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[bookmark: _Hlk527538595]April 27, 2026

Praveen Mekala 
Chief Financial Officer 
Lahey Hospital and Medical Center 
41 Burlington Mall Road 
Burlington, MA 01805

Dear Praveen:

[bookmark: _Hlk22279446][bookmark: _Hlk21453432]We have performed an analysis of the financial projections prepared by Lahey Hospital and Medical Center ("Lahey Hospital"), a subdivision of Beth Israel Lahey Health, Inc. (the “Applicant”), detailing the projected operations of the construction of a new inpatient unit with 36 medical/surgical beds and eight observation beds in its progressive care unit ("PCU") at Lahey Hospital's main campus in Burlington, MA ("PCU Bed Expansion"); the construction of one new mobile cardiac catheterization/electrophysiology procedure laboratory at Lahey Hospital's main campus in Burlington, MA ("Mobile Cath Lab"); and the acquisition of one new computed tomography ("CT") unit at Lahey Hospital's satellite, Lahey Medical Center, in Peabody, MA ("CT Unit") (collectively, the “Project”). This report details our analysis and findings with regards to the reasonableness of assumptions used in the preparation and feasibility of the projected financial information of the Project as prepared by the management of Lahey Hospital and Medical Center (“Management”). This report is to be included by the Applicant in its Determination of Need (“DON”) application, (see Factor 4(a) of the DON) and should not be distributed or relied upon for any other purpose.

Executive Summary

The scope of our analysis was limited to the five-year financial projections for the fiscal years ending September 30, 2027 through September 30, 2031 (the “Projections”) prepared by Management, and the related supporting documentation provided by Management.  The purpose is to assess the reasonableness of assumptions used in the preparation and feasibility of the projections with regards to the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital. 

The Project is expected to have positive overall cash flows (see section V of this report). We determined that the projections were not likely to result in a scenario where there are insufficient funds available for the ongoing operating costs of the Project at Lahey Hospital. It is not anticipated that the Applicant will require any financing associated with this Project. It is our conclusion that the projections are financially feasible and within the financial capability of the Applicant as detailed below.

Relevant Background Information

Refer to Factor 1 of the DON application for a description of the scope of the Applicant, as well as the overall description and rationale for the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center. 
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Scope of Report

The scope of this report is limited to an analysis of the five-year financial projections prepared by Management and the supporting documentation in order to assess the reasonableness of assumptions used in the preparation and feasibility of the projections with regards to the Project.  Our analysis of the projections and conclusions contained within this report are based upon our detailed review of all relevant information (see section IV of this report). We gained an understanding through our review of the information provided by Management, as well as a review of the DON application.

Reasonableness is defined within the context of this report as supportable and proper, given the underlying information.  Feasibility is defined as based on the assumptions used, the plan is not likely to result in insufficient funds available for capital and ongoing operating costs necessary to support the proposed project without negative impacts or consequences to the Applicant’s existing patient panel. 

This report is based upon historical and prospective financial information provided to us by Management.  If Meyers Brothers Kalicka, P.C. had audited the underlying data, matters may have come to our attention that would have resulted in our using amounts that differ from those provided.  Accordingly, we do not express an opinion or any other assurances on the underlying data presented or relied upon in this report.  We do not provide assurance on the achievability of the results forecasted by Management because events and circumstances frequently do not occur as expected, and the achievement of the forecasted results is dependent on the actions, plans, and assumptions of Management.  We reserve the right to update our analysis, if we are provided with additional information.

Primary Sources of Information Utilized

In formulating our opinions and conclusions contained in this report, we obtained and reviewed various documents supplied by Management. The documents and information we reviewed and relied on are noted below and/or referenced in this report: 
[bookmark: _Hlk93502841]
· Historical revenue and expenses of inpatient medical and surgical cases performed at Lahey Hospital and Medical Center for the nine months ended June 30, 2025.

· Historical revenue and expenses of medical and surgical transfer cases performed by Beth Israel Lahey Health, Inc. for the year ended September 30, 2024. 

· Historical revenue and expenses of observation cases performed in the progressive care units at Beth Isreal Lahey Health, Inc. for the year ended September 30, 2025.

· Historical revenue and expenses of outpatient cases in the electrophysiology ("EP") and cardiac catheterization ("cath") service line of Lahey Hospital and Medical Center for the six months ended March 31, 2025. 

· Historical outpatient volume, revenue and expenses for three existing CT departments at Lahey Hospital and Medical Center for the six months ended March 31, 2025.

· Beth Israel Lahey Health, Inc. and Affiliates audited consolidated financial statements as of and for the years ended September 30, 2025 and September 30, 2024. 

· Projected medical, surgical, EP, cath and CT volume for the fiscal years ending September 30, 2027, 2028, 2029, 2030, and 2031. 

· Projected revenue and expenses for the Project for the fiscal years ending September 30, 2027, 2028, 2029, 2030, and 2031.
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	IV.	Primary Sources of Information Utilized

· Projected statements of cash flows from operations for the Project for the fiscal years ending September 30, 2027, 2028, 2029, 2030, and 2031.

· Modular Devices contractor proposal for the five-year lease of the mobile cardiac catheterization lab, including the fair market value of the lease of $6,620,000. 

· Siemens Medical Solutions USA, Inc. contract for the CT scanner for $2,000,000. 

· Siemens Medical Solutions USA, Inc. five-year service agreement for the CT scanner. 

· Approximately $37,471,000 of third-party proposals for construction costs, architectural costs and development costs.

· Approximately $40,803,000 of total project costs included in the Application are based on estimates made by Management based on historical experience with similar projects and current economic factors.

· DON Application Instructions dated July 2023.

· DON Narrative draft provided February 20, 2026 and updated draft provided April 22, 2026.

· DON Application Form. 

· Total project costs of the Applicant are made up of the following: 

	n/a
	n/a
	Capital Expenditures
	n/a
	Other Project Costs
	n/a
	
Total

	Land costs  
	$
	10,000
	$
	-
	$
	10,000

	Building acquisition cost *
	n/a
	6,620,000
	n/a
	-
	n/a
	6,620,000

	Construction costs
	n/a
	60,954,956
	n/a
	-
	n/a
	60,954,956

	Fixed equipment 
	n/a
	2,000,000
	n/a
	-
	n/a
	2,000,000

	Architectural costs 
	n/a
	2,521,200
	n/a
	-
	n/a
	2,521,200

	Development costs 
	n/a
	7,414,450
	n/a
	-
	n/a
	7,414,450

	Major movable equipment
	n/a
	-
	n/a
	7,373,000
	n/a
	7,373,000

	Total project costs
	$
	79,520,606
	$
	7,373,000
	$
	86,893,606



* The building acquisition cost of $6,620,000 represents the fair market value of the lease for the mobile cath lab. This amount is excluded from depreciation expense in the following projections and is instead recognized as annual rent expense for the mobile cath lab of $1,542,000. 

Total project costs are broken down by project as follows:

	n/a
	n/a
	Capital Expenditures
	n/a
	Other Project Costs
	n/a
	
Total

	PCU Bed Expansion 
	$
	65,414,908
	$
	6,650,000
	$
	72,064,908

	Mobile Cath Lab  
	n/a
	9,792,480
	n/a
	611,000
	n/a
	10,403,480

	CT Unit
	n/a
	4,313,218
	n/a
	112,000
	n/a
	4,425,218

	Total project costs 
	$
	79,520,606
	$
	7,373,000
	$
	86,893,606





Review of the Projections 

This section of the report summarizes our review of the reasonableness of the assumptions used and feasibility of the projections.  The tables that follow summarize the projected results of the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center.

Revenues - PCU Bed Expansion  
We have reviewed and analyzed the net operating revenues in the historical and projected financial information. The volume disclosed in the table below represents the number of patients seen in a fiscal year for inpatient medical/surgical cases and transfer cases (collectively, inpatient cases) and observation cases, and the total work relative value unit for the projected inpatient cases. The work relative value unit represents billings for services performed by the providers at Lahey Hospital during a patient's stay and is projected at approximately 3,250 units per provider. The work relative value unit is expected to increase proportionally with the increase in inpatient cases during the years ending September 30, 2028 through September 30, 2031. The inpatient case volume in the year ending September 30, 2027 assumes the unit will be operating at an average of 85% of capacity during the fiscal year. Management estimated a ramp up period for the first five months of the year ending September 30, 2027 and assumes the unit will be operating at full occupancy in months six through twelve. Management projected inpatient volume to increase 2% annually from full occupancy of 1,534 cases in the years ending September 30, 2028 through September 30, 2031. Additional cases can be achieved based on changes in Lahey Hospital's average length of stay. 

The PCU Bed Expansion will include the addition of 36 inpatient beds and 8 observation beds. The net revenue disclosed in the table below is based on the utilization of 26 out of the 36 inpatient beds. Management assumes an average of ten beds will be filled by an overflow of existing patients, therefore the net incremental revenue is calculated using only 26 beds. Management assumes the observation beds will be at full occupancy in the years ending December 31, 2027 through December 31, 2031. 

Gross revenue in the year ending September 30, 2027 is projected at approximately $63,946 per inpatient case, $20,413 per observation case and $58 per work relative value unit, which is consistent with the historical results of relative cases performed at Lahey Hospital and Medical Center and Beth Israel Lahey Health, Inc. Management has projected gross revenue per case to increase between 2% and 5% annually for the fiscal years ending September 30, 2028 through September 30, 2031. Contractual allowances are calculated at 61% of gross revenue per case in the year ending September 30, 2027 and the allowance is estimated to increase annually to 62% in the year ending September 30, 2031. This results in an annual increase in net revenue per case of 1% to 2.5% for the years ending September 30, 2028 through September 30, 2031. 

The table below provides a summary of some of the key information for the projected incremental volume and revenues by year for the PCU Bed Expansion (fiscal year September): 

	

Category
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	Inpatient medical/surgical cases
	998
	1,197
	1,221
	1,245
	1,270

	Transfer cases 
	306
	367
	375
	382
	390

	Total inpatient cases
	1,304
	1,564
	1,596
	1,627
	1,660

	Observation cases
	2,631
	2,631
	2,631
	2,631
	2,631

	Work relative value unit 
	11,059
	13,260
	13,524
	13,796
	14,071

	Total volume
	14,994
	17,455
	17,751
	18,054
	18,362

	Gross revenue 
	$137,765,210
	$ 160,588,102
	$ 169,172,443
	$ 178,309,434
	$ 188,037,157

	Contractual allowance
	(83,656,770)
	(96,979,495)
	(103,032,957)
	(109,531,263)
	(116,507,738)

	Total revenue, net
	$  54,108,440
	$   63,608,607
	$   66,139,486
	$  68,778,171
	$  71,529,419

	Net revenue per case 
	$           3,609
	$            3,644
	$            3,726
	$           3,810
	$           3,895







V.	Review of the Projections (continued)

Revenues - Mobile Cath Lab  
We have reviewed and analyzed the net operating revenues in the historical and projected financial information. Management assumes the Mobile Cath Lab will be operating at full capacity for the years ending September 30, 2027 through September 30, 2031 based on current market demand. Management has projected net revenue per case to increase 2% annually for the fiscal years ending September 30, 2027 through September 30, 2031. The annual increase in net revenue per case is reflected through an annual increase in the projected reimbursement rate of 2% (i.e. decrease in the contractual allowance) rather than an annual increase in gross revenue. Gross revenue in the years ending September 30, 2027 through September 30, 2031 remains consistent at $56,587 per case for EP volume and $23,820 per case for cath volume, which is consistent with the historical results of outpatient cases in the electrophysiology and cardiac catheterization service line of Lahey Hospital and Medical Center for the six months ended March 31, 2025. The reimbursement rate ranges from approximately 32% of gross revenue in the year ending September 30, 2027 to approximately 35% of gross revenue in the year ending September 30, 2031, which is consistent with historical results.

The table below provides a summary of some of the key information for the projected incremental volume and revenues by year for the Mobile Cath Lab (fiscal year September): 

	

Category
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	EP volume
	340
	340
	340
	340
	340

	Cath volume 
	309
	309
	309
	309
	309

	Total volume
	649
	649
	649
	649
	649

	Gross revenue 
	$  26,599,960
	$    26,599,960
	$    26,599,960
	$    26,599,960
	$  26,599,960

	Contractual allowance
	(18,080,551)
	(17,910,163)
	(17,736,367)
	(17,559,095)
	(17,378,278)

	Total revenue, net
	$    8,519,409
	$      8,689,797
	$      8,863,593
	$      9,040,865
	$   9,221,682

	Net revenue per case 
	$         13,127
	$           13,390
	$           13,657
	$           13,930
	$        14,209



Revenues - CT Unit 
We have reviewed and analyzed the net operating revenues in the historical and projected financial information. Management assumes the CT Unit will be operating at full capacity for the years ending September 30, 2027 through September 30, 2031 based on current market demand. Management has projected net revenue per case to increase 2% annually for the fiscal years ending September 30, 2027 through September 30, 2031. The annual increase in net revenue per case is reflected through an annual increase in the projected reimbursement rate of 2% (i.e. decrease in the contractual allowance) rather than an annual increase in gross revenue. Gross revenue in the years ending September 30, 2027 through September 30, 2031 remains consistent at approximately $2,341 per case, which is consistent with the historical results of the three existing CT units at Lahey Hospital and Medical Center for the six months ended March 31, 2025. The reimbursement rate ranges from approximately 20% of gross revenue in the year ending September 30, 2027 to approximately 22% of gross revenue in the year ending September 30, 2031, which is consistent with historical results.





V.	Review of the Projections (continued)

Revenues - CT Unit (continued)
The table below provides a summary of some of the key information for the projected incremental volume and revenues by year for the CT Unit (fiscal year September): 

	

Category
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	Cases
	9,200
	9,200
	9,200
	9,200
	9,200

	Gross revenue 
	$  21,534,308
	$   21,534,308
	$   21,534,308
	$   21,534,308
	$   21,534,308

	Contractual allowance
	(17,249,298)
	(17,163,598)
	(17,076,184)
	(16,987,021)
	(16,896,075)

	Total revenue, net
	$    4,285,010
	$     4,370,710
	$     4,458,124
	$     4,547,287
	$     4,638,233

	Net revenue per case 
	$              466
	$               475
	$               485
	$               494
	$               504



We analyzed the projected/pro-forma incremental net revenue for the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center for the fiscal years ending September 30, 2027 through September 30, 2031 in relation to historical data to assess the reasonableness of the projected/pro-forma statements. Based on our analysis, the revenue projected by Management is a reasonable estimation and conservative.

Expenses - PCU Bed Expansion 
We analyzed each of the categorized expenses for reasonableness and feasibility as it relates to the projected revenue. The table below provides a summary of some of the key information for the projected expenses by year for the PCU Bed Expansion (fiscal year September): 

	

Expenses
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	Salaries and wages (1)
	$     11,883,912
	$     12,216,348
	$     12,558,275
	$     12,909,969
	$    13,271,713

	Fringe benefits (2)
	3,514,879
	3,612,857
	3,713,628
	3,817,270
	3,923,866

	Contract labor (3)
	2,000,000
	1,000,000
	500,000
	250,000
	250,000

	Other variable direct costs (4)
	10,653,269
	12,605,080
	13,300,458
	13,763,649
	14,246,616

	Depreciation (5)
	3,935,745
	3,935,745
	3,935,745
	3,935,745
	3,935,745

	Total Expenses
	$    31,987,805 
	$     33,370,030
	$     34,008,106
	$     34,676,633
	$     35,627,940



(1) Salaries and wages for the year ending September 30, 2027 are based on an estimate of 99 full-time equivalents ("FTEs"), including four providers. Management has assumed the hourly rates for these employees will range from $26.69 to $140.20, with an average hourly rate of $57.81 per FTE. Projected salaries and wages are based on historical hourly rates for these positions at Lahey Hospital and Medical Center. Management assumes a cost of living adjustment annually between 2% and 3% for the years ending September 30, 2028 through September 30, 2031. The number of FTEs is expected to remain consistent for the years ending September 30, 2028 through September 30, 2031 as the number of FTEs in the year ending September 30, 2027 were projected by Management assuming coverage of 36 beds, which is more than the projected utilization of 26 beds.  

(2) Management has estimated the projected fringe benefits at approximately 31% of salaries and wages for all employees, except for providers which is estimated at 16% of salaries and wages, for the years ending September 30, 2027 through September 30, 2031. These expenses include health insurance, disability, retirement, workers compensation, FICA, and other fringe benefits received through employment. 

(3) Management estimated $2,000,000 of contract labor in the year ending September 30, 2027. Costs for contract labor would be incurred if Lahey Hospital uses an agency to outsource registered nurses. Management has assumed contract labor will decrease by 50% annually for the years ending September 30, 2028 through September 30, 2030, and remain consistent at $250,000 in the year ending September 30, 2031, as registered nurses would be included in salaries and wages.  





V.	Review of the Projections (continued)

Expenses - PCU Bed Expansion (continued)

(4) Other variable direct costs are calculated at approximately $5,041 per case for inpatient medical/surgical volume, approximately $7,633 per case for transfer volume and approximately $1,248 per case for observation volume, which is consistent with the historical results of relative cases performed at Lahey Hospital and Medical Center and Beth Israel Lahey Health, Inc. Other variable direct costs include drugs, implants, medical supplies, purchased services and equipment and facility maintenance costs. Management assumes an approximate 4% inflation adjustment annually for the years ending September 30, 2028 through September 30, 2031. 

(5) Estimated construction costs of $65,414,908 and furniture, fixtures and equipment costs (other project costs) of $6,650,000 will be capitalized and depreciated on a straight-line basis over 20 years and 10 years, respectively, beginning in the year ending September 30, 2027. 

Expenses - Mobile Cath Lab  
We analyzed each of the categorized expenses for reasonableness and feasibility as it relates to the projected revenue. The table below provides a summary of some of the key information for the projected expenses by year for the Mobile Cath Lab (fiscal year September): 

	

Expenses
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	Salaries and wages (1)
	$     888,326
	$        914,976
	$        942,425
	$        970,698
	$        999,819

	Fringe benefits (2)
	275,381
	283,643
	292,152
	300,916
	309,944

	Rent expense (3)
	1,542,000
	1,542,000
	1,542,000
	1,542,000
	1,542,000

	Repairs and maintenance (4)
	125,000
	-
	-
	-
	-

	Other variable direct costs (5)
	4,279,422
	4,429,202
	4,584,224
	4,744,672
	4,910,736

	Depreciation (6)
	756,696
	756,696
	756,696
	756,696
	756,696

	Total Expenses
	$  7,866,825  
	$     7,926,517
	$     8,117,497
	$     8,314,982
	$     8,519,195



(1) Salaries and wages for the year ending September 30, 2027 are based on an estimate of six full-time equivalents ("FTEs"), including registered nurses and technicians. Management has assumed the hourly rates for these employees will range from $62.98 for technicians to $75.28 for registered nurses. Projected salaries and wages are based on historical hourly rates for these positions at Lahey Hospital and Medical Center. Management assumes a 3% cost of living adjustment annually for the years ending September 30, 2028 through September 30, 2031. The number of FTEs is expected to remain consistent for the years ending September 30, 2028 through September 30, 2031 as volume remains consistent.  

(2) Management has estimated the projected fringe benefits at approximately 31% of salaries and wages for the years ending September 30, 2027 through September 30, 2031. These expenses include health insurance, disability, retirement, workers compensation, FICA, and other fringe benefits received through employment. 

(3) Lahey Hospital and Medical Center will be leasing the mobile cath lab under a five-year lease agreement. Rent expense per the proposed lease is $128,500 per month or $1,542,000 annually, beginning in the year ending September 30, 2027. The fair market value of the lease is included in the project costs of the Applicant. 

(4) The contractor proposal for the five-year lease of the mobile cath lab includes a delivery fee of $100,000 and a commissioning fee of $25,000, which will be due in the year ending September 30, 2027. 




V.	Review of the Projections (continued)

Expenses - Mobile Cath Lab (continued)

(5) Other variable direct costs are calculated at approximately $9,721 per case for EP volume and approximately $3,153 per case for cath volume, which is consistent with the historical results of outpatient cases in the electrophysiology and cardiac catheterization service line of Lahey Hospital and Medical Center for the six months ended March 31, 2025. Other variable direct costs include drugs, implants, medical supplies, purchased services and equipment and facility maintenance costs. Management assumes a 3.5% inflation adjustment annually for the years ending September 30, 2028 through September 30, 2031. 

(6) Estimated construction costs of $3,172,480 and furniture, fixtures and equipment costs (other project costs) of $611,000 will be capitalized and depreciated on a straight-line basis over five years, which is consistent with the term of the lease, beginning in the year ending September 30, 2027. 

Expenses - CT Unit 
We analyzed each of the categorized expenses for reasonableness and feasibility as it relates to the projected revenue. The table below provides a summary of some of the key information for the projected expenses by year for the CT Unit (fiscal year September): 

	

Expenses
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	Salaries and wages (1)
	$     536,640
	$     547,373
	$     558,320
	$     569,487
	$    580,876

	Fringe benefits (2)
	166,358
	169,686
	173,079
	176,541
	180,072

	Repairs and maintenance (3)
	-
	283,000
	283,000
	283,000
	283,000

	Other variable direct costs (4)
	574,902
	592,149
	609,914
	628,211
	647,057

	Depreciation (5)
	418,061
	418,061
	418,061
	418,061
	418,061

	[bookmark: _Hlk529539936]Total Expenses
	$ 1,695,961
	$     2,010,269
	$     2,042,374
	$     2,075,300
	$     2,109,066



(1) Salaries and wages for the year ending September 30, 2027 are based on an estimate of 4.3 full-time equivalents ("FTEs"), which are comprised of CT technologists. Management has assumed the hourly rates for these employees will be $60. Projected salaries and wages are based on historical hourly rates for this position at Lahey Hospital and Medical Center. Management assumes a 2% cost of living adjustment annually for the years ending September 30, 2028 through September 30, 2031. The number of FTEs is expected to remain consistent for the years ending September 30, 2028 through September 30, 2031 as volume remains consistent. 
 
(2) Management has estimated the projected fringe benefits at approximately 31% of salaries and wages for the years ending September 30, 2027 through September 30, 2031. These expenses include health insurance, disability, retirement, workers compensation, FICA, and other fringe benefits received through employment. 

(3) As part of the proposed service agreement, the CT scanner will be covered under warranty in the fiscal year ending September 30, 2027, then payments of $283,000 annually will be due in the fiscal years ending September 30, 2028 through September 30, 2031.

(4) Other variable direct costs are calculated at approximately $62.50 per case, which is consistent with the historical results of the three existing CT units at Lahey Hospital and Medical Center for the six months ended March 31, 2025. Other variable direct costs include drugs, medical supplies, purchased services and equipment and facility maintenance costs. Management assumes a 3% inflation adjustment annually for the years ending September 30, 2028 through September 30, 2031. 




V.	Review of the Projections (continued)

Expenses - CT Unit (continued)

(5) Estimated construction costs of $2,313,218, equipment costs of $2,100,000 (includes $100,000 of other project costs), and IT costs of $12,000 will be capitalized and depreciated on a straight-line basis over 20 years, 7 years and 5 years, respectively, beginning in the year ending September 30, 2027. 

We analyzed the projected/pro-forma expenses for the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center for the fiscal years ending September 30, 2027 through September 30, 2031 to assess the reasonableness of the pro-forma statements. Based on our analysis, the pro-forma total expenses projected by Management are a reasonable estimation and conservative. 

Net Income
The table below provides a summary of the net income by year (fiscal year September) for the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center:

	

Category
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	Revenues, net
	n/a
	n/a
	n/a
	n/a
	n/a

	PCU bed expansion
	$ 54,108,440
	$   63,608,607
	$   66,139,486
	$  68,778,171
	$  71,529,419

	Mobile cath lab 
	  8,519,409
	 8,689,797
	8,863,593
	9,040,865
	9,221,682

	CT unit
	  4,285,010
	 4,370,710
	4,458,124
	4,547,287
	4,638,233

	Total revenue, net 
	  66,912,859
	76,669,114
	79,461,203
	  82,366,323
	  85,389,334

	Expenses
	n/a
	n/a
	n/a
	n/a
	n/a

	PCU bed expansion
	31,987,805 
	33,370,030
	     34,008,106
	     34,676,633
	35,627,940

	Mobile cath lab 
	7,866,825  
	 7,926,517
	     8,117,497
	     8,314,982
	   8,519,195

	CT unit
	1,695,961  
	 2,010,269
	     2,042,374
	     2,075,300
	     2,109,066

	Total expenses 
	    41,550,591
	  43,306,816
	  44,167,977
	  45,066,915
	  46,256,201

	Net income 
	$ 25,362,268
	$  33,362,298
	$  35,293,226
	$  37,299,408
	$  39,133,133


	
Cash Flows
The table below provides a summary of cash flow by year (fiscal year September) for the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center: 

	

Category
	Projected/
pro-forma
2027
	Projected/
pro-forma
2028
	Projected/
pro-forma
2029
	Projected/
pro-forma
2030
	Projected/
pro-forma
2031

	Net income 
	$ 25,362,268
	$  33,362,298
	$     35,293,226
	$     37,299,408
	$   39,133,133

	Depreciation
	5,110,502
	5,110,502
	5,110,502
	5,110,502
	5,110,502

	CHI payment (1)
	(604,357)
	(604,357)
	(604,357)
	(604,357)
	(604,357)

	Cash, beginning of year (2) 
	-
	29,868,413
	67,736,856
	107,536,227
	149,341,780

	   Cash, end of year
	$   29,868,413
	$   67,736,856
	$   107,536,227
	$   149,341,780
	$ 192,981,058



(1) The Applicant is required to pay a 5% fee to the Commonwealth of Massachusetts based on total project costs of $79,520,606, which results in a community health initiative ("CHI") payment of $3,976,030. After the DON is approved, a payment equal to approximately 24% of the calculated CHI payment is due within 30 days. The remaining amount, including administrative fees and evaluation allowances, of approximately $3,022,000 will be due over a period of up to five years, with payments occurring during the years ending September 30, 2027 through September 30, 2031.  

(2) Management expects there will be no cash available at the beginning of the year ending September 30, 2027. There is no expected financing for the Project. The total capital expenditures for the Project of approximately $80,274,000 (excluding the building acquisition cost of $6,620,000) and the initial CHI payment of approximately $954,000 will be funded by available funds of the Applicant, which totaled approximately $306 billion based on Beth Israel Lahey Health, Inc. and Affiliates audited consolidated financial statements as of and for the year ended September 30, 2025.




V.	Review of the Projections (continued)

Based upon our discussion with Management and our review of the information provided, the capital needs and ongoing operating costs required for the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center are not likely to result in a scenario where there is negative cash flow over the five year projected period. The Applicant has the resources to fund the capital needs and ongoing operating costs of the Project at Lahey Hospital and Medical Center. 

Feasibility

We analyzed the projected operations, including volume of treatments, revenue and expenses for Lahey Hospital and Medical Center.  In performing our analysis, we considered multiple sources of information including historical and projected financial information.  It is important to note that the projections do not account for any anticipated changes in accounting and regulatory standards. These standards, which may have a material impact on individual future years, are not anticipated to have a material impact on the aggregate projections.

We determined that the projections were not likely to result in insufficient funds available for ongoing operating costs necessary to support the Project. Based upon our review of the projections and relevant supporting documentation, we determined the expansion of the PCU Bed Expansion, Mobile Cath Lab, and CT Unit projects at Lahey Hospital and Medical Center is financially feasible and within the financial capability of the Applicant.  
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