Luminis Health Doctors Community Medical Center
CON Application -- Obstetrics and Facility Modernization (Docket No. 23-16-2466)

Response to MHCC Request for Completeness Information Dated June 2, 2023

Table D MVS
1. Please provide more detail on the impact “extraordinary costs” had on the MVS
calculation.

Applicant Response:

The detail on the Extraordinary Costs was provided in Exhibit 17 in the original
application, pages 145-154. The extraordinary costs were itemized and detailed in
corresponding narratives on pages 149-151. These sections specific to the extraordinary
costs are presented in attached Exhibit 29 with an updated Comparison to Marshall
Valuation Benchmark Table (Table 1), which is also shown, below.

The detail attached as Exhibit 29 outlines the extraordinary cost (exclusion value) of
$57,297,223 and the impact on the overall MVS calculation / benchmark for the new
construction. Overall the extraordinary costs fall into two general categories,
physical/capital variations from typical construction and process related variance.

As detailed in Exhibit 29, there are a number of construction elements that are
specifically excluded from the MVS calculation for Class A Hospital (Signs, Canopy,
Jurisdictional Hook-up Fees, Impact Fees, Paving and Roads, Storm Drains, Rough
Grading, Landscaping, and Sediment Control & Stabilization). Additionally, this project
requires designated sterile processing and distribution (SPD) elevators to support the
surgical platform and a pneumatic tube system which fall outside the MVS calculation.
These costs represent $6,822,813 of the $57M exclusion.

Process related expenses outside the MVS calculation include costs associated with
constrained site, phased construction, LEED Silver Standards, and MBE values. Additional
costs associated with temporary entrances and architectural fees are also included in this
category. These costs represent $50,470,410 of the MVS exclusion.

An itemized list of extraordinary costs and descriptive detail is provided in Exhibit 29.
In summary, the extraordinary costs represent $87.13 cost per square foot or 12.9% above
the MVS cost standard. Please note that this table has been updated from the table in
Exhibit 18, page 154 of the original Application.



Table 1
New Construction Comparison to Marshall Valuation Service Benchmark

Type Hospital Computations
MVS Cost Standard $123,667,458 $675.96
Current Construction Costs $139,623,357 $763.09
Difference $87.13
% Above/(Below) MVS Standard 12.9%

2. Regarding Exhibit 1, Table D, the corrected Table D is the same version of the table
that was submitted with the CON application. Please provide a corrected Table D that
identifies the total site and off-site costs included and excluded from the MVS analysis
for the revised $139,623,357 in new construction costs.

Applicant Response:

The attached updated Table D includes all new construction and other capital costs found
in Table E. The total new construction costs included in the MVS calculation is $139,623,357.
The other capital costs captured on Table E but excluded from MVS are $57,297,223. The
total project cost for new construction is $196,920,580 (included and excluded from MVS).

Table E Budget
3. The average useful life of acquired assets used in this Table is approximately 36
years. Based on other recent CON reviews of large capital projects, the average
useful life used is approximately 25 years. Given that overly optimistic life
expectancy drives down annual depreciation expense, please justify the use of this
assumption by line-item assets.

Applicant Response:

The majority of the capital spend for this project is for Building & Infrastructure Expenses
which we depreciated over 40 years in accordance with American Hospital Association
(AHA) depreciation guide. These 40-year depreciation elements correspond to lines on Table
E that include all of the Building assets, such as all of A.1.a New Construction and most of
A.1.b Renovation (except fixed equipment). In addition, the majority of Other Capital Costs
are associated with building costs, and therefore fall into the 40-year depreciation category.
The exceptions include signage (A.1.c (5b)), lighting (A.1.c (5d)), canopies (A.1.c (7¢)) and
other equipment costs (A.1.c (7i-m)). Because the aggregate useful life is essentially a
weighted average of the capital cost and depreciation schedule of each project element, and
the vast majority of the capital (over 90% of the total cost) is associated with 40-year
deprecation, the resulting project depreciation is approximately 36 years.

4. What is the anticipated date of bond financing?



Applicant Response:
Assuming CON approval in December 2023, the anticipated timeframe of bond financing
would be CY2025.

5. Please identify the obligated group for the bond.

Applicant Response:

The obligated group consists of Luminis Health Inc, Luminis Health Anne Arundel
Medical Center, Luminis Health Doctors Community Medical Center, and Luminis Health
Imaging.

6. What are the expected dates of construction completion for each of the three phases?

Applicant Response:

If the CON is approved in December 2023, the expected dates of construction completion
for each of the three phases are below. If the CON approval date is earlier or later than
December 2023 the dates below may adjust.

Loading Dock: December 2024
Acute Care Pavilion: January 2027
Renovations: April 2029

7. In Uses of Funds, assuming borrowing precedes the construction, please provide
detail related to the provision for capitalized interest.

Applicant Response:

The original submitted CON did not include capitalized interest. Upon further analysis
the borrowing is likely to occur prior to the project in-service date. Table E has been
adjusted for the capitalized interest and Tables G, H, J, and K have been adjusted with an
updated project depreciation.®

8. In Sources of Funds, assuming borrowing precedes the construction, please provide
details related to the provision for interest earnings on bond proceeds.

Applicant Response:
For conservatism we did not assume interest earned on unspent bond proceeds. Recent
market volatility led us to assume neither gain nor loss on the unspent bond proceeds.

9. What is the estimated MVS exclusion value, if any?

Applicant Response:

! The Applicant is including with this filing the complete set of CON Application Tables, but notes that only Tables D, E, G, H, J and
K have been revised.



The estimated MVS exclusion value (extraordinary cost) is $57,297,223 and is outlined
in Exhibit 29.

10. Under “Other Capital Costs” there is now a blank next to “Prevailing Wages”, please
explain this change.

Applicant Response:

The original Table E submitted with the application was incorrect. There are no
expenses for “Prevailing Wages” and it should not have been included on the original
Table E or left blank on the corrected Table E.

11. Regarding the response to Question #7(b), please provide the bond issue costs and the
$628,629 under Table E, Financing Costs and Other Cash Requirements.

Applicant Response:

The bond issue costs are estimated to be $3,060,000 based on the sizing of the bond
offering. The $628,629 was a side calculation used to cross-check the tables and should
have not remained in the deliverable table when the application was provided to the
MHCC. This number has no relevance to the project.

12. Regarding the response to Question #13, as previously requested, please provide details
on how LHDCMC would address if the requested rate relief from the HSCRC is not
granted.

Applicant Response:

As stated in our response to Question #13, we believe this application adheres to the
HSCRC requirements to obtain rates to offset our capital investment per the current
HSCRC Capital Funding Policy. LHDCMC has FY23 permanent revenue of $285M. The
capital needs of this project exceed the 50% minimum threshold stated in the
policy. Additionally, following HSCRC methodologies for funding a new service, we
believe the obstetrics program at LHDCMC will be funded as a new service once it is
operational. If the HSCRC does not agree to prospectively fund the new volume related to
this program, the revenue adjustment will be captured in market shift and added to
LHDCMC’s GBR in subsequent years.

However, if the requested rate relief from the HSCRC is not granted, Luminis Health
would have to reevaluate the project as currently designed depending on what if any rates
were granted. Detail on how the project might be changed would depend on the degree to
which rates are granted. The project design would be reconsidered to ensure financial and
operational feasibility.

Table G Revenues and Expenses Uninflated Entire Facility
13. What is the value of GBR for FY 2023 as per the rate file?



Applicant Response:
The Applicant’s 3/15/23 rate order has a GBR of $309,657,371.

14. It appears that top line revenues grow by 14.3% from 2022 to 2023, what is the basis
for the increase?

Applicant Response:

The major driver is an increase in GBR due to an FY21 and FY 22 reconciliation driven
by the COVID-19 pandemic related to undercharges in alignment with volume loss. Per
the 2/4/22 HSCRC memo, LHDCMC received 45% of its FY21 undercharge through the
HSCRCs agreement to guarantee hospitals’ GBR during the height of the COVID-19
pandemic. 55% of the FY21 undercharge was provided in the January 2022 rate order
(FY22) with the remaining 45% applied in July 2022 (FY23).

15. Excluding incremental revenue for OB service introduction and assumed Incremental
Capital Award, what is the assumed basis for uninflated top line revenue growth?

Applicant Response:

The uninflated top line revenue growth is due to volume growth projections driven by
forecasted demographic adjustments for the LHDCMC service area based on data utilized
from the Advisory Board Demographic Profiler for the LHDCMC Service Area.

16. What is the formula for projecting top line OB service revenue from 2027 through
2033?

Applicant Response:

The Applicant utilized the statewide data to determine average volumes per case for
each DRG anticipated in the program and multiplied projected cases at the DRG level
by the average volumes of nearby hospitals to determine the total projected volume at the
rate center level.  The Applicant then multiplied the volumes by LHDCMC rates (using
the statewide median for OBS, NUR, DEL) to determine revenue. Lastly, the Applicant
applied a 50% variable cost factor.

17. Explain the high-level formula for projecting a $4.2 million annual GBR award for
capital.

Applicant Response:

The Applicant followed the HSCRC’s Capital Funding Policy. Taking the average of
LHDCMC'’s proforma capital ratio and the statewide capital ratio minus LHDCMC’s
current capital ratio results in 2.29% based on FY21 Annual Filings. Multiplying 2.29% by
LHDCMC’s FY21 regulated operating costs results in potential funding of $5.4M.
Applying the 70% efficiency adjustment based on the FY?22 stand-in efficiency policy



results in $3.8M, to which application of the FY23 markup of 1.11 results in $4.2M of
capital funding.

18. Note estimated average annual per books depreciation expense (with 36-year life) =
$7.9 million. Please make any needed changes.

Applicant Response:

The majority (93%) of the capital spend for this project is for Building & Infrastructure
Expenses which the Applicant depreciated over 40 years in accordance with American
Hospital Association (AHA) depreciation guide. The aggregate average useful life is
approximately 36 years due to the mix of capital expenses and their corresponding
depreciation rules. Please refer to the Applicant’s response to Question 3 for information
on the depreciation applied by line items in Table E.

19. Note estimated average annual per books depreciation expense (with 25-year life)
=$11. 3million. Please make any needed changes.

Applicant Response:
The majority (93%) of the capital spend for this project is for Building & Infrastructure
Expenses which the Applicant depreciated over 40 years in accordance with American
Hospital Association (AHA) depreciation guide. The aggregate average useful life is
approximately 36 years due to the mix of capital expenses and their corresponding
depreciation rules. Please refer to the Applicant’s response to Question 3 for
information on the depreciation period that corresponds to line items in Table E.

20. Why does contra revenue percent change from 18.3% to 16.0% through the years
projected?

Applicant Response:

The projected change in the tables is derived from current trends in contractual
allowances and our expectations for the future. The Applicant has updated the projections in
the Tables to reflect current data which indicates payer reimbursement has declined over the
past few years. Currently contra revenue is projected to be a 21.08% deduction percentage in
FY23 based on actuals. From FY24 forward the applicant expects deductions will return
closer to pre-COVID deduction percentages. Therefore, the projection for FY24 and later is
estimated as 17.11% contra revenues. The tables as presented reflect these figures. .

21. Explain why projected “non-patient other” operating revenue falls from over $7
million to just $2.5 million through the years.

Applicant Response:

FY 24 represents the last year of COVID related Other Operating Funding (CARES
Act, FEMA etc). Other operating revenue in FY25 and beyond returns back to non-
COVID related revenue.



22. Interest on current debt would be expected to fall as years progress and loans are paid
down, please explain why it remains flat?

Applicant Response:

The Applicant has revised the Tables to align with current interest schedule for
existing debt.

23. Interest of project debt would be expected to fall with the amortization of bonds,
following completion of construction and commencement of operation, please explain
why it remains flat?

Applicant Response:

FY27 represents the first year of the interest payments at half a year and FY28 is the
first full year of interest, which is why FY28 Interest on Project Debt is larger than FY27
Interest on Project Debt. A decline in interest after FY28, would be expected, and the
tables have been revised to reflect this decrease.

24. Current depreciation expense is expected to fall as assets become depreciated, please
explain why it remains flat?

Applicant Response:

The depreciation projection reflects both current assets as well as anticipated new
capital for additional or replacement assets as older equipment fully depreciates/is
disposed for maintenance of existing facility, but assets which are unrelated to this
project, specifically. The Tables represent purchasing of replacement assets as items
approach and surpass End of Life. The depreciation on these replacement assets would
offset the decrease in depreciation on existing assets in order to maintain current
operations.

25. Supply expense is expected to change with patient volume measures, which grow at
2.5% CAGR, please explain why a 0.2% CAGR growth is projected?

Applicant Response:

This lower growth rate in supplies vs. a higher rate in CAGR is driven by the
delineation of fixed vs. variable supplies where only the variable supply rate was
projected to align with CAGR. The increase in supply cost, therefore, will not match
perfectly to the change in patient volumes plus inflation. The assumption in these tables
is that 20% of the supplies are fixed and the change in costs associated with them will not
change based on volume changes. This classification of fixed vs. variable supplies is
driving a smaller change in supplies when compared to the volume change.

Table H Revenues and Expenses Inflated Entire Facility
26. Payroll expense is growing at 2.8% CAGR, while Table G grows at 2.5% CAGR.
Payroll for 2033 is 3% higher than the same for Table G. What is the assumed



inflation rate on payroll?

Applicant Response:
The assumed inflation rate on payroll is 3%.

27. Interest expense and depreciation expense should not be inflated, but rather should be
the same as value on Table G. Please make any needed changes.

Applicant Response:
The Tables have been revised accordingly.

28. Supply expense should grow with patient volumes plus inflation. Please make any
needed changes.

Applicant Response:

As with Question 25, above, the lower growth rate in supplies vs. a higher rate in
change in volumes is driven by the delineation of fixed vs. variable supplies where only
the variable supply rate was projected to align with volume change. The changes made in

attached Table G correspond to the changes in Table H. Table H includes the additional
impact of inflation on supplies of 4%.

Table J Uninflated New Service

29. What methodology was used for projecting top line OB service revenue from 2027
through 2033?

Applicant Response:

As discussed in response to Question 16, LHDCMC utilized the statewide data to
determine average volumes per case for each DRG anticipated to be received in the
program and multiplied the projected cases at the DRG level by the average volumes of
nearby hospitals to determine the total projected volume at the rate center level.

LHDCMC then multiplied the volumes times DCMC rates (using the statewide median for

OBS, NUR, DEL) to determine revenue. Lastly, LHDCMC applied a 50% variable cost
factor.

30. Please explain the contra revenue % change from 12.6% to 15.6% over the years
projected?

Applicant Response:

The projected change is based on current trends in collections.  The Applicant has
updated the projections in the Tables to reflect the most current trends.  Please also
refer to the response to Question 20 above.

General Surgical
31. Regarding the response to Question #25, in response to Paragraph .05A (2), please



identify where on Luminis Health website patients would be able to review the types
and volumes of surgical procedures performed at Doctor’s Hospital for the most recent
12 months available.

Applicant Response:

Under COMAR 10.24.11.05A(2), LHDCMC is required to provide to the public, upon
request, information on the volume of specific surgical procedures performed at the
hospital in the most recent 12 months. A patient may request this information from any
customer service representative at Luminis Health, who will transfer the request to the
Supervisor of Patient Financial Services who will provide the required information on
surgical procedure volume to the patient. ~ Accordingly, while surgical service volume is
not posted on the Luminis Health website, it is available upon request as required by the
standard.

32. Regarding the response to Question #27 and Tables 27 through 29, provide a
breakdown of the inpatient and outpatient surgical cases and surgical minutes similar
to the format used in response to Question #31, Table 33 on p. 25 for (a) 66-month
construction period and (b) the first three years after project completion.

Applicant Response:

Table 2 below provides a breakdown of the inpatient and outpatient surgical cases
and surgical minutes for (a) 66-month construction period and (b) the first three years after
project completions.

Table 2
Luminis Health Doctors Community Medical Center
Projected Cases at Current Average Time per Case with Estimated Operating

Rooms
Inpatient | | Qutpatient | Total
Avg
Time Avg. Avg.
per Turnaround Total Avg Time  Turnaround Total Total Total
Year Cases Case Time Minutes Cases  per Case Time Minutes Cases Minutes # ORs
(a) 66 Month Construction Period:
Year 1 2,324 138 35 401,836 4,218 99 35 566,284 6,541 968,119 8.49
Year 2 2,338 138 35 404,293 4,244 99 35 569,746 6,581 974,039 8.54
Year 3 2,352 138 35 406,750 4,269 99 35 573,209 6,621 979,959 8.60
Year 4 2,366 138 35 409,207 4,295 99 35 576,672 6,661 985,879 8.65
Year 5 2,380 138 35 411,664 4,321 99 35 580,135 6,701 991,799 8.70
(b) First Three Years After Project Completion:
Year 1 2,523 138 35 436,236 4,579 99 35 614,763 7,101 1,050,999 9.22
Year 2 2,581 138 35 446,434 4,686 99 35 629,133 7,267 1,075,567 9.43
Year 3 2,638 138 35 456,252 4,789 99 35 642,969 7,427 1,099,221 9.64



Other
33. Please include balance sheet projections.

Applicant Response:

Luminis Health does not prepare projected or forecasted balance sheets as a part of our
long-range capital and financial planning process. Key aspects of Luminis Health’s
financial position (cash/investments, debt, etc.) are forecasted and evaluated throughout the
long range financial planning process. Historical financial statement audits may provide a
lens into Luminis Health balance sheets, but have limited applicability as a forward looking
tool since these balance sheets are maintained largely for tracking of historical investments.

Luminis Health makes capital investment decisions to achieve its strategic mission by
considering: (a) cash flows, (b) the expected outcomes of its investing, philanthropic, and
public funding strategies, (c) the forecasted impact of external factors such as capital
market conditions, and (d) other relevant factors. Cash flows changes due to operations
may result in balance sheet changes that are considered in capital investment decisions.

Luminis Health and LHDCMC were most recently rated in Spring 2022, Moody's
affirms Luminis Health Inc.'s, MD A3 rating, and upgrades LHDCMC to MD A3. An A3
ratings indicates that the issuer has financial backing and some cash reserves with a low
risk of default. The A3 rating was confirmed during the COVID-19 pandemic that had a
significant impact on health care generally, and temporarily negatively impacted many
hospitals and healthcare systems' financial performance across the nation. The bond rating
of Luminis Health and LHDCMC is a good indication of Luminis Health’s strong financial
stewardship.

34. Regarding the response to Question #28, please complete ambulatory surgery CON
application Addendum B Providing Individual Physician VVolume Data for each of the
eleven surgeons that LHDCMC will recruit to the general surgical services program.
Please provide the surgical cases and volume for the two current and three projected
years and identify where each of these surgeons currently perform their surgical
procedures. For these eleven surgeons, please respond to the standard at Paragraph
.05B(9)(b) Impact and the effect the relocation of these eleven surgeons will have on
the hospitals where each surgeon currently practices.

Applicant Response:

Table 3 provides the Individual Physician Volume Data for each of the eleven surgeons
that LHDCMC will recruit to the general surgical services program. VVolumes for the 66
month construction period and the first three years after project completion are included.
The minutes per case are estimated at 148 minutes. This is the average minutes per cases
across the procedures the eleven surgeons will perform and the average turnaround time.



Table 3

Luminis Health Doctors Community Medical Center

Projected Individual Volume Data

66 Month Construction Period

First Three Years After Project Completion

Facility(s) from

Year 1 Year 2 Year 3 Year 4 Year 5 Year 1 Year 2 Year 3 which these cases

Physician Cases | Minutes | Cases | Minutes | Cases | Minutes | Cases | Minutes | Cases | Minutes Cases | Minutes | Cases Minutes Cases Minutes will be migrating
Gynecologist - New to Market - - 20 2,960 30 4,440 40 5,920 N/A
Gynecologist - New to Market - 20 2,960 30 4,440 40 5,920 N/A
Gynecologist - New to Market - 20 2,960 30 4,440 40 5,920 N/A
Gynecologist - New to Market - - - - 20 2,960 30 4,440 40 5,920 N/A
Bariatric Surgeon - New to Market 10 1,480 40 5,920 100 14,800 120 17,760 130 19,240 N/A
Breast Surgeon - New to Market - - - - 90 13,320 146 21,608 1980 28,120 N/A
General Surgeon - New to Market - - - - - - 40 5,920 50 7,400 70 10,360 N/A
Vascular Surgeon - New to Market 30 4,440 50 7,400 60 8,880 80 11,840 95 14,060 115 17,020 N/A
Orthopedic Surgeon - New to Market - - - - - - - - 50 7.400 60 8,880 75 11,100 N/A
Orthopedic Surgeon - New to Market 40 5,920 50 7,400 60 8,880 60 8,880 70| 10,360 75 11,100 75 11,100 N/A
Orthopedic Surgeon - New to Market - - - - - - - - 50 7.400 60 8,880 71 10,508 N/A

We are unable to identify where these surgeons practice as it is our intention to
bring new surgeons to the market. We do not currently have specific surgeons
identified for recruitment over the next 5 years. We have identified surgeon specialties

for recruitment not specific individuals.




I hereby declare and affirm under the penalties of perjury that the facts stated in this application and its
attachments are true and correct to the best of my knowledge, information, and belief.

Name:Jessica Farrar
Title: Vice President, Strategic Planning
Date: 5/21/2023









I hereby declare and affirm under the penalties of perjury that the facts stated in this application and its
attachments are true and correct to the best of my knowledge, information, and belief.

Name: Urvashi Sagar
Title: Sr Director, Financial Planning
Date: 6/23/23



I hereby declare and affirm under the penalties of perjury that the facts stated in this application and its
attachments are true and correct to the best of my knowledge, information, and belief.

Name:
Title:
Date:



I hereby declare and affirm under the penalties of perjury that the facts stated in this application and its
attachments are true and correct to the best of my knowledge, information, and belief.

Name: Marguerite Crandall
Title: Manager, Business Development
Date: 6/21/23



I hereby declare and affirm under the penalties of perjury that the facts stated in this application and its
attachments are true and correct to the best of my knowledge, information, and belief.

Name: Zachary Pietsch

Title: g Manager - Hospital Reimbursement
Date: 6/20/23

Created With Tiny Scanner



EXHIBIT 29



MVS Extraordinary Cost Detail

B. Extraordinary Cost Adjustments

This Project includes certain costs have been identified as “extraordinary” and are excluded from the
comparison to the applicable MVS standard. These extraordinary construction costs are included in

the construction budget, are shown on Table E. Excluding these extraordinary costs reduce the
estimated project costs that are comparable to the MVS applicable calculated standard.

An explanation of these extraordinary costs includes the following:

Project Budget Item Cost Basis of Estimate
. Proportional
fg&?{;’i’frdUF;‘;"Iriﬁ’e'S”S‘Eptic)“O”S $856,900 | Building | allocation of
9 T estimated GC Costs
. Proportional
ng’rﬁ:"t"tti?{y & Environmental $1,466,813 | Building | allocation of
g estimated GC Costs
. . Site Allowance per
Paving (Roadways, Parking , etc,) $1,006,000 conceptual plans.
C Site Allowance per
Exterior Signs $50,000 conceptual plans.
. Site Allowance per
Landscaping $150,000 conceptual plans.
o Site Allowance per
Site Lighting $200,000 conceptual plans.
Site Development (Railings, Bike rack, Site Allowance per
! $30,000
fixed benches) conceptual plans.
e . Allowance per
Jurisdictional Hook Up Fees $ 850,000 Site conceptual plans.
Arch / Eng. Fees for Non-MVS Cap
Costs From Table D $100,500 Site Allowance
MVS allowance for
.\ . - extra elevators.
Additional Service Elevators (2) $305,000 | Building Quantity from
conceptual plans
. . _— Allowance per
Atrium Premium $322,000 | Building conceptual plans
Main entry quantity
Canopies $475,000 | Building | take off from
conceptual plans
SF quantity take off
Pneumatic Tube System $1,010,600 | Building | from conceptual
plans x allowance.
Temporar_y Entrance / During $400,000 | Building Allowance per
Construction Closure conceptual plans
Constrained Site $1,450,000 | Building | Allowance per




conceptual plans.
. Proportional %

gz&z’&ﬂ?g/ghea’;?g ﬁﬁg:g'ons - $1,120,000 | Building | allocation estimated

GC Costs
. L Proportional

é[ﬁz:tg‘;tsirgl /CEO’;?S'”ee””g Fees for $1,999,410 | Building | allocation of
estimated A/E Costs

Movable Equipment (Inc. Furnishings) $5,750,000 | Building | Allowance

Minor Clinical Equipment $2,730,000 | Building | Allowance

Technology - Building

Data/Corr?r)r/]unication/AV $2,550,000 Allowance

Technology - Safety and Security $1.150,000 Building Allowance

Systems

Technology - Clinical Systems (IoMT) $3,125,000 | Building | Allowance
Premium provided

Green Building / LEED Premium $4,725,000 | Building | per MVS Section
99, Page 1
Proportional

MBE Premium $2,900,000 | Building | allocation of
estimated GC Costs

Prevailing Wage $0 | Building

Contingency Allowance $22,575,000

Total Adjustments to Cost $57,297,223

Explanation of Extraordinary Costs

Below are the explanations of the Extraordinary Costs that are not specifically excluded from the
MVS average costs in the MVS Guide (at Section 1, Page 3), but are elements of this project that
would not be in the average cost of a hospital project.

Signs, Canopy, Jurisdictional Hook-up Fees, Impact Fees, Paving and Roads, Storm Drains,
Rough Grading, Landscaping, and Sediment Control & Stabilization

These costs are specifically excluded from the Marshall & Swift Valuation base square foot cost
for a Class A — Good General Hospital per Section 1, page 3 of the MVS.

Two New Elevators, Shafts and Pits in the New Acute Care Pavilion

These designated elevators, one “clean” and one “dirty” elevator provide direct connectivity for
the movement of supplies and materials between the new Surgical Services sterile core the new
Sterile Processing Distribution (SPD) department located directly below the OR Suite.

Pneumatic Tube System

LHDCMC uses a pneumatic tube system to transport medications and lab samples throughout
the medical center. The new building will include tube stations allowing for movement of these
items to and from points in the medical center. Extensive coordination, design, and fabrication /
installation work will be required to implement the system.

Temporary Entrances
The new building will connect to the existing hospital at/adjacent to the main entrance on Levels
1 and 2. This will necessitate closing that main entrance for an extended, to be determined,




period of time. LHDCMC will need to create a temporary entrance near that location to ensure
that patients and staff members can still safely gain appropriate access to the facility. The
temporary entrance will involve filling in an existing drop-off, deconstructing part of the exterior
wall and canopy of the first floor and adding new security measures to ensure safety of visitors
and staff.

Premium for Constrained Site

The site for the new building is in a constrained area of the campus, directly adjacent to an
existing main entrance to the operating hospital building on the west side of campus immediately
adjacent to surface parking, parking deck , loop road, and other existing hospital buildings and
mechanical yards on the north side. The proposed building attaches to the existing lobby on
Level 1 and adjacent to the existing Surgery suite on Level 2. This site will require close
coordination with adjacent occupants, and premiums for overtime to shorten the duration of the
work to reduce operational impacts and night / weekend work throughout the project. Based on
the planning to date the budget assumes 2.5% of the construction cost.

Extended General Conditions — Phasing Impact
Phasing of multiple projects including the loading dock extend the construction schedule by 12
months to overall schedule.

Extended General Conditions - Schedule Impact
Based on phasing impact, assumes that there is additional time allocated for activity associated
with the constrained site.

Premium for LEED Silver Construction

LHDCMC included a premium (based on Building Costs only) due to constructing this building
to Green Building / LEED standards. The potential for a 0%-7% premium is recognized by
MVS in Section 99, Page 1.

Premium for Minority Business Enterprise (MBE)

The LHDCMC project will be subject to include a premium for Minority Business Enterprises
(MBE) that would not be in the average cost of hospital construction. The cost estimators and
construction managers conservatively estimate that achieving the MBE goals will be a premium
cost, compared to projects that do not include MBE subcontractors or suppliers.

Architectural & Engineering Fees for other Capital Costs

A&E Fees are typically a percentage of the total cost of Building and Site Preparation, including
extraordinary costs. Consequently, like Capitalized Interest, if the extraordinary costs are
removed from the comparison, the related A&E Fees should also be removed. This was
accomplished by calculating the percent that the original A&E Fees comprised of the Building,
Fixed Equipment, and Site Prep costs, multiplying that percentage times the sum of the adjusted
Building, Fixed Equipment and Site Prep costs.

B. Adjusted Project Cost — New Construction

Eliminating all of the extraordinary costs reduces the project costs that should be compared to the
MVS Benchmark.

Project Cost Per Square Foot

Building $125,033,933 $683.44




Fixed Equipment $0.00
Site Preparation $1,949,561 $10.66
Architectural Fees $8,888,845 $48.59
Permits $3,751,018 $20.50
Subtotal $139,623,357 $763.09
Capitalized Construction Interest $0.00 $0.00
Total $139,623,357 $763.09

In addition to the new construction proposed for the LHDCMC project, approximately 105,541
DGSF of renovations are planned in the existing hospital facility. Below are the computations of

the MVS factors as applied to the renovation portion of the project.

Marshall VValuation Service Valuation Benchmark — Renovation

Type

Hospital
Construction Quality/Class Good/A
Stories 2
Perimeter Linear Feet NA
Average Floor to Floor Height 16.0
Square Feet 105,541
| Average Floor Area 52,771
A. Base Costs
Basic Structure (11/21) $485.00
Elimination of HVAC cost for 0
adjustment
HVAC Add-on for Mild Climate 0
HVAC Add-on for Extreme Climate 0
Total Base Cost $485.00
Adjustment for Departmental Differential Cost Factors 1.24202
Adjusted Total Base Cost $602.38
B. Additions
Elevator (if not in base) $0.00
Other $0.00
Sub-total $0.00
Total $602.38
C. Multiplier
Floor Area - Perimeter Multiplier NA
| Product $602.38
Height Multiplier 1.092
| Product $657.80
Multi-story Multiplier 1.0
| Product $657.80
D. Sprinklers
| Wet Sprinkler Amount $3.83
Sub-total $661.63




E. Update/Location Multipliers

Current Cost Multiplier (11/21) 1.21
| Product $800.58

Location Multiplier (Silver Spring) 1.03
| Product $824.59

Calculated Square Foot Cost Standard $824.59

The MVS estimate for the project is impacted by the Adjustment for Departmental Differential

Cost Factor. In Section 87 on page 8 of the Valuation Service, MVS provides the cost differential
by hospital department compared to the average cost for an entire hospital. The calculation of the
average differential cost factor is shown below.

Corridors

i MVS .MVS | Cost
Department/Function | DGSF* Department Differential Factor
Name Cost Factor X DGSF
Level 1
Imaging / Nuclear ;
Mg 14,907 | Radiology 1.22 18187
Laboratory 6,315 | Laboratories 1.15 7,262
Supply Chain / Materials Storage and
Ma?npagement/EPS 5,345 Refrigeration 1.60 8,652
Bio-Medical Engineering 2,074 | Service Dept 1.20 2,489
EVS/Linen/ Laundry 3,294 | Laundry 1.68 5,534
Gift Shop / Retail 1,137 | Public Spaces 0.80 910
Food & Nutrition - :
Kitchen 2,600 Dletary 1.52 3,952
Food & Nutrition - Dinin -
& Servery 9/ 6,240 | Dining Room 0.95 5.928
Storage and
Morgue 844 Refrigeration 1.60 1,350
Staff Lounge / Lockers 1,656 | Employee Facilities 0.80 1,325
Mechanical / Electrical 089 | Mechanical Equipment 0.70 692
Circulation 9,222 | [nternal Circulation, 0.60 5 533
Level 2
Public Space / Lobby 281 | Public Spaces 0.80 225
Surgery Services 21,589 | Operating Suite 1.59 34,327
Information Technology .
IT) & Information 809 | Offices 0.96 777
ystems (1S)
Cardiac Cath / ; ;
Interventional Radiology 10,435 | Operating Suite 1.59 16,592
Non-Invasive Cardiology /5 358 | Radiology 1.22 2,877
Pharmacy - Inpatient 6,450 | Pharmacy 1.33 8,579
Respiratory Therapy 500 | Radiology 1.22 610
GME 746 | Offices 0.96 716
Mechanical / Electrical 196 Sh‘/#]%cglamcal Equipment 0.70 137
Circulation 7,554 | lternal Circulation, 0.60 4,532




| TOTAL | 105,541 | | 1.24202 ] 131,084 |

Il. Comparison to the Marshall Valuation Service Valuation Benchmark

As noted below the project’s cost per square foot in comparison to the MVS Benchmark. New
construction slightly exceeds the benchmark. Renovation is below the benchmark.

New Construction

Type Hospital Computations
MVS Cost Standard $123,667,458 $675.96
Current Construction Costs $139,623,357 $763.09
Difference $87.13
% Above/(Below) MVS Standard 12.9%
Renovation
Type Hospital Computations
MVS Cost Standard $87,028,385 $824.59
Current Construction Costs $57,501,629 $544.83
Difference $279.76
% Above/(Below) MVS Standard (33.9%)




UPDATED CON
TABLES












Information Technology (IT) & Information System 1,006 0 809 0 809
Cardiac Cath / Interventional Radiclogy 3,332 0 10,435 0 10,435
Non-invasive Cardiology / PFT 592 0 2,358 0 2,358
Pharmacy - Inpatient 3,780 0 6,450 0 6,450
Respiratory Therapy 473 0 500 0 500
GME 0 0 746 0 746
Mechanical / Electrical 1,531 1,153 196 1,531 2,880
Vertical Circulation 2,001 988 0 2,001 2,989
Circulation (Horizontal) 6,576 4,801 7,554 0 12,355
Exterior Walls 0 1,740 0 0 1,740
Sub-Total Level 2 47,592 44,030 50,918 4,373 99,321
LEVEL 3

Public Space 0 2,630 0 0 2,630
Labor & Delivery / Triage / C-Section 0 26,060 0 0 26,060
On-call 0 1,262 0 0 1,262
Mechanical / Electrical 0 5,187 0 0 5,187
Vertical Circulation 0 988 0 0 988
Circulation 0 2,420 0 0 2,420
Exterior Walls 0 1,712 0 0 1,712
Sub-Total Level 3 0 40,259 0 0 40,259
LEVEL 4

Public Space 0 1,024 0 1,024
Postpartum / Antepartum 0 16,124 0 0 16,124
I':leu\;;lall’ly(}?olgteig:inghzfarsyNursery and Well Baby 0 2.905 0 0 2.905
Respiratory Therapy 0 264 0 0 264
Mechanical / Electrical 0 967 0 0 967
Vertical Circulation 0 988 0 0 988
Circulation 0 964 0 0 964
Exterior Walls 0 1,234 0 0 1,234
Sub-Total Level 4 0 24,470 0 0 24,470
PENTHOUSE

Penthouse 0 20,958 0 0 20,958
Sub-Total Penthouse 0 20,958 0 0 20,958
Total 106,429 182,949 105,541 12,574 301,064










Subtotal Building Costs excluded from Marshall
Valuation Service*

$51,444,500

TOTAL Building Costs included and excluded from Marshall
Valuation Service*

$176,478,433

A&E COSTS

Normal A&E Costs

$8,888,845

Subtotal included in Marshall Valuation Costs

$8,888,845

Architectural / Engineering Fees for Other Non MVS Costs

Green Building / LEED Premium $4,725,000 $0
MBE Premium $2,900,000 $0
Prevailing Wage $0 $0
Contingency Allowance $22,575,000 $0

Architectural / Engineering Fees for Other Capital Costs

$1,999,410

Subtotal A&E Costs excluded from Marshall Valuation Costs

$2,099,910

TOTAL A&E Costs included and excluded from Marshall Valuation
Service*

$10,988,755

PERMIT COSTS

Normal Permit Costs

$3,751,081

Subtotal included in Marshall Valuation Costs

Regulatory & Environmental Permitting

Subtotal Permit Costs excluded from Marshall Valuation Costs

$3,751,081
$1,466,813
$1,466,813)

TOTAL Permit Costs included and excluded from Marshall
Valuation Service*

$5,217,894

*The combined total site and offsite cost included and excluded from Marshall Valuation Service should typically equal the estimated
site preparation cost reported in Application Part I, Project Budget (see Table E. Project Budget). If these numbers are not equal,

please reconcile the numbers in an explanation in an attachment to the application.

A: These values together represent the Exclusions/Extraordinary Costs from MVS calculations on Table E C. Other Capital Costs

Subtotal and Exhibit 1.







a. Federal $0 $ -

b. State $95,000,000 $ 95,000,000

c. Local 30 $ -
8. Other (Specify/add rows if needed) $0 $ -

TOTAL SOURCES OF FUNDS (s 2090128a41l3 0202020 - IS 299012841
Hospital Building Other Structure Total

1. Land $ -
2. Building $ -
3. Major Movable Equipment $ -
4. Minor Movable Equipment . $ -
5. Other (Specify/add rows if needed) $ -

* Describe the terms of the lease(s) below, including information on the fair market value of the item(s), and the number of years, annual cost, and the interest rate

for the lease.
















I &) Other ] 3.2%] 4.4%] 3.2%] 3.2%] 3.2%] 3.2%] 3.2%] 3.2%] 3.2%] 3.2%) 3.2%] 3.2%] 3.2%)
{roTaL | 100.0% | 100.1%] 100.0% ] 100.0% 1 100.0% | 100.0% | 100.0% | 100.0% 1 100.0% 100.0% | 100.0% | 100.0% | 100,0%
20.0% 190, %, 20,92, 100.0% 20.0% 90.9% 20.0% 20 2 T 100.52%,
















100.0% 100.0% 100.0% 100.0% 100.0%|  100.0%

[roTaL










TABLE L. WORKFORCE INFORMATION

Administration (List general categories, add

rows if needed)

Providers $0 17.2 $94,677] $1,628,446 $0 17.2 $1,628,446
$0 $0 $0 0.0 $0
$0 $0 $0 0.0 $0
$0 $0 $0 0.0 $0

Total Administration $0 17.2 $1,628,446 $0 17.2 $1,628,446

Direct Care Staff (List general categories,

add rows if needed)

Providers

Total Direct Care Staff

Support Staff (List general categories, add

rows if needed)

Total Support Staff

CONTRACTUAL EMPLOYEES TOTAL

Benefits (State method of calculating

benefits below) :

TOTAL COST

839.8 $118,166,414

98.9

$11,880,562

$851,733

$130,898,709
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