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BUSINESS PLAN 

The following is a summary version of the Business Plan prepared by Jackson Hea lth System (the 
" Hospital") to ascertain the desirability and viabi lity of the Swerd low Development Compan)', 

LLC's (the "Developer") proposed Civica Tower office complex (the " Project") as the primary 

home to the Hospital's administration and affiliated uses. Contained within, or attached to this 
plan are condensed versions of schedules and ana lyses prepared in order to create the Business 

Plan. 

History 

Hospita l staff began preliminary discussions with Swerdlow Group approx.imately e ighteen 

months ago. Heery International, Inc. ("Heery") had been engaged by the Hospita l several years 

earlier to prepare a new comprehensive Master Plan for the Hospital and the Health Distric.t. 

There were several conclusions that could be drawn from this planning process which led directly 

to the Hospita l's interest in the project 

I. Scarcity o/Clinical Space - The Hospital's primary objecti ve is to provide the 

highest quality health care to the c itizens of Miami-Dade County. With this 

primary objective in mind, it was apparent that all space suitable for cl inical 

space should be returned to its intended use. 

2. Scarcity of Land - The Hospital and County own or control very limited amoun ts 

of surplus land within the Hea lth District. Staff, including Phill Frye, a 

consultant to the Hospita l specializing in facilit ies, concluded that the limited 

amounts of surplus land shou ld be reserved for future expans ion of health care 

faci lities. 

3. Inefficiency and Cost of Decentralized Administrative Space - Whi le it is 

imposs ible to quantify the exact impact of this inefficiency in dollars, it is 

obv ious that having the admin istrative staff dispersed among numerous locations 

results in extreme operating ineffic iencies. Additionally, much of the existing 

administrative space is antiquated resulting in further cost inefficiencies. (A 

schedule of space proposed for relocation is attached hereto as Exhibit "A".) 

4. Limited Control of Operating Costs and Expansion Space - The Hospita l has 

experienced escalating operating costs at its "off campus" locations. Even wirh 

reasonably well negotiated lease documents, landlords continued to escalate 

operating expense reimbursables at rates that exceed industry standards. Parking 

is another area where costs fo r either the Hospital or its em ployees have been 

exceedingly difficult to control. In most cases, employees are forced to seek 

parking at off-site lots where operators are able to be opportunistic. (A schedule 

of the costs associated with the off-campus administrative locations is attached 

hereto as Exhibit "8".) 



The Developer had contracted to acquire the Day's Inn site on 14th Street, which was one 

of the last privately owned sites in the Hospital District. The Developer was in the midst 
of obta ining approvals fo r a 578,000 square foot office building and had commenced 
pre liminary discussions with a number of prospective tenants, both public and private. 

The discussions that were taking place with Hospital staff became more critical and 
fonnative as the results of the master plan studies were be ing analyzed. 

Goals a nd Objectives Identified 

As the discuss ion evolved, Staff communicated certain goals and objectives, which it believed 
were critical to the Project being favorably rece ived at both the Health Trust and the County 
Commission, to the Developer. The primary elements of these criteria were as follows: 

I. Maintain or Reduce Occupancy Cost ~ Due to current budget constraints at both the 

Hospital and the County, Staff detennined and communicated to the Developer (hat 
for the Project to be considered the occupancy cost for the administrative staff could 

not increase without consideration to increased operating efficiencies or intangible 
benefi ts. (Attached Exhibit "C" wi ll demonstrate how this objective was achieved.) 

2. Consolidate Administrative Functions of Hospi/al - The studies conducted identified 

approximately 280,000 square fee t of administrative space located both on and off 
campus. 150,000 square feet are located in various locations off campus with the 
maj ority being in downtown Miami. 123,000 square feet are located on campus in 

space that the Heery Master Plan identified as more suitable for clinical or support 

space. This decentralization creates inherent inefficiencies and cost, therefore, 
consolidating this space in a state-of-the-art fac ility is a primary objective. 

3. Create Flexibility for Future - Staff entered di scuss ions with the Developer with the 
view that the Project should provide a 30-50 year so lution to the administrative 

needs of the Hospital. As will be described in more detail later in this memorandum, 
the design and lease structure of the Project should provide the hospital with adequate 

expansion and contraction opportunities within reasonable time intervals. 

4. Enhance Image of Jackson Health System - While less tangible than the other goa ls 
and objectives described above, the increased visibility and quality of the new 

faci lities will heighten the stature of the Hospital within the community. Our belief is 
that this will enhance the Hospital's ability to achieve its operating objectives. 

Proposed Solutions 

Since StafT and the Developer began extensive negotiations more than a year ago, tremendous 

strides have been made towards formulating a transaction that achieves the goals and objectives 
outlined above. A brief summary of the proposed solutions (which are more thoroughly 

illustrated in the attached Exhibit "A") are as fo llows: 
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I. The Facility· The Developer, with considerable input from Staff, has designed a 

578,000 square foot state--of·the-art office building with 1,000 parking spaces that has 

been approved by the City of Miami. This is a significant accompl ishment as recent 

changes to the zoning code wi ll make the approval of a similar building much less 

like ly in the future. The major components of the building are as follows: 

Hospital Administrative Uses 

Medical Office Space including Hospital 

Owned Practices 

Conference Facilities and Restaurants 

Ground Level Retail 

280,000 sf 

250,000 sf 

27,000 sf 

21.000 sf 

578,000 sf 

2. Financial Structure and Cost - As the Developer and Staff began pricing the cost of 

construction and financing alternatives it became apparent that the current environment 

provides one of the most advantageous times to finance and construct a project of this 

magnitude. The Developer estimates that construction costs are down approximate ly 

30% from peak leve ls of several years ago and the largest component of the financing 

wi ll be provided by federal stimul us bonds with the most attractive rates in a favorab le 

interest rate environment. 

[n order to take advantage of these favorable conditions, a fonnula was designed to 

calculate the Hospital's base occupancy cost using the total verified cost of the Project 

and multiplying it by the rate required to service the bond financing. The Developer will 

guaranty a maximum cost with any savings be low the guaranteed price resulting in a 

benefit to the Hospital. The Developer will receive a 15% profit based on cost for taking 

the financial risk of acquiring the land, expend ing pre·development expenses, assuming 

the construction risk and providing its professional expertise. This profit level is 

considered modest by industry standards. 

The only variable outstanding in the calculation of base occupancy cost is the debt 

service rate on the bonds, which wil l not be precise until the bonds price at issuance. [n 

order to gain comfort that the Hospital' s occupancy cost would not exceed current levels, 

we calculated the debt service rate that resulted in an occupancy cost at current levels 

($22/sf weighted average per attached schedule). The resulting debt service rate is 6.3%. 

Extensive review of the transaction has been perfonned by Wells Fargo who has 

concluded that the debt service rate will likely fa ll well below the 6.3% threshold. Once 

again, all savings below that rate will result in a further decrease to the Hospital's 

occupancy cost. Additionally, in all of the Hospital's off-site locations real estate taxes 

are included in the operating reimbursements; that wi ll no longer be the case with the 

Hospital 's space being held in a tax exempt entity. Therefore, one may conclude that in 

almost any reasonable scenario, the proposed transaction wi ll result in a decrease in the 
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Hospital 's occupancy cost from current levels while further benefiting from increased 

operating efficiencies. (See attached Exhibit "C·~ for base occupancy cost calculation.) 

3. Revenue Sharing and Flexibility - As illustrated in the attached exh ibits, the 

maximum base occupancy cost under any nonnal conditions is $22 per square foot. The 

Hospital' s studies, and our experience as the major property owner in the area, indicate 

that the market rent for this space is $32-35 pe r square foot based on the location and 

quality oftbe Project. Add itionally, (here are significant revenue opportunities assoc iated 

with valet parking and signage. Furthennore. the ground floor retail, which is ideally 

suited for a drug storelphannacy. may be one of the most desirable locations in Miami­

Dade County. 

Staff and the Developer were able to des ign a structure whereby the Hospital could 

participate in the windfall revenues while limiting any potential shortfalls associated with 

unforeseeable vacant space. The Hospital and Miami-Dade County would be the master 

tenant and issuer of the bonds. This locks in the low financing cost which, in tum, will 

benefit the Hospital fo r the next 30 years. As the master tenant, the Hospital would have 

the ability to expand or contract the ir space as required. 

The Hospital and the Developer will sha re the bui lding revenue above the master tenant 

lease on a 50-50 basis. This includes rents collected from third party office space which 

exceeds $22 per square foot, signage, valet parking and potentially a profit sharing with 

an operator of the conference and catering fac ilities. Our conservative esti mate of the 

Hospital's share of th is revenue is approximate ly $2.5 million annually. (See attached 

schedu le as Exhibit "e".) 

Both the Hospital Staff and the Developer have surveyed the market extensively and are 

highly confident that there is adequate, if not excessive, demand from third parties for the 

250,000 square feet of office space not occupied by the Hospital. This demand can be 

attributed to fi ve major sources among many. These sources are as follows: 

• Jackson Health System: The Hospital has acquired, or partnered with, 

numerous medical practices over the past several years and this trend is 

expected to continue. Many will remain in the community while others will 

want to relocate to space near the Hospital to better serve the ir patients. 

• Doctors Located On Campus: Over the years physicians that have had 

internsh ip programs at the Hospital have remained on campus even though 

their practices have evolved beyond their original intent. Currently no revenue 

is being realized for these practices. The Hospital is creating an inventory of 

these spaces and will offer the tenants various opt ions, one of which is the 

relocation of the practice. These physicians may determine it is a benefit to 

remain on campus and re locate to Civica Tower. 

• Doctors Located at Cedars Medical Center: Physicians currently located at 

Cedars are being displaced as part of that fac ility's re-structuring. These 
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1 medica l practices are ideally suited for relocation to this proj ect. Additionally, 

University of Miami is active ly recru iting add itiona l practices to expand their 
system. 

• Florida International Univers ity Doctors: Fru is currently working with the 

hospital to expand their intern program on the campus. Physicians may require 

an additional presence near the hospital to house their support staff or expand 

their practice beyond the intern program. 

• Phannaceutical and Drug Compan ies: Our contacts in the pharmaceutical and 

drug industry have expressed a desire to have presence in the Health District. 

The benefits to them are obvious. (See attached graphic.) 

In the un foreseen event that leasing of th ird party space has not reached a leve l that fully 

supports the master lease. The Deve loper has agreed to fund shortfalls until such t ime as 

the space returns to profitability. Upon a return to profitability, the funds extended by the 

Developer will become a priority and afte r repayment the di stribution of profi ts will 

return to 50/50. Our analysis indicates that the third party space becomes profi table at 

50% occupancy. (See attached Exhibit "C"). 

Conclusion 

As outlined in this memorandum, staff and the deve loper have worked d iligently to structure a 

transaction that achieves the goals and objectives identified at the onset of these negotiat ions. In 

summary, our studies and analyses indicate that this transaction will have a significantly positive 

impact on the Hospital's bottom line in the near tenn whi le greatly enhanci ng the operating 

effic iency and profitability over the next 30 years. We strongly recommend that the Health Trust 

and MiamiMDade County Commiss ion continue to support our efforts in making th is project a 

reality that will benefi t the community for years to come. 
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Exhibit "e" 

Proposed Occupancy Costs 



1 

I 

Owner: Jackson Health System 

Total Square Feet 

Cost 
Financing Structure 

Facilities Bonds 
Tax Exempt Bonds 
Blended Rate 

Debt Carrying Cost PSF 

PROFORMA #1 
Floors 18-25 of Civica Towers 

Yield on Developer's Profit (15% margin on building cost @ 11 %rate) 

Jackson base occupancy cost fo r owning floors 18-25 of Civic a Towers 

NOTES; 

$ 

$ 
$ 

$ 

$ 

280,000 

77,760,000 

40,000,000 
37,760,000 

6.30% 

17.50 
4.50 

22.00 psf 

I Developer anticipates operating expenses to be $6.00 psf for floors 18-25, excluding real estate 
taxes. Jackson Health System is exempt from real estate taxes on thi s space. 

2 Jackson Health System has the right at any time to buy Developer out of this section of the 
building for a one-time fee of 15% of cost. 

3 $37,760,000 of tax exempt bonds will be financed through Wells Fargo. 

4 Any savings on the blended rate will go 100% as a reduction of Jackson Health System's 
overall occupancy cost for owning this portion of the building. 



PROFORMAN2 
Floors 1I-1 7of Civlca Towers 

@ 95" 

Owner: Swerdlow Development Company 

Master Leasee: Jackson Health System for Third-party Space 

Sub-leases: 
Third party Physician practices owned or affiliated with Jackson 
Retail 
Plaza Operators 

Total Square Feet 

Cost 
Financing Structure 

RZ Facility Bonds 
Equity, Construction Line or Taxable Bonds 
Blended Rate 

Jackson's Master Lease payment 

PROFORMA 
Doctor occupancy 

Projected Rents 
Doctors 
Pioza 
Retail 

Garage valet 
SigDage 

Jackson's Master Lease payment reimbursement 
Net Income 

Jackson share (50%) 

NOTES; 

250,000 
2 1,000 
27,000 

298,000 

$ 82,240,000 

$ 60,000,000 
$ 22,240,000 

6.30% 

$ 6,556,000 
$ 22,00 

@95% 

$35.00 /net $ 8,310,000 
$35.00 /net 945,000 
$50.00 /net i,050,OOO 

10,305,000 
500,000 
900,000 

11,705,000 

$ 2,574,500 

I Developer anticipates operating expenses to be S 10.00 psffor floors 11-17, including real 
estate taxes. 

2 $22,240,000 will be financed either by traditional equity, a construction line, taxable bonds 
sold by Wells Fargo or any combination of these.. For ex.ample, Developer may purchase a 
ponion o f the bonds sold by Wells Fargo. 

3 Any savings on the blended rate will go 100010 to the benefit of Jackson Health System. 

4 If costs for o perating non-Jackson Health System space exceeds income, any shortfall will be 
covered by Developer. 

5 The Retail space is assumed to be at 100% leased regardless of Doctor's occupancy due to the 
fact that the drug store and restaurant will service the remaining tenants as well as the 
surrounding hospital district area. 

PSF 



PROFORMA 1#3 
Floors 11· 17 ol e /vlca Towltn 

@50" 

Owner: Swerdlow Development Company 

Leasee: Jackson Health System for Third-part)' Space 

Sub-leases: 
Third part)' Physician practices owned or affiliated with Jackson 
Retai l 

250,000 
21,000 

Plaza Opm.tors 
Total Square Feet 

271000 
298,000 

c"" $ 82,240,000 

Financing Structure 
RZ Facili ty Bonds 
Equity, Construction line or Taxable Bonds 
Blended Rate 

Jackson's Master Lease payment 

PROFORMA 
Doctor occupancy 

Projected Rents 
Doctors 
PI.,. 
Retail 

Gange valet 
Signage 

Jackson's Master Lease payment reimbursement 
Net Income 
less: operating expense shonfall (vacant space) 

Jackson share (500A.) 

= 

$ 60,000,000 
$ 22,240,000 

6.300A. 

$ 6,556,000 
$ 22,00 

@500/0 

$35.00 Inet $ 4,380,000 
$35.00 Inet 945,000 

$50.00 Inet __ --;'"'o~'O",OOO;:;:;;-
6,375,000 

250,000 

@$7.50/pSf..."._-,{9,;'",',,,'OO,",,-) 
$ 31,500 

$ 15,750 

1 Developer anticipates operating expenses to be $10.00 psffor floors ) )·17, including real estate 

""", 
2 522,240,000 will be financed either by traditional equity, a construction line, taxable bonds sold 

by Wells Fargo or any combination of these. For example, Developer may purchase a ponion of 
the bonds sold by Wells FftIgo. 

3 Any savings on the blended rate will go 100% to the benefit of Jackson Health System. 

4 If costs for operating non-Jackson Health System space exceeds income, any shortfall will be 
covered by Developer. 

5 The Retail space is assumed to be at lOOOAleased regardless of Doctor's occupancy due to the 
fact that the drug store and restaurant will service the remaining tenants as well as the 
surrounding hospital district area. 

6 Unspent funds of approximately $10,000,000 for the buildout of the unleased Doctor's offiees 
will remain in escrow. 




