mo, 1071120

my Commission Expires

S—— — _— —— Page15 _— —_ — —_— == —_



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

CERTIFICATION

The Application must be signed by the authorized representatives of the apblicant enlity. Authorized
represenialives ars:

o in the case of a corporation, any two of its officers or members of its Board of Directors,

o in the case of a limited liability company, any two of its managers or members (or the sole
manager or member when iwo or more managers of members do not exist),

o in the case of a partnership, two of its general partners {of the sole general panner, when two
or more general partners do not exisl),

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

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

This Applicatlon is filed on the behalf of Encompass Health Sprinafield Holdings, LLC in
accordance with the requirements and procedures of the tliinols Health Facllities Planning Act.
The undersigned cortlfies that he or sho has the authority to execute and file this Application on
behalf of the applicant entity. The undersigned further certifles that the data and Information
provided herein, and appended hereto, are complete and correct to the best of his or her
knowledge and bollef. The undersigned also certifles that the fee required for this application Is
sent herewlith or will be paid upon request.

RJ&% Nhelit Dokl

SIGNATURE SIGNATURE
Patrick Darby Julie Duck
PRINTED NAME PRINTED NAME
Manager tManager
PRINTED TITLE PRINTED TITLE
Notarzation Notarization:
Subscribed and sworn to before me Subscribed and swom to before me

this £8  day of A‘?‘&_ )

this oy dayof_&gu_tf_‘_

Signature ol Notary

/A pATENCE MACHAE HARFGS LAYTON
[T} My Commission Expaes
% :""{ i Juna 2, 2029

Seal

Page 16




ILLINO!IS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

CERTIFICATION

The Application must be signed by the aulhorized representatives of the applicant enlity. Authorized
representativas are:

o inthe case of a corporation, any two of its officers or members of is Board of Direclors,

o inthe case of a imited liability company, any lwo of ils managers of members {or the sole
manager or member when two or more managers or members do not exist);

o inthe case of a parinership, two of its genera! pariners (or the sole general parines, when two
or more general pariners do not exist),

o inthe case of estates and trusts, two of its beneficiaries (or the sole beneficiary when two or
more beneflciaries do no! exist); and

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

This Application is filed on the behalf of Encompass Health Corporation In accordance with the
requirements and procedures of the lllinols Health Facllities Planning Act. The undersigned
certifies that he or she has the authority to execute and file this Application on behalf of the
applicant entity. The undersigned further certifles that the data and Information provided
hereln, and appended hereto, are complete and correct to the best of his or her knowledge and
belie!. The undersigned also certifies that the fee required for this application is sent herewith
or will be pald upon request.

2 s
SIGNATURE \ SIGNATURE

Douglas E_ Coltharp Palriclli Darby .

PRINTED NAME PRINTED NAME

Executive Vice President and CFQ Exoculive Vico President, Gensral Counsel, and Secrelary
PRINTED TITLE PRINTED TITLE

Notarmzation: Notarization:

Subscribed and swarn o before ma Subscribed and sworn to bafore mo
this 4B day ol _A_,!_LL _ this 48 <ayof

LI
Fmotam’,
7 waw I8

— - = —— Pagel? - -



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

CERTIFICATION

The Application must be signed by the authorized roprasentatives of the applicant enlity. Authorized
reprosentatives are:

o Inthe case of a corporation, any two of its officers or members of its Board of Directors;

a inthe case of a limited liability company. any two of its managers or members (or the sole
manager or member when two or more managers or members do not exist),

o inthe case of a partnership, two of its general partners (or the sole ganeral pariner, when two
or more general partners do not exist);

o inthe case of estates and trusts, two of its beneficiaries {or (he sole boenefliciary when two of
more beneficiaries do not exist); and

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

This Application is filed on the behalf of Memorlal Health Ventures In accordance with the
requiroments and procedures of the lllinois Health Facllities Planning Act. The undersigned
centifles that he or she has the authority to execute and file this Application on behalf of the
applicant entity. The undersigned further certifies that the data and Information provided
herein, and appended hereto, are complete and correct to the best of his or hes knowledge and
balief. The undersigned also certifies that the fee required for this application is sent herewith
or will be paid upon request.

QA oS 'C(J-n—m

SIGNATURE SIGNATURE
Evan L Davis _Robert J. Ellison
PRINTED NAME
PRINTED NAME Vice-Chilk
Chair and President PRINTED TITLE
PRINTED TITLE
Notanzation:

Notarization Subseribed and swoem to before me
Subsgqibed and sworn to before me this day of Mﬂ@lﬂ
thi day of t@mﬁm&.«!—: ;202U

: "(5—:{/1

OV Signature of Notary I

Signature of Notary

Seal

OfMcial Seal
MICHELLE C FRAWLEY
Notary Public, State of litinols

OMclal Seat
NICOLE L THONPSON

'Eﬂaﬂm&mpﬁli ant : wam?;‘:um m‘.’f%. 2029

wy Commission Explres December 9, 2019

— = Page 18 ST - =



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

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

o inthe case of a corporation, any two of its officers or members of its Board of Directors;

o inthe case of a Imited llability company, any two of its managers or members {or the sole
manager of member when two Or more managers or members do nol exist);

o inthe case of a partnership, two of its general partners (or the sole general partner, when two
ot more general partnars do not exist);

4]

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

¢ inthe case of a sole proprietor, the indwidual that is the proprietor.

This Application is flled on the behalf of __Memorial Heaith Svatem d/b/a Memorial Health

In accordance with the requirements and procedures of the llincis Health Facilities Planning
Act. The undersigned cortifies that he or she has the authority to execute and file this
Application on behalf of the applicant entity. The undersigned further certifies that the data and
information provided hereln, and appended hereto, are complete and correct to the best of his
or her knowledge and bellef. The undersigned also certifies that the fee required for this
application s sent herewith or will be paid upon request.

MQ&C&Q@A Orael S Meste
_Mandy C. Eaton

L4

. JCheryl S _Marin
PRINTED NAME PRINTED NAME
President and CEQ n of §
PRINTED TITLE PRINTED TITLE
Nolarization: Notarzation:

Subscribed and to befgra me Subsgribed and swarn to befpre me
this &) day of . ) this day of

;.“ -

Signature of Notary

Officia
MICHELLE D FRAWLEY
Nctary Pubile, State of tinciy
Commisticn No. 1004215
My Commissian Expires Apetl 10, 2029

el
bal WCHELLE D FRAWLEY
Motary Publie, State of lillnols
Comenlssion ko, 100321123
My Commitsion Explres April 10, 2029

*Insert the EXACT legal name of the applicant

———— Page 19 — —



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

SECTION lil. BACKGROUND, PURPOSE OF THE PROJECT, AND ALTERNATIVES -
INFORMATION REQUIREMENTS

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

cosis.

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.

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

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

a. A cerdified 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 delinguency 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 mora! turpitude.

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

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

Authorization 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 HFSRE.

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 cerlify 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.

APPEND DOCUMENTATION AS ATTACHMENT 11, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE
| APPLICATION FORM. EACH ITEM (1-4) MUSY BE IDENTIFIED IN ATTACHMENT 11.




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

Criterion 1110.110(b) & (d)

PURPOSE OF PROJECT

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

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

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

Cite the sources of the documentation.

5. Detail how the project will address or improve the previously referenced issues, as well as the population’s
healih 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 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 lo 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.




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

SECTION IV. PROJECT SCOPE, UTILIZATION, AND UNFINISHED/SHELL SPACE
Criterion 1110.120 - Project Scope, Utilization, and Unfinished/Shell Space

READ THE REVIEW CRITERION and provide the following information:

SIZE OF PROJECT:

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

2. If the gross square footage exceeds the BGSF/DGSF standards in Appendix B, justify the discrepancy by
documenting one of the following:

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

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

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

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 PROPQSED STATE MET
GROSS SQFT STANDARD DIFFERENCE STANDARD?
Comprehensive Physical 34,719 39,600 GSF -4,881 GSF Yes
Rehab Beds {525-660 per bed)

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

e I ————im S ————ei Pagezz =5 — — o S —



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

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 lll. Adm.
Code 1100.

Document that in the second year of operation, the annual utilization of the service or equipment shall meet or
exceed the ulilization 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
DEPARTMENT / S;slzgi'ﬁg'ﬁ PROJECTED STATE MEET
SERVICE PATIET Days) | UTILIZATION STANDARD | STANDARD?
11,610 Pt Days
YEAR 1 | Rehab Hospital N/A 53.0% Occ. 85% No
16,718 Pt Days
YEAR 2 | Rehab Hospital N/A 76.3% Occ. 85% Yes*

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

*The Project will achieve 85% occupancy in November 2030, which is Month 11 of Project
Year 2. Thus, the project achieves the target occupancy by the end of Project Year 2, which
complies with the service-specific standard.

UNFINISHED OR SHELL SPACE:
NOT APPLICABLE

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. i |




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

ASSURANCES:
NOT APPLICABLE

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.

_  Page4 —mm————————————————————



ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

B. Criterion 1110.205 - Comprehensive Physical Rehabilitation

1. Applicants proposing to establish, expand and/or modernize the Comprehensive Physical
Rehabilitation category of service must submit the following information:

2. Indicate bed capacity changes by Service: Indicate # of beds changed by action(s):

Category of Service # Existing

Beds

<] Comprehensive Physical
Rehabilitation

Beds

# Proposed

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

for the criteria:

APPLICABLE REVIEW CRITERIA

Establish

Expand

Modernize

1110.205(b)(1) - Planning Area Need - 77 lil. Adm. Code 1100
(formula calculation)

X

1110. 205(b)(2) - Planning Area Need - Service 0 Planning Area
Residents

1110.205(b)(3) - Planning Area Need - Service Demand -
Establishment of Category of Service

1110.205(b)(4) - Planning Area Need - Service Demand -
Expansion of Existing Category of Service

1110.205(b)(5) - Planning Area Need - Service Accessibility

1110.205(¢c)(1) - Unnecessary Duplication of Services

1110.205(c)(2) - Maldistribution

1110.205(c)(3) - Impact of Project on Other Area Providers

> | x| x| X

1110.205(d)(1), (2), and (3) - Deteriorated Facilities

1110.205(d)(4) - Qccupancy

1110.205(e)(1) - Staffing Availability

1110.205(f) - Performance Requirements

X

X

1110.205(g) - Assurances

X

X

APPLICATION FORM.

APPEND DOCUMENTATION AS ATTACHMENT 20, IN NUMERIC SEQUENTIAL ORDER AFTER THE LAST PAGE OF THE

- —————— Page2s —-




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

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
o Section 1120.130 Financial Viability — Review Criteria
« Section 1120.140 Economic Feasibility — Review Criteria, subsection {a)

SECTION VIi. 1120.120 - AVAILABILITY OF FUNDS

The applicant shall document that 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]:

$66,263.120 | 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 time table 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 time table of receipts;

d) Debt - a statement of the estimated terms and conditions {including the debt time period,
variable or permanent interest rates over the debt time period, 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 altesting to the expectation of
making the loan in the amount and time indicated, including the anticipated interest rate
and any conditions associated with the morigage, 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 funds are to be
made available from subsequent fiscal years, a copy of a resolution or other action of the
governmental unit atesting 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.

$66,263,120 | TOTAL FUNDS AVAILABLE

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




ILLINOIS HEALTH FACILITIES AND SERVICES REVIEW BOARD APPLICATION FOR PERMIT- 02/2024 Edition

SECTION VII. 1120.130 - FINANCIAL VIABILITY

All the applicants and co-applicants shall be identified, specifying their roles in the project funding or guaranteeing the
funding (sole responsibility or shared) and percentage of participation in that funding.

Financial Viability Waiver
NOTE: THE PROJECT WILL BE FUNDED THROUGH INTERNAL SOURCES.
The applicant is not required to submit financial viability ratios if:
1. “A" Bond rating or better
2. All of the projects 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* Projected
Enter Historical and/or Projected
Years: 2016 2017 2018 CON Year 2
Current Ratio N/A N/A N/A 6.5
Net Margin Percentage N/A N/A N/A 4.4%
Percent Debt to Total N/A
Capitalization** N/A N/A N/A
Projected Debt Service N/A
Coverage™*” N/A N/A N/A
Days Cash on Hand N/A N/A N/A 75.0
Cushion Ratio** N/A N/A N/A N/A
*Rehabilitation Institute of Springfield, LLC is a new entity; historical data is not applicable.
**Applicant has no long-term debt.

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
APPLICATICN FORM.

— — Page27 —— —————
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SECTION IX. 1120.140 - ECONOMIC FEASIBILITY

This section is applicable to all projects subject to Part 1120.

APPLICATION FOR PERMIT- 02/2024 Edition

The applicant shall document the re
notarized statement signed by an au

A. Reasonableness of Financing Arrangements

asonableness of financing arrangements by submitting a
thorized representative that attests to one of the following:

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

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

borrowing because:

A) A portion or all of the cash and equivalents must be retained in the balance sheet
asset accounts in order to maintain a current ratio of at least 2.0 times for hospitals
and 1.5 times for all other facilities, or

B)  Borrowing is less costly than the liquidation of existing investments, and the

existing investments being retained may be converted to cash or used to retire
debt within a 60-day period.

Conditions of Debt Financing

This criterion is applicable only to projects that involve debt financing. The applicant shall
docurment 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).

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE
A B c D E F G H
Department Total Cost
{list below) Cost/Sq. Ft. Gross Sq. Ft. | Gross Sq. F. Const. $ Meod. § (G+H)
New Mod. New Circ.* | Mod. Circ.” (AxC) (BxE)
New _ . _ N _
Construction | $673.37 63,250 $ 42,590,316 $42,590,316
Contingency |$ 5534 = 63,250 | - - - |'$ 3,500,000 - $3,500,000
TOTALS $728.71 = 63,250 - O s $ 46,090,316 O $46,090,316
*Include the percentage (%) of space for circulation
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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.

Factor CON Year 2
Salaries and Wages $ 15,548,400
Benefits 3,700,600
Supplies 1,398,300
Total Operating Costs $ 20,647,300
Patient Days 16,718
Cost per Day $ 1,235.03

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.

Factor CON Year 2
Depreciation $ 2,897,400
Total Capital Costs $ 2,897,400
Patient Days 16,718
Cost per Day 3 173.31

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

SUBSTANTIVE PROJECTS AND PROJEG o 18 DS e e s

3960/5.4]:

1. The project's material impact, if any, on essential safety net services in the community, to the extent that it
is feasible for an applicant to have such knowledge.

2. The project's impact on the ability of another provider or health care system to cross-subsidize safety net
services, if reasonably known to the applicant.

3. How the discontinuation of a facility or service might impact the remaining safety net providers in a given
community, if reasonably known by the applicant.

Safety Net Impact Statements shall also include all of the following:

1. For the 3 fiscal years prior to the application, a certification describing the amount of charity care provided
by the applicant. The amount calculated by hospital applicants shall be in accordance with the reporting
requirements for charity care reporting in the llinois 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 Iilinois 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 38.

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
Qutpatient
Total

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

Please note: The applicant is a new entity; thus has no history of services. However, the Safety Net
Impact of Applicants’ related entities are provided in Attachment 38.
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SECTION XI. 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.

If the applicant owns or operates one or more facilities, the reporting shall be for each
individual facility located in lllinois. If charity care costs are reported on a consolidated basis,
the applicant shall provide documentation as to the cost of charity care; the ratio of that charity
care to the net patient revenue for the consolidated financial statement; the allocation of charity
care costs; and the ratio of charity care cost to net patient revenue for the facility under review.

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.

Please note: The applicant is a new entity; thus has no history of services. However, the Charity Care
Information of Applicants’ related entities is provided in Attachment 39.
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After paginating the entire completed application indicate, in the chart below, the pag

included attachments:

APPLICATION FOR PERMIT- 02/2024 Edition

e numbers for the

INDEX OF ATTACHMENTS

ATTACHMENT
NO, PAGES
1. | Applicant identification including Certificate of Good Standing 33-43
2. | Site Ownership 44-49
3 | Persons with 5 percent or greater inferest in the licensee must be identified with the % of ownership 50-52
4. | Organizational Relationships (Organizational Chart) Certificate of Good Standing Etc. 53-55
5. | Flood Plain Requirements 56-58
6. | Historic Preservation Act Requirements 59-63
7. | Project and Sources of Funds ltemization 64-65
8. | Financial Commitment Document if required 66
9. | Cost Space Requirements 67-70
10.| Discontinuation N/A
11.| Background of the Applicant 71-77
12.| Purpose of the Project 78-151
13.] Alternatives to the Project 152-153
14.} Size of the Project 154-160
15.| Project Service Utilization 161
16.| Unfinished or Shell Space 162
17.| Assurances for Unfinished/Shell Space 163
18.] Master Design and Related Projects N/A

Service Specific:
19.] Medical Surgical Pediatrics, Obstetrics, Icu N/A
20.| Comprehensive Physical Rehabilitation 164-218
21.| Acute Mental liiness N/A
22.| Open Heart Surgery N/A
23.| Cardiac Catheterization N/A
24| in-Center Hemodialysis N/A
25.| Non-Hospital Based Ambulatory Surgery NIA
26.| Selected Organ Transplantation N/A
27.| Kidney Transplantation N/A
28.] Subacute Care Hospital Model N/A
29.| Community-Based Residential Rehabilitation Center N/A
30.| Long Term Acute Care Hospital N/A
31.| Clinical Service Areas Other than Calegories of Sefvice N/A
32| Freestanding Emergency Center Medical Services N/A
33.| Birth Center N/A

Financial and Economic Feasibility:
34.| Availability of Funds 219-222
35.| Financial Waiver N/A
36.| Financial Viability 223-332
37.| Economic Feasibility 333-336
38.1 Safety Net Impact Statement 337-345
39.| Charity Care Information 346-347
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Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Type of Ownership Applicants

included with this Attachment are the Certificates of Good Standing for each Applicant:
Rehabilitation Institute of Springfield, LLC

Encompass Health Corporation

Encompass Health Springfield Holdings, LLC

Memorial Health Ventures

Memorial Health System

S

 ATTACHMENT 1_
PAGE 1 OF 11
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Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Formation
Rehabilitation Institute of Springfield, LLC

Delaware

The First State

I, CHARUNI PATIBANDA-SANCHEZ, SECRETARY OF STATE OF THE
STATE OF DELAWARE, DO HEREBY CERTIFY TEE ATTACHED IS A TRUE AND
CORRECT COPY OF THE CERTIFICATE OF FORMATION OF “REHABILITATION
INSTITUTE OF SPRINGFIELD, LLC”, FILED IN THIS OFFICE ON THE

FIFTH DAY OF AUGUST, A.D. 2026, AT 12:34 O CLOCK P.M.

Chasuni Patibanda-Sanchez. $ y of Etate

10724160 8100
SR# 20263962494

You may verify this certificate online at corp.delaware.gov/authver.shtm!

Authentication: 204735186
Date: 08-05-26

_ ATTACHMENT 1_
PAGE2 OF 11
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Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Formation
Rehabilitation Institute of Springfield, LLC

STATE OF DELAWARE
CERTIFICATE OF FORMATION
OF LIMITED LIABILITY COMPANY

The undersigned authorized person, desiring to form a limited liability company pursuant
to the Limited Liability Company Act of the State of Delaware, hereby certifies as follows:

1. The name of the limited liability company is Rehabilitation Institute of
Springfield, LLC.

2. The Registered Office of the limited liability company in the State of Delaware is
located at 251 Little Falls Drive, in the City of Wilmington, Delaware 19808. The name of its
registered agent at such address is Corporation Service Company.

IN WITNESS WHEREOF, the undersigned has executed this Certificate of Formation of
Rehabilitation Institute of Springficld, LLC this 5™ day of August, 2026.

Julie Dck
Authorized Person

State of Delaware
Secretary of State
Division of Corperations
Deliversd 11:3 PM 08 051526
FILED 12:M PM 08052026
4926-3917-6693, v. 1 SR 10361962404 - Flle Namber 10724160

- pageds — _ ATTACHMENT1
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Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Formation
Rehabilitation Institute of Springfield, LLC

OFFICE OF THE SECRETARY OF STATE

ALEXI GIANNOULIAS-Secretary of State

18280469
AUGUST 06, 2026

ILLINOIS CORPORATION SERVICE COMPANY
801 ADLAI STEVENSON DRIVE
2PRINGFIELD, IL 6§2703-4261

R REHABILITATION INSTITUTE OF SPRINGFIELD, LLC

congratulations! We’re pleased to inform you that your request to
transact business in the State of 11linois has been approved, and your
Limited Liability Company (LLC) has been recorded with the Illincis
Secretary of State‘s offlice. We wigh you success with your new businessa!

Under state law, LLCs must file an annual report before the firat day of
the anniversary month each year. (It is important to file your report on
time ko aveid penalties or dissolution.) Printed annual reports will be
mailed to the registered agent 45 days before the due date.

Online Assistance for Your Business:
vigit www.1l508.g0OV to:

o Pile your annual report online

o Check the “status® of your company

o Access Publications, forms and other services
o Purchase a Certificate of Good gtanding

Again, congratulations on this exciring accomplishment!

pieage do not hesitate to contact my Business Services Department if you
have any questions or need further assistance,.

Sincerely,

Alexi Giannoullas

Tllinois Secretary of State
Department of Business Services
Limited Liability Division
800-252-8980

_ ATTACHMENT 1_
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Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Formation
Rehabilitation Institute of Springfield, LLC

183290469
lilinois FLE #
Formzo!:LC"45-5 Limitad Liability Company Act This space for use by Secratory of Slale,
Sesretary of Stele Application for Admission to
Department of Businesa Services Transact Business
551 5 Saco St om, 51
5 ., Am. WIT b ICATE
Sptingfield, IL 62758 T ,
Spp oo o pn ety FILED
www.cyberdiivellinata.com AUG q!g 2026
.} ~

Pupmiort sustbe mada by carblod Shcls | Fiting Fes: §150 ALEX) GIANNOULIAS
CPA’s sheck or taoney order peysbla to | Penaity: § SECRETARY OF STATE

Sacratary of §tate, I chock ls returnad for
any renson this fiting will be vold.

Approved:

1. Lémited Liabilily Company name (see Nota 1): Rehabilitetion Inslitute of Sﬂ'lﬁﬂﬁe'd. LLC

2, Assumed hame:

{This Rlem Ia cnly applicabla If the company Asma In ftem 1 is nod avanatio for use In Nlincls, th which cass form
LLE 1.20 muat be complated and submitied with ihis spplication.)

3. Judsdiction of organization: Detawere

4. Dato of organtzation: August B, 2026

5. Period of duration: perpetus!
(Enter perpatunl unless thare |3 a date ol diasolulion provided [n the agreoment, n which caze enter that dain.}

6. Address of the principal place of businass: (P.O. Box alona or c/o |8 unaccaptable.)

9001 Liberty Parkway

Nuymber Sweal Sulle #
Birningham AL 35242
Chy Siats Zir
7. Ragistared ageni: llinols Corporation Senvice Company
Frsl Name: Middie Name Last Nama
Reglaterad oftica: 801 Adlai Stevenson Drive
(R.O. Box alons af clo Number Streal Sulta ¥
is unacorctabis.)
Springiield L 82703
Chy pig

Mote: The registetad agent must resido In Tiinots. i the agent s a bustness entity, {l must ba authotzed to act as agent b ihis state.

8, i applicable, date on which company first conducted businaas In Minola: i

(continuad on back)

Priniad by authority of the Stata ol Tivols. June 3018 — 1 = WeIr.2!

ATTACHMENT 1
PAGES5 OF 11
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Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Formation
Rehabilitation Institute of Springfield, LLC

LLC-48.5

9, Purposa{s) for which tha company Is organized and proposes to conduct business In Hiinols (see Nole 2}
inpatlent rehabilltation services

10. The Limited Liability Company: {chack one}
D is managed by the manager(s) or & has managemsnt vested In the mambar(s):

#1. Us! nemes and businass addrassss of all managers and any meamber with the authodty of managar.
Encompass Health Springfteld Holdings, L1.C 9001 Liberly Parkway Birmingham, AL 35242

12. Tho Ilinols Sacratary of Stals is heroby appointed the agent of the Limited Liabllity Company for servios of process under
chroumnatances sel forih In subsection {b) of Saction 1-50 of the lMinols Limited Uabilty Company Acl.

13. Thia epplication 1a ascompaniad by a Certificats of Good Standing or Existance, duly suthenticated within the last 80
days, by the offlcar of tha state or country wheraln the LLC la formad.

14, The undarsigned alfimms, under penaltias of parury, having authority 1o sigh herato, lhat this appBeation for admission to transacl
businesa (s to the best of my knowiedge and bellal, tue, gomact and completa.

Datad: August 6, 2025
Mondh, Day, Yaar

NS
‘ “Signature

Douglas E. Coltharp, President
Fiame and Title {type or prin)

Encompass Health Springfleld Holdings, LLC

[ appitcant (s signing for & company or of oniay,
late name of company of antity.

Note 1: The name must contaln the term Limitad Uabllly Company, LLC or LL.C. Tha nama cannol contaln ony of tho lollowing terms:
*Corporation,” "Corp.® “Incorporatad,” “Inc.,” "Lid.," "Co.,” “Limited Partnsrship” or “LP.° However, & Umitod Babillty company that will provida
services licansad by the liinols Department of Financlal and Professlonal Regrulation must instead contaln the tarm Professional Limiled
LigbiBy Campany, PLLC or P.L.L.C. in the nama.

Nate 2: A professionas limited Rabillly company must state the spedilc professional service or related professional services 1o ba rendered
by the protessional limfled Bability company.

ATTACHMENT 1
——— — — == Page 38 — — ——— — ————2 ——
PAGE 6 OF 11



Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Formation
Rehabilitation Institute of Springfield, LLC

Delaware

The First State

I, CHARUNI PATIBANDA-SANCHEE, SECRETARY OF STATE OF THE STATE
OF DELAWARE, DO HEREBY CERTIFY "REHABILITATION INSTITUTE OF
SPRINGFIELD, LLC" IS DULY FORMED UNDER THE LANS OF THE STATE OF
DELAWARE AND IS IN GOOD STANDING AND HAS A LEGAL EZXISTENCE SO FAR
AS THE RECORDS OF THIS OFFICE SHOW, AS OF THE FIFPTH DAY OF AUGUSZT,
A,D. 2026,

AND I DO HEREBY FURTHER CERTIFY THAT THX SATD "REHABILITATION
INSTITUTE OF SPRINGFIELD, LLC™ WAS FORMED ON THE FIFTH DAY OF
AUGUST, A.D. 2026.

AND I DO HEREBY FURTHER CERTIFY THAT THE ANNUAL TAXES HAVE BEEN

ASSESSED TO DATE.

Cf\fmcf«??

Gharuni Putlsnda-Sanches, Soowtary of Stute
Authentication: 204741713

Date: 08-05-26

10724160 8300

SR# 20263966735 e
You may veriy this certificate online at eorp.delaware gov/authver.shtml

_ ATTACHMENT 1
PAGE 7 OF 11



ApplicantiLicensee Corporate Information
Rehabilitation Institute of Springfield, LLC

Attachment 1
Certificate of Good Standing
Encompass Health Corporation

File Number 5731-571-7

To all to whom these Presents Shall Come, Greeting:

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

Department of Business Services. I certify that

ENCOMPASS HEALTH CORPORATION, INCORPORATED IN DELAWARE AND LICENSED
TO TRANSACT BUSINESS IN THIS STATE ON MAY 18, 1993, APPEARS TO HAVE
COMPLIED WITH ALL THE PROVISIONS OF THE BUSINESS CORPORATION ACT OF THIS
STATE, AND AS OF THIS DATE, IS A FOREIGN CORPORATION IN GOOD STANDING AND
AUTHORIZED TO TRANSACT BUSINESS IN THE STATE OF ILLINOIS.

In Testimony Whereof, I hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 31ST

dayof AUGUST AD. 2026

S aa0 18 2
Authentication # 2624303176 verifiable until 06/31/2027 ,4&“_' & A ‘

Authenticate at: https:/Awww ilscs.gov
SECRETARY OF STATE

- —  ————————— Paged0
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Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Good Standing
Encompass Health Springfield Holdings, LLC

Delaware

The First State

I, CHARUNI PATIBANDA-SANCHEZ, SECRETARY OF STATE OF THE STATE
OF DELAWARE, DO HEREBY CERTIXY "ENCOMPASS HEALTH SPRINGFIELD
HOLDINGS, LLC™ IS DULY FORMED UNDER THE LANS OF THE STATE OF
DELAWARE AND IS IN GOOD STANDING AND HAS A LEGAL FXISTENCE SO FAR
AS THE RECORDS OF THIS OFFICE SHOW, AS OF THE TRIRTY-FIRST DAY OF
AUGUST, A.D. 2026.

AND I DO HEREBY FURTEER CERTIFY THAT THE ANNUAL TAXES HAVE BEEN

ASSESSED TO DATE.

C {f Sonchry”

Charuni Petibands-Sanchel, Secretary of State

Authentication: 204989162
Date: 08-31-26

10714408 8300

SR# 20264251935
You may verify this certificate enline at corp.delaware.gov/authvar shtml

_ ATTACHMENT 1
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ApplicantiLicensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Good Standing
Memorial Health Ventures

File Number 5411-259-9

To all to whom these Presents Shall Come, Greeting:

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

In Testimony Whereof, I hereto set

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

dayof AUGUST A.D. 2026

(T Y
Autherscaton @ 2623903178 verfiable und 08/272027 A@#_ d'l- /
Authenbcate 3t hps (e i3o3. gov
SECRETARY OF STATE

_ ATTACHMENT 1
PAGE 10 OF 11



Applicant/Licensee Corporate Information
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 1
Certificate of Good Standing
Memorial Health System

File Number 5248-617-3

o
it
i e et

To all to whom these Presents Shall Come, Greeting:

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

Department of Business Services. I certify that

MEMORIAL HEALTH SYSTEM, A DOMESTIC CORPORATION, INCORPORATED UNDER
THE LAWS OF THIS STATE ON AUGUST 21, 1981, ADOPTED THE ASSUMED NAME
MEMORIAL HEALTH ON SEPTEMBER 27, 2016, APPEARS TO HAVE COMPLIED WITH
ALL THE PROVISIONS OF THE GENERAL NOT FOR PROFIT CORPORATION ACT OF THIS
STATE, AND AS OF THIS DATE, IS IN GOOD STANDING AS A DOMESTIC CORPORATION
IN THE STATE OF ILLINOIS.

In Testimony Whereof, I hereto set

my hand and cause to be affixed the Great Seal of
the State of Illinois, this 4TH

dayof AUGUST AD. 2026

e aAd
LR T
Autherfication #: 2621600782 verifiable until 08042027 AM ﬁ:. Z
Authenticate at htps:/hwaw 2505 gov
SECAETARY OF STATE

_ ATTACHMENT 1
PAGE 11 OF 11



Site Ownership
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 2
Site Ownership

The site for the proposed facility is owned by Memorial Health System. The current address for the proposed
facility is 4685 Wabash Avenue Springfield, lllinois 62711. The site is also identified with Property Index
Numbers 21-11.0-300-030 & 21-11.0-300-034 The land will be transferred to the joint venture,
Rehabilitation Institute of Springfield, LLC. A Letter of Intent regarding the property is provided in
Attachment 2.

_ ATTACHMENT 2
PAGE 10F 6



Site Ownership
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 2
Site Ownership

Docysign Emvolope ID: ATEDBBSA-2818-8200-83F2 BCAEGIITELCE

Encompass
Health

August 25, 2026

Re: Non-Binding Letter of Intent regarding approximately 5.8 acres of unimproved real
property located at 4685 Wabash Avenue, Springficld, Sangamon County, 1llinols
62711 (PIN 21-11,0-300-030)

To Whom it May Concern:

Encornpass Health Springfield Holdings, LLC, a Delaware limited liability company
(“Encompass™) and Memorial Health Ventures, an Illinois non-profit corporation (“Memorial®)
wish to mcmorialize the parties’ understanding and. agreement to the following terms and
conditions pursuant to which Encompass and Memorial intend to form a joint venture, known as
Rehabilitation Institute of Springficid, LLC, a Delaware limited liability company (the “JV'),
which JV will own and operate an inpatient rehabilitation hospital on the above-described
property. This Letter of Intent is non-binding except as expressly provided otherwisc in the final
paragraph hereof.

Terms and Conditions:

o Property Description: Approximately 5.8 acres of unimproved real property
located at 4685 Wabash Avenue, Springfield, Sangamon
County, lilinois 62711 (the “Property”), as generally
depicted on Exhibit A attached hercto and consists of
propertics in two PIN numbers. The southerly three acres
and cross hatched as shown on Exhibit A is a portion of PIN
#21-11.0-300-034 and the additional property is
approximately 2.8 acres as a portion of PIN #21-11.0-300-
030, which is made up of approximately 41 unimproved
acres.

e Memorifal’s Interest The southerly three acres is owned by Memorial Medical
in the Property: Center. The nosthern 2.8 acres is under Contract for Sale of
Real Estate effective as of May 10, 2026 (the “Underlying
Contract™), by Memorial's affiliate, Memorial Healih
System, an [llinois Not-For-Profit Corporation from a third-
party property owner. The lega! descriptions and exact size
of the approximately 2.8 acte tract will be determined after
the civil engineering is completed for both the Eacompass

 ATTACHMENT 2_
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Site Ownership
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 2
Site Ownership

Docusign Envelope 10: ATESHBSA-2818-0280-83F2-BCAESIITEACE

Hospital Development as well as designing and study of the
drainage for the 41 acres.

¢ Contribution: After the Closing under the Underlying Contracl, Memorial
will contribute the Property to the JV,

o [Intended Use: The partics intend for the JV to develop and improve the
Property as an inpatient rehabilitation hospital (the
“[ntended Use").

¢ Confidentiality: Except for communications with altorneys, brokers,

accountants, consultanis, architects, engineers, contractors,
and other third-party advisors or service providers that
Encompass, Memorial, and/or the JV engages or considers
cngaging in relation to the Property, Encompass, Memorial,
and the JV agree that the terms and conditions of this Letter
of Intent arc confidential and that neither party shall disclose
any information regarding the terms or the partics hereto,
Notwithstanding the foregoing, Encompass and the JV are
expressly permitted to communicate about the Property with
governing authorities and/or ulility companies in connection
with the Intended Use of the Property. Further, Encompass
and the JV are cxpressly permitted to provide a copy of this
agreement to governing authoritics or utility companies 1n
the event required in connection with any applications for
entitlements and approvals in connection with the Intended
Use of the Property, including in connection with the JV’s
application for a Certificate of Need.

[signatures follow]

2
4013-5484-3076, v. 3

ATTACHMENT 2
PAGE 3 OF 6
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Site Ownership
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 2
Site Ownership

Docusign Envelops 1D: ATE0BEBA-2610-828D-83F2-BCAEBIITEACE

This Letter of Intent is non-binding (except for the “Confidentiality” provision above, which is
binding) and is not intended to constitute a contract for the purchase of the Property nor 10
otherwise create any legal obligations to purchase or contribute the Property, but is intcaded only
to summarize the general terms and conditions under which Encompass and Memorial agree to
pursue their joint venture and the Intended Use of the Praperty as contemplated herein.

Encomp.mwgglth Springficld Holdings, LLC

oy i Bl

Name: und Ball
Title: Vice President

Mer%wuh entures, LLC
By: / e

Name: (Vi Lnud
Titlel € ¢ Lot e el Dlof‘t’(th N

3
4913-5484.3076, v. 3

ATTACHMENT 2
PAGE 4 OF 6
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Site Ownership
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 2
Site Ownership

Docusign Evwelope 1D ATEDIBAA-2B18828D-83F2-BCAEGAITEACS

Exhibit A

b
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Site Ownership
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 2
Site Ownership
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Persons with 5% or Greater Interest in the Licensee
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 3
Operating Entity/Licensee

Enclosed is the Certificate of Formation issued by the lllinois Secretary of State for the proposed licensee,
Rehabilitation Institute of Springfield, LLC.

Rehabilitation Institute of Springfield, the Licensee, will be a 50-50 joint venture between Memorial Health
Ventures, an affiliate of Memorial Health, and Encompass Health Springfield Holdings, LLC, an affiliate of
Encompass Health Corporation.

__ ATTACHMENT 3.
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Persons with 5% or Greater Interest in the Licensee
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 3
Operating Entity/Licensee

18280469
LT

lilinols
Formm!;LC'45-5 Limited Liability Company Act Thts epags for uze by Bacrelory of Stabe.
Becrelary of Stale Application for Admlsslon to
Deparntment of Businesa Services Transact Business
Uimitad Liabiity Division

601 8. Second 81, Am. 351 [ SUBT (3 DUPLICATE |
el Doeopatcoms FILED

wian.cyberdrvolinia.com AUG 08 2028

e st iele suamey's ek, | Fling Pee: 4150 ALEXI GIANNOULIAS
CFA'S eheck o money ordar payabia o | Penalty: $ SECRETARY OF STATE

Sacratary of State. N check s retrned for | Appraved:
any raason fhis filing will be wold.

Y. Limited Liablily Company name (see Nota 1); Rehabifilaion mstiue of Springfield, LLC

2, Assumed namo

’ {This Nem ia only sppiicabla If the compsmy name in liem 1 Is not svaliablo for use In Alinols, In which case form
LLG 1.2 must be complated and submiitad with this applicatlon.}

3. Jurisdiction of organization: Delawere

4. Dato of organtzation: August 5, 2026

5. Padod of duration; perpetus!
{Enter parpetual unless thon s a date ol dssoliion provided In the agrecment, In which case enbe: that data.)

6. Addrsss ol the principal place of businasa: (P.O. Box alohe o /o ls unacceplable.}

9001 Liberty Parkway

Numbie Streel Sulle #
Birmingham AL 5242
City Slate F O
7. Ragisisred agent: lliinols Cerporation Service Company
First Name Middia Hame Lasl Name
Registersd oftics; 801 Adiai Stevenscn Drive
(PO, Bex alone ar &lo Numbes Stras) Sulte #
le wnacasplable.)
Springfield [N 82703
aP

Noh:Thoreglmednguumtn:!dolnillmh.InhonwantrlsmsmdmllmwhenmhnﬂndwmuagentmIhhdah.

B. Il applicebls, date on which company first conducied business In inols: '

{cortinuad on back}

Priasd by sutharity of the Stade of Iinols. dune 2018 ~ 1 = LLG .2

Page §1 —

__ ATTACHMENT 3
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Persons with 3% or Greater Interest in the Licensee
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 3
Operating Entity/Licensee

LLC-48.8

9, Purpossis) for which the company s organized and proposes o conduct business In lindls (see Nots 2):
inpatient rehabilltation services

10. The Linvited Liabifty Company: {chack one)
0O s managed by tha managoer(s) of i has management vosted In the mambar{s):

11, Lisi names and business addrasses of afl managers and any mambat with the authoitly of managar:
Encompass Health Springftald Haldings, LLC 6001 Liberly Parkway Bimingham, AL 35242

12, Tha lllinols Socratary of Stata is hereby appolntad the agem of the LimRed Liability Company for service of process under
croumstances set Torth n subsaction (b) of Section 1-50 of the linois Limited Llabifity Company Acl.

13. Thia spplication is accompaniod by 8 Cartiticats of Good Standing or Existence, duly suthsnticated within the tast 60
days, by the ciflcar of tha state or country wharaln the LLC i formad.

14. The undarsignad affimna, undar penaltios of patjury, having authority to slign hereto, that this applcation for admission 1o ransact
business I3 10 the bast of my knovdedge and balia, true, corract and complels,

Datad: August 6, 2026
Monih, Day, Yesr

s

Douglas E. Coltharp, Presidant
Name and Tide {type or prinl)

Encompass Health Springfisid Holdings. LLC
M applioand is eigning tor & cdmpany or ently,

slate name of company or ontly.

Note 1: The name must contaln the tarm Limited tiability Compary, LLC or LL.C. The name cannct condain any of tho following tarms:
*Carporalion,” *Carp.” "Incorporated,” “Ing,” "Lid.” "Co.,* “Limitad Partnarship® of 9_p* However, & Bmitad Bability company that wil provide
sarvices censed by the lllinols Daparimeni of Financlal and Professional Regulation mus! instead contain the term Profsssional Limited
Liablfty Company, PLLC or P.LLC. in the name.

Mote 2: A prafessional imitad liabliily company must siate the spacilic professional sedvice or related profassional services 1o be renderod
by the prafessional limfied hetilily company.

_ ATTACHMENT 3
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Organizational Relationships to Licensee
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 4
Organizational Relationships

Rehabilitation Institute of Springfield, LLC

Encompass Health
Corporation

DE

100.00%

Encompass Health
Joint Ventures Holdings,
LLC

100.00%

Memorial Health
Ventures
{Non Profit)

i

Encompass Health
Springfield Holdings,
LLC

50.00% 50.00%

Rehabilitation
Institute of Springfield,
LLC

ATTACHMENT 4
- Page83 — —
PAGE 1 OF 3



Organizational Relationships to Licensee
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 4
Organizational Relationships

CORPORATE STRUCTURE

Memorial Health System

Memorial Health Partrers, LLC
d/b/a: Memorial Health

The BJC Collaborative, LLC

Captis Health, LLC
Memorial TheL.f\braham WLLEE Tl Memorial Memarial Mental Health
incaln Memorial Area . :
Medical Center Memarial Hospital Physiclan Home Services, Centers of
Decatur Taylarviite lamorid P Services Memorial NFP Central fllinois
et Memorial Memorial Hospital Assadiation Health
Memorial Hospual Hospital i ditva packsarwille W:" .'"lf!:f'm ventures df:I:mh:cg?:wl d@;:hr:;:::ual
Hospual Aemaorial Memorial Grou Health
Hospital Hospital P
. Decatur Taylorville Abraham Memorial
Memarial Memaorial Memorial Lincoln Passavant Area Home Services
Medical Center - Hospital
Foundation Health Hospital Healthcare toundation of Central springfleld
Foundation Foundation, Inc, L Foundation llinois, inc. Residential
dibia Memorisl
W:Msr;p‘::ga:leid dibla Decalur dit/a Taytorvile dftsa Lincoln W;‘ ﬁt“::io‘ﬂwlle Home Medxal Services
Foundation Memorial Memerial Memonal Foundatl Supply
Foundation Foundation Foundation Ll {For Peofin)
L Central Binois Jacksonville
Health CRNAs, Inc.
Associates, Inc.

Memorial
Health

ATTACHMENT 4
PAGE 2 OF 3
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Flood Plain Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 4
Organizational Relationships

Encompass Health Corporation*

Memorial Health System*

0%
0%

Rehabilitation Institute of
Springfield, LLC

*There are various wholly corporate entities in between, but control rests with the ultimate parert and applicants as identified

ATTACHMENT 4
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Flood Plain Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 5
Flood Plains Requirements

With the signatures provided on the Certification pages of this Certificate of Need application, the Applicants
confirm that this project involving the construction of The Rehabilitation Institute of Springfield, located at
4685 Wabash Avenue Springfield, lllinois 62711 and identified as PINs 21-11.0-300-030 & 21-11.0-300-
034. The proposed site for the facility complies with the requirements of Executive Order #2006-5. A map
confirming such and provided by FEMA is attached.

__ ATTACHMENTS_
PAGE10F3



Flood Plain Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 5
Flood Plains Requirements

‘ Gresham
N Smith

July 27,2026

|tinois Health Facilihies And Services Review Board
525 West Jefferson Street, Znd Floor
Springheld, linois 62761

Subject:Flood Plain Requirements Compliance
Rehabilitation Insttute of Springfietd, LLC
Spningtield, Hhnois
Gresham Smith Project No. 48999.87

To whom this may concern,
Ttis letter is i reference to the State of llinois CON Permit Application for an inpatient physical rehabiiitation

tacility to be located on approximately 5.8 acres of unimproved real property located at 4685 Wabash Ave,
Springhield, IL 62711. The CON application requires that the referenced building 1 in compliance with the Flood Plain
Rule under lhinois Executive Order #2006-5. At this time, according to FEMA Flood Map Service Center website, the
project site isin Unshaded Flood Zone X described as Area of Minimal Flood Hazard outside the 500-year flood plamn,
and not in a Special Flood Hazard Area.

) Buldry snd fonrg Map e i e s

Eéﬂﬂ"“ &%MJS"{} 5

g
y |
1--‘-_; - J%f ﬂl'l y
N
g iﬂ;
d
-m_ : - A
Grenuine Ingenuity 222 Second Avenue South GreshamSmith.com
Suite 1400
Nashville, TN 37201
£15.770.8100
ATTACHMENT 5
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Flood Plain Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 5
Flood Plains Requirements

‘ b \linois Health Facilities And Services Review Board
August 25, 2026

it a o Al o PR T A
) iy B o Dt AL
i

i

National Flood Hazard Layer FIRMette

ZreMa  Legend

wrnaLRa0s | T WP Grgh fa sk a1 &
RATAHD AL Py Pasanrm,
1% Nnasd Charer P omd vy hrve
o T s o arwe Yk otd EmAge
“.H"Iqh‘--ﬁlm
pon I e A0 S rhe o
m g pmda clnain 3% Prbt
Lo w Pl Suwdd
‘f’ g v AT M) Ve T W

QSegm AMEAL 18 L e S
e g " e v ed Waa B Lraa

- o W Vg Wy

| — ]

[ EFL S Bowm # B v ol oot Howuet
AR, = v Oyt Ler e e
SEMCTURLS 40 in i Lewre Dby Fumdund

e ot e et 4 e C btk
‘bl Wk e Lnarin

B et
e M 1 Grede L L
e
Fatupam m e ey

e Com o W S
AR . e dygi Bt

HaRAls [
vt Lt drd ey .
B g e b baie
- AR re— !
¢ e pu shupiprwl o P Brf & 3 rpa ar et

o] AR Oy e e SA) Bu b oy
9 i VTR IR BT

ros e R AT B 4 s b P ol
8t g 1 ard sl e AR ] Wb
Toaf Wy w s w g wp) B3 b oy
—rrn neulsm

T -
@ P MWL ooty e 18 LYY By TR b e
ot amp e 9 7 D6 b eed B
Pt e 4 et 0 POy badsmrad A Ty e 0%
Wb P W o el o bt a R S
oy wgn e By i SR P P

e e a0 v 114 Pm ¥ TN & Fn LS| S
Frvee s 41 nm A res ap Smbjrid Wit e ity
Mo mam b EE 8 B i i riby RS

Ferl . WS S LSS it senam L KAl B A b
1-6.000 Ll e

muwwunlmun&:

Sincerely,

Brent Hughes, AlA
Architect License #001-019981

Copy - Elizabeth Mann (Encompass Heslth Corporate)
Leanna Albright {Gresham Smith)
Jonas Booker {Gresham Smith}

Gresham
Smith

Page | 2
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Historic Resources Preservation Act Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 6
Historic Preservation Act Requirements

The Applicants submitted a request for determination to the Winois Department of Natural Resources-
Preservation Services Division on August 10, 2026. A copy of that request is enclosed herein. A final
determination has not been received as of the filing of this application. The Applicant commits to not
financially obligate the Project until a clearance letter is received from the Department. A copy of the
submission is included with this attachment.

ATTACHMENT 6
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Historic Resources Preservation Act Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 6
Historic Preservation Act Requirements

Juan Morado, Jr.

eneSC 71 South Wacker Drive, Swite 1600
Chucago, IL 60606

Attorneys at Law Direct Dial. 312.212.4967

Fax: 3127579192
jmoradoa beneschlaw.com

Angust 10, 2026
V1A EMAIL

Jeffrey Kruchten

Chief Archaeologist

Preservation Services Division

Illinois Historic Preservation Office
Tllinois Department of Natural Resources
1 Natural Resources Way

Springfield. IL 62702
SHPO.Review/@illinots. gov

Re: Certificate of Need Application for the Establishment of a Hospital -
Rehabilitation Institute of Springfield, LLC

Dear Jeffrey:

I am writing on behalf of my client, Rehabilitation Institute of Springfield. LLC ("Springfield
Rehab”} to request a review of the project area vader Section 4 of the Ilinois State Agency Histonc
Resources Preservation Act (20 ILCS 3420/1 et. seq). Springfield Rehab is submitting an
application for a Centificate of Need to the Illinois Health Facilities and Services Review Board.
Springfield Rehab is proposing to establish a free-standing rehabilitation hospital. located at 4685
Wabash Avenue. Springfield, IL 62704 and the property’s Property Index Number is: 21-11.0-
300-030 (the “Project”™).

The proposed Project will occupy approximately 63,250 square feet in building space and will
contain 60 beds. For your reference, in this letter we have included a topographic map, an aerial
map along with a rendering showing the boundaries of the proposed site, and existing lot images
(Attachments 1-3) showing the general location of the Project.

29167857 vl

ATTACHMENT 6
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Historic Resources Preservation Act Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 6
Historic Preservation Act Requirements

We respectfully request review of the project area and a determination letter at yous earliest
convenience. Thank you in advance for all of the time and effort that will be going into this review.

Very truly yours,

BENESCH, FRIEDLANDER,
COPLAN & ARONOFF LLP

J.Iuan Morado, Ja

M-
Enclosures

290167857 vl
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Historic Resources Preservation Act Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 6
Historic Preservation Act Requirements

Topographic Map
(4685 Wabash Avenue, Springfield, [llinois 62704 Identified as PINs 21-11.0-300-030 & 21-
11.0-300-034)

N3 iEYE ¥ 2
Tyl ' %
9 g S [+ -
W L FE AN i =3
N Cody
S
g3
E:d 8 5
2
Springlheld g
E]
%
, 3 Wl iTGATF C4
- AT VD
i PRI racan oA MTC ML
o AT AR P
= e A L
o M
iu._:ﬁé—f -
i mgu.:HOON'ﬂ
29167857 vl
I s Page 623 ATTACHMENT 6

PAGE4 OF 5



Historic Resources Preservation Act Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 6

Historic Preservation Act Requirements
3D Aerial Map
(4685 Wabash Avenue, Springfield, Illinois 62704 Identified as PINs 21-11.0-300-030 & 21-
11.0-300-034)
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Project and Sources of Funds Itemization
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 7
Project Costs and Sources of Funds

Summary of Project and Related Cost Data Assumptions

Project Costs and Sources of Funds

Component Clinical Non-Clinical Total
Site Survey and Soil Investigation $ 158,400 $ 201,600 $ 360,000
Site Preparation $ 1,320,362 $ 1,680,460 $ 3,000,822
New Construction Contracts $ 27,470,754 $ 15,119,562 $ 42,590,316
Contingencies $ 2,572,625 $ 927,375 $ 3,500,000
Architectural/Engineering Fees $ 1,627,500 $ 542,500 $ 2,170,000
Consulting and Other Fees $ 2,131,603 $ 768,397 $ 2,900,000
Movable/Other Equipment (not in contracts) $ 5,708,389 $ 2,057,751 $ 7,766,140
Other Costs To Be Capitalized $ 29227385 $ 1,053,457 $ 3,975,842
Total Project Cost $ 43,912,018 22,351,102 $ 66,263,120

Site Preparation, including Site Survey and Soil Investigation

Project site preparation costs are based upon the proposed site location in
Health and Memorial Health experience. Clinical site
investigation, are estimated to be $1,478,762, which is 4.

costs.

New Construction

The proposed project is a new, freestanding 60-bed compre
Springfield, Sangamon County, IL. The new construction wi

preparation costs,

Springfield, IL and Encompass
including site survey and soil
9% of projected clinical construction and contingency

hensive physical rehabilitation hospital located in
Il be a single-story 63,250 square foot building.

Project building costs are comprised of all costs and expenses covered under the construction contract,

including major medical and other fixed equipment and contra
are estimated based on national architectural/construction stan

ctor's overhead and profit. Construction costs
dards adjusted for Sangamon County building

code compliance and Encompass and Memorial experience. Clinical construction costs are projected to be

$27,470,754, or $434.32 per clinical square foot.

Contingencies

Project contingency costs are an allowance for unforeseeable eve
construction contingencies are estimated to be $2,572,625, or 9.4%

costs.

Architectural/Engineering fees

Clinical project cost architecturaliengineering fees are proje
construction and contingencies costs. These costs are consis

nts related to construction.
of projected clinical new construction

Clinical

cted to be $1,627,500, or 5.4% of clinical new
tent with Encompass and Memorial experience.

_ ATTACHMENT 7.
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Project and Sources of Funds Itemization
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 7
Project Costs and Sources of Funds

Consulting and Other fees

Project consulting and other fees are comprised of the following professional services and regulatory costs
necessary to develop and permit the proposed facility: state and local permitting fees, including building
permits, utility connection fees, and municipal impact fees; Certificate of Need application and related
regulatory filing fees, construction management consulting services procured independently of the general
construction contract; healthcare planning and feasibility consulting; information technology and clinical
systems planning consultants; legal, financial advisory, and regulatory consulting fees.

Moveable Equipment Costs not in Building Centract

Project moveable equipment costs are estimated costs commensurate for a 60-bed facility and are based on
Encompass and Memorial experience.

Other Costs that are to be Capitalized

Project other costs to be capitalized are estimated based on Encompass and Memorial experience and
primarily consist of pre-operating costs.

ATTACHMENT 7
PAGE2 OF 2



Project and Sources of Funds Itemization
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 8
Project Costs and Sources of Funds

The proposed project plans are at the preliminary stage. The proposed project completion date is January 1,
2029. Financial Commitment for the project will occur following permit issuance and in accordance with the
HFSRB regulations.

_ ATTACHMENT 8
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Cost Space Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 9
Project Costs and Sources of Fund

The proposed project involves the construction of a 60-bed comprehensive rehabilitation hospital with a total
of 63,250 BGSF.

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.

Gross Square Feet* Amount of Prc;;;t::fg_:;t?;.Gross Square
Department/Area Cost Existing | Proposed Cti‘:t_ Modernized | Asls Vg;::::d
REVIEWABLE
Nursing Unit $32,793,029 - 34,719 34,719 - - -
Pharmacy $525,150 - 556 556 - - -
Employee Suite $1,407,325 - 1,490 1,490 - - -
Therapy $7,703,648 - 8,156 8,156 - - -
Renal Dialysis $1,482,866 - 1,570 1,570 - - -
Total Clinical $43,912,018 - 46,491 46,491 - - -
NON
REVIEWABLE
Administrative $6,328,058 - 4.745 4745 - - -
Dietary $4,343 663 - 3,257 3,257 - - -
_Engineering $3,927,392 - 2,945 2,945 - - -
General Stores $1,176,242 - 882 882 - - -
Circulation $6,575,747 - 4,930 4,930 - - -
Total Non-clinical | $22,351,102 - 16,759 16,759 - - -
TOTAL $66,263,120 - 63,250 63,250 - - -

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

*Note: Square feet shown are Building Gross Square Feet.

ATTACHMENT 9
PAGE 1 0F 4
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Cost Space Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 9
Project Costs and Sources of Fund

== Encompass Rehabilitation Institute of Springfield, LLC e
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Cost Space Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 9
Project Costs and Sources of Fund

== Encompass Rehabilitation Institute of Springfield, LLC e
:g Health 60 Bed Floor Plan sonngheld, i 62711/3.01-5t0ry -
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Cost Space Requirements
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 9
Project Costs and Sources of Fund

Rehabilitation Institute of Springfield, LLC

Typ. Patient Rmi. Plan springheld, k.62£17 7 20 1-Story
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Background of the Applicant
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 11
Background of the Applicant

The following information is provided to illustrate the qualifications, background and character of the ultimate
parent entities of the Applicant/Licensee and to assure the Review Board that the rehab hospital will provide a
proper standard of health care service for the community.

Rehabilitation Institute of Springfield LLC

The proposed project will be a 50/50 joint venture between Memorial Health System and Encompass Health
Corporation. Memorial Health Ventures, an affiliate of Memorial Health, will have a fifty percent (50%)
ownership interest in the Licensee, Rehabilitation Institute of Springfield, LLC. Memorial Health is an lllinois
nonprofit corporation. Encompass Health also will have a fifty percent (50%) ownership interest in the
Licensee, Rehabilitation institute of Springfield, LLC. Encompass is a Delaware corporation.

Memorial Health System

Applicant Memorial Health System maintains “ultimate control” of five (5) hospitals in Hlinois:

«  Memorial Medical Center d/b/a Springfield Memorial Hospital, IDPH License # 0001487.
Decatur Memorial Hospital, IDPH License # 0000471.
Taylorville Memorial Hospital, IDPH License # 0005447.
The Abraham Lincoln Memorial Hospital d/b/a Lincoln Memorial Hospital, IDPH License # 0005728
Passavant Memoria! Area Hospital Association d/b/a Jacksonville Memorial Hospital, IDPH License #
0001792.

In addition, Memorial Health System holds a 50% ownership in the Rehabilitation Institute of Springfield, LLC.

Encompass Health

In addition to holding a 50% ownership in the Rehabilitation Institute of Springfield, Encompass Health
Corporation, through its subsidiaries, also holds a 50% ownership in the following rehabilitation hospitals:

« Van Matre Encompass Health Rehabilitation Hospital, LLC, IDPH License # 0005215.
« The Quad Cities Rehabilitation Institute, IDPH License # 0006312.
» The Rehabilitation Institute of Southern lllinois, IDPH License # 0006270.

Additionally, Encompass Heaith Corporation is the ultimate parent owner of:
» Encompass Health Rehabilitation Institute of Libertyville, IDPH License # 0006288,

Encompass Health Rehabilitation Institute of Libertyville is a wholly-owned subsidiary of Encompass Health
Corporation.

Encompass is the nation’s leading owner and operator of inpatient rehab hospitals with 175 inpatient rehab
hospitals in 39 states and Puerto Rico. As detailed later in this application, service area patients and their
families will benefit from Encompass’ proven high quality, cost-effective programs and services, including their
rehab-specific hospital design, clinical equipment, and technology. Moreover, of note is that Encompass has
a proven track record of providing quality outcomes for lllinois patients.

In accordance with Review Criterion 1130.520(b)(3), Background of the Applicant, and with the signatures
placed on the Certification pages of this application, the Applicants assure the Ilinois Health Facilities and
Services Review Board that:

ATTACHMENT 11
PAGE10OF 7

- ——————————— PageT1 e



Background of the Applicant
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 11
Background of the Applicant

None of the three Applicants nor any subsidiary entity has had any adverse actions against it during the
three (3) year period prior to the filing of this application.

The Applicants each authorize the State Board and Agency access to information to verify documentation
or information submitted in response to the requirements of Review Criterion 1130.520(b)(3) or to obtain
any documentation or information which the State Board or Agency finds pertinent to this Certificate of
Need application.

The following copies of the Applicants’ entities IDPH licenses document that Encompass’ and Memorial's
hospitals are accredited.

_ATTACHMENT 11_
PAGE20F7



Background of the Applicant
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 11
Background of the Applicant
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Executive Summary

Rehabilitation Institute of Springfield is being proposed to enhance access to intensive inpatient rehabilitation
services for HSA 3 residents. Currently, there are too few available and accessible beds in HSA 3, particularly
in the most populated Sangamon County area, to ensure that patients in need of intensive post-acute inpatient
rehabilitation services are able to receive that level of care. For the relatively small number of patients who
are able to access IRF services at Springfield Memorial Hospital, many of those patients are delayed admission
because there are simply too few available beds.

Absent a sufficient number of beds, patients in need of IRF services are often forced to choose less-intensive,
and therefore less optimal, services such as skilled nursing facility (“SNF") or home health care, or forego
needed post-acute care inpatient rehabilitation altogether. Neither of those options is optimal for patient care.

HSA 3 is a large geographic region consisting of 18 central lllinois counties stretching from the state’s western
border to Springfield. The HSA is currently home to 545,919 residents, with a significant percentage of those
ages 65 and over ("65+"). The population ages 65+ is farge and growing, projected to increase from 22.6% of
HSA 3 population now (2026) to approximately 25% in 2031. The large and growing population ages 65+ is
an important indicator of need for the proposed Rehab Institute because that population age cohort is the
primary user of IRF services.

Currently, the 18-county HSA is served by two comprehensive physical rehabilitation (IRF) providers:
Springfield Memorial Hospital, which has 30 CON-authorized beds and is located in Springfield, Sangamon
County in the easternmost portion of the HSA: and Blessing Hospital, which has 18 CON -authorized beds and
is located in Quincy, Adams County in the westernmost portion of the HSA and is located approximately 93
straight-line miles away from Springfield Memorial Hospital. Of note is that Springfield Memorial Hospital is
only able to utilize 21 IRF beds because of facility limitations, and the majority of those beds (12) are in semi-
private rooms.

HSA 3 residents rely on Memorial Health for the type of acute care services that most often require post-acute
intensive rehabilitation services such as those proposed by Springfield Rehab Institute. Springfield Memorial
Hospital is by far the single largest provider of HSA 3 residents with discharges appropriate for IRF care
(“rehab-appropriate” discharges), caring for 41.2% of residents in CY25 who would likely need IRF services
upon their acute care hospital discharge. Combined, Memorial's five (5) hospitals care for nearly half (45.5%)
of HSA 3 residents’ rehab-appropriate discharges.

As a local community-based organization, Memorial Health and its physicians recognize that there are patients
discharged from HSA 3 general acute care hospitals in need of inpatient rehab services who are not receiving
that care in a timely manner, if at all. Instead, patients are discharged to a less intensive setting such as a
SNF or home with home health care services rather than the more appropriate inpatient rehab setting, or are
foregoing needed rehab care altogether. This gap in care between what's needed and what has been
historically received results in less than optimal care for HSA 3 rehab-appropriate patients, including those who
rely on Memorial for health care services.

As the Health Facilities and Services Review Board is aware, it is important for patients and families to have
accessible and available health care services, such as the proposed inpatient rehab services, close to home.
The ability of the patient’s family to actively participate in the patient's care plan and provide support to the
patient enhances quality of care for patients and prepares the patient for the ultimate goal of returning to his/her
home or community. For elderly family members particularly, the ability to participate in the care without having

to travel significant distances on a daily basis means more participation and involvement in the patient's care.
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The proposed project will ensure that HSA 3 residents have timely access to needed services. Too few beds
in HSA 3 means that patients in need of IRF services who are ultimately admitted to an inpatient rehab program
must remain in the acute care hospitals longer than necessary while waiting for an IRF bed, negatively
impacting both the patient ready for discharge to the inpatient rehab program and patients in need of that
occupied general acute care bed (e.g., patients in the Emergency Department, surgical services, observation,
etc.). Any delay discharging patients in need of IRF care adversely impacts the patient who needs that
physician-prescribed intensive, interdisciplinary rehabilitation and restorative care to recover to their highest
level of functioning. Moreover, delays in discharging patients to an IRF program mean that patients in need of
general acute care beds are also unnecessarily delayed in receiving needed care.

Absent sufficient number of beds in the service area, patients will continue to be discharged to a less intensive
setting such as a skilled nursing facility, remain in the general acute care hospitals unnecessarily long, or
forego needed intensive rehab care altogether. The inability of patients in need of intensive inpatient care to
receive that care negatively impacts all patients, including patients served by Memorial Health hospitals.
Additionally, discharging a patient to a less intensive setting when more intensive sefvices are needed
increases the likelihood of readmission for that patient, which not only results in suboptimal outcomes but also
increases costs to the patient and the health system as a whole.

Mernorial Health has recognized the need for additional beds to meet the needs of HSA 3 residents, thus is
partnering with Encompass Health to develop a freestanding 60-bed inpatient rehab hospital easily accessible
to area residents. The combination of complementary skills and expertise of Memorial Health, an Hlinois,
community-based not-for-profit health system and Encompass, a national leader in inpatient rehab care, will
ensure that service area residents have available and accessible rehab beds when needed.

The proposed 60-bed inpatient rehab hospital will include:

s Al private rooms, including one Individuals of Size (“10S") Room and one Airborne infection Isolation
Room (“AlIR™).

*  Well-equipped therapy gym with specialized equipment and an Activities of Daily Living ("ADL") suite;

» Dedicated and extensive outdoor therapy area;

» Dialysis treatment area for patients to remain on-site when dialysis is needed,

= Dedicated dining room and a separate activities / day room for patients and families; and,

« Sufficiently-sized and appropriately-designed support spaces.
The proposed Rehabilitation Institute of Springfield will be located on approximately 5.8 acres of unimproved
real property located at 4685 Wabash Avenue, Springfield, lllinois, easily accessible to all residents in HSA 3
as well as to Memoarial Health's existing patient population that resides in surrounding areas. The total project
cost to develop the new rehab hospital is $66,263,120. The first patient is expected to be treated on January
1, 2029, with a project completion date estimated as the same.
Memorial Health will discontinue its existing inpatient rehabilitation unit at Springfield Memorial Hospital upon
the opening of the proposed new 60-bed facility. A separate Certificate of Exemption (“COE") for

discontinuation of Springfield Memorial Hospital's inpatient rehab program will be submitted to the HFSRB at
a later date.
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For ease of review, the detailed response is organized as follows:
A. Rehabilitation Institute of Springfield will improve the heaith care of HSA 3 residents.

1 HSA 3 residents depend on Memorial Health for inpatient services.
a) The planning area to be served is the 18-county HSA 3.
b) Memorial Health is the inpatient market share leader for HSA 3 residents.
c) HSA 3residents rely on Springfield Memorial for inpatient rehabilitation services.

2. The proposed project will address a gap in care for HSA 3 residents.
a) Historical utilization demonstrates the gap in care.
b) Nursing home and home health care are not appropriate substitutes for IRF services.

3. Thereis a quantified need for the proposed 60-bed inpatient rehabilitation facility.

4. There are no existing aiternatives to the proposed Rehabilitation Institute of Springfield.
a) Springfield Memorial Hospital's existing in-hospital rehab unit is not an optimal alterative.
by The single other IRF in HSA 3 is too distant from Springfield’s large, aging population to be a
viable alternative.
¢) Distant IRFs located outside HSA 3 are not viable alternatives.

5. Memorial's partnership with Encompass is the optimal solution to meet residents’ needs.
a) Benefits of a local community-based hospital partnering with a national expert.
b) Encompass’ quality outcomes are the result of proven programs, services, and facility design.
c) Encompass has proven success caring for patients in 1llinois.

6. Memorial Health will discontinue offering inpatient rehab services on its Springfield Memorial Hospital
campus.

B. The project will address the lack of available and accessible HSA 3 inpatient rehab beds.

C. Sources used in the analyses.
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A. Rehabilitation Institute of Springfield will improve the health care of HSA 3 residents.

1. HSA 3 residents depend on Memorial Health for inpatient services.

a) The planning area to be served is the 18-county HSA 3.

The proposed project will be located in and primarily serve residents of HSA 3, an 18-county planning area
anchored by Sangamon County and the Springfield metropolitan area. The HSA's large population (nearly
550,000 residents) is aging, with a projected population ages 65+ of 133,198 in 2031, representing nearly one-
quarter (24.7%) of the HSA population — an increase from the current 22.6% of population that is in the
population ages 65+ cohort. Of note is that the projected percentage of HSA 3 residents ages 65+ (24.7%)
is higher than the statewide percentage of elderly population (22.7%) projected for 2031.

Table 1
HSA 3 Population Ages 65 and Over

65+ Pop as a % of
Total Population Pop Ages 65 and Over Total Pop
County 2026 2031 2026 2031 % Change 2026 2031
Adams 63,819 62,861 14,593 15,283 4.7% 22.9% 24.3%
Brown 6,988 7,474 1,000 1,206 20.5% 14.3% 16.1%
Calhoun 4,345 4,302 1,202 1,317 9.5% 27.7% 30.6%
Cass 12,490 12,223 2,556 2,755 7.8% 20.5% 22.5%
Christian 32,495 31,443 7,460 7,845 5.2% 23.0% 24.9%
Greene 11,286 10,853 2,689 2,974 10.6% 23.8% 27.4%
Hancock 16,587 15,863 4,654 4,851 4.2% 28.1% 30.6%
Jersey 21,661 21,891 4,965 5,437 9.5% 22 9% 24.8%
Logan 28,446 28,749 5,753 6,048 5.1% 20.2% 21.0%
Macoupin 43,435 42,356 10,607 11,430 7.8% 24.4% 27.0%
Mason 11,580 10,594 2,874 2,646 -7.9% 24.8% 25.0%
Menard 12,374 12,373 2,898 3,371 16.3% 23.4% 27.2%
Montgomery 28,160 28,144 6,546 7,144 9.1% 23.2% 25.4%
Morgan 32,875 32,884 7,318 7,742 5.8% 22.3% 23.5%
Pike 14,395 14,284 3,373 3,401 0.8% 23.4% 23.8%
Sangamon 193,651 191,895 42 245 46,658 10.4% 21.8% 24.3%
Schuyler 6,475 6,145 1,725 1,818 5.4% 26.6% 29.6%
Scott 4,858 4,762 1,144 1,273 11.2% 23.6% 26.7%
HSA 3 Total 545,919 539,094 123,604 133,198 7.8% 22.6% 24.7%
Stafe of IL 12.779,245 | 12,774,245 | 2,454,946 2,903,283 18.3% 19.2% 22.7%

Sources: lllinois Department of Public Health, Population Projections Released May 2024.
Note: Population projections as of July 1 for the specified years.

Sangamon County, home of the proposed project, is by far the most populated county, with its total and
population ages 65+ each comprising more than one-third (approximately 35%) of the HSA 3 total and
population ages 65+, respectively, now and in 2031.
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The large and growing population ages 65+ is an important consideration in the evaluation of community need
for the proposed project because that age cohort is the primary user of IRF services.

For example, nationally, Medicare Fee-for-Service ("FFS") beneficiaries comprise more than half (51%) of IRF
stays." Nationally, Medicare FFS and Medicare Advantage patients combined (“Medicare”) comprise
approximately 81% of Encompass Health's revenues.?2 Locally, Medicare patients comprise approximately
67% of Encompass Health's patients in its four (4) Winois IRFs combined. Similarly, Medicare patients will
comprise approximately two-thirds (66.7%) of the proposed Springfield Rehab Institute's patients.

b) Memorial Health is the inpatient market share leader for HSA 3 residents.

HSA 3 residents rely on Memorial Health for the type of acute care services that most often require post-acute
intensive rehabilitation services, such as those proposed by Springfield Rehab Institute. As shown below,
Springfield Memorial Hospital is by far the single largest provider of HSA 3 residents with rehab-appropriate
discharges, caring for 41.2% of residents in CY25 who would likely benefit from IRF services upon their acute
care hospital discharge. Combined, Memorial's five (5) hospitals care for nearly half (45.5%) of HSA 3
residents' rehab-appropriate discharges.

Table 2
HSA 3 Residents Rely on Memorial Health for Inpatient Care
HSA 3 Residents’ Rehab-Appropriate Discharges, CY25

Hospital Discharges % of Total
MH SPRINGFIELD MEMORIAL 6,051 41.2%
HSHS ST JOHNS 3,980 27.1%
BLESSING HOSPITAL 2,590 17.6%
ALTON MEMORIAL HOSPITAL 265 1.8%
MH JACKSONVILLE MEMORIAL 299 2.0%
MH DECATUR MEMORIAL 219 1.5%
OSF ST FRANCIS 145 1.0%
JERSEY COMMUNITY HOSPITAL 144 1.0%
HSHS ST FRANCIS LITCHFIELD 136 0.9%
OSF ST ANTHONYS ALTON 118 0.8%
ILLINI COMMUNITY HOSPITAL PITTSFIELD 118 0.8%
MH TAYLORVILLE MEMORIAL 53 0.4%
MH LINCOLN MEMORIAL 51 0.3%
All Others 508 3.5%
Total 14,677 100.0%
Memorial Health Hospitals 6,673 45.5%
Source: lllinois Hospital Association, COMPdata Informatics Inpatient Discharge Database.

! Source: Report to the Congress: Medicare Payment Policy, Medicare Payment Advisory
Commission (MedPAC), March 2026.

2 Source: Encompass Health Investor Reference Book, Published June 25, 2025; available at
https:/linvestor.encompasshealth.com/overview/default. aspx.
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s on Memorial hospitals for their healthcare service I1s due to many factors,

including for example quality of care, relationships with physicians, and array of services offered. The location
of Memorial Health hospitals is also an important consideration in terms of Memorial's accessibility and
availability to its community members. The following map shows Memorial Health's hospital locations across

HSA 3, which is highlighted in blue for ease of reference.

The reliance of HSA 3 resident

Figure 1
Memorial Health Hospital Locations in HSA 3
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In total, Memorial Health hospitals have 855 licensed inpatient beds and a comprehensive array of healthcare
services. Thus, it is no surprise that HSA 3 residents rely on Memorial Health for their inpatient healthcare
needs, including for services for which patients oftentimes would benefit from post-acute inpatient rehabilitation
care.

» Springfield Memorial Hospital (Springfield, Sangamon County): A 500-bed, Level | Trauma Center
and teaching hospital affiliated with SIU School of Medicine since 1970. Designated by The Joint
Commission as a Comprehensive Stroke Center, the hospital houses Memorial Heart and Vascular
Services, Memorial Rehab Services (CARF-accredited inpatient rehab), a Regional Cancer Center, a
Regional Burn Center, Orthopedic Services, Memorial Behavioral Services, and Memorial Transplant
Services. The hospital has earned four consecutive Magnet® designations for nursing excellence, and
its Echocardiography and Vascular labs are Intersocietal Accreditation Commission accredited. U.S
News rates SMH high performing in spinal fusion, hip and knee replacement, and gynecological cancer
surgery.

» Decatur Memorial Hospital (Decatur, Macon County, HSA 4): A 280-bed, Level il Trauma Center
affiliated with Memorial Heaith System since a 2019 merger. It has more than 2,300 employees and
roughly 300 physicians on staff.

= Jacksonville Memorial Hospital (Jacksonville, Morgan County): A 25-bed critical access hospital
{formerly Passavant Area Hospital), primarily serving Morgan, Cass, Scott, Greene, and Brown
counties since 1875. A twice-designated Magnet hospital, Jacksonville Memorial Hospital offers
outpatient services including rehabilitation therapy and behavioral health, and is the largest employer
in Jacksonville with roughly 900 employees and a 70-physician medical staff.

» Taylorville Memorial Hospital (Taylorville, Christian County): A 25-bed critical access hospital
serving Taylorville and Christian County since 1906. It offers a Swing Bed program (round-the-clock
step-down/skilled nursing care) and outpatient nursing services such as wound care, IV therapies, and
immunizations.

= Lincoln Memorial Hospital {Lincoln, Logan County): A 25-bed critical access hospital (formerly
Abraham Lincoln Memorial Hospital), built in 2011 and serving Logan and eastern Mason counties.
The hospital offers inpatient, outpatient, home health, hospice, behavioral health, and primary care
services, and has earned recognitions including CHIME's "Most Wired" Level 7 certification and back-
to-back ANCC Pathway to Excellence® designations.

As the flagship hospital within Memarial's system, Springfield Memorial provides comprehensive, tertiary-level
services for patients who oftentimes need and would benefit from intensive inpatient post-acute care
rehabilitation services such as those proposed by the Springfield Rehab Institute. As shown below, Springfield
Memorial's rehab-appropriate patients reside throughout the HSA (highlighted for ease of review), with the
majority of the patients coming from the most populated and proximate counties to its hospital.
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Table 3
Springfield Memorial Hospital
Rehab-Appropriate Discharges, CY25

| County (HSA 3 highlighted) Discharges % of Total
Sangamon 3,569 52.7%
Morgan 496 7.3%
Macon 446 6.6%
Christian 428 6.3%
Logan 339 5.0%
Menard g 279 4.1%
Macoupin 23 3.4%

| Cass 166 2.4%
Montgomery | 163 24%
Mason 110 1.6%
Greene 79 1.2%
Scott 70 1.0%
Shelby 56 0.8%

| McDonough 40 0.6%
Adams 37 0.5%
Pike 36 0.5%
Moultrie 26 0.4%
DeWitt 23 0.3%
Schuyler 23 0.3%
McLean 19 0.3%
Fulton 17 0.3%
Brown 14 0.2%
Madison 13 0.2%
Champaign 11 0.2%
Peoria 11 0.2%
Hancock 10 0.1%
All Other Counties 66 1.0%
Total 6,778 100.0%
HSA 3 Counties 6,051 89.3%
Source: lllinois Hospital Association, COMPdata Informatics Inpatient Discharge
Database.
Notes: SMH HSA 3 discharges include one patient from Calhoun County not
shown above. Discharges exclude expired patients and patients discharged to
hospice, long-term care, custodial care, psychiatric services, and swing beds.
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The proposed Rehab Institute expects to similarly serve patients from throughout HSA 3, but with the majority
of those patients coming from the more populated and proximate counties to Springfield, e.g., Sangamon,
Morgan, Christian, and Logan. Notably, those same counties are home to Memorial Health hospitals.

¢) HSA 3 residents rely on Springfield Memorial for inpatient rehabilitation services.

Springfield Memorial Hospital has an existing IRF thatcares for patients from throughout HSA 3, demonstrating
the reliance that patients in HSA 3 have on the hospital for acute care and post-acute care services. For
example, in CY2025, approximately 78% of SMH's IRF patients were from HSA 3 counties, with residents of
the contiguous Macon County comprising an additional 16% of the hospital's inpatient rehabilitation patients.

The importance of SMH's IRF to the planning region's patients and families is further demonstrated by the
unit's YTD26 average daily census {ADC) of 15.3 patients, which is a YTD occupancy of 73.1% of operational
beds. As shown below, despite SMH's IRF being comprised primarily of semi-private beds, the hospital unit
has consistently been well-utilized, reaching maximum capacity each year since 2023.

Table 4
Springfield Memorial Hospital
Comprehensive Physical Rehabilitation Utilization

Utilization CY23 | Cy24 | CY25| YTD26
Beds Set up & Staffed 21 21 21 21
Inpatient Days 6,081 6,153 | 5,417 2,778
Admissions 459 439 401 198
ALOS 13.2 14.0 13.5 14.0
ADC 16.7 16.8 14.8 15.3
Occupancy 79.3% | 80.1% | 70.7% 73.1%
Peak Daily Census 21 21 21 21
Source: 2023-2025 Annual Hospital Questionnaires and internal YTD26 data
(through June).

Note: CY24 ADC and occupancy are based on 366 days because 2024 was
a Leap Year.

As noted previously, Springfield Memorial Hospital is only able to utilize 21 of its 30 licensed IRF beds because
of facility limitations. Of the 21 operational beds, 12 are in semi-private rooms, with the remaining nine (9)
beds in private rooms. None of the patient rooms have a bath or shower; only a toilet and sink are in the
rooms. Moreover, all rooms, particularly the semi-private rooms, are undersized. As one would expect,
patients' family members cannot stay overnight in any of the semi-private rooms if both beds are occupied.

Moreover, because of facility limitations, the IRF's gym is located on a different floor than patient rooms, which
is less than optimal for transport of patients and staff efficiencies. Beyond its location on a different floor, the
gym’s design is negatively impacted by SMH's structural limitations. For example, the ceiling of the gym has
structural limitations, so that it is not strong enough to support an overhead track, which would benefit patients
and staff by providing assistance to patients relearning to walk.
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Because of SMH's semi-private rooms, SMH must consider the patient's gender, age, medical condition and/or
complexity, care intensity and/or equipment needs, infection control status, and visitor patterns before
admission. Thus, there are inherent limitations and delays in admissions for a unit such as SMH’s that has a
refatively high number and percentage of semi-private rooms.

Delayed admissions negatively impact patients in need of the prescribed intensive inpatient therapy.
Unfortunately, the percentage of patients delayed admission at SMH's IRF is material and increasing, with
approximately 10% of IRF admissions delayed in FY25 increasing to approximately 12% this year to-date
(FYTD26). The increasing delayed admissions demonstrates that there are too few IRF beds available in HSA
3 to timely admit patients in need of intensive inpatient rehabilitation care.

Notably, despite SMH IRF's facility limitations and admission delays, the hospital provides high quality IRF
services, as demonstrated by the following quality metrics from the Centers for Medicare & Medicaid Services
(CMS) Care Compare® website.

Table 5
Springfield Memorial Hospital's IRF Provides High Quality Care
Springfield National

Memorial Hospital Average
Successful return to home or community (higher is better) 73.25% 67.29%
Rate of potentially preventable hospital readmissions 30 days
after discharge from an IRF (lower is betfter) 7.98% 9.21%
Rate of potentially preventable hospital readmissions during the
IRF stay (lower is better) 3.82% 4.74%
Source: Medicare.gov Care Compare website. Data shown for 10/01/2022 — 09/30/2024, the most recent data
available as of August 19, 2026. htlgs:llwww.medicare.gov!careacomgareldetaiIslingatient-
rehabilitations 14T 1482city=Springfield&state=IL&zipcode=

The proposed JV partnership with Encompass will ensure that HSA 3 patients continue to receive high quality
IRF services in Springfield, and can do s0 in a timely manner because the new 60-bed facility will have a
sufficient number of beds, all of which will be private rooms with private baths adequately sized for patients
and families.

3 Source: Medicare.gov Care Compare website as of August 19, 2026. https://www.medicare.gov/care-
compare/details/inpatient-rehabilitation/ 14T 148%itv=Springfield&state=1L&zipcode=
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2. The proposed project will address a gap in care for HSA 3 residents.

a) Historical utilization demonstrates the gap in care,

The inability of patients to access needed IRF services in a timely manner, if at all, is demonstrated not only
by the delays facing patients admitted to SMH’s IRF, but also by the abysmally low utilization rates of inpatient
rehab services for HSA 3 residents, which illustrates that too few beds are available for patients in need.

As shown in the following table, HSA 3 residents are utilizing IRF services at significantly lower rates than
lilinois and the nation. For example, Sangamon County's Medicare residents’ rate of inpatient rehab discharge

is approximately one-third (36%]) of

residents divided by 11.8 discharges statewide). Of note is that man
IRF discharges to report, as reflected by zero (0) discharges per 1,000 Medicare FFS beneficiaries.

the statewide rehab discharge rate (4.3 discharges for Sangamon County
y counties did not have enough residents’

IRF Discharges per 1,000 M-::I?::zfe FFS Beneficiaries by Year

2024 County

Rate as % of
HSA 3 Counties 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 State Rate
Adams 125| 135 136 116| 116 | 120 101 | 130 132 97| 123 104%
Brown 0.0 0.0 0.0 00| 189 0.0 0.0 0.0 0.0 0.0 0.0 --
Calhoun 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 --
Cass 0.0 0.0 0.0 6.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -
Christian 5.1 53 4.8 5.0 3.9 6.3 4.7 30 4.5 30 0.0 -
Greene 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 --
Hancock 4.5 6.3 57 50 7.3 49 6.2 51 6.4 6.8 6.6 56%
Jersey 43 53 7.4 57 49 53 6.3 4.9 7.5 68| 107 90%
Logan 49 4.5 2.9 36 49 32 3.9 54 0.0 0.0 37 32%
Macoupin 56 46 6.3 4.1 54 4.0 46 58 6.8 8.0 8.5 72%
Mason 0.0 0.0 0.0 6.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 --
Menard 0.0 0.0 7.0 0.0 0.0 0.0 00| 11.2 0.0 0.0 0.0 -
Montgomery 2.4 2.9 2.5 29 0.0 3.1 0.0 26 0.0 2.6 4.0 34%
Morgan 27 37 3.0 46 5.1 47 41 29 0.0 27 42 35%
Pike 7.8 6.8 8.4 48| 123 63| 11.0 7.8 9.4 6.4 9.7 82%
Sangamon 51 5.6 5.1 58 53 5.1 55 5.6 5.0 4.4 4.3 36%
Schuyler 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -
Scott 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 --
Statewide Avg 18| 11.7| 113! 109 | 108 | 107 9.5 97| 100 11.2| 11.8 NI/A
National 109 110 108 | 110 113 | 115 105 | 111 | 11.9]| 134 | 147 N/A

Source: CMS Geographic Variation Public Use File.

Note: CMS suppresses values when total users are less than 11; thus, the counties where no |IRF discharges are shown are less than 11
discharges for all Medicare FFS beneficiaries in that county, if any at all.

Page 88

ATTACHMENT 12

PAGE 11 OF 74




Purpose of the Project
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 12
Purpose of the Project

The significant disparity between HSA 3 counties’ inpatient rehab discharge rates and the state as a whole (as
well as the nation) demonstrates a gap in care for HSA 3 patients in need of intensive inpatient rehab care.
This gap in care is consistent with SMH’s experience in patients’ admissions being delayed, if at all, because
they have too few available IRF beds.

As shown in the table above, the gap in care is not a new phenomenon for service area residents. Rather, the
gap in care is long-term and increasing, as demonstrated for example, by the increasing gap in IRF utilization
for Sangamon County residents which has increased from 43.2% of the statewide average (5.1 + 11.8) and
46.7% of the national average (5.1 + 10.9) in 2014, respectively, to 36.4% of the statewide average (4.3 +
11.8) and 29.3% of the national average (4.3 = 14.7), respectively. Absent approval of additional IRF beds,
the historical gap between Sangamon County’s IRF utilization rates and state and national rates will only
increase (worsen) as the county and surrounding area’s population ages.

Given that there are too few IRF beds available to the HSA 3 population, the question then becomes “Where
are patients getting post-acute rehabilitation services, if they receive that care at all?”. As shown below, HSA
3 Medicare FFS beneficiaries are utilizing SNF services at proportionately higher rates than residents in lllinois
overall and when compared to the national average. Please note that the data is provided only for the counties
in which there are sufficient numbers of IRF discharges for CMS to publish the data.

Table 7
SNF Discharges per 1,000 Medicare FFS
Beneficiaries, 2024

Ratio:
HSA 3 Counties 2024 SNF to IRF
Adams 64.0 5.20
Hancock 63.3 9.55
Jersey 54.7 513
Logan 65.4 17.80
Macoupin 55.9 6.55
Montgomery 64.4 16.06
Morgan 56.1 13.50
Pike 55.4 571
Sangamon 55.7 13.07
Statewide Avg 58.4 4.94
National 50.7 3.46

Source: CMS Geographic Variation Public Use File.

Notes: CMS suppresses values when total users are less than 11,
thus, the counties where no IRF discharges are shown are less
than 11 discharges for all Medicare FFS beneficiaries in that
county, if any at all. Ratios may not calculate exactly as shown due
to rounding.
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As demonstrated above, Sangamon County residents’ ratio of SNF to IRF usage (13.07) is significantly higher
than Adams County residents using of SNF to IRF (5.20), which is more closely aligned with the statewide
ratio of 4.94 SNF to IRF utilization for Medicare FFS patients. The distinct differences between accessibility
to IRF services for residents in Sangamon County and residents in Adams County is noteworthy because both
of those counties are the home counties of IRF providers.

As shown below, Adams County residents, home of Blessing Hospital's 18-bed IRF, have significantly greater
access and utilization of IRF services than residents in Sangamon County, as reflected by Medicare FFS
beneficiaries’ discharge rates.* The annual IRF utilization numbers for the two HSA 3 counties that are home
to the two HSA 3 IRF providers are shown on the graph.

Figure 2

IRF Discharges per 1,000 Medicare FFS Beneficiaries

16

14

12

10

IRF Utilization Rates, 2014-2024
Sangamon and Adams Counties Compared to Illinois and National

I NationalAvg

5.6 3.8 . 54 5.6
5T 371 o 51 5.0

4.4 4.3

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

—8—Sangamon County =¢—Adams County —#—Illinois —#~National

Source: CMS Geographic Variation Public Use File.

4 As noted previously, Medicare FFS beneficiaries are the largest users of IRF services, thus is an appropriate indicator of
need for the proposed service. Moreover, Medicare FFS data is publicly -available at the county level by post-acute care
setting, thus can be compared across setting, years, and geographic areas.
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As demonstrated above, there is a gap in care between Sangamon County residents IRF utilization and Adams
County, lllinois, and the Nation. The 60-bed Rehab Institute is being proposed to address this gap in care so
that residents in and around Sangamon County have available and accessible IRF beds when needed.

b) Nursing home and home health care are not appropriate substitutes for IRF services.

The lack of available and accessible IRF beds in the HSA means patients are oftentimes forced to choose less
intensive (and therefore less optimal) post-acute care services such as a SNF or home health services in lieu
of inpatient rehab when intensive inpatient rehab care is needed. The distinct differences between SNF and
home health post-acute care services and the proposed, more intensive IRF services follow. As documented,
these post-acute care services are not appropriate substitutes for the proposed IRF services to be provided at
Rehabilitation Institute of Springfield.

The differences between comprehensive inpatient rehab services in an IRF and therapies offered in a SNF are
illustrated below. As shown, two significant differences are the much higher number of therapy hours per day
that a patient receives in the IRF setting compared to a SNF and the involvement and direction of a physician
leading the multidisciplinary team. The national data demonstrate that IRFs have a much higher rate of patients
discharged to the community than SNFs, with IRFs returning approximately 68% of their patients to the
community and SNFs returning approximately 52%. Patients who receive care at an Encompass Health facility
are even more likely to be discharged back to their community, with Encompass discharging approximately
70% of its Medicare FFS patients to their home or community.

Figure 3
Inpatient Rehabtlitation Hospital Nursing Home

Required by Medicare & ﬁ-!ﬁ_
Minimum Stay at the Acute None 3 days
Physician Visits Min. 3 times per week Min. ~1x/month or every 30 days

Min. 3 hours per day,
Rehabilitation Program 5 days a week or Not required

15 hours over 7 days
R el o e
MD or DO Rehabilitation Director Required Not required
RN Oversight and Availability 24 hours per day Min, B consecutive hours per day
Nursing Training and Expertise Rehabilitation Specialty Expertise None
a:;:':t';';;‘f,""‘m"““" 67.5% S1.5%

Encompass Health 70.3%

Sources & Notes: CMS regulations; Encompass Health CY25 data; and Report to the Congress: Medicare Payment Policy
(MedPAC), March 2026. Inpatient Rehabilitation Hospital and SNF discharges to community (industry avg.) based on most
recent CMS data available, reflecting the national median risk-standardized rates of successful discharge to the community
for FY23 and FY24 combined. Data exclude readmissions within 30 days. Encompass Health's discharge data (calculated
from CMS data and also excluding readmissions within 30 days) reflects CY25 data.
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That same 2026 MedPAC report found that 10.7% of Medicare SNF patients experienced potentially avoidable
re-hospitalizations during their patient stay compared with 9.2% of Medicare IRF patients.®

The differences between the comprehensive IRF setting and the nursing home setting is also documented by
a 2014 study which found that “when patients are matched on demographic and clinical characteristics,
rehabilitation in IRFs leads to lower mortality, fewer readmissions and ER visits, and more days at home (not
in a hospital, IRF, SNF or LTCH) than rehabilitation in SNFs for the same condition. This suggests that the
care delivered is not the same between IRFs and SNFs. Therefore, different post-acute care settings
affect patient outcomes."® [Emphasis added.] Although SNFs play an important role in post-acute care, less
intensive SNF rehabilitation services are not an appropriate substitute for the more comprehensive, intensive
inpatient rehabilitation care provided in an IRF when such intensive inpatient rehabilitation care is needed.

A number of other highly-regarded studies have also demonstrated that not only do a variety of patients receive
significant benefit from intensive medical rehabilitation services after a general acute care stay, but that
comparatively intensive medical rehabilitation services provided in a comprehensive IRF are superior to the
care provided in other post-acute care settings.

The American Heart Association/American Stroke Association’s 2016 Guideline for Adult Stroke Rehabilitation
and Recovery makes it clear that patients who have suffered from a stroke have the best chance to achieve
their full potential if they receive sustained and coordinated rehabilitation care. Notably, the research also
recognizes that though inpatient rehabilitation services may in the short term be more costly than other post-
acute services, the positive clinical resuits of IRF services such as reduced downstream medical morbidity and
additional costs associated therewith must be considered. These guidelines have been endorsed by the
American Academy of Physical Medicine and Rehabilitation and the American Society of Neurorehabilitation,
Excerpts from the study follow.

“Results: Stroke rehabilitation requires a sustained and coordinated effort from a large team,
including the patient and his or her goals, family and friends, other caregivers (eg, personal care
attendants), physicians, nurses, physical and occupational therapists, speech-language
pathologists, recreation therapists, psychologists, nutritionists, social workers, and others.
Communication and coordination among these team members are paramount in maximizing the
effectiveness and efficiency of rehabilitation and underlie this entire guideline. Without
communication and coordination, isolated efforts to rehabilitate the stroke survivor are unlikely
to achieve their full petential.

Conclusions: As systems of care evolve in response to healthcare reform efforts, post acute
care and rehabilitation are often considered a costly area of care to be trimmed but without
recognition of their clinical impact and ability to reduce the risk of downstream medical morbidity
resulting from immobility, depression, loss of autonomy, and reduced functional independence.
The provision of comprehensive rehabilitation programs with adequate resources, dose, and
duration is an essential aspect of stroke care and should be a priority in these redesign efforts.”
(Stroke. 2016,47:¢98-e169. DOI: 10.1161/STR.0000000000000098.)

5 See MedPAC March 2026 Report to Congress, available at hifpsfwww.medpac.gov/documentimarch-2026-repor-io-
the-congress-medicare-payment-policy/.

& Source: Joan E. DaVanzo, Ph.D., M.SW., Al Dobson, Ph.D., Audrey El-Gamil, Justin W. Li, and Nikolay Manolov, Ph.D ;
Assessment of Patient Qutcomes of Rehabilitative Care Provided in Inpatient Rehabilitation Facilities and After Discharge;
2014.
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Specific to Encompass, the importance of caring for stroke patients (among other patient types as well) is
illustrated by Encompass’ national partnership with the American Heart Association/American Stroke
Association to increase patient independence after a stroke and reduce stroke mortality through community
outreach and information campaigns. Encompass entered into this multi-year project to accelerate adoption of
the AHA/ASA Stroke Rehabilitation Guidelines, increase patient awareness of post-stroke options, and provide
practical support to patients and their families to improve recovery outcomes.

The benefits of rehabilitative care following injury was the focus of research by the University of Washington
in conjunction with the State of Washington’s Department of Health. The research, titled “Acute Rehabilitation
after Trauma: Does it Really Matter?”, demonstrated improved functional outcomes of injured patients following
admission at designated trauma rehabilitation services in Washington as well as the positive impact inpatient
rehabilitation services have on improving functional outcomes and limiting disabilities for trauma patients. The
relevance of this research is that Encompass provides a wide array of services to patients, including those who
have experienced severe trauma. Encompass’ wide array of services to patients in need of intensive inpatient
rehab is distinctly different than SNFs (and home health) providers. Excerpts from the study foliow.

“Trauma is the most common cause of significant functional impairment, disability, and mortality
worldwide. According to the CDC, the annual work-lost cost in the United States for injured
patients who survive to hospital discharge is an astonishing $150 billion. These injured patients
are typically motivated and productive members of society who almost universally desire
recovery of functional independence and return to community living and work. Helping them
regain their functional independence has the potential to improve their quality of life
considerably, and also decrease the socioeconomic impact of their injuries. The care of these
injured patients does not end on discharge from the acute care hospital, and many of these
patients require ongoing rehabilitation after discharge. This rehabilitation can occur in one of
several settings, including an inpatient rehabilitation facility (IRF), skilled nursing facility (SNF),
or in the outpatient setting.

Our data would suggest that post-discharge care at an IRF rather than a SNF has the potential
to profoundly improve functional outcomes for acutely injured patients.

Conclusions: Acute trauma patients should be recognized as an underserved population that
would benefit considerably from inpatient rehabilitation services after discharge from the
hospital.” {J Am Coll Surg 2016;223:755e763.© 2016 by the American College of Surgeons.
Published by Elsevier Inc. All rights reserved.)

An additional study, published on the Journal of the American Medical Association {(*JAMA") Network Open,
compared functional status improvements of stroke patients receiving post-acute care at IRFs (or IRFs) to
SNFs. The findings were similar to the previously-cited AHA/ASA Guidelines: inpatient rehabilitation in IRFs
for patients with stroke was associated with substantially improved physical mobility and self-care function
compared with rehabilitation in SNFs. Excerpts from the study follow.

“OBJECTIVE: To compare functional outcomes in patients with stroke after postacute care in
inpatient rehabilitation facilities (IRF) vs skilled nursing facilities (SNF).

Findings: This cohort study included 99,185 patients who received postacute care in inpatient
rehabilitation or skilled nursing facilities after a stroke. Care in an inpatient rehabilitation facility
was associated with greater improvement in mobility and self-care compared with care in a
skilled nursing facility, and a significant difference in functional improvement remained after
accounting for patient, clinical, and facility characteristics at admission.” (JAMA Network Open.
2019;2(12):e1916646. doi: 10.1001/jamanetworkopen.2019.16646.)
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The consistent findings in the above referenced research are that patients receiving post-acute care in a IRF
setting while recovering from an acute injury or stroke display higher levels of functionality and reduced
disabilities than patients receiving services in other post-acute care environments, including SNFs.

While SNFs most definitely have an important role as a post-acute care provider, the inappropriate substitution
of less intensive SNF rehab services for the more comprehensive, intensive inpatient rehab care provided in a
IRF when intensive inpatient rehab care is needed and a patient can participate in and benefit from same, is
not one of them.

Home Health Care is Not a Substitute for IRF Services

The very nature of IRF services compared to SNF is a primary reason for the different outcomes, i.e., the more
intensive and specialized care the patient receives, the higher the likelihood the patient will recover more
functionality, all things being equal. Thus, when comparing IRF to home health care and the complete absence
of intensive therapy three hours per day (at least five days per week) and lack of specialized equipment (such
as an overhead track system to help the patient recover his/her gait and balance white on a treadmill or
specially-designed piatforms; virtual reality augmented sEMG biofeedback technology that enables patients to
relearn how to swallow; or a robot that assists in improving motor control and motor skills of a patient's arms
and hands following a stroke or injury), it is clear that patients undergoing intensive inpatient rehabilitation
therapy wil! regain more function and independence than comparable patients receiving intermittent, less
intensive therapy at home without specialized equipment and staff.
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3. There is a quantified need for the proposed 60-bed inpatient rehabilitation facili

The following analysis quantifies the number of HSA 3 patients who should have received rehab services but
were unable to receive that optimal level of care, regardless of the reason.

First, the number of relevant or rehab-appropriate discharges for HSA 3 residents was determined. For the
most recent 12-month period (CY2025), HSA 3 residents had a total 14,677 rehab-appropriate discharges from
any hospital, regardless of hospital location (i.e., includes hospitals outside of HSA 3). The number of HSA 3
rehab-appropriate discharges for 2031 was projected using the historical actual growth of rehab-appropriate
discharges for the most recent three full calendar years (2023 — 2025). As shown below, the projected 2031
HSA 3 rehab-appropriate discharges is 20,585.

Next, the expected discharge rate to inpatient rehab was applied to the projected HSA 3 CY2031 rehab-
appropriate discharges to determine the HSA 3 patients who needed, and thus would benefit from, inpatient
rehab services. This 8% target rate is based on Encompass’ experience in the Central US market, which is a
reasonable basis to project patients in need of inpatient rehab services. Moreover, this same 8% target
discharge rate was used in two prior Encompass CON applications approved by this Board: The Rehabilitation
Institute of Southern lllinois, LLC Project No. 19-021 (HSA 11) and The Quad Cities Rehabiiitation Institute,
LLC Project No. 19-059 (HSA 10). A third Encompass application was approved using an 8.3% target
discharge rate: Encompass Health Rehabilitation Hospital of Libertyville, LLC Project No. 19-036 (HSA 8).
Thus, the 8% target discharge rate is reasonable, with the same or a slightly higher target discharge rate
accepted in prior applications.

Of note is that the following bed need methodology is the same methodology that was used in all three
approved Encompass applications for new freestanding IRFs.

Because Memorial Health and other HSA 3 hospitals care for patients residing outside HSA 3, an in-migration
factor of 10% was used to determine total patients in need of rehab services. This in-migration rate reflects
the in-migration of rehab-appropriate discharges at the three HSA 3 hospitals with the highest rehab-
appropriate discharges in CY25, i.e., Springfield Memorial, HSHS St. John's and Blessing Hospital. (See Table
2 above.)

As shown in the following table, there is a projected need for 34 additional inpatient rehab beds to be located
in and serve the residents in HSA 3. The proposed project will be comprised of 60 beds, 30 new, additional
beds in the HSA and 30 beds contributed by Memorial Health. Thus, there is a projected need for more beds
than the Applicants propose to add to HSA 3.

Calculations follow.

ATTACHMENT 12

L S — ===Page 85| F===—s ~ PAGE180F 74






Purpose of the Project
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 12
Purpose of the Project

Table 8
Projected Rehab Bed Need
Based on HSA 3 Discharges from All Hospitals & In-Migration to HSA 3, CY2031

Calculations 2031 Need
HSA 3 Residents’ Rehab-Appropriate Discharges 20,585
Muiltiplied by Expected (or Target) Discharge Rate to Inpatient Rehab 8.0%
Equals Estimated HSA 3 Residents Discharged from Acute Care in Need of Rehab Bed 1,647
Muitiplied by In-migration Factor (based on 3 largest HSA 3 hospitals’ in-migration) 10.0%
Equals Estimated In-migration Discharges 165
Totat Estimated HSA 3 Discharges in Need of Rehab Bed 1,811
Muitiplied by CY2025 lllinois Statewide Rehab Average Length of Stay 14.0
Equals Projected Rehab Patient Days in Need of Rehab Bed 25,360
Divided by Calendar Days 365
Equals Inpatient Rehab Bed Need @ 100% Occupancy 69.5
Divided by Target Occupancy Factor 85.0%
Equals Gross Bed Need @ 85% Target Occupancy 82
Minus Existing Licensed Rehab Beds in HSA 3 (including SMH's 30 licensed beds) 48
Equals Net Bed Need, HSA 3 34

Sources: llinois Hospital Association, COMPdata Informatics Inpatient Discharge Database, CY2023-CY2025; and HFSRB 2025

lllinois Statewide Hospital Summary.
Notes: numbers may not calculate exactly as shown due to rounding.

The existing beds include 30 licensed beds at Springfield Memorial Hospital and 18 licensed beds at Blessing Hospital. SMH will

delicense its 30 beds upon opening of the proposed new facility.

Clearly, the proposed project is needed to meet the inpatient rehab needs of HSA 3 residents and the greater
Springfield area’s residents who depend on Memorial Health hospitals for their heaithcare needs. As

discussed above, the analysis is based on the following assumptions:

= Rehab-appropriate discharges exclude expired patients and patients discharged to hospice, long-term

care, custodial care, psychiatric services, and swing beds.

» The 8% target rehab discharge rate for HSA 3 patients is based on Encompass' experience in the U.S.
Central Region, a multistate area including Illinois and five other states, and the approved three (3) CON

applications to establish new freestanding hospitals in HSAs 8, 10, and 11.

« The majority of discharges (approximately 90%) driving the need for the new facility are from the HSA 3
service area, with an additional approximate 10% expected to be for residents in-migrating to the

proposed inpatient rehabilitation hospital for care.

The forecasted utilization of the new 60-bed hospital further supports the need for the project, as demonstrated

on the following page.
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Rehabilitation Institute ofTSa::;gfield Projected Utilization
Indicator Year 1 Year 2
Discharges 935 1,347
Patient Days 11,610 16,718
Average Daily Census 31.8 458
Occupancy 53.0% 76.3%

Rehabilitation Institute of Springfield recognizes that the documented gap in care and its quantified need for
additional beds in HSA 3 differs from the Board's numeric need projection, shown below for ease of review.
The difference is primarily due to the Applicants’ use of a target utilization (discharge rate) of rehab-appropriate
patients in need of IRF services compared to the HFSRB's use of historical utilization as an indicator of future
need. In short, the Applicants focus on and attempt to quantify the gap in care between need and historical
utilization of IRF services while the Board's methodology equates historical utilization with future need.

Figure 4
STATE SUMMARY
REVISED BED NEED DETERMINATIONS
05/03172026
REHABILITATION BEDS
REHAB APPROVED  CALCULATED ADDITIONAL  EXCESS
SERVICE EXISTING BED BEDS REHAB
AREA BEDS NEED NEEDED BEDS

HSA 1 &5 65 o 0

HSA 2 64 40 0 24

HSA 3 48 35 0 13

HSA 4 60 52 a 8

HSA 5 40 32 0 8

HSA 6 563 410 0 153

HSA 7 476 395 0 81

HSA 8 145 88 0 57

HSA 9 % 97 0 2

HSA 10 40 15 0 25

HSA 11 84 33 0 51
ILLINOIS TOTAL 1,684 1,262 0 422

Source: IDPH Monthly Hospital Inventory Update, May 2026, HFSRB,
Department of Public Health.
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4. There are no existing alternatives to the proposed Rehabilitation Institute of Springfield.

a) Springfield Memorial Hospital's existing in-hospital rehab unit is not an optimal
alternative.

As mentioned previously, Springfield Memorial Hospital operates fewer inpatient rehab beds (21) than for
which it is licensed (30), which negatively impacts HSA 3 residents’ accessibility to needed inpatient rehab
services. Of the 21 operational beds, 12 are in semi-private rooms, with the remaining nine (9) beds in private
rooms. None of the patient rooms have a bath or shower; only a toilet and sink are in the rooms. All patient
rooms, particularly the semi-private rooms, are undersized. As one would expect, patients’ family members
cannot stay overnight in any of the semi-private rooms if both beds are occupied.

The unit is located on the third floor of the main hospital tower in space originally designed and constructed for
general medical/surgical patients. Moreover, the hospital itself was designed and constructed in the late 1960's
so is nearly 60 years old. The use of renovated, outdated space to house specialty inpatient rehab services
contrasts significantly with the proposed construction of a new state-of-the-art freestanding rehab hospital
designed and built solely to care for patients in need of inpatient rehab services.

Because of facility limitations, the IRF's gym is located on a different floor than patient rooms, which is less
than optimal for transport of patients and staff efficiencies. Beyond its location of a different floor, the gym's
design is negatively impacted by SMH's structural limitations. For example, the ceiling of the gym has structural
limitations that do not allow for an overhead track to be installed, which would benefit patients and staff by
providing assistance to patients relearning to walk.

Beyond the facility limitations mentioned above, the facility's age and original design for general
medical/surgical services has resulted in the following space constraints for the rehab unit:

= Overall Space Limitations: The therapy gym, patient dining area, and support space are located in
former patient rooms and staff offices that have been redesigned to meet the unit's needs, limiting the
amount of space available for any of these important components. Lack of available space also limits
the variety of patient therapy equipment that can be utilized on the unit as well as the development of
a full Activities of Daily Living ("ADL") suite.

= Lack of Sufficiently-Sized and Designed Amenities: As noted above, the main hospital tower in
which the inpatient rehab unit is located was originally built in the late 1960’s, therefore lacks many of
the infrastructure upgrades found in newer facilities such as expanded electrical and technology
networking capacity to meet the demands of patients and visitors. Also, community space, and family
conference space, and waiting areas for family members are all limited within the confines of the former
medical/surgical acute care floor.

Because of SMH's semi-private rooms, SMH must consider the patient's gender, age, medical condition and/or
complexity, care intensity and/or equipment needs, infection control status, and visitor patterns before
admission. Thus, there are inherent limitations and delays in admissions for a unit such as SMH'’s that has a
relatively high number and percentage of semi-private rooms.

Delayed admissions negatively impact patients in need of the prescribed intensive inpatient therapy.
Unfortunately, the percentage of patients delayed admission at SMH's IRF is material and increasing, with
approximately 10% of IRF admissions delayed in FY25 increasing to approximately 12% this year to-date
(FYTD26). The increasing delayed admissions demonstrates that there are too few IRF beds available in HSA
3 to timely admit patients in need of intensive inpatient rehabilitation care.
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The proposed project will remedy the facility limitations: Encompass’ proven facility design and programs
and services will resoive all of the above issues. Moreover, Encompass will bring to the local community its
proven community education and training programs which includes peer-te-peer education for physicians, case
managers, and nurses to ensure that healthcare professionals can appropriate identify patients in need of
inpatient rehab care.

In addition to adding capacity for inpatient rehabilitation services in the IRF setting, the proposed project will
provide that capacity in private rooms. Select research documenting the benefits of private rooms to patients,
with key findings noted, include the following:

Do Cost Savings From Reductions in Nosocomial Infections Justify Additional Costs of Single-Bed Rooms in
Intensive Care Units? A Simulation Case Study, Hessam Sadatsafavi, PhD, Bahar Niknejad, MD, Rana Zadeh,
PhD, Mohsen Sadatsafavi, MD, PhD; Journal of Critical Care, 2015,
http.//dx.doi.org/10.1016/.jcre.2015.10.010

"Conclusions: This case study shows that although single-patient rooms are more costly to
build and operate, they can result in substantial savings compared to open-bay rooms by
avoiding costs associated with nosocomial infections.”

Single-Patient Rooms for Safe Patient-Centered Hospitals; Michae! E. Detsky, MD, Edward Etchells, MD, MSc,
JAMA, August 27, 2008,

The physician authors highlight the benefits of private rooms when it comes to safety, dignity,
privacy and ensuring patient-centered care. The benefits of facility design in reinforcing
patient safety, including the ability to clean and decontaminate a private room compared to
the challenges associated with the same activities in a partially occupied semi-private room,
are discussed.

The Use of Single Patient Rooms versus Multiple Occupancy Rooms in Acute Care Environments, Habib
Chaudhury, PhD, Ativa Mahmood, PhD, Maria Valente of Simon Fraser University, Vancouver, BC, Canada,
2004,

This study’s comprehensive and extensive review of existing literature identifies a number of
clinically beneficial outcomes associated with private rooms inciuding enhanced infection
control, the ability to isolate patients who are contagious or may be a high-risk for infection.
The study also highlights improved communication between patients, family members and
providers, which is critical in the inpatient rehabilitation setting where family members actively
participate in the patient's recovery, rehabilitation, and discharge planning.

This study also identifies other beneficial characteristics of private patient rooms that enhance
the patient healing environment. These characteristics include increased patient privacy, noise
reduction, fewer sleep disturbances, and an overall increase in patient satisfaction. In sum,
the study showed that a patient's sense of control of their environment in a private room results
in a significant reduction in overall stress during their stay.
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The Role of the Physical Environment in the Hospital of the 21¢t Century: A Once-in-a-Lifetime Opportunity,
Roger Ulrich of Texas A&M University and Craig Zimring of the Georgia Institute of Technology and reported
to The Center for Health Design; September 2004.

“To summarize briefly, there is a convincing pattern of evidence across many studies
indicating that single-bed rooms lower nosocomial infection rates. Singles appear to limit
person-to-person and person-surface-person spread of infection in part because they are far
easier to decontaminate thoroughly than multibed rooms after patients are discharged. Also,
single rooms with a conveniently located sink or alcohol-gel dispenser in each room may
heighten hand washing compliance compared to multibed rooms with few sinks. Finally, single
rooms are clearly superior to multi-bed rooms with respect to reducing airborne transmission
of pathogens.”

Thus, as demonstrated, the Rehab Institute will address the need for additional inpatient rehabilitation services
and do so with the provision of private rooms that have evidence-based benefits to patients.

b} The single other IRF in HSA 3 is too distant from Springfield's large, aging population to
be a viable alternative.

The only other IRF within the entirety of the 18-county HSA is Blessing Hospital's 18-bed in-hospital inpatient
rehab facility. However, as shown on the following map, that facility is too distant from the majority of HSA 3
residents generally, and Springfield (as the population and medical hub) specifically, to be a viable alternative.

The fastest route from Springfield to Blessing Hospital is 1 hour, 52 minutes and 115 miles (approximately 93
miles straight-line distance), which is too distant and burdensome for the large, aging population residing in
and around Springfield (Sangamon County) to travel to an approximate 2-week inpatient stay.

As noted previously, the ability of the patient’s family to actively participate in the patient's care plan and provide
support to the patient enhances quality of care for patients and prepares the patient for the ultimate goal of
returning to his/her home or community. For elderly family members particularly, the ability to participate in
the care without having to travel significant distances on a daily basis means more participation and
involvement in the patient’s care.
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Figure 5
Blessing Hospital’s IRF is Too Far from Springfield to be a Viable Alternative
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Source: Google maps. Drive time and route shown is for a Thursday afternoon un:Op CDT, dpaig ron'ngﬁeld ]

Proximity to the proposed inpatient rehab services in Springfield for HSA 3 residents in the western portion of
the service area is critically important given the need for patients to have access to both community providers
(e.g., their primary care physician, cardiologist, et al) as well as the support network of family and friends.

At Encompass, the patient's family and caregiver's involvement is a critical component of the patient's
recovery. To that end, the family and caregivers are involved throughout the patient's stay, including for

example:

= Participation in developing the patient's care plan and goals for discharge, which leads to greater
involvement encouraging and supporting the patient’s recovery goals upon discharge.

*  Frequent visitation with the patient during his/her inpatient stay, facilitated by sufficiently-sized:
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¥ Private inpatient rooms that allow for caregivers and family members to interact with the
patient comfortably; and,

¥ A therapy gym that affords caregivers and family members the opportunity to attend the
patient's daily rehabilitation.

= Working with the case manager prior to the patient's discharge to receive training to help care for the
patient after discharge.

= Interacting with the case manager when s/he visits the patient’s home prior to discharge to identify and
then address any special needs (such as equipment) the patient will have upon returmning home.

Thus, the proposed project is needed to ensure active participation by the patient's family and caregivers.
c) Distant IRFs located outside HSA 3 are not viable alternatives.

Setting aside the need for Sangamon and contiguous county patients to be close to their medical hub
{Springfield} and community providers (e.g., their primary care physician, cardiologist, et al) as well as the
support network of family and friends, the ‘closest’ IRFs outside HSA 3 are simply too far to be viable
alternatives to the proposed project.

As shown below, the fastest route from Springfield to The Rehabilitation Institute of Southern lllinois in Shilch
{St. Clair County, HSA 11} is 1 hour, 38 minutes and approximately 94 miles, which is too distant and
burdensome for the large, aging population residing in and around Springfield (Sangamon County) to travel to
participate in the patient's approximate 2-week inpatient stay.

Moreover, the Rehabilitation Institute of Southern Illinois is highly-utilized, so would likely not have available
capacity for patients traveling from HSA 3 to its facility. As noted previously, this facility was recently awarded
a CON application to expand its 40-bed capacity by 20 additional beds because of its high and increasing
utilization.
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Figure 6
Encompass’ Shiloh IRF (Rehabilitation Institute of Southern Illinois)
is Too Far from Springfield to be a Viable Alternative
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Springfield and traveling to The Rehabilitation Institute of Southern ilffinois, Shiloh, IL.
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Another ‘closest’ IRF outside HSA 3 is located in HSA 4: Carle BroMenn Medical Center's 15-bed in-hospital
unit located in Normal (McLean County), which is 1 hour, 10 minutes and approximately 68 miles from
Springfield, as shown in the figure below.

Figure 7
Normal IL IRF (Carle BroMenn Medical Center)
is Too Far from Springfield to be a Viable Alternative
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5. Memorial’'s partnership with Encompass is the optimal solution to meet residents’ needs.

a) Benefits of a local community-based hospital partnering with a national expert.

The proposed project will be owned and operated as a 50/50 joint venture project. Consistent with the HFSRB
rules regarding joint ventures’, the combination of complementary skills and expertise of Memorial Health, a
local community-based health system, and Encompass, a national leader in inpatient rehab care, will ensure
that HSA 3 residents have available and accessible rehab beds when needed.

As a community-based, not-for-profit organization, Memorial Health is one of the leading healthcare
organizations in lllinois, providing provides a full range of inpatient, outpatient, home health, hospice,
behavioral health and primary care physician services. With numerous sites of care throughout central llfinois,
Memorial Health delivers high-quality, patient-centered care in support of our mission to improve lives and
build stronger communities through better health. The system includes five (5) hospitals, over seventy (70)
outpatient locations, and over one thousand (1,000+) partner providers.

As documented previousiy, HSA 3 residents rely on Memorial Health hospitals for their health care needs, with
Memorial Hospital serving the largest percentage of HSA 3 rehab-appropriate discharges.

(See Table 2 above.) Memorial hospitals, particularly Springfield Memorial Hospital, also serve residents of
the contiguous Macon County who travel to Springfield for rehab-appropriate medical care. (See Table 3
above.) Thus, Memorial Health, particularly Springfield Memorial Hospital, is an important health care provider
currently located in and serving residents of HSA 3.

Encompass Health is the nation's leading owner and operator of inpatient rehab hospitals with 175 inpatient
rehab hospitals in 39 states and Puerto Rico. HSA 3 residents will benefit from Encompass’ proven high
quality, cost-effective programs that extensively utilize specialized staff and technology to deliver higher than
expected clinical outcomes. Encompass will bring its proven programs and services to the local market,
including an open medical staff and community education and training, to ensure patients and their families in
need of intensive inpatient rehab services are able to receive that care close to home.

A listing of select Encompass programs and services that will benefit the patients and families of the proposed
new hospital follows.

»  TeamWorks is a company-wide clinical initiative to continually improve quality of care through the
identification, standardization, and implementation of best-practices across all of Encompass’
hospitals. Just two of the many ways this program has benefitted patients include (1) a quicker
admission process and (2) greater coordination pre-admission and post-discharge between
community health care providers and Encompass hospitals.

= Patient Safety Task Force is comprised of employees across all regions and disciplines who are
primarily responsible for identifying changes and/or improvements in processes, policies, or programs
to increase patient and staff safety in Encompass hospitals.

7 77 llinois Administrative Code Section 1100.350
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»  Post-Acute Innovation Center is an example of Encompass’ ongoing efforts to continually enhance
quality of care. The Center was established in 2017 as a partnership with Cerner Corporation to
develop clinical decision support tools that can more effectively and efficiently manage patients across
multiple care settings, thus enhancing care coordination between a patient's providers, regardless of
the provider's location.

» National partnership with the American Heart Association/American Stroke Association to
increase patient independence after a stroke and reduce stroke mortality through community outreach
and information campaigns. This multi-year project is expected to accelerate adoption of the recent
AHAJASA Stroke Rehabilitation Guidelines, increase patient awareness of post-stroke options, and
provide practical support to patients and their families to improve recovery outcomes.

s Participation in The Joint Commission’s Disease-Specific Care Certification Programs has
resulted in 145 of Encompass Health's inpatient rehab hospitals currently holding one or more disease-
specific certifications from The Joint Commission's Disease-Specific Care Certification Program in
areas such as stroke, brain injury, or hip fracture rehabilitation.

» Advanced Technology includes rehab-specific clinical equipment and technologies such as the
standard equipment inciuded in all new hospitals {presented at the end of this response), as well as
the following corporate-wide information technology.

» Predictive data analytic programs ReAct and Sepsis Alert enhance patient quality of care by
closely monitoring even the most subtle changes in a patient's status, reducing readmissions
to acute care hospitals, and ultimately enhancing quality of care.

» A proprietary rehab-specific clinical information system (ACE-IT) interfaces Encompass
patients’ clinical information with acute care hospitals’ clinical information systems to facilitate
patient transfers, reduce readmissions, and enhance outcomes.

> An internally-developed, reai-time management reporting system (BEACON) enhances
clinical and business processes to ensure that the high quality care provided by Encompass
hospitals is delivered in the most cost-efficient manner.

* Financial Resources and Strength of Encompass provide its local hospitals with sufficient means to
purchase needed equipment and technology, ensure the appropriate complement and number of staff
are in place to care for patients, and the facility is designed and well-maintained with all of the latest
amenities — all of which combine to enhance quality of care for the patient and family, as evidenced
by Encompass Health's existing facilities.

Thus, Memocrial and Encompass Heaith will ieverage demonstrated best practices, proven staffing models,
comprehensive information technology, centralized administrative functions, supply chain efficiencies, and
economies of scale to ensure that the new 60-bed hospital consistently provides the highest clinical outcomes
in the most cost-effective manner.
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b) Encompass’ quality outcomes are the result of proven programs, services, and facility

design.

Quality Qutcomes for a Wide Array of Patient Diagnoses Served

Rehabilitation Institute of Springfield will offer proven programs and services to patients recovering from a wide
array of injuries and illnesses, including not only stroke, spinal cord injury, and hip or femur fracture, but also
amputations, cardiac episodes, and pulmonary conditions, to name a few. Thus, the proposed project will
ensure that patients with a wide array of diagnoses in need of inpatient rehabilitation have available and

accessible services close to home.

For reference, the overall mix of patients nationally (average for all Encompass hospitals) follows. The
proposed HSA 3 rehab hospital expects to serve a similarly wide array of patient types, thus expanding the
services locally available to HSA 3 patients and their families.

Figure 8

Encompass Health National RIC Distribution

Rehabilitation impairment

RIC 01

RIC 02/03
RIC 04/05

RIC 06
RIC 07

RIC 08

RIC 09
RIC 10/11
RIC 14
RIC 17/18
RIC 20

Stroke 18.4 %
Brain dysfunction 11.6 %
Spinal cord dysfunction 39%
Neurological conditions 20.7 %
Fracture of lower extremity 8.1%
Replacement of lower 3.59
extremity joint

Other orthopedic 7.5%
Amputation 24%
Cardiac 39%
Major multiple trauma 6.3 %

Other disabling impairments 11.4%
All other RICs 2.3%

Source: Investor Reference Book, June 25, 2025, Encompass Health.
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Notably, an integral component in the provision of services to a wide array of patient diagnoses (or
Rehabilitation Impairment Categories) is Memorial's and Encompass’ open medical staff model which
ensures that community-based physicians are available to care for patients’ medical needs alongside the
Physiatrists or Physical Medicine and Rehabilitation (“PMR”) physicians caring for their physical rehabilitative
needs. Nationally, Encompass works with community-based Internal Medicine physicians, Hospitalists, and
other specialties (e.g., Neurology) to ensure that their inpatients have access to medical specialists as needed
during their inpatient stay. The open medical staff model and direct communication between Encompass and
community-based physicians also means that patients return to their primary and specialty care physicians
upon discharge from Encompass with no interruption or gap in care.

It is important for patients and families to have a choice of rehab providers close to home. As noted previously,
the ability of the patient's family to actively participate in the patient's care plan and provide support to the
patient ultimately enhances quality of care for patients. For elderly family members particularly, the ability to
participate in the care without having to travel significant distances or into another state daily basis means
more participation and involvement in the patient's care.

The mere addition of beds is not sufficient, however, to ensure that the proposed project will provide health
services that improve the health care of the service area population. It is proven programs, services, staff, and
facility design that are integral to the delivery of high-quality care. The high-quality care at the proposed
Rehabilitation Institute of Springfield will reflect the proven programs and services of Encompass, regardless
of how quality is defined.

Currently, a total of 145 of Encompass Health's inpatient rehab haospitals hold one or more disease-specific
certifications from The Joint Commission's Disease-Specific Care Certification Program in areas such as
stroke, brain injury, or hip fracture rehabilitation. Encompass’ Van Matre Rehabilitation Hospital in Rockford,
lllinois, for example has earned Disease-Specific Care Certifications for its stroke, amputee, spinal cord, and
brain injury rehabilitation programs.

Further evidence of Encompass Health's provision of quality care is the percentage of patients discharged to
the community versus to a SNF or acute care hospital. As shown below, Encompass has a proven track record
of returning approximately 84.6% of its patients back to their home/community, outperforming other providers
nationally. The proposed new rehab hospital will utilize Encompass Health's proven programs to ensure high
quality care is provided to its patients.
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Figure 9
Encompass’ Quality Measures Exceed National Standards in Multiple Categories
Discharge to , Discharge to
Community UL Acute Care
9.1% 915 e 0%
6% 1%
2022 2023 2024 2025 2022 2023 2024 2025 2022 2023 2024 2025
Higher is better Lower is better Lower is better
Percent of patients discharged to the Percent of patients discharged to a Percent of patients discharged to an
community, including home or home | skilled nursing facility. acute care hospital.

with home heaith.

. Encompass Health
M vosmr’

The above UDSMR messures include IRF units that are located within acute care hospitals.

(2) Data compares Encompass Health IRFs to IRFs comprising the Uniform Data System for Medical Rehabifitation
(“UDSMR"), part of Netsmarl, a data gathering and analysis tool for the rehabilitation industry which represents
approximately 80% of the industry, including Encompass Health sites. Data is adjusted by applying Encompass
Health IRF case-mix to non-Encompass Health UDS IRFs. Includes rehabilitation facilities with FY2025 data.
Source: Encompass Health.

Encompass hospitals across the nation continually engage in primary research to determine the best
practices and protocols for a variety of diagnoses so that patients will always have the highest level of
outcomes and quality care.
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A listing of select current research at Encompass hospitals nationally follows.

Y Y XYYV Y VYV VYVVVVVVVVVVVYVVYYYYVYY

Western PA Patient Registry

Audiology & Speech Language Registry

Psych and Neuro of Spatial Cognition

SDM-Stroke

SDMM-Geriatric

Incontinence Study

Project Steady

Speed and Distance

Stroke Studies (several separate studies are underway at various facilities)
Review of Stroke Patients that Return to Acute

Stroke Rehabilitation Disparities

C. Diff EIP

Fiexor Tendon Repair

Fitness to Drive in Older Adults

Home Modifications

AQ Spine

Prolonging Safe Driving - Stroke

Prism Adaptation Therapy

Step-Hi

Tele-rehab vs in-clinic therapy

The Impact of Falls Prevention Education on Fall Rates

Is The Ability To Detect A Foreign Accent Located In The Right Hemisphere?
Bleeding in tracheotomy patients

Dynamic Body-weight Support {DBWS) on Inpatient Rehabilitation
Predicting D/C Destination in Hip Fractures

IM Impact on Falls

Aculity rating project

MMJ Study

Amputee Rehab Outcome Research

Notably, all of these programs and services are provided in a cost-effective manner. As shown below, the
implementation and use of Encompass’ proven programs and services results in efficient and cost-effective
care. Thus, the proposed project will allow for the most efficient functioning of the health care system possible.

Moreover, the proposed project will ensure HSA 3 residents have a sufficient number of available and
accessible beds close to home. The availability of IRF beds ensures that patients are discharged to the right
setting at the right time in the right place rather than being discharged to a less intensive setting when more
intensive services are needed, thus reducing the likelihood of readmission for that patient, which results not
only in optimal outcomes for the patient but also reduces the costs to the patient and the health system as a

whole.
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Figure 10
Encompass Provides Cost-Effective Care

Encompass Health's clinical expertise and efficiency reduce high cost outlier
stipends. As such, Medicare pays Encompass Health less per discharge on average
despite comparable acuity, lowering costs for the overall healthcare system.
Avy. Avg. est, total
Avg. Medicare  payment per
beds discharges discharge
#of IRFs _per IRF__per IRF™™ _  for FY 2026
Encomasss Encompass Health
Health'™ 66 916 $25,357 produces high-quality,
cost-effective
Free-standing = T 0
AL e e H | 226 L1 586 $27,938 outcomes througl'v.
« “Best Practices’
clinical protocols
« Supply chain
efficiencies
» Sophisticated
Hospital 25 207 $28,376 management
units =
information
systems
« Economies of scale
Total® 1,165 36 381 $27,220
- The aerage extimated total payment per discharge, ay stated, does not reflect a 7% reduction for sequestration.

Source: Encompass Health investor Reference Book, Published June 25, 2025, pg. 15 and 60-62 for end
notes (https/investor.encompasshealth.com/company-profile/default. aspx}.

Proven Programs, Services, and Staffing to Ensure High Quality Outcomes

The proposed project will implement the following programs, services, and facility amenities specific to
Encompass Health hospitals throughout the nation, and in place at Encompass’ four IL hospitals.

The success of the following programs and services is due in large part to the synergy of Encompass Health's
comprehensive team approach to rehabilitation services and use of the latest technology and treatments
available. (See Exhibit A for rehab-specific technology that will be used to care for patients in the rehab
hospital.)
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Specific programs and services to be offered at Rehabilitation Institute of Springfield address a wide range
of diagnosis including, but not limited to, the following.

Stroke

Brain injury
Neurological conditions
Joint replacement
Orthopedic

Hip fracture

Spinal cord injury
Amputee

Parkinson's Disease
Multiple sclerosis
Burns
Pulmonary/respiratory
Pain management

The success of these programs and services is due in large part to the highly-qualified and specially-trained
physicians and staff members who comprise a comprehensive, multidisciplinary team including:

Medical Director: A Physical Medicine and Rehabilitation ("PMR") physician who frequently meets
with the patient during the patient’s inpatient stay, and is ultimately responsible for implementing the
patient's care plan as the multidisciplinary team leader.

Rehabilitation nursing: Implements each patient's medical care program as directed by his or her
physician.

Occupational therapy: Designs and delivers activity-based therapy to promote independence in the
areas of self-care, home management and community reintegration.

Physical therapy: Evaluates and designs a treatment program to address limitations in physical
function, mobility and safety.

Respiratory therapy: Ensures proper respiratory function through services such as oxygen
supplements and aerosol treatments.

Speech-language pathology: Assesses and treats individuals with communication and
comprehension disorders, cognitive difficulties and swallowing disorders.

Dietary and nutritional counseling: Supervises all meals to ensure patients meet their required
nutritional needs.

Case management: Coordinates with the physician tc ensure the patient’s needs are met and involves
the family and other caregivers in the patient's rehabilitation. The Case Manager is also responsible
for:

» Working with the family prior to the patient's discharge to provide training to help family
members care for patients after discharge.

> Visiting the patient's home prior discharge to identify and then address any special needs
{such as equipment) the patient will have upon returning home.

» Coordination and collaboration of services between the patient and community service
providers who will be responsibie for providing care to the patient post-discharge.
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Patients benefit not only from the extensive array and number of staff members in place at Encompass Health
hospitals, such as that proposed for the new Springfield facility, but also from the unique patient-centric
programs staff members institute at their facilities to ensure patients receive high quality care.

A few employee-driven patient-centric programs that are expected to be implemented at Rehabilitation
Institute of Springfield, as they are at existing Encompass facilities, include the following.

No Pass Policy which ensures that any and all staff members must never pass by a patient's room
when the nurse call light is on or when it is clear that, even without the call light on, the patient would
benefit from assistance. Notably, this operational mandate applies to all staff members, not just nursing
staff, so that any and all staff members ensure that patients and families’ needs are the highest priority
at all times.

Welcome Announcement is one small way in which the staff members can make a new patient feel
welcome and know that his/her admission to the hospital is recognized by all staff members as a new
beginning. While the patient's name isn't announced so that the patient’s privacy is protected, the
announcement makes clear that a new patient in a specific room number has arrived, and will join the
other patients in his/her journey along the road to rehabilitation and recovery.

Patient’s in-room information board is an often overlooked ubiquitous aspect of an inpatient’s room
at virtually every acute care hospital in the U.S. However, the staff members at Encompass recognized
the full potential and importance of the in-room board to the patient, family, and staff members and so
have focused on this tool as a means to enhance patient involvement, and thus ultimately quality of care.

> For example, each patient can refer to the board for that day's rehabilitation schedule, any
special daily activities in the Day Room, and a photograph of the physician who is responsible
for his/her care during the inpatient stay, among other items. The patient and staff will also see
reminders of any special precautions or needs, e.g., indication that an alarm will sound when
the patient gets out of bed. In this way, the patient and staff have a visible reminder of the
patient's activities and specific needs that goes beyond the typical in-room information board of
general acute care hospitals, improving it to specifically meet the needs of inpatient rehab
patients.

Victory Bell that is in place at the entrance to the Therapy Gym is another way that the staff recognize
individual patients and their success in rehabilitation. The Victory Bell is used by patients when they are
being discharged from the hospital, signaling to other patients and all staff members that the patient has
passed a significant milestone in his/her life, and that the other patients can too. (The Encompass Health
hospital's Victory Bell is similar to the “Survivor Bell" that many oncology programs have in place for their
patients to ring to announce the successful end of their treatment.)
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Encompass’ Proven Facility Design Benefits Patients and their Families

The facility design has been designed specifically and solely for inpatient rehabilitation services, including
the use of extensive rehabilitative equipment and technology by specially-trained staff in a patient-centered
environment. Notably, the proposed rehab hospital will be comprised of all private rooms. (See Attachment B
for pictures of typical Encompass hospital facilities.)

The proposed facility includes the following amenities.

Sixty (60) private wheelchair accessible patient rooms with wheelchair accessible private bathrooms,
and sufficient space bedside for caregivers and family members to interact with the patient comfortably.
Notably, all patient rooms are designed with full capability of acute care inpatient rooms, e.g., head walls
and gases are incorporated into the design, reflecting the medical complexity of patients served.

One of the patient rooms is designed as a private Individuals of Size ("loS") Room (f/k/a bariatric rooms),
providing larger and specially-designed rooms to care for bariatric patients who require additional space
in both the patient room and bathroom in addition to specialized equipment, e.g., overhead track system
with lift capability.

One of the rooms is an Airborne Infection Isolation Room (*AlIR") with negative air pressure flow to meet
the special needs of patients with communicable diseases.

A dialysis treatment area with four patient bays for patients requiring dialysis care during their inpatient
stay.

A Therapy Gym with specialized equipment and of sufficient size ensures that patients and staff
members have appropriate space to work for the patient to complete his/her daily rehabilitation, and
affords family members and caregivers the opportunity to attend the patient's therapy session.

> For comparison purposes, proposed rehab hospital's Therapy Gym is nearly double the size of
the typical therapy gym/inpatient rehab area offered in general acute care hospitals that have
dedicated inpatient rehabilitation beds.

> Alisting and brief description of the hospital’'s planned clinical rehab equipment and technology
that will be included in the Therapy Gym is provided later in this Attachment.

A dedicated and separate Activities of Daily Living ("ADL") Suite within the Therapy Gym provides
patients and their families a home-like setting where the patient can relearn ADL activities in order to live
as independently as possible when returning home. The ADL Suite includes a kitchen with a stove, sink,
refrigerator, dishwasher, cabinets, and tables and chairs; a laundry room with a washer and dryer; and
a homelike bathroom intentionally designed with a small, non-compliant American with Disabilities Act
("ADA") doorway since that is what most patients will face when they return to their home/community.

A dedicated Outdoor Therapy Area, adjacent to the large indoor Therapy Gym, with specialized ramps,
surfaces, curbs, and seating for rehab patients to use in order to practice navigating the various settings
a patient will face when s/he returns to the community.

A large Dining Area where patients engage in communal dining as part of their ongoing rehabilitation
and restoration.
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Dayroom Activity Areas that are used for socialization and rehabilitation of patients, including special
activities involving family and/or community members.

Sufficiently-sized and appropriately-designed support functions such as the nursing unit area, in-house
pharmacy, dietary services, medical records, environmental services, and central supply to ensure that
the specialized needs of the rehabilitation patients are met.

Overall facility design that includes sufficientiy-wide corridors for easy navigation of patients, families,
and staff members and designated spaces along those hallways to store equipment out of the way of
patients and families but in close proximity to staff members.

Additional features specific to the local community include the use of interior design themes, colors, and
photographs consistent with and reflective of the area, e.g., local landmarks, landscapes, and events, to
provide a sense of community to the patients and also to enhance the mental acuity of patients through
recognition of familiar sites and images throughout the hallways.

Patients will also benefit from patient-centric facility design features that are in place at all Encompass
facilities and will be included in Rehabilitation Institute of Springfield.

Color-coded hallways at Encompass rehabilitation hospitals does not simply mean that there is a color-
coded stripe painted down the hallway or a doorway is painted a certain color, as is sometimes the case
in other facilities. Rather, the entire inpatient unit, including all walls and haliways, is painted a consistent
and distinct color from those used in other inpatient hallways so that patients can easily find their way to
and from their rooms and the therapy gym, dining room, and/or day room during their inpatient stay.
Staff members’ experience is that all patients, not just those suffering from a neurological episode,
benefit from this patient-centric facility design feature that will be implemented at the proposed new
hospital.

Electronic patient status/nurse call boards throughout the inpatient hallways ensures that all staff
members can at all times see when a patient in his/her inpatient room has requested assistance, and
thus timely respond to the patient's needs. This facility design feature goes hand-in-hand with the No
Pass Poiicy implemented at all Encompass hospitals, ensuring that patients’ needs are immediately
known and responded to by staff members.

Patient-centered inpatient units are intentionally-sized based upon best-practices to promote high
quality care and staff efficiency and effectiveness. Specific design features include:

» Al private rooms, with each room standardized in design and support space allocation. Patient
rooms are designed to improve quality of care and support patient healing, provide family
support, and enhance clinical efficiency and effectiveness. Patient rooms are acuity-adaptable
and standardized to allow care of all diagnosis groups and to facilitate efficient processes, from
patient care to cleaning and maintenance.

» Clear sight lines of nursing units to inpatient rooms to ensure patient safety and high quality
care. The clear sight lines from staff to patient and staff to staff enhance staff interaction with
patients, increase responsiveness of staff to patients, and mitigate falls and other injuries, thus
ultimately enhancing quality of care.

See Attachment 9 for a floor plan of the proposed facility and Attachment 14 for the department-specific
programmatic plan.
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¢} Encompass has proven success caring for patients in lllinois.

Encompass operates four {4) IRFs in lllinois, three of which are joint ventures with non-profit community health
systems based in lllinois and one of which is wholly owned by Encompass Health. lllustrative of Encompass’
commitment to high quality care are the Joint Commission Disease-Specific Care Certifications for Encompass’
lllincis hospitals listed below.

Hospital Disease-Specific Certifications

Van Matre Encompass Health Rehabilitation Institute Stroke, Brain Injury, Amputee, Spinal Cord Injury
The Rehabilitation Institute of Southern lllinois Stroke, Amputee

The Quad Cities Rehabilitation Institute Stroke

Encompass Health Rehabilitation institute of Libertyville Stroke

Consistent with Encompass’ success nationally in returning patients to their home/community upon discharge,
Encompass Health's lllinois IRFs have discharge to community rates, i.e., post-acute care ("DTC-PAC”), ator
above the national average, as shown in the following table.® Also known as Successful Return to Home or
Community on the Medicare.gov Care-Compare site, this metric reflects the rate at which patients returned to
home or community from a PAC setting (in this instance IRF) and remained alive without any unplanned
hospitalizations in the 31 day following discharge.

% Please note that while both Figure 9 and Table 10 address Encompass hospitals’ discharge rates to home/community,
the data, methodology, and time period in each analysis differs. Figure 9 is based on calendar year data for all patients /
payors whereas Table 10 is based on Medicare Fee-for-Service patients only and is for an aggregated 2-year time period.
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Table 11
Encompass has Higher Functional Outcome Measures than National Average
Percent of Patients Who are At or Ahove an Expected Ability to Care for
Themselves and Move Around at Discharge

Encompass lllinois IRFs County, HSA Rate
Van Matre Encompass Health Rehabilitation Institute Winnebago, HSA 1 84.49%
The Rehabilitation Institute of Southern lllinois St. Clair, HSA 11 86.52%
The Quad Cities Rehabilitation Institute Rock Island, HSA 10 83.78%
Encompass Health Rehabilitation Institute of Libertyville Lake, HSA 8 86.44%
National Rate 66.02%

Source: CMS {Medicare.gov) Inpatienl Rehahilitation Facility (IRF} Compare. Data for 10/01/2024 - 09/30/2025; the most
recent data available as of August 21, 2026. https .//iwww.medicare.gov/care-

compare/compare?providerType=InpatieniRehabilitation&providerlds=143031 .143030,1430328 state=IL .

6. Memorial Health will discontinue offering inpatient rehab services on its Springfield Memorial
Hospital campus.

Springfield Memorial Hospital will delicense its 30-bed inpatient rehab program upon the opening of the
proposed new 60-bed facility. A separate Certificate of Exemption ("COE") for discontinuation of Springfield
Memorial's inpatient rehab program will be submitted to the HFSRB at a later date.

Notably, the proposed new inpatient rehab hospital will not only provide needed services to HSA 3 patients,
but the closing of the Springfield Memorial inpatient rehab unit will free up much-needed space for the hospital
to use in support of future care needs.

B. The project will address the lack of available and accessible HSA 3 inpatient rehab beds.

As documented throughout this application, there are two primary existing problems facing HSA 3 residents
that will be addressed by the proposed project:

(1) Lack of a sufficient number of available and accessible inpatient rehab beds in HSA 3 to meet the
needs of patients with clinical conditions appropriate for intensive inpatient rehab services.

(2) Inability of Memorial Health's Springfield Memorial Hospital to renovate and expand to meet HSA 3
rehab-appropriate patients' need for intensive inpatient post-acute rehab care close to home.

In sum, the proposed project will address the current gap in utilization, offering local and accessible intensive
inpatient rehab services to HSA 3 patients in need.
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C. Sources used in the analyses.

As documented in the various tables previously presented, the following sources were used in the analyses:
¢ lllinois HFSRB State Summary Revised Bed Need Projection, 05/31/2026.
= |llinois HFSRB Inventory of Heaith Care Facilities and Services and Need Determinations, 12/17/2023.

* |llinois HFSRB Annual Hospital Questionnaires (2023-2025) and lllinois HFSRB Statewide Hospital
Profile Aggregate Data, 2024.

* lllinois Department of Public Health, lllinois Health Facilities and Services Review Board, Certificate of
Need Population Projections Project, May 2024.

» lllinois Hospital Association, COMPdata Informatics Inpatient Discharge Database.

« CMS Geographic Variation Public Use File, March 2024 (most recent data available).
» CMS Care Compare {Medicare.gov website).

s Internal records from Memorial Health.

= [Internal records from Encompass Health.

*  Google maps.
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Exhibit A

REHABILITATION E':g?tnr:pass
Equipment &

Technology

Clinical technologies are invaluable tools in the therapy process and offer
patients an exciting and enjoyable experience during their road to recovery.
Encompass Health's Therapy Innovations Committee (TIC} evaluates the
most cutting-edge, innovative clinical technologies on the market today.
The committee establishes and maintains technology standards for new
hospitals and identifies best-in-class technologies for Disease Specific
Certifications (DSC) to support the gold star quality of care Encompass

is known for. Some examples of these technologies are as follows:

Bioness Vector Overhead Track System

Bioness Vector is an overhead track and harness system that provides a safe
ambutation environment for both therapist and patient. Without the fear of falling,
patients can focus more fufly on their tasks of gait and balance

B.LT.S Bioness integrated Therapy System

Using a 50" touch screen manitor, BITS Is designed to improve visual abliities
for a wide range of patients with visually-related leaming problems, strabismus,
amblyopia, and traumatic brain injury. 8ITS offers 16 unique programs with
customizable features designed to enhance outcomes for physical and
occupational therapy patients.

SaeboFlex

Stroke survivors and other neurclogically impaired patients use this custom-
fitted hand and arm splint to increase shoulder, elbow, wrist and hand function.
During therapy exercises. the splint Is used to retraln the hand's grasp and
release movements.

] I Erownpass Mvskh T ogeralios WILYINES
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Bioness H200°

When stroke, brain injury or spinal cord fnjury occur, a person's neurological
abllities, like grasping. can be Impaired. The innovative NESS H200 helps improve
hand function and voluntary movement.

Bioness L300™

This small wireless device s worn on a patient’s leg to heip improve walking
abilities. Through electrical stimulation, NESS L300 retrains lower leg muscles,
Increasing metion and blood clrculation enabling the return to a more normal step.

Synchrony”

Unlike any other dysphagia rehabilitation solution available, Synchrony™ enables
SLPs and patients to literally “See the Swallow" using virtual reality augmented
sEMG blofeedback. This important capabhility helps SLPs evaluate the specific
dynamics of a normal, effortful or Mendeisohn swallow In real ime, while guiding
a series of therapeutic exercise activities that are engaging and fun for patients.

Interactive Metronome”

Interactive Metronome is a brain-based rehabilitation assessment and tralning
program created to improve a patient’s ability to plan, organize and use language.

BURT"

BURT® Is a user-friendly robot that assists In improving motor control and fine motor
skills in the arms and hands. This robot contains integrated gaming software to
practice movement pattems and provides customizable features to tailor to
patlent-specific rehabilitation treatments.

VitaiStim”®

For those who suffer from dysphagia, a common condition among stroke and
brain injury survivors, this therapy greatly improves swallowing ability with
electrical stimulation.

encompasshealth.com
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Exhibit B

e

Spacious private rooms and baths
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Exhibit B
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Sample lobbies
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Sample therapy gyms
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Sample activities of daily living (ADL) suites
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Sample nursing stations and hallway
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Hagan £

Sample outside grounds
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Comparison of Functional Status Improvements Among Patients With Stroke
Receiving Postacute Care in Inpatient Rehabilitation vs Skilled Nursing Facilities

Ickpyo Hong. PhD. OTR: lames S. Goodwin, MD: Timothy A, Reistetter. PhD. OTR: Yong-Fang Kuo, PhD: Trudy Malraes, PhD, OTR; Amol Kammarkar, PhD:

Yu-Li Lin, M5; Kenneth J. Gtienbacher. PhD. OTR

Abstract

IMPORTANCE Health care reform legislation and Medicare plans for unified payment for postacute
care highlight the need tor research examining service defivery and outcomes.

OBJECTIVE Tocompare functional outcomes in patients with strofe after postacute carein
inpatient rehabilitation facilites (IRF) vs skilled nursing facilities [SNF).

DESIGN, SETTING, AND PARTICIPANTS This cohort study included patients with stroke who were
discharged from acute care hospitals to IRF or SNF from January 1, 2013, to November 30, 2014.
Medicare claims were used to link to IRF and SNF assessments. Data analyses were conducted ffom
January 17, 2017, through April 25, 2019.

EXPOSURES Inpatient rehabilitation received in IRFs vs SNFs,

MAIN OUTCOMES AND MEASURES Changes in mobility and self-care measures during an IRF or
SNF stay were compared using multevariate analyses, inverse probability wesghting with propensity
score, and instrumental variable analyses. Mortality between 30 and 365 days after discharge was
included a3 3 control outcome a5 an indicator for unmeasured confounders.

RESULTS Among 99185 patients who experienced a stroke between January 1, 2013, and
November 30, 2014, 66 082 patients (66.6%} were admitted to IRFs and 33103 patients (33.4%)
were admitted ta SNFs, A higher proportion of women were admitted to SNFs (21 466 [64.8%]
women} than IRFs (36 462 [55.2%)] wamen) (P < .001). Compared with patients admitted to IRFs,
patients admitted to SNFs were older {(mean [SD] age. 79.4 [76] years vs 83,3 [7.8] years: P < 001}
and had longer hospital length of stay (mean [SD], 4.6 [3.0] days vs 5.9 [4.2] days; P < .001) than
those admitted to IRFs. In unadjusted analyses, patients with stroke admitted to IRF compared with
thase adritted 1o SNF had higher mean scores for mobiity on admission (44,2 [95% (), 44.1-44.3
points vs 40.8 [95% €1, 40.7-40.9] points) and at discharge {55.8 [95% €I, 55.7-55.9] points vs 44.4
[95%: Cl, 44 3-44.5] paints), and for self-care on admission (45.0 [95% C), 44.9-45.1] points vs 41.8
[95%: Cl, 41.7-41.9] points) and at discharge (58.6 [95% Ci, 58 5-58 7] points vs 45.1 [95% C), 45.0-
45.2] points). Additionally. patients in IRF compared with those in SNF had larger improvements for
mobility score (11.6 [95% Cl, 11.5-11.7] points vs 3.5 [95% Cl, 3.4-3.6] points) and for self-care score
(13,6 [95% €1, 13.5:13.7] points vs 3.2 [95% C, 3.1-3.3] points). Multivariable, propensity score. and
instrumental variable analyses showed a similar magnitude of better improvements in patients
admitted toIRF vs those admitted to SNF. The differences between SNF and IRF in odds of 30- to
365-day monality {unadjusted odds ratio, 0.48 [95% Cl. 0.46-0.49)) were reduced but not
eliminated in multivariable analysis {adjusted odds ratio, 0.72 [95% CI, 0.69-0.74]} and propensity
score analysis (adjusted odds ratio. 0.75 [95% C1. 0.72-0.771). These differences were no longer
statistically significant in the instrumental variable analyses.

fcontinued)

& Open Access, This is an open access sticle distributed under the terms of the CC-BY License,

JAMA Nerwork Open. 2019:2(12).¢1916645. doi: 101001/ jamanetworkopen 2019.16646

Key Points

Quiestion Is change in physical function
associated with receiving postacute cafe
after a stroke in inpatient rehatltathon
vs skilled nursing facilities?

Findings This cohort study Included

59 185 patients who recerved postacute
carein inpatient rehabilitation or silled
nursing facilities after a stroke, Carein an
inpatient rehabilitaticn facility was
assodiated with greater improvement in
mobility and self-care compared with
care in a skilled nursing facility. and a
significant difference in functiona!
Improvernent remained after
accounting for patient, dlinical. and
facility charactenslics at admission.

Meaning These findings suggest that
there is room for payment reformin
postacute care and highlight the need to
target decision-making regarding
discharge to postacute facilitles based
oh patient needs and potential for
recovery.

+ Supplemental content

Author aflHiatons and articte infolmation are
listed at the end of this article
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Abstract {continued)

CONCLUSIONS AND RELEVANCE [n this cohort study of a large national sample, inpatient
rehabilitation in IRFs for patients with stroke was associated with substantially improved physical
mobility and self-care function compared with rehabilitation in SNFs. This finding raises questions
about the value of any policy that would reimburse IRFS or SNFs at the same standard rate for stroke.

JAMA Network Open, 2009:2(121-:¢1916646. dox: 10 FCOIfjlamanelworkopen 201916646

Introduction

Maore than 40% of Medicare beneficiaries are discharged from acute care hospitals to postacute care
each year. Reports by the National Academny of Sciences' and the Institute of Medicine® have fourid
that postacute care was the largest contributor o geographic variation in Medicare costs. The 2014
Improving Medicare Post-Acute Care Transformation (IMPACT) Act? requires the Secretary of the
Department of Health and Human Services to establish a unified payment system for postacute care.
As a step in this process, the Medicare Payment Advisory Commission recommended that inpatient
rehabilitation facilities {IRFs) and skilled nursing facilities (SNFs) explore similar eplsode-based
reimbursement for a given condition, The propesal is based. in part. on the substantial overlap in
patient populations served by IRFs and SNFs **

The purpose of cur study was to examine changes in functional status in a national sample of
Medicare beneficiaries with stroke who received inpatient rehabilitation at an IRF or SNF following
acute hospital discharge. We selected stroke because it is a major cause of disability in the United
States and an important public health issue, patients with stroke have complex neurological
disorders that require a range of treatments and expertise, and stroke represents the largest
impairment group treated in IRFs.®

In this study, we compared functional cutcomes of patients with stroke who were discharged
from a hospital to an IRF or SNF_ There are challenges in comparing outcomes in observational
studies, the most important of which is bias by indication, or sclection bias. Inpaticnt rchabilitation
facilities have more stringent criteria for admission than do SNFs, including the requirement that
patients be able to comptete 3 hours of rehabilitation therapy daily. Several studies”> have shown
that traditional methods of contrelling for patient characteristics, such as logistic regressian and
propensity analyses, tend not to be effective in the face of strong selection biases. There are severa
approaches to mitigating this problem. One approach is to assess how large a bias would have to be
to eliminate the assetiation cbserved, which allows the reader to judge whether the existence of
such a bias is plausible, such as by use of the E-value.'® Another approach is to indirectly assess the
strength of the bias and whether it is etiminated by a specific analytic approach, such as by using a
control outcome, a measure that should not be affected by differences between the 2 treatments but
would be affected by selection biases. tn this study, we used all-cause mortality between 30 and 365
days after hospital discharge as a control cutcome. The control outcome should be strangly related
to the underlying health of the patients but only minimally influenced by residence in an IRF vs SNF. If
the statistical analyses show significant IRF vs SNF differences in 30- to 365-day mortality. that result
would suggest that underlying selection biases remain. A third approach is to use analytic
approaches shown to minimize selection biases, such as instrumental variable analysis.”® We used
these 3 approaches to compare autcomes of patients with stroke who were discharged from acute
care to IRFs vs SNFs.

We hypothesized that patients discharged to IRFs would have larger improvements in mobility
and self-care function than those discharged to SNFs.

E JAMA Network Open. 2019;2(12): doi:10 1001y kopen 201916646 December 4,2019  2f12
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Methods

This study was approved by the institutional review board of the University of Texas Medicaf Branch
and complies with the Centers for Medicare & Medicaid Services (CM5) Data Use Agreement
requirements, which waived the need for informed consent for use of the study data because data
were deidentified. We reported the study findings according to the Strengthening the Reporting of
Observational Studies in Epidemiclogy (5TROBE) reporting guideline.

Study Data

Our data included Medicare files from 2012 to 2014 These files included Master Benefictary
Summary for patient demographics. Medicare Provider Analysis and Review for claims from hospital
and postacute care stays with clinical vaniables, npatient Rehabilitation Facility-Patient Assessment
Instrument from IRF,*" Minimum Data Set 3.0 from SNF.”? and the Provider of Services Current Files
for hospital characteristics.

Sample Selection

The study sample included Medicare beneficiaries 56 years or older discharged from January 1. 2013,
to November 30, 2014, to an IRF or SNF after an index acute stay for stroke denoted by Medicare
Severity Diagnosis Related Group codes 061 to 066 (eFigure in the Supplement).'? Additional
inclusion criteria included Medicare Part A coverage without enroliment in a health maintenance
organization In the year before and 1 month after the index stroke discharge, residing in the
cofnmunity prior to the index stroke hospitakzation, and full mobslity and self-care functional

[ at the IRF admission and discharge or SNF admission and last follow:up (eTable 1 and
eTable 2 it the Supplement)

Functional Measures: Mobility and Seif-Care

Our methods are described m more detail in the eAppendix in the Supplement. We used mobility and
self-care items from the Inpatient Rehabilitation Facility-Patient Assessment Instrument and the
Minimum Data Set 3.0 {eTable 3 in the Supplerment). The Inpatient Rehabilitation Facility-Patient
Assessment Instrument includes 5 mobility items and 6 self-care items. with a 7-point rating scale.
The Minimum Data Set 3.0 corsists of & mobility items with 2 4-point rating scale and 5 self-care
items with a S-point rating scale,

We used the crosswalk developed by Mallinson et ai™ to construct comparable admission and
discharge functional scores for the postacute care settings.”™ The scores at admission and discharge
for mability and self-care are reported on a scale of O to 100 points, with higher scores indicating
greater functional status. This method has demonstrated efficacy in several settings.'s”

Covarlates

Patient characteristics included age at admission to IRF or SNF (ie, 66-69, 7074, 75-79, 80-84, or
=85 years). sex, race/ethnicity {ie. non-Hispanic white. non-Hispanic black, Hispanic, or other).
length of stay (LOS} in acute care {ie, 1-3, 4-7 8-11, 1225, or =26 days), Medicaid eligibility, type of
stroke (ischemic or hemorrhagic) and any stay in intensive care. The racefethnicity variable was
defined by the CMS and was included because some outcomes differ among racialfethnic groups '®
The 30 most frequent CMS Hierarghical Condition Categones for comorbidities were identified
through diagnoses on the inpatient claims from the previous year and the secondary diagnoses
during the index stroke hospitalization (eTable 4 and eTable 5 the Supplement).'® In addition. we
added 6 diagnoses related to cognitive function (eTable 6 n the Supplement). Hospital
characteristics included location {urban or rural), hospital type (ie, for-profit. nonprofit, or other),
presence of swing beds (yes or no), rehabilitation unit within hospital (yes or no), teaching hospital
{yes or no), number of stroke discharges from the index hospital in the same year of the index stroke
discharge, and number of beds in index stroke hospital
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Outcomes

The outcomes were changes inmobility and self-care scores during the IRF o SNF stay. As a control
outcome, we assessed mortality between 30 and 365 days after hospital discharge. We selected this
outcome to assess how well the analytic techniques controfled for any differences in underlying
health status between patients admitted to 1RF or SNF, The assumption was that mortality In this
time frame would be closely linked Lo health status and minimally associated with the type of facility.

Statistical Analysis

Data were analyzed from Janwary 17, 2012, theough Apnl 25, 2019, We began with unadjusted
bivanate analyses of all variables compared across IRF and SNF settings. We used several analytic
approaches to control for potential confounders across IRF and SNF settings, including multivariable
analysis, inverse probability weighting with propensity scores and instrumental variable analyses.
The multivariable approach used ordinary least squares, adjusting for covarlates. Next, we wsed
inverse probablity treatment weighting wath propensity scores with and without multilevet
adjustment

The propensity score was generated wath a logistic regression model using an average
treatment effect estimation™ that incorporated ail covariates listed in eTable 4 and eTable 5 in the
Supplement. If any covariates in the propensity score model were not balanced, we additionally
controlled for those covariates in the outcome models. Next, we used hierarchical general inear
mixed-effects models to account for patients nested within hospitals. Additionally, we used ordinary
least squares models with inverse probability treatment weighting, with propensity scores also
adjusted for unbalanced covanates. to compare functional status outcome (ie, mobility and self-care)
at discharge from IRF or SNF.

We used instrumental variable analysis to adjust for unmeasured confounders across patients
and facilities, *' The instrumental variables included difference in the distance from the acute care
haspatal to the nearest IRF vs the nearest SNF, difference in the distance from the beneficiary's
residence to the nearest IRF vi nearest SNF, number of stroke patients discharged to an IRF in the
hospital referral region (HRR) i 2013 through 2014, and the previous discharge location assignment
{IRF or SNF) for patients with the same type of stroke from the same acute care hospital {eTable 7
and eTable 8 in the Supplement). We estimated the parameters using 2-stage least square
regression.2>'2* For the controt outcome of 30- to 365 day mortality, the parameters were estimated
from 2-stage residual inclusion models because the outcome was dichetsmous. Lastly, we calculated
E-values for molbulity scores, self-care scores, and mortality between patients admitted to IRF or SHF,
to assess the potential magnitude of unmeasured confounding that might have produced the
results.™ Data were analyzed using SAS slalistical software version 9.4 (SAS Institute). P values were
2-taled, and statistical significance was set at less than .05,

Results

A total of 99 185 patients with stroke from 3405 hospitals were incfuded in the study, including
66 082 patients (66.6%) who recesved stroke rehabilitation in an IRF and 33 103 patients (33.4%)
who recerved stroke rehabilitation i an SNF, Table 1 presents the baseline differences in the patient
characteristics between those admitted to 1RFs or SNFs. A higher proportion of women were
admitted to SNFs (21466 [64.8%) women) than IRFs (36 462 [55 2%] women} (P < .00V). Compared
with patients admitted ta IRFs, patients admitted to SNFs were older (mean {SD] age, 79.4 [7.6] years.
vs 83.3 [7.8] years; P < 001, had longer hospital LOS (mean [SD], 4.6 [3.0] days vs 5.9 [4.2] days:
P < 001}, and had more comarbidities {mean [SD), 2.8 [2.0] comorbidities vs 3.3 [21] comorbidities;
P < .DON(Table 1, eTable 4 inthe Supplement}. The LS in SNFs was more than 2-fold that in IRFs
(mean [SD]. 38.1(24.1] days vs 15.2 [7.3) days).

‘table 2 presents the unadjusted molslity and seif-care scores at admission and discharge for
patients in IRFs and SKFs. along with the change in scores between admission and discharge
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Table 1. Characteristics of Patients Admission to [RF and SNF

Patients, Mo. (X)

ATTACHMENT 12

Variable IRF (n » 66082) SHF [n = 33103) #Value®
Age. mean (5D), y* 79.4(7.6) 833(2.8) <001
66-69 7953412.0) 1869{5.6)
70-74 11994 (18.2) 3244 {9.8)
75-79 1342120.3) 4931(14.9)
30-84 13931211) 6978(21 1)
285 18777 (28.4) 16081 (48.6)
Sex
Men 29620 (44.8) 11637 (35.2)
Women 36462 (55.2) 21466 (64.8) LB
Race/ethnicity
Non-Hispanic white 52826 (79.9) 26775 (80.9)
Mon-Hispanic black 5L 3915(11.9)
Hisparic 3202 (49) L1} a2
Other 2301 (3.5) 1042 (3.1}
Sbreke type
Techemic SEET2(80.1) 20272(88.4)
Hemorrhagic 7218 (10.9) 1B31{11 6) o0
Length of stay in acute care, mean {S0), d® 46(3.0) 5.9(4.2} <001
13 78099 (42 5) 9721 (29.4)
47 29996 (45.4) 16403 {49.6) Abbrevistions: CCU. cardiac care uail: WU, intenghve
a1l 583988} 4350 (13.3) care unit; IRF, inpatient rehabililation facilities; SNF.
shfled nursng facilines.
1225 1066 (31} 2403 (7.3)
* Based on x” test.
226 g2401) 184 (0.6) . )
Admission function score, mean {50)° e
i Scores were scaled on O- to 100-point scales. with
Mobility? 442(1.4) 40.8(9.4) ool higher scores indicating greater functional status.
Self-care® 45.0(11.1) 4135017 <001  Mobility scove for IRF measuredthe leved of help
No. of comorbidities, mean {3D)* 28020y 332 1) =001 needed for transfer to bed. chair, or wheelchair,
Medicaid eligible 10454(15.8) 7222(218) .001 transfer to toflec, transfer tub of shower, locomation
Stayedin XU or CCU 19195 59.3) 17178(5L.9) <001 r:xmm::zmmm‘:ﬁ
Urban haspital 60114 {210} 8207(85.2) =.001 needed for bed mobility, transter, walking in a room,
Hospital type watkingin a corridor, locomotion on the unit. and
For-prolit 9480(14.3) 4074412.3) locomation off the unit.
Nonprofit 48B15(73.9) 24848(75.0) <001 ) m"wéi"” "'““';;:'"::“" help
Other 7787 (1.8 4181{12.6) tones bo:;';:;‘gz:::"‘m a'::id:::':w
Swing bed 17102.6) 202316.1) <00 SNF, seif care score measured the fevel of help
Rehabilitation unit in (RF* 40742 {61.7) 14657 (44.3) <001 needed for dressing, eating, todlet use, personal
Teaching hospltal 34919 (52.8) 15858 (47.9) <01 hygiene. and bathing.
Stioke discharges, No.. mean (SD)Y 248.0(175.9) 2187 (174.8) <001 ¥ Indicates a sehabilitation unit that fs pait of an xule
Hospital beds, No., mean (S0}* 463.00329.2) 414.2(332.0) <001 care hospital r;"::;’“"'f“’"w"'
Table 2. Unadjusted Admission and Discharge Resists
WMean (95% I}
RF SHF
Score Mohitity Self-care Mobility Self-care
At adrmissian 44.2(44.1-44.3) 45 0(44.9-25 1) 40.8 (40.7-40 9) 418{41 7-419)
Al discharge 55.8(55.7-55.9) 58.6{58.5-58.7) 44.4(44.3-44.5) 45.1 (45.0-45.2) . A e —
Change 1160115-117) 13.6{13.5-137) 35(3.4-3.6) 32(31-3.3) SNF, shiled rursing faci s,
£ JAMA Retwork Open 2019.2(12) 21916646 do: 101001 Rmanetworkopen, 201916646 December 4.20019  Sf12
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Compared with patients in IRFs, patients in $NFs had lower mean scores for mobility (44,2 [95% CI.
44.1-44.3) points vs 40.8 [95% CI, 40.7-40.9] points} and self-care {45.0 [95% CI, 44.9-451] points
v$ 41 8 [95% CI, 41.7-41.9) points) at admission and for mobility {55.8 [95% C), 55.7-55.9] points vs
44 4 [95% Cl. 44.3-44.5) points) and self-care (58.6 [95% €I, 58.5 58.7] points vs 45.1 [95% C1, 45.0
45.2] poirts} at discharge. The changes in mobility and self-care scores were substantially greater
armong IRF panients. For maobility, the change was 11,6 (55% €I, 11.5-11.7) points for patients in IRFs vs
3.5 (95% Cl, 3.4-3.8) points for those in SNFs. For self-care, the change was 13.6 (95% CI, 13.5-13.7}
poinits v 3.2 (95% Cl, 3.1-3.3) points.

After applying propensity score weights, most demographics and comorbidities were balanced
between IRF and SNF (49 of 52 variables [94.296)) (eTable 4 and eTable 5 in the Supplement). Table 3
presents stroke outcomes by mability and self-care discharge scores for patients in IRF or SNF.
Regardless of covariate adjustment method. the patients with stroke who were discharged from IRF
had higher mobility and self-care scores than those discharged from SNF. in multivariate adjustment
analysis, the mean {SE) difference in scores between patients from IRF vs SNF was 7.8 (0.05) points
tor mobility and 9.7 (0.06) points for self-care. In the multilevel multivariate propensity score inverse
probability of treatment weighting model, the mean (SE)} difference in scores between patients from
IRF vs SNF was 8.0 (0.04) points for mobility and 9.9 {0.05) points for self-care. Results of
instrumental variable analyses are summarized in Table 3 and show similar results. including by
differential distance from acute care hospital to nearest IRF or SNF (mean [SE] difference: mobility
score. 8.2 [0.34] points; self-care scare. 9.8 (0.39] points), by differential distance from patient’s
residence to nearest IRF or SNF {mean [SE] difference: mobility score, 5.6 {0.63] points; self-care
score. B 7[0.72] points}, by percentage of IRFs within the acute hospital HRR {mean [SE] difference:
maobility score, 10.4 [0.21] points; self-care score, 11.9 [0.25) peints), and by previous IRF or SNF
assignment by stroke type withun each hospital (mean [S£] difference: mobility score, 9.2 [0.30]
pomts; self-care score, 10.7 [0.34] points). In all models, the changes in mobility and self-care scores
for those discharged from IRFs were at least 2-fold those for patients discharged from SNFs.

In order to assess the ability of the vartous analytic techniques to adjust for unmeasured
confounders, we assessed mortality between 30 and 365 days as a control outcome (Table 4) In
unadjusted analyses, patients with stroke who were discharged from IRF had lower mortality than
those discharged from SNF (17 5% vs 30.5%, OR. 0.48 [95% C!. 0.46-0.49]). Adjustment for patient
and hospital characteristics in a multivariate adjustment model increased the OR to 0,72 (95% C),
0.69-0.74), which was similar to results of the inverse probability weighted propensity models

Table 3. Change in Score From Admisslon to Discharge in IRF and SNF

Score: Meam (SE) S RERT
IRF SNF Difference

Analysis Mobility Sell-care Mobility Self-care Mobitly Self-care
Estimation meihod
Unadjusted 11.6(003) 13.6{0.04) 3.5(003) 3.2(0.09) 8.0(0.05) 10 4 (0.06)
Multivariate adjustment 11.5(0.03) 13.4{0.03) 3.7 {0.04} 317(0.05) 75(00%) 9 7{0.06)
Propensity score models
Multivariate IPTW adjustment” 11.5(0.03} 13.4(0.03) 315{003) 34(003) 8.0(0.04) 9.9{0.405)
Muttidevel multivariate IPTW adjusiment 11.4{0.03} 11.2{0.04) 14(003) 34{004) 8.0 04 99{00%)
Instrumental variable analysis
Differential distance fram acute to nearest IRF or SNF 11.7{0 11} 13.4{0.13) 14023 316(0.26) 8.2(0 34) 9.8{0.29)
Dilterential distance from beneficiary Lo nearest IRF or SNF 10.8{0.21) 13.1(0.24) 5.2 (0.42) 440 a8) 5.600.63) 8.7{0.72)
Percentage of 1RFs within acute hospital referral region 12.4{0.07) 14.2{D 09} 2.0(0.14) 22{0.16) 104{021) 11 9{0.25)
Previcus IRF or SNF assignment by stroke type within each hospital 120{0.10) 131.7{0.12) 2.8(0.20) 30(0.23) 92{0.310) 10.7 (0,34)
Abbreviations. IPTW, inverse probabdity of treatment weighting: IRF, inpatient mobility score (IRF mean [SDL 43.3[6.6). SNF, 437 12.0), P < 001), admissicn sell-
rehatubitation facdiy; SNF, skilled nursing facdity. care score (IRF, 44.0 [9 8]; SNF, 44.3 [14 3]; P = 00)), and hemiplea or hemiparess
* After applying propensity score weights, most graphics and stroke ¢ bt (IRF, 43.7%: SNF. 42.7%: P » .02)

were balanced between IRF and SNF {49 pul of 52 variables), except for admission
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(adjusted odds ratio, 0.75 (95% €I, 0.72-0.77]). In contrast, the 4 instrumental varizble models
resuited in odds of mortality closer to 1.0, with ORs ranging from 0.92 (95% CI, 0.76-111) when
adjusted for previous IRF or SNF assignment by stroke type within each hospital to 1.25 (95% CI,
0.88-1.76) when adjusted by differential distance from patient’s residence to the nearest IRF or SNF
(Table 4)

Lastly. for each outcorme, we calcutated the E-value to assess the minimum strength of
association that an unmeasured confounder would need to have with the outcome and postacute
care setting Lo eliminiate the assaciation between postacute care setting and each outcome (eTable 9
in the Supplement}. The lower confidence limit of the E-value was 4.0 for the change in mability and
4.2 Tor self-care scores. E-values this large indicate that the association between function score
change and postacute care setting we observed was strong.'®

Discussion

Currently. the decision-making process In selecting postacute care services is heavily influenced by
nonclinical factors, ™ * This is shown by the substantial geographic variation in the proportions of
patients with stroke discharged to IRFs or SNFs.? The choice is sssocialed with measures of
availability, such as distance to the nearest facility * The association of IRF vs SNF use with these
nonctinical factors allows investigators to use them as instruments in an instrumental variable
analysis, which should better control for unmeasured confounders that might be influencing the
choice of IRF vs SNF.

Comparative research related to functional outcomes for persons with stroke recerving
rehabilitation in IRFs vs SNFs is limited. to our knowledge. Arecent systematic review reported better
functional outcornes and higher costs for patients in IRFs cormpared with those in 5NFs and
emphasized the need for additional research.” Limited research has reported generally better
functional outcomes associated with patients in IRFs vs SNFs after a stroke.***"* The findings of
our study support this trend, In the 4 instrumental variable modets, the differences inimprovement
in mobility scores between IRF and SNF patients between S and 10 points and for self-care scores.
the difference was between 8 and 12 peoints. A 10-paint difference in self-care in an IRF is the
difference between a patient rating of needing maximal assistance vs needing supervissan. Maximal
assistance requires another person ta physically assist the patient. Needing supervision simply
involves another person being present to monitor the activity but not provide physicat assistance
unless required. Patients at the level of needing supervision are usually ready for discharge to home,
while patients needing maximal assistance will require continued institutional carg of in-hgme
nursing support after discharge fram postacute care X

Wa also found differences in functional cutcomes between IRF and SNF using logistic regression
and propensity scores. However, the inability of mare analytical techniques to eliminate the

Table 4. 30- to 365 Mortality From Hospitat Discharge Between IRFs and SNFs

Analysis Odds Ratio (95X C1}
£stimation method
Unadjusted 0.48 (0.45-0.49)
Multivariate adjustment 0.72{0.69-0.724)
Propensity scare model
Muftivariate IPTW adjustment 0.75(0.72-0.77)
Multilevel mullivariate IPTW adjustment 0.72{069-0.74)
Instrumental variable
Dilferential distance Irom acute to nearest IRF or SNF 1.0t {0.82-123)
Differential distante from beneficiary 1o nearest IRF or SNF 1.25 (0.38-1 76}
Percentage of 1RFs with the acute hospital referrat region 1.02 (0.89-1.17) ‘“”:"““‘::’F’ L ‘"":“: ‘L"""“""'::;I::";:'F“
Previous IRF or SNF ssignment by siroke type within each hosptal 0.92(0.76-111) shl:d m‘:smg-fagli\ies. ST
6 JAMA Network Open. 2019.2(12}.e1916646. doi 101001 /jamanetworkopen 201916646 December 4,201 712
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differences in the control cutcome of all-cause mortality between 30 and 365 days suggests that
those approaches did not eliminate selection biases. This pattern s consistent with prior comparative
effectiveness studies using abservational data™® and reinforces the view that such techriques
should be avoided in the face of strong selection bias.

Our study adds to the accumulating sclentific literature that better functional outcomes, such
as mobility and self-care, are associated with discharge from IRFs vs SNFs among stroke
survivors. *723'3 This has not been true for other conditions, such as hip fracture or joint
replacement.>* A study by Mallinson et al>* comparing mobility and self-care outcomes, which were
measured in the same way as in our study, among patients with hip fracture receiving rehabifitation
from IRFs, SNFs, or horme health agencies found no statistically significant differences in fully
adjusted models. The difference in findings between the Mallinson et al study™ and our study could
be related to many factors. We believe the difference in conditions (ie, hip fracture and joint
repfacement v stroke) is the most plausible explanation.

Stroke is a complex neurclogical condition affecting multiple body systems and requiring
Intensive rehabilitation from several disciplines with different areas of expertise. An IRF is designed
to provide intensive rehabilitation to complex patients who need specialized care. To effectively and
safely implement unified payment in postacute care,? it will be necessary to recognize differences
in the rehabilitation needs of patients with stroke and other complex conditions, The CMS 60% rule
identifies 13 diagnostic conditions that classify a facility as an IRF for Medicare reimbursement. >
Stroke is the largest category of these conditions, with 20.5% of all patients in IRFs in 2017.%

The instrumental variable analyses in this study describe the outcomes of the marginal patierit,
that is, those patients who reasonably could have been discharged either to an IRF or SNF. The
assumption is that there are patients at the ends of the spectrum whe are highly likely to be
discharged to an IRF or SNF, but that there are also patients in the middle who could go to either one
and for whom the choice is influenced by nanclinical factors, It is not possible to directly measure
the size of the poputation of rmarginal patients. In a study of Medicare spending and outcomes after
postacute care for stroke and hip fracture, Buntin et a*® estimated the percentage or marginal
patients as batween 20% to 30% of patients with hip fracture or stroke. One way to estimate the size
of the marginal patient population is to examine the distribution in variation in percentage of patients
with stroke discharged to an IRF or SNF among HRRs. The assumption is that the underlying health
of patienis with stroke would vary somewhat among HRRs, but not markedly. and that the variation
reftects local availability of the 2 types of facilities along with other medical cultural issues. Our
findings are similar to what Bunitin et al*® estimated as the percentage of patients with marginal
stroke and hip fracture. Our findings and the research of Buntin et a'® indicate that it may be
possible to improve our ability to identify appropriate candidates for the high-intensity. specialized
services provided in IRFs.

Additional research is necessary to confirm our findings and to identify whether any of the other
13 conditions identified by CMS as priority diagnoses for receiving servicesin IRFs (the 60% rule) may
also show differences in furctional outcomes based on treatment in [RFs vs SNFs. Our findings also
have implications regarding the IMPACT Act 3 Studies that compare functional outcornes for all
patients discharged to postacute care may be missing treatment effects that appear only in some
impairment groups requiring the intense or specizlized rehabilitation available in IRFs.*” For many
hospital discharges, the postacute care setting may not matter, but our results suggest that, for at
least one-third of patients with a stroke, discharge to an IRF vs SNF was associated with a significant
difference in self-care and mobility at discharge

As the IMPACT Act® and unified payment are implemented. it will be important to accurately
identify subgroups and target patients who would do better in one setting vs another. The current
M5 rutes for identifying priority patients for 1RFs are a good start, but challenges remain, such as the
large disparity in the availability of IRFs vs SNFs. Another concemn is the current cost differential
between postacute care settings. The Medicare Payment Advisory Commission reports®3?
consistently demonstrate that IRF costs are higher than those of SNF and home health. in 2 unified
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payment system, there would be financial incentives to shift high-cost patients, such as patients with
stroke and other complex medical conditions, Lo fower-cost postacute care options, Effective
administrative oversight wil be required to ensure patients receive the appropoiate care in the

right setting,

Limitations

This study has limitations, Our findings are based on Medicare files for IRF and SNF settings only and
are not applicable to stroke rehabilitation in other postacute venues {eg. home health care. long:
term care hospitals, or outpatient care). We were not ab¥'e to examine cognitive function before and
after the stroke, strake severity, or location of the strake, The number of items to measure cognitive
furiction in the IRF and SNF assessment protocols are small. and our preliminary analyses 1o develop
a cocalibrated crosswatk revealed low precision,'®® instead, we included diagnoses associated with
cognitive dysfunction in the comorbidities that were controlled for (eTable 6 in the Supplement).
The development of a standardized measure of cognitive function is an impartant area for future
research and is included as part of the IMPACT Act.? Previpus investigations have consistently
reported that the costs for rehabilitation services provided in SNFs are significantly lower than in
IRFs, @ven when the longer LOSs associated with SNFs are considered.* 26 We did not conduct cost
camparisons or cost benefit analyses associated with outcomes across the 2 postacute settings. This
15 an important topic for future research

Conclusions

This cohort study found that Medicare beneficiaries who receved services at an IRF after a stroke
demonstrated greater improvement in mobility and self-care compared with patients whao received
inpatient rehabilitation at a SNF. A significant difference in functional improvement remained after
accounting for patient, clinical, and facility characteristics at admission. Our findings indicate the
need tocarefully manage discharge to postacute care based on the patient’s needs and potenttal for
recovery. Postacute care reform based on the IMPACT Act? must avoid a payment system that shifts
patients with stroke who could benefit from ntensive inpatient rehabilitation to lower cost settings
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Synopsis of Key Findings

We found that patients treated in 1RFs had better long-term
clinical outcomes than those treated in SNFs following the
implementation of the revised 60% Rule. We used Mcdicare
fee-for-service claims data to compare the clinical outcomes
and Medicare paymenis for patients who received

rehabilitation in an inpatient rehabilitation facility (TRF) to administrative claims _
clinically similar matched patients who received services ina *  The focused. intense, and standardized rehabifitation fed

skilled nursing facility (SNF), by physicians in IRFs is consistent with paticnts
achteving significantly better outcomes in a shorter
amount of time than paticnts treated in SNFs.

¢ This study serves as the most comprehensive national
analysis 1o date examining the long-term clinical
outcomes of clinically similar patient populations
treated in [RFs and SNFs. wtilizing a sample size of
more than 100,000 matched pairs deawn from Medicare

= Over atwo-year study period. IRF patients who were
clinically comparable to SNF patienis, on average:'

+  Returned home [rom their initial stay two weeks When patlents are matched on demographic and clinical
earlier characteristics, rehabllitation In IRFs leads to lower

*  Remained home nearly two months longer mortality, fewer readmissions and €8 visits, and mare

*  Stayed alive nearly Lai months longer days at home {not In a hospital, IRF, SNF, or LTCH) than

+  Ofmatched paticnts treated.” rehabilitation In SNFs for the same conditlon. This

*  [RF patients experienced an 8% lower mortality suggests that the care delivered is not the sama

"“.B G RSO LE 2l U TR between IRFs and SNFs. Therefore, different post-acute
aticnts
. II:’RF patients experienced 5% flewer emergency i i g Patlcrt QORI S

L LRI b than SNE patients Matched IRF and SNF Patlents: Ditference in Mortality Rate' across Two-Year

= For five of the 13 conditions, [RF patients Study Period and Resulting Additional Days Alive® During Episade®
expenienced significantly fewer hospital X -
B 78
readmissions per year than SNF patients [Py — -
on g Drierd 1% B
*  Better clinical outcomes could be achicved by treating “"""1‘ e —— 67
R R R T . P Fracture *—. 5%
paticms in an IRF with an additional cost to Medicare HipfKnee Replacemert R § _
o 4 * ]
of $12.59 per day (while patients are alive during the hisjor Med-cal Complenity I n
A L \ Major Muttiple Traumz I e— 15
two-year study period), across all conditions. Heurologkal Disorders I me— 44
Other Orthovedst s semm— 33
Matched IRF and SNF Patients: Number of Days during Initial Pam | ESe— 0
Rehabilitation Stay and Number of Days Treated in the Horma** Putmanary Duarder: | e—— 41
" Spinal Cord inpury [ e — 35
13 A ¥
Matched IRF R - .
i Matched IRF e =
i & Patients are b . e - -
3 Discharged Patlents 2 7 .
in R . OvHeisaim in Mortality Rate scrasa Trmo-voar Eprode (IRF SN1)
H 14 days emain at = Additer s Avesage Days of Life with IRF Care
Home 51
§ w Earlier *Drference = the mortality 1ate of matched IRF patients to matcied SHF patients ove the two-
2 Days Longer year study perbod. At 2 result of the lower mortalty rate, addktional average davs of life represent
g 10 the difference in the average epriode kagih (aftes siountng for mortalty) 200048 groups {IRF
g SNFs average eprsode bength in days Mitws SNF).
. 531 are y g at ped 0001
Days 1 Bferances e sausiically sagruficant at g<0.0001 with th of the number of resta pes year.
= which 2re sagricant a1 el D1 for fve of the 11 candrians
*Days treated in the home represents the average fcmber of days per patient over two- ¥ Defferunces aee ttatistically sigreficant at pel 0001 with Uve exceplion of maror muRiple Uravma, whech i
year study penod not sper in 3 honpreal, iRFSNF, or LTCH vigraficant at prc 001

Source: Dobson | BraVanrs analysis of reseanth dectdiable 20% wamphe of Medcare benefxianet.
T00%- 2009,

Dobson DaVanzo & Associates, LLE 450 Maple Avenue East, Suite 303, Vienna, VA 22180 703.260.1760 www.dcbsondavanzo.com
© 2014 Dobson Davanzo & Assocates, LLC All Rights Reserved

ATTACHMENT 12
PAGE 64 OF 74

s Page 141 ————————



Purpose of the Project
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 12
Purpose of the Project

Dobson|DaVanzo

The Issue

To qualify for Medicare payment under the IRF prospective
payment system (PPS) at least 60% of an IRF's admisstons in
a single cost reporting period must be in one or more of 13
CMS specified clinical conditions (“"known as the “60%
Rule™}).! As a result of this policy, some Medicare
beneficiaries with cenain conditions previously treated in the
IRF are now (reated in an allernative sclling, such as a SNF.
The Medicare Payment Advisory Commission (MedPAC)
found, for instance. that the proportion of IRF patients treatcd
for lower joim replacements decreased by 16%, while SNF
admissions of this diagnosis increased by the same rate
between 2004 and 2011.7

There is o significant difference in medical rehabilitation care
practices between the two settings.’ Treatment provided in
IRFs is under the dircction of a physician and specialized
nursing staff.! Care plans arc structured. focused, and time
sensitive to reflect the pathophysiology of recovery, aveid
patient deconditioning. and maximize polential functional
gain. On the other hand, SNFs exhibit greater diversity in
practice patterns with lower intensity rchabilitation,” possibly
duc to limited presence of an onsile physician and no
regulatory rehabilitation standards.

i =

The Implication of the 60% Rule on [ong-term
| beneficiary health outcomes and health care utilization
has not been thoroughty investigated.

Despite himited information concerning the rule's effect on
beneficiaries. policymakers are considering revistons to [RF
payment policy. One revision would raisc the current
compliance threshold from 60% to 75%, a more restrictive
standard. Under a sccond proposal, MedPAC is developing a
recommendation to reduce the difference in Medicare
payments between IRFs and SN¥Fs by reimbursing IRFs the
SNF payment rate for theee specific clinical conditions, some

of which are included in the 13 conditions under the 60% Rule:

major joint replacement without complications or
comorbidities (CC). hip fracture with CC, and stroke with CC.

About the Study

The ARA Rescarch Institute (an aftiliate of the American
Medical Rehabilitation Providers Association - AMRPA)
commissioned Dobson DaVanzo & Associates, LLC o
conduct a retrospective study of IRF patiems and climeally
similar SNF paticnts to examine the downstream comparative

* T comphand e Usteshold wat argnally 361 31 T5% and was (o be phased in oved 3 three-year period,
Bt COMERance was (Apped 41 6% lollowing the Medscare, Medicaxd, and SCHIP Entarrison Al of
2007. Whis the policy has relasned ils tameiske at th “T5% Rubt”™ deapate 1he cap M 6078, this sludy
retery to i o the “60% Aule™

7 Medicare Payrent Advhiory Commasion (kedPAC). 2013 Report o Congress: Medicare Payment
Polwry Wathingion, B.C.

xenh RA [1997) h ion, Arch Phyd 50, 1269-1283.

* Harvey RL [2010, lanuary) Inpatend peratA post-sighe care. Momoged.

* Deleng G, Histh C, Gassaway ), et al. {3009). Characterinng rehabibtatron services for patwests wih
knes and hip n shufed g ¥: ind mpatrent Eacilaies_ Argh Phrys
Mad Rehabd 90; 12691283
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Conglusions in Bref:

* The care provided in IRFs and SNFs differs, as patients
treated In IRFs experienced different outcomes than
matched patients treated In SNFs.

» Patients treated In a SNF as a result of the 60% Rule who
could have otherwise been treated in an IRF might be
adversely atfected by an Increased risk of death,
increased use of factlity-based care, and more ER visits
and hospital readmissions.

« Continuation er expansion of the 60% Rule or aligning the
payment across the SNF and IRF PPSs without
understanding the impact on patient outcomes is il
advised and could negatively impact Medicare
beneficlaries.

utilization and cfTectiveness of post-acute care pathways, as
well as total cost of treatment for the five years following
implementation of the 60% Rule.

Using a 20% sample of Medicare benceficiarics, this study
analyzed all Medicare Parts A and B claims across all care
seltings {excluding physicians and durable medical equipment)
from 2005 through 2009. Patient episodes were created (o track
all health care wilization and payments following discharge
from a post-acutc rchabilitation stay in an IRF and a SNF.
Patients admitted to an IRF following an acute care hospital
stay were matched to clinically and demographically similar
SNF patients. Paticnt outcomes were tracked for two years
following discharge from the rchabilitation stay. This study
period allowed us 1o capture the long-term impact of the
rehabilitation, including meaningful differences in mortality,
usc of downstream facility-based care, and paticnts® ability to
remain at home,

To aid in the interpretation and clinical validation of this
analysis, the Dobson | DaVanzo team worked with a chintcal
expert pancl compriscd of practicing post-acute care chmicians.

Study Limitations

Medicare fec-for-service claims do net include care covered
and reimbursed by Medicaid and third-parties or detailed
clinical information. Therefore. non-Medicare services, such as
long-term nursing home stays, are not captured in this analysis
This emission may have overestimated the calculated number
of days a paticnl remained at home, and underestimated the
cost of their health care to the federal and state governments,

Additionally, the results of this study are not generalizable to
the universe of SNF patients within the siudied clinical
conditions. Analyses suggest that SNF patients who are
clinically similar and matched 1o IRF patients have different
health care utilization and Medicare payments than those who
were not matched.
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Acute Rehabilitation after Trauma: Does it ) e

Really Matter?

Decpika Nehra, MD, Zeynep A Nixon, PhD, MPH, Claudia Lengenfelder, MN, RN, CRRN,
Eileen M Bulger, MD, FACS, Joseph Cuschieri, MD, FACS, Ronald V Maier, MD, FaCs,
Saman Arbabi, MD, MPH, FACS

BACKGROUND: The impacr of post-discharge rehabilitation care for the trauma patient remains poorly
investigated. Here we describe the functional ourcomes of crauma patients discharged to an
inpatient rehabilitation facility (IRF), and compare the likelihood of discharge home, 1-year
rehospitalization, and 1-year moreality between patients discharged to an IRF and a
propensity scorc-maiched cohort of patients nor discharged wo an IRF.

STUDY DESIGN: The Washington State Rehabilication Registry was used 1o collect dara for all trauma patients
discharged to an IRF between 2011 and 2012, These charts were linked to the Washington
State I'rauma Registry and the Comprehensive Hospiral Abstract Reporting System database
to obrain detailed patient, injury, and morality data. Propensity score matching was used to
identify a control group of patients who were not discharged o an IRF. Primary outcomes
measures were improvement in Functional Independence Measure score with inpatient rchabil-
itation and the likelihood of discharge home, 1-year rehospitalization, and 1-year mortality.
Nine hundred and thirty-three trauma patients were discharged to an [RF between 2011 and
2012. Total funcrional independence measure scores improved from 63.7 (SI 20.3) w0 92.2
(SD 20.9) (p < 0.001) with carc at an IRF. When paticnes discharged 10 an IRF were
compared with the propensity score-matched conirol patients, rehabilitation was found o
significantly increase the likelihood of discharge o home (odds ratio = 9.41; 95% CI,
6.80—13.01) and to decrease 1-year mortality (odds ratio = 0.60; 95% CI, 0.39—0.92).
Acute trauna pacients should be recognized as an underserved population thac would beneht
considerably from inpatient rehabilitation services after discharge from the hospital. {J Am
Coll Surg 2016;223:755~763. © 2016 by the American College of Surgeons. Published
by Elsevier Inc. All rights reserved.)

RESULTS:

CONCLUSIONS:

Trauma is the most commen cause of significant func-
tional impairment, disability, and morality worldwide.
According to the CDC, the annual work-lost cost in the

CME questions for this article avallable at
http:/ /jacscme.facs.org

D’ 1, Ink H - Auth. h‘vﬂ hi pm dieck Tlll'mdiyjm‘”. H
Editor-in-Chicf, has nothing ro disclose.

Presented ar the Amenican College of Surgeons Commirtee on Trauma
2015 Resident Trauma Paper Comperninon. The paper won finst prire in
the climical rescarch carcgory

Received July 14, 2016; Rovised September 7, 2016; Acoepred Seprember 7,
016,
I'ram the Depariment of Surgery, Harborview Medical Center, University
of Washington (Nchra, Bulger, Cuschieri. Maicr, Arbabi), Department of
Psychology. Franciscan Health System (Lengenfelder!, Seattle, and Wash-
ingron State Department of Health, Olympia (Nixon), WA,
Corrcspondence address: Saman Arbabi, MD, MPH, FACS, Harborview
Medical Center, 325 9% Ave, Box 359796, Searde, WA 98104, email
gy

sarthahibfum b

& 2016 by lhe American College of Surgeons. Pubtshed by E'sevier inz.
All rights reserved.
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United States for injured patients who survive to hospi-
tal discharge is an astonishing $150 billion.' These
injured patients are rypically motivated and productive
members of society who almost universally desire recov-
ery of functional independence and return ro commu-
nity living and work. Helping them regain their
funcrional independence has the potential to improve
their quality of life considerably, and also decrease the
sociceconomic impact of their injuries. The care of
these injured patients does not end on discharge from
the acute care hospiral, and many of these paticnts
require ongoing rehabilitation after discharge. This
rchabilitation can occur in onc of several seetings,
including an inpatient rehabilication facility (IRF),
skilled nutsing facility (SNF), or in the outpartient
setting. The impact of rchabilitation care for the trauma
patient in these varied sertings is nor completely
understood.

htip:# A doi org/ 10,1016/ jameulisurg 2016 99001
ISSN 1073 T515/16
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756 Nehra et al Rehabilitation after Trauma J Am Coll Surg
the 2-year period between 2011 and 2012. These data
Abbreviations and Acronyms were recorded in a unique Washingron State trauma

AlS  — Abbreviated Injury Scarc

CMS = Cenuers For Medrare and Medivaid Services
FIM = Tunctional Independence Mcasure

IRF inpatient rehabiliacion faciliny

[38 = Injury Severity Scorc

LOS = lengih of stay

RR = rehabilitation registry

SNE = skilled nursing facility

TBL = traumatic brain injury

TR (rduma registry

Over the past 20 years, there has been a nearly 50%
decrease in the number of trauma patients discharged to
rchabilitation centers in the state of Washingron, with a
similar trend on the national level. Today, only approxi-
mately G% of all hospitalized rrauma patients in Washing:
ton State are discharged to an IRF." No studies to dare
have evaluated the effect of inpatient cchabilication after
traumacic injury on functional eutcomes and the likeli-
hood of subsequent discharge home. Recent evidence
does, however, demonstrate that the post-acute care
sctting can be predictive of long-term outcomes for
trauma patients. Specifically, Davidson and colleagues,
demonstrate thar trauma patients discharged w 2 SNF
are more likely to die after discharge compared with
patients discharged home. In contrast, patients discharged
to an IRF do not have an increased risk of post-discharge
morralicy. Despite this, we know from Ayoung-Chee and
colleagues, ' that in the recent past there has been a consid-
erable increase in the number of irauma patiencs
discharged to SNFs compared with [RFs.

In the state of Washington, we now have in place a
unique rehabilitation registry that contains demographic
and functional outcomes data for all rrauma pariencs
discharged to any onc of the state’s 14 IRFs. Empowered
with the ability to track the progress of trauma patients
through their rehabilitation course, we sought to describe
the characteristics and immediate outcomes of a cohorr of
trauma paticnts who received care at an IRF, and to deter-
minc the likelihood of eventual discharge hame and the
likelihood of rehospitalization and death within 1 year
for trauma patients who received post-discharge care at
an IRF compared with a cohort of propensity score-
matched patients who did not reccive post-discharge
care ar an IRF,

METHODS

We performed a retospective cohort study of injured
paticnts of any age who were weated inclusively at any
of the 14 IRFs within the state of Washington during

rehabilitation regisiry (RR} thac includes basic demo-
graphic data and functional outcomes as measured by
the Funcrional Independence Measure (FIM) score.
Patient records from the RR were linked to the Washing-
ton State trauma registry (TR}, which contains more
detailed data for all injured patients admiuted to a state-
designated trauma hospital {Levels [ to V). Washington
State does not reguire thar isolated hip fractures in
patients older than age 65 years be reported, and primary
burn patients were excluded.

The FIM score is a widely used functional assessment
scale and has been well validated in the trauma popula-
tion,' " It consists of 13 motor (cating, grooming, bathing,
upper body dressing, lower body dressing. toileting,
bladder management, bowel management, bed o chair
transfer, toilec transfer, shower transfer, locomotion,
stairs) and 5 cognitive {cognitive comprehension, expres-
sian, social interaction, problem solving, memery) irems
designed to assess the amount of functional assistance
required for a person to perform basic life aceiviries.
Each activity is scored on a saale of 1 1o 7, resulting in
a total FIM score from 18 to 126, a motor FIM score
from 13 w 91, and a cognitive FIM score from 5 1o
35. Admission and discharge FIM scores were available
for patients in the RR. The modified FIM score is a
simplified version of this functional assessment thac
consists of a 4-point scoring scale assessing locomotion,
feeding, and expression, tesulting in a ol modified
FIM score of 3 ta 12." The modified FIM score is a
variable encoded in the TR and was available for all
patients at the time of hospital discharge.

Paticnt demographics, injury-specific dara, and details
abourt the initial inpatient hospitalization were recorded
for all injured paticnts discharged 10 an IRF in Washing-
ton State berween 2011 and 2012, This was compared
with all trauma paticnts in the TR during the same
period. For patients weated ar an IRF after discharge
from the hospital, ICD-9 codes from the TR were manu-
ally translated into one of several injury caregories: trau-
matic beain injury (TBD), orthopaedic injury (vertebral
fracture and/or extremity injury), thoracic injury, abdom-
inal injury, and spinal cord injury. For patients rreated ax
an IRF after discharge from the hospital. FIM scores at
the time of admission to, and discharge from, rehabilita
tion were recorded.

Propensity score matching was used to identify a com-
parison cohort of paticnts within the TR who did not
receive care at an [RF, despitc the same propensity to
receive care at an IRF as those who did. Factors used
for the propensity score matching included age, insurance

ATTACHMENT 12
PAGE 67 OF 74



Purpose of the Project
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 12
Purpose of the Project

Yol. 223, No. 6, December 2016

Nehra et al Renabilitation after Trauma 167

status, mechanism, Injury Severity Score (ISS), Abbrevi-
ated Injury Scote (AIS), emergency department Glasgow
Coma Scale, Charlson Comorbidity Index, numbes of
operative procedures, mechanical ventiladon, ICU admis-
sion, hospical length of stay (1.OS), and modified FIM at
discharge from the hospiral.

The RR and TR were linked to the Comprehensive
Hospital Abstract Reporting System dacabase and to che
Washington state deach registry using Link Plus, a prob-
abilistic record linkage software program developed ar the
CDC. Muliiple imputation was used to account for any
variable thar was missing with a frequency of >5%.
Multivariable regression analyses were used to determine
the effect of several factors (ic age, mechanism, ISS,
AIS, emergency department Glasgow Coma Scale, Charl-
son Comaorbidity Index. number of operative procedures,
mechanical ventilation, blood product transfusion, ICU
admission, hospital LOS, modified FIM ar discharge,
and discharge 1o an IRF) en the likelihood of discharge
home and the incidence of 1-year unplanned rehospitali-
zation and morualiry. Logistic regression with odds ratio
was used to predict the discharge outcomes. To account
for deaths in the rehospitalization analysis, a compering
risk regression analysis was performed using post-
discharge deaths as the competing risk faccor, and
adjusted  sub-hazard ratios  were  caleulared.  Post-
discharge morrality was assessed using a Cox proportional
hazard model to provide an adjusted hazard rario.

All statistical analyses were performed using STATA
sofrware, version 13.0 (Stata Corp). Two-sided tests of
significance (Z-test and Student’s stest) were used when
appropriate, and results were considered significant with
a p value <0.05.

RESULTS

In the 2-year period fram 2011 1o 2012, there were 1,283
patients recorded in the TR as being discharged 10 an
inpatient rehabilitation cenrer after hospiralization for
injury. During the same time period, the RR had records
of 2,646 patients categorized as being cared for at a reha-
bilitation facility after an acute injury. The discrepancy
was largely due to seme erroncous reporting of nonin-
jured patients to the RR by a few rehabilication centers.
These records were screened and truly injured patients
reporied in the RR were linked 1o specific patients within
the TR. With this, a total of 1,011 injured patients from
the RR were successfully linked 1o the TR. After excluding
18 pasients with isolated burns, there were 993 trauma
patients that could be reliably tracked from their initial
injury through their inpatient rehabiliation. During
the same time period, there were 51,464 cwtal patients

Page 145

hospiralized for treatment of a traumatic injury in the
state of Washington.

Descriptive characteristics of patlents discharged
to an Inpatient rehabllitatlon facility compared with
the genera! Washington State trauma population
between 2011 and 2012
Iable | compares basic patient charactenistics for all
trauma patients and those who received care at an IRF
in Washington State berween 2011 and 2012, The
mean {SD} age of patients discharged to an IRF was
50.5 {23.5) years. The vast majority of paticnts had
suffered a blunt injury (94.9%). The most common
injury was TBl, with 595 (34.2%) patients sustaining
an isofated TBI and another 240 (25.7%) suffering a
TBI in conjunction with ancther major injury. Mean
{SD) IS8 for patients discharged to a rehabilitation facility
was 19.8 (11.8) with 53.9% having an ISS between 9 and
24 and 36.0% having an ISS of >25. Head AIS was >3
for 46.9% of paticnts discharged to an 1RF; and AIS for
the thorax, abdomen, and extremity was <3 for the vast
majority of patients. Basic demographic characteristics
were similac berween those patients discharged 0 an
IRF and the general population during the same time
period. However, those discharged to an IRF were more
severdly injured wirh higher 188, body region AIS, and a
higher likelihood of being inwbated and admitted 1o
the ICU. Additionally, patients admitced to an IRF had
lower medified FIM scores at the time of hospitl
discharge compared with the gencral trauma population.
Mean (SD) length of inpaticnt rchabilication stay was
19 (36) days. Patients having sustained a combined TBI
and spinal cord injury had the longest inpatient rehabili-
tation stay at 54 (97) days (I 1).

Outcomes for trauma patients discharged to an
Inpatlent rehabilitation facility

The FIM scores at admission to and discharge from an
IRF were used to detertnine improvemenc in functional
status with rehabilitation. Total FIM  scores (SD)
improved by 29 (17.0) points (45%), from 63.7 (20.3)
to 92.2 (20.9) {p = 0.001) wich the majority of this
improvement occurring in the motor category (mean
[SD] A motor FIM 24.6 [14.6], 60% increasc;
p = 0.001) compared with the cognitive category
(mean [SD] A cognitive FIM 4.6 (5.7), 20% increase: p
< 0.001) (Fig. 2). Improvements in FIM scores with
rehabilitation were notable across injury types {I'ip. 3
The vast majority of patients (78.2%) admitted to an
acute rehabilitation center after trauma were successfully
discharged ro home.
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Table 1. Characteristics of All Trauma Patients, Those Discharged to an Inpatient Rehabilitation Facility and a Propensity
Score-Matched Cohort of Patients Not Discharged to an Inpatient Rehabilitation Facility in Washington State Between 2011

and 2012
IRF propensity No IRF propensity
All trauma IRF* score-matched score-matched
{n - 81,484) (n = 993) cohort (n = 731) cohort' {n - 631)
Characteristic n % n % n % n %
Sex, male 30,644 59.5 678 68.3 494 69.3 390 61.8
Age
Oio 14y 6,978 13.6 36 3.6 28 3.9 53 8.4
1503y 12,421 24.1 272 7.4 189 26.5 136 21.6
35w54y 10,371 20.2 221 223 155 21.7 134 21.2
55074y 10,636 20.7 20) 26.3 191 20.8 165 26,2
75 to 84 y 5.274 10.3 138 14.0 101 14.2 66 10.5
>85y 5,779 11.2 65 6.6 49 6.9 77 12.2
Unknown 5 0.01 0 [ 0 0 0 0
Insurance
Commercial 19.699 38.3 379 38.2 284 39.8 259 41.1
Medicare 13,511 26.3 290 29.2 216 30.3 187 29.6
Medicaid 9.998 19.4 247 4.9 166 233 144 22.8
None 6,428 12.5 61 6.1 47 6.6 41 6.5
Unknown 1.828 3.6 16 1.6 0 0 0 0
Mechanism
Blunt 45,638 88.9 942 94.9 676 94.8 598 94.8
Penetrating 3.384 6.5 41 4.1 31 44 26 4.1
Orther 2,309 4.4 9 09 6 0.8 7 1.1
Unknown 75 0.1 1 0.1 i) 0 0 0
Injury Severity Score
Dw8 29,614 57.5 100 10.1 61 8.6 80 12.7
9w 15 14,599 28.4 262 26.4 164 23.0 143 22,7
16 10 24 4,182 8.1 273 27.5 181 254 152 24.2
251075 2,702 5.3 357 36.0 307 43.1 254 404
Unknown 367 0.7 1 0.1 0 0 2 0.3
AlS scorc
Head AlS >3 3,869 7.4 466 46.9 335 47.0 265 12
Thorax AIS >3 1,098 2.1 85 8.6 64 8.4 48 7.6
Abdominal AlS >3 G608 1.2 43 4.3 24 3.4 22 35
Extremity AIS >3 519 1.0 24 2.4 12 1.7 6 1.0
ICU admission, yes 9,613 18.3 713 71.8 530 74.3 453 71.8
Moechanical venrilation, yos 3.267 6.2 250 25.2 163 23.7 129 20.4
Modified FIM a1 hospital discharge
Mild dependence (FIM 11 w0 12} 20,271 39.4 286 28.8 271 38.0 317 50.4
Moderate dependence (FIM 8 o 10} 7437 14.5 350 35.3 327 45.9 198 34
Severe dependence (FIM 3 10 7) 1,338 26 121 122 114 16.0 102 6.2
Unknown 22,418 43.6 236 238 1 0.1 14 2.2
*Enrire cohon of injured patienrs discharged to an inparient rehabilitation faciliry.
'Injured patients discharged to an inpatiene rehabiliation facility who were included in propensity score matching.
Injured patients not discharged to an inpatient rehahilication faciliry identified a1 propensity score-matched cohort,
AIS, Abbreviated Injury Scales FIM, Functional Tndependence Measure; TRF, inpatient rehabilizacon facility.
ATTACHMENT 12
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Figure 1. Rehabilitation length of stay (LOS) for trauma patients discharged to inpatient rehabilitation by injury type.
All data presented as mean + SD. Abd, abdominal injury: Ortho, orthopaedic injury (vertebral fracture and/or
extremity injury); SCI, spinal cord injury; T8I, traumatic brain injury; Thorax, thoracic injury.

Comparing patients discharged to an inpatient
rehabllitation facility with a propensity score-
matched cohort of patients who did not receive
care at an inpatient rehabiiitation facllity

With the propensity score matching, 631 patients who
did not receive care at an IRF were identified as a propen-
sity score-matched cohore of control patients for compar-
ison with 731 patients who did receive care at an IRF.
Characteristics of both groups are shown in Tuble 1.

Likelihood of discharge home

Multivariable logistic regression analyses were conducted
on the combined cohort of paticnts who received eare a
an IRF and the propensity scare-matched cohort to iden-
tify predicrors of cvenmual discharge home. Older age,
penetrating trauma, hospital LOS, and moderate or severe
dependence on the modified FIM score at hospital
discharge were all associated with a lower likelihood of
discharge home. The only factor associated with a higher
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Figure 2. Total, motor, and cognitive Functicnal Independence
Measure (FIM) scores at the time of admission (o and discharge
from rehabilitation for trauma patients discharged te inpatient
rehabilitation, All data presented as mean | SD.
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fikelihood of discharge home was post-hospital discharge
treacment at an IRF, with an OR of 9.41 (95% CI,
6.80—13.01; p < 0.001) (Tubl: ). Additionally, post-
hospital discharge care at an IRF significantly increased
the likelihood of cventual discharge home for trauma
patients of all age groups {15 1o 34 years old:
OR = 41.46; 95% CI, 14.85—115.77; 35 w0 54 years
old: OR = 8.50; 95% Cl, 3.18-22.73; 55 w 74
years old: OR = 12.70; 95% Cl, 6.75-23.90; and 75
years and older: OR = 13.55; 95% Cl, 6.88—26.67).

Unplanned rehospitalization within 1 year

Laoking at the cohort of patients who received inparient
rehabilitation and the comparison propensity score-
matched cohort, multvariable competing risk regression
analysis with death as the competing risk showed thac
older age and having sustained a ground-leve! fall or pene-
trating trauma compared with a non-ground-level fall
blunt trauma were associated with a higher likelihood of
rchospitalization within | year. Care at an IRF did not
affect the likelihood of rehospiralization within 1 year
(Fable 2).

1-Year mortality

Looking at the cohort of patients who received inpatient
rehabilitation and the comparison cohort of propensity
score-maiched patients, multivariable Cox  regression
analysis was used to identify factors predictive of mortality
ac | year. Older age. penetsating trauma, longer hospital
LOS, and severe dependence on the modificd FIM ac
hospital discharge were associated with a bigher 1-year
morality. Care ac an IRF was the only factor associated
with lower 1-year morality (T.ble 2).

DISCUSSION

The inpatient mortality for trauma patients has decreased,
but post-discharge mortality has actually increased over
time, " which highlights the facc thac short-term
outcomes measures achieved during the inpatient
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Figure 3. Total Functional Independence Measure (FIM} scores at the time of admission to and discharge from
rehabilitation by Injury type for trauma patients discharged to Inpatient rehabilitation. All data presented as mean +
SD. Abd, abdominal injury; Ortho, orthopaedic injury {vertebral fracture and/or extremity injury); SCi, spinal cord
injury; TBI. traumatic brain injury: Thorax, thoracic injury.

hospitalization of the trauma patient are simply not an
adequate method for measuring trauma care success.
Functional outcomes and quality of life measures are
equally important, if not more important, than mortality,
but have rarely been evaluated. Traumatic injury has a
profound protonged impact on quality of life and the
magnitude and duration of cthis effect is often severely
underestimated.'” This quality of life is intimacely linked
with the ateainment of funcuonal independence, and
discharge to an IRF has the potential to increase the likeli-
hood of functional independence and improve quality of
life substantiaily.

Definitive studics about the optimal post-discharge rcha-
bilitation setting for trauma patients are lacking, In this
tetrospective database study of adult trauma patients, we
sought to gain a bewer appreciation of the bencfics of
post-discharge carc of the trauma patient ac an IRF. We
found that injured patients who received post-discharge
rehabilitation care at [RFs in Washington State experienced
a considerable improvement in funcrional outcomes
during the course of their rehabilitation, and that 78% of
these paticnts were successfully discharged home from the
IRF. This is particularly striking when one considers the
fact that these arc generally older and scverely injured pa-
tients. We also demonstrate that, compared with a propen-
sity score-matched cohort that did not receive post-
discharge care ar an IRF, those rreated at an [RF had a
higher likelihood of eventually being discharged home,
with an associated reduction in 1-year mortality.

Previous studics demonstrace that discharge of a rauma
patient to a location other than home and specifically to a
SNF is an independent predictor of moruality, alchough
paticnts discharged to an IRF do not have the same
increased risk of post-discharge moraliry.” " Despite
this, during the last several years, there has been an
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increase in the number of trauma patients being
discharged to SNFs and a decrease in the number being
discharged 10 IRFs." The data from the current study
make this trend particularly concerning. Conversely,
patients who suffer strokes are more likely to be dis-
charged to an IRF in comparison with patients suffering
a traumatic injury. According o the Centers for Medicare
and Medicaid Services (CMS), approximately 20% of all
patients who suffer a stroke are discharged to an IRF, and
stroke has been the leading diagnosis among Medicare
benehciaries admitted 10 an IRF. The reasons for this
are complex. Earlier studies have demonstrated that stroke
paticnts discharged o an IRF have improved funcrional
outcomes compared with panents discharged 10 a
SNF.' " This evidence has since been translaed nw
clinical practice, and the Joint Commission has required
primary stroke centers to cvaluate the post-discharge
rehabilitation needs for all stroke survivors.

From 2005 to 2011, the number of IRFs has generally
been decreasing, with stabilization in the number of facil-
itics berween 2011 and 2012."" A compliance threshold
was creaced for all IRFs mandating that a certain propor-
tion of all parients in each IRF have diagnoses specified by
CMS as requiring intensive inpatient rehabilitation. The
enforcement of this rule and additonal restricrions has
resulted in a substandial decline in the volume of Medicare
patients treated in IRFs. Occupancy rates have been
steady since 2002, at only approximarcly 62% to
63%."" This has led CMS to declare chat the number of
IRF facilitics and beds is adequate to mcer current
demand. Bur, are we getting the most out of chis resource.
and is it possible chat we are depriving cerrain patient
populations the post-discharge carc thar might allow
them to regain enough functional independence to rerurn
1o their lives? I has becn established thar stroke parients
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Table 2, Predictors of Discharge Home, 1-Year Rehospitalization, and 1-Year Mortality on Multivariable Logistic Regression

Analysis
Discharge home 1-year rehospltalization 1-year mortality
Sub-hazard Hazard
Predictor Odds ratlo* 95% CI p Value ratio® 95% €l p Valus ratle” 968% CI p Value
Age 0.96 0.95-0.97 <0001 1.02 1.01-1.03 <0.001 1.05 1.04—1.07 <0.00{
Mechanism
Blunt 1.00 Reference NA 1.00 Reference NA 1.00  Reference NA
Ground-level fall 0.80 0.51-1.2% 0.319 1.55 1.05-230 0029 141 0.90-2.21 0.138
Pencrrating 0.40 0.20—0.78 0,007 2.03 0.94-4.38 0070 397 1.33—11.86 0013
Emergency department
Glasgow Coma Seale score
14 o 5 1.00 Reference NA 1.00 Reference NA 1.00 Reference NA
910 13 1.32 0.61—2.87 0.482 1.07 0.45-256 0.871 059 0.19—1.78 0.349
3w8 1.14 0.60—-2.18 0.685 1.44 0.70—-2.95 0.320 071 0.27—-1.90 0.500
Injury Scverity Score
Qw8 1.00 Reference NA 1.00 Reference NA 100 Reference NA
Y 15 130 0.73—-2.31 0.370 0.55 0.31—0.98 0.044 153 0.66—3.53 0.317
16 10 24 0.84 0.44—1.60 0.594 0.67 0.36—1.26 0.218 1.04 039-2.76 0.932
25 w0 75 0.68 0.34—1.36 0.279 0.81 0.43—1.52 0510 105 037-2.99 0.929
Head Abbreviated [njury
Scale score
<3 1.00 Reference NA 1.00 Reference NA 1.00 Reference NA
>3 1.27 0.34—1.92 0.260 NA NA 147  0.74—290 0.269
Hospitai lcngth of stay 0.98 0.97—1.00 0.014 1.00 0.99—1.01 0.684 1.03 L102—1.03 <0.001
1CY admission
No 1.00 Reference NA 1.00 Reference  NA 1.0 Reference NA
Yes 0.84 0.55—1.31 0.462 1.21 0.74—1.97 0456 0.86 0.46—1.60 0.885
Mechanical ventiladion
No 1.00 Reference NA 1.00 Reference NA 1.00  Reference NA
Yes 1.10 0.68=1.79 0.689 0.78 0.43~—143 0420 104 048227 0631
Modified FIM at discharge
Mild dependence
(FIM 11 10 12) 1.00 Reference NA 1.00 Reference NA 1.00 Reference NA
Moderare dependence
{FIM 8 w 10} 0.22 0.15~0.31 <0.001 1.01 0.69—1.48 0.950 0.99 0.60—1.62 0.958
Severe dependence
(FIM3w? 0.07 0.04—0.12  <0.001 0.98 0.59--1.62 0940 284 1.63—495 <0.001
Rehabilitation
No 1.00 Reference NA 1.00 Reference NA 1.00  Reference NA
Yes 0.41 6.80—-13.01 <0.001 1.25 0.90—-1.72 0.182 0.60 0.39-0.92 0.018

For 1otal cohort, n = 1,624, which includes patients discharged to acuce inpatient rehabilitation (n = 993) and propensity score-maiched contesd {a = G311
*Adjusted odds ratio, hazard ratio, and sub-buzad cativ with propensity scote matching,
FIM. Funcrional Independence Measuse: NA, not applicable.

and those with neurologic disorders are a cohore of patient
thar derive substantial functional bencfit from inpatient
rehabibitation care and this has likely contributed to the
high percentage of these patients discharged ro rehabilita-
tion centers.'™"* Until now, the functional benefic chat
acutely injured patients gain from inpatient rehabilitation
after hospital discharge has not been understood. Our
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data would suggest that post-discharge care at an [RF
rather than a SNF has the patential to profoundly
improve functional outcomes for acutely injured patients.

One of the limitarions of the currenc study is the fact
that our propensity score-matched cohore of patients
who did not reccive care at an IRF might not be a perfect
control group. This method of statistical analysis allows us
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to generate a comparison cohort of patients based on
factors that we deem ta be important and thar we are
able o measure and quantify. The appropriateness of
the comparison cohort depends on our ability to include
all of the correct variables in the propensity score analysis.
It must be tecognized that we were unable to account for
whether patients met CMS criteria for discharge to an
[RF, which includes 3 basic components; patient must
require and be reasonably expected o benefit from inten-
sive rehabiliration therapy thar consists of at least 3 hours/
day at least 5 daysfweck: patient must require therapy in
at least 2 modalities; and patient must require supervision
by a rehabilivation physician. A randomized clinical erial
would be the most definitive way of determining whether
post-hospital discharge care atan IRF really matters; how-
ever, randomizing parients that qualify for rehabilitation
1o a non-treacment arm {no [RF) is neither ethical nor
practical. With the caveat that a randomized controfled
trial might not be possible, we believe thar this propensicy
scorc analysis represents the most rigorous statistical
method available 1o look at the question at hand.

The other porential limitation of chis study is the face
that it is a retrospective cohort study and carrics with it
the same limitations as all other retrospective database
studies. The databases used for this study, specifically
the RR, TR, and Comprchensive Hospital Abseract
Reporting System, are rigorously maintained registries
that are continuously monitored 1o ensure complete and
quality dara. Despite this, not all data within the registrics
are complete, which we addressed by using the method of
multiple imputations for variables that were missing in
>5% of cases. This is a well-validated method of account-
ing for missing variables and likely results in less bias than
excluding missing variables entirely from the analysis.'

CONCLUSIONS

Inpaticnt rehabilitation is a scarce resource and every
effort should be made to use this relatively scarce tesource
on patients most likely ta benefit from these services. Our
data suggest that acute trauma patients should be recog-
nized as a relatively underserved population thar would
benefir considerably from inpatient rehahilitation services
after discharge from the hospital. Given the profound
functional benefit that appropriate rrauma patients derive
from inpatient rehabilitation, it is imperative that we
more cleatly define the specific cohort of trauma patients
that benefits most from this service. This will allow for the
development of protocols for rrauma centers to consis-
tently identify patients most suitable for rehabilitation ser-
vices and o maximize the benefic of this service for
injured patients.
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1. Renovate in-hospital space at Springfield Memorial Hospital to expand the footprint of the inpatient
rehab unit to convert semi-private rooms to private rooms, utilize all 30 licensed beds, and expand all rooms
to include a private shower and sufficient space to accommodate medical equipment needs and family
visitation, including overnight stays.

This option was considered and rejected for a number of reasons. One such reason was that when you
consider the overall facility space and infrastructure limitations of Springfield Memorial main hospital tower (a
building that was originally designed and constructed for general medical/surgical patients almost 60 years
ago), it is clear that this option would be less efficient and, ultimately, more costly. The use of renovated,
outdated space to house specialty inpatient rehab services contrasts dramatically with the proposed
construction of a new state-of-the-art freestanding rehab hospital designed and buiit solely to care for patients
in need of inpatient rehab services. The potential impactor limitations on patient care, as well as the secondary
impact of not being able to reallocate and utilize that space to meet other facility needs, undermined the
attractiveness of this alternative.

Springfield Memorial Hospital is a highly-utilized general acute care hospital with a comprehensive array of
tertiary-level services and a busy Emergency Department. As such, the hospital does not have existing space
that can be converted to accommodate expanded IRF services. Put simply, SMH does not have room to
renovate and expand its existing inpatient rehab unit.

Moreover, the proposed new inpatient rehab hospital will not only provide needed services to HSA 3 patients,
but the closing of Springfield Memorial Hospital’'s inpatient rehab unit will free up much-needed space for the
hospital to use as it modernizes and renovates its existing patient units, with the vacated rehab unit providing
'flex space’ to temporarily house med/surg rooms during the hospital-wide renovation. For these reasons, this
alternative was rejected.

2. “Do nothing”. Instead, maintain status quo and limit availability and accessibility to adult inpatient
rehab beds despite Memorial's recognition that there is a gap in care for HSA 3 patients who currently rely on
Memorial Health hospitals for their healthcare needs.

There is an unquestionable need for access to these services. Maintaining the status quo would result in no
enhanced access for patients currently foregoing rehab services post-discharge; choosing to utilize less
intensive services such as SNF in lieu of rehab, when needed; or being delayed admission to SMH’s IRF
because no bed is available. The abysmally low utilization of inpatient rehab services for HSA 3 residents
compared to residents statewide (and even Adams County, where the other HSA 3 IRF is located) was
previously documented. Similarly, the benefits of inpatient rehab services compared to less-intensive SNF
and home health care was previously documented. In both instances, it is clear that HSA 3 residents need
access to, and will benefit from, the proposed project.

For the few patients who may be able and willing to travel outside their local community for inpatient rehab
care, the status quo is not a viable option either. There is simply no close provider, as demonstrated previously.
These patients would be forced to travel significant distances, which limits the participation of their family in
their rehab and recovery process. As previously documented, the role of the patient's family is a critical
component of the rehab inpatient stay. (See Attachment 12, items 4b. and 4c.)

Conversely, the approval of the proposed freestanding rehab hospital will provide service area residents with
an optimal solution to their inpatient rehab needs by offering high quality, low-cost services close to home.
The new hospital will be a 50/50 joint venture between Memorial and Encompass, bringing the strength and
support of two health care entities to the proposed project, one of which is a national leader in the quality
provision of this important care. The proposed project will be supported and strengthened by the proven
policies, procedures, infrastructure, expertise, and commitment to local communities provided by both
Memorial and Encompass. For these reasons, this alternative was rejected.
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2 Submit a CON Application for the Establishment of a Smaller Facility.

The applicants considered the establishment of a facility of less than 60 beds, but rejected this alternative
because the establishment of a facility of less than the proposed 60 beds would fail to meet the predicted need
for locally available and accessible rehab services. Thus, Memorial and Encompass did not consider a facility
of less than 60 beds to be a viable option, particularly considering the quantified need for 34 additional beds
in the analyses presented previously. Developing a quality rehabilitation hospital within the identified cost per
square foot standards established by Illinois is already incredibly difficult, and to build a smaller facility that
included all of the space and equipment that is clinically necessary to provide the positive outcomes for which
Memorial and Encompass strive would further exacerbate the delta between the standard and the expense.

When all factors are considered, it is clear that the only viable alternative is for service area residents to have
access to the needed 60-bed comprehensive inpatient rehab facility, and that the proposed joint venture
hospital between Memorial and Encompass is best positioned to address the residents’ needs. For these
reasons, this alternative was rejected.

4, Project as Proposed

The project, as proposed, reflects the most cost-effective, patient-centered, comprehensive means of ensuring
access to quality care for patients in need of inpatient rehab services. Consistent with lIl. Admin. Code Section
1110.110 (d)(1)(b), this project will be a joint venture that brings together two healthcare leaders for a project
that will meet all of the existing and future rehab needs of this community. This project was designed to meet
the needs of the surrounding community and provide lllinois residents with high quality care close to home.
Moreover, this project will ultimately allow for better utilization of Springfield Memorial Hospital's existing facility
(another core tenet of the CON program) and meaningfully increase access to necessary and quality care,
especially for underserved and indigent communities. This is the best project to meet the needs of the
community, as a whole.
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Size of the Project
Proposed GSF Compared to State Board Standard
Beds/Rooms/ Proposed GSF State Board Std Met
Reviewable Service Unit Per Bed Total Per Bed Total Standard
Ph?gg’fﬁgﬁggi‘éz s 60 57865 | 34719 | “qac | 39600 |  Yes
Pharmacy 1 221 556 N/A N/A N/A
PTIOT/ST N/A N/A 8,156 N/A N/A N/A
Renal Dialysis Suite N/A N/A 1,570 N/A NIA N/A
Employee Suite N/A N/A 1,490 N/A N/A N/A
Reviewable Space Total 46,491
Non-Reviewable Space 16,759
Total Proposed GSF 63,250
- R Page 154 - ATTACHMENT 14
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Room Name Area (SF] Comments
Section 250.2440 General Hospital Standards
s} Adrmin and Public Aress
3} 1) Main Enfrance T maln gnirance [s designed 10 2000mmodate persans
Wi physicat dsabLtes.
Vestoue 35
4] 2) Looby 8 The Iobby Inciudes a Recaplion, compisier riche and
\Wafting Space. Putilc toliét faciliiies for men and women 2nd a
drinking fountain are cated around the comey, 2jacent fo the
Looby.
Recepton Loboy Incfudes Recepton Jesk. Those waring wil have
access 1o the receptionists télephone as neesed,
Walting LM Acditional are provided In Lobby
WC Storage 70
Men's Fublc Resgoom 218
WoemerTs PRiic ResYoom =
2] 3) tntervisw Space >3 [interviews witl 2t e place m Adqun, Conference Room.
8} 4) Genaral of Individual Office The Admin. Sifte s located adjacent 1o he LoDy and
provides offices for admiristrative personnel.
[AR oo 13
R Sierage &
ASTISSIons Omee 109
AOMissions OMce )
AN, ALSISIIN 2nd Walting 1%
Admissions Won Area 01
CEC 7
CFO 130
Business Development 110
Medca Direcior 109
Wanueang OF 104
Direcior of Quaiy 10
Controlier m
PASC 162
2] §) Multipurpoee Room 27 The AGTIN MuUMpurpose T00M [ ORSIgnaled 10T CORRENEntes,
Meetngs and ecucation purposes Includng a TV for visua aid.
2) 6} Medical Library Faciifdes Wedical Resources are located Inthe Admin, Sulte
8] 7) Storage Arsas 67 [Admin. Storage i tocated adacent to Admen. Sute
D) Mecical Records Unit (HIM3) 102 The Medical Records foom provides enough space fof the
reviewing, oictatng, soMing. reconting and storage of medcal
records as fequired by the funcTonal program.
¢) Adpanct Dllrum: and Treatment
<] 1) Laboratory Sulte -7} A labofatory room Is provided in the nursng unit sizes accordingfy ©
The functional program.
€) 1) A) WOIk cOUNer A WOrk courter Is provided In the [ab.
©) 1) B 1avatory of counter &ni A COUNIET GINK 16 provided Br hand-washing.
TEj17C) storage cadinel Base and wal cabinels aie provided Iof sorage. |
[} 1) D) biood srage Provioed Dy venoor.
) T1E) specimen cotecton TpecimEen pass-TInUgh WiNoow provioed between the
1ab and e adjacent patient tobet oM.
c) 2} Morgue end Autopsy Sulte WA
) 3} Radiology Sufte NA
¢} 4) Pharmacy Sum 8 Pharnacy provided M the NUTsing uniL
Cy4) A] Adminisirative LNCIONS Work space 5 provided fof agministative unctions,
Including requisitioning, recoeding and reporting, fecetving, storage
(Inchiting refrigeraion) 2n¢ accounting
¢14} ) Quality € onfrol Area NO Bulk ::mpomdlng o packagngTuncions s
page 155 ATTACHMENT 14
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¢) 4} C) Locked slorage Tor drugs and biologicals Locked storage for drugs and Dloiogicals Is provided by
shelving vendor (Coshalty
¢) 4) D) Dispensing Area A Jspensing ared is provided.
©) 4) € }Hang-washing faciies Hand-washing faciities are provised,
¢) 4} E) 1) arug nfo Users can accass a trug Informaton ared for reference
materials and personnel
¢) 4) E) 1} sterlle procucs Ty
¢) 5} Phyalcal Tharapy Sulte
c) 5} A) Ghared Spaces Physcal Therapy and Occupatonal Theragy share e
use of the ADL sulte.
¢} 5) B) |} Offica Space a7 A Grector of herapy offica 15 provided within the Therapy
Gym
€)5) B) By Watllng Space 'All patient rooms are private pater rooms, patents wil
walt In melr rooms untll the!r pre- scheduied bme.
) 5} B) MyTreatment Areas 80/ each Area 5 Treatment Areas are provided; Wats separge each ndvidual ea
107 ¢ Room Hand washing stalion are easly jocated to the freatment area and 3
nandw3sh SNk | provided In the  Treatment RooME.
¢} 5} 8) v} Wel and Soded Linen 72 A BoGed Enen noom Is provided ot the cotiecton of wat
and soded Inen ang oiher matedal.
¢) 5)B) v) Exerciie Ama 4303 AR exercise area Is proviced in the therapy gym and the
tharapy yard.
¢) 51B) W} Storage for Clean Linen, Supplies, Equipment () Clean Inen capirels are provided fof (ipen, supples
and equipment
¢) 5} B) vd) Patient Dressing Area and Toiter Raoms THs Is an mpatient only Rospiat and merefore patients will dress n
| e private rooms where they will have access 10 a 1oet room and
2 wardrobe. Patients have an assigred schegule ime and will be
reagy ahead of aving 3t the Ther@py Gym.
) 5) B) vil)Wheeichalf and Stretcher Storage 55 Viheeichar and suetthel $10rage 15 provided outsise charting.
©) £ B) br) Showers, LOCREM, Service SNKE Showearsand jockers afe not provided In e Tharapy gym oue 1o s
belng an inpatient only RospXial and each pafent nas Miélr own
peivate shower and warsrobe stoage in meir mom.
<) 6} Occupational Therapy Sulte An ADL SUite 1§ proviged withn the Therapy Gym
c) 6) A) Shared spaces Physical Therapy and Occupatonal Theragy share the
use of the ADL sule
€) 6} B) 1) Cfice Space (Channg) 107 Dt Office AR office s provided for the Director of Thefapy. a
623 Charing charting room % provioed for @ other Therapy Saft
¢) ) B} ) Acthites Area w! Sink or Lavalory [A sk I provtded In each foom of the ADL sulte
©) 5) B) 1) Gtage Space T Supplles and Equpment 320 Kitchen, Dathfoom, bedreom, and laundsy $paces e provided
¢} ) B) v} Patient Tofet Room 65 Provided agjacent to the ADL sute.
d) Nursing Unit
d) 1) Patient Rooms 263 | Each (60-Bed Hospital)
[@) 1) Ay Windows Ir each patent room Each paent [oom 5 an outsige Toom. Wingaws are
proviged for each patient room and are not of 3 &ze (@55 than 7.5%
of the square Botage of Te Nioor of the M
@} 1) B) MIRIMUM room areas 100 suara feet cléar in one-bed rAmE Each patient room 5 3 private patient room with 3 clear
foor space of 164 69. 1L
dj 1] C) Mnimum 3 %ot clear at foot and sides Of each bed 4 feet clear at e foot and §10625 Of the bed ls pravided.
d) 1) D) Access 1o iolet room without entering the COrKIon Each patient room has access 10 2 ndet without entesing
he comdor
d} 1) E) One 1o7at ropm sha not sarviee more har 4 beds and not Each patient room ks equipped witn Its own 1otet noam,
mone than 2 patient rooms
) 1) F) Tollet foom shall contaln water cioeet and a lavawry. Lavatory The tollet room shat Inciude 2 water cioset and A lavaiory.
may be omilted If single bedroom containg Lavatry The lavatory ts omraed from the tollet room that serves not more
Than o sing'e bedrooms since @ach SUch shgie Dedrosm cortains
2lavalory.
8] 1) G) Each paient shall have a wardrooe, locker. of tloset for Each patient has 2 wardrobe for hanging and storirg
personal effects personal evedts.
d) 1) H) Visual privacy for each patent bed provided in mult-bed rooms NiA
) 2) Mursea’ Service Conter
ATTACHMENT 14
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8)2) Ay Nurses Sion

A NOTSEEE SIA10N WTh 3 WOTL COUN1es, S107age areas, and
communicalions equipment Is provided.

912) 8) Nurses’ OImce

104, 140

A nurses’ ofTce 1s provided.

o} 2) C) Hard-washing Facliiles

Hand-washing facillies CoNvenknLio he MA%es’ §13Eon

and he trug dstrbution staton s proviced. Another handwashing
$8710N 1§ provided witin Thg Mecs Toom (drug Estroution
staton].

0)2) D) Charing Facities

Charting Tachités are provided Tor nurses and docions.
mellng 2 WOrK counter ang ¢naring racks.

0) 2) E| Stalf Lounge

185,185

ST lounge With a bathroom th provided.
Men's and Women's tollet r00MS are provided.

8) 2) E) Men's 5aff Tt Roorn

Men's Lockes Robm and Showes Room provided cenral
16 both Nursing Units

1) 2) € Women's Sta Tit Room

Women's Locker Room and Showe! Room proviged
central to both Nureing Units

0} 2) F) Ciosets of ComparTments far 5137 Permonal Belongings

Lockers for e sarekeeping of coats and persona effect
of nursing personnel are provided In the staftiounge and ocker
fooms.

0) 2} G) Mullpspose Roam

515

A M olipUTpOSE TO0T 5 PrOVIGEd FCr COTTe ENCEs, JermOnsaains.
and consuiation. This room s located centrally 10 the nursing wlts.

0} 2) H}; Exam moom

This room s omrtied because 3l padent rooms are single
bedrooms.

)2) |) One 1D Of Ghower Tof each 12 beds

Not appecatie as each patent room has a private
103EVENGWEr 0O WL thelr private patientioom.

o) 2) J) Nourishment Stadon

A nounshment reomwish a Gink equipped with hard-

washing, equipment for senving Reurishment betwees schedued
mea's, a refrigeraior, si0rage cabinets, and a w0 provide ce for
patents service and treameat Is provided

072) K) Drug Disiroution Station (Megs)

139, 158, 139

VWENR this securad access room thafe are self-conaned

Py ts unitts. The first meds oM 15 Under the Nursing ELa's W5U3!
control due tonis aqacem location © the man nurse stadon. The
second Meds room 15 vided moniicred; both have access
COMTOlE. The Neds oM contains 3 work countar, refrigeratof, and
tocked storage fof bipiogicals and drugs.

d} 3) Service Area

d} 3) A) Clean Warkroom

170, 118, 118

A coan Work 100 I provided In each Nursing Unit, Tne ciean work
roOM CONTENE 3 work counter, hand-washing faciines, a nurse
signal, and storage faceites. The clean RoXing room I5 part of @
SysIem for storage and oisTuution of clean and stetie supples and

a) 3) ) Clean Linen Storage

70, 60, 90

A Clean Linen room 1 provided In the Therfapy Gym, Batk-0f-House

and Nurse Unit (A separate designated anea within the Cleanwork
roomis ged Tor ciean Inen ¢lorage.)

9,3)C) Parking Tof Grerchers and Wheelchain

7. 68

Parking is provided in alcoves foe streichecs and
wheelchalrs out of the path of nomai rafie.

1 3) D) Soled Wortoom

157,141

A solied workmom is provided. The soled workroom

contains 2 conical sk or equivalent fushing rim fixiure. a ryrse
signal, 2 hang-washing sik, a waste receplacte, and atnen
receptacie. The solled hokling room Is part of a system for the
COTECON ANa Aisposa of solied Matenas.

64,74, 111

‘A Goned Hold room |s proviaed [n the Therapy Gym,
|aack-ot-House, 3nd Nurse Un (A ssparte
designated area Wi the Sofied Véortroom Is
provided for clean finen storge.)

1) 3) E) Equipment Sorage

107107107

Rooms for the storage of eqaepment such as IV stands,
mhalaions, malireéses and walkers is provided.

d) 3) F) Ememency Equipment Slorge

21,82

AN 2icove Is provided for the storage of required
emengency equipment within Ifté Nurse Station. This equipment
shal be under the drect controd of the nUrsIng staft,

d}3) G) Siz basé if raq by program namative

NA. OIiz baths are not required by the program harrative.

d) 4) laolation Room

233 Each

lisoiation room 6 provided for the lsolaion of patients with

xnown or Euspectad communicalie diseases. Each isolaion room
has an NAvidual totlet equipped with a bedpan Mushing atachment
and (avajory. All I501atioNE Foms ane pvate nOoms and e
otnerwise planned uired for 3 standard patient room

- Page 157
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Isolation Room Ante Rooms (] Isciation Ante ROOMmS are provided equpped with 3
nand-w3shing sink, Trimmed wih valves that can be operated
without the use of hands, $1013ge spaces for clean and solled
materials, and 2 Epace for goaning.
d) 5) Rooms for Disturbed Patients 63 There Is one patiert room designed for 2 disturbed padent
0 2 Quration of lees than 24 howrs. Tne design provides cicse
observation and shall minkeize the dangers of pateni escape,
strcide of njury. TS foom Is located In a prvata room adjacent 1o
o} ntsnzive Care Units NA
1) Pediafyic Kuraing Unit NA
My_cn—uﬁc Huring Unst NiA
| h) Hewbom Care Unity NA
ns Sutte NA
—thﬁ_:{u—_n ObalelTice snd NsGfiatsl SUIS A
%) Emergency Sulte (program cals for minimum ievel of emergency 120 Emgmgency Exam room 15 provided n the
Senioes and merefore will comply SRl with (KX 1). (X){4}, and () 10) win te Narsing Unfl fof émesgency care.
remaning sUpport Spaces being located within the adjacent nursing unk.)
¥) (1) enirance A shefterad enfrance at grade [ave] Is provided with pedestrian and
IMPRIANCE COLES.
K} (4] treatmant area The treayment area contains a handwashing sink trmmed
with vaives that are asepicaly operated (ke or faot controls).
general storage cabinets, medication dispensing Pyuis units, work
counters, Medical SucTon ouliess, X-1ay im OUMNAt(E, and space
or § e equipment
[RT{T0) Tollet Tacilitien < ﬁ% E.]aeen;%h_fe XA Gom
[T ouipatient epartwan A
m} Saivice Departments
m}) 1) Distary Facllitien
m}) 1) A) General Congiruction, equpment and Instaiation complies aith
the standacds specilied In the Depastment's Food Senvice Santation
Code and the Food Senvice Sanitaton Manudl, P.H. 5. 93. Dietary
faciily services will be provided by the functional program and
sesigned Dy a contracted Kichen specialist Senices wilconsisiara
combinatan of 0N §te conventional food prégaraton system and a
convertence Tood service system. Services witt be peovided for
m) 1) B) Funczional Eiements
m} 118} 1) Controt Station for Recelving Food Supphes po Area In Kitchen dry sFoeage used for recelving and yrpacking.
m) 1) B} 1l) Surage Space 315. 249 Adequate sorage space Is providad for normal and
emergency suppy needs, Incitading foed requiring cold storage and
dry storage.
m) 1) B} i) Food Preparation Faciides 114 Conventonal food preparation systems have adequate
space and equipment foF prepaiing, cooking and baking.
Comvenince food senvice systems, such as rozen prepared meals.
pulk pack3aged entrees, and indivicua! packaged portons, or
$ystems using cONtrachsal commissary senvice, have §pace and
equipment for thawing. perdoning, heating, cooking and bating.
m) 1) B} v) Hang-washing Faciltes Hand-washing faciiies are 0¢3ted In the food
preparaton e,
gum:’tems‘ Meal Service Faciites (Tray Assemuly and Faciities provides for ray assembly and disyioion.
m) 1) B) vi} Dining Space 838 Dining space provided for amdutatory patents. stafr, and
m) 1) B vi) Warewashing Space 191 Warewashing §pace I located 1 a oo séparate fiom
food preparation and serving areds. Commercial-lype GShwashng
squpment |5 proviged. 5pace Is also provided for recalving,
scraping, $0Ng, ang stacking sciled ableware and for transfertng
clean Eblaware 1o he usng areas. A hand- washing Lavatory 5
conventently avallatee.
Tray Relum 150
mj 1) B} val) Pol-Washing Faciites Poi-washing facililes Included in warewashing.
™) 1) B)bx) Storage Area A St0rage area Is provided for €ans, carts, and mobile ray
OV eyUN.
m) 1) B x) Waste Storage Facities Vi2510 15 not s10red, Cios# proximity 1o dumpsters oubsice fachR2e
Immedia’e disposal. Collecton of waste Is not part of the functonal
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'm) 1) B) i) OMces o Desk Spaces

8

A office [5 proviaed for the dietary serwce manager.

m) 1) By Men's and Women's Tolets Accessible to Dietary stan 85,84 Men's and Women's locker room and tolel rooms ane
directly access/ie 1o the Dietary S1aft, adacent to the kitichen. Hang-
washing faciities are immediately avalatie.
m) 1) B) xH) Janioes Closet [] The JanTors’ cioset ts [ocated within the dietary
separiment. itcontans 3 service §INY and siorage space for
housekesping equipment and supplles.
m) 1) B) XN) SeAIEpEnEing ice-makng Faclites 1ce-making facites are provided by the contracied
Kichen vendor in thels equipment
tm) 1) B) v} Adequate Can, Cant and Moblle Tray Viashing Adequate £an, cart and modlie {y washing Taciles are
Facities prowided direcly outsioe the Back-of-House
m) 2) Coniral Stores
m) 2) A) Of-Street Unioadng Facllles Oft-streel unioading faciitles are provided In the service
yard behind the faciny
m) 2) B) Receivintg Areas ‘A receiving area Mcuded tn Cantral Supply per lunctional program
m) 2) C) General & ioraga Rooms 770 General storage rooms meet the needs of the hosptal
located tn pack of house and throughaut factity.
m)2) D) OMMce Space Desk provided Ln Central Suppty pes lunclional program
m) 3) Linen Services Linen i5 10 be processed off ite,
m) 3) A) On-glte Processing Off-glie processing Is used.
™) 3) B) 1) Soiled Uner, Holding Room w! Hand-\Yashing Facilles 12 ‘A solted Unen holding oM with facites for hand-
Wwashing is provided.
™} 3) B}#f) Clean Linen, Reselving. Inspecton ang Storage Rooms 65 Ciean Inen, recehng, Inspecron and Storage roos are
proviged
m) 3) B) i) Carl Sorage Cart Storage in Clean Linen In bedwing
m) 3) B) v} Cffice Space 113
m) 4) Facliittes for Cleaning and Sanitizing Carts Provided in Senvce Yam
m) 5) Employees’ Faclitiee x Locker Room provioes with lockers. Locker at s1aff lounge. Showers

not required with functional program.

m} &) Janitors’ Closets

2

In addon 10 (he [antore’ closats called for In cerian

Gepartrmens, Sumdent [antiors' Closets are provided thioughaut the
faciiny a5 required to malrtaln a clean and sanitary ervironment.
Each contalns 2 foor feceptor of §evice $Ifk an s 51orage space for
nauseteeping equipment and supples.

Space for large housekeeping equpment and for ack-Up suppies

m) 7) Engineating Service and Equipment Arsas

{m17) A Rooms or separaze buldings for Doliers, mecnanical

T15.174,191, 502,210 | WMechanical and Eecineal rooms provided. TeeDaty 12

eqdpment, and slecTical equpment Min. from all gectrical moms.

m) 7) B) Engneers space Proviced in malmiznance mom

m)7) C)Amaintenance shop 300 A manienance room and mainenance ofice ae
provided.

m) 73 D) A GtOrage FOOM: OF Foams for bulikeng mainienance suppies Proviced In maktenance mom

m) 7) E} Yard equipment slorage Provided In Sefvice Yard

m) 8} Waate Processing services

m} 8} A) Storage and DIspos® 35 Viaste siorage I provided for the sanitary slorage and esposal of
waste by Inc¢ineraton, mechanical desuction, compaction,
contalnestzation, remaval, of by 2 combination of ihese techniquas,
Proper hand:ng and disposal of raoacive waste substances 15
prowiaed,

m) 8) B) incneraton NA

m) 9) Storage 95,141,69,103 Gutabée storage ts provided per unctional program.

Spaces Not Usted In Adminisirative Code 250:

Dialysis Sulte 451 Consisting of 4 Treaiment Areas, Nurse Staon, two
hanawashing sinks (ocne upon entty and another at the nurse
station), Equipment Storage, and a inen distnibution system are
proaded within the sulte. Easty accessibie Wheeichalr StoRage.
Jantors Closet, and Staff Tollet are acfoss the hal

Dialyeis Patlent Tolet 47 inciuded In sute
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Size of the Project
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 14
Size of the Project

Digysis Clean ind Soled Carts 12217 Prontdad within e 5% 35 part of a distributon system.
peech Rooms o7 3 Provided
Banatric Rooms 479 [Each Banatric Patien] Rooms are provided with FGI 2022
5paCing ACCOMMEJATONS.
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Project Services Utilization
Rehabilitation Institute of Springfield LLC

ATTACHMENT 15
Project Services Utilization

UTILIZATION
DEPARTMENT | PISTOREEN PROJECTED STATE MEET
I SERVICE (PATIENT DAYS) UTILIZATION STANDARD | STANDARD?
11,610 Pt Days
YEAR1 | Rehab Hospital N/A 53.0% Occ. 85% No
16,718 Pt Days
YEAR 2 | Rehab Hospital N/A 76.3% Occ. 85% Yes*

*The project is conservatively expected to achieve 85% occupancy in November 2030, which is Month 11 of
Project Year 2. Thus, the project achieves the target occupancy by the end of Project Year 2, which complies
with the service-specific standard.

The projected utilization is based on the need for 30 additional beds to be located in and primarily serve
residents of HSA 3, and further supported by the physician referral letters provided in Attachment 20.

The projected utilization also considers Springfield Memorial's 15.3 YTD26 ADC and the rapid monthly build-
up of Encompass’ Rehabilitation Institute of Southern lllinois (Shiloh) that achieved an approximate 91%
average annual occupancy in its second full fiscal year of operation.

ATTACHMENT 15
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Unfinished or Shell Space
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 16
Unfinished or Shell Space

NOT APPLICABLE - The proposed project does not include plans for shell space.

ATTACHMENT 16
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Assurances
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 17
Assurances

NOT APPLICABLE - The proposed project does not include ptans for shell space.

ATTACHMENT 17
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(1) Planning Area Need

Applicable service-specific criteria follow. The relevant criteria are presented in bold font for ease of review.
a) Planning Area Need - Review Criterion

The applicant shall document that the number of beds to be established or added is necessary to
serve the planning area's population, based on the following:

1) 77 lll. Adm. Code 1100 (Formula Calculation)

A) The number of beds to be established for each category of service is in conformance with the
projected bed deficit specified in 77 lll. Adm. Code 1100, as reflected in the latest updates to
the Inventory.

B) The number of beds proposed shall not exceed the number of the projected deficit, to meet
the health care needs of the population served, in compliance with the occupancy standard
specified in 77 lll. Adm. Code 1100.

The proposed project is for the establishment of a 60-bed inpatient comprehensive physical rehabilitation
hospital needed to provide a dedicated rehab hospital as a local service for lllinois residents so that residents
do not continue foregoing needed inpatient rehab care in the future, i.e., close the identified gap in care for
HSA 3 and surrounding areas’ residents.

The need for the proposed project is illustrated by the (a) quantified bed need analyses presented previously
and (b) projected utilization of the new hospital, which is expected to exceed the 85% occupancy standard by
the end of Project Year 2.

ATTACHMENT 20
PAGE 1 OF 55
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(2) Service to Planning Area Residents

2) Service to Planning Area Residents

A) Applicants proposing to establish or add beds shall document that the primary purpose of the
project will be to provide necessary health care to the residents of the area in which the
proposed project will be physically located (i.e., the planning or geographical service area, as
applicable), for each category of service included in the project.

The proposed new 60-bed hospital is being established for the primary purpose of providing needed rehab
health care services to the residents in HSA 3. HSA 3 hospitals’ rehab-appropriate patient origin data evidence
that the vast majority of discharges (approximately 90%) will come from HSA 3. The need for the new facility
and the support for the proposed project are documented in the letters of support provided by physicians and
community leaders living and practicing within HSA 3.

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

Not applicable.
C) Applicants proposing to expand an existing Rehab service shall submit patient origin
information by zip code, based upon the patient's legal residence (other than a health care
facility).

Not applicable.

ATTACHMENT 20
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

3} Service Demand - Establishment of Comprehensive Physical Rehabilitation

The number of beds proposed to establish Rehab service is necessary to accommodate the
service demand experienced annually by the existing applicant facility over the latest 2-year
period, as evidenced by historical and projected referrals, or, if the applicant proposes to establish
a new hospital, the applicant shall submit projected referrals. The applicant shall document
subsection (b)(3}{A) and either subsection (b)(3)(B)} or (C).

B} Projected Referrals

An applicant proposing to establish Rehab or to establish a new hospital shall submit the
following:

i) Physician referral letters that attest to the physician’s total number of patients (by zip
code of residence) who have received care at existing facilities located in the area during
the 12-month period prior to submission of the application;

i) An estimated number of patients whom the physician will refer annually to the
applicant's facility within a 24-month period after project completion. The anticipated
number of referrals cannot exceed the physician's documented historical caseload;

ili) The physician's notarized signature, the typed or printed name of the physician, the
physician's office address and the physician's specialty; and

iv) Verification by the physician that the patient referrals have not been used to support
another pending or approved CON application for the subject services.

Physicians located in and serving patients from HSA 3 and the Springfield area support the proposed project
and intend to refer patients to the project, as shown in the following letters of support.

For reference, the following map shows the distribution of rehab-appropriate general acute care discharges by
ZIP Code for HSA 3 residents. (Please note: The darker the color, the greater the number of rehab-appropriate
discharges in that ZIP Code.)

ATTACHMENT 20
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Figure 11
HSA 3 Rehab-Appropriate General Acute Care Discharges by ZIP Code

July 2025 - June 2026
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Source: fllinois Hospital Association, COMPData Informatics Inpatient Discharge Database; and ArcGIS.
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

>

SIU MEDICINE

Neurology
August 14, 2026

John P. Kniery

Board Administrator

Health Facilities and Services Review Board
[linois Department of Public Health

525 West Jefferson Street, Second Floor
Springfield, llinois 62761

Re: Rehabilitation Institute of Springfield, LLC
Dear Mr. Kniery,

| am the Chair of Neurology and Executive Associate Dean, Professor of the SIU School of
Medicine and part of the SIU Physician Group.

This letter contains referral documentation required per Ill. Admin. Code Section
1110.205({b){3)(A)-(B). Over the past twelve months, we referred 1,002 patients for
comprehensive rehabilitation care or treated patients who would have benefitted from
comprehensive rehabilitation care. A list of these referrals by patient ZIP Code of residence is
attached.

Based on our historical referrals, our group would anticipate referring 301 patients each year to
the Rehabilitation Institute of Springfield as proposed by the appticant, if approved.

| further certify that the aforementioned referrals have not been used to support another
pending or approved certificate of need permit application and that a majority of the patients
reside in the proposed geographic service area. The information provided in this letter is true
and accurate to the best of my knowledge.

Physician’s Signature W Date 6.7/ ¢ / 2p

{Please Print/Type Name}: Christopher McDowell, MD

Notarization: Signature of Notary:
Subscribed and sworn to before me

this J day of_ﬂ.ﬂ,,&_é’_aa_@n Seal:

W P

Notary Publie, Sllll ol m.nou
Hicial S
Quawan Michlllo Sutton
998457
My Commlslion Expires mns:am

e e

SIU Medicine Department of Neurology
751 N Rulledge St — PO Box 19643 - Springfield, IL 82754.3643

217-545-8000 - Fax 217.545.1903

ATTACHMENT 20
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Neurology Rehab Patients
HSA3 |City Patients
62531 |Edinburg 3
62089 |Taylor Springs 2
62656 |Lincoln 17

-
o

62712 |Springfield
62049 [Hillsboro
62650 |Jacksonville
62684 |Sherman
62558 |Pawnee
62629 |[Chatham
62704 |Springfield
62664 |Mason City
62568 |[Taylorville
62626 |Carlinville
62033 |Gillespie
62640 |Girard
62536 |[Glenarm
62694 |Winchester
62703 |Springfield
62702 |Springfield 1
62563 |Rochester
62674 |Palmyra
62615 |Auburn
62666 |Middletown
62691 |Virginia
62044 |Greenfield
62075 |Nokomis
62635 |Emden
62611 |Arenzville
62088 |[Staunton
62707 |springfield
62633 |Easton
62027 |Eldred
62612 |Ashland
62301 |Quincy
62711 |Springfield
62665 |Meredosia
62675 |Petersburg
62668 |Murrayville
62557 |Pana

62634 |Elkhart
652661 |Loami
62618 |Beardstown
652670 |New Berlin
62638 |Franklin

-
Lol Ll A0 R0 e S

-
[

e
(=]

=
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Neurology Rehah Patients

62548

Mount Pulaski

[

62561

Riverton

-
4

62530

Divernon

N

62693

Williamsville

[

62642

Greenview

rS

62546

Morrisonville

-

62613

Athens

[
[=]

62353

Mount Sterling

62560

Raymond

62692

Waverly

62695

Woodson

62540

Kincaid

652082

Roodhouse

62069

Mount Olive

62677

Pleasant Plains

62305

Quincy

62051

Irving

62378

Versailles

62630

Chesterfield

62056

Litchfield

62701

Springfield

62545

Mechanicsburg

62567

Stonington

62671

New Holland

62688

Tallula

62363

Pittsfield

652094

Witt

62621

Bluffs

62539

llliopolis

62690

Virden

62570

Tovey

61567

Topeka

62708

Springfield

62644

Havana

62515

Buffalo

62781

Springfield

62649

Hettick

62651

Jacksonville

62681

Rushville

62520

Dawson

62092

White Hall

62625

Cantrall

62667

Modesto

62663

Manchester

62321

Carthage

e e L L A A N I L A L L L L e L A L A L R L L R R I S A R S L A L L L oA AT L L T Y
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Neurclogy Rehab Patients

62689 |Thayer
62547 |Mount Auburn
62655 |Kilbourne
62510 |Assumption
62555 |Owaneco
62052 |lerseyville
62016 |Carrolliton
62323 |Chambersburg
62518 |[Chestnut
62617 |[Bath
62351 |[Mendon
62376 |Ursa
62343 |[Hull
62014 |Bunker Hill

Subtotal, HSA3

All Others
61455 [Macomb
61401 [Galesburg
61554 |Pekin
61603 |Peoria
62521 |Decatur 53
62526 |Decatur 53
62522 |Decatur 17
61727 |inton
652501 |Argenta
62550 |Moweaqua
62571 {Tower Hill
61756 |[Maroa
62523 |Decatur
62544 |Macon
652549 |Mt Zion
62422 |Cowden
62535 |Forsyth
62551 |Niantic
61937 |Lovington
62565 |Shelbyville
61951 |Sullivan
652438 |Lakewood
61913 |Atwood
62513 |Blue Mound
61856 |Monticello
62554 |Oreana
61704 |8loomington
61813 |Bement
61749 |Kenney

Ll Ll Dl L Ll LA ) LSS L R0 L T S )

2
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Neurology Rehab Patients

61911 |Arthur
62420 |Casey
61821 |Champaign
60950 |Manteno
62966 |Murphysboro
62086 |Sorento
62901 |Carbondale
62946 Harrisburg
62401 |[Effingham
62426 |Edgewood
62414 |Beecher City
62418 |Brownstown
62942 |Grand Tower
62959 |Marion
62002 |Alton
62208 |Fairview Heights
62060 |Madison
62226 |Belleville
62249 |Highland
Out of State/Unknown
Subtotal, All Others 208
Total Patients 1,002
Source: Memorial Health internal data for 12
months ending June 30, 2026.
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 {b)(3) Service Demand

>

SIU MEDICINE

INTERNAL MEDICINE
Division of Cardioclogy

August 14, 2026

John P, Kniery

Board Administrator

Health Facilities and Services Review Board
Iilinois Department of Public Health

525 West Jefferson Street, Second Floor
Springfield, llinois 62761

Re: Rehabilitation Institute of Springfield, LLC
Dear Mr. Kniery,

I am a Board-Certified Cardiologist, Associate Professor, Division Chief Cardiology and Vice
Chair of Clinical Operations at SIU Schaol of Medicine.

This letter comtains referral documentation required per Ill. Admin. Code Section
1110.205(b)(3)(A)-(B). Over the past twelve months, we referred 1,219 patients for
comprehensive rehabilitation care or treated patients who would have benefitted from
comprehensive rehabilitation care. A list of these referrals by patient ZIP Code of residence is
attached.

Based on our historical referrals, our group would anticipate referring 244 patients each year to
the Rehabilitation Institute of Springfield as proposed by the applicant, if approved.

I further certify that the aforementioned referrals have not been used to support another pending
or approved certificate of need permit application and that a majority of the patients reside in the
proposed geographic service area. The information provided in this letter is true and accurate to
the best of my knowledge.

Physician’s Signalure ‘_,_?((/,‘\_\San» Date % ' 2 lc:l (p

(Please Print/Type Name) : Abhishek Kulkamni, MD

Notarization: Signature of N :
Subscribed and swom to before me — %) 1 UOJ'U’ J
this= 1_day of (‘\ﬁjugi ; 20w Seal: f

Oificlal Sesl
NICOLE L THOMPSON
Motary Public, State of Itinolc
Commlission No. 1022120
My Commission Explres December 9, 1029
SIU Internal Medicine Division of Cardiology ™ ~er=er=ar=mr —==dl
701 North 1st Street, MMC Suite D430, PO Box 19636, Springfield I 62794-9636 | Fellowship Program Coordinator: Showno

Adoms sodoms94@siumed.edy; Office Tel: (217) 545-0191; Office Fox: (217) 545-7063 Jcardipfeliowship®@siumed.edy

e W)
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Cardiovascular Rehab Patients

ZIP Code [City |patients
HSA3

62531 |Edinburg

62089 |Taylor Springs 1
62656 |Lincoln 23
62712 |Springfield 23
62049 [Hillsboro S
62650 |dacksonville 54
62684 |Sherman 11
62558 [|Pawnee 6
62629 |Chatham 28
62704 |Springfield 115
62664 |Mason City 4
62568 |Taylorville 36
62626 |Carlinville 4
62543 |Latham 2
62033 |Gillespie 8
62640 |Girard 13
52536 [Glenarm 2
62694 |Winchester 5
62703 _|Springfield 152
62009 |[Benld 3
62702 |Springfield 132
62563 |Rochester 10
62674 |[Palmyra 1
62615 |Auburn 16
62538 |Harvel 2
62666 [Middletown 1
62691 |Virginia 12
652044 |Greenfield 1
62075 |Nokomis 5
62611 |Arenzville 5
62088 |Staunton 1
62682 |Sanlose 2

62707 |Springfield 28

62633 [Easton 2
62612 {[Ashland 5
62301 |Quincy 2
62711 |[Springfield 51
62665 |Meredosia 4
62675 |Petersburg 23
62668 [Murrayville 2
62557 |Pana 7
62634 |Elkhart 2
62661 {Loami 5
Page 10f4
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Cardiovascular Rehab Patients

ZiP Code

City

Patients

62618

Beardstown

5

52670

New Berlin

s
=

51751

Lawndale

52638

Franklin

62561

Riverton

62530

Divernon

62693

Williamsville

62642

Greenview

62546

Marrisonville

62513

Athens

62560

Raymond

62692

Waverly

62540

[Kincaid

62082

|Roodhouse

52069

|Mount Olive

62677

|pleasant Plains

62627

Chandlerville

62378

Versailles

62630

Chesterfield

62056

Litchfield

Vij=l=njnjwionbal=laloinjuninjwio &)

62701

Springfield

[
[=]

62545

Mechanicsburg

62567

Stonington

62673

Oakford

62671

New Holland

62688

Tallula

62363

Pittsfield

62094

Witt

62621

Bluffs

62539

liopolis

62533

Farmersville

62690

Virden

62570

Tovey

62644

Havana

62515

Buffalo

62651

lacksonville

62681

|Rushvilte

62520

|pawson

62092

White Hall

62625

Cantrall

61723

Atlanta

62663

Manchester

62689

Thayer

62547

Mount Auburn

el e o Il N VN LN D el RN Dl Eoall S N T Ll R D Ll R TR K-
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Cardiovascular Rehab Patients

ZIP Code

City

|ratients

62655

Kilbourne

62510

Assumption

52016

Carrollton

62643

Hartsburg

62351

Mendon

62083

Rosamond

62017

Coffeen

62320

Camp Point

61452

Littleton

62050

Hillview

62541

Lake Fork

62705

Springfield

61450

La Harpe

62019

|pennellson

62045

|Hamburg

62311

Augusta

62306

Quincy

o Y o 1 Y I I T TS T 3 3 8 0 £ 2 18

Subtotal, HSA3

1,001

All Others

61054

Mount Morris

61542

Lewistown

61455

Macomb

61462

Monmouth

651401

Galesburg

61501

Astoria

61422

Bushnell

61755

Mackinaw

61430|Stronghurst

61477

Smithfield

61528

Edwards

62447

Neoga

b o e ot o | i e e A ] |

62521

Decatur

(7]
£

62526

Decatur

o
£

62522

Decatur

N
ay

61727

Clinton

61925

Dalton City

62571

Tower Hill

61756

|Maroa

62523

|Decatur

52431

|Herrick

61701

[8loomington

652553

Oconee

62544|Macon

62543 Mt Zion

ol 3 O S ) 3 ) S
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Cardiovascular Rehab Patients

2IP Code [City |Patiants
62535|Forsyth
62551 |Niantic
61937 Lovington
625655helbyville
61951 Sullivan
62438]Lakewood
61920|Charleston
62513 |Blue Mound
61856 |Monticello
62554|Oreana
61813|Bement
61818|Cerro Gordo
60960 Rankin
61914|Bethany
B1957|Windsor
61737|Ellsworth
61754|Mc Lean
61929|Hammond
61884 White Heath
62443|Mason
62471|Vandalia
62080|Ramsey
62411|Altamont
62414|Beeacher City
62262|Mulberry Grove
62918|Carterville
62885|Shobonier
62424|Dieterich
62932|Elkville
60302|0Oak Park
60467|0dand Park
60619|Chicago
60646|Chicago
62010{Bethalto
62035|Godfrey
62025|Edwardsville

I S RS R L I D = 2 S S L 0 B L e 0 L Y R D G e e e e D L e e e e e

Out of State/Unknown
Subtotal, All Others 218
Total Patients 1,219

Source: Memorial Health internal data for
12 months ending June 30, 2026.
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Comprehensive Physical Rehabilitation Service Specific Criteria
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)}(3) Service Demand

Division of Ovthopedic Surgery
Michasia M Schaslderbaver, Shally Flagg. MEN, FNP-BC
Kurss Practtoras

, 40, MBA
Crvef & Assotasty Prodessar
Ausiin Basson, MO Hicole
Palsar, NP, FNP-BC
Youssef El Bitar, WD, FAADS

SIU MEDICINE i

ORTHOPEDICS EXsabeth Robinson, MO, FAAGS
John & Shoudel, DA, ABFAS
August 14, 2026

John P, Kniery

Board Administrator

Health Facilities and Services Review Board
illinois Department of Public Health

525 West Jefferson Street, Second Floor
Springfield, lllinois 62761

Re: Rehabilitation Institute of Springfield, LLC
Dear Mr. Kniery,

| am the Chief of Orthopedics and Associate Professor of the S1U School of Medicine Department of Surgery
and part of the SIU Physician Group.

This letter contains referral documentation required per Ill. Admin. Code Section 1110.205(b){3)(A)-(8). Over
the past twelve months, we referred 586 patients for comprehensive rehabllitation care or treated patients
who would have benefitted from comprehensive rehabilitation care. A list of these referrals by patient ZIP
Code of residence is attached.

Based on our historical referrals, our group would anticipate referring 59 patients each year to the
Rehabilitation Institute of Springfield as proposed by the applicant, if approved.

I further certify that the aforementioned referrals have not been used to support another pending or
approved certificate of need permit application and that a majority of the patients reside in the proposed
geographic service area. The information provided in this letter Is true and accurate to the best of my
knowledge.

Physician's Signature AAM %'LL‘\ Date ?( 2 / 2dLe

(Please Print/Type Name): Michaela Schneiderbauer, MD

Notarization: Signature o/fﬂotary:
Subscribed and sworn to befare me PN/ V.

this A1 day Of__ﬂu.&Upr Seal: : Wotary Bublic, Brare ol ilinois 3
4 Otficiat Sae!

) Quawan Michalls Sguon

4 My Commission Expires 10152028 §

SIU Department of Surgery, Division of Orthopedics
701 M. First St | PQ Box 19538 | Springheid, 1L 52794-9626
247.545.7214 | Fax: 217.545.1793 | slumed.sdu
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Comprehensive Physical Rehabilitation Service Specific Criteria

Rehabilitation Institute of Springfield LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Orthopedic Rehab Patients
ZiP Code  |City |patients
HSA3
62531 |Edinburg 1
62656 |Lincoln 19
62712  |Springfield 9
62049 |Hillsboro 5
62650 |lacksonville 22
62684 |Sherman 4
62558 |[Pawnee 2
62629 |Chatham 12
62704 _|Springfield 53
62664 |Mason City 4
62568 |Taylorville 16
62626 |Carlinville 6
62543 |Latham 1
62033 |Gillespie 7
62640 |Girard 3
62536 |Glenarm 1
62694 |[Winchester &
62703 |Springfield 41
62702 |Springfield 60
62563 |Rochester 7
62674 |Palmyra 2
62615 |Auburn 5
52538 |Harvel 2
62666 |Middletown 1
62691 |Virginia 6
652044 |Greenfield 1
62075 |Nokomis 1
62611 |Arenaville 1
62088 |Staunton 1
62707 |[Springfield 12
62633 |Easton 1
62612 |Ashland 4
62301 |Quincy 3
62711 |Springfield 20
62665 |Meredosia 2
62675 |Petersburg 6
62557 |Pana 7
62634 |Elkhart 3
62661 |Loami 2
62618 |Beardstown 2
62670 |New Berlin 6
62638 |Franklin E}
62548 |[Mount Pulaski 3

Page 179
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Comprehensive Physical Rehabilitation Service Specific Criteria

Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b){3) Service Demand

SIU Orthopedic Rehab Patients
ZIP Code |City Patients
62561 |Riverton 3
62530 |Divernon 2
62693 |Williamsville 4
62642 |Greenview 1
62613 |Athens 6
62324 |Qayton 1
62560 |Raymond 1
62692 [Waverly 4
62695 |Woodson 1
62540 |Kincaid 3
62069 |Mount Olive 1
62677 |Pleasant Plains 2
62305 |Quincy 1
62627 |Chandlerville 1
62630 |Chesterfield 1
62056 |Litchfield 2
62701 {Springfield 3
62545 |Mechanicsburg 4
62567 |Stonington 1
62688 |Tallula 1
62621 |Bluffs 2
52533 |Farmersville 1
62570 |Tovey 1
62644 |Havana 2
62781  |Springfield 1
62601 |Alexander 1
62681 |Rushville 3
62520 |Dawson 1
62092 |White Hall 3
62321 |Carthage 1
62547 |Mount Auburn 2
62366 |Pleasant Hill 1
62016 |Carroliton 2
62518 |Chestnut 1
62319 |Camden 1
62622 _ |Biuff Springs 1
62098 |Wrights 1
62351 |Mendon 1
652032 |Fillmore 1
62316 |Bowen 1
62379 |Warsaw 1
62014 |Bunker Hill 1
62359 |Paloma 1
62367 |Plymouth 1
Page 180
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Comprehensive Physical Rehabilitation Service Specific Criteria

Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SIU Orthopedic Rehab Patients
ZIP Code  |City |Patients
Subtotal, MSA3 | 448
All Others
61068 |Rachelle 1
61455 |Macomb 3
62326 |Colchester 3
61415 JAvon 1
61603 |Peoria 1
61440 |Industry 1
61615 |Peoria 1
61548 |Metamora 1
61755 |Mackinaw 1
62447 |Neoga 1
62521 |Decatur 22
62526 |Decatur 37
62522 |Decatur 14
61727 |Clinton 3
62550 |Moweaqua 1
61701 |Bloomington 2
62544 |Macon 1
62549 |Mt Zion 1
62535 |Forsyth 2
62551 |Niantic 1
62565 |Shelbyville 2
61951  |Sullivan 1
61953 [Tuscola 1
61938 |Mattoon 2
62554 |Oreana 1
61911 [Arthur 1
61818 |Cerro Gordo 1
61761 |[Narmal 1
60957 |Paxton 2
61936 |LaPlace 1
61832 |Danville 1
61914 |Bethany 1
61822 |Champaign 1
61705 Bloomingon 1
61884 |White Heath 1
61847 |Gifford 1
62085 |Sorento 1
62471 [Vandalia 3
62896 |West Frankfort 1
62812 |Benton 1
62927 |Dowell 1
62801 |Centralia 1

~= Page 181
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

SiU Orthopedic Rehab Patlents

2IP Code

City

Patients

61201

Rock Island

62294

Troy

62249

Highland

62221

Belleville

Out of State/Unknown

Subtotal, Alf Others

Total Patients

Source: Memorial Health internal data for
12 months ending June 30, 2026.

Page 182
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

>

SIU MEDICINE

FORWARD. FOR YOU,

August 14, 2026

John P, Kniery

Board Administrator

Health Facilities and Services Review Board
1llinois Department of Public Health

525 West Jefferson Street, Second Floor
Springfield, Hlinois 62761

Re: Rehabilitation Institute of Springfictd, LLC
Dear Mr. Knicry,

I am a Board-Certified Pulmonologist/Critical Care, Associate Professor, Chief of Pulmonary and
Critical Care Medicine at SIU School of Medicine.

This letter contains referral documentation required per 1. Admin. Code Section
1110.205(0)(3)(A)-(B). Over the past twelve months, we referred 299 patients for comprehensive
rehabilitation care or treated patients who would have benefitted from comprehensive
rehabilitation care. A list of these referrals by patient ZIP Code of residence is attached.

Based on our historical referrals, our group would anticipate referring 60 patients each year to the
Rehabilitation Institute of Springficld as proposcd by the applicant, if approved.

1 further certify that the aforementioned referrals have not been used to support another pending
or approved certificate of need permit application and that a majority of the patients reside in the
proposed geographic service area. The informalion provided in this letter is true and accurate to

the best of my knowledge.
Physician’s Signature O/(%“ Q/ | : Date_ 8121 l [

(Please Print/Type Name)! Nathalie Foray, DO

Notarization: Signatyre of Notary:
Subscribed and sworn to before me \%@L—d{e Hevuy/ Yea—_
thise{ | day of _ay_gué_l_’_p&ko Seal: {
T
RICOLE L THOMBSON

Hotafy Public, State of litinoly
Commission No. 1022120
Wy Commisslon Expires December 9, 1029

Tl sk

Division of Pulmonary & Critical Care Medicine
801 N Rulledge, Room 12689, Sprngfieid, llinols, 82794-5627
Academic Office phone: 217.545.0187 - Fax: 217.788.5542
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Rehah Patients

SIU Pulmonary Thoracic

ZIP Code [City

|Patients

HSA3

62656

Lincoln

62712

Springfield

62650

Jacksonville

62558

Pawnee

62629

Chatham

b = Bl |ln

62704

Springfield

62664

Mason City

62568

Taylorville

62626

Carlinville

652033

Gillespie

62640

Girard

62536

Glenarm

62694

Winchester

I EEIIES

62703

Springfield

v
[ 5]

62702

Springfield

2]
[=2]

62563

Rochester

62674

Palmyra

652615

Auburn

62691

Virginia

62707

Springfield

62612

Ashland

62711

Springfield

62675

Petersburg

62668

Murrayville

62557

Pana

62634

Elkhart

62618

Beardstown

52670

New Berlin

62638

Franklin

62548

Mount Pulaski

62561

Riverton

62693

Williamsville

62642

Greenview

62613

Athens

62353

Mount Sterling

62082

Roodhouse

62677

Pleasant Plains

62627

Chandlerville

652056

Litchfield

62701

Springfield

62545

Mechanicsburg

62567

Stonington

I I S S L L el e T N e e Rl i el DN T R e et I L ) B
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

S$IU Pulmonary Thoracic
Rehab Patients
ZIP Code |City Patients
62539 |llliopolis
62533 {Farmersville
62690 {Virden
62644 {Havana
62781 |Springfield
62643 |Hartsburg
Subtotal, HSA3 242
All Others
61455 [Macomb
62521 {|Decatur
62526 |Decatur
62522 {Decatur
61727 |Clinton
61925 |Dalton City
61756 |Maroa
62549 |Mt Zion
61943 |Oakland
61749 |Kenney
61911 |Arthur
62573 |Warrensburg
Out of State/Unknown
Subtotal, All Others
Total Patients 299
Source: Memorial Health internal data for
12 manths ending June 30, 2026.
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 {b)(3) Service Demand

4
S " fi Id Springfietd Clinic Main Campus
p rin g e 1025 South 6th Street « P.O. Box 19248

' Springfield, IL 62794-9248
c In I c 2175287541 - B0D.4447541

vavevr SpringfieldClinic.com
A COMMUNITY OF CARING Accocditnd by the Accred ot Aviadahan v Ambutaiory Healthoan (AAANC)

Augpust 14, 2026

John P. Kniery

Board Administrator

Health Facilities and Scrvices Review Board
Illinois Department of Public Health

525 West Jefferson Street, Second Floor
Springfield, Illinois 62761

Re: Rehabilitation Institute of Springfield, LLC
Dear Mr. Kniery,

I am a Board-Certified Internal Medicine with the Springfield Clinic and practice Hospital Medicine
(Hospitalist), affiliated with Springfield Memorial Hospital.

“This letter contains referral documentation required per Ill. Admin. Code Section 1110.205(b)(3)(A)-(B).
Over the past twelve months, we referred 891 neurological patients for comprehensive rehabilitation care or
treated patients who would have benefitted from comprehensive rehabilitation care. A list of these referrals
by patient ZIP Code of residence is attached.

Based on our historical referrals, our group would anticipate referring 267 palients each year to the
Rehabilitation Institute of Springfield as proposed by the applicant, if approved.

I further certify that the aforementioned referrals have not been used to support another pending or approved
certificate of nced permit application and that a majority of the patients reside in the proposed geographic
service area. The information provided in this letter is true and accurate to the best of my knowledge.

Physician's Signaluré%ﬂ /L,.’—~ Date_ ¥ (2.! Z Zo26b

(Please Print/Type Name): ‘Iurty S. Renduchintala, MD

Notarization: Signature of Nptary:
Subscribed and sworn to before me ;Q/\M_. . ol
this £ _day of _Ebﬂd&t_,_égg{p Seal:

[ u&m P

ub#lefsut: of hnors
b OHficial & nols
p Quawen Mlchcll.a.'smlon
-My Commission Explras 10/15/2028
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Comprehensive Physical Rehabilitation Service Specific Criteria

Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Neurology Rehah Patients
ZIP Code |City | Patients
HSA3

62531 |Edinburg 3
62655 |Lincoln 37
62712 |Springfield 18
62049 [Hillsboro 2
62650 [lacksonville 66
62684 |Sherman 18
62558 |Pawnee 13
62629 |Chatham 23
62704 |Springfield 79
62664 |Mason City 9
62568 |Taylorville 38
62626 |Carlinville 2
62640 |Girard 4
62536 |Glenarm 2
62694 |Winchester 5
62703 |Springfield 73
62009 |Benld 1
62702 _|Springfield 74
62563 |Rochester 9
62674 {Palmyra 2
62615 {Auburn 11
62665 [Middletown 1
62691 {Virginia 6
62044 |Greenfield 1
62075 |Nokomis 6
62635 |[Emden 1
62611 |Arenzville 3
652088 |[Staunton 1
62682 [SanJose 1
62707 |Springfield 17
62027 |Eldred 1
62612 [Ashland 4
62301 [Quincy 2
62711 (Springfield 49
62655 |Meredosia 4
62675 |Petersburg 19
62668 |Murrayville 3
62556 |Palmer 2
52557 |Pana 3
52628 |[Chapin 3
52661 |Loami 2
62618 |Beardstown 9
— — Page 187
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Comprehensive Physical Rehabilitation Service Specific Criteria

Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic

Neurology Rehab Patlents

ZIP Code

City

Patients

62670

New Berlin

10

62638

Franklin

2

62548

Maunt Pulaski

7

62561

Riverton

14

62530

Divernon

2

62693

Williamsville

4

62642

Greenview

2]

62613

Athens

-
[

62560

Raymond

62692

Waverly

62540

Kincaid

62082

Roodhouse

62051

Irving

52378

Versailles

62056

Litchfield

62545

Mechanicsburg

62567

Stonington

52673

Qakford

62671

New Holland

62688

Tallula

62094

Witt

62621

Bluffs

62791

Springfield

62539

lliopolis

62533

Farmersville

62690

Virden

62708

Springfield

62644

Havana

62515

Buffalo

62672

Nilwood

62601

Alexander

62519

Cornland

62651

Jacksonville

62681

Rushville

62520

Dawson

62092

White Hall

62625

Cantrall

62667

Modesto

62663

Manchester

62321

Carthage

62689

Thayer

62512

Beason

62340

Griggsville

e L A L e O R R S T e e R N S R N LWl I DT Dl ol BN el AP D T E S LS L L)
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Neurology Rehab Patients
ZIP Code |City Patients
62016 |[Carroliton
62323 [Chambersburg
62617 |Bath
62572 |Waggoner
62098 [Wrights
62078 [Patterson
62344 |Huntsville
Subtotal, HSA3
All Others
61455 |Macomb
62326 |[Colchester
61401 |[Galesburg
61759 |Minier
61440 [Industry
61484 [Vermont
61438 |Good Hope
62447 |Neoga
62521 |Decatur
62526 {Decatur
62522 |Decatur
62501 [Argenta
61756 {Maroa
62523 {Decatur
62553 [Oconee
62544 |Macon
62549 [Mt Zion
62422 |Cowden
62535 |[Forsyth
61937 [Lovington
62565 |[Shelbyville
62534 [Findlay
60942 [Hoopeston
62554 |[Oreana
61749 |Kenney
60957 |Paxton
62514 |Boody
651914 |Bethany
60404 |Shorewood
62901 |Carbondale
62080 |Ramsey
62401 |Effingham
650515 |Downers Grove
60619 |Chicago

bt ot | s g f s |

3

= e 2 ) I )

[
[f-]

-
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Neurclogy Rehab Patients

ZIP Code |City Patients

60108 |Bloomingdale 1

60505 |Aurora 1
Qut of State/Unknown 9]
Subtotal, All Others 95
Total Patients 891
Source: Memorial Health internal data
for 12 months ending June 30, 2026.

Page 4 of 4
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
C9mprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

§
s p r‘lﬂngﬁ e I d : Springfield Clinic Main Campus

1025 South 6th Street « P.O. Box 19248

Clln |c Springfield, IL 62794-9248

217.528.7541 - 800.444.7541

A COMMUNITY OF CARING erecned by e www.SpringfietdClinic.com
Rl Y u A mnde s ol ".

August 14, 2026

John P. Kniery

Board Administrator

Health Facilities and Services Review Board
lllinois Department of Public Health

525 West Jefferson Street, Second Floor
Springfield, Illinois 62761

Re: Rehabilitation Institute of Springfield, LLC
Dear Mr. Kniery,

1 am a Board-Certified Cardiologist with the Springficld Clinic and Department Chair of
Cardiovascular Medicine at Springficld Memorial Hospital.

This letter contains referral documentation required per Il. Admin. Code Section
1110.205(b)(3)(A)(B). Over the past twelve months, we referred 1,913 patients for
comprehensive rehabilitation care or treated patienis who would have benefitted from
comprehensive rehabilitation care. A list of these referrals by patient ZIP Code of residence is
attached.

Based on our historical referrals, our group would anticipate referring 383 patients each year to
the Rehabilitation Institute of Springfield as proposed by the applicant, if approved.

I further certify that the aforementioned referrals have not been used to support another pending
or approved certificate of need permit application and that a majority of the patients reside in the
proposed geographic service area. The information provided in this letter is true and accurate to
the best of my knowledge.

Physician’s Signature D@@”_ Date 3 l 21 , l 6

(Please Print/Type Name): Nileshkumar J. Patel, MD

Notarization: Signaturepf Notary:
Subscribed and swom to before me 5&.«, - é: o
this &t day of _Aoﬂ_,,_-idggq Seal:

P A

Notary Publie,
. Oﬂinlfiy:lfl Hlnols
Quawan Michelle Sutton

My Commission Explres 10/15/2028
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Cardiovascular Rehab Patients
ZIP Code |City | Patients
HSA3
62531 |Edinburg 11
62656 |Lincoln 97
62712 |Springfield 36
62049 |Hillsboro 13
62650 |lacksonville 196
62684 |Sherman 32
62558 |Pawnee 11
62629 {Chatham 79
62704 |Springfield 158
62664 |Mason City 25
62568 |Taylorville 79
62626 |Carlinville 9
652640 |Girard 15
62536 |Glenarm 8
652694 |Winchester 16
62703 |Springfield 140
62009 |Benld 1
62702 |Springfield 160
62563 |Rochester 36
62674 |Palmyra 6
62615 |Aubumn 38
62538 |Harvel 1
62666 |Middletown 2
62691 |Virginia 22
62044 |Greenfield 3
62075 |Nokomis 6
62635 |Emden 3
62611 |Arenzville 8
652682 |San Jose 1
62707 |Springfield 48
62633 |Easton 5
62612 [Ashland 6
62711 |Springfield 87
62665 |Meredosia 4
62675 |Petersburg 50
62668 |Murrayville 10
62556 |Palmer 1
62557 |Pana 11
62634 |Elkhart 8
62628 |Chapin ]
62661 |Loami 11
62618 |Beardstown 21
Page 10of 4
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Cardiovascular Rehab Patients

ZIP Code |City Patients
62670 |New Berlin i3
61751 |Lawndale 1
62638 |Franklin
62548 |Mount Pulaski 16
62561 |Riverton 17
62530 |Divernon 2
62693 |Williamsville 7
62642 |Greenview 13
625456 |Morrisonville 12
62613 |Athens 21
62324 |Clayton 1
62353 |Mount Sterling 4
62560 |Raymond 3
62692 |Waverly 15
62695 |Woodson 4
62540 |Kincaid b
62082 |Roodhouse 13
62069 |Mount Olive 2
62677 |Pleasant Plains 19
62305 |Quiney 1
62051 |lrving 1
62627 |Chandlerville 6
62378 |Versailles 3
62056 |Litchfield ]
62701 |Springfield 3
62545 |Mechanicsburg 9
62567 |Stonington 7
62673 |Oakford 5
62688 |[Tallula 3
62363 |Pittsfield 2
62621 |Bluffs 4
62539 |lliopalis 2
62533 |[Farmersville 3
62690 |Virden 16
62570 |Tovey 2
62708 |Springfield 2
62644 |Havana 5
62515 |Buffalo 4
62672 |Nilwood 1
62077 |Panama 2
62601 |Alexander 1
62649 |Hettick 4
62681 |Rushville 4

Page 2 of 4
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Comprehensive Physical Rehabilitation Service Specific Criteria

Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20

Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic

Cardiovascular Rehab Patients

ZIP Code

City

Patients

62520

Dawson

11

62092

White Hall

62631

Concord

62624

Brawning

62625

Cantrall

652667

Modesto

61723

Atlanta

62663

Manchester

62512

Beason

62355

Nebo

62547

Mount Auburn

52655

Kilbourne

62555

Owaneco

62016

Carroliton

62518

Chestnut

62617

Bath

62012

Brighton

62361

Pearl|

62517

Bulpitt

652054

Kane

62017

Coffeen

62014

Bunker Hill

=l = s == == o= e =] e

Subtotal, HSA3

1,815

All Others

61455

Macomb

62326

Colchester

61441

Ipava

61459

Marietta

62521

Decatur

62526

Decatur

62522

Decatur

61727

Clinton

62501

Argenta

62550

Moweaqua

62571

Tower Hill

61756

Maroa

61701

Bloomington

62544

Macon

62549

Mt Zion

62535

Forsyth

62565

Shelbyville

62554

Oreana

61704

Bloomington

el |lwvle e lwl=lunlo]o]o
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Cardiovascular Rehab Patients
ZIP Code |City Patients)|
61745 |[Heyworth
61732 |Danvers
62440 |lerna
62537 {Harristown
62086 {Sorento
62471 |vandalia
62080 |Ramsey
62916 |Campbell Hill
62411 |Altamont
62450 |Olney
62278 |Red Bud
62902 |Carbondale
62458 [Saint Elmo
60409 |Calumet City
61254 {Geneseo
62001 {Alhambra
Out of State/Unknown
Subtotal, Alf Others o8
Total Patients 1,913
Scurce: Memorial Health internal data
for 12 months ending June 30, 2026.
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

S f‘ l d Springfietd Clinic Main Campus
prl ng Ie 1025 South 6th Street « P.O. Box 19248

c ln IC Springfield. IL 62794-9248
2175287541 800.444 7541

vivw SpringlieldClinic.com

A COMMUNITY OF CARING Aot of Ly the ACcrodhiftziu sy Ans o it Lor Asibiimicn Mo pdths are A AAMC)

August 14, 2026

John P. Kniery

Board Administrator

Health Facilities and Services Review Board
Illinois Department of Public Health

525 West Jefferson Streel, Second Floor
Springficld, linois 62761

Re: Rehabilitation Institute of Springficld, LLC
Dear Mr. Kniery,

1 am an Orthopedic Surgeon and Chairman of the Board at Springfield Clinic.

‘This letter contains referral documentation required per 1. Admin. Code Section 1110.205(b){(3)(A)-(B).
Over the past twelve months, we referred 999 patients for comprehensive rehabilitation care or treated
patients who would have benefitted from comprehensive rehubilitation care. A list of these referrals by
patient ZIP Code of residence is attached.

Based on our historical referrals, our group would anticipate referring 100 paticnis cach year to the
Rehabilitation Institute of Springficld as proposed by the applicant, if approved.

1 further certify that the aforementioned referrals have not been used to support another pending or approved
certificate of need permit applicatign and that a majority of the patients reside in the proposed geographic
service arca. ‘The information p, in this letter is true and azcurate 10 the best of my knowledge.

Date g'-s I - ;G

Physician’s Signature

{Please Print/T'ype Namc): Christoper Wottowa, MD

Notarization: Sigpature of Notary: _ | ’
Subscribed and sworn to before me
this 3|*" day of %@*9{:}2[‘ Scal:

OMficial Seal
SUSAN MARTE CAILLIER

Notary Public, State of Hlinois
Commisston No, 1027980
My Commission Expires March $9, 1030
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Comprehensive Physical Rehabilitation Service Specific Criteria
Rehabilitation Institute of Springfield, LLC

ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Orthopedic Rehah Patients
2IP Code City Patients
HSA3
62531 Edinburg 6
62656 |Llincoln 81
62712 |Springfield 22
62049 [Hillsboro 12
62650 |lacksonville 89
652684  |Sherman 10
62558 |Pawnee 9
62629 |Chatham 25
62704 |Springfield 83
62664 |Mason City 9
652568 |Taylorville 37
62626 |Carinville 3
62033  |Gillespie 3
652640 |Girard 4
62536 |Glenarm 3
652694  |Winchester 9
62703  |Springfield 48
62702  |Springfield 78
62563 |Rochester 15
62674 |Palmyra 1
62615 |Auburn 9
62538 Harvel 1
62666 Middletown 3
62691 |Virginia 8
62075 |Nokomis 5
62635 |Emden 1
62611 |Arenzville 3
62707 |Springfield 16
62633 Easton 3
62612 |Ashland 5
62301 |Quincy 1
62711  |Springfield 71
62665 |Meredosia 5
62675 |Petersburg 17
62668 [Murrayville 4
62556 |Palmer 1
62557 |Pana 2
62634  |Elkhart 1
62628 |Chapin 3
62661 |Loami 1
62618 |Beardstown 12
ATTACHMENT 20
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Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Orthopedic Rehab Patients
2IP Code City Patients
62670 |New Berlin 1
62638 |Franklin 3
62548 |Mount Pulaski 7
62561 |Riverton 13
62693  |Williamsville 4
62642 |Greenview 5
62546 |Morrisonville 4
62613 |Athens 10
62560 |Raymond 2
62692 |Waverly 7
62695 |Woodson 1
62540 |Kincaid 2
62082 Roodhouse 3
62677 tPleasant Plains 5
62305 {Quincy 1
62627 jChandlerville 3
62378  |Versailles 2
62056 Litchfield 4
62701  |Springfield 3
62545 |Mechanicsburg 4
62567  |Stonington 2
62671 New Holland 1
62363 Pittsfield 4
62094 Witt 1
62621 |Bluffs 5
62791 _|Springfield 1
62539 liopolis 2
62533  |Farmersville 1
62690 |Virden 8
62570 |Tovey 1
62644 |Havana 4
62515 Buffalo 5
62672 |Nilwood 3
62681 |Rushville 2
62520 |Dawson 3
62023 |Eagarville 1
62092 White Hall 9
62631 {[Concord 1
62624 |Browning 2
62625 |Cantrall 2
62667 Maodesto 2
61723 |Atlanta 2
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Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
Orthopedic Rehab Patients
21P Code City Patients
62689 |Thayer 2
62512 |Beason 6
62655 [Kilbourne 1
62015 |Butler i
62016 |Carrollton 1
62518 |Chestnut 2
62319 |Camden 1
62617 |Bath 1
62643  |Hartsburg 3
62312 |Barry 1
62012 |Brighton 1
62032  [Fillmore 1
62361 |Pearl 1
62054 Kane 2
62685 |Shipman 1
62610 |Alsey 1
Subtotal, H5A3 891
All Others
61455  |Macomb 3
61482 |Table Grove 1
61475 |Sciota 1
61615 Peoria 1
61501 |Astoria 1
61422 |Bushnell 1
61607 |Peoria 1
62521 |Decatur 20
62526 Decatur 18
62522 Decatur 4
61727 |Clinton 2
62501 JArgenta 1
61925 |Dalton City 1
62550 |Moweagua 3
61756 Maroa 3
61701 |Bloomington 1
62544 |Macon 2
62549  |Mt Zion 3
62535 |Forsyth 2
62551 |Niantic 1
62565 |Shelbyville 4
62534 [Findlay 1
61951  |Sullivan 2
61856 |Monticello 1
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Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic
OCrthopedic Rehab Patients
ZIP Code City Patients

62554 |Creana
61704 Bloomington
61911  |JArthur
61853 |Mahomet
61761 Normal
62420 |Casey
61839 |Deland
61914 |Bethany
62573 |Warrensburg
61850 |Indiancla
61777 |Wapella
62443 Mason
62080 |Ramsey
62401 |Effingham
62284 |Smithbaro
62450 |Olney
62899 Xenia
62246  |Greerwille
60506 |Aurora
62040 |Granite City
62231 |Carlyle

1 e T = e D e e L ) e e e e e e e L e

Out of State/Unknown |
subtotal, All Others 108
Total Patients 999|

Source: Memorial Health internal data for
12 months ending June 30, 2026.
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(3) Service Demand

Springtield Clinic Main Campus

Sprl n gﬁ e I d 1025 South G1h Street « PO, Box 19248

c |n|C Sprngfield. IL 62794-9248
2175287541 - 8004447541

vrvew SpringlieldClinic.com

A COMMUNITY OF CARING At g by the dcar dhih Apckitan fe- Ambolotosy Hea'thens: (ALANT)

August 14, 2026

John P, Knicry

Board Administrator

Health Facilities and Scrvices Review Board
Illinois Department of Public Health

525 West Jefferson Street, Second Floor
Springficld, lllinois 62761

Re: Rehabilitation Institute of Springficld, LLC
Dear Mr. Kniery,

1 am a Board-Cerlified Pulmonologist/Critical Care with the Springfield Clinic.

This letter contains referral documentation required per [1l. Admin. Code Section 1110.205(b)}(3)(A)-(B).
Over the past twelve months, we referred 373 patients for comprehensive rehabilitation care or treated
patients who would have benefitted from comprehensive rehabilitation care. A list of these referrals by
patient ZIP Code of residence is attached.

Based on our historical referrals, our group would anticipate referring 75 patients cach ycar to the
Rchabilitation Institute of Springfield as proposcd by the applicant, if approved.

I further certify that the aforcmentioned referrals have not been used to support another pending or approved

certificate of need permit application and thatl a majority of the patients reside in the proposed geographic
service arca. The information provided in this letter is true and accurate to the best of my knowledge.

Physician’s Signature A/ i Dalc___gf ¥ 2€

(Please Print/I'ype Name): wan, MD
Notarization: ignature of l}olfu'z:
Subscribed and swomn to before me W

this & day of Q;_%gﬁ 1__]9& Seal:

Officlal Seal
SUSAN MARIE CAILLIER
Notary Public, State of Mlinols

Commission No. 1027980
My Commission Expires March 19, 2030
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Criterion 1110.205 (b)(3) Service Demand

Springfield Clinic

Pulmonary Thoracic Rehab Patients

ZIP Code

[city

| Ppatients|

HS5A3

652531

Edinburg

62656

Lincoln

62712

Springfield

652049

Hillsboro

62650

Jacksonville

62684

Sherman

62558

Pawnee

62629

Chatham

62704

Springfield

62664

Mason City

62568

Taylorville

652640

Girard

62694

Winchester

62703

Springfield

62702

Springfield

62563

Rochester

62615

Auburn

62691

Virginia

62044

Greenfield

62635

Emden

62611

Arenzville

62707

Springfield

62711

Springfield

62665

Meredosia

62675

Petersburg

62668

Murrayville

62556

Palmer

62557

Pana

62661

Loami

62618

Beardstown

62670

New Berlin

62638

Franklin

62548

Mount Pulaski

62561

Riverton

62530

Divernon

62642

Greenview

62613

Athens

62353

Mount Sterling

62540

Kincaid

62082

Roodhouse

62677

Pleasant Plains

62627

Chandlerville

= - W ~
wanwwnhmmmmm.—-—-n~Auuhmuubmmgmmw»—n~8 wf|~|Blw]e]|Sl=
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b}(3) Service Demand

Springfield Clinic
Pulmonary Thoracic Rehab Patients

2P Code |City Patients

62701 |Springfield

62545 |Mechanicsburg

62673 |Oakford

62671 |New Holland

62688 |Tallula

62621 |[Bluffs

62690 |Virden

62570 |Tovey

62708 {Springfield

62515 {Buffalo

62092 |White Hall

62624 |Browning

62689 [Thayer

62512 |Beason

62323 |Chambersburg

62572 |Waggoner
Subtotal, HSA3

(=4 1 01 8 3 1 0 0 3 [ XA 9 1 1 O

g

All Others
61416 |Bardolph
62521 |Decatur
61727 |Cinton
62422 |Cowden
61702 |Bloomington
62513 {Blue Mound
Out of State/Unknown

Subtotal, All Others

Total Patients 373
Source: Memorial Health internal data for
12 months ending June 30, 2026.
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(5) Service Accessibility

5) Service Accessibility

The number of beds being established or added for each category of service is necessary to
improve access for planning area residents. The applicant shall document the following:

A) Service Restrictions

The applicant shall document that at least one of the following factors exists in the planning

area:
i)
if)

iii)

iv)

The absence of the proposed service within the planning area;

Access limitations due to payor status of patients, including, but not limited to,
individuals with health care coverage through Medicare, Medicaid, managed care or
charity care;

Restrictive admission policies of existing providers;

The area population and existing care system exhibit indicators of medical care
problems, such as an average family income level below the State average poverty
level, high infant mortality, or designation by the Secretary of Health and Human
Services as a Health Professional Shortage Area, a Medically Underserved Area, or a
Medically Underserved Population;

For purposes of this subsection (b)(5) only, all services within the established radii
outlined in 77 Hl. Adm. Code 1100.510(d) meet or exceed the utilization standard
specified in 77 lll. Adm. Code 1100.
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Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(5) Service Accessibility

B) Supporting Documentation

The applicant shall provide the following documentation, as applicable, concerning existing
restrictions to service access:

i)  The location and utilization of other planning area service providers;
ii) Patient location information by zip code;

iii) Independent time-travel studies;

iv) A certification of waiting times;

v) Scheduling or admission restrictions that exist in area providers;

vi) An assessment of area population characteristics that document that access problems
exist; and

vii) Most recently published IDPH Hospital Questionnaire.

Rehabilitation Institute of Springfield, LLC is being proposed to improve access to needed rehab services for
planning area residents. HFSRB has not identified a numeric need for additional beds in HSA 3 based solely
on the historically-low utilization of HSA 3 IRF providers. However, as discussed previously, the HFSRB
methodology projects future need based solely on historical utilization of inpatient rehab beds in the state
and/or health service area. Thus, the HFSRB bed need methodology understates actual demand for the
service because there is no way for HFSRB to identify the ‘gap in care’ that exists in each planning region.
Rather, HFSRB relies on providers, with knowledge of the individual market dynamics, to determine if there is
a gap in care, and if so, to quantify that gap in care.
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (b)(5) Service Accessibility

This application does just that. As documented in Attachment 12, HSA 3 residents face a significant and long-
term gap in inpatient rehab care that is worsening as the population ages.

The response to Purpose of the Project (Attachment 12) provides much detail and supporting documentation
regarding the area population’s characteristics documenting that access problems exist for patients in need of
rehab services. As previously shown:

Utilization rates of inpatient rehab services for Medicare FFS beneficiaries in HSA 3, particularly
Sangamon County, are significantly below state and national averages and are trending downward
compared to state rates that have remained relatively flat while national rates have increased over the
past decade. (See Table 6 and Figure 2, Attachment 12.)

The population in HSA 3 ages 65 and older is increasing significantly in the service area, projected to
increase by 7.8% from 2026 to 2031. (See Table 1, Attachment 12.) This trend will continue to increase
the need for inpatient rehab services as Medicare recipients, consisting mainly of residents ages 65
and older, are the leading patient population requiring inpatient rehabilitation services

All existing providers of inpatient rehah services that could be considered alternatives to Memorial's
existing inpatient rehabilitation unit are located an hour or more away, far removed from the patient's
medical hub and community providers, as well as the support network of family and friends.

The above statistics and facts are supported by the physician letters attesting to the need for the
proposed project, and their intention to refer patients to the new rehab hospital.
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Comprehensive Physical Rehabilitation
Criterion 1110.205 (c){1) Unnecessary Duplication of Services

¢) Unnecessary Duplication/Maldistribution — Review Criterion

1) The applicant shall document that the project will not resuit in an unnecessary duplication. The
applicant shall provide the following information:

A) Alist of all zip code areas that are located, in total or in part, within the established radii outlined
in 77 lll. Adm. Code 1100.510(d) of the project’s site;

B) The total population of the identified zip code areas (based upon the most recent pepulation
numbers available for the State of lllinois population); and

C) The names and locations of all existing or approved health care facilities located within the
established radii outlined in 77 lll. Adm. Code 1100.510(d) from the project site that provide the
categories of bed service that are proposed by the project.

The proposed project will not result in an unnecessary duplication of services as the Springfield Memorial
Hospital inpatient rehab unit is the only provider of inpatient rehab services in the 17-mile radius. Upon
opening, the proposed Rehab Institute will similarly be the sole provider in the 17-mile radius since Memorial
Health will delicense the existing 30 IRF beds at Springfield Memorial Hospital upon opening of the proposed
new rehab hospital.

Memorial Health’s proposed freestanding inpatient rehab hospital, in partnership with Encompass Health, will
expand upon the foundation of Memorial's existing inpatient rehab service in order to provide locally accessible
and available services for HSA 3 residents, as well as meeting the need for intensive inpatient rehab services
for the patient population that Springfield Memcrial currently serves from surrounding areas, including the
Decatur area in contigucus Macon County.

The following ZIP Code map shows the proposed new Springfield Rehab Institute location. As shown, the
proposed facility will be the only provider in the 17-mile radius.

Memorial Health will file at a iater date a Certificate of Exemption for the discontinuation of its existing 30-bed
inpatient rehabilitation service contingent upon the approval and opening of the proposed Rehabilitation
Institute of Springfield project.
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Criterion 1110.205 (c)(1) Unnecessary Duplication of Services

Figure 12

17-Mile Radius around Proposed Project Location
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Criterion 1110.205 {c)}(1) Unnecessary Duplication of Services

Table 12
ZIP Codes within 17-Mile Radius of Proposed Rehab Institute Site
2P Code | City Population | Population
62515 Buffalo 908 889
62520 Dawson 1,288 1,267
62530 Divernon 1,383 1,364
62536 Glenarm 924 906
62545 Mechanicsburg 1,362 1,344
652558 Pawnee 3,495 3,453
62561 Riverton 5,052 4983
62563 Rochester 5,939 5,904
62601 Alexander 417 403
62612 Ashland 1,698 1,661
62615 Auburn 5,212 5112
62625 Cantrall 937 917
62629 Chatham 16,025 16,456
62661 Loami 1,271 1,250
62670 New Berlin 3,073 3,027
62675 Petersburg 5,834 5,685
62677 Pleasant Plains 2,578 2,531
62684 Sherman 5,456 5,595
62688 Tallula 698 703
62689 Thayer 461 446
62690 Virden 3,625 3,615
62692 Waverly 1,907 1,848
62693 Williamsville 1,682 1,657
62701 Springfield 1,384 1,390
62702 Springfield 32,464 31,811
62703 Springfield 27,108 26,499
62704 Springfield 37,949 37,299
62707 Springfield 7,502 7,379
62711 Springfield 18,824 19,411
62712 Springfield 10,251 10,115
= Page 209 ATTACHMENT 20
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Table 12
ZIP Codes within 17-Mile Radius of Proposed Rehab Institute Site
. 2026 Total 2031 Total

AL L Population Population

62638 Franklin 1,240 1,208

62613 Athens 3,628 3,537

62531 Edinburg 1,779 1,745

Total 213,384 211,310

Source: Claritas.
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Criterion 1110.205 (c)(2) Maldistribution

2) The applicant shall document that the project will not result in maldistribution of services.
Maldistribution exists when the identified area (within the planning area) has an excess supply of
facilities, beds and services characterized by such factors as, but not limited to:

A) A ratio of beds to population that exceeds one and one-half times the State average;

B) Historical utilization (for the latest 12-month period prior to submission of the application) for
existing facilities and services that is below the occupancy standard established pursuant to
77 lll. Adm. Code 1100; or

C) Insufficient population to provide the volume or caseload necessary to utilize the services
proposed by the project at or above occupancy standards.

The proposed project will not result in maldistribution of services. Rather, HSA 3 residents will have the
appropriate number of inpatient rehab beds per population following opening of the 60-bed hospital.

As shown below, the HSA 3 beds per 1,000 population for ages 65 and older will approximate the statewide
rate in 2031, with the statewide rate experiencing a decrease over time due to the aging of the population
statewide and the addition of only the proposed 30 new beds associated with this project plus the recently-
approved 20-bed expansion at Encompass’ Rehabilitation Institute of Southern Illinois.

Table 13
Beds per 1,000 Population Ages 65+

2026 2031
Geographic Region {Current Beds) (With 50 New Beds)*
HSA 3 0.39 0.59
Statewide 0.69 0.60
Sources: HFSRB State Summary Revised Bed Need Determinations 05/31/2026 Update and
lllinois Department of Public Health Cenrtificate of Need Population Projections, May 2024.
*Note: includes proposed 30 beds in this application and 20 recently-approved beds to be
added to The Rehabilitation Institute of Southern lllinois.

The proposed Year 2 average annual 76.3% occupancy of Rehabilitation Institute of Springfield further
demonstrates that the proposed project will not result in maldistribution of services, but instead will ensure that
HSA 3 residents and residents in the greater Springfield area who currently rely on Memorial for their
healthcare needs have needed inpatient rehab services locally available and accessible.
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Criterion 1110.205 (c){3) Impact of Project on Other Area Providers

3) The applicant shall document that, within 24 months after project completion, the proposed
project:

A) Will not lower the utilization of other area providers below the occupancy standards specified
in 77 IIi. Adm. Code 1100; and

B) Will not lower, to a further extent, the utilization of other area hospitals that are currently (during
the latest 12-month period) operating below the occupancy standards.

The proposed 60-bed freestanding hospital will take the place of, and expand, the inpatient rehab services of
Springfield Memorial Hospital's inpatient rehab unit in HSA 3. The only other provider in the entirety of the 18-
county HSA is Blessing Hospital, located in the westernmost portion of the state in Quincy, Adams County,
which is nearly two (2) hours and 115 miles distant from Springfield.

Notably, even if Blessing Hospital did serve patients from Sangamon and contiguous counties in the eastern
portion of the HSA, all of Blessing Hospital's licensed IRF beds have been included in the quantified bed need
calculations, demonstrating the severe shortage of beds in HSA 3.

IRF providers located outside the HSA, e.g., The Rehabilitation Institute of Southern lllinois in Shiloh, St. Clair
County (HSA 11) and Carle BroMenn Medical Center in Normal, McLean County (HSA 4) are both similarly
too far away from Springfield to be impacted by the proposed Springfield Rehab Institute.

Thus, the project will not and cannot lower the utilization of any other area provider in lllinois, because there is
not one in close proximity serving the same patient population that the proposed project will primarily serve.

Absent the addition of beds, HSA 3 residents will continue to either forego needed rehab services altogether
or, alternatively, choose less intensive (and therefore less optimal) post-acute rehabilitation services such as
SNF or home health care, neither of which are viable options for patients in a community with an increasing
population ages 65+.
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e) Staffing
1) Availability = Review Criterion

The applicant shall document that relevant clinical and professional staffing needs for the
proposed project were considered and that licensure and The Joint Commission staffing
requirements can be met. In addition, the applicant shall document that necessary staffing is
available by providing a narrative explanation of how the proposed staffing will be achieved.

Memorial Health and Encompass Health both have in place numerous innovative approaches to recruit and
retain staff members at their hospital facilities, thus Rehabilitation Institute of Springfield does not anticipate
having difficulty hiring the necessary resources for the proposed project. In fact, a distinct advantage that the
proposed project has in terms of recruitment is the level of professional engagement, challenge, and
satisfaction employees have working with other professionals across disciplines. Additionally, existing
Memorial Health inpatient rehab unit staff will also have the opportunity to transition over to the new
Rehabititation Institute of Springfield. Memorial Health has invested over thirty seven million dollars {$37M+)
in multi-year partnerships in support of clinical training programs as well as providing surgical skills and
simulation labs.

The success of Encompass facilities, programs and services is due in large part to the highly-qualified and
specially-trained physicians and staff members who comprise a comprehensive, multidisciplinary team
including:

* Medical Director: A Physical Medicine and Rehabilitation (“PMR") physician who frequently meets
with the patient during the patient’s inpatient stay, and is ultimately responsible for implementing the
patient's care plan as the multidisciplinary team leader.

= Rehabilitation nursing: Implements each patient's medical care program as directed by his or her
physician.

* Occupational therapy: Designs and delivers activity-based therapy to promote independence in the
areas of self-care, home management and community reintegration.

s Physical therapy: Evaluates and designs a treatment program to address limitations in physical
function, mobility and safety.

« Respiratory therapy: Ensures proper respiratory function through services such as oxygen
supplements and aerosol treatments.

» Speech-language pathology: Assesses and ftreats individuals with communication and
comprehension disorders, cognitive difficulties and swallowing disorders.

« Dietary and nutritional counseling: Supervises all meals to ensure patients meet their required
nutritional needs.

= Case management: Coordinates with the physician to ensure the patient's needs are met and involves
the family and other caregivers in the patient's rehabiiitation. The Case Manager is also responsible
for:
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» Working with the family prior to the patient's discharge to provide training to help family
members care for patients after discharge.

» Visiting the patient's home prior discharge to identify and then address any special needs
(such as equipment) the patient will have upon returning home.

» Coordination and collaboration of services between the patient and community service
providers who will be responsible for providing care to the patient post-discharge.

Patients will benefit from the extensive array and number of staff members in place at Encompass Health
hospitals, illustrated by the projected approximate 120 full-time equivalents {("FTEs"} to be employed in Project
Year 1 and the approximate 155 FTEs in Project Year 2.

Notably, because of the significant resources associated with Memorial's and Encompass’ ability to recruit
nationally, the proposed project will have no material impact on existing health care providers in the service
area.

The following information details the ability of Encompass, as a rehab-centric organization, to recruit needed
staff for the proposed project.

The three primary components of Encompass' employee recruitment and retention strategy are described
below, and include:

»  Competitive Compensation and Benefits

= National Recruitment Strategy

= Relationships with Local Universities and Colleges

e
Competitive Compensation and Benefits
Encampass Health offers competitive packages that include a range of benefits including medical and dental
insurance coverage, generous paid time off (PTO) plans, health savings accounts {HSAs), 401K savings and
investment programs, basic term life and optional group term life insurance, disability insurance, an employee
stock benefit plan and tuition reimbursement as well as a scholarship program. Encompass Health also offers
employee health nurse services and employee weliness activities focused on maintaining the health and
wellness of the entire Encompass Health team.

To retain staff, Encompass Health provides benefits such as continuing education including in-person courses,
live webinars as well as web-based education and online instruction modules. Encompass provides clinical
career ladders for therapists, nurses, and staff. Continuing education funds are also allocated to support
additional educational opportunities for clinical staff. Encompass Health also offers reimbursement for
professional licenses and national professional association membership dues. For example, Encompass
supports rehab nurses in attaining their Certified Rehabilitation Registered Nurse (CRRN) certification through
additional training materials and financial incentives upon completion of the certification. It is Encompass’
stated goal to increase the number of nurses with CRRN certification, which ultimately improves clinical
outcomes, patient satisfaction, and employee engagement and satisfaction.

Employee recognition and development activities and opportunities include employee celebration activities,
employee family social activities, employee of the quarter/year recognition, guarterly town hall meetings,
departmental recognition programs, career ladders for select positions, employee activities committees,
employee suggestion committees, management development programs and mentoring programs.
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National Recruitment Strategy

Encompass Health has a dedicated recruitment team that utilizes various avenues to ensure job positions are
marketed to the right individuals. One way that is achieved is through partnerships with national associations
including, for example:

American Physical Therapy Association Combined Sections Meeting (APTA CSM)
Annual APTA events

APTA National Student Conclave

American Occupational Therapy Association (AOTA)

AQTA National Student Conclave

Association of Rehabilitation Nurses (ARN)

American Speech-Language-Hearing Association (ASHA)

American Academy of Physical Medicine and Rehabilitation (AAPM&R)

National Black Nurses Association

National Hispanic Nurses Asscciation

Additionally, Encompass leverages automated software to purchase, place, and optimize job searches
throughout top media sources including various websites such as Indeed, Glassdoor, LinkUp, ZipRecruiter,
Monster, SimplyHired, CollegeRecruiter, StartWire, and Jobs2Careers. Positions are also posted on
EncompassHealth.com (search engine optimized), as well as Nexxt.com, indeed.com, linkedin.com, APTA,
AOTA and CareerBuilder. Job positions are also posted on social media, utilizing Facebook, Twitter and
Linkedin.

Relationships with Local Universities and Colleges

Encompass develops relationships/training programs with local universities and colleges, community colleges
and other training agencies to create and support a nation-wide workforce. With over 600 affiliation agreements
throughout the nation with universities and schools for allied health professionals, prospective employees
become acquainted with Encompass Health and existing hospitals become familiar with the skills they possess
{enabling future recruitment capabilities cnce operational).

In addition, Encompass continually invests in the future pipeline of top talent by investing in the relationships
with local schools through lunch-n-learns, resume workshops and participation in career fair events.
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (f) Performance Requirements

f) Performance Requirements = Bed Capacity Minimums

1) The minimum freestanding facility size for comprehensive physical rehabilitation is a minimum
facility capacity of 100 beds.

2) The minimum hospital unit size for comprehensive physical rehabilitation is 16 beds.

The Applicant proposes to construct a 60-bed freestanding rehab hospital in order to meet the planning area
needs, as documented elsewhere in this application.
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (g) Assurances

g) Assurances
The applicant representative who signs the CON application shall submit a signed and dated
statement attesting to the applicant’s understanding that, by the second year of operation after
the project completion, the applicant will achieve and maintain the occupancy standards
specified in 77 IIl. Adm. Code 1100 for each category of service involved in the proposal.

Please see the following page for a letter from Rehabilitation Institute of Springfield’s representative regarding
the projected utilization of the proposed project. As shown, the new facility is expected to reach and maintain
the occupancy standard in CON Project Year 2.
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ATTACHMENT 20
Comprehensive Physical Rehabilitation
Criterion 1110.205 (g) Assurances

Susan S. Lyerly

National Director, Certificate of Need Program
Encompass S sty

Birmingham, AL 35242
Health 205,969-4528

susan. lyerly@encompasshealth.com

August 24, 2026

John P, Kniery

Bourd Administrator

Health Facilitics and Scrvices Review Board
Minois Depariment of Public Health

525 West Jefferson Street, Second Floor
Springficld, Hlinois 62761

Re:  Rehabilltation Institute of Springficld, LLC
Application for Permit to Establish a New Rebabilitation Hospital
Criterfon 1120.205(g). Assurances

Dear Mr., Knicry,

As representative of the Rehabilitetion Institute of Springficld, LLC, 1, Susan S. Lycrly, Esq., attest
to the Applicant’s full anticipation to achieve and maintain the occupancy standards specified in
77 1. Adm. Code 1100.550(c) for comprehensive physical medicine scrvices by the second year
of operation after the project completion.

[ hereby centify this is true and is based on my personal knowledge under penabty of perjury in
accordance with 735 1LCS §/1-109.

Singercly,

,'_,«ﬁ/-b TN _@/ ﬂ/i(,é, i

Susan S. Lyerly, Isq.
National Director, Centificate of Need Program
Encomgrass Health Corporation

Nolorization:
Subscribed and sworn 1o before me
this, g4  doyof A4 1
o S tl.zsg-
Signature of Notary
Seal
otary Publlo,

a Kristy H, Horsley
M Explres 2/20/202¢
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ATTACHMENT 34
Availability of Funds

The total estimated project cost is $66,263,120. The Applicant/Licensee will fund the project costs with cash
and cash equivalents obtained from Encompass Health, an Applicant. Encompass Health's existing internal
resources are more than adequate funds for the proposed project as demonstrated in its letter of proof of
funding and its most recent audited financial statements, which follow.

Memorial Health (ultimate parent to Memorial Health Ventures) has sufficient internal resources to fund its
share of necessary working capital as demonstrated in its letter of proof of funding and its most recent audited
financial statements, which follow.

Please see the following letters confirming proof of project funding and most recent audited financial
statements for Memorial Health and Encompass Health.

ATTACHMENT 34
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ATTACHMENT 34
Availability of Funds

Edmund M. Fay
Senfor Vice President & Treasurer

Encompqss 9001 Liberty Parkway
Heulth Birmingham, AL 35242

205.9706.7875
encompasshealth.com

August 20, 2026

John P. Kniery

Board Administrator

Health Facilitics and Services Review Board
1inois Department of Public Health

525 West JefTerson Street, Second Floor
Springfield, 1llinois 62761

Re:  Rehabititation Instiute of Springficld, LLC
Applicaiion for Permit to Establish n New Rchabilitation Hospital
Criterion 1120.120(a) Available Funds Certification
Criterion 1120.140A. Reasonableness of Finnncing Arrangements

Dear Mr. Kniery,

In accordance with the verification requirenients of 735 ILCS 5/1-109 of the lllinois Code of
Civil Procedure, T hereby centify under the penalty of perjury the following:

1. Rchabilitation Institute of Springfield, LILC Project costs will be entirely funded by
Encompass Health Corporation, an Applicant, from intemal cash resources including
cash und equivalents.

2. Encompass Health Corporation, an Applicant, will fund a portion of the necessary
working capital and operating deficits through the first full fiscal year at which time the
Project is expected to achieve the target utilization of 85% occupancy {i.¢., Project Year
2).

3. Encompass Health Corporation, an Applicant, hus sufficient and readily accessible
internal resources 1o fund the obligations required by the Project. In 2025, Encompass
EHealth Corporation’s operating activities gencrted $1,175.6 Million and as of the ¢nd of
2025, the company had $72.2 Million of unrestricted cash on its balance sheet. In
addition, Encompass Health Corporation has at its discretion a $1,000 Million Revolving
Credit Facility, of which approximately $746 Million was available as of June 30, 2026.
Existing cash, cash flow from operations, and funds available under the credit facility
ofler morce than adequate funds for the proposed Project. We have sulTicient resources to
fully fund these expenditures in addition to our ather ongoing obligations.

ATTACHMENT 34
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ATTACHMENT 34
Availability of Funds
Edmund M, Fay
Encompﬂss g&';‘i‘o{i::::;:;!::;:l 8 Treasurer
Hea'th Birringham, AL 35242

205.970.7875
encampasshealth.com

This letter shall also serve ns a confirmation of our analysis of the funding options for this
Project. Funding the Project through cash and securitics is the lowest cost option.

| hereby certily this is truc and based upon my personal knowledge and under the penalty of
perjury and in accordance with 735 11.CS 5/1-109,

Sincerely yours,
14

bothesec

Edmund Fay
Senior Vice President and Treasurer
Kncompass 1Icalth Corporation
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ATTACHMENT 34
Availability of Funds

Memorial
Health

August 31, 2026

John Kniery

Administrator

llinois Health Facilities and Services Review Board
5§25 W, Jefferson Strest - Second Floor
Springfield, IL 62761-0001

Re: Rehabilitation Institute of Springfield, LLC
Application for Permit to Establish a New Rehabilitation Hospital
Criterion 1120.120(a) Available Funds Certification
Criterion 1120.140A. Reasonableness of Financing Arrangements
Dear Mr. Knlery,

In accordance with the verification requirements of 735 ILCS 5/1-109 of the Illinois Code of Civil
Procedure, | hereby cerlify under the penalty of perjury the follewing:

1. Rehabilitation Institute of Springfield, LLC Project costs will be entirely funded by

Encompass Health Corporation, an Applicant, from internal cash resources including
cash and equivalents.

. Memorial Health System, an Applicant, will fund a portion of the necessary working

capital and operating deficits through the first full fiscal year at which time the Project is
expected to achieve the target utilization of 85% occupancy (j.e.. Project Year 2).

. Memorial Health System, an Appiicant, has sufficient and readily accessible infernal

resources to fund the obligations required by the Project. Existing cash, cash flow from
operations, and funds available under the credit facility offer more than adequate funds
for the proposed Project. We have sufficient resources to fully fund these expenditures in
addition to our other ongoing obligations.

This letter shali also serve as a confirmation of our analysis of the funding options for this
Projecl. Funding the Project through cash and securities is the lowest cost option.

| hereby certify this is true and based upon my personal knowledge and under the penalty of
perjury and in accordance with 735 ILCS §/1-109.

'Slncerely.

President and Chief Executive Officer

Memorial Health
SUBSCRIBED AND SWORN 340 W, Miller S5
To before me this &7 day of August 2026 springtield, IL 62702

20, ! 217788 3000 (B
i Nctary Publl, Seate of Riinol 4 memarial health €3

Commisiian Mo, 1008215
sy Comminsion £aplres April 10, 1029 )
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Revenue
Gross Patient Revenue

Contractual Adjustments
Other Deductions from Revenue
Deductions from Revenue

Net Patient Revenue
Other Revenue
Total Revenue

Operating Expenses
Salaries and Benefits

Supplies

Administrative Services
Depreciation and Amortization
Other Operating Expenses
Total Operating Expenses

Income from Project Operations
Taxes
Net Income from Project Operations

LLC

ATTACHMENT 36
Financial Viability

The Income Statement for the Applicant entity, Rehabilitation Institute of Springfield follows.

| CONYear1 |  CON Year2
39,270,500  $ 58,244,700
17,391,300 25,944,100
995,800 1,477,300
18,387,100 27,421,400
20,883,400  $ 30,823,300
20,883,400  $ 30,823,300
14,795,000 19,248,900
952,000 1,398,300
1,044,200 1,541,200
2,884,900 2,897,400
3,536,400 4,377,900
23,212,500 29,463,700
(2,329,000 § 1,359,600
- 367,100
(2,329,100)  $ 992,500
ATTACHMENT 36
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ATTACHMENT 36
Financial Viability

The Balance Statement for the Applicant entity, Rehabilitation Institute of Springfield follows.

CON Year 1 CON Year 2
Cash $ 1,670,800 $ 5,458,800
Accounts Receivable 4,806,000 6,502,400
Total Current Assets 6,476,800 11,961,200
PP&E 66,289,700 66,389,700
Accumulated Depreciation (2,884,900) (5,782,300)
PP&E, net 63,404,800 60,607,400
Other Assets 9,263,200 9,263,300
TOTAL ASSETS $ 79,144,900 $ 81,831,900
CURRENT LIABILITIES
Accounts Payable 436,000 573,500
Accrued Salaries 982,200 1,277,900
TOTAL CURRENT LIABILITIES 1,418,300 1,851,400
L/T LIABILITIES
EQUITY
Partners Equity 80,055,500 81,316,900
Retained Earnings (2,328,900) (1,336,400)
NET EQUITY $ 77,726,600 $ 79,980,500
TOTAL LIAB AND EQUITY $ 79,144,900 $ 81,831,900

~ ATTACHMENT 36
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ATTACHMENT 36
Financial Viability

Current Ratio:
Current Assets /
Current Liabilities

Net Margin Percentage
Income b/f Tax /
Net Patient Revenue

Percent Debt to Capitalization
Note: Licensee has no long-term debt
Projected Debt Service Coverage
Note: Licensee has no long-term debt
Days Cash on Hand
Cash
Total Expenses exct Depreciation
Expenses per Day

Cushion Ratio
Note: Licensee has no long-term debt

The Financial Viability Ratios for the Applicant entity, Rehabilitation Institute of Springfield follows.

Page 225

CON Year 1 CON Year 2
4.6 6.5
6,476,800 11,961,200
1,418,300 1,851,400
-11.2% 4.4%
(2,329,100) 1,359,600
20,883,400 30,823,300
N/A N/A
N/A N/A
30.0 75.0
1,670,800 5,458,800
20,327,600 26,566,300
55,700 72,700
N/A N/A
ATTACHMENT 36
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ATTACHMENT 36
Financial Viability

The assumptions supporting the income statement for Rehabilitation Institute of Springfield follow.

Patient Utilization
As explained and supported throughout this application, patient days are projected to reach 16,718 in CON
Year 2, the first full fiscal year when the project achieves a target utilization of 85%.

Gross Patient Revenues

The Rehabilitation Institute’'s proposed charges are based upon the expected diagnostic and acuity levels of
the patients treated and average charges per patient day experienced by Encompass Health and Memorial
Health. Gross patient revenues include patient room, therapeutic, and ancillary service charges. Average
charges per patient day are projected to be $3,484 in CON Year 2.

Contractual Allowances

Contractual allowances are the difference between the gross patient charge and anticipated third-party
payment rate. Projected contractual allowances are based upon anticipated payor mix and third-party payment
rates for the anticipated diagnostic and acuity levels of the patients treated.

Proposed patient payor mix was developed from the service area payor mix and Encompass Health and
Memocrial Health experience, and is summarized below as follows:

Payor Payor Mix
Medicare 36.0%
Medicare Advantage 30.7%
Medicaid 10.0%
Managed Care/Commercial 20.0%
Self-Pay/Other 3.0%
Charity 0.3%
Total 100.0%

Other Deductions from Revenue

Other Deductions are predominately comprised of self-pay discount, free care, bad debt, charity care, and
indigent care write-offs. These deductions are based on the Rehab Institute’s anticipated services and payor
mix, as well as experiences in other Encompass and Memorial Health facilities.

Expenses

The Rehab Institute's projected expenses are based on historical expenses incurred at other Encompass
hospitals and Encompass’s vast operations knowledge and experience opening new hospitals in similar
markets. Explanations of significant expense assumptions are provided below.

Salaries and Benefits

Clinical nursing staffing levels are based upon Encompass Health and Memorial Health’s experience
and standard hours of care, applied to anticipated patient volumes and patient acuity mix. Nursing
staffing levels are sufficient to meet the medical and rehabilitation needs of the patients and to achieve
service excellence.

Salaries and benefit expenses are based on projected patient census, staffing mix, area labor market
conditions, and Encompass Health and Memorial Health experience in recruiting employees.

ATTACHMENT 36
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ATTACHMENT 36
Financial Viability

Supplies and Drugs

Supplies and drugs expenses are based on the Rehab Institute’s projected patient case mix and
Encompass and Memorial Health's experience. Supplies and drug expenses for the proposed hospital
will approximate $84 per patient day in CON Year 2.

Administrative Services

These expenses, estimated to be 5% of net patient revenues, represent service fees that will be paid by
the Rehab Institute to Encompass Health for administrative support and assistance in areas such as
financial, accounting, payroll, management information systems, human resources, insurance, risk
management, cash management and other related support services.

Depreciation and Amortization
Depreciation and amortization expenses are based upon the Rehab Institute's project costs depreciated
over asset average useful lives using the straight-line method.

Other Operating Expenses
Other operating expenses are comprised of maintenance costs, utilities, contract and directorship fees,

and other services. These expenses are based on projected patient utilization and Encompass Health
and Memorial Health experience.

Taxes

Projected income taxes represent estimated federal and state taxes related to projected income. Although
income taxes on an LLC are paid at the member level, taxes paid are estimated at an effective rate of
27%.
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ATTACHMENT 36
Financial Viability

Table of Contents
Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Encompass Health Corporation

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Encampass Health Corporation and its subsidiaries (the
“Company "} as of December 31, 2025 and 2024, and the related consolidated statements of comprehensive income, of
sharcholders' equity and of cash flows for each of the three years in the period ended December 31, 2025, including the related
notes (coliectively referred to as the “consolidated finencial statements™). We also have audited the Company's intemal control
over financial reporting as of December 31, 20235, based on criteria estabhished in Internal Control - Integrailed Framework
(2013) 1ssued by the Committes of Sponsoring Organizations of the Treadway Commission (COSO).

In our optmon, the consolidated financial statements referred Lo above present fairly, in all material respects, the financial
position of the Company as of December 31, 2025 and 2024, and the results of s operations and its cash flows for cach of the
three yeors in the penod ended December 31, 2025 in conformity with accounting principles generatly accepted in the United
States of Amenca, Also in our opinion, the Company maintained, in all malenial respects, elfective internal control over
financial reporting as of December 31, 2025, based on criteria established in Inremal Control - Integrated Framework: (2013)
issued by the COSO

A-0L WHOS

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective intemsal
control over financial reporting, and for its assessment of the effectiveness of intemal control over financial reporting, included
in Management's Report on Internal Control over Financial Reporting appeanng under Item %A, Our responsibility is Lo express
opinions on the Company’s consolidated financial statements and on the Company's intemal control over financial reporting
based on our audits. We are a public accounting firm registered with the Public Campany Accounting Oversight Board (United
States) (PCAOB} and are required to be independent with respect to the Company in accordance with the 1.S. federal securities
laws amd the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCACB. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement,
whether due to error or fraud, and whether effective intemal control over finencial reporting was mamtained in all material
respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement
of the consolidated financial statements, whether due 1o error or fraud, and performing procedures that respond 1o those nsks.
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures tn the consolidated
financial statements. Our gudits slso included evaluating the accounting principles usad and significent estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements. Cur audit of internal
control over financial reporting inciuded obtaning an understanding of mtermal control over financial reporting, assessing the
sk that a material weakness exists, and testing and evaluating the design and operating elfectivencss of internal control based
on the assessed nsk. Our audits also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reperting

A company s internal control over financial reporting 1s a process designed 1o provide reasonable assurance regarding the
rehability of financial reporting and the preparation of financial statements for extzmal purposes in accordance with generally
accepted accounting principles. A company’s internal control over financtal reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and furly reflect the transactions and
dispositions ol the assets of the company;, (1) provide reasonable assurance that transactions are recorded as necessary 1o permil
preparation of financial statements in accordance with gencrally accepted accounting pnnciples, and that receipts and
expendttures of the company are being made only m accordance with authonzations of management and directors of the
company; and {111} provide reasonnble assurance regarding prevention or imely detection of unauthorized acquisition, use, or
disposition of the company s assets that could have a matenal effect on the financial statements.

[
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Because of its inherent limitations, intemal control over [inancial reporting may not prevent or detect misstatements. Also.
projections of any evaluation of effectiveness to future periods are subject 10 the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may detenorate.

Critical Awdit Matters

The critical audit matiers communicated below are malters ansing from the current pentod audit of the consohdated financial
statements thal were commurnucated or required o be communicated to the audit committee and that (1) relate to accounts or
disclosures that are material 1o the conschidated financial statements and {11} involved our especially challenging, subjective, or
complex judgrments. The communication of critical audit matters does not aller n any way our opimon on the consolidated
financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing separate
opinzons on the critical audil matlers or on the accounts or disclosures to which they relate

Valuation of Patient Accounts Receivable - Contractual Allowances and Uncollectible Amonnts

As described in Notes 1 and 4 10 the consobdated financial statements, revenues are recogmzed (or measured) using the input
method as therapy, nursing, and auxiliary services are provided bascd on management's estunate of the respective transaction
price. Manzgement's estimate of the transaction price includes eslimales of price concessions for such ilems as contractual
allowances, potential adjustments that may ansc from payment and other reviews, and uncolleetible amounts. Revenucs
recognized are subject to & number of elements which may impact both the overall amount of revenue reahized as well as the
uming of the collection of the related paticnt accounts receivable. Factors considered by management in determining the
estimated transaction price include the patient’s total length of stay for in-house patients, cach patient’s discharge destination,
the proportion of patients with secondary msurance coverage and the leve! of reimbursement under that secondary coverage,
and the amount of charges that will be disallowed by payors. Management assumes these factors will remain consistent with
the experience for patients discharged in similar time periods for the same payor classes. The Company's consolidated
accounts recetvable balance 1s $644.7 million as of December 31, 2025, Management estimates the allowance for uncollectible
amounts bascd on the aging of accounts receivable, histoncal collection experience {or cach type of payor, and other relevant
factors. As disclosed by maragement, changes 1 general economic conditions are also considered.

The principal considerations for our determination that performing procedures relating to valuation of patient accounts
receivable ~ contractual allowances and uncollectible amounts 1s a critical audit matter are the stgruficant judgment by
management to estimate patient accounts receivable and the amount that will ulimately be collected under the terms of the
thurd-party payor contracts, which in tumn led to significant auditor judgment and effort to evaluate the audit evidence obtained
related to the valuation of patient accounts receivable.

Addressing the matter invelved performing procedures and evaluating sudit evidence in connection with forming our overall
opinion on the consolidated financial statements. These procedures included testing the effectiveness of controls relating ta the
valuation of patient accounts receivable related to contractunl allowances and uncollectible amounts, which included controds
over management's process, assumplions, and data used 1o estimate contractual allowances and uncollectible amounts and
determine patient accounts receivable, These procedures also included, among others, i) evaluating management's process for
developing the estimate for contractual allowances and uncollectible smounts, nj 1esting the completeness and accuracy of
underlying data used in the modz), iii) evaluating the historical accuracy of maragement’s process for developing the estimate
of the amount which will ulumately be collected by companng actual cash collections to the previously recorded patient
accounts receivable, and iv) developing an independent expectation of the amount expected 1o be collected by management
Developing an independent expectation involved calculating the percentage of cash collections as compared to the recorded
patient accounts receivable balance for prior years and comparing that percentage to management’s collection expectation used
to determine the current year estimate for contractual allowances and uncollectible amounts.

Veluation of Pattent Accounts Receivable - Denied Claims

As deseribed in Note 1 to the consolidated financial statements, the Company’s Medicare claims have been subject ta review by
Medicare Administrative Contractors {“MACs™) under programs known as “widespread probes.™ The MACS probes have
resulted in denial of payment for claims billed under certain diagnosis codes. White the Company generally disputes or appeals
most of the denals of payments resulting from the MACs probes, the Medicare appeals adjudicauon process. which is
administered by the Office of Medicare Heanings and Appeals ("OMHA™). has been subject 1o sigmificant delay resulting in a
backlog of claims awaiting adjudication. As of December 31, 2025, there were spproxmately $39.0 aullion i demed claims
that were under review. As dhsclosed in Note 1, the Company's historical experience and success n the adjudication of these
appeals 18 a component of monagement’s estimate of transaction price

F-3
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The principal considerations fior our determination that performing procedures relating to valuation of patient accounts
receivable - dented claims is a critical audit matter ave the significmt judgment by management to estimate the ultimate
expected amount of collectible accounts receivable related to denied claims. This in turn led to o high degree of auditor
judgment and effort to evaluate the audit evidence obtained related to the valuation of such dented claims

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall
opinion on the consobdated financial statements. These procedures included testing the effectiveness of controls relating to the
valuation of paticnt accounts recervable related to denied claims, which included controls around the wdentification of demed
claims at period-cnd, as well as controls to assess the reasonableness of the success rate esumates. These procedures also
included, among others, 1) evalualing management's process for developmg the eslimates for collecuble amounts related o
denied claims, as well as the relevance and use of the historical billings and collection data as an mput to the valuation analysis,
1i) evaluating the reasonableness of management's analysis and success rate estimate for denied claums by comparing it Lo the
Company’s adjulicoted denied claims results, isi) performing testing over a sample of denied revenue transaclions by inspecung
evidence that the claim was denied, and iv) performing lesting over a sample of cash collections from the historical collection
data used in management’s estimation of colleciability.

|
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{8/ PricewaterhouseCoopers LLP
Bimningham, Alabama
February 26, 2026

We have served as the Company”s audior since 3003
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Consolidated Statements of Operations

For the Year Ended December 31,

2025 2024 2023
(In Millions, Except Per Share Data)
Net operating revenues $ 59352 § 53732 3 48012
Operating expenses
Salanes and benzlits 3,115.9 2.901.00 2,600
Other opersling expenses 888.7 8026 7i9.1
Occupancy costs 59.0 573 56.3
Supplies 2544 2390 2183
General end administrative expenses 236.2 2092 201.7
Depreciation and amortization 327.9 299.6 2739
Total operating expenses 4,882.1 4,508.7 4,069 4
Loss on early extinguishment of debt —_ 06 -
Interest expense and amortization of debt discounts and fees 1232 1374 1435
Other income (18.8) (20.1) (57
Equity im net income of noncansolidated alfiliates (4.3) (3.0) (3.2)
Income from continuing operations before income tax expense 953.0 T49.6 6072
Provision for income tax expense 192.9 150.2 1322
Income from continuing operations 760.1 599.4 47150
Loss from discontinued operations, net of tax (1.0} (2.8) {12.0)
Net income 759.1 596.6 4630
Less: Net mcome atinbulable to noncontrolling interests (192.9) (140.%) {111.0)
Net income attributable to Encompass Ilealth 3 566.2 S 4557 8 3520
Weighted average common shares outstunding:
Basic 100.5 939 99.5
Diluted 102.2 1022 101 3
Earnings per common share:
Basic enrnings per share attributable to Encompass Health
common sharcholders:
Continuing operations $ 563 $ 456 $ 3.63
Discontinued operations {0.01) (0.03) (0.12)
Net income s 562 $ 453 3 351
Diluted earnings per share attributable to Encompass Health
common shareholders:
Contimnng operations $ 555 % 449 § 3.59
Discontinued operations (0.01) (0.03) (0.12)
Net income $ 554 § 446 3 347
Amounts attributable to Encompass Health:
Income [rom continuing operalions 5 5672 S 4385 3 364.0
I.oss from discontinued operations, net of tax (1.0) (2.8) {120
Net income attributable to Encompass Health $ 5662 3 4557 § 3520

The accompanying notes lo consolidated financial statements are an integral part of these slatements.
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COMPREHENSIVE INCOME
Net income
Other comprehensive income, net of tax
Net change in unrealized gain on available-for-sale securities:
Unrealized net holding gatn ansing dunng the penod
Reclassifications to net income
Cher comprehensive gain befure income laxes
Proviston for mcome tax expense related to other comprehensive loss items
Other comprehensive income, net of tax
Comprehensive income
Comprehensive income attributable to noncontrolling interests
Comprehensive income attributable to Encompass Health

For the Year Ended December 31,

2028 2024 2023
(T Millions)
3 7591 $ 5966 3% 463.0
0.7

{¢.1) =i =

0.6 —— oz

{0.1) —_ —_

0.5 — -

759.6 596.6 463.0
{192.9) (140.9) (111.0)

$ 566.; $ 455=.7 b 352.0

3
bos |
=
2
R
-
w

The accompanying notes to consolidated financial statements are an integral part of these statzments
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As of December 31,
2015 2024
(In Millions, Fxcept Share Data)
Asscty
Current assets:
Cash and cash equivalents 3 T 8 854
Restricted cash 30.7 317
Accounts receivable 619.2 398.8
Prepaid expenses 0.9 413
Other current assets 129.9 1227
Total current assats 205.9 8869
Property and ecuipsnent, net 4,101.6 3,643.
Operating leass night-of-use assets piv X 203.7
Goodwill 1,176 1,284.0
[ntangible assets, net 3083 2978
Other long-term assets 24).7 219.2
Total assets™ b 7!089.7 £ 6!534.7
Liabilitkes and Shareholders’ Equity
Current Uabililtes:
Querent portion of long-term debt § 6 5 1386
Current operating lease liabilies 26.5 26.3
Accounts payable 178.2 171.0
Accrued payroll 243.7 279
Accrued distnbutions 54.8 314
Other current liabilities 189.6 1458
Total curtent liabilites 8)6.4 &41.0
Long-term debi, net of current portion 24472 23592
Long-term operating lease habilities 196.6 189.7
Selfansured risks 153.1 138.6
Deferred income tax liabilities 126.8 105.2
Other leng-term liatahities 5.8 518
Total Uabllities" 33138 36855
Commitiments and contingencies
Redeemable noncontrolling interests 8.3 36.5
Sharcholders’ equity:
Encompass Health sharehiolders® equity:
Common steck, $ 01 par value, 200,000,000 shares awthonzed, issued. | 16,036,500 m 2025,
116,036,500 1n 2024 12 1.2
Capital in excess of par value 1,869.6 1,847.0
Accumulated income 1,28%.4 796.7
Accumulated other comprehensive income 0.5 -
Treasury stock, at cost (16,039,648 shares in 202 5 and 15,201,136 shares in 2024) (722.5 {577.9)
Tekal Encompass Health sharcholders’ equity 24382 2,067.0
Noncontrolling inferests T3 725.7
Tolal shareholders’ equity 3,217.5 27917
Total liabillties'” and shareholders® equity 5 7!039.7 $ 6.534.7

" Our d assels as of D

31. 2025 and December 31, 2024 include total assels of variable inlerest entities of $203 8 milfioi and $20d.1

million, respedively, which carmot be used by us to setile the obligations of olher entities. {nir consolidated liabilities as of December 31, 2025 and
December 31, 2024 include total abilities of the variable inrerest entitics of $50.5 million and $45 O million. respectively. See Note 2. Faviadle Interent

Enitittes

The accompanying notes to consolidated financial statements are an integral pant of these statements
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E 7 Health C Shareholders
Number of Accumulated
Common Capttal in
Shares Common Excessof Accumulated Comprehensive Treasury WNoncontrolling
Outstanding ~ Stock  Par Value Income Income Stock Interests Total
(In Milllens)
December 31, 2022 998 § 11 $ 1,7302 § 1157 8§ — $ (3% § 5160 $1.B163
Net income — — == 3520 — 1027 4547
Receipt of treasury stock 0.1 (8.2) - (82)
Dividends declared ($0.60 per
share) — — 0.5 61.2) - — 50.7)
Stock-based compensation — — 50.6 — . — — 50.6
Dustnbutions declared -— — - 1o {1100
Capuial contnbutions Gom
consolidated affiliates — — 100.5 100.5
Other 0o 01 57 - - (2.3) {5 20 101
December 31, 2023 1003 12 1,787.0 406 5 (547.2) 6077 22552 Ee)
Net income - 4557 1358 915 [
Receipt of treasury stock ©.2) — - - — (2.1 fnz.n g
Dhndends declared (80.64 per
share} 04 (65.5) (65.1)
Stock-based compensation _ —_ 48.3 — == 483
Distribattions declared — _— — — — (1213 (1213
Repurchases of common stock
in oper roket (0.4] - (3L1) - 311}
Capital contnibutions from
consolidated affihiates — = — - — 134.2 134.2
Contribution of our hospital
to consolidated joint venture — — 232 — (30.8) (7.0}
Other 3] R — E.S 0.1 0.7
Deceraber 3, 2024 1008 12 1,847.0 796.7 — (377.9) 7257 2,797
Mel income _ —_— - 566.2 -— —_ 18).5 T49.7
Issuance of restneted stock 0.7 —_ (28.5) — — 288 — ==
Receipt of treasury stock (0.2) — —_ —_ —_ (20.0) —_ 20.0)
Dividends declared (§0.72 per
shate) = 0.2 (135) - = — MYy
Stock-based compensation — - 56.5 —_ — — - 565
Distributions declared - - —_ —_ — — (164.1)  (164.1)
R hases of commeon stock
1 open markst (1.5) _— —_— —_ {158.6) —- {158.6)
Capital contributions fom
consolidated afiliates —_ - - — o - 366 36.6
Other 0.2 —_ [e3)) — 0.5 5.2 2.4 2.0)
December 31, 2025 1000 §$ 1.2 § l£9.6 3 1|m.4 s 05 $ !.iﬁ".sl T779.) SéZIT.S
The accompanying notes to consohdated financial statements are an integral part of these statements
F-8
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For the Year Ended December 31,

2028 2024 2023
(In Millions)
Cash NMows from operating activities:
Net meame $§ 7590 3 5966 $§ 4630
Loss from discontinued operations, net of tax 1.0 28 12.0
Adjustments to reconcile net income to net cash provided by operating activities —
Depreciation and amortization 3279 2996 2739
Amortization of debi-related items 9.6 9.7 935
Equity in net income of nonconsolidated affiliates (4.3) (30) (32)
Distributions from nonconsolidated affiliates 4.1 4.0 1.6
Stock-based compensation 56.5 483 506
Deferred tax expense 23 10.7 39
Other, net 3.5) 153 52
Changes in assets and liabilities, net of acquisitions —
Accounts raceivable (15.2) 30 (22.4)
Prepaid expenses and other assets (3t.2) 573 61
Accounts payable (22.6) 30 118
Accrued payroll 15.9 204 392
Other habilities 574 528 156
Net cash used in cperating actvities of discontinued operations (1.4) (3.1} (16.0)
Total adjustments 415.5 403.4 375.8
Net cash provided by operating aclivities 1,175.6 1,002.3 850.8
Cash fMlows [rom invesling activities:
Purchases of property, equipment, and intangible assets (736.4) (642.5) (583.1)
Proceeds from sale of restricted investments 172.8 18.9 74
Purchases of restricted investments (184.4) (12.5) (230)
Other, net (16.6) (12 {4.1)
Net cash used in investing nctivities (764.6) (653.3) (602.8)
(Continued)
F.9
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For the Year Ended December 31,

2025 2024 2023
{In Millions)
Cash flows from financing activities:
Principal payments on debt, including pre-payments (115.1) (255.2) {7.2)
Principal borrowings on notes —_ 15.0 20.0
Borrowings on revolving credit facility 210.0 80.0 60.0
Payments on revolving credit facility {100.0) (60.0) {115.0)
Principal payments under finance lease obligations (23.9) 218 “hLn
Repurchases of common stock, including fees and expenses (158.0) (31.1) =
Dividends paid on common stock (T1.1} (62.8) (60.4)
Distributions paid to noncontrolling interests of consolidated affiliates (152.1) (125.0) (114.7)
Taxes paid on behalf of employees for shares withheld (20.0) (12.1) 3.2)
Contributions from noncontrolling interests of consolidated affiliates 18 140.4 63.3
Other, net {2.8) 2.0 1.1
Net cash used in linancing activities (431.2) (330.6) (197.2)
{Decrease) increase in cash, cash equivalenits, and restricted cash (20.2) 13.9 50.8
Cash, cash equivalents, and restricled cash at beginning of year 123.1 104.2 53.4
Cash, cash equivalents, and restricted cash at end of year 3 1029 3% 123.1 § 104.2
Reconciliation of Cash, Cash Equivalents, and Restricted Cash
Cash and cash equivalents at beginning of penod $ 854 % 691 8 21.8
Restricted cash at beginming of period 377 35.1 316
Cash, cash equivalents, and restricted cash at beginning of period 3 1231 8 1042 3 53.4
Cash and cash equivalents at end of period $ 722§ 354 % 69.1
Restricted cash at end of period 30.7 377 35.1
Cash, cash equivalents, and restricted cash at end of period H 1029 $ 1231 % 104.2
Supplemental cash flow information:
Cash paid dunng the year for —
Interest S (1331) 3 (1468) 3 (1477
Supplemental schedule of noncash investing and financing activities:
Accrued purchases of property, equipment, and intangible assets s 297 3 19 3 26.1
Joint venture contributions 34.8 11.8 322

The accompanying notes to consolidated financial statements are an integral part of these statements
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L Summary of Significant Accounting Policies:
Organization and Description of Business—

Encompass Health Corporation, incorporated in Dielaware in 1984, meluding its subsidiaries, is a provider of inpatient
rehabilitation services. We operate hospitals in 39 states and Puerto Rico, with concentrations in Florida and Texas. As of
December 31, 2025, we operated 173 inpatient rehabilitation hespitals. We are the sole owner of 106 of these hospitals. We
retain 50.0% to 97 5% ownership in the remaining 57 jointly owned hospitals.

Basis of Presentation and Consolidation—

The accompanying consolidated financial statements of Encompass Health and its subsidianies were prepared in
accordance with generally accepted accounting principles in the United States of America and mclude the assets, habilities,
revenues, and expenses of all wholly-owned subsidiaries, majority-owned subsidiaries over which we exercise control, and,
when applicable, entities in which we have a controlling financial interest. Certain prior year amounts may have been
reclassified for comparative purposes W conform to the current-year financial statement presentation.

We use the equity method to account for our investments in entities we do not control, but where we have the ability to
exercise sighuficant influence over operating and financial policies. Consolidated Net income attributable o Encompass Health
ncludes our share of the net eamings of these entities. The difference between consolidation and the equity method impacts
certain of our financial ratios because of the presentation of the detailed line items reported in the consolidated financial
statements for consolidated entities compared to a one line presentation of equity method investments.

On December 31, 2025, we entered into an agreement to sell our 50% membership interest in Gemma Knife Center at
Barnes-Jewish Hospital, LLC (“Gamma Knife™} to our existing jeint venture partner, Bames-Jewish Hospital, LLC, for
$17.9 million effective January 1, 2026. We account for Gamma Knife as an equity method investment. As a result of this
transaction, we expect to record an approximate 313 million post-tax gain in Other income on our condensed consolidated
statement of operations duting the three months ended March 31, 2026 and expect the $17.9 miilion proceeds to be classified as
an investing activity within our condensed consolidated statement of cash flows during the three months ended March 31, 2026

We eliminate all significant intercompany accounts and transactions from our financial results
Variable Interest Entities—

Any entity considered a variable interest entity (“VIE™] is evaluated to determine which party is the pnmary
beneficiary and thus should consolidate the VIE. This analysis is complex, involves uncertamties, and requires sigruficant
judgment on various matters. In order to determine if we are the primary beneficiary of a VIE, we must determine what
activities most significantly impact the economic performance of the entity, whether we have the power to direct those
activities, and if our obligation to absorb losses or receive benefits from the VIE could potentially be significant to the VIE

Use of Estimates and Assumptions—

The preparation of our consolidated financial statements in conformity with GAAP requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and Liabilities at the
date of the consolidated financial statements, and the reported amounts of revenues and expenses during the reporting periods.
Significant estimates and assumptions are used for, but not limited to: {1} revenue reserves for contractual adjustments and
uncollectible amounts; (2] fair value of acquired assets and assumed liabiliies in business combuinations, (3) asset impairments,
including goodwill; (4) depreciable lives of assets; (5) useful lives of intangible assets; (6) economic lives and fair value of
leased assets; (7) income tax valuation allowances; (8) uncertain tax positions; (9) fair value of stock options and restricted
stock containing a market candition; {10} fair value of redeemable noncontrolling interests, {11) reserves for self-nsured
healthcare plans; (12) reserves for professional, workers” compensation, and comprehensive general insurance hability risks.
and {13) contingency and litigation reserves. Future events and their effects cannot be predicted with certamty; accordingly, our
accounting estimates require the exercise of judgment. The accounting estimates used in the preparation of our consolidated
linancial statements will change as new events occur, as more expernence 1s acquired, as additional information is obtamed, and
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as our operating environment changes. We evaluate and update our assumptions and estimates on an ongoing basis and may
employ outside experts to assist in our evaluation, as considered necessary. Actual results could differ from those estimates.

Risks and Uncertamties

As a healthcare provider, we are required to comply with extensive and complex laws and regulations at the federal,
state, and local government levels. These laws and regulations relate 1o, among other things

*  licensure, certilication, and acereditation,

+  policies, either at the national or local level, delineating what conditions must be met to quahfy for reimbursement
under Medicare (alse referred to as coverage requirements),

+  coding and billing for services;

*  requirements of the 0% complance threshold under The Medicare, Medicaid and State Children's Health
Insurance Program {SCHIP) Extenswon Act of 2007,

A-O1 WAOS

« relationshups with physicians and other referral sources, including physician self-refarral and anti-kickback laws,
«  quality of medical care,

+  use and maintenance of medical supplies and equipment,

+  maintenance and security of patient information and medical records;

*  minimum stailing,

+  acqusition and dispensing of pharmaceuticals and controlled substances;

¢ pricing transparency and similar consumer protection rules; and

¢+ disposal of medical and hazardous waste

[n the future, changes in these laws or regulations or the manner in which they are enforced could subject our current
or past practices to allegations of impropriety or illegality or could require us to make changes in our hospitals, equipment,
personnel, services, capital expenditure programs, operating procedures, and contractual arrangements. Those changes could
also affect rembursement as well as future compliance, training, and staffing costs.

If we fail to comply with applicable laws and regulations, we could be required to retumn portions of reimbursements
deemed after the fact to have not been appropriate. We could also be subjected to liabilities, including (1) criminal penalties,
(2) ewv1l penalties, including monetary penalties and the loss of our licenses to eperate one or more of our hospitals, and
(3) exclusion or suspensicn of one¢ or more of our hospitals from participation in the Medicare, Medicaid, and other federal and
state healthcare programs which, if lengthy in duration and matenial to us, could potentially tngger a default under our credit
agreement. Because Medicare compnises a sigmficant portion of our Net aperating revenues, failure to comply with the laws
and regulations goverrung the Medicare program and related matters, including anti-kickback and anti-fraud requirements,
could materially and adversely affect us. Specifically, reductions in reimbursements, substantial damages, and other remedies
assessed agamst us could have a material adverse effect on our busmess, financial position, results of operation, and cash flows.
Even the assertion of a violation, depending on its nature, could have a materisl adverse effect upon our stock price or
reputation and could cost us significant time and expense to defend

Hastoncally, the Unuted States Congress and some state legislatures have penodically proposed significant changes in
regulations governing the healthcare system. Many of these changes have resulted in imitations on the increases in and,
some cases, stgnficant roll-backs or reductions in the levels of payments to healthcare providers for services under many
government reumbursement programs. There can be no assurance that future govemmental imtiatives will not result in
reimbursement freezes and reductions, or reimbursement increases that are less than the increases we experience tn our costs of
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operation. Because we receive a significant percentage of our revenues from federal and state payors, such changes in
legislation might have a matenal adverse effect on our financial position, results of operations, and cash flows

In addition, there are increasing pressures from many third-party payors to control healthcare costs and to reduce or
limit increases in reimbursement rates for medical services. Our relationshups with managed care and nongovermnmental third-
party payors are generally governed by negotiated agreements. These agreements set forth the amounts we are entitled to
recewe for our services. We could be adversely affected in some of the markets where we operate if we are unable to negotiate
and maintain favorable agreements with third-party payors.

Our third-party payors may aiso, from time to time, request audits of the amounts paid, or to be paid, 10 us. We could
be adversely affected in some of the markets where we operate if the auditing payor alleges substantial overpayments were
made to us due to coding errars or lack of documentation to support medical necessity determinations.

MNet Operating Revenues—

Our Net operahing revenues disaggregated by payor source are as follows (in milhons)

Year Ended December 31,
2015 2024 2023

Medicare $ 38869 $ 34953 5 31261
Medicare Advantage 974.4 903.7 776.1
Managed care 634.0 579.2 531.4
Medicard 1842 179.4 190.7
Cther thurd-party payors 397 417 418
Workers’ compensation 296 278 258
Pabents 112 [ ER] i49
Other income 169.2 130.2 94.4

Total $ 59352 § 5373.2 $ 4,801 2

We record Ne! operating revenues on an accrual basis using our best esimate of the transaction price for the type of
service provided to the patient. Our estimate of the transaction price includes estimates of price concessions for such items as
contractual allowances, potential adjustments that may anse from payment and other reviews, and uncollectible amounts. Our
accounting systems calculate contractual allowances on a patient-by-patient basis based on the rates in effect for each primary
third-party payor. Adjustments related to payment reviews by third-perty payors or their agents are based on our historical
experience and success rates in the claims adjudication process. Estimates for uncollectible amounts are based on the aging of
our accounts receivable, our historical collection experience for each type of payor, and other relevant factors.

Management continually reviews the revenue transaction price estimation process to consider and incorporate updates
to laws and regulations and the frequent changes in managed care contractual terms that result from contract renegotiations and
renewals. Due to complexities involved in determming amounts ulumately due under reumbursement arrangements with third
party payors, which are often subject to interpretation, we may receve reimbursement for healthcare services authonzed and
provided that 1s different from our estimates, and such differences could be material. In addition, laws and regulations
govemning the Medicare and Medicaid programs, are complex, subject to interpretation, and are routinely modified for provider
reimbursement. All healthcare providers participating in the Medicare and Medicaid programs are required to meet certain
financial reporting requirements. Federal regulations require submission of annual cost reports covering medical costs and
expenses associated with the services provided under each hospital provider number to program beneficiaries. Annual cost
reports required under the Medicare and Medicaid programs are subject to routme audits, which may result in adjustments to
the amounts ultimately determined to be due to Encompass Health under these reimbursement programs. These audits often
require several years to reach the final determination of amounts earned under the programs. If actual results are not consistent
with our assumptions and judgments, we may be exposed to gains or losses that could be material
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The Centers for Medicare & Medicaid Services (“CMS™) has been granted authority to suspend payments, in whole or
in part, to Medicare providers if CMS possesses relisble information an overpayment, fraud, or willful misrepresentation exists
[f CMS suspeets payments are being made as the result of freud or misrepresentation, CMS may suspend payment at any time
without providing prior notice to us. The initial suspension periad 1s limited to 180 days. However, the payment suspension
period can be extended almost indefinitely if the matter is under investigation by the United States Department of Health and
Human Services Office of Inspector General (the “HHS-OIG™) or the United States Department of Justice (the "DOJ").
Therefore, we are unable to predict if or when we may be subject to a suspension of payments by the Medicare and/or Medicad
programs, the possible length of the suspension period, or the potential cash flow impact of a payment suspension. Any such
suspension would adversely impact our financial position, results of operations, and cash flows.

Pursuant to legislative dircctives and authorizations from Congress, CMS has developed and nstituted vanious
Medicare audit programs under which CMS contracts with private companies to conduct claims and medical record audits. Asa
matter of course, we undertake significant efforts through iraing and education to ensure compliance with Medicare
requirements. However, past audits have led, and future sudits may lead, to assertions we have been underpaid or overpaid by
Medicare or submitted improper claims in some instances. Ultimately, audits may require us to refund any amounis determined
to have been overpaid. Audits also require us 1o incur additional cosis to respond to requests for records and defend the validity
of payments and claims. [n some circurastances auditors assert the authority to extrapolate demal rationales to large pools of
¢laims not actually audited, which could increase the impact of the audit. We cannot predict when or how these audit programs
will affect us.

==kl
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Medicare Administrative Contractors (“MACSs™), under programs known as “widespread probes,” have conducted pre-
payment claim reviews of our Medicare billings and in some cases denied payment for certain diagnosis codes. We dispute, or
“appeal,” most of these denials. As discussed above, our historical experience and suceess in the adjudication of these appeals 15
a corponent of our estimate of transaction price. The Medicare appeals edjudication process is adminstered by the Office of
Medicare Hearings and Appeals (“OMHA™) and has been subject to significant delay resulting in a backlog of claims awaiting
adjudication. Beginning in March 2020, OMHA increased the frequency of hearings and the number of claims sct at ¢ach
hearing, which we believe adds to the substantive and procedural deficiencies n the appeals process. During 2022, the backlog
of “widespread probe™ claims adjudicated by the administrative law judge (“ALJ") conunued and were substantially resolved
This OMHA practice resulted in a reduction in our success in the adjudication of these appeals, but have increased the pace of
recovery of these claims. We have appealed certain adverse ALJ rulings to the Department Appeals Board (*IDJAB”), the final
level of admimstrative review . As of December 31, 2025, approximately $12 maltion and $21 million in denied claims are
awaiting review at the ALJ and DAR levels, respectively. In addition, we have appealed approximately $6 million in claims
denied by the DAB pending review by the United States district courts as of December 31, 2025 Reserves aganst appeals
pending before the ALJ, DAB, and the United States district courts totaled $7.0 million, $12.3 milhion, and $4.6 mulion,
respectively, as of Deceraber 31, 2025

During the fourth quarter of 2023, we recorded an additional reserve totaling $21.9 mitlion related to appeals pending
before the DAB and several federal district courts. The increase in reserve was driven primarily by an increase in unfavorable
adjudication outcores experienced at the DAB during the second half of 2023 and largely offsets the remaining net canying
value of these claims. These appeals related primarily to claims denicd prior to 2018. Thus adjustment dicd not inpact our
reserve methodology for ongoing clams audit programs, mcluding TPE and RCD (defined and discussed below). We will
continue to pursue ongoing appeals before the DAB and federal district courts where economically beneficial

Under CMS’s Targeted Probe and Educate ("TPE™) program, MACs use data analysis to identify healthcare providers
with unusuat billing practices, high claim error rates, and items and services that have high national error rates. Once a MAC
selects a provider for claims review, the initial volume of clamms review is limited to 2010 49 claims. The TPE program
includes up to three rounds of claims review if necessary with comresponding provider education and a subsequent period to
allow for improvement. If results do not improve sufficienty after three rounds, the MAC may refer the provider to CMS for
further action, which may include extrapolation of error rates to a broader universe of claims or referml 10 a UPIC or RAC
{defined below). We cannot predict the impact of the TPE program on our ability to collect claims on a imely basis

On December 14, 2020, CMS announced a five-year review choice demonstration for inpatient rehabihtation services
(the “RCD™), under which Medicare reumbursement claims are assessed for comphance with applicable coverage and chinical
documentation requirements. In August 2023, inpaticnt rehabilitation factliues ("IRFs™) located in Alabama began participation
in RCD. On June 17, 2024, CMS expanded RCD to include IRFs located in Pennsylvania and billing to a certain MAC. We do
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not bill to that MAC, so we are not subject to the program in Pennsylvania at this time. In Decetnber 2025, CMS announced the
expansion of RCD to Texas and California, effective March 2, 2026 and May 1, 2026, respectively. With the expansion to those
two states, we expect 33 of our current inpatient rehabilitation hospitals (representing approximately 11.9% of our IRF
Medicare claims) to be subject to RCD. After the initial four states, CMS intends to expand the demonstration to include
additional IRFs based on the MAC to which those IRFs submit claims. There are no details of that expansion at this time.

Under the RCD, participating IRFs have an initial choice between pre-claim or post-payment review of 100% of
Medicare claims submitted to demonstrate compliance with applicable requirements. We elected the pre-claim review option
for our [RFs in Alabama for the first cycle. Under the pre-claim review choice, services can begin prior to the submission of the
review request and conlinue while the decision is being made. The pre-claim review request with required documentation must
be submitted, reviewed, and approved before the final claim is paid. If a certain percentage of the claims reviewed are found to
be valid, the IRF may then opt out of the 100% review. The opt-out validation percentages for the first, second, and third cycles
were 80% or greater, $5%: or greater and 90% or greater, respectively. In opting out, the [RF may elect spot prepayment
reviews of samples consisting of 5% of total claims or selective post-payment review of a statistically valid random sample.
Our claim validation rate for the first cycle ending in February 2024 exceeded the 80% threshold at all participating hospitals.
For the second cycle, which began on May 1, 2024, we elected not to opt out, so our hospitals in Alabama remained subject to
the 100% pre-claim review. None of our hospitals in Alabama achieved the opt-out claim validatton rate for the second or third
cycles ending in October 2024 and June 2025, respectively. In the third cycle, we again submitted 100% of review requests pre-
claim. None of our IRFs in Alabama achieved the 90% claim validation rate for the third cycle ending in June 2025. We beleve
many of the non-affirmations in these cycles were based on application of improper standards or requirements that directly
conflict with the Medicare coverage criteria for [RFs. We have engaged, and will continue to engage, with the MAC and CMS
to ensure the review process is consistent with existing rules, regulations and statutes. In the fourth cycle which began
September 1, 2023, the affirmation rate required to opt-out remains 90% or greater. Given the inconsistent review process
applied by the MAC across the previous cycles, we cannot predict the impact, if any, RCD may have on the collectability of our
Medicare claims over the program’s term and ultimately on our financial position, results of operations, and cash flows

In connection with CMS approved and announced Recovery Audit Contractors (“RACs") audits related to IRFs, we
receved requests from 2013 to 2025 to review certain patient files for discharges occurring from 2010 to 2025. These RAC
audits are focused on identifying Medicare claims that may contain improper payments. RAC contractors must have CM$
approval before conducting these focused reviews which cover issues ranging from bulling documentation to medical
necessity. Medical necessity is an assessment by an independent physician of a patient’s ability to tolerate and benefit from
intensive multi-disciplinary therapy provided in an IRF setting.

CMS has also established other types of contractors, including the Unified Program Integnty Contractors (“LFICs™)
and the Supplemental Medical Review Contractor {*SMRIZ™). The UPICs canduct audits with a focus on potential fraud and
abuse issues. Like the RACs, the TFICs conduct audits and have the ability to refer matters to the HHS-OIG or the DOJ. Unlike
RACs, UPICs do not receive a specific financial incentive based on the amount of the error as a result of UPIC audits. We have,
from time 1o time, received UPIC record requests which have resulted in claim denals on paid claims. We have appealed
substantially all UPIC denials arising from these audits using the same process we follow for appealing other denials by
contractors. As of December 31, 2025, we have appealed $18.0 million of overpayment determination related to one UPIC audit
to the DAB, challenging both the denials and the improper use of extrapolation. It is not possible to predict when this matter
will be resolved or the ultimate outcome. The SMRC conducts nationwide medical reviews of Medicare clauns to determine
compliance with coverage, coding, payment, and billing requirements.

To date, the Medicare claims that are subject to these post-payment audit requests represent less than 1% of our
Medicare patient discharges from 2010 to 2025. Because we have confidence m the medical judgment of both the refernng and
admitting physicians who assess the treatment needs of their patients, we have appealed substantially all claum denials arising
from these audits using the same process we follow for appealing denials by MACs. Due to the delays announced by CMS in
the related adjudication process discussed above, we believe the resolution of any claims that are subsequently denied as a
result of these claim audits could take several years. In addition, because we have limited expenence with UPICs and RACs 1n
the context of claims reviews of this nature, we cannot provide assurance as to the timing or outcomes of these disputes. As
such, we make estimates for these claims based on our historical experience and success rates in the claims adjudication
process, which is the same process we follow for denials by MACS. During 2025, 2024, and 2023, our adjustment to Net
operating revenues for claims that are part of these post-payment claims review process was not material.
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Our performance obligations relate to contracts with a duration of less than one year. Therefore, we elected to apply
the optional exemption to not 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 These unsatisfied or partially unsatisfied performance
obligations primarily relate to services provided at the end of the reporting penod.

We are subject to changes in government legisiation that could impact Medicare payment levels and changes in payor
patterns that may impact the level and timing of payments for services rendered

Net operating revenues are recognized over timie as the services are provided to the patient. The performance
obligation 1s the rendering of services to the patient during the term of ther mpatient stay. Revenues are recogmized (or
measured) using the input method as therapy, nursing, and awxliary services are provided based on our estimate of the
respective transaction price. Revenues recognized are subject to a number of elements which impact both the overall amount of
revenuc realized as well as the timing of the collection of the related accounts receivable. Factors considered in determining the
estimated transaction price include the patient’s total length of stay for in-house patients, each patient’s discharge destination,
the proportion of patients with secondary insurance coverage and the level of reimbursement under that secondary coverage,
and the amount of charges that will be disallowed by payors. Such additional factors are assumed to remain consistent with the
experience for patients discharged in similar time periods for the same payor classes

AOLWHOA

Cash and Cash Equivalents—

Cash and cash equivalents include highly liquid invesiments with matuntes of three months or less when purchased.
Carrying values of Cash and cash equivalents approximale fair value duc to the short-term nature of these mstruments.

We maintain amounts on deposit with vanious financial institutions, which may, at times, exceed federally nsured
limits. However, management periodically evaluates the credit-worthiness of those mnstitutions, and we have not experienced
any losses on such deposits.

Marketable Securities—

We record all equity securities with readily determinable fair values and for which we do not exercise significant
influence at fair value and record the change in fair value for the reporting period in our consolidated staternents of operations.

We record debt securities with readily detenminable far values and for which we do not exercise significant influence
as available-for-sale securities, We carry the available-for-sale securities at fair value and report unrealized holding gains or
losses, net of income taxes, in Accumulated other comprehensive income, which 15 a separale component of shareholders
equity. We recognize realized gains and losses in our consolidated statements of operations using the specific identificaion
method. Unrealized losses are charged agamnst eamings when a decline in fair value was determined to be other than temporary
Management reviews scveral factors to determine whether a loss is other than temporary, such as the length of time a sccunty is
in an unrealized loss position, the extent to which fair value is less than cost, the financial condition and near term prospects of
the issuer, industry, or geographic area and our ability and intent to hold the security for a period of time sufficient to allow for
any anticipated recovery in fair value.
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Aeccounts Recervable

We report accounts receivable from services rendered st their estimated transaction price which takes into account
price concesstons from federal and state agencies (under the Medicare and Medicaid programs), maneged care health plans,
commercial insurance companies. workers® compensation programs, employers, and patients. Cur aceounts receivable are
concentrated by type of payor. The concentration of patient service accounts receivable by payor class, as a percentage of total
patient service accounts recewvable, 1s as follows:

As of December 31,

1028 2024
Medicare 549 % 555 %
Managed care and other discount plans, ncluding Medicare Advantage 356 % 343 %
Medicaid 36% 4.0 %
Other third-party payors 28% 28%
Workers' compensation 25% 26%
Patients 0.6 % 0.8 %
Total 100.0 % 100.0 %o

While revenues and accounts receivable from the Medicare program are sigmificant to our operations, we do not
believe there are sigruficant eredit nsks associated with this government agency. We do not believe there are any other
significant concentrations of revenues from any particular payor that would subject us to any significant credit nsks in the
collection of our sccounts receivable

Accounls requiring collection efforts are reviewed via system-generated work queues that automatically stage (based
on age and size of outstanding balance) accounts requinng collection efforts for patient account representatives. Collection
efforts include contacting the applicable party (both 1n writing and by telephone}, providing information (both financial and
clinical) to allow for payment or to overturn payer decisions to deny payment, and arranging payment plans with self-pay
patients, among other technigues When we determine all in-house ¢fforts have been exhausted or 1t 18 a more prudent use of
resources, accounts may be turned over 1o a collection agency.

The collection of outstanding recevables from Medicare, managed care payors, other third-party payors, and patients
is our primary sokrce of cash and 15 entical to our operating performance. While it 1s our policy to venify insurance prior to a
patient being admitted, there are vanous exceptions that can occur. Such exceptions include instances where we are (1) unable
to obiain verification because the patient’s insurance company was unable to be reached or contacted, (2) a determination s
made that a patient may be eligible for benefits under various govemment programs, such as Medicaid, and it takes several
days, weeks, or months before qualification for such benefits 1s confirmed or denied. and (3} the patient 15 transferred to our
hospital from an acute care hospital without having access to a credit card, cash, or check to pay the apphicable patient
responsibility amounts (1.¢., deductibles and co-payments].

Our primary collection nisks relate to patient responsibility amounts and claims reviews conducted by MACs or other
contractors. Patient responsibility amounts melude accounts for which the patient was the primary payor or the primary
insurance carrier has paid the amounts coverad by the applicable agreement, but patient co-payment amounts remain
oulstanding. Changes in the economy, such as increased unemployment rates or penods of recession, can further exacerbate our
ability to collect patient responsibility amounts.

If actual results are not consistent with our assumptions and judgments, we may be exposed to gamns or losses that
could be material Changes in general economic conditions, business office epemtions. payor mix, or trends i federal or state
governmental and private employer healthcare coverage could affect our collection of accounts recervable, financial position,
resulis of operations, and cash flows.
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Property and Equipment—

We report land, buildings, improvements, vehicles, and equipment at cost, net of accumulated depreciation and
amortization and any assct impairments. We depreciate our assets using the straight-line method over the shorter of the
estimaled uselul life of the assets or life of the underlying leases. Uselul hives are generally as follows

Yeurs
Buildings 10te 30
Leasehold improvements 2to 1S 8
Vehicles 5 A
3010 |

Furmiture, fixtures, and equipment

Maintenance and repairs of property and equipment are expersed as incurred. We capitalize replacements and
betterments that increase the estimated useful hie of an asset. We capitalize pre-acquisiion costs when they are directly
identifiable with a specific property, the costs would be capitalizable if the property were slready acquired, and acquisition of
the property 15 probable We capitalize interest expense on major construction and development projects while 1n progress

o
-
Q
po)
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=

We retain fully depreciated assets in property and accumulated depreciation accounts until we remove them from
service In the case of sale, retirement, or disposal. the asset cost and related accumulated depreciation balances are removed
from the respective accounts, and the resulling net amount, less any proceeds, 1s included as a component of income from
conlinuing operations in the consolidated statements of operations. However, if the sale, retirement, or disposal involves a
discontinued operation. the resulting net amount, less any proceeds, 1s included in the results of discontinued operations.

-

Leases

We determine if an arrangement 15 a lease or conlains g lease at nception and perform an analysss to determine
whether the lease is an operating lease or a finance lease. We measure nght-of-use assets and lease liabilies at the lease
commencement date based on the present value of the remaining lease payments. As most of our leases do not provide a
readily determinable imphcit rate, we estimate an incremental borrowing rate based on the credit quality of the Company and
by comparing interest rates available 1n the market for similar borrowings, and adjusting this amount based on the impact of
collateral over the lerm of cach lease. We use this ratc to discount the remaining leass payments in measuring the right-of-use
asset and lease lisbility We use the implicit rate when readily determinable. We recogmize lease expense for operating leases
on a straight-line basis over the lease term. For our finance leases, we recognize amortization expense from the amortizatwon of
the right-of-use asset and interest expense on the related lease hability. Certain of our lease agreements contawn annual
escalation clauses based on changes in the Consumer Price Index The changes to the Consumer Pnce Index, as compared to
our initigl estimate at the lease commencement date, are treated as vanable lease payments and recognized in the period n
which the obligation for those payments was incurred In general, we do not account for lease and non-lease components
separaiely for purposes of establishing right-of-use assets and lease liabilities.

Leasas with an tnutial term of twelve months or less are not recorded on the consolidated balance sheets. We
recognize lease expense for these leases on a straight-hne basis over the lease term

Goodwill and Gther Intangible Assets—

We are required to test our goodwill and indefirute-lived intangible asset for impairment at least annually, absent some
tnggering event that would accelerate an impairment assessment. Absent any impaiment indicalors, we perform this
impairment testing as of October 151 of each year. We recognize an impairment charge for any amount by which the carying
amount of the asset exceeds its implied fair value. We present an impairment charge as a separale line item within income [rom
conunuing operations in the consolidated statem ants of operations, unless the impawrment is associoted with a discontinued
operation. In that case, we include the impairment charge, on a net-of-tax basis, within the results of discontinued operations.

We assess qualitative factors in our single reporting unit to determine whether it 1s necessary to perform the
quantitative impairment test, IF. based on this qualitative assessment, we were 1o believe we must pecform the quantitative
impairment test, we would determine the fair value of our reporting umit using generally accepted valuation techniques
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including the income approach and the market approach. The income approach includes the use of our reporting unit’s
discounted projected operating results and cash flows. This approach includes many assumptions related to pnicing and volume,
operating expenses, capital expenditures, discount factors, tax rates, etc, Changes in economic and operating conditions
impacting these assumptions could result m goodwill impaiment in future periods. We reconcile the estimated fair value of our
reporting unit to our market capitalization. When we dispose of a hospital, goodwill is allocated to the gain or loss on
disposition using the relative fair value methodology.

We assess qualitative factors related to our indefinite-lived intangible asset to determine whether 1t 15 necessary to
perform the quantitative impairment test. If, based on this qualitative assessment, we were to believe we must perform the
quantitative impairment test, we would determine the fair value of our indefinite-lived intangible asset using generally accepted
valuation techniques including the relief-from-royalty method. This method is a form of the mcome approach in which value is
equated to a series of cash flows and discounted at a risk-adjusted rate. It is based on a hypothetical royalty, calculated as a
percentage of forecasted revenue, that we would otherwise be willmg to pay to use the asset, assuming it were not already
owned, This approach includes assumptions related to pricing and volume, as well as a royalty rate a hypothetical third party
would be willing to pay for use of the asset. When making our royalty rate assumption, we consider rates paid in arms-length
licensing transactions for assets comparable to our asset.

We amortize the cost of intangible assets with finite useful lives over their respective esimated useful lives 1o their
estimated residual value. As of December 31, 2025, none of our finite useful lived intangible assets has an estimated residual
value. We also review these assets for impairment whenever events or changes in circumstances indicate we may not be able to
recover the asset’s carmying amount.

The range of estimated useful lives and the amortization basis for our intangible assets, excluding goodwill, are
generally as follows:

Estimated Useful Life

and Amortization Basis

Certificates of need 10 to 30 years using straight-line basis
Licenses 10 to 20 years using straight-line basis
Noncompete agreements 1 to 18 years using straight-line basis
Trade names:

Encompass indefinite-hved asset

All other 10 to 20 years using straight-line basis
Intemal-use software 3 to 7 years using straight-line basis
Market access assets 20 years using accelerated basis

We capitalize the costs of chtaining or developing internal-use software, including external direct costs of material and
services and certain directly related payroll costs. Amortization begins when the intermnal-use software 1s ready for its intended
use. Costs incurred dunng the preliminary project and post-implemeniation stages, as well as maintenance and traimng costs,
are expensed as incurred.

Impairment of Long-Lived Assets and Other Intangible Assets—

We assess the recoverability of long-lived assets (excluding goodwill and our mdefinite-lived asset) and identifiable
acquired intangible assets with finite useful lives, whenever events or changes in circumstances indicate we may not be able to
recover the asset’s carrying smount. We measure the recoverability of assets to be held and used by a comparison of the
carrving amount of the asset 1o the expected net future cash flows to be generated by that asset, or, for identifiable intangibles
with finite useful lives, by determining whether the amortization of the mtangible asset balance over its remaimng lfe ¢an be
recovered through undiscounted future cash flows. The amount of impawrment of rdentifiable intangible assets with finute useful
lives, if any, to be recogruzed 1s measured based on projected discounted future cash flows. We measure the amount of
impatrment of other long-lived assets (excluding goodwill} as the amount by which the carrying value of the asset exceeds the
fair market value of the asset, which is penerally determined based on projected discounted future cash flows or appraised
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values. We classify long-lived assets to be disposed of other than by sate as held and used unil they are disposed. We report
long-lived asscts to be disposed of by sale as held for sale and recognize those assets in the balance sheet at the lower of
carrytng amount or far value less cost to sell, and we cease depreciation

Financing Costs

We amortize financing costs using the effective imerest method over the expected life of the reloted debt. Excluding
financing costs related to our revelving line of credit (which are included in Other long-term asseis), financing costs are
presented as a direct deduction from the face smount of the [inancings. The related expense is included in Inferest expense and
amortizalion of debi disconnts and fees in our consolidated statements of operations.

We accrete discounts and amortize premiums using the effective interest method over the expected life of the related
debt, and we report discounts o premiums as a direct deduction from, or addition to, the face amount of the financing. The
related income or expense is included in Interest expense and amoriization of debt discounts and feex in our consolidated
statements of operations.

Fair Valne Measurements—

A0l WHO4

Fair value 15 an exit price, representing the amount that would be received to sell an asset or paid to transfer a liability
n an orderly transaction between market participants. As such, fair value is a market-based measurement that should be
determined based on assumptions morket participants would use in pricing an asset or liability.

The basis for these assumptions establishes a three-tier fair value hierarchy, which prioritizes the inputs used in
measuring far value as follows

+  Level I - Observable inputs such as quoted prices inactive markets,
+  Level 2 = Inputs, other than quoted prices in active markets, that are observable either directly or indwrectly; and

«  [Level 3 - Unobservable mnputs in which there 1s little or no market data, which require the reporting entity to
develop its own assumptions.

Assets and hiabilities measured at fair value are based on one or more of three valuation techniques. The three
valuation techniques are as follows:

*  Market approach — Prnices and other relevant information generaled by market transactions involving identical or
comparable assets or babilities,

*  Cost approach — Amount that would be required to replace the service capacity of an asset (i ¢, replacement cost).
and

*  Income approach ~ Techniques to convert future cash flows to a single present amount based on market
expectations (including present value techniques, option-pricing models, and lothice models).

Ouwr financial mstruments consist mainly of cash and cash equivalents, restricted cash, restricted marketable securities,
accounts receivable, accounts payable, letters of credit, and long-term debt. The carrying amounts of cash and cash equivalents,
restricted cash, accounts recevable, and aceounts payable approximate fair value because of the short-term matunity of these
instruments. The fawr value of our letters of credit 1s deemed to be the amount of payment guaranteed on our behall by third-
party financial institutions. We determine the fair value of our long-term debt using quoted market prices, when available, or
discounted cash flows based on vanous [actors, including maturity schedules, call features, and current markel rates

On a recurring basis, we are required to report our restncted marketable secunties at fair value. The fair vadues of our
restricted marketable secunties are determined based on quoted market prices wn active markets or quoted prices, dealer
quotations, or altematve pricing sources supported by observable inputs in markets that are not considered to be active
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In addition, there are assets and liabilities that are not required to be reported at Fair value on a recurring basis.
However, these assets may be recorded at fair value as a result of impairment charges or other adjustments made to the carrying
value of the appheable assets. The fair value of our property and equipment is determined using discounted cash flows and
significant unobservable inputs, unless there is an offer to purchase such assets, which could be the basis for determining fair
value. The fair value of our intangible assets, excluding goodwill, is determined using discounted cash flows and significant
unobservable inputs. The fair value of our goodwill is determined using discounted projected operating resulis &nd cash flows,
which involve significant unobservable inputs.

See also the “Redeemable Noncontrolling Interests” section of this note
Noncontrolling Interests in Consolidated Affiliates—

The consolidated financial statements include all assets, habilities, revenues, and expenses of less-than-100%e-owned
affiliates we control. Accordingly, we have recorded noncontrolling interests in the earnings and equity of such entities. We
record adjustments to noncontrolling interests for the allocable portion of mcome or loss to which the noncontrolling interests
holders are entitled based upon their portion of the subsidianes they own Distributions te holders of noncontrolling interests
are adjusted to the respective noncontrolling interests holders’ balance

Effective July 1, 2024, we expanded our existing joint venture with Piedmont Healthcare (“Piedmont™), which we
control, by contributing the assets and operations of our previously wholly-owned 70-bed hospital in Augusta, Georgia.
Piedmont contributed approxamately $90 mitlion on July 1, 2024, which indirectly resulted in Piedmont obtaining a 50%
ownership interest in the hospital. As a result of this transaction, we recorded a post-tax gain of $23.2 million increasing
Capital in excess of par value on the consolidated stalement of shareholders’ equity for the year ended December 31, 2024. The
contribution from Piedmont 1s mcluded in Contributions from noncontrolling interests of consolidated affiliates on the
consolidated statement of cash flows for the year ended December 31, 2024.

Redeemable Noncontrolling Interests—

Certain of our jont venture agreements contain provisions that allow our partners to require us to purchase their
interests in the joint venture at fair value at certain points in the future. Because these noncontrolling interests provide for
redemption features that are not solely within our control, we classify them as Redeemable noncontrolling interests outside of
permanent equity in our consolidated balance sheets. At the end of each reporting period, we compare the carrying value of the
Redeemable noncontrolling interests 1o their estimated redemption value. II the estimated redemption value 15 greater than the
current carrying vaiue, the carrying value is adjusted to the estimated redemption value, with the adjustments recorded through
equity in the line item Capital in excess of par value

The fair value of our Redeemable noncontrolling interests in our joint venture entities 1s determined primarily using
the income approach. The ncome approach includes the use of the joint venture entities’ projecied operating results and cash
flows discounted using a rate that reflects market participant assumptions for the applicable jomnt venture entity, or Level 3
inputs. The projected operating results use management’s best estimates of economic and market conditions over the forecasted
penads including assumptions for pricing and volume, operating expenses, and capilal expenditures.

Share-Based Payments—

Encompass Health has shareholder-approved stock-based compensation plans that provide for the granting of stock-
based compensation to certain employees and directors. All share-based paymenis to employees are recogrzed in the financial
statements based on their estimated grant-date fair value and amortized on a straight-line basis over the applicable requisite
service period.
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Litigation Reserves—

We accrue for loss contingencies associated with outstanding litigation for which management has determmed it is
probable a loss contingency exists and the amount of loss can be reasonably estimated. If the acerued amount associated with a
loss contingency is greater than $5.0 million, we also accrue estimated future legal fees associated with the loss contingency
This requires management to estimate the amount of legal fees that will be incurred in the defense of the hitigation. These
estimates are based on our expectations of the scope, length to complete, and complexity of the claims, Ln the future, additional
adjustments may be recorded as the scope, length to complete, or complexity of outstanding litigation changes.

Advertising Costs—

We expense costs of print, radio, television, and other advertisements as incurred. Advertising expenses, primarily
included in Other operating expenses within the accompanying consolidated statements of operations, were $5.3 million,
$5 8 million, and $£.1 million in each of the years ended December 31, 2025, 2024, and 2023, respectively

Income Taxes—

We provide for income taxes using the asset and liability method. This approach recognizes the amount of income
taxes payable or refundable for the current year, as well as deferred tax assets and Liabilities for the future tax consequence of
events recognized in the consolidated financial statements and income tax retums. Deferred income tax assets and babilities are
adjusted to recognize the effects of changes in tax laws or enacted tax rates.

=
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A valuation allowance is required when it is more likely than not some portion of the deferred tax assets will not be
realized. Realization is dependent on generating sufficient future taxable income in the applicable tax jurisdiction. On a
quarterly basis, we assess the likelihood of realization of our deferred tax assets considering all available evidence, both
positive and negative. Our most recent operating performance, the scheduled reversal of temporary differences, our forecast of
taxable income in future periods by jurisdiction, our ability to sustain a core level of earmings, and the availability of prudent tax
planning strategies are important considerations in our assessment.

.

We evaluate our tax positions and establish assets and liabilities in accordance with the applicable accounting guidance
on uncertainty in income taxes. We review these tax uncertaintics in light of changing facts and circumstances, such as the
progress of tax audits, and adjust them accordingly. We have used the with-and-without method to determine when we will
recognize excess tax benefits from stock-based compensation.

Encompass Health and its corporate subsidiaries file a consolidated federal income 1ax return. Some subsidizries
consolidated for financial reporting purposes are not part of the consohdated group for federal income tax purposes and file
separate federal income tax retums. State income tax returns are filed on a separate, combined, or consolidated basis in
accordance with relevant state laws and regulations, Partnerships, limited hability companies, and other pass-through entities
we consolidate or account for using the equity method of accounting may file separate federal, state, and local income tax
returns. We include the allocable portion of each pass-through entity s income or loss in our federal income tax return. We
allocate the remaining income or loss of each pass-through entity to the other partners or members who are responsible for ther
portion of the taxes

Assets and Liainlities in and Results of Discontinued Operations—

We report the disposal of the component, or group of components, as discontinued operations only when 1t represents a
strategic shuft that has, or will have, a major effect on our operations and financial results, In the period a component of an
entity has been disposed of or classified as held for sale, we reclassify the results of operations for current and prior periods into
a single caption titled Loss from discontinued operations, net of tax. In addition, we classify the assets and habilities of those
components as current and noncwrent assets and lisbiliies within Dther current assets, Other long-term assets, Other current
hiabilifies, and Other long-term habilities in our consolidated balance sheets. We also classify cash flows related to discontinued
operations as one tine ilem within each categery of cash flows in our consolidated statements of cash flows.
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During 2023, 2024 and 2023, we incurred legal costs of $1.2 million, $2.9 million, and $15.8 million, respectively,
related to ongoing litigation against former executive officers of our home health and hospice business, which was spun off on
July 1, 2022, These costs are included in Loss from discontinued operations, net of taxe, in the consolidated statements of
operations. In January 2026, we reached an agreement with certain defendants of this litigation on our claims for attorneys” fees
and mitigation damages previously awarded to us. In February 2026, we collected approximately $22 million in full satisfaction
of our claims. As a result, we expect to record an approximate $16 million after tax gain in Jncome (loss) from discontinued
aperations, net of tax, in the condensed consolidated statements of operations during the three months ended March 31, 2026

Earnings per Common Share—

The calculation of earnings per common share is based on the weighted-average number of our common shares
outstanding during the applicable period. The calculation for diluted earmungs per common share recognizes the effect of all
potential dilutive common shares that were outstanding during the respective periods, uniess their impact would be antidilutive
The calculation of earnings per common share also considers the effect of participating securities. Stock-based compensation
awards that contain nonforfeitable rights to dividends and dividend equivalents, such as our restricted stock units, are
considered participating securities and are included in the computation of earmngs per common share pursuant to the two-class
method In applying the two-¢lass method, eamings are allocated to both common stock shares and participating secunities
based on their respective weighted-average shares outstanding for the penod

Treasury Stock—

Shares of common stock repurchased by us are recorded at cost, including direct incremental costs, as treasury stock
When shares are reissued, we use an average cost method to determine cost. The difference between the cost of the shares and
the re-1ssuance price is added to or deducted from Capital in excess of par value. We account for the retirement of treasury
stock as a reduction of retained eamings.

Comprehensive Income—

Comprehensive income is comprised of Net income and changes in unrealized gains or losses on available-for-sale
securities and 15 included 1n the consohdated statements of comprehensive income.

Recently Adopted Accounting Pronouncements—

In December 2023, the FASE 1ssued ASU 2023-09, “Income Taxes {Topic 740). Improvements to Income Tax
Disclosures,” which intends to improve the transparency of income tax disclosures by requining companies to (1) disclose
consistent categones and greater disaggregation of information in the effective rate reconciliation and (2] provide nformation
on income taxes paid disaggregated by junsdiction. We adopted ASLI 2023-09 prospectively with an effective date as of
January 1, 2025, The disclosures required are presented in Note 14, fncome Taes.

Recent Accounting Pronouncements Not Yet Adopted—

In November 2024, the FASB 1ssued ASU 2024-03, “Income Statement—Reporting Comprehensive Income
Expense Disaggregation Disclosures (Subtopic 220-40); Disaggregation of Income Statement Expenses,” which requires
disaggregation of certain expense captions into specified categories within the notes to the financial statements for both interim
and annual reporting periods. ASU 2024-03 is effective for our annual periods beginning January 1, 2027 and intenm pernods
beginning January 1, 2028. Early adoption is permitted. We are currently evaluating the requirements of this standard and any
potential impact it may have on our consolidated financial statements.

In September 2025, the FASB issued ASTT 2025-06, “Intangibles— Goodwill and Other—Internal-Use Software
(Subtopic 350-40): Targeted Improvements 10 the Accounting for Intemal-Use Software,” which intends to modernize the
guidance related to intemal-use software costs to reflect current sofiware development methods. ASL! 2025.06 requires entities
to begin capitalizing software costs when management authorizes and commits to funding the software project, and it 15
probable the project will be completed and the software will be used for its intended purpose. ASU 2025-06 is effective for our
annual and interim peniods beginning January 1, 2028 Early adoption is permitied. The guidance can be applied ona
praspective basis, a modified basis for in-process projects, or on a retrospective basis. We are currently evaluating the
requirements of this standard and any potential impact it may have on our consolidated financial statements.
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We do not believe any other recently issued, but not yet effective, accounting standards will have a material effect on
our consolidated financial position, results of operations, or cash flows.

2 Varlable Initerest Entitles:

As of December 31, 2025 and December 31, 2024, we consolidated eight limited partnership-like entities that are VIEs
and of which we are the prmary beneficiary. Our ownership percentages in these entities range from 50.0% to 75.0% as of
December 31, 2025 Through partnership and management agreements with or governing each of these entties, we manage all
of these entities and handle all day-to-day operating decisions. Accordingly, we have the decision-making power over the
activities that most significantly mpact the economic performance of our VIEs and an obligation to absorb losses or receive
benefits from the VIE that could potentially be significant to the VIE. These decisions and significant activities include, but are
not limited to, marketing efforts, oversight of pstient admissions, medical training, nurse and therapist scheduling, provision of
healthcare services, billing, cotlections and creation and maintenance of medical records. The terms of the agreements
governing each of our VIEs prohibit us from using the assets of each VIE 1o satisfy the obligations of other entities

m
The carrying amounts and classifications of the consolidated VIEs™ assets and liabilities, which are mcluded in our -
consolidated balance sheets, are as follows (in millions) S
o
As of December 31, =
1025 2024
Assets
Current assets:
Cash and cash equivalents 3 16 § 4
Accounts receivable 349 345
Oiher current assets 47 9.6
Tonal current assets 412 445
Property and equipment, net 1350 135.7
Operating lease nght-of-use assets 13 13
Goodwill 159 159
Intangible assets, net 0.8 1.0
Other long-term nassets 96 27
Total assets $ 2038 3 208 1
Liabilities
Current liabilities:
Current portion of long-term debt $ 10 3 10
Accounts payable 6.6 6.2
Accrued payroll 109 110
Other current liabilities 19.0 12.7
Total current liabilities 375 309
Long-term debt, net of current portion 1.6 127
Long-term operating lease liabilities 1.4 14
Total Liabilities $ 505 % 45.0
F-24
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3. Cash and Marketable Securities:

The components of our investments as of December 31, 2025 are as follows (in milhons)

Restricted
Cosh & Cash Marketable
Equivalents  Restricted Cash Securities Total
Cash L 72 8 307 $ — 3 ([ ehr
Equity sccurities — — 363 363
Available-for-sale debt securities:

U.S. government and agency securities 40.4 404
Corporate bonds and notes — — 69.1 649.1
Total 3 722 3 307 § 1458 % 2487

The components of our investments as of December 31, 2024 are as follows (in millions)

Restricted
Cash & Cash Marketable
Equivalents Restricted Cash Securities Total
Cash 3 854 § 37785 — % 1231
Equity securities — — 1309 130.%
Total $ 354 % 377 % 1309 $ 254.0
Restricted Cash
Restricted cash consisted of the following (in millions)
As of December 31,
2025 2024
Current:
Alfiliate cash $ 121§ 179
Self-msured caplive funds 18.6 198
Total restricted cash 5 07 % 377

Affilate cash represents cash accounts maintained by joint ventures in which we participate where one or more of our
external partners requested, and we agreed, that the joint veniure’s cash nol be commingled with other corporale cash accounts
and be used only 10 fund the operations of those jomt ventures. Self-insured captve funds represent cash held at our wholly
owned insurance captive, HCS, Ltd,, as discussed in Note 9, Seff-Insured Risks. These funds are commautted to pay third-party
adminisirators for chams incurred and are restricled by insurance regulations and requirements. These funds cannot be used lfor
purposes outside HCS without the permission of the Cayman [slands Monetary Authornty

The classification of restncted cash held by HCS as current or noncurrent depends on the classification of the
comresponding claims habality

Marketable Securities—

Resiricted marketable securities a1 both balance sheet dates represent restncted assets held at HCS HCS msures a
substantial portion of Encompass Health's professional liabily, workers™ compensation, and other nsurance claims. These
funds are committed for payment of claims incurred, and the classification of these marketable securities as current or
noncurrent depends on the classification of the corresponding claims habihty. As of December 31, 2025, $42 2 mallion of
restncled marketable secunities are included in Qther current assets and $103.6 million are included in Ofter long-term assets

F-25
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in the consclidated balance sheet, As of December 31, 2024, $39.0 million of restricted marketable securities are included in
Cther current assets and $91 9 million arc included in Gther long-term assets in the consolidated balance sheet. Dunng the
years ended December 31, 2025, December 31, 2024, and December 31, 2023, $2.1 million, $1.0 million, and $1.3 million,
respectively, of unrealized net gains were recognized in our consolidated statements of operations on marketable securities still

held at the reporting date

A summary of our debt secunties as of December 31, 2025 15 as follows (in millions):

Gross Unrealized Gross Unrealized

Amortized Cost Gains Losses Fair Value
Available-for-sale debt securities:
.S, govemment and agency securities  $ 402 § 02 % — 3 404
Corporste bonds and notes 68.7 05 ©.0 61 |

During the year ended December 31, 2025, we did not record any impairment charges related to our debt securities
We did not have any debt securities during the years ended December 31, 2024 and December 31, 2023

3
3|
=
2
~ '

Invesung mformation related to our available-for-sale debt sccuritics is as follows (in millions):

For the Year Ended December 31,
2025 2024 2023
- 8

Proceeds from sales and manritics $ 323 §

The contractual maturities of our available-for-sale debt securities as of December 31, 2025 are as follows (in

millions)
Amortized Cost Fair Value
Due in one year or less 3 243 8§ 244
Due after one year through five years 742 746
Due after five years through ten years 49 49
Due after ten years 5.5 56
Total 3 1089 $ 109 5
4. Accounis Receivable:
Accounts receivable consists of the following (in milhions):
As of December 31,
2025 2024
Current
Patient accounts receivable 3 6134 3§ 5930
Other accounts receivable 5.8 5.8
6192 5988
25.5 30.6

Noncurrent patient accounts recewvable

Accounts receivable 3 644.7 § 629.4

F-26
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Because the resolution of claims that are part of Medicare audit programs can take several years, we review the patient
receivables that are part of this adyudication process to determine their appropriate classification as either current or noncurrent
Amounts considered noncurrent are included in Other long-term assets m our consolidated balance sheets. See Note 1,
Summary of Significant Accounting Policies, *Net Operating Revenues,” for additional information

S. Property and Equipment:

Property and equipment consists of the following (in millions):

As of December 31,

2025 2024
Land 3 3397 % 30246
Buildings 4,325.7 38503
Leaschold mprovements 388.3 3728
Vehicles 6.1 56
Furniture, [ixtures, and equipment 8970 808.8
5,956.8 53491

Less Accumulated depreciation and amortization (2,372.8) (2,111.9)

3,584.0 32372
Construction in progress 5176 4059
Property and equipment, net § 41016 § 36431

As of December 31, 2025, approximately 68% of our consolidated Property and equipment, net held by Encompass
Health Corporation and its guarantor subsidiaries was pledged to the lenders under our credit agreement. See Note 8, Long-ferm
Debt, for additional information on our credit agreement.

Depreciation expense was $273.9 million, $245.1 mullion, and $215.7 million for the years ended December 31, 2025,
December 31, 2024 and December 31, 2023, respectively. Interest capitalized was $17.6 million, $15.2 million, and
$13.5 million for the years ended December 31, 2025, December 31, 2024 and December 31, 2023, respectively

. Leases:

We lease real estate, vehicles, and equipment under operating and finance leases with nen-cancelable terms generally
expiring at various dates through 2039. Our operating and finance leases generally have 1- to 25-year terms, with ane or more
renewal oplions, primarily relating to our real estate leascs, with terms to be determined at the time of renewal. The exercise of
such lease renewal options 15 at our sole discretion, and to the extent we are reasonably certam we will exereise a renewal
option, the years related to that option are included in our determ nation of the lease term for purposes of classifying and
measuring a given lease. Certain leases also include options to purchase the leased property.

F-27
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The components of lease costs are as follows (in millions):

For the Year Ended December 3,

2025 2024 2023
Operating lease cost $ 434 3 4.7 3 40.9
Finance lease cost:
Amortization of nght-of-use assets 257 257 257
Interest on lease habilities 230 247 262
Total finance lease cost 487 50.4 519
Short-term and variable lease cost 1.7 23 29
Sublease income .2) 310 33
Tota} lease cost $ 206 § 913 § 924
= 3
Supplemental consolidated balance sheet information related to leases 1s as follows (in millions): g
As of December 31, g
Classification 2025 2024
Assets
Operating lease Operating lease right-of-use assets 3 2126 § 2037
Finance leasc ™ Property and equipment, net 1959 221.5
Total leased assets ] 4085 § 425.2
Liabilities
Current liabhities:
Operating lease Current operating lease habilities 3 265 3 26.3
Fmance lease Current portion of long-term debt 26.5 237
Noncurment {iabilities
Operating lease Long-term operating lease liabilities 196.6 189.7
Fmance lease Long-term debt, net of current portion 263.1 2047
Total leased Liabilities 3 5177 § 534.4
‘D Finance lease assets are recorded net of accurmulated amortization of $222.9 mallion and $197 3 rmlhon as of December 31, 2025 and
December 31, 2024, respectively.
As of December 31,
2025 2024
Weighted Average Remaining Lease Term
Operating lease 9.7 years 9 7 years
Finance lease 8.9 years 28 yenss
Weighted Average Discount Rate
Operating lease 6.3 % 64 %
Fmance lease 1.7 % 7.7 %
F-8
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Maturities of lease habilities as of December 31, 2025 are as [ollows (in millions)

_ Otemtlng Finance
Year Ending December 31, eases Leases
2026 $ 395 % 476
2027 42.9 474
2028 419 46.4
2029 275 473
2030 21.0 474
2031 and thereafier 1324 1753
Total lease payments 3052 411.4
Less: Interest portion (82.1) (116.8)
Total lease liabitities 3 2231 % 2946

Supplemental cash flow information related to our leases is 83 follows (in millions):

For the Year Ended December 31,

2028 2024 2023

Cash paid for amounts included in the measurement of lease hiabilhities:

Operating cash flows from operating leases b3 426 $ an7 s 390

Operating cash flows from [inance leases 236 25,5 271

Financing cash flows from [mance leases X9 20y 411
Right-of-use assels oblained in exchange for leuse obligations.

Operating leases 3 382 % 267 § 26.2

Finance leases n.2 - 214

7. Goodwill and Other Intangible Assets:

The following table shows changes in the carrying amount of Geedwsll {in millions):

Goodwill as of December 31, 2022 3 1,263.2
Acquisitions 18.1
Goodwil} as of December 31,2023 1,2813
Acquisilions 27
Goodwill as of December 31, 2024 1,284.0
Acquisitions 336
Goodwill as of December 31, 2025 S 1.317.6

Goodwill mereased in 2023, 2024, and 2025 as a result of our acquisitions of inpetient rchabilitation operations.

We performed impairment reviews as of October 1, 2025, 2024, and 2023 and concluded no Goodwill imparment
existed. As of December 31, 2025, we had no accumulated impairment losses related to Goodwiil
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The following 1able provides information regarding our other intangibte assets (in millions)

Gross Carrying  Accumulated

Amount Amortization Net

Certificates of need:

2025 3 1370 3% (549 § 821

2024 1314 (49.0) 82.4
Licenses:

2025 3 656 % 515 $ 8.1

2024 657 (56.4) 93
Noncompete agreements:

2025 $ 649 3 (61.7) § 32 -

2024 66.5 (63.4) 31 g
Trade name - Encompass: ]

2025 ] 1352 % $ 1352 ol

2024 1352 — 1352
Trade names - ull other:

2025 3 389 % (245 § 144

2024 396 (23.6) 160
Internal-use software:

2025 3 2457 § (180.9) § 64.8

2024 2144 (163.3) 511
Market access assets:

2025 3 132 % (1zn s 0.5

2024 13.2 (12.5) 0.7
Totn) intangible nssets:

2025 3 7005 % (3922) % 308.3

2024 666.0 (368.2) 1978

Amortization expense for other intangible assets is as follows (in millions)
For the Year Ended December 31,
2028 2024 2023
Amortization expense 3 283 § 288 % 325
Total estimated amortization expense for our olher intangible assets for the next five years 1s as follows (in milligns):
Estimated
Yeur Ending December 31, Amortization Expense
2026 s 274
2027 202
2028 136
2029 116
2030 106
F-30
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8. Laong-term Debt:

Our long-lerm debt outstanding consists of the following (in millicns)

Credit Agreement——
Advances under revolving credit facility
Bonds payatle
5.75% Senior Notes due 2025
4.50% Senior Notes due 2028
4.75% Seror Notes due 2030
4.625% Sentor Notes due 2031
Qther notes payable
Finance lease oblhigations

Less: Current portion
Long-lerm debl, net of current portion

As of December 31,

2025 2024
1300 3% 200
— 99.3
792.0 T88.4
787.0 784.2
393.6 3925
96 94.5
294.6 318.4
2,490.8 2,497.8

(43.6) (138.6)

24472 § 23592

The following chart shows scheduled principal payments due on long-term debt for the next five years and thercaller

(in millions):

Year Ending December 31,
2026

2027

2028

2009

2030

Thercalter

Total

Senior Secured Credit Agreement-

Face Amount Net Amount
$ 436 § 436
177.2 1772
8359 82738
447 446
850.2 8371
566.9 560.5
-sndﬁégn 3 2.490.8

The credit agreement provides for a S1 billion revolving credit facihity, with a 5260 million letter of credit subfacility
and a swingline loan subfacility, &1 of which mature in October 2027

Amounts drawn on the revolving credit facility bear interest al a rate per annum of, at our option, (1) secured overnight
fimancing rate (“SOFR™) or (2) the higher of (a) Barclays Bank PLC’s prime rate and (b) the federal funds rate plus 0.5%, in
each case, plus, 1n ¢ach case, an applicable margin that vanes depending upon our leverage ratio. We are also subject toa
commitment fee of {1 25% or O 3%, depending on our leverage mtio, per annum on the daily amount of the unutilized
commitments under the revolving credit facility The current interest rate on SOFR borrowings under the credit agreement

includes a credit spread of 1.25%.

The credit agreement contains affirmative and negative covenants and defaull and acceleration provisions, including a
minimur 1nterest coverage ratio and 4 maxumum leverage ratio. Linder one such negative covenant, we are restricted from
paying common stock dividends, prepaying certain senicr notes, making certain investments, and repurchasing preferred and
common equity unless (1) we are not i default under the terms of the credit agreement and (2) our senior secured leverage
ratio, as defmed in the credit agreement, does not exceed 2x. In the event the semor secured leverage ratio exceeds 2x, these
payments are subject to a limit of $200 million plus the Available Amount, as defined in the credit agreement Our obligations
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under the credit agreement are secured by the current and future personal property of the Company and its submidiary
guarantors. The maximum leversge ratio in the financial covenants is 4.50x as of December 31, 2025

As of December 31, 2025, $130 million was drawn under the revolving credut facility with an interest rate of 5 9%, As
of December 31, 2024, $20 million was drawn under the revolving credit facibity with an interest rate of 7 8% As of
December 31, 2025 and 2024, $46.3 million and $36.3 million, respectively. was being uulized under the letter of credit
subfacility, which were being used in the ordinary course of business to secure workers' compensation and other insurance
coverages and for general corporate purposes.

Bonds Payabl:—

Senor Notes

The Company’s 5.75% Senior Notes due 2025 (the “2025 Notes™), 4.50% Senior Noles due 2028 (the 2028 Notes”),
4 75% Senior Notes due 2030 (the “2030 Notes™), and 4.625% Senior Notes due 2031 (the “2031 Notes™ and collectively the
“Senuor Notes™) were issued pursuant to an indenture (the “Base Indenture”) dated as of December 1, 2009, as supplemented by
each Senior Notes respective supplemental indenture (together with the Base Indenture, the “Indenture™). Pursuant to the terms
of the Indenture, the Senior Notes are jointly and severally guaranteed on 8 senior, unsecured basis by all of our existing and
future subsidiaries that guarantee borrowings under our credit agreement and other capital markets debt. The Senior Notes are
senior. unsecured obligations of Encompass Health and rank equally with our other sentor indebtedness, servor to any of our
subordinated indebiedness, and effectively junior to our secured indebtedness to the extent of the value of the collateral secunng
such indebtedness.

A-0F WHOS

Upon the occurrence of a change in control (as defined in the Tndenture), each holder of the Sentor Notes may requure
us 10 repurchase all or a portion of the noles in cash at a price equal to 101%s of the principal smount of the Senior Notes to be
repurchased, plus accrued and unpaid interest.

The Senior Notes contain covenants and default and acceleration provisions, thay, among other things, hmit our and
certain of our subsidiaries’ ability to (1) incur additional debt, (2) make certain restricted payments, (3) consummate specified
asset sales, (4) incur liens, and (5) merge or consolidate with another person,

2025 Novwes

In September 20135, we issued $350 million of the 2025 Notes at par. In August and November 2024, we redeered
$150 million and $104 million. respectively. of the outstanding principal balance of our 2025 Nows using cash on hand.
Pursuant to the terms of the 2023 Notes, these optional redemptions were made al a price of par. In September 2025, we
redeemed the remaining $100 miilion of the owtstanding principal balance of our 2025 Notes at maturity using cash on hand and
capacity under our revolving credit facility. Inclusive of financing costs, the effective interest rate on the 2025 Notes was 6.0%.
Interest on the 20235 Notes was payable semiannually in arrears on March 15 and September 15

2028 and 2030 Noles

It September 2019, we issued $500 millicn of the 2028 Notes at par and $500 million of the 2030 Notes ot par. Certain
of the proceeds from this offering were used to fund the purchase of equity rights from management investors ol our former
home health and hospice business.

In May 2020, we issued an additicnal $300 million of the 2028 Notes at a price of 99.0%% of the principal amount and
an additionsl $300 million of the 2030 Notes at a price of 98.5% of the principal amount, which resulted in appraximately
$583 million in net proceeds. We used a portion of the net proceeds from this borrowing, together with cash on hand, to repay
borrowings under our revolving credit facility.
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The 2028 Notes mature on February 1, 2028 and bear interest at a per annum rate of 4.50%. Inclusive of financing
costs, the effective interest rate on the 2028 Notes 13 5 0%. Interest on the 2028 Notes is payable semiannually in arrears on
February 1 and August 1. We may redeem the 2028 Notes at par, in whole or in part, at any time on or afier February 1, 2025

The 2030 Notes mature on February 1, 2030 and bear interest at a per annum rate of 4.75%. Inclusive of financing
costs, the effective interest rate on the 2030 Notes is 5.2%. Interest on the 2030 Notes is payable semiannually in arrears on

February 1 and August 1. We may redeem the 2030 Notes, 1n whole or m part, at any time on or after February 1, 2025 at the
redemption prices set forth below

Redemption
Period Price*
2025 102375 %
2026 101,583 %%
2027 100.792 %
2028 and thereafter 100.000 %2

* Expressed in percentage of principal amount
2031 Notes

In Octaber 2020, we issued $400 million of the 2031 Notes at par. The 2031 Notes mature on April 1, 2031 and bear
interest at a per annum rate of 4.625%. Inclusive of financing costs, the effective interest rate on the 2031 Notes is 5.0%
Interest is payable semiannually in arrears on April | and October 1 of each year. We may redeem the 2031 Notes, i whole or
in part, at any time on or after April 1, 2026 at the redemption prices set forth below

Redemption
Period Price*
2026 102.313 %
2027 101.542 %
2028 100.771 %%
2029 and thereafter 100.000 %

* Expressed in percentage of prmcipal amount

Other Notes Payable—

Our notes payable consist of the following (in millions)

As of December 31,
2025 2024 Current Interest Rates

Sale/leaseback transactions involving real estate accounted

for as financings 5 280 % 28.0 92% o 13.4%
Construction of new hospitals 410 47.6 5.0%to6.3%
Software contracts 24.6 18.9 47% 10 6.5%

Other notes payable $ 936 § 94.5
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9. Sell-Insured Risks:

We insure a substantial portion of our professional liability, general habibty, and workers® compensation risks through
a self-insured retention program (“SIR”) underwritten by our consolidated wholly owned offshore captiva insurance subsidiary,
HCS, Lid.. which we fund via regularly scheduled premium payments. HCS is an msurance company licensed by the Cayman
Island Monetary Authority. For 2028, 2024, and 2023, HCS insured the first $6 million per claim and $45 mullion of annual
apgregate losses associated with general and professional liability risks. Workers’ compensation exposures are capped on a per
claim basis. Risks in excess of specified limits per claim and in excess of our eggregate SIR amount arz covered by unrelated
commercial carmers.

The following table presents the changes in our self-insurance reserves (in millions):

2025 2024 2003
Balance at beginning of period, gross N 1948 § 1845 § 1751 —,
Less: Rewnsurance receivables (37.6} (36.4) (32.3) g
Bulance at beginning of perlod, net 157.2 148.) 1428 =
Increase for the provision of current year claims 675 591 54.7 ,‘i
Decrease for the provision of prioc year clamms 6.2) (109) (10.5)
Payments related to current year claims (29 (4] (8.1) L
Payments related to prior year claims (31.7) (322) (30.8) L
Balance at end of period, net 779 1512 148.1 i
Add: Reinsurance recevables 33.1 376 364
Balance at end of period, gross S 2110 3 1948 3 }184.5

As of December 31, 2025 and 2024, $57.9 million and $56.2 million, respectively, of these reserves are mcluded in
Other cirrent liabilities in our consohdated balance sheets.

Provisions for these nsks are based primarnly upon actarially determined esumates. These reserves represent the
unpaid portion of the estimated ultimate cost of all reported and unreported losses incurred through the respective consolidoted
balance sheet dates. The reserves are estmmated using individual case-basts valuations and actuarial analyses. Those estimates
are subject 1o the elfects of trends 1n loss severity and frequency. The estimates are continually reviewed and adjustments are
recorded as expenence develops or new mformation becomes known. The changes to the estimated ultimate loss amounts are
included in current operating results.

The reserves for these self-insured nisks cover approximately 1,100 individual claims at December 31, 2025 and 2024,
and estimates for potential unreported claims. The time period required to resolve these claims can vary depending upon the
Junsdiction, the nature, and the form of resolution of the claims. The estimation of the timing of payments beyond a year can
vary significantly, Although considerable vanabulity is mherent in ressrva estimates, management believes the reserves for

losses and loss expenses are adequate, however, there can be no assurance the ultimate hability will not exceed management’s
eslimates
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10 Redeemable Noncontrolling Interesis:

The following is a summary of the activity related to our Redeemable noncontrolfing interests (in millions)

For the Year Ended December 31,

2025 2024 2023
Balance at beginning of period 3 565 $ 420 3 356
Net income attributable to noncontrolling interests 9.4 5.1 8.3
Distnibutions declared (11.2) (10.2) (L
Contribution 10 joint ventures 13.0
Change in fair value 3.6 1.6 (0.8}
Balonce at end of period 3 583 § 565 3 42.0

The following table reconciles the net income atinibutable to nonredeemable Noncontrolling interests, as recorded in
the shareholders” equity section of the consolidated balance sheets, and the net mcome attnbutable to Redeemable
noncontrolling interests, as recorded in the mezzanine section of the consolidated balance sheets, to the Net income atiributable
to noncontrolling interests presented in the consolidated statements of operations (in millions)

For the Year Ended Decem ber 31,

2025 2024 2023
Net income atiributable to nonredeemable noncontrolling interests s 1835 3§ 1358 § 1027
Net income attributable to redeemable noncontrolting mterests 94 5:1 83
Net income atinbutable to noncontrolling interests $ 1929 § 1409 % 1110

11. Fair Value Mensurements:

Our financial assets and hiabilities that are measured at fair value on 8 recurring basis are as follows {in millions)-

Fair Value Measurements at Reporting Date Using

Quoted
Pricesin
Active Significant
Markets for Other Signilicant
I[dentical Observable  Unobservable
Assels Inputs Inputs Valuation
As of December 31,2025 Fair Value (Level 1) (Level 2) {Level 3) Technigue
Equity securities $ 363 % 203§ 160 $ — M
Awvailable for sale debt secunties:
U.S. government and agency securities 404 40.4 M
Corporatz bonds and notes 69.1 — 69.1 - M
Redecmable noncontrolling interests 583 — - 58.3 I
As of December 31,2024
Equity securittes ¥ 1309 % 42 3 1267 3 = M
Redeemable noncontrolling interests 56.5 — 2 36.5 I
" The wo valuation techruques are: market approach (M) and income approach (1).
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There are assets and liabilities that are not required to be measured at fair value on a recurring basis. However, these
asscts may be recorded at fair value as a result of umpairment charges or other adjustments made to the carying value of the
applicable assets. During the years ended December 31, 2025, 2024, and 2023, we did not record any matenal gains or losses
related to these assets,

As discussed in Note |, Summary of Significant Accounting Policies, “Fair Value Measurements,” the carrying value
equals fair value for our financial instruments that are not included in the table below and are classified as current in our
consolidated balance sheets. The carrying amounts and estimated fair values for our other financial instruments are presented in
the following table (in millions):

As of December 31, 2025 As of December 31, 2024

Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

Long-lerm debl:
Advances under revolving credit facility S 1300 § 1300 § 200 § 20.0
5.75% Senior Notes due 2025 — - 99.3 997
4.50% Senior Notes due 2028 7920 799.6 788.4 7723
4.75% Senior Notes due 2030 787.0 796.6 784.2 759.0
4.625% Senior Notes due 2031 3936 3927 3925 369.9
Other notes payable 936 93.6 945 94.5
Financial commitments:
Letters of credit -- 46.3 363

A-OL WO

Fair values for our long-term debt and financial commitments are determined using inputs, including quoted prices in
nonactive markets, that are observable either directly or indirectly, or Level 2 inputs within the fair value hierarchy. Sez Note 1,
Summary of Significant Accounting Policies, “Fair Value Measurements™ and “Redeemable Noncontroliing Interests.”

12. Share-Based Payments:

The Company has awarded employee stock-based compensation in the form of stock options and restncted stock
awards {“RSAs"™)} under the temms of share-based incentive plans designed to align employee and executive interests to those of
its stockholders. All employee stock-based compensation awarded between January 1, 2023 and May 1, 2025 was 1ssued under
the 2016 Omnibus Performance [ncentive Plan (the “2016 Plan™), a stockholder-approved plan that reserved and provided for
the grant of up 1o 16,860,765 shares of commeon stock after adjustment for the effect of the spin off of our home health and
hospice business in 2022. This plan allowed for the grants of nonqualified stock options, incentive stock options, restricted
stock, stock appreciate rights, performance shares, performance share units, dividend equivalents, resincted stock units
(“RSUs™), and/or other stock-based awards. No additional stock-based compensation will be awarded from the 2016 Plan,

On May 1, 2025, our stockholders approved the 2025 Omnibus Performance Incentive Plan, which reserves and
provides for the grant of up to 12,000,000 shares of common stock. All employes stock-based compensation awarded after
May 1, 2025 was issued under this plan. This plan allows for the same types of equity grants as the 2016 Plan.

Stock-based compensation expense recognized in continuing operations was $36.5 million, $48 3 million, and $50 6
million during the years ended December 31, 2025, 2024, and 2023, respectively.

Stock Options—

Under our share-based incentive plans, officers and employees are given the right to purchase shares of Encompass
Health common stock at a fixed grant price determined on the day the options are granted. The terms and conditions of the
options, including exercise prices and the periods in which options are exercisable, are generally at the discretion of the
compensation and human capital committee of our board of directors. However, no options are exercisable beyond ten years
from the date of grant. Granted options vest over the awards’ requisite service periods, which are generally three years.
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The fair values of the options granted diring the years ended December 31, 2025, 2024, and 2023 have been estimated
at the grant date using the Black-Scholes option-pricing model with the following weighted-average assumptions:

For the Year Ended December 31,

2025 2024 2023
Expected volatility 28.0 % 279 % 28.5 %
Risk-frec interest rate 4.1% 4.2% 42 %
Expected life (years) 73 12 6.9
Dividend yield 0.9% 1.0% 11 %

The Black-Scholes option-pricing model was developed for use in estimating the fair value of traded options which
have no vesting restrictions and are fully transferable In addition, the Black-Scholes option-pricing model requires the input of
tughly subjective assumptions, including the expected stock price volatility. We estimate our expected term through an analysis
of actual, historical post-vesting exercise, cancellation, and expiration behavior by our officers and projected post-vesting
activity of outstanding options. We calculate volatility based on the historical volatility of our common stock over the periad
commensurste with the expected term of the options. The risk-free interest rate is the implied daily yield currently available on
U S. Treasury issues with & remaining term closely approximating the expected term used as the input to the Black-Scholes
option-pricing model We estimated our dividend yield based on our annual dividend rate and our stock price on the dividend
payment dates. Under the Black-Scholes option-pricing model, the weighted-average grant date fair value per share of
employee stock oplions granted during the years ended December 31, 2025, 2024, and 2023 was $35.22, $26.14, and 319.23,

respectively.

A summary of our stock option activity and related mformauon 1s as follows:

Weighted- ‘Weighted-
Average Average Aggregate
Shares Exercise Price  Remaining Life  Intrinsic Value
(In Thousands) per Share (Years) (In Millions)

Outstanding, December 31, 2024 8B40 5 53.05
Granted 51 98.45
Exercised (180) 37.55
Quistanding, December 31, 2025 711 60.27 52 % 3246
Exercisable, December 31, 2025 591 56.11 45 206

——————

We recognized approximately $1 8 million, $1.9 million, and $2.5 million of compensation expense related to our
stock options for the years ended December 31, 2025, 2024, and 2023, respectively. As of December 31, 2025, there was
$0.2 million of unrecognized compensation cost related to unvested stock options, This cost is expected to be recognized over a
weighted-average period of 21 months. The total intrinsic value of options exercised during the years ended December 31,
2025, 2024, and 2023 was $14.6 million, $4.0 million, and 32.5 million, respectively

Restricted Stock—

The RSAs granted in 2025, 2024, and 2023 included service-based awards and performance-based awards (that also
included a service requirement). These awards generally vest over a three-year requisite service period, For RSAs with a service
and/or performance requirement, the fair vaiue of the RSA is determined by the closing price of our common stock on the grant
date. A portion of the RSAs granted also includes a market condition for certain members of management For awards with a
market condition, the fair value of the market condition component of the RSAs is determined using a lattice model. Inpuls intc
the model include the historical price volatility of our common stock, the historical volatility of the common stock of the
companies in the defined peer group, and the risk-free interest rate, Utilizing these inputs and potential future changes in stock
prices, multiple trials are run to determine the [air value.
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A summary of our issued restricted stock awards 1 as follows (share information n thousands)

Weighted-
Average Gyanl
Shares Date Fair Value
Nonvested shares at December 31, 2024 804 % 6114
Granted 467 7392
Vested (587) 5815
Forfeited (16) 74 35
Nonvested shares at December 31, 2025 668 7238

The weighted-average grant-date fair value of restricted stock granted during the years ended December 31, 2024 and
2023 was $61 67 and $65.20 per share, respectively. We recognized approxamately $53.2 million, $44.9 million, and
$46.6 million of compensation expense related 1o our restricted stock awards for the years ended December 31, 2025, 2024, and
2023, respectively As of December 31, 2025, there was $40.2 million of unrecognized compensation expense related to
unvested restricted stock. This cost is expected to be recognized over a weighled-average peniod of 21 months. The remaining
unrecognized compensation expense for the performance-based awards may vary each reporting period based on changes in the
expected achievement of performance measures. The total fair value of shares vested during the years ended December 31,
2025, 2024, and 2023 was $55.7 million, $33.7 million, and $24.3 million, respectively. We accrue dividends on ouistanding
RSAs, which are paid upon vesting.

T
Q
Es|
=
&
P

Nonemployee Stock-Based Compensation Plans—

During the years ended December 31, 2025, 2024, and 2023, we provided mncentives to the nonemployee members of
our board of directors through the issuance of RSUs out of our share-based incentive plans. RSUs are fully vested when
awarded and receive dividend equivalents in the form of additional RS1/s upon the payment of a cash dividend on our common
stock. We issued 15,060, 23,509, and 32,365 RSUs, inclusive of dividend equivalents, dunng the years ended December 31,
2025, 2024, and 2023, respectively. The non-dividend equivalent RSLUs had a fawr value of $115.94, $83 42, and 363.00 per umit
during the years ended December 31, 2025, 2024, and 2023, respeclively, and we recogmized approxamately $1.5 million of
compensation expense upon their issuance in 2025, 2024, and 2023, There was no unrecogmzed compensation related to
unvested shares as of December 31, 2025, We issued 3,569, 5,707, and 7,518 of RSUs as dividend equivalents during the years
ended December 31, 2025, 2024, and 2023, respectively. During the years ended December 31, 2025 and 2024, 269.020 and
314,988 RSUs, respectively, were released following the retirement of certamn former members of our boerd of directors. The
total fair value of shares released during the years ended December 31, 2025 and 2024 was $26,2 million and $29.1 milhon,
respectively. As of December 31, 2025, 262,238 RSUs were outstanding.

13. Employee Benefit Plans:

Substantially all Encompass Health employees are eligible to enroll in Encompass Health-sponsored healtheare plans,
including coverage for medical and dental benefits, Our primary healthcare plans are national plans administered by third-panty
administrators. We are self-msured for these plans. During 2025, 2024, and 2023, costs associated with these plans, net of
amounts paid by employees, approximated $252.2 million, $227.4 million, and $186.2 million, respecuively

The Encompass Health Corporation 401(k) Retirement Plan (the “301(k) Plan™) is & qualified 401(k) savings plan. The
40§(k) Plan allows eligible employees to contribute up 1o 100% of their pay on a pre-tax basis into their indwvidual retirement
account in the plan subject 1o the normal maximum limits set annually by the Internal Revenue Service: Encompass Health
employees who are at least 21 years of age are eligible 1o participate in the 401(k) Plan and all contributions 1o the plan are in
the form of cash. Encompass Health's employer matching contribution under the 401(k) Plan is 50% of the {irst 6% of each
participant's elective deferrals, which vest 100% after three years of service. Perticipants are always fully vested in their own
contributions.

Employer contributions to the 401(k) Plan appreximated $35.6 million, $32.1 million, and $31 3 million in 2025,

2024, and 2023, respectively. In 2025, 2024, and 2023, approximately $2.7 mithion, $2.9 million, and $1 1 mitlion, respecuvely,
from forfeited accounts were used to fund the maiching contributions in accordance with the terms of the 401(k) Plan
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Senior Management Bonus Program—

We maintain 8 Senior Managem ent Bonus Program to reward senior management for performance based on a
combinstion of corporate or regional goals for all penods presented. The corporate and regional goals are approved on an
annual basis by our board of directors as part of our routine budgeting and financial planning process. The program apphes to
persons who join the Company 1n, or sre promoted (o, senior management positions. In 2026, we expect to pay approximately
$30.6 million under the program for the year ended December 31, 2025. In February 2025 and March 2024, we paid $28 3
million and $27.9 million, respectively, under the program for the years ended December 31, 2024 and 2023

14, Income Taxes:

The domestic and foreign components of Jncome from continuing operations before income tax expense are as follows

(in mullions):
For the Year Ended December 31,2025
United States 3 944 8
Foregn 8.2
Income from continuing operations before income tax expense 3 953.0

The significant components of the Provision for income iax expense related to continuing operations are as follows (in

milhons):
For the Year Ended December 31,2025
Current
Federal 3 1323
State and local 357
Foreign 26
Total current expense 170.6
Deferred:
Federal 20.0
State and local 23
Foreign -
Total deferred expense 22.3
Total income tax expense related to continuing operations 3 1929
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A reconciliation of differences between the federal income 1ax a1 stafutory rates and our actual income tax expense on
our income from continuing operations, is presented below {in millions, except for percentages):

For the Year Ended December 31, 2025

Amount %
Tax expense at statutory rate $ 200.1 210 %
State and other income taxes, net of federal tax effect!? 31.6 3.3 %
Changes 1n valuation allowance 29 0.3 % —
Noncontrolling interests (40.5) (4.2 M‘I
Nontaxable ar nondeductible items: I 1 !
Share-based windfall tax benefits (12.5) (1.3)% '|I.#
Nondeductible executive compensation 10.1 1.0 %o -
Other 19 0.2 % 1
Tax credits 23) ©3)% =
Foreign tax effects 26 03% 2
Other, net (0.8) (0.1 ' I
Income tax expense 3 l9”é 20.2 % )
' In 2025, statc taxes in Flonida. Tennessee, Pennsylvania. Massachusells, Coldfornia, and Virginia made up the majority (grcater than 50 percent) of the lax }g

effed of this calegory.

The Provision for income tax expense in 2025 was less than the federal statutory rate primarily due to the impact of
noncontrolling interests offset by state and other income tax expense. See Note |, Summary of Significant Accounting Policies,
“Income Taxes,” for a discussion of the allocation of income or loss related to pass-through entities, which is referred to as the
impact of noncontrolling interests in this discussion.
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Deferred income taxes recognize the net tax effects of temporary differences between the carrying amounts of assets
and habilities for financial reporting purposes and amounts used for income tax purposes and the impact of available NOLs
The significant components of our deferred tax assets and habilities are presented 1n the followmg table (in millions)

As of December 31,
2025 2024
Deferred income tax assets:
Net operating loss 3 55§ 3.8
Insurance reserve 212 209
Stock-based compensation 222 240
Revenue reserves 3.5 8.0
Operating lease Liablities 213 225
Other accruals 288 294
Tax credits 19.5 17.0
Total deferred income tax assets 1270 130.6
Less: Valuation allowance (21.4) (21.0)
Net deferred income tax assets 1056 109.6
Deferred mcome tax liabilities
Intangibles (66.4) (63.4)
Operating lease right-of-use assets (20.5) [21.1)
Property, net [eXA)] (18.8)
Carrying value of partnerships {1179 {111.2)
Other (0.5) (0.3}
Total deferred income tax habilities [232.4) (214.8)
Net deferred income tax Liabilities 3 (126 8) § (IOS.Q

We have state NOLs of $4.2 mallion that expire in various amounts at varying times through 2036. For the years ended
December 31, 2025 and 2024, the net ncrease {decrease) in our valuation allowance was 30.4 milhon and 5{7 4) million,
respectively The net increase in our valuation allowance in 2025 related primarily to utihzation and expiration of state net
operating losses, primanly offset by increases to foreign tax credits that we do not anticipate we will be able Lo utitize. The
decrease tn our valuation allowance in 2024 related primarily to the utilization and expiration of state NOLs.

As of Decemnber 31, 2025, we have a remaining valuation allowance of $21.4 million. Thus valuation allowance
remains recorded primanly due to foreign tax credits generated by our operations in Puerto Rico. We determined it was
necessary to maintain a valuation allowance on our foreign tax credits due to uncerlainties related to our ability to ublize a
portion of these credits before they expire. The amount of the valuation allowance has been determined based on the weight of
all available evidence, as described sbove, ncluding management’s estimates of taxable income over the periods i which the
related deferred tax assets will be recoverable

Our continuing praclice is Lo recognize interest and penalties related to income tax matiers 1n income tax expense
Tnterest recorded as part of our income tax provision during 2025, 2024, and 2023 was nct material. Accrued interest income
related to income taxes as of December 31, 2025 and 2024 was not matenial.

In December 2016, we signed an egreement with the IRS to participate in their Compliance Assurance Process
(“CAP™) for the 2017 tax year and have renewed this agreement each year since. CAP 1s a program m which we and the IRS
endeavor to agree on the treatment of significant tax positions prror to the filing of our federal income tax retums. In Apnl
2025, the IRS issued a no change letter effectively closing our 2023 tax year audit. Thus, the statute of limitations has expired,
or we have settled, federal income tax examinations with the [RS for all tax years through 2023.
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The IRS offered, and we accepted, admission into the IRS Bridge Plus Pilot program (“CAP Bridge”) for the years

2024, 2025, and 2026. Under this program, we are required to provide additional decumentation {including a draft return} to the
IRS prior to filing our retun, The RS performs & risk assessment review of this documentation and provides recommendations
to us. We then file our return and submit a post-filing representation that our return was filed consistent with the docum entation
provided and any TRS recommendations. After further review, the IRS then issugs ¢ither a full or partial acceptance letter. We
are currently under audit by the IRS under the CAP Bridge program for tax years 2024, 2025, and 2026. Our state income 1ax
retums are also periodically examined by various regutatory taxing suthorities;, hawever, there are no current state audits at this
time

For the tax years that remain open under the applicable statutes of hmitations. manngement considered potential
unrecognized tax benefits and determined there are no matenal unrecognized tax benefits that would impact prior years' income

=

taxes.

i

Income taxes paid (net of reflunds) consisted of the following {in millions): m&

mn

For the Year Ended December 31,2025 :%

Federal $ ol g i 35
State and local 21 E
Foreign 31 & ‘;J
income taxes paid (net of refunds}) S 124.0 ]

On July 4, 2025, President Trump signed into law the One Big Beautiful Bill Act {"OBBBA™). The OBBBA contained
a broad range of tax reform provisions affecting businesses. While tax changes in the OBBBA did not have a matenal impact
on our effective tax rate, certain tax provisions in the OBBBA, namely the provision that permanently extended bonus
depreciation for assets placed in service after January 1%, 2025 and the provision allowing for immediate expensing of certain
rescarch and development costs, resulted in current deductions that yielded lower cash ncome tax for 2025, We currently
estimate these provisions produced an additional approximately $84 million in current deductions resulting 1 approximately
$22 million in cash tax savings in 2025. We continue to evaluate the tax and other provisions of the OBBRA and the potential
effects on our linancial position, results of operations, and cash flows.

Information prior to the adoption of ASU 2023-08—

As described in Note 1, Summary of Significant Accounting Polictes, “Recent Accounting Pronouncements,” we
clected to prospectively adopt the guidance i ASL 2023-09, “Income Taxes (Topte 740). Improvements to Income Tax
Disclosures.” The information below is in accordance with the guidance prior Lo the adoption of ASU 2023-09

The significant components of the Provision for income tax expense related 1o continuing operations are as follows (in

millions)
For the Year Ended December 31,
2024 2023
Current:
Federal H Hio $ 017
State and other 28.5 26.6
Total current expense 139.5 128.3
Deferred
Federal 86 {07
State and other 2.1 4.4
Total deferred expense 10.7 39
Total income tax expense related to continuing operations $ 150.2 $ 1322
F-42
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A reconciliation of differences between the federal income tax at statutory rates and our actual income tax expense on
our incorne from continuing operations, which include federal, state, and other income taxes, 15 presented below:

For the Year Ended December 31,

2024 2023
Tax expense at statutory rate 21.0% 21.0 %
Increase (decrease) i tax rate resulting from:
State and other income taxes, net of federal tax benefit 39 % 41%
Increase in valuation allowance — % 0.3 %
Noncontrolling interests (3.8)% (4.0
Share-based windfall tax benefits (1.0)% —%
Other, net (0.1)% 0.4 %
Income tax eéxpense 20.0 % 21.8 %%

The Provision for income tax expense in 2024 was less than the federal statutory rate pnmanly due to the wmpact of
noncontrolling interests and share-based windfall 1ax benefits, offset by state and other income tax expense The Provision for
income tax expense m 2023 was greater than the federal statutory rate primanly due to state and other income tax expense and a
gross increase in valuation allowance, offset by the mpact of noncontrolling mterests. See Note |, Summary of Significant
Accounting Polcies, “Income Taxes,” for  discussien of the allocation of income or loss related to pass-through entiies, which
1s referred to as the impact of noncontrolling interests in this discussion

The amount of income tax payments and refunds are as follows (in mithons}):

For the Year Ended December 31,

2024 2023
Income tax paymenls $ 1645 % 109.3
Income tax refunds 07 27
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15, Earnings per Common Share:

The following table scts forth the computation of basic and diluted eamings per common share (in millions, except per
share amounts):

For the Year Ended December 31,

2025 2024 2023
Basic:
Numerator:
Income from continuing operations § 7601 3 5994 § 4750
Less: Net income attributable to noncontroliing interests included m continuing
operations (192.9) (140.9) (111.0)
Less: Income from continuing operations allocated to participating securities (1.5) (2.8) (2.4)
Income from continuing operations attnbutable to Encompass Health common
shareholders 565.7 455.7 361.6
Loss from discontinued operations, net of tax, attnbutable to Encompass Health
common shareholders (1.0) (2.8) (12.0)
Net income attributable to Encompass Health common shareholders $ 5647 § 4529 § 3496
Denominator:
Busic weighted average common shares oulstanding 109.5 0.9 99.5
Basic earmings per share attnbutable to Encompass Health common shareholders:
Continuing operations 3 563 3% 456 $ 363
Discontinued operations {0.01) (0.03) (0.12)
Net income 3 562 3 453 3 3.51
Diluted:
Numeralor:
Income from continuing operations $§ 7601 § 5994 § 4750
Less: Net income attributable to noncontrolling interests included in continuing
operations (192.9) (140.9) (111.0)
Income from continuing operations attributable to Encompass Health common
shareholders 567.2 458.5 364.0
Loss from discontinued operations, net of tax, attnibutable to Encompass Health
common shareholders (1.0) (2.3) (12.0)
Net income attributable to Encompass Health common shareholders $ 5662 $ 4557 § 3520
Denominator:
Diluted weighted average common shares outstanding wg 102.2 101.3
Diluted earnings per share attmbutable to Encompass Health common shareholders:
Contintnng operations 3 555 % 449 3§ 3.59
Discontinued operations (0.01) (2.03) 0.12)
Net income $ 554 % 446 $ 3.47
F=id
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The following table sets forth the reconciliation between basic weighted average common shares outstanding and
diluted weighted average common shares outstanding (in millions)

For the Year Ended December 31,

2025 2024 2023
Basic weighted avernge common shares outstanding 100.5 999 99,5
Restricted stock awards, dilutive stock options, and restricted stock units 1.7 23 13
Diluted weighted average common shares outstanding 102.2 102.2 101.3

Options to purchase shares of common stock outstanding during 2025 and 2024 were immaterial. Options to purchase
approximately 0.3 million shares of common stock were outstanding during 2023 but were not included in the computation of
diluted weighted-average shares because to do so would have been antidilutive

On October 28, 2013, we announced our board of directors authonzed the repurchase of up to $200 million of our
common stock, which has been amended from time to time. Most recently, on July 24, 2024, our board of directors approved
reselting the sggregate common stock repurchase authonzation to $500 million. As of December 31, 2025, approxmmately
$332 million remained under this authorization. The repurchase authonzation does not require the repurchase of a specific
number of shares, has an indefinite term, and is subject to termination at any time by our board of directors. Dunng 2025 and
2024, we repurchased 1.5 million and 0.4 million shares of our common stock in the open market for $158.0 mullion and $3¢.1
million, respectively. There were no repurchases of our common stock duning 2023.

In July 2022, our board of directors declared a cash dividend of $0.15 per share. The cash dividend of $0.15 per
common share was declared and paid in each quarter through July 2024 In July 2024, our board of directors approved an
increase in our quarterly dividend and declared a cash dividend of $0.17 per share The cash dividend of 30.17 per commen
share was declared and paid in each quarter through July 2025. In July 2025, our board of directors approved an increase in our
quarterly dividend and declared a cash dividend of $0.19 per share Subsequent to July 20235, the cash dividend of $0.19 per
common share was declared and paid in each guarter through January 2026. Future dividend payments are subject to
declaration by our board of directors.

16. Contingencies and Other Commitments:

We provide services in the highly regulated healthcare industry. Furthermore, operating inpatient rehabilitation
hospitals requires significant staffing and involves intensive therapy for individuals suffening from significant physical or
cognitive disabilities or injuries. As a result, varjous lawsuits, claims, and legal and regulatory proceedings have been and can
be expected to be instituted or asserted against us. The resolution of any such lawsuits, claims, or legal and regulatory
proceedings could materially and adversely affect our financial position, results of operations, and cash flows in a given period

The False Claims Act allows private citizens, called “relators,” to institute civil proceedings on behalf of the United
States alleging violations of the False Claims Act These lawsuits, also known as “whistleblower™ or “quf tam™ actions, can
involve significant monetary damages, fines, attomneys’ fees and the award of bounties to the relators who successfully
prosecute or bring these suits to the government. Qui fam cases are sealed at the time of filing, which means knowledge of the
information contained in the complaint typically is limited to the relator, the federal government, and the presiding court. The
defendant in a qur fam action may remain unaware of the existence of a sealed complaint for years. While the complaint 1s
under seal, the government reviews the merits of the case and may conduct a broad investigation and seek discovery from the
defendant and other parties before deciding whether to intervene in the case and take the lead on litigating the claims. The court
Lifts the seal when the government makes its decision on whether to infervene. If the government decides not to intervene, the
relator may elect to continue to pursue the lawsuit individually on behalf of the govemment. It is possible that qus tam lawsuits
have been filed against us, which suits remain under seal, or that we are unaware of such filings or precluded by existing law or
court order from discussing or disclosing the filing of such suits. We may be subject 1o liability under one or more undisclosed
qui tam cases brought pursuant to the False Claims Act.

It 15 our obligation as a participant in Medicare and other federal healthcare programs to routinely conduct audits and
reviews of the accuracy of our billing systems and other regulatory compliance matters. As a result of these reviews, we have
made, and will continue to make, disclosures to the HHS-OIG and CMS relating to amounts we suspect represent over-
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payments (rom these programs, whether due to inaccurate billing or otherwise. Some of these disclosures have resulted in, or
may result in, Encompass Health refunding amounts to Medicare or other federal healthcare programs.

Other Commiltments—

We are a party to service and other contracts in connection with conducting our business. Minimum smounts due
under thase agreements are $62.9 million in 2026, $38.9 million in 2027, $35.8 million 1n 2028, $30.3 million in 2029, $27.4
million in 2030, and $37.3 million thereafter. These contracts primarily relate to software licensing and support and medical
equipment.

17. Segment Reporting:

We manage our operations using one operating segment which 1s also our reportable segment: inpatient rehabulitation.
Our national network of inpatient rehabilitation hospitals provide specialized rehabilitative treatment on an inpatient basis. Our
inpatient rehabilitation hospitals provide a hugher level of rehabilitative care to patients who are recovering from conditions

=
such as stroke and other neurological disorders, cardiac and pulmonary conditions, brain and spinal cord injuries, complex %
orthopedic conditions, end amputations. =
=)
The accounting policies of our reportable segment are the same as those described in Note 1, Summary of Significant =
Accounting Policies. All revenues for our services are generated through extemal customers. See Note 1, Summary of
Significant Accounting Policies, “Net Operating Revenues,” for the disaggregation of our revenues. Our chief operating
decision maker (“CODM”) 15 the chuef executive officer. Cur CODM evaluates the performance and allocates resources based
on adjusted eamings before interest, taxes, depreciabon, and amortization (* Adjusted EBITDA™). Our CODM primanly
considers forecast-to-budget variances and current year actuals to prior year actuals vanances to assess performance and to help
inform operating decisions, tncluding allocating resources.
Selected financial nformation, including significant segment expenses, for our reportable segment is as follows (in
millions):
For the Year Ended December 31,
2025 2024 2023
Net operating revenues $ 59352 3 53732 3 43012
Less
Salaries and benefits 31159 2,901.0 2,600.1
Other operating expenses 826.0 785.2 7093
Supplies 254.4 239.0 2183
Occupancy costs 59.0 573 563
General and sdministrative expenses 1738 156.1 146.5
Net income sttributable to noncontrolling interests 1929 1482 1132
Other scgment items™® (147 {17.3) (13.6)
Adjusted EBITDA 312679 § 11037 3 971.1
M Includes interest income, Investment gain or loss, and equity in net income of nonconsolidated affiliates.
F-46
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Segment reconciliation (in milhions).

For the Year Ended December J1,

2025 2024 2023
Adjusted EBITDA 3 1,2679 3 1,103.7 § 971.1
Stock-based compensation (56.5) (48.3) (50.6)
Depreciation and amortization {321.9) (299.6) B9
Loss on disposal or impairment of assets 2.7 (17.9) ©@.8)
Loss on early extinguishment of debt {0.6) —
Interest expense and amortization of debt discounts and fees (1232) {137.4) (143.5)
Net income attributable to noncontrolling mterests 192.9 1409 111.0
Change 1 fair market vaiue of marketable secunitics 2.5 10 07
Asset impatrment impact on noncontroliing interests — 73
State regulatory change mpact on noncontrolling interests - 22
Income from continuing operations before income tax expense 3 953.0 § 7496 § 6072

Additional detail regarding the revenues of our operating segment by service line follows (in millions)

Net operating revenucs
{npatient
Other
Net opernting revenues

For the Year Ended December 31,

2028 2024 2023
$ 5753 % 52305 § 46938
178.9 1427 107.4
§ 59332 3 53732 § 48012

Equity in net income of nonconsolidated affiliates and the Provision for income tax expense are seported on our
consolidated statements of operations, Segment assats are reported on our consohidated batance sheets as Toral assets. Segment
capital expendilures are reported on our consolidated statements of cash [ows as Prrchases of property. equipment, and

intangible assets.

F47
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Shape the future
with confidence

Report of Independent Auditors

The Board of Directors
Memorial Health

Opinion

We have audited the consolidated financial statements of Memorial Health and Subsidiaries
(Memorial Health), which comprise the consolidated balance sheets as of September 30, 2025 and
2024, 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
consolidated financial position of Memorial Health at September 30, 2025 and 2024, and the
consolidated results of its operations, changes in its net assets, 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 Memorial Health, 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.
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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 Memorial
Health’s ability to continue as a going concern for one year afler 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 guaranice 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:
«  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 o 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 Memorial Health's intemal control. Accordingly, no
such opinion is expressed.

* Evaluate the appropriateness of accounting policies used and the reasonableness of
sigmficant 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 Memorial Health’s ability to continue as a
going concern for a reasonable period of time.
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We are required to communicate with those charged with govemnance 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.

Supplementary Information

QOur audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying consolidating balance sheets, consolidating statement
of operations and changes in net assets, consolidating statements of cash flows, obligated group
balance sheet, obligated group statement of operations and changes in net assets, and obligated
group statement of cash flows are presented for purposes of additional analysis and are not a
required part of the consolidated financial statements, Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audits of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with GAAS. In our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as a

whole.
Banet o MLLP

December 17, 2025
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Memorial Health and Subsidiaries

Consolidated Balance Sheets

(Dollars in Thousands)
September 30
2025 2024
Assets
Current assets:
Cash and cash equivalents $ 76,697 % 14,758
Short-term investments 39,928 57,722
Assets whose use is limited 11,416 11,491
Receivables:
Patient accounts receivable 224,431 240,096
Receivables from third-party payors 59,309 13,138
Other receivables 54,042 43,418
Inventories 26,752 24,250
Prepaid expenses 30,113 28,878
Total current assets 522,688 433,751
Long-lerm investments:
Unrestricted investments 728,524 744,744
Assets whose use is limited 101,312 91,831
Total long-term investments 829,836 836,575
Property, plant, and equipment, net 709,837 736,483
Right-of-use asset — operating leases 23,650 21,788
Other assets:
Investments in partnerships 7,741 7,098
Beneficial interest in trusts and retained life estates 108,638 110,509
Other 39,121 31,620
Total other assets 155,500 149,227
Total assets $ 2241511 % 2,177,824
4
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Consolidated Balance Sheets (continued)
{Dollars in Thousands)

Liabilities and net assets
Current liabilities:
Long-term debt
Short-term borrowings
Operating lease liability - current portion
Accounts payable
Accrued payroll
Interest payable
Payables to third-party payors
Other
Total current liabilities

Noncurrent liabilities:
Long-term debt obligations, net
Operating lease liability — noncurrent portion
Deferred compensation and benefits
Self-insurance accrued expenses
Accrued employee benefits
Other

Total noncurrent liabilities

Total liabilities

Net assets:
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

See accompanying notes.

— - Page 280

September 30

2025 2024
$ 54,647 $ 18,230
49,493 49,666
4,026 2,627
138,774 115,684
85,535 82,439
3,187 3,204
53,430 56,843
47,933 24,819
437,025 353,512
252,415 310,178
20,324 19,761
29,453 26,194
44,030 45,088
14,535 15,036
697 1,015
361,454 421,272
798,479 774,784
1,291,080 1,252,087
151,952 150,953
1,443,032 1,403,040
$ 2241511 § 2,177,824

5
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Memorial Health and Subsidiaries

Consolidated Statements of Operations and Changes in Net Assets

(Dollars in Thousands)
Year Ended September 30
2025 2024
Revenues;
Net patient service revenues $ 1,565,009 $ 1444494
Capitation revenues 94,726 123,830
Other revenues 90,171 66,327
Total revenues 1,749,906 1,634,651
Expenses:
Salaries and wages 723,475 680,828
Employee benefits 174,423 153,145
Physician fees 142,684 119,183
Pharmaceutical supplies 66,531 61,310
Patient service supplies 191,790 175,225
Purchased services and other 228,012 209,615
Hospital provider assessment 80,228 51,968
Purchased medical services 53,565 71,407
Depreciation and amortization 76,996 69,523
Interest expense and other financing costs 11,779 12,963
Total expenses 1,749,483 1,605,167
Income (loss} from operations 423 29,484
Nonoperating gains (losses):
Interest and dividends 14,334 18,772
Realized gain (loss) on investments, net 27,178 13,296
Unrealized gain (loss) on investments, net 10,020 60,959
Gain (loss) on derivatives (112)
Net periodic benefit cost (456) (616)
Other revenue (expense), net {12,402) (14,152)
Total nonoperating gains (losses), net 38,674 78,147
Excess (deficit) of revenues over expenses 39,097 107,631
6
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Memorial Health and Subsidiaries

Consolidated Statements of Operations and Changes in Net Assets (continued)
(Dollars in Thousands)

Year Ended September 30

2025 2024

Net assets without donor restrictions:

Excess (deficit) of revenues over expenses b 39,097 § 107,631

Pension and other postretirement liability adjustments (104) (674)
Increase (decrease) in net assets without donor restrictions 38,993 106,957
Net assets with donor restrictions:

Contributions 3,041 1,761

Net investment gain (loss) 1,252 4,012

Net assets released from restrictions (3,656) (3,296)

Change in fair value of split interest agreements 362 (1,036)
Increase (decrease) in net assets with donor restrictions 999 1,441
Increase (decrease) in net assets 39,992 108,398
Net assets, beginning of fiscal year 1,403,040 1,294,642
Net assets, end of fiscal year $ 1,443,032 § 1,403,040
See accompanying notes.
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Memorial Health and Subsidiaries

Consolidated Statements of Cash Flows

(Dollars in Thousands)
Year Ended September 30
2025 2024
Operating activities
Change in net assets 3 39992 $ 108,398
Adjustmenits to reconcile change in net assets to net cash
provided by (used in) operating activities:
{Gain) loss on derivatives 112
Interest and dividends (14,821) (19,399)
Realized (gain) loss on investments, net (28,072) (13,547)
Unrealized (gain) loss on investments, net (10,856) (63,631)
Restricted contributions and other (3,041) (1,761)
Unrealized (gain) loss on beneficial interest in trusts 327 (84)
Depreciation and amortization 76,996 69,523
Amortization of debt issuance premiums (1,022) (1,070)
(Gain) loss on disposal of assets (26,203) 2,911
Deferred tax asset (285) 279
Pension and other postretirement liability adjustments 104 674
Changes in assets and liabilities:
Accounts receivable 16,048 (34,783)
Inventory and other assets (7,892) (18,114)
Estimated third-party payor settlements (49,584) 5,224
Accounts payable and other current liabilities 51,182 30,186
Self-insurance and other long-term liabilities (1,469) 13,250
Net cash provided by (used in) operating activities 41,404 78,168
Investing activities
Acquisition of property and equipment (92,759) (55,987)
Proceeds on sale of property 49,298 484
Investments classified as trading, net 78,851 (8,354)
Change in investment in partnerships (643) (645)
Net change in other assets (485) (129)
Net cash provided by (used in) investing activitics 34,262 (64,631)
8
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Memorial Health and Subsidiaries

Consolidated Statements of Cash Flows (continued)
{Dollars in Thousands)

Year Ended September 30

2025 2024

Financing activities
Restricted contributions and other $ 3041 % 1,761
Repayment of long-term debt (18,254) (19,289)
Issuance of long-term debt 10,645
Proceeds from short-term borrowings 119,356 408
Repayment of short-term borrowings (119,529) 427
Extinguishment of long-term debt, net of debt issuance cost

payments (10,816) -
Distributions from beneficial interest in trusts 1,622 1,615
Net cash provided by (used in) financing activities (13,935 {15,932)
Net increase (decrease) in cash, cash equivalents, and restricted

cash 61,731 (2,395)
Cash, cash equivalents, and restricted cash, beginning of fiscal

year 16,854 19,249

Cash, cash equivalents, and restricted cash, end of fiscal year $ 78,585 § 16,854

Supplemental disclosure of cash flow information
Cash paid for interest 5 10,742 § 11,799

Reconciliation of cash, cash equivalents, and restricted
cash to the consolidated balance sheets
Cash and cash equivalents 3 76,697 3% 14,758
Restricted cash, included in assets whose use is limited 1,888 2,096
5 78,585 § 16,854

See accompanying notes.
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Memorial Health and Subsidiaries

Notes to Consolidated Financial Statements
(Dollars in Thousands)

September 30, 2025

1. Organization

Memorial Health System, doing business as (d/b/a) Memorial Health (Corporate), is incorporated
as a not-for-profit corporation under the laws of the state of Illinois and is a tax-exempt
organization as described in Section 501(c)(3) of the Internal Revenue Code (the Code). Memorial
Health and Subsidiaries (collectively, MH) comprise the following corporations and their
subsidiaries:

Corporate, sole corporate member of:

Memorial Medical Center d/b/a Springfield Memorial Hospital (SMH):
Memorial Medical Center Foundation d/b/a Springfield Memorial Foundation (SMF)
Decatur Memorial Hospital (DMH):
— Decatur Memorial Health Foundation d/b/a Decatur Memorial Foundation (DMF)
The Passavant Memorial Area Hospital Association d/b/a Jacksonville Memorial Hospital
{(JMH):
Jacksonville CRNAs, Inc. (CRNA)
— Passavant Area Hospital Foundation d/b/a Jacksonville Memorial Foundation (JMF)
The Abraham Lincoln Memorial Hospital d/b/a Lincoln Memorial Hospital (LMH)
Taylorville Memorial Hospital (TMH):
Taylorville Memorial Hospital Foundation, Inc. d/b/a Taylorville Memorial
Foundation (TMF)
Memorial Physician Services d/b/a Memorial Medical Group (MMG)
Mental Health Centers of Central Illinois d/b/a Memorial Behavioral Health (MBH):
—  Springfield Residential Services (SRS)
Memorial Home Services NFP d/b/a Memorial Home Care (MHC):
—~ Memorial Home Services of Central Illinois, Inc. (MHSCI)
Memorial Health Ventures (MHV)
Memorial Health Partners, LLC (MHP)
Abraham Lincoln Healthcare Foundation d/b/a Lincoln Memorial Foundation (LMF)

All significant intercompany transactions and balances have been eliminated in the consolidated
financial statemenis.

10
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Memorial Health and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Summary of Significant Accounting Policies
Cash, Cash Equivalents, and Restricted Cash

Cash and cash equivalents include investments in highly liquid debt instruments with a maturity
of 90 days or less when purchased. Highly liquid debt instruments with original short-term
maturities of more than 90 days or money market mutual funds that are commingled within MH
short-term and long-term investment portfolios are not considered cash equivalents. Amounts
included in assets whose use is limited on the consolidated balance sheets may include restricted
cash, which may be held within short-term or long-term investments. This restricted cash held in
assets whose use is limited represents cash set aside within investment portfolios based on
management’s policy or contractual arrangements.

Short-Term Investments

Short-term investments primarily include money market mutual funds, highly liquid debt
instruments, corporate obligations, government obligations, mutual funds, and corporate equity
securities that are classified as current assets because such amounts are available to meet MH's
operating cash requirements.

Inventories

Inventories, consisting primarily of medical supplies and drugs, are stated at the lower of cost or
net realizable value. Cost is determined using the weighted average cost method.

Long-Term Investments

Long-term investments primarily include unrestricted investments and assets whose use is limited.
Assets whose use is limited include amounts set aside under revocable self-insurance trust
agreements, assets held by trustees under indenture agreements, assets restricted as to use by
donors, cash restricted as to withdrawal or use, and deferred compensation investments. Amounts
designated to help meet the current liabilities of MH have been classified as the current portion of
assets whose use is limited on the consolidated balance sheets.

11
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Memorial Health and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Summary of Significant Accounting Policies (continued)

Investment securities are recorded at fair value, based on the valuation methodologies used in the
fair value measurement and disclosures topic of the Financial Accounting Standards Board
Accounting Standards Codification (ASC). The cost of securities sold is based on the specific
identification method. MH classifies its investment portfolio as trading, with unrealized gains and
losses included in excess of revenues over expenses.

MH invests in alternative investments (primarily private equity and credit funds) generally through
limited partnerships (LPs) and perpetual funds, which are reported based on the net asset value of
the investments, as a practical expedient for fair value. The calculated net asset values are provided
by the respective organizations and based on historical cost, appraisals, or other estimates that
require varying degrees of judgment. Management has utilized the best available information for
reported values, which, in some instances, are valuations as of an interim date not more than 90
days before year-end. Generally, the net asset value of MH’s holdings reflects net contributions to
the organization and an allocated share of realized and unrealized investment income and
expenses. Returns from investments based on the net asset value, whether realized or unrealized,
are inciuded in investment earnings in excess of revenues over expenses.

Realized and unrealized gains and losses on investments, interest, and dividends from all other

investments are reported as nonoperating gains (losses) unless the income is restricted by donor or
law.

MH has elected the fair value option in accordance with accounting principles generally accepted
in the United States of America (U.S. GAAP) when valuing investments in farmland, which are
included in unrestricted investments on the consolidated balance sheets.

Available Resources and Liquidity

MH considers all cash and cash equivalents, short-term investments, and unrestricted investments

to be financial assets available and free from restriction to meet cash needs for operating activities
of MH within one year of September 30, 2025.

12
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Memorial Health and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Summary of Significant Accounting Policies {continued)
Property, Plant, and Equipment
Property, plant, and equipment are recorded at cost or, if donated, at fair value at the date of receipt.

Depreciation is calculated using the straight-line method over the estimated useful lives of the
assets as follows:

Land improvements 5-50 years
Buildings and improvements 5-80 years
Equipment 3-20 years

Leasehold improvements and equipment under finance leases are deprecialed or amortized over
the corresponding lease term and included in depreciation and amortization expense.

Beneficial Interest in Trusts and Retained Life Estates

SMH, DMH, and JMH are the beneficiaries of several irrevocable trusts held and administered by
third-party trustees. The income from these trusts is distributed annually. The proceeds from the
trusts are classified as net assets without donor restrictions or net assets with donor restrictions,
based on the terms of the applicable trust agreement. SMF and LMF are owners of retained life
estates held as farmland. The estate assets are classified as net assets with donor restrictions due
to timing. Beneficial interest in the trusts and retained life estates totaled $108,638 and $110,509
as of September 30, 2025 and 2024, respectively, and is equal to the estimated fair value of the
underlying trust assets and estates (primarily Illinois farmland). Trust distributions were $1,622
and $1,615 in 2025 and 2024, respectively, and are included in other revenue in the nonoperating
gains (losses) section of the consolidated statements of operations and changes in net assets.

Other Assets
Other assets primarily consist of cash surrender value of life insurance policies, noncompete
agreement clauses in physician acquisition contracts, employee retention loan agreements, notes

receivable, and reinsurance recoveries. Under the terms of the physician employment agreements,
vesting to the physicians in the cash surrender values occurs over various terms.
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Memorial Health and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Summary of Significant Accounting Policies (continued)
Deferred Compensation Investments

MH has nonqualified deferred compensation plans available to select employees. Contributions to
the plans are invested in mutual funds and are payable to the employees upon vesting, retirement,
or resignation. Deferred compensation investments, which are recorded at fair value, have been
reported in assets whose use is limited, and deferred compensation liabilities are reported in
noncurrent liabilities on the accompanying consolidated balance sheets.

Accrued Employee Benefits

Accrued employee benefits consist of the accrual for the paid sick time program, supplemental
retirement defined benefit plans, and the accrual for post-employment benefits, which consists of
two liabilities: the continuation of medical benefits to employees on long-term disability and the
postretirement health care benefits for certain employee groups that meet special qualifications.
MH accrues these benefits based on actuarial estimates.

Net Assets

MH's net assets are classified as with donor restrictions and without donor restrictions based on
the existence or absence of donor-imposed restrictions. Net assets with donor restrictions consist
of net assets whose use by MH has been limited by donors to a specific time period or for a
particular purpose or which must be maintained by MH in perpetuity with the related investment
income expendable to support the donor-designated purpose. The general nature of the donor
restrictions is to support MH’s mission and health education programs and to assist in capital
purchasing.

As of September 30, 2025 and 2024, MH’s endowments consist of 80 and 83, respectively,
individual donor-restricted funds established for a variety of purposes. Net assets associated with
endowment funds, including funds designated by the Board of Directors, to function as
endowments, are classified and reported based on the existence or absence of donor-imposed
restrictions.

14

ATTACHMENT 36

—— —————— Page 289
PAGE 67 OF 110



Financial Viability
Rehabilitation Institute of Springfield, LLC

e ——== —_— - Page 290

ATTACHMENT 36
Financial Viability

Memorial Health and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Summary of Significant Accounting Policies (continued)

The endowment net asset composition by type of fund consisted of the following:

Net Assets
Without Net Assets
Donor With Donor
Restrictions  Restrictions Total

September 30, 2025

Donor-restricted endowment funds $ b 33,387 § 33,387
Board-designated endowment funds 6,737 6,737
Total endowment funds 8 6,737 % 33,387 § 40,124
September 30, 2024

Donor-restricted endowment funds $ - % 31,532 $ 31,532
Board-designated endowment funds 6,289 - 6,289
Total endowment funds $ 6289 §$ 31,532 % 37,821

Of all of MH’s foundations, only SMF has a policy of appropriating for distribution each year 5%
of its endowment funds’ average fair value of investments over the prior 36 months as of
September 30 of the preceding fiscal year in which the distribution is planned. In establishing this
policy, SMF considers the long-term expected return on its endowments. Accordingly, over the
long term, SMF expects the current spending policy to allow its endowment to grow at the average
long-term rate of inflation. This is consistent with SMF’s objective to maintain the purchasing
power of the endowment assets held in perpetuity or for a specific term, as well as to provide
additional real growth through new gifts and investment return.

Net Patient Service Revenues and Accounts Receivable Valuation

MH provides health care services through inpatient and outpatient care facilities located in central
Illinois and grants credit to patients, substantially all of whom are local residents. MH generally
does not require collateral or other security in extending credit to patients; however, it routinely
obtains assignment of (or is otherwise entitled to receive) patients” benefits payable under their
health insurance programs, plans, or policies, including, but not limited to, Medicare, Medicaid,
health maintenance organizations, and commercial insurance policies.
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2. Summary of Significant Accounting Policies (continued)

MH recognizes revenues in the period in which performance obligations are satisfied. Generally,
MH bills patients and third-party payors several days after services are performed or the patient is
discharged. Accounts receivable primarily consist of amounts due from third-party payors and
patients. MH’s ability to collect outstanding receivables is critical to its operations and cash flows.
Amounts MH receives for treatment of patients covered by governmental programs and third-party
payors, as well as directly from patients, are subject 1o explicit and implicit price concessions.
Accordingly, the revenue and accounts receivable reported in MH’s consolidated financial
statements are recorded at the net consideration to which MH expects to be entitled in exchange
for providing patient care.

MH has agreements with third-party payors that provide for payments at amounts different from
its established charges. Payment arrangements include prospectively determined rates per
discharge, reimbursed costs, discounted charges, and per diem payments. Retroactive adjustments
are considered in the recognition of revenue on an estimated basis in the period the related services
are rendered, and these amounts are adjusted in future periods as adjustments become known or as
years are no longer subject to such audits, reviews, or investigations. MH’s patient service revenue
increased by $266 and $1,938 in 2025 and 2024, respectively, as the result of these retroactive
adjustments.

Laws and regulations governing the Medicare and Medicaid programs are extremely complex and
subject 1o interpretation. As a result, there is al least a reasonable possibility that recorded estimates
will change by a material amount in the near term. Noncompliance with Medicare and Medicaid
laws and regulations can make MH subject to significant regulatory action, including substantial
fines and penalties, as well as exclusion from the Medicare and Medicaid programs. MH’s
management believes that adequate provisions have been made for adjustments that may result
from final determination of amounts earned under these programs consistent with the constraints
that are required by ASC 606, Revenue from Contracts with Customers.
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2. Summary of Significant Accounting Policies (continued)

The majority of MH’s performance obligations are satisfied over time for the delivery of patient
care in both inpatient and outpatient settings. Revenue for performance obligations satisfied over
time is recognized based on estimated expected payment at that point in time. MH believes this
method provides a faithful depiction of the transfer of services over the term of the performance
obligation based on the remaining services needed to satisfy the obligation. Generally, unsatisfied
or partially unsatisfied performance obligations at the end of the reporting period are related to
patients admitted to MH’s hospitals who have not yet been discharged. MH measures the
performance obligation from admission into the hospital to the point when it is no longer required
to provide services to that patient, which is generally at the time of discharge. As substantially all
of MH’s performance obligations are part of a contract that is expected to have a duration of one
year or less, MH has elected to apply the exemption provided by ASC 606-10 not to disclose the
aggregate amount of the transaction price allocated to performance obligations that are unsatisfied
or partially unsatisfied as of the period-end.

MH has elected to apply the practical expedient permitted under ASC 606 and does not adjust the
estimated amount of consideration from patients or third-party payors for the effects of a
significant financing component, due to MH’s 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.

MH 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 primarily consist
of major payor classes for inpatient, outpatient, and other patient revenue. Based on historical
collection trends and other analysis, MH believes that revenue recognized by using the portfolio
approach approximates the revenue that would have been recognized if an individual contract
approach were used.
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2. Summary of Significant Accounting Policies {continued)

MH’s initial estimate of the transaction price is determined by reducing the total standard charges
related to the patient services provided by various elements of variable consideration, including
contractual adjustments, discounts, implicit price concessions, and other reductions to MH’s
standard charges. MH determines the transaction price associated with services provided to
patients who have third-party payor coverage based on reimbursement terms per contractual
agreements, MH’s discount policies, and historical experience. Generally, patients who are
covered by third-party payors are responsible for related deductibles and coinsurance, which vary
in amount. For patients with deductibles and coinsurance, or uninsured and underinsured patients
who do not apply or do not meet the qualifications for charity care, MH determines the transaction
price associaled with services on the basis of charges reduced by implicit price concessions.
Implicit price concessions are based upon management’s judgmental assessment of historical and
expected net collections considering business and general economic conditions in its service area,
trends in health care coverage, and other collection indicators. Throughout the year, management
assesses the adequacy of the allowance for implicit price concessions, taking into consideration
recent write-off experience by payor category, including those not covered by insurance.
Subsequent changes to the estimate of the transaction price (determined on a portfolio basis when
applicable) are generally recorded as adjustments to patient service revenue in the period of
change. For the fiscal years ended September 30, 2025 and 2024, changes in estimates of implicit
price concessions, discounts, contractual adjustments, or other reductions were not significant.

Capitation Revenues

MH has entered into risk-based contracts to provide medical services. Under these arrangements,
MH receives capitation payments based on the demographic characteristics of covered members
for agreeing to provide health care services to enrolled members, regardiess of the actual services
provided. MH has engaged in stop-loss insurance contracts to protect against future significant
losses for catastrophic cases.

Purchased medical services represent payments made to non-MH and out-of-network providers
for covered medical claims. MH estimates its liability for covered medical claims, including claims
incurred but not reported as of the consolidated balance sheet dates, based upon historical costs
incurred and payment-processing experience. The liability for covered medical claims is included
in other current liabilities on the accompanying consclidated balance sheets.
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2. Summary of Significant Accounting Policies (continued)
Charity Care

In support of its mission, MH provides care to patients who lack financial resources and are
deemed to be financially indigent. Traditional charity care includes cost of services provided to
persons who MH determines cannot afford health care because of inadequate resources. The
charges for services provided to charity patients are not reported as net patient service revenue.
The unpaid cost of traditional charity care was $13,397 and $7,965 for the fiscal years ended
September 30, 2025 and 2024, respectively. MH calculates the unpaid cost of services by payor
using an activity-based costing methodology.

Asset Impairment

MH considers whether indicators of impairment are present and, if present, performs the necessary
tests to determine whether the carrying values of an asset are recoverable. Impairment write-downs
are recognized in depreciation expense at the time the impairment is identified. MH had no material
asset impairment for the fiscal years ended September 30, 2025 or 2024.

Donor-Restricted Gifts

Unconditional promises to give cash and other assets to MH are reported at fair value at the date
the promise is received. Conditional promises to give and indications of intentions to give are
reported at fair value at the date the gift is received or the condition is met. Gifis are reported as
net assets with donor restrictions if they are received with donor stipulations that limit the use of
the donated assets. A donor restriction expires when a stipulated time restriction ends or the
purpose restriction is accomplished. At that time, net assets with donor restrictions are reclassified
to net assets without donor restrictions and reported on the consolidated statements of operations
and changes in net assets as net assets released from restrictions.

Donor-restricted contributions whose restrictions are met within the same year as they are received

are reported in other revenue (expense), net in the nonoperating gains (losses) section of the
consolidated statements of operations and changes in net assets.
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2. Summary of Significant Accounting Policies (continued)
Performance Indicator

MH's performance indicator, excess of revenues over expenses, includes all changes in net assets
without donor restrictions other than net assets released from restrictions for property acquisitions
and pension and other postretirement liability adjustments.

Operating and Nonoperating Gains (Losses)

MH’s primary mission is to improve lives and build stronger communities through better health
through a broad range of general and specialized health care services, including inpatient acute
care, outpatient services, physician services, and other health care services. Activities directly
associated with the furtherance of this purpose are considered to be operating activities. Other
activities that result in gains or losses peripheral to MH’s primary mission are considered to be
nonoperating. Nonoperating activities include interest, dividends, realized and unrealized gains
and losses on investments, gains and losses on derivatives, net periodic benefit cost, and other
revenues and expenses not related to patient care, such as the provision for income taxes and
contribution expense.

Functional Classification of Expenses

MH’s accounting policies conform to U.S. GAAP applicable to health care organizations.
Substantially all expenses are related to providing health care services to the community. However,
there are certain costs not directly attributable to health care services, including certain salaries
and benefits, depreciation, and other costs. These costs are allocated to management, general, and
administrative on a reasonable basis that is consistently applied.
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2. Summary of Significant Accounting Policies (continued)

Expenses by functional classification consist of the following:

Management,
Health Care General, and
Services Administrative Total
Year ended September 30, 2025
Expenses:
Salaries and wages $ 617,383 $ 106,092 $§ 723,475
Employee benefils 149,804 24,619 174,423
Physician fees 142,684 - 142,684
Pharmaceutical supplies 66,531 - 66,531
Patient services supplies 191,790 - 191,790
Purchased services and other 139,759 88,253 228,012
Hospital provider assessment 80,228 - 80,228
Purchased medical services 53,565 - 53,565
Depreciation 68,527 8,469 76,996
Interest expense and other
financing costs 11,779 - 11,779
Total $ 1,522,050 § 227,433 § 1,749,483
Management,
Health Care  General, and
Services Administrative Total
Year ended September 30, 2024
Expenses:
Salaries and wages $ 569880 3% 110948 § 680,828
Employee benefits 126,645 26,500 153,145
Physician fees 119,064 119 119,183
Pharmaceutical supplies 61,310 61,310
Patient services supplies 175,225 - 175,225
Purchased services and other 130,485 79,130 209,615
Hospital provider assessment 51,968 - 51,968
Purchased medical services 71,407 - 71,407
Depreciation 61,502 8,021 69,523
Interest expense and other
financing costs 12,958 5 12,963
Total $ 1,380.444 % 224,723 § 1,605,167
21
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2. Summary of Significant Accounting Policies (continued)
Income Taxes

Each of MH’s subsidiaries, excluding those described in the following paragraph, is a separately
incorporated not-for-profit corporation, as described under Section 501(c)(3) of the Code, and is
tax-exempt from federal and state income taxes on related income pursuant to Section 501(a) of
the Code. They do, however, operate certain programs that may result in unrelated business
income. Upon review as required by ASC 740, Income Taxes, no tax provision was recorded for
the fiscal years ended September 30, 2025 or 2024.

MH is no longer subject to income tax examinations for years prior to 2021.

MHP is considered a disregarded entity for tax purposes and is exempt from income tax. MHSCI
is a taxable for-profit corporation subject to federal and state income taxes.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Reclassifications

Certain balances in the 2024 consolidated financial statements and related notes have been
reclassified to conform 10 the current year presentation. The effect of such reclassifications did not
change total net assets, net assets without donor restrictions, operating income, or excess (deficit)
of revenues over expenses.
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3. Affiliation With Seuthern Illinois University School of Medicine

MH has entered an affiliation agreement with Southern Illinois University School of Medicine
(SIU) in an effort 10 enhance the quality, sophistication, and access of health care in central and
southern Illinois. The term of the agreement renewed on July 30, 2025, and automatically renews
for successive five-year terms, until terminated by either party. The agreement requires advance
notice of either party’s intent to terminate the affiliation agreement to be no less than three years
prior to the expiration of the current five-year term. The affiliation agreement allows SIU to
conduct both graduate and undergraduate medical educational programs at MH facilities.

In addition, the affiliation allows for both parties (including all of SIU’s and MH’s subsidiaries)
10 execute separate agreements to provide the following: academic support, medical director and/or
chairman contracts, administrative services, space leases, recruitment contracts, and/or clinical
service contracts, MH also provides other support and funding in the form of grants to SIU through
SMF.

The table below reports the extent to which MH and SIU have partnered to strengthen their
affiliation:

Year Ended September 30

2025 2024

Agreement type
Academic support provided b 55146 §$ 38,864
Grants and contributions provided 5,232 4,506
Medical director/chairman contracts provided 8,747 13,109
Administrative, clinical, recruitment, and

other services provided 1,138 1,053
Lease revenues 10,476 10,458
Administrative and clinical service revenues 922 744

All agreement types listed above are included in income (loss) from operations on the consolidated
statements of operations and changes in net assets, except for grants and contributions provided,
which are included in nonoperating gains (losses).
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4. Revenues

Net Patient Service Revenues

MH provides health care services through inpatient, outpatient, and ambulatory care facilities.
Certain patients receive services that are covered by governmental and third-party payments,
including Medicare and Medicaid (56.6% and 53.4% of net patient service revenues in 2025 and
2024, respectively), at contractual rates generally below MH’s established rates.

The following is the mix of net patient service revenues by major payor source:

Year Ended September 30

2025 2024
Medicare $ 571,949 §$ 516,514
Medicaid 313,240 254,416
Managed care 348,263 320,718
BlueCross BlueShield 258,569 260,150
Other commercial payors 68,858 81,232
Patients 4,130 11,464
Total $ 1,565,009 § 1,444,494

MH is paid for services rendered to Medicare program beneficiaries generally under prospectively
determined rates. Those rates vary according to a patient classification system that is based on
clinical, diagnostic, and other factors. SMH’s and DMH’s patients receive reimbursement under
the prospective payment system. JIMH, TMH, and LMH are designated as critical access hospitals
and receive cost-based reimbursement for the majority of their Medicare services.

Inpatient services rendered to Medicaid program beneficiaries are reimbursed at prospectively
determined rates per discharge. These rates vary according to a patient classification system that
is based on clinical, diagnostic, and other factors. Outpatient and home health services rendered to
Medicaid program beneficiaries are reimbursed upon a per visit, per diem rate or on a fee-for-
service basis. MH recognizes that revenues and receivables from government agencies are
significant to operations, but it does not believe that there are significant credit risks associated
with these government agencies.
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4. Revenues (continued)

The following is the mix of net receivables by major payor source:

September 30

2025 2024
Medicare 31.4% 33.8%
Medicaid 87 7.6
Managed care 276 25.2
BlueCross BlueShield 13.6 14.5
Other commercial payors 14.7 15.0
Patients 4.0 3.9
Total 100.0% 100.0%

Hospital Access Improvement Revenue

On January 1, 2025, the state of Illinois updated the Hospital Assessment Program which
effectively increased the amount of funding eligible to match federal funds and extended the
expiration of the program to December 31, 2028. The Center for Medicaid and Medicaid Services
(CMS) approved the state of Illinois’s plan in September 2025, which led MH to accrue $51,651
in Medicaid assessment revenue in September 2025, which was retroactive to January 1, 2025, and
is reported in receivables from third-party payors on the consolidated balance sheet at September
30, 2025,

The following is a breakdown of the Illinois Hospital Assessment Program:

Year Ended September 30

2025 2024
Hospital access improvement payments included
in net patient service revenue $ 200046 $ 151,505
Hospital provider assessment 80,228 51,968

Net impact of Illinois Hospital Assessment Program $ 119818 § 99,537
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4. Revenues (continued)
Capitation Revenues

Memorial Health Partners (MHP), Memorial Health’s Clinically Integrated Network, had an
agreement with Health Alliance Medical Plans (HAMP). This agreement, executed on July 1,
2022, affords MHP a per member per month global capitation payment for services provided to
members attributed to a Memeorial Health primary care physician.

In February 2025, HAMP notified MHP of its intent to close all commercial lines of business
effective December 31, 2025, including the agreement MHP has with HAMP. MHP and HAMP
executed an amendment in spring 2025 to terminate its global capitation agreement effective June
30, 2025. MHP and HAMP will engage in normal runout per terms of the agreement with an intent
to fully settle outstanding receivables owed to MHP in spring 2026.

5. Investments

MH’s investments are exposed to various kinds and levels of risk. Fixed-income securities expose
MH to interest rate risk, credit risk, and liquidity risk. As interest rates change, the value of many
fixed-income securities is affected. 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 given securities. Equity securities expose MH to market risk, performance risk, and liquidity
risk. Market risk is the risk associated with major movements of the equity markets, both foreign
and domestic. Performance risk is the risk associated with a company’s operating performance.
Liquidity risk, as previously defined, tends to be higher for foreign equities, equities related to
small capitalization companies, and investments in farmland.

Alternative investments, which consist of private equity and private credit funds, have similar risks
as income and equity securities, although there may be additional risks. These investments consist
principally of noncontrolling interests in limited partnerships. Because these funds are invested
through limited partnerships, the underlying net asset value of the investments is based on
valuations provided by the managers. All of the fund manager valuations are independently priced
or verified by qualified third parties.
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S. Investments (continued)

The limited partnership fund investments also have restrictions on the timing of withdrawals,
which may reduce liquidity. Due to restrictions on the limited partnership fund investments, these
funds are not considered redeemable.

However, the potential to sell interests in these limited partnership fund investments in the
secondary market prior the end of the fund term does exist. While uncertainty exists regarding
whether the contractual commitment will require funding during the contractual period, MH
forecasts funding unfunded commitments of $35,680 to private equity and private credit funds as
of September 30, 2025. These committed amounts are expected to be primarily satisfied by
distributions from existing investments,

The composition of short-term and long-term investments, all at fair market value, is set forth in

the following table:
September 30
2025 2024

Cash, cash equivalents, and restricted cash $ 1,888 % 2,096
Money market mutual funds 51,892 87,655
U.S. Treasury obligations 42,379 39,641
Government obligations 14,403 14,889
Corporate obligations 70,530 65,527
Foreign obligations 9,510 14,875
Domestic equities 70,781 74,271
International equities 6,528 5,325
Investment in farmland 100,608 105,356
Private equity and credit funds 137,137 117,796
Private equity perpetual fund 95,238 116,527
Mutual funds 29,538 26,273
Equity and fixed income — commingled funds 249,437 234,191
Accrued interest receivable and other 1,311 1,366
Assets whose use is limited, short-term and

long-term investments $ 881,180 $ 905,788
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6. Fair Value Measurements

Fair value is the price that would be received 1o sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. ASC 820, Fair Value
Measurement, establishes a fair value hierarchy that prioritizes the inputs used to measure fair
value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable inputs
(Level 3 measurement).

Certain of MH’s financial assets and financial liabilities are measured at fair value on a recurring
basis, including investments and beneficial interest in trusts and retained life estates. The three
levels of the fair value hierarchy and a description of the valuation methodologies used for
instruments measured at fair value are as follows:

+ Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities as
of the reporting date. Level 1 primarily consists of financial instruments such as money
market securities and listed equities.

+ Level 2 - Pricing inputs other than quoted prices included in Level 1, which are either
directly observable or can be derived or supported from observable data as of the reporting
date. Level 2 inputs may include quoted prices for similar assets and liabilities in non-
active markets or pricing models whose inputs are observable for substantially the full term
of the asset or liability.

+ Level 3 — Pricing inputs include those that are significant to the fair value of the financial
asset or financial liability and are not observable from objective sources. These inputs may
be used with internally developed methodologies that result in management’s best estimate
of fair value.

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest
level of input that is significant to the fair value measurement.

Financial instruments categorized as Level 3 consist of investments in farmland and beneficial
interest in trusts. Investments in farmland have been valued based on market value appraisals of
the corresponding real estate. Beneficial interest in trusts and retained life estates are recorded at
fair value based on MH’s interest in the value of the underlying trust assets. Real estate appraisals
on land held within the trust are used as unobservable inputs to estimate MH’s allocable portion
of trust assets.
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6. Fair Value Measurements (continued)

The fair value of financial assets and financial liabilities measured at fair value on a recurring basis
was determined using the following inputs at September 30, 2025:

Level 1 Level 2 Level 3 Total
Assets
Cash, cash equivalents, and restricted
cash $ 1,888 % - 8 s 1,888
Money market mutual funds 46,606 5,286 51,892
U.S. Treasury obligations 42,379 - - 42,379
Government obligations - 14,403 ~ 14,403
Corporate obligations - 70,530 - 70,530
Foreign obligations 9,510 9,510
Domestic equities 70,781 - - 70,781
International equities 6,528 - - 6,528
Investments in farmland 100,608 100,608
Mutual funds equities 29,538 - 29,538
Subtotal 197,720 99,729 100,608 398,057
Assets not at fair value:
Assets measured at net asset value:®
Equity and fixed income
commingled funds - 249,437
Private equity and credit funds - 137,137
Private equity perpetual fund - - 95,238
Accrued interest and dividends
receivable - - 1,311
Short-term and long-term investments 197,720 99,729 100,608 881,180

Beneficial interest in trusts and
retained life estates - 108,638 108,638
Total assets $ 197720 § 99729 § 209,246 § 989,818

% In accordance with ASC 820, certain investments that are measured at the fair value per share
(or its equivalent) practical expedient have not been classified in the fair value hierarchy. The
fair value amounts presented in this table are intended to permit reconciliation of the fair value
hierarchy to amounts presented on the consolidated balance sheet.
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6. Falr Value Measurements (continued)

The following table presents the category, fair value, redemption frequency, and redemption notice
period for assets, the fair values of which are estimated using net asset value per share as of
September 30, 2025:

Fair Unfunded Redemption Redemption
Assets Value Commitment Frequency Notice Period
Equity and fixed income —
commingled funds® $§ 160,770 $ - Monthly 7-10 days
Equity and fixed income -
commingled funds® $ 88667 S - Daily 2-5 days
Private equity and credit
funds® $ 137,137 § 35,680 N/A N/A
Private equity perpetual fund® § 95,238 § - Quarterly 12 months

® Includes investments in international and emerging market equity securities and bank loan fixed-

income investments. The fair values of the investments in this class have been estimated using
the net asset value per share of the investments.

Includes investments in domestic large cap equity securities and high-yield fixed-income
investments. The fair values of the investments in this class have been estimated using the net
asset value per share of the investments.

Includes investments in seven separate partnerships as a limited partner. The fair value of the
investment in this class has been estimated using the net asset value per share of the investments.

Includes an investment in a perpetual LLC as an investor. The fair value of the investment in
this fund has been estimated using the net asset value per share of the investments.
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6. Fair Value Measurements (continued)

The fair value of financial assets and financial liabilities measured at fair value on a recurring basis
was determined using the following inputs at September 30, 2024:

Level 1 Level 2 Level 3 Total
Assets
Cash, cash equivalents, and restricted
cash $ 2,096 § $ - § 2,096
Money market mutual funds 61,328 26,327 87,655
U.S. Treasury obligations 39,641 39,641
Government obligations - 14,889 14,889
Corporate obligations - 65,527 - 65,527
Foreign obligations - 14,875 14,875
Domestic equities 74,271 : - 74,271
International equities 5,325 - 5,325
Investments in farmland ~ 105,356 105,356
Mutual funds equities 26,273 - 26,273
Subtotal 208,934 121,618 105,356 435,908
Assets not at fair value:
Assets measured at net asset value:®
Equity and fixed income
commingled funds - - 234,191
Private equity and credit funds - - 117,796
Private equity perpetual fund - - : 116,527
Accrued interest and dividends
receivable - 1,366
Short-term and long-term investments 208,934 121,618 105,356 905,788
Beneficial interest in trusts and
retained life estates —~ 110,509 110,509
Total assets $ 208934 § 121,618 § 215865 31,016,297

2 In accordance with ASC 820, certain investments that are measured at the fair value per share (or its
equivalent) practical expedient have not been classified in the fair value hierarchy. The fair value amounts
presented in this table are intended to permit reconciliation of the fair value hierarchy to amounts
presented on the consolidated balance sheet.
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6. Fair Value Measurements (continued)

The following table presents the category, fair value, redemption frequency, and redemption notice
period for assets, the fair values of which are estimated using net asset value per share as of
September 30, 2024:

Fair Unfunded Redemption Redemption
Assets Value Commitment Frequency  Notice Period
Equity and fixed income -
commingled funds® $ 141,880 §$ - Monthly 7-10 days
Equity and fixed income —
commingled funds® $ 92311 § : Daily 2-5 days
Private equity and credit
funds® $ 117,796 § 55,024 N/A N/A
Private equity perpetual fund® § 116,527 § - Quarterly 12 months

* Includes investments in international and emerging market equity securities and bank loan fixed-

income investments. The fair values of the investments in this class have been estimated using
the net asset value per share of the investments.

Includes investments in domestic large cap equity securities and high-yield fixed-income
investments. The fair values of the investments in this class have been estimated using the net
asset value per share of the investments.

Includes investments in seven separate partnerships as a limited partner. The fair value of the
investment in this class has been estimated using the net asset value per share of the investments.

Includes an investment in a perpetual LLC as an investor. The fair value of the investment in
this fund has been estimated using the net asset value per share of the investments.
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6. Fair Value Measurements (continued)

‘The table below sets forth a summary of changes in the fair value of MH’s Level 3 assets for the

period from October 1, 2023 to September 30, 2025.

Beneficial
Interest in Investments
Trusts in Farmland Total
Total as of October 1, 2023 $ 112398 3% 109209 $ 221,607
Trust distribution (1,615) - (1,615)
Contributions - 29 29
Realized and unrealized gains (losses) (274) (3,882) (4,156)
Total as of September 30, 2024 110,509 105,356 215,865
Trust distribution (1,622) - (1,622)
Contributions - =
Realized and unrealized gains (losses) (249) (4,748) (4,997)
Total as of September 30, 2025 $ 108638 & 100608 § 209,246
Year Ended September 30
2025 2024
Unrealized gains (losses) related to Level 3 financial
instruments held $ 4997 §$ (4,155)
33
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7. Property, Plant, and Equipment

The following is a summary of property, plant, and equipment:

September 30
2025 2024
Land $ 45209 3 438,631
Land improvements 59,494 59,561
Buildings 970,219 976,262
Equipment 513,819 474,032
Construction-in-progress 66,274 95,234
Subtotal 1,655,015 1,653,740
Less accumulated depreciation 945,178 917,257
Property, plant, and equipment, net $ 709,837 $ 736,483

Capitalized interest was $414 and $81 for the fiscal years ended September 30, 2025 and 2024,
respectively. Cost and the related accumulated depreciation for buildings and equipment under
finance lease obligations were $70,744 and $8,874, respectively, at September 30, 2025, and
$70,633 and 56,791, respectively, at September 30, 2024. Cost and the related accumulated
depreciation for land, land improvements, buildings, and equipment leased to unrelated entities
under operating lease agreements were $196,018 and $105,043, respectively, at September 30,

2025, and $236,668 and $124,831, respectively, at September 30, 2024.
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8. Long-Term Debt Obligations

Long-term debt obligations are as follows:

September 30
2025 2024
Obligated Group:
Taxable Direct Note Obligation 2012C at a stated annual fixed
interest rate of 4.32% as of September 30, 2025 and 2024 £ 30413 § 33,504

Tax-Exempt Revenue Refunding Bonds (Series 2015), privately

placed, issued by JMH and guaranteed by the Obligated Group,

puttable starting in 2024, at an annual fixed rate of 1.79% as of

September 30, 2024 = 12,075
Tax-Exempt Revenue Refunding Bonds (Series 2024), secured by

pledged revenues of the MH Obligated Group at a variable interest

rate of 3.25% as of September 30, 2025 10,645 -
Tax-exempt Revenue Bonds (Series 2019) secured by pledged

revenues of the MH Obligated Group at an annual fixed interest

rate of 5.00% as of September 30, 2025 and 2024 103,980 105,030
Taxable Direct Note Obligation 2020 secured by pledged revenues

of the MH Obligated Group at an annual fixed rate of 1.73% as of

September 30, 2025 and 2024 52,210 54,500
Tax-exempt Revenue Bonds (Series 2020) secured by pledged

revenues of the MH Obligated Group at an annual fixed interest

rate of 1.41% as of September 30, 2025 and 2024 47,350 49,100
Taxabls commercial paper secured by self-liquidity, at interest rates
ranging from 4.30% to 4.44% as of September 30, 2025 49,493 49,666
Finance lease obligations, at imputed interest rates
between 1.23% and 4.57% 6,604 7.043
Obligated Group debt subtotal 300,695 314,918
Other entities:
Finance lease obligations, at imputed interest rates
between 2.11% and 4.50% 47,708 53,807
Total long-term obligations 348,403 368,725
Less current installments of long-term obligations 54,647 18,230
Less shori-term borrowings 49,493 49,666
Less unamortized debt issuance costs, discounts,
and (premiums) (8,152) (9,349)
Long-term debt obligations, net $ 252415 § 310,178
35
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8. Long-Term Debt Obligations (continued)

All of MH’s debt is under an amended and restated Master Trust Indenture (

MTI), dated

December 1, 2009. The membership of the Obligated Group under the MTI consists of Corporate,
SMH, JMH, LMH, and TMH. The MTI requires the Obligated Group to maintain debt covenants,

including meeting a minimum debt service coverage ratio, minimum days cash on

hand, and a

minimum rating requirement, all as defined in the MTI. Management believes the Obligated Group

is in compliance with these covenants and conditions as of September 30, 2025.

MH holds a one-year $50,000 revolving line of credit agreement and had no amounts outstanding
under the facility as of September 30, 2025. In October 2025, MH renewed the facility for another

one-year term.

In December 2025, MH entered into a $50,000 Direct Note Obligation (Series 2025). The loan

carries a fixed rate of interest of 4.50% through a mandatory put date in December

2032, with a

maturity date in December 2050. The proceeds from the Series 2025 loan will be used to reduce

borrowings on MH's taxable commercial paper program.

In December 2024, MH refinanced the Series 2015 bonds with proceeds from

Tax-Exempt

Revenue Refunding Bonds, Series 2024 (Series 2024). The Series 2024 bonds were privately
placed at a variable rate of interest indexed to the federal funds rate, as adjusted by an applicable
credit spread and the commitment runs through final maturity of the bonds in December 2031.

Aggregate maturities of long-term obligations at September 30, 2023, are as follows:

Fiscal year ending September 30:

2026 $ 104,140
2027 15,371
2028 15,878
2029 16,449
2030 17,079
Thereafter 179,486
Long-term debt obligations $ 348,403

Interest expense is $10,725 and $11,749 for the fiscal years ended September 30, 2025 and 2024,

respectively.
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9. Liability Programs

MH is involved in litigation arising in the ordinary course of business. Claims alleging professional
or general liability have been asserted against MH and are currently in various stages of litigation.
MH has a self-insured retention for SMH, DMH, IMH, LMH, and TMH, with $10,000 aggregate
and commercial excess claims-made coverage of $5,000, $5,000 second excess layer coverage,
$5,000 third excess layer coverage, $10,000 fourth excess layer coverage, and $5,000 fifth excess
layer coverage all with external insurance carriers.

The self-insured retention for SMH, DMH, JMH, LMH, and TMH is $2,000 per claim/$2,000
aggregate excess of $3,000 per claim/$15,000 aggregate self-insured retention.

Accruals related to the estimated self-insurance liability and the corresponding charge to expense
are actuarially determined for asserted and unasserted claims using historical claims experience
and other relevant industry and hospital-specific factors and trends, discounted at an annual interest
rate of 2.95% and 2.29% as of September 30, 2025 and 2024.

The general and professional liability was $44,997 and $50,046 at September 30, 2025 and 2024,
respectively, including tail coverage on the claims-made policy. Of the total liability, $5,095 and
$5,453 is recorded in other current liabilities at September 30, 2025 and 2024, respectively.
Insurance receivables related to excess coverage are $12,421 and $18,600 at September 30, 2025
and 2024, respectively. Amounts charged to purchased services and other expense on the
consolidated statements of operations and changes in net assets are as follows:

Year Ended September 30

2028 2024
Self-insurance 3 7233 § 5,442
Insured 2,564 7,099
Total $ 9,797 § 12,541

MH maintains a revocable general and professional liability trust fund containing investments of
$31,669 and $29,747 at September 30, 2025 and 2024, respectively.
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9, Liability Programs (continued)

MH also provides for workers’ compensation through a self-insurance trust or through insured
programs. The funding level for this trust and estimation of the related liability are actuarially
determined. Amounts charged to expense for this coverage for the fiscal years ended
September 30, 2025 and 2024, were $2,548 and $3,659, respectively, and are included in employee
benefits on the consolidated statements of operations and changes in net assets. The workers’
compensation liability was $7,433 and $7,581 at September 30, 2025 and 2024, respectively,
discounted at 3.89% and 3.40% as of September 30, 2025 and 2024, respectively. Of the total
liability, $3,306 and $3,087 is recorded in other current liabilities at September 30, 2025 and 2024,
respectively. The insurance receivable related to excess coverage is $770 and $1,066 at
September 30, 2025 and 2024, respectively. MH maintains a revocable workers’ compensation
liability trust fund containing investments of $6,795 and $6,257 at September 30, 2025 and 2024,
respectively.

10. Retirement Plans
Defined Contribution Plans

The MH DC Plan is intended to qualify as a profit-sharing plan under Code Section 401(a) and
includes a cash or deferred arrangement that is approved to qualify under Code Section 401(k).
The plan allows employee contributions and an employer matching contribution of up to 3% of
eligible pay and provides a discretionary service-based employer contribution of between 3% and
7%. Al eligible employees of Corporate, SMH, DMH, JMH, LMH, TMH, MMG, MHC, and
MBH are included in the MH DC Plan.

MH contributes the employer match throughout the year as the employee contributes to the plan
through payroll deduction. The service-based contributions for the MH DC Plan calendar plan year
are discretionary and subject to approval by the MH Board of Directors.

Effective January 1, 2026, MH has amended its MH DC Plan to eliminate service-based employer
contributions and has increased its employer matching contributions of up to 6% of eligible pay.

Defined contribution retirement expense for the MH DC Plan totaled $39,319 and $38,713 for the
years ended September 30, 2025 and 2024, respectively.
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11. Post-Employment and Other Benefits

MH provides unfunded post-employment benefit plans to certain employees. The costs for these
plans were $297 and $213 for the fiscal years ended September 30, 2025 and 2024, respectively.
As of September 30, 2025 and 2024, the accumulated post-employment benefit obligation was
$7,692 and $7,678, respectively. Annual discount rates ranged from 5.00% to 5.40%. The plans
assume a medical plan trend rate of 7.00% in 2025, grading down to the ultimate rate of 4.50% in
2043,

A one-percentage-point increase in the assumed medical plan trend rates would have increased the
accumulated post-employment benefit obligation by $972 and $1,047 at September 30, 2025 and
2024, respectively. A one-percentage-point decrease in the assumed medical plan trend rates
would have decreased the accumulated post-employment benefit obligation by $812 and $867 at
September 30, 2025 and 2024, respectively.

Included in net assets without donor restrictions are the following amounts that have not yet been
recognized in net periodic post-employment benefit cost:

September 30
2025 2024
Unrecognized actuarial (gains) losses 3 (1,545) 8 (1,654)

Other post-employment and other benefit plans liabilities include continuation of medical benefits
to employees on long-term disability and the paid sick time program to current active employees,
which were $3,601 and $3,590 at September 30, 2025 and 2024, respectively.

12. Leases
Lessee

MH leases certain health care equipment, vehicles, and real property. Most leases include options
to renew, and index and non-index escalation clauses, and very few have options to purchase the
leased property, all of which are factored into the determination of lease payments when
appropriate.
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12. Leases (continued)

For leases with a term greater than 12 months, MH records the related right-of-use assets and
liabilities at the present value of lease payments over the term of the lease. MH includes lease
liabilities classified as finance leases within the long-term debt obligations line on the consolidated
balance sheets. Lease payments are discounted using either the rate implicit in the lease (if readily
determinable) or the risk-free rate. MH has elected not to separate lease and non-lease components
for all classes of assets under the applicable practical expedient. MH elected not to apply the
recognition requirements of ASC 842, Leases, to short-term leases. MH recognizes short-term
lease payments as an operating expense reported in purchased services and other on a straight-line
basis over the lease term and variable lease payments in the period in which the obligation for
those payments is incurred. MH also elected the package of transition provisions available that
allowed a carryforward of the historical assessment of (1) whether contracts are or contain leases,
(2) lease classification, and (3) initial direct costs.

The amounts relating to MH’s lease expense are as follows:

September 30
2025 2024
Lease cost:
Finance lease cost:
Amortization of right-of-use assets b 2,161 $ 2,389
Interest on lease liabilities 1,943 2,164
Operating lease cost 4322 3,667
Short-term lease expense 13 1,018
Variable lease expense 184 52
Total lease cost 3 8623 § 9,290
40
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12. Leases (continued)

September 30
2025 2024
Other lease information:
Cash paid for amounts included in the measurement
of lease liabilities:
Operating cash flows from leases $ 2,528 % 5,165
Financing cash flows from leases 8,306 7,482
Right-of-use assets obtained in exchange for new
lease liabilities 5,486 66
Weighted average remaining lease term —finance
leases (in years) 5 6
Weighted average remaining lease term — operating
leases (in years) 7 9
Weighted average discount rate — finance leases 3.34% 3.35%
Weighted average discount rate — operating leases 2.77 2.42
Sublease income 2,890 2,334

Future annual undiscounted cash flows for operating lease liabilities are as follows:

Fiscat year ending September 30:

2026 3 5,067
2027 4,756
2028 4,480
2029 3,209
2030 2,839
Thereafter 7,693
Total 28,044
Less interest (3.694)
Operating lease liability (current and noncurrent portion) $ 24,350

Future annual undiscounted cash flows for finance lease liabilities are included in Note 8.
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12. Leases (continued)
Lessor

MH lcases certain land, building, and equipment to non-MH organizations also providing health
care services within MH’s service area. Most leases include options to renew, and index and non-
index escalation clauses, but do not include options to purchase the leased property, all of which
are factored into the determination of lease payments when appropriate. MH has elected not to
separate lease and non-lease components for all classes of assets under the applicable practical
expedient. MH has determined its leases are properly classified as operating leases.

The amounts relating to MH’s lease income are as follows:

2025 2024

Lease income:
Operating lease and sublease income $ 17,261 § 17,685

Future annual undiscounted cash flows from operating lease income payments are as follows:

Fiscal year ending September 30:

2026 $ 14,346
2027 12,387
2028 11,964
2029 11,640
2030 10,902
Thereafter 70,596
Total future operating lease income payments $ 131,835
42
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13. Commitments and Contingencies
Firm commitments for construction-in-progress totaled $18,081 as of September 30, 2025.
Regulatory Compliance

The U.S. Department of Justice and other federal and state agencies are increasing resources
dedicated to regulatory investigations and compliance audits of health care providers. MH is not
exempt from these regulatory efforts and has received inquiries from federal and state agencies
with regard to such initiatives. In consultation with legal counsel, management estimates these
matters will be resolved without material adverse effect on MH’s consolidated balance sheets or
consolidated statements of operations and changes in net assets. MH has a formal corporate
compliance function, which management believes will help monitor MH’s compliance with
applicable laws and regulations.

Litigation

MH is involved in litigation arising in the normal course of business. After consultation with legal
counsel, it is management’s opinion that these matters will be resolved without a material adverse
effect on MH’s consolidated balance sheets or consolidated statements of operations or changes in
net assets.

14. Subsequent Events
MH evaluated events and transactions occurring subsequent to September 30, 2025 through

December 17, 2025, the date the accompanying consolidated financial statements were available
to be issued.
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ATTACHMENT 36
Financial Viability

EY | Building a better working world

EY is building a better working world by creating new value for
clients, people, society and the planet, while building trust in
capital markets.

Enabled by data, Al and advanced technology, EY teams help
clients shape the future with confidence and develop answers for
the most pressing issues of today and tomorrow.

EY teams work across a full spectrum of services in assurance,
consulting, tax, strategy and transactions. Fueled by sector
insights, a globally connected, multidisciplinary network and
diverse ecosystem partners, EY teams can provide services in
more than 150 countries and territories.

All in to shape the future with confidence.

EY refers to the global organization, and may refer ta one or more, of
the member firms of Ernst & Young Global Limited, each of which is

a separate legal entity. Ernst & Young Glabal Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data anc a description of the
rights individuals have uncer data protection legislation are avalladle
via ey.com/privacy. EY member firms do not practice law where
prohibited by local laws. Far more information about our organization,
please visit ey.com.

Ernst & Young LLP is a client-serving member firen of Ernst & Young
Giobal Limited operating in the US.

© 2025 Ernst & Young LLP.
All Rights Reserved.

ey.com
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ATTACHMENT 37
Economic Feasibility

Edmund M. Fay

Senior Vice President & Treasurer
Encompa SS S00¥ Liberty Parkway

Birmingham, AL 35242
Health

205 970.7875

epcompaishealth.com

August 20, 2026

John P, Knicry

Board Administrator

1ealth Pacilitics and Services Review Board
Ilinois Department of Public Health

525 West Jefferson Street, Second Floor
Springfield, lllinois 62761

Re:  Rehabilitation Institute of Springficld, LLC
Application for Permit to Establish n New Rehabilltation Hospltal
Criterion 1120.120(a) Available Funds Certification
Criterion 1120.140A. Reasonableness of Financing Avrangements

Dear Mr. Kniery,

In accordance wilh the verification requirements of 735 ILCS 5/1-109 of the IHinois Code of
Civil Procedure, [ hereby certily under the penalty of perjury the {ollowing:

1. Rchabilitation Institute of Springfield, 1.1.C Project costs will be entirely funded by
Encompass Health Corporation, an Applicant, from internal cash resources including
cash and equivalents.

2. Encompass Health Corporation, an Applicant, will fund a portion of the 1ecessary
working capilal and operating deficits through the first full fiscal year at which lime the
Project is expected to achieve the larget ulilization of 85% occupancy (i e., Project Year
2).

3. Encompass Health Corporation, an Applicant, has sufficient and readily accessible
internal resources to fund the obligations required by the Project. In 2025, Encompass
Hecalth Corporation's operating activities generaled $1,175.6 Million and as of the end of
2025, the company had $72.2 Million of unrestricted cash on its balance sheet. In
addition, Encompass Health Corporation has at its discretion a $1,000 Million Revolving
Credit Facility, of which approximately $746 Million was available as of June 30, 2026
Existing cash, cash flow from operations, and funds available under the credit facility
offer more than adequate funds for the proposed Project. We have sufficient resources to
fully fund these expenditures in addition to our other ongoing obligations.
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ATTACHMENT 37
Economic Feasibility

Edmund M. Fay

Senlor Vice President & Treasurer
EncompCISS 9001 Liberty Parkway

Birmingham, AL 35242
Health

205.970.7875
encampasshealth.com

This letter shall also serve as a confirmation of our analysis of the funding options for this
Project. Funding the Project through cash and securitics is the lowest cost option.

I hereby certily thig is true and based upon my personal knowledge and under the penalty of
perjury and in accordance with 735 1LCS 5/1-109,

Sincerely yours,

F.FZ £ o F

[ J L

= A 4 —
- vf '“'T;'/"'" }

Edmund Fay
Senior Vice President and Treasurer
Fncompass |lealth Corporation
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ATTACHMENT 37
Economic Feasibility

Memorial
Health

August 31, 2026

John Kniery

Administrator

linois Health Facllities and Services Review Board
§25 W. Jefferson Street - Second Floor

Springfield, it. 62761-0001

Re: Rehabilitation Institute of Springfield, LLC
Application for Permit to Establish a New Rehabilitation Hospital
Critarion 1120.120{a} Available Funds Certification
Criterlon 1120.140A. Reasonableness of Financing Arrangements

Dear Mr. Kniery,

in accordance with the verification requirements of 735 ILCS 5/1-109 of the lllinois Code of Civil
Procedure, | hereby certify under the penalty of perjury the following:

1. Rehabilitation Institute of Springfield, LLC Profect costs will be entirely funded by
Encompass Health Corporation, an Applicant, from internal cash resources including
cash and equivalents.

2. Memorial Health System, an Applicant, will fund a portion of the necessary working
capital and operating deficits through the first full fiscal year at which time the Project is
expected to achieve the target utilization of 85% occupancy (i.e.. Project Year 2).

3. Memorial Health System, an Applicant, has sufficient and readily accessible internal
resources o fund the obligations required by the Project. Existing cash, cash flow from
operations, and funds available under the credit facility offer more than adequate funds
for the proposed Project. We have sulfficient resources to fully fund these expenditures in
addition to our other ongoing obligations.

This letter shall also serve as a confirmation of our analysis of the funding oplions for this
Project. Funding the Project through cash and securities is the lowest cost option.

| hereby certify this is true and based upon my personal knowledge and under the penalty of
petjury and in accordance with 735 ILCS 5/1-109.

'Sincerely,

President and Chief Executive Officer
Memorial Health

SUBSCRIBED AND SWORN 340 W, Miller S
To before me this &} day of August 2026 springfield, IL 62702

217 788 3000 (M

Metary Publke, State of Rinois memorial.heatth &)
miﬂ; ng, 1008215
ey Commintion Tapiret Apa 19, 1029
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ATTACHMENT 37
Economic Feasibility

COST AND GROSS SQUARE FEET BY DEPARTMENT OR SERVICE
A B C D E F G H
Department Total Cost
(list below) Cost/Sq. Ft. Gross Sq. Ft. | Gross Sq. Const. $ Mod. $ (G+H)
New Mod. New Ft. {AxC) (B xE)
Circ.* Mod.
Circ.”
New
Construction | $673.37 - 63,250 | - - - $ 42,590,316 - $42,590,316
Contingency | $ 55.34 - 63,250 | - - - $ 3,500,000 - $3,500,000
TOTALS $728.71 - | 63250 - - - $ 46,090,316 - $46,090,316
* Include the percentage (%) of space for circulation

Projected Operating Costs

The projected operating costs for Rehabilitation Institute of Springfield in the first full fiscal year when the

Project achieves target utilization are as follows:

Factor CON Year 2
Salaries and Wages $ 15,548,400
Benefits 3,700,600
Supplies 1,398,300
Total Operating Costs $ 20,647,300
Patient Days 16,718
Cost per Day 3 1,235.03

Total Effect of the Project on Capital Costs

The projected capital costs for Rehabilitation Institute of Springfield in the first full fiscal year when the

Project achieves target utilization are as follows:

Factor CON Year 2
Depreciation $ 2,897,400
Total Capital Costs $ 2,897,400
Patient Days 16,718
Cost per Day $ 173.31
Page 336
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ATTACHMENT 38
Safety Net Impact Statement
Rehabilitation Institute of Springfield Safety Net Table
| CONYear1i |  CONYear2
Charity Care
# of Patients
inpatient 3 4
Outpatient - o
Total 3 4
Cost
Inpatient $62,533 $78,988
Qutpatient - -
Total $62,533 $78,988
Medicaid
# of Patients
Inpatient 94 135
Outpatient - -
Total 94 135
Net Revenue
Inpatient $1,441,687 $2,127,879
Outpatient - -
Total $1,441,687 $2,127,879
Page 337
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ATTACHMENT 38
Safety Net Impact Statement

The Rehabilitation Institute of Southern lllinois (Shiloh)
Indicator | 2023 | 2024 | 2025
Charity Care
# of Patients
Inpatients 2 1 2
Outpatients - - -
Total 2 1 2
Cost
Inpatient $- $42,312 $33,390
Outpatient $- $- $-
Total - $42,312 $33,390
Medicaid
# of Patients
Inpatient 109 95 127
Outpatient - - -
Total 109 95 127
Net Revenue
Inpatient $2,675,718 $1,335,413 $1,649,690
Outpatient $- $- $-
Total $2,675718 $1,335,413 $1,649,690
Source: IL Annual Hospital Questionnaire.
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ATTACHMENT 38
Safety Net Impact Statement

Encompass Rehabilitation Institute of Libertyville
Indicator | 2023 | 2024 | 2025
Charity Care
# of Patients
Inpatients 3 2 1
Qutpatients - - -
Total 3 2 1
Cost
Inpatient $68,470 $41,451 $17,057
QOutpatient $- $- $-
Total $68,470 $41,451 $17,057
Medicaid
# of Patients 2023 2024 2025
Inpatient 80 77 81
Qutpatient - - -
Total 80 77 81
Net
Revenue
Inpatient $741,584 $1,002,291 $1,151,510
Qutpatient B- $- 3-
Total $741,584 $1,092,291 $1,151,510
Source: IL Annual Hospital Questionnaire; Internal Records.
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ATTACHMENT 38
Safety Net Impact Statement

Van Matre Encompass Rehabilitation Hospital

Indicator | 2023 | 2024 | 2025
Medicaid

# of Patients

Inpatient 226 222 206

Outpatient - - -

Total 226 222 206

Net

Revenue

Inpatient $3,665,039 $3,444 891 $2,863,145

OQutpatient

Total $3,665,039 $3,444 891 $2,863,145

Source: IL Annual Hospital Questionnaire.
Note: no charity care was provided 2023 — 2025.

The Quad Cities Rehabilitation Institute

Indicator | 2023 | 2024 2025
Charity Care

# of Patients

Inpatients S - 1

Outpatients - - -

Total - - 1

Cost

Inpatient $- 3- $52,086

Outpatient - $- $-

Total $- $- $52,086

Medicaid

# of Patients

Inpatient 43 69 69

Outpatient -

Total 43 69 69

Net

Revenue

Inpatient $175,655 $825,237 $852,749

Outpatient $- $- $-

Total $175,555 $825,237 $852 749

Source: IL Annual Hospital Questionnaire.
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ATTACHMENT 38
Safety Net Impact Statement

Memorial Medical Center DBA Springfield Memorial Hospital

Indicator | 2023 | 2024 | 2025
Charity Care
# of Patients
Inpatients 123 106 131
Outpatients 1,116 1,202 894
Total 1,308 1,308 1,025
Cost
Inpatient $1,495,880 $2,537 215 $4,345,877
Outpatient $1,043,733 $1,929,394 $2,265,169
Total $2,539,613 $4,466,609 $6,611,046
Medicaid

# of Patients
Inpatient 3,860 3,609 3,675
QOutpatient 106,000 92,349 85,243
Total 109,860 95,958 88,918
Net Revenue
Inpatient $58,497,024 $58,422,866 $71,871,283
Outpatient $77,304,360 $63,259,344 $99,333,563
Total $135,801,384 $121,682,210 $171,204,846
Source: |L Annual Hospital Questionnaire.
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ATTACHMENT 38
Safety Net Impact Statement
Jacksonville Memorial Hospital
Indicator 2023 | 2024 | 2025
Charity Care
# of Patients
Inpatients 15 14 10
Outpatients 421 327 401
Total 436 341 411
Cost
Inpatient $123,322 $79,204 $230,868
Outpatient $358,281 $187,427 $696,399
Total $481,603 $266,631 $927,267
Medicaid
# of Patients
Inpatient 465 513 378
Outpatient 21,973 20,296 19,636
Total 22,438 20,809 20,014
Net Revenue
Inpatient $5,075,520 $4,309,981 $6,766,462
Outpatient $23,538,452 $22,897,028 $23,967,848
Total $28,613,972 $27,207,009 $30,734,310
Source: IL Annual Hospital Questionnaire.
ATTACHMENT 38
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ATTACHMENT 38
Safety Net Impact Statement

Lincoln Memorial Hospital
Indicator | 2023 | 2024 | 2025
Charity Care
# of Patients
Inpatients 38 8 1
Outpatients 1,338 139 128
Total 1,376 147 129
Cost
Inpatient $13,142 $13.836 $16,640
Qutpatient $815,601 $229,008 $216,689
Total $828,743 $242 844 $233,329
Medicaid

# of Patients
Inpatient 47 37 29
Qutpatient 11,540 9,893 8,960
Total 11,587 9,930 8,989
Net Revenue
Inpatient $792,571 $680,494 $405,176
Qutpatient $10,271,547 $7.712,289 $8,712,843
Total $11,064,118 $8,392,793 $9,118,019
Source: IL Annual Hospital Questionnaire.
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ATTACHMENT 38
Safety Net Impact Statement
Taylorville Memorial Hospital
Indicator | 2023 | 2024 | 2025
Charity Care
# of Patients
Inpatients 38 0 1
Qutpatients 1,338 77 49
Total 1,376 77 50
Cost
Inpatient $11,256 $8,836 $6,579
Qutpatient $580,002 $197,467 $93,943
Total $591,258 $206,303 $100,522
Medicaid

# of Patients
Inpatient 20 24 27
OQutpatient 8,771 8,151 7,786
Total 8,791 8,175 7,813
Net Revenue
Inpatient $204,148 $54,872 $211,127
Qutpatient $8,987,194 $7,903,946 $8,801,017
Total $9,191,342 $7,958,818 $9,012,144
Source: IL Annual Hospital Questionnaire.
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ATTACHMENT 38

Safety Net Impact Statement

Decatur Memorial Hospital
Indicator 2023 ] 2024 2025
Charity Care
# of Patients
Inpatients 12 65 64
Outpatients 126 767 732
Total 138 832 796
Cost
Inpatient $59,852 $250,978 $1,306,723
Qutpatient $139,656 $239,029 $1,385,124
Total $199,508 $490,007 $2,691,847
Medicaid
# of Patients
Inpatient 1,391 1,414 1,620
Qutpatient 51,366 50,860 52,618
Total 52,757 52,274 54,238
Net Revenue
Inpatient $19,849,525 $18,844 698 $19,567,996
Qutpatient $37,153,829 $33,990,004 $55,458,956
Total $57,003,354 $52,834,702 $75,026,952
Source: IL Annual Hospital Questionnaire.
ATTACHMENT 38
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ATTACHMENT 39
Charity Care Information
Rehabilitation Institute of Springfield
CON Year 1 CON Year 2
Net Patient Revenue $20,883,400 $30,823,300
Amount of Charity Care (Charges) $105,793 $156,146
Cost of Charity Care $62,533 $78,988
Charity Care Cost % of Net Pat Rev 0.3% 0.3%
The Rehabilitation Institute of Southern lllinois {Shiloh)
Charity Care Factor 2023 2024 2025
Net Patient Revenue $13,818,701 $22,282,534 $24,061,714
Amount of Charity Care (Charges) - - $65,243
Cost of Charity Care - 42,312 $33,390
Charity Care Cost % of Net Pat Rev 0.0% 0.2% 0.1%
Source: IL Annual Hospital Questionnaire; Internal Records.

Encompass Rehabilitation Institute of Libertyville
Charity Care Factor 2023 2024 2025
Net Patient Revenue 317,119,887 $23,753,965 $30,745174
Amount of Charity Care (Charges) $94,826 $69,074 $28,966
Cost of Charity Care $68,470 $41,451 $17,057
Charity Care Cost % of Net Pat Rev 0.4% 0.2% 0.1%
Source: IL Annual Hospital Questionnaire; Internal Records.

Van Matre Encompass Health Rehabilitation Hospital
Charity Care Factor 2023 2024 2025
Net Patient Revenue $33,102,590 $34,172,285 $35,156,857
Amount of Charity Care {Charges) - - -
Cost of Charity Care - - -
Charity Care Cost % of Net Pat Rev 0.0% 0.0% 0.0%
Source: IL Annual Hospital Questionnaire.
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ATTACHMENT 39

Safety Net Impact Statement

The Quad Cities Rehabilitation Institute
Charity Care Factor 2023 2024 2025
Net Patient Revenue $3,725,086 $15,406,562 $18,098,734
Amount of Charity Care (Charges) - - $56,509
Cost of Charity Care - - $52,086
Charity Care Cost % of Net Pat Rev 0.0% 0.0% 0.3%
Source: IL Annual Hospital Questionnaire; Intermal Records.

Charity Care Springfield Memorial Hospital

The amount of charity care provided by Springfield Memorial Hospital for the last three audited fiscal years,
the cost of charity care and the ratio of charity care cost to net patient revenue are shown below. 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 - Springfield Memorial Hospital

FY 2023 FY 2024 FY 2025
Net Patient Service Revenue $783,972,009 $815,445,499 $889,212,969
Amount of Charity Care {charges) $10,553,179 $20,184,399 $28,836,211
Cost of Charity Care $2,539,613 $4,466,609 $6,611,046
Ratio of Cost of Charity Care to
Net Patient Service Revenue 0.32% 0.55% 0.74%

Charity Care — Memorial Health

The amount of charity care provided by Memorial Health Affiliates - Decatur Memorial Hospital, Springfield
Memorial Hospital, Taylorville Memorial Hospital, Lincoln Memorial Hospital and Jacksonville Memorial
Hospital - for the last three audited fiscal years, the cost of charity care and the ratio of charity care cost to net

patient revenue are shown below,

CHARITY CARE - Memorial Health System

FY 2023 FY 2024 FY 2025
Net Patient Service Revenue $1,239,767.862 $1,402,527,484 $1,513,774,168
Amount of Charity Care (charges) $14,100,043 $26,259,884 $46,446,003
Cost of Charity Care $4,640,725 $5,672,394 $10,564,011
Ratic of Cost of Charity Care to
Net Patient Service Revenue 0.37% 0.40% 0.70%
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