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LEGISLATIVE BUDGET COMMISSION AGENDA

February 13, 2003
1:00 - 5:00 pm
Room 212, Knott Building
Members:
Representative Bruce Kyle Senator Ken Pruitt
Representative Gus Bilirakis Senator Lisa Carlton
Representative Frederick Brummer Senator Dennis Jones
Representative Wilbert “Tee” Holloway Senator Ron Klein
Representative Sandra Murman Senator Tom Lee
Representative David Simmons Senator Lesley Miller
Representative Leslie Waters Senator Rod Smith
L Consideration of the following budget amendments for Fiscal Year 2002 — 2003:

i

i1

EOG B0472 - Department of Agriculture and Consumer Services
EOG B0492 - Department of Agriculture and Consumer Services
EOG B0493 - Department of Agriculture and Consumer Services
EOG B0494 - Department of Agriculture and Consumer Services
EOG B0495 - Department of Agriculture and Consumer Services
EOG B0497 - Department of Agriculture and Consumer Services
EOG B0498 — Department of Agriculture and Consumer Services
EOG B0499 — Department of Agriculture and Consumer Services
EOG B0500 — Department of Agriculture and Consumer Services
EOG B0501 — Department of Agriculture and Consumer Services
EOG B0502 — Department of Agriculture and Consumer Services
EOG B0506 — Department of Environmental Protection

. EOG B0485 — Department of Lottery
EOG B0459 — Department of Health
EOG B0503 — Department of Health
EOG B0511 — Department of Health
EOG B0512 — Department of Health
EOG B0513 — Department of Health
EOG B0514 — Department of Health
EOG B0504 — Agency for Health Care Administration
EOG B0505 — Agency for Health Care Administration
EOG B0524 — Agency for Health Care Administration

<CHYUEONOZENAFTIOTNT AW >

Budget amendments will be taken in order as determined by the Chair.
Consideration of Agency Spending Plan

Plan for Shands Jacksonville Medical Center

Technology Review Workgroup Recommendations and Reports

Objections to Agency Actions or Proposed Agency Actions
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SHANDS
HealthCare

December 24, 2002

‘ Paul M. Rosenberg*
Mr. Kenneth L. Thurston : : Sr. Vice President and
Assistant Deputy Secretary for Medicaid Finance General Counsel
Agency for Health Care Administration
2727 Mahan Drive, MS 8 R
Building 3, Room 2413B £ S
Tallahassee, Florida 32308 = E D

Re:  Shands Jacksonville Medical Center

Dear Ken:

In connection with funding for Shands Jacksonville Medical Center contained in Item
222 of the 2002 Legislative Budget Conference Report, House Bill 27E, you have been
requested to review Shands Jacksonville’s completion of the requirements for funding. 1
will address each requirement individually. The following exhibits will be referenced:

1. Shands Jacksonville Health Care, Inc. and Subsidaries Consolidated Statement of
Operations.

Shands Jacksonville FY2003 Budget Summary.

Cambio Implementation Update.

Capital equipment list.

Executed Shands Jacksonville Funding Agreement.

bW

Development of a breakeven budget based on the Cambio recommendations: Shands
Jacksonville’s FY2003 Budget Summary (Exhibit 2) calls for positive operating results.
With the assistance of Cambio Health Solutions, LLC, Shands Jacksonville is currently
implementing the operational improvement recommendations contained in the Cambio
report. Exhibit 1, Shands Jacksonville HealthCare Inc. and Subsidiaries Consolidated
Statement of Operations, displays the impact of the Cambio plan on the budget in
columnar form. The first column contains FY2002 audited results. The second column

~ shows budget without recommended Cambio improvements. The third column identifies
the improvements adopted in the budget. The fourth column displays the final budget
integrating the Cambio recommendations. Detail on the adopted Cambio
recommendations is contained in notes 1-3 to Exhibit 1. Exhibit 2 is the Budget
Summary as adopted by the Shands Jacksonville Board of Directors.

Shands Jacksonville is currently operating on budget and anticipates attaining its
budgeted positive operating results in FY2003. You will note that there are some
differences between the specific revenue enhancement targets contained in the Budget
Summary, Exhibit 2, and the Cambio Implementation Report, Exhibit 3. These
differences are the result of continuous evaluation of the effectiveness of each project

PO Box 100161 + Gainesville, FL 32610-0161 « 352.265.6995 « 352.265.0512 fax - rosenpm@shands.ufl.edu
*Not licensed in Florida; authorized House Connsel, Florida Bar Rule 17.



Mr. Ken Thurston
Page 2
December 18, 2002

with some projects being assigned lower adjusted targets and others greater adjusted
targets. The total target amount remains identical. Managed care contract re-negotiations
have been completed and new rates are expected to yield the targeted revenue increases.
While the timing and outcome of cost report items are outside of the hospital’s control,
we are confident these items will be resolved as budged.

It should be noted that the Cambio revenue improvements account for approximately $14
million in projected FY2003 improvements. Other factors accounting for the budgeted
year to year improvement are summarized on page 13 of the Budget Summary, Exhibit 2.

Submit an approved expenditure plan for the appropriated funds: Shands Jacksonville
will expend these funds on high priority patient care capital equipment items included in
the Major Clinical Equipment List, Exhibit 4. The items are listed in order of their
priority weight. Items are displayed along with their individual cost and a summary of
whether the item will enhance patient safety/satisfaction, increase efficiency/reduce
expense, increase revenue and/or increase patient throughput. -

Two to one match of appropriated funds from the City of Jacksonville and Shands
Teaching Hospital & Clinics, Inc. (Shands HealthCare/Gainesville): Exhibit 4 is the
executed Shands Jacksonville Funding Agreement among Shands Jacksonville
HealthCare, Inc., Shands Jacksonville Medical Center, Inc., Shands Teaching Hospital &
Clinics, Inc. and the City of Jacksonville. Payments will be made according to Schedule
1 of the agreement including $23M from Shands HealthCare and $42M from the City of
Jacksonville in this fiscal year. Shands HealthCare support will total $50M and the City
of Jacksonville support will total S70M. ’

Debt reduction and capital acquisition will constitute the principal uses of the
contributions. In order to reduce high cost or otherwise complicated debt, Shands
Jacksonville has issued a tender offer to redeem $20M of outstanding Methodist Medical
Center bonds at a discount and offered to retire the $36.6M outstanding Sumitomo Mitsui
Bank consortium debt.

With these actions, Shands Jacksonville has satisfied the conditions for funding. I would
be pleased to meet with you and other interested parties in Tallahassee to discuss this or

to answer questions.

Sincerely,

Yol

Paul M. Rosenberg

Enclosure
cc: Senator King
Donna Arduin

Mike Hansen
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Viabls iF these ¢aings Noooom

The proposed operational plan is fully
impiememed, improving profitability,
ash flow. & EBIDA

The proposed recapitalization pian is

adopted

¥ All parties invoived
mission, vision and
Acadamic Medgical
an urban ret’:mg

GAMBIQ

UPDATE:

“Posted first profitable year since merger of UMC and
Methodist.

«Cash balances growing. $24 million at 9/30/02

*Obtained one time relief from loss of Upper Payment
Limit funding through improved Disproportionate Share
Reimbursement for 2003 only. Value is $18 million.

-Shands Gainesville, University of Florida, College of
Medicine and City of Jacksonville have committed to the
future of Shands Jacksonville.

™
.
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¢ Close and raze North Pavilion.

: South Pavilion to house hospice,
transitional care unit

xpand space in Clinical Center

Emergency Department

Y
RRLL

GAMBIQ

3 i

UPDATE:

North and South Pavilions — Working with Gainesville
VP of Facilities, Architects, and Space Planning
consultants to develop formal consolidation plans.
Requires capital dollars from recapitalization plan. '

-Capital has been allocated to plan for ED consolidated
space and to start renovations and expansion of Emergency
Department.

-
.
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CAMBIO
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UPDATE:
.IT Director reports to Senior VP of IT at Shands Healthcare.

«CFO reports to Gainesville (Shands HealthCare) CFO. Other -

consolidation of accounting and finance awaits recapitalization
plan.

-Consolidation of purchasing activities awaits recapitalization plan
moving forward.

+Other Changes:

—Administrator at Shands Jax reports to EVP/COO of Shands
HealthCare

~Legal Services reports to Shands HealthCare

_Human Resources Officers reports to Shands HealthCare
Human Resource Leader

_Community and Legislative VP’s reports 10 Shands

HealthCare Leadership
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UPDATE:

Food delivered to patients by Food Services personnel
rather than nursing to enhance timeliness of delivery.

*Cleanliness scores within Press Ganey improved. Capital
dollars allocated for renovation of key patient areas and
acquisition of beds and patient room furnishings

‘Medication and medical supply delivery systems

revamped resulting in better supply availability and lower
inventory levels

“Patient transportation reorganized and tracking system

recently implemented with a goal of improved response

fime.



Countinuet

v Materials management
¢ Cutpatient clinics

L Proguctivity

CAMBIQ

3 o

UPDATE:
«Materials Management

-Goal is $1.7 million, improvements to date total -$0.2
million. Need recapitalization $ to reduce vendor payables
for enhanced pricing. Product standardization committee
focusing on cost saving opportunities.

Qutpatient Clinics

-Evaluating conversion of all hospital based clinics 10
University of Florida physician owned and operated.

Orthopedic clinic receiving operational assistance through
Cambio.

«Productivity:

-FTE’s per AOB reduced from 5.48 to 5.19 resulting in
savings in 2002 of $1.5 million and 2003 projected at $5.7
million. Reductions are in management, PRN nursing and
contract nursing personnel. -

11
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feeummendarions-Asiunl and Projerizd

Year Ended June 30 2003 Qtr Ended  Projected
Range (8 In Millions) Mid Point 9/30/2002  6/30/2003

One Tine EBIDA Improvements

Revenue Cycle lmprovements S 2.8 S (0.3) $ 41
Correct IME Reimbursement 1.2 1.1 1.7
Reconcile GPO Rebates and Discounts 0.8 - 0.2

Total One Time EBIDA Improvements 3 43 3 0.8 $ 60

Total EBIDA Improvements § 18.6 S 3.1 S 214 -

GAMBIQ

UPDATE:

Revenue Cycle Improvements are principally Medicare

reimbursement related. The negative amount for the first’

quarter reflects adjustments to the 1999 and 2000 cost
reports. Cost report re-openings (1996-2000) are expected
to result in a net benefit of $1.2 million and $2.9 from the
correction of Disproportionate Share reimbursement.

JIME bed count issues have been resolved with the
Medicare Fiscal Intermediary. Awaiting processing of
updated data.

‘GPO rebates were determined after further investigation

to be due in the form of cash and in-kind service. The

amount projected reflects only the cash amount due.

-
B
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Projesiyd, Asin:

Insoma-
2062 2003

Year Ended June 30 Projected Actunl  Projected Budget
S In Miliions
lncome (Loss)}-Baseline S (4.6 3 (0.6 S (4.0) $ (6D
Upper Payment Limit Reduction (4.6) (0.9) (18.2) Q713
One time Improvement in DSH Funding - - - 173
One time State Appropriation - —t - 53
Projected Income (loss) before improvements &3] (1.5 22.2) 32
Cambio Improvements . 39 180 186
Income (Loss)-Before Recapitalization Plan 3 0820 524 5 (42) S218

- 3

Note: Projected refers to original Cambio projections.

CAMBIO

ATITI W UTAING, JIC

UPDATE.:
«Upper Payment Limits have been reduced in 2003.

+The One Time Improvement in DSH funding resulted from the other
Statutory teaching hospitals agreeing to help Shands Jacksonville for one year.

« A one time appropriation has been made by the Florida Legislature to assist
Shands Jacksonville Hospital. The funding is dependent on the hospital
adopting the Cambio Recommendations and Shands Gainesville demonstrating
financial support for Shands Jacksonville.

Lt
PN
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SHANDS JACKSONVILLE FUNDING AGREEMENT JEC 75 700

THIS SHANDS JACKSONVILLE FUNDING AGREEMENT is dated as of i
November 12, 2002, among the CITY OF JACKSONVILLE, FLORIDA (the “City”),
SHANDS TEACHING HOSPITAL AND CLINICS, INC,, a Florida not for profit
corporation (“Shands HealthCare?), SHANDS JACKSONVILLE HEALTHCARE,
INC., a Florida not for profit corporation f/k/a Jacksonville Health Group, Inc. (“STH”),
and SHANDS JACKSONVILLE MEDICAL CENTER, INC,, a Florida not for profit
corporation (““Shands Jacksonville™).

Preliminary Statement. The City, as successor in interest to the Duval County
Hospital Authority, is party to an Amended and Restated Lease Agreement dated as of
December 15, 1987, as amended (the “City Lease’), with Shands Jacksonville, f/k/a
University Medical Center, Inc., pufsuant to which Shands Jacksonville leases and
operates certain “Hospital Facilities.” Methodist Medical Center, Inc., Methodist Health
System, Inc., and The Methodist Hospital Foundation, Inc. (collectively, “MMC”) lease
their hospital and related facilities to Shands - Jacksonville, and Shands Jacksonville
operates those facilities, pursuant to an Operating Lease dated as of September 15, 1999
(the “MMC Operating Lease™). The Affiliation Agreement dated as of June 10, 1999,
among Shands Jacksonville, Shands HealthCare, MMC, and SJH (the “Shands
Jacksonville Affiliation Agreement”

-

) provided, among other things, for the operations of
MMC and Shands Jacksonville to be combined and conducted by Shands Jacksonville
and for Shands HealthCare to appoint a specified number of the members of the Board of
Directors of Shands Jacksonville.

Pursuant 1o the Restated Indigent Care Agreement as amended by the second
amendment date July 1, 1999, between University Medical Center Inc. and the City (the
“Indigent Care Agreement”), the City provides Shands Jacksonville with funds utilized to f
provide care to qualifying indigent residents of the City of Jacksonville in an anmual
amount determined in its discretion by the City Council of the City of Jacksonville (the
“City Council”), which currently benefits Shands Jacksonville by approximately $23.8
million per year. Additionally, the City funded the construction of a portion of a building
constituting Shands Jacksonville’s Ambulatory Care Center to further assist Shands
Jacksonville in its provision of care to qualifying indigent residents of the City of
Jacksonville resulting in a benefit to Shands Jacksonville of approximately $1.0 million
per year (the “Care Center Amount”) and funds this Agreement resulting in a benefit to
Shands Jacksonville of approximately $5.0 million per year (the “Funding Agreement
Amount”). For purposes of Section 8 of the Indigent Care Agreement, the Care Center
Amount and the Funding Agreement Amount will be taken into account as providing for
indigent care under the Indigent Care Agreement.

Shands Jacksonville supports the clinical, education, research, and other missions
of the College of Medicine of the University of Florida (the “College of Medicine”)



pursuant to an Academic Affiliation Agreement dated as of September 2, 1988 between
Shands Jacksonville and the University of Florida, as amended.

Shands Jacksonville is experiencing certain financial difficulties, and as a result
thereof has received a going concem letter from its independent auditors, is in default of
several covenants contained in its debt instruments, and is in danger of ceasing viable
operations absent significant operational improvements and the investment of substantial
funds from certain interested parties. Shands Jacksonville has retained the services of an
independent healthcare consultant, Cambio Health Solutions, L.L.C. (“Cambio”), to
identify and implement operational improvements at the facilities operated by Shands
Jacksonville. In order to continue as a viable healthcare provider and fulfill its
obligations to the City and the College of Medicine, Shands Jacksonville needs to
implement all or a substantial portion of the recommendations made by Cambio and also
needs to receive substantial additional capital to permit it to reduce its indebtedness to a
level that it can service. Shands Jacksonville’s long-term debt as of June 30, 2002,
consisted of the following obligations: o

(1) Series 1992 Bonds in the outstanding principal amount of approximately
$59.6 million, which are insured by Connie Lee Insurance Company and Ambac
Assurance Corporation (collectively, “Ambac’};

(i)  Series 1988 and 1989 Variable Rate Demand Obligations in the
outstanding principal amount of approximately $36.6 million, payment of which is
secured by a letter of credit issued by Sumitomo Mitsui Banking Corporation, f/k/a The
Sumitomo Bank, Limited {(“Sumitomo”), which has been confirmed by a letter of credit
issued by Morgan Guaranty Trust Company of New York; in order to induce Sumitomo
to extend its letter of credit beyond its stated expiration date, Shands HealthCare secured
a $7.0 million surety bond issued by Ambac in favor of Sumitomo;

(i)  Indebtedness in the outstanding principal amount of approximately $45
million pursuant to a Revolving Line of Credit Agreement dated as of September 1, 1999,
with SunTrust Bank, Dk/a SunTrust Bank, Central Florida, National Association
(“SunTrust”), which has been credit enhanced by a surety bond issued by Ambac in favor
of Sun Trust;

(iv)  Indebtedness owed under a promissory note to Shands HealthCare in the
outstanding principal amount, together with accrued interest thereon, of approximately
$5.4 million, and additional short term obligations to Shands HealthCare for working
capital and supplies in the amount of approximately $3.0 million; Shands HealthCare also
has committed to loan Shands Jacksonville further amounts under certain circumstances;
and

(v)  Capital leases in the total principal amount of approximately $7.2 million.

-
.



In addition, MMC’s Series 1989A and Series 1989B Bonds (the “MMC Bonds™)
are outstanding in an aggregate principal amount of approximately $69 million. Pursuant
to the MMC Operating Lease, Shands Jacksonville has agreed to make lease payments to
MMC in an amount equal to the debt service on the MMC Bonds.

The aggregate outstanding principal amount of all long-term indebtedness on
which Shands Jacksonville or SJH is obligated (including the MMC Bonds) 1s
approximately $223 million.

Shands HealthCare has provided to Ambac a pon-accelerable guaranty of the
payment of $72 million in debt service of Shands Jacksonville’s indebtedness that is
insured by Ambac (with a maximum payment by Shands HealthCare in any year of $9
million).

The parties hereto believe that the on-going viability of Shands Jacksonville is in
{heir best interests as well as the best interests of the residents of the City of Jacksonville
and the State of Florida. Accordingly, each of the City and Shands HealthCare is willing
to make substantial financial contributions to benefit Shands Jacksonville, but only on the
termns and conditions set forth in this Agreement.

Accordingly, the parties hereto agree as follows:

1. Financial Support From Shands HealthCare. Shands HealthCare shall
provide $50 million to benefit Shands J acksonville over a five year period as provided in
Schedule 1 hereto. Shands HealthCare’s obligations pursuant to this paragraph 1 shall
be subject to the satisfaction of the conditions precedent contained in paragraph 4(a)
below. :

2. Financial Support from the City. The City shall use all reasonable
efforts to (i) cause the City Council to adopt an ordinance aunthorizing the issuance of its
bonds (the “Bonds”), $70 million of the proceeds of which shall be used to finance the
City’s contribution described herein, and (ii) issue and sell such Bonds as soon as
practicable following the adopticn of such ordinance. Upon the issuance and sale of the
Bonds and the satisfaction of the conditions precedent contained in paragraph 4(b)
below, the City shall apply the proceeds of the Bonds in the manner described in
Schedule 1 hereto.

3. Additional Financial Support. Additional financial support shall be
provided to Shands Jacksonville as follows: (i) $5 million from the University of Florida,
in accordance with a letter from the University of Florida to the parties hereto, a copy of
which is attached as Exhibit A hereto, to be provided and utilized in the manner
described in Schedule 1 hereto, (i) $15 million from the College of Medicine, in
accordance with a letter from the College of Medicine to the parties hereto, a copy of
which is attached as Exhibit B hereto, to be provided and utilized in the manner
described in Schedule 1 hereto, (iii) approximately $9,385,401 from the State of Florida,

3



which will be used for capital expenditures and otherwise subject to the requirements set
forth in Item 222 of the 2002 Legislative Budget Conference Report on House Bill 27E,
as farther described in Schedule 1 hereto, (iv) financial concessions from Sumitomo, to
the extent and pursuant to documentation reasonably satisfactory to Shands Jacksonville,
and (v) rearrangement of Ambac credit support and temporary covenant relief from
Ambac and Sumitomo (or its successor), both to the extent and pursuant to
documentation reasonably satisfactory to Shands Jacksonville.

4. Conditions Precedent to Financial Support.

(® Shands HealthCare shall begin providing the financial support
required of it over a five year period pursuant 1o paragraph 1 hereof upon:

6 Execution and delivery of this Agreement by the other
parties hereto; and

(i) The adoption by the City Council of an ordinance
authorizing issuance of the Bonds and the issuance and sale of the Bonds; and

(iiiy The agreement of all holders of the senior long-term
secured debt of Shands Jacksonville (or the credit enhancers thereof, but
excluding the holders of the MMC Bonds) (collectively, “Shands Jacksonville’s
creditors™) to provide principal forgiveness, waivers, forbearances or other
concessions requested by Shands Jacksonville, pursuant to documents
satisfactory to each of Shands Jacksonville and Shands HealthCare in their sole
discretion.

(b) The City shall provide the financial support required of it in each
fiscal year pursuant to paragraph 2 hereof upon:

6] Execution and delivery of this Agreement by the other
parties hereto; and

(i) The adoption by the City Council of ‘an ordinance
authorizing the issuance of the Bonds and the issuance and sale of the Bonds;
and

(ili) Shands HealthCare providing the financial support
required of it for such fiscal year as provided in Schedule 1 hereto; and

(iv)  The satisfaction or waiver in writing by Shands HealthCare
of the condition precedent to its obligations set forth in paragraph 4(a)(iii) above;
and

(v)  The delivery by Shands Jacksonville to the City Treasurer
of an officer’s certificate certifying that (a) Shands Jacksonville has not received -

4



a notice of acceleration from any of Shands Jacksonville’s creditors and (b) either
there will be no continuing event of default under the documents evidencing
indebtedness to Shands Jacksonville’s creditors’ immediately afier the City
provides its scheduled support, or Shands Jacksonville’s creditors have waived or
agreed to forebear the right to exercise remedies in respect of any such events of
default that do exist.

5. Use of Funds.

(a)  The parties shall apply the funds provided pursuant hereto in the
manner described in Schedule 1 hereto. In utilizing such funds, Shands Jacksonville shall
make capital expenditures (i) in an amount of at least $9.3 million in the fiscal year
ending June 30, 2003, and (ii) in an aggregate amount of at least $100 million between
the date hereof and June 30, 2008; provided that, in no event shall Shands Jacksonvilie
make capital expenditures totaling less than $12 million per year in each of the five fiscal
years ending on or between June 30, 2004, and June 30, 2008. o

(b) Shands Jacksonville shall provide the City Treasurer with quarterly
financial statements within 60 days afler the end of each calendar quarter, annual audited
financial statements within 120 days after the end of each fiscal year, and Cambio
progress reports at the same time and in the same manner as they are provided to its
senior secured creditors, but no less frequently than quarterly. Shands Jacksonville shall
submit any proposed changes to the expenditure plan contained in Schedule 1 hereto to
the City Treasurer for approval, and no such changes shall be made without obtaining the
City Treasurer and Council Auditor prior approval. :

6. Board Membership; Corporate Structure.

(a) Shands HealthCare, STH or Shands Jacksonville, as applicable,
shall provide the Mayor of the City with the right to nominate one individual (who need
not be the same individual with respect to Shands Jacksonville and each Parent (as

defined herein)) for appointment to the respective Boards of Directors of Shands.

Jacksonville and any corporation (i) that directly or indirectly controls Shands
Jacksonville and (i) with whom Shands Jacksonville’s audited financial statements are
required to be consolidated in accordance with generally accepted accounting principles,
consistently applied (each, a “Parent”). Shands Jacksonville’s and any Parent’s
obligations to appoint the Mayor’s nominee to their Boards shall be subject to Shands
HealthCare Board requirements relating to residency in the State of Florida, conflicts of
interest and appointment procedures specified in Florida Statutes, Section 240.513. The
Mayor’s right to nominate a Board member of these corporations shall terminate, except
with respect to Shands Jacksonville, in the event that the City Lease or the Indigent Care
Agreement is terminated or expires.

) On or before June 30, 2003, Shands HealthCare shall cause there
to be in place a Parent so that Shands HealthCare’s audited financial statements are

.-d‘é



required to be consolidated with those of Shands Jacksonville in accordance with
generally accepted accounting principles, consistently applied.

7. Assignment. No party hereto shall have the right to assign its rights or
obligations under this Agreement without the prior written consent of all other parties
hereto, whether voluntarily, by operation of law or otherwise, and any purported
assignment without such consent shall be null and void and of no force or effect.

8. Parties In Interest. This Agreement shall be binding upon and inure
solely to the benefit of the parties hereto and their permitted successors and assigns, and
nothing in this Agreement, express or implied, is intended to or shall confer upon MMC,
Shands Jacksonville's creditors, MMC's creditors, or any other person or entity (except
the parties hereto) any rights, benefits or remedies as a third-party beneficiary or of any
other nature whatsoever.

9. Construction. This Agreement shall be governed by and construed in
accordance with the laws of the State of Florida. The parties acknowledge and agree that
each party and its counsel have reviewed and negotiated the terms and provisions of this
Agreement and contributed to its revision; the rule of construction to the effect that any
ambiguities are resolved against the drafting party shall not be employed in the
interpretation of this Agreement; and the terms and provisions of this Agreement shall be

construed fairly as to all parties and not in favor of or against any party, regardless of
which party was generally responsible for the preparation of this Agreement.

10.  Captions. The captions in this Agreement are for convenience of
reference only and in no way define, Jimit or describe the scope or intent of this
Agreement or affect its interpretation.

11. Counterparts. This Agreement may be executed In two or more
counterparts, each of which shall be an original, but all of which taken together shall
constitute one and the same agreement.

12. Entire Agreement. This Agreement embodies the entire understanding
and agreement between the parties hereto with respect to the subject matter hereof and
supersedes all prior oral or written agreements and understandings related to the subject
matter hereof. This Agreement cannot be amended or modified except by an agreement
in writing signed by both of the parties.

."‘4
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IN WITNESS WHEREQOF, the undersigned have executed and delivered this
Agreement as of the date written above.

CITY OF JACKSONVILLE, FLORIDA

By T~
Jobn A. Delaney
Mayor

‘ 4/ SHANDS TEACHING HOSPITAL AND
CLINICS, INC.
(L4 T

Corpbration Secretary k4 — ,
City of Jacksonville ey a/fz/ /}/%%‘4:‘
Timothy M. Goldfarb / ~
CEO

SHANDS JACKSONVILLE
HEALTHCARE, INC.

By \m ~ ﬁ 24” '/ .
William J. Ryan
Interim Vice President, Chief Financial

Officer & Treasurer

SHANDS JACKSONVILLE MEDICAL
CENTER, INC.

By /ﬁ%/r/&j /2/,;//&/

William J. Ryan é/ é/
Interim Vice President, Chiéf Financial

Officer & Treasurer

392004.6
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Schedule 1

Sources and Uses & Timing of Funds
(8 in Millions) ’

QOverview of the Shands HealthCare Support

TV 2p01  FY 2004 FY 2005 FY 2006 FY 2007 Total

~ Loan Forgiveness (approx.) $8.0 $8.0
General Support® ‘ 3150 3150 $30.0
Capital Support** $3.0 $3.0 $3.0 $30  $12.0
$23.0 $18.0 $3.0 $3.0 $3.0 3500

Note:

* General Support funds shall be used to reduce the amount of MMC Bonds outstanding, repay 2
portion of the SunTrust Line of Credit or acquire new capital assets. The final allocation of funds
among these potential applications will be based on the relative benefit obtained through negotiations
with creditors and subject to the joint approval of Shands HealthCare’s Chief Financial Officer and
the City Treasurer and Council Auditor. ’

** If the actual dollar value of any outstanding loans forgiven by Shands HealthCare 1s different from
the estimate of $8M shown above, the difference will be added to or subtracted from the FY 2007
Capital Support commitment to ensure the total Shands HealthCare commitment equals $50M.

Overview of the City of Jacksonville Support

Fy 2003 FY2004 FY2005 FY2006 FY 2007 Total

General Support* $42.0 $28.0 ‘ . $70.0

342.0 $28.0 300 30.0 30.0 $70.0

Note:

* General Support funds shall be used to repay all or a portion of the SunTrust Line of Credit, reduce
the Sumitorno enhanced debt or acquire new capital assets. The final allocation of funds among these
potential applications will be based on the relative benefit obtained through negotiations with Shands
Jacksonville's creditors and subject to the joint approval of Shands HealthCare’s Chief Financial
Officer and the City Treasurer and Council Auditor. All references to fiscal years shall mean Shands
Jacksenville's fiscal years, which end on June 30. :




Schedule 1

Sources and Uses & Timing of Funds
(§ in Millions)

Overview of the Collece of Medicine Support

FY 2003 FY2004 FY2005 FY2006 FY2007 KFY2008 FY 2009 Total

Loan Forgiveness* 325 325
Support** $0.5 $1.5 $2.0 32,5 $2.5 $2.5 $1.0 3125

$3.0 $1.5 $2.0 $2.5 32.5 $2.5 $1.0 8150
Note:

¥ If the actual dollar value of any outstanding loans forgiven by the College of Medicine is different
from the estimate of $2.5M shown above, the difference will be added to or subtracted from the FY
2004 Support commitment to ensure the College of Medicine’s aggregate commitment equals $15.0M.

*#* In addition to a forgiveness of $2.5M in loans, the College of Medicine would provide Support of
$12.5M over seven years. The Support is scheduled so as to provide the College of Medicine an
opportunity to restructure its activities and generate sufficient revenues to provide this Support.

Overview of the University of Florida Support

FY 2003 FY2004 FY2005 FY2006 FY 2007 FY 2008 Total

Unrestricted Support* $0.0 31.0 31.0 $1.0 $1.0 31.0 35.0

30.0 31.0 31.0 $1.0 $1.0 $1.0 $5.0

Note:

* The unrestricted Support from the University of Florida could be used for either working capital or
the acquisition of capital equipment. This Support would be spread evenly over five years beginning
in FY 2004 and continuing through FY 2008.

State of Florida Support

FY 2003 FY 2004 FY2005 FY2006 KY2007 FY 2008  Total

Support* $9.3 $9.3

39.3 50.0 $0.0 30.0 30.0 30.0 $9.3

Note:

* The support by the State of Florida will be spent on purchases of capital equipment during FY 2003
approved by the State of Florida. This support is conditional upon the State of Florida’s approval and
on the following three events: the delivery of an operating budget for FY 2003; the delivery of a plan
for the use of the State of Florida’s support; and a matching contribution from Shands HealthCare and
the City of at least $18.6M in the aggregale.

00395459.2
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2 UNIVERSITY OF

®9F1L.ORIDA

Exhibit A

Charles E. Young
President

September 16, 2002

Shands Jacksonville Medical Center, Inc. ‘
655 West Eighth Street
Jacksonville, Florida 32209

Shands Teaching Hospital and Clinics, Inc.
1600 SW Archer Road
Gainesville, Florida 32610

City of Jacksonville
117 West Duval Street, Suite 480
Jacksonville, Florida 32202

226 Tigert Hall
PG Box 113150

Gainesville, FL 32611-3150

(352) 392-1311

RE:  Shands Jacksonville Medical Center, Inc.

Dear Sirs:

In recognition of Shands Jacksonville Medical Center, Inc.’s support of the teaching programs of the
University of Florida, this letter confirms the commitment of the University of Florida to provide a total
of $5 million to Shands Jacksonville Medical Center, Inc. for uses consistent with its purposes as a tax-
exempt organization, during the period from July 1, 2003 through June 30, 2008. The University of .
Florida will provide $1 million, upon receipt of invoice, in each of the five fiscal years commencing with

the year beginning on July 1, 2003.

This commitment is contingent on the execution of the
addressees and on the City of Jacksonville fulfilling its

Sincerely yours,

AW

Charles E. Young

Shands Jacksonville Funding Agreement by the
obligations under that agreement.

D



Exhibit B

3 %NIVERSITY OF
Dean, College of Medicine : PO Box 100215
Folke H. Peterson/Dean's Distinguished Professor ‘ Gainesville, Florida 32610-0215
: Phone (352) 846-2473
September 16, 2002 Fax (352) 846-3259

Shands Jacksonville Medical Center, Inc.
655 West Eighth Street
Jacksonville, Florida 32209

Shands Teaching Hospital and Clinics, Inc.
1600 SW Archer Road
Gainesville, Florida 32610 -

e

City of Jacksonville
117 West Duval Street, Suite 480
Jacksonville, Florida 32202

RE: Shands Jacksonville Medical Center, Inc.
Dear Sirs:

In recognition of Shands Jacksonville Medical Center, Inc.’s support of the teaching programs of
the University of Florida College of Medicine, this letter confirms the commitment of the
University of Florida College of Medicine to provide $15 million to Shands Jacksonville
Medical Center, Inc., for uses consistent with its purposes as a tax-exempt organization, during
the period from the date of this letter through June 30, 2009, as outlined in Schedule 1, Shands
Jacksonville Funding Agreement, attached hereto, upon receipt of invoice.

This commitment is contingent on the execution of the Shands J acksonville Funding Agreement
by the addressees and on the City of J acksonville fulfilling its obligations under that agreement.

Sincerely, /—\

L. Coe . O )
C. Craig Tisher, MD

Dean, College of Medicine

Folke H. Peterson/Dean’s Distinguished Professor

CCT/heb
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