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EXECUTIVE SUMMARY 
 
UC San Diego proposes the La Jolla Medical Center Tower 2 project to construct a new 250-bed 
hospital tower on its La Jolla campus. Patient care volumes on the La Jolla campus have 
increased significantly over the last several years and patient numbers in these facilities are near 
or in excess of available capacity. The proposed La Jolla Medical Center Tower 2 (Tower 2) 
project would result in a total inpatient bed capacity at the La Jolla campus of approximately 670 
beds. Expanded facilities would allow UC San Diego Health to better serve patients from San 
Diego County and beyond, grow its destination programs, and position UC San Diego Health to 
be competitive in the future.  
 
In August 2024, the Regents Health Services Committee endorsed both the Tower 2 project and 
a new Outpatient Pavilion to increase inpatient and outpatient capacity, respectively. The 
Regents approved preliminary plans funding for the Outpatient Pavilion in September 2024. Per 
Health Services Committee guidance, the planning process for Tower 2 will evaluate the 
potential for a larger scale hospital to maximize site utilization. 
 
The Regents are being asked to approve preliminary plans funding of $110 million to be funded 
from external financing for the La Jolla Medical Center Tower 2 project. The campus plans to 
request approval of budget, external financing, and design following action pursuant to the 
California Environmental Quality Act in late 2026. 
 

RECOMMENDATION 
 

The President of the University recommends that the Finance and Capital Strategies Committee 
recommend that: 
 

A. The 2024-25 Budget for Capital Improvements and the Capital Improvement Program be 
amended to include: 

  
San Diego: La Jolla Medical Center Tower 2 – preliminary plans – $110 million, to be 
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funded from external financing. 
 

B. The President be authorized to obtain external financing in an amount not to exceed $110 
million plus additional related financing costs to finance the La Jolla Medical Center 
Tower 2 project and declare that external financing may be used to reimburse prior 
expenditures. The President shall require that: 

 
(1) As long as the debt is outstanding, the general revenues of UC San Diego Health 

shall be maintained in amounts sufficient to pay the debt service and to meet the 
related requirements of the authorized financing.  

 
(2) The general credit of the Regents shall not be pledged. 
 
(3) Any reimbursements will meet all requirements set forth in Treasury Regulations 

Section 1.150-2. 
 

 
BACKGROUND 

 
La Jolla Medical Center is renowned for its specialized tertiary and quaternary care, which 
attracts patients nationally and internationally and provides 63 percent of the total inpatient 
services provided by UC San Diego Health.  It is at capacity with a combined licensed bed count 
of 418, and an inpatient census that currently exceeds this figure by six percent.  Despite the 
recent acquisition of the East Campus Medical Center, bed constraints continue to affect 
operations. Inpatients are being held in non-traditional areas such as the emergency department, 
and the ability to accept patient transfers from other hospitals remains limited. In Fiscal Year 
(FY) 2024, over 1,100 transfer requests were denied or unrealized due to lack of capacity.  
 
La Jolla Medical Center’s capacity is constrained in other clinical areas as well. Emergency 
department bays are operating at over 100 percent utilization, which has necessitated the 
conversion of administrative spaces to overflow units. Imaging services, particularly magnetic 
resonance imaging (MRI) and computerized tomography (CT), are experiencing lengthy delays 
and backlogs as inpatient and emergency department volumes grow.  
 
To meet current capacity constraints and expected future demand, UC San Diego Health is 
proposing a new hospital tower on the La Jolla campus. The growth of programs and services 
associated with the tower is anticipated to generate incremental margins that will allow UC San 
Diego Health to meet its long-term financial goals and support key initiatives including the 
redevelopment efforts on its Hillcrest campus. This will be especially important as true 
replacement projects, like Hillcrest Hospital, create additional debt service needs that are 
difficult to meet with the little incremental volume and margin generated by those projects alone.  
The development plan for Hillcrest Hospital is being synchronized with development plans for 
the new La Jolla tower and new La Jolla outpatient pavilion (preliminary plans funding approved 
in September 2024) so that the aggregate financial and operational model is positive and 
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sustainable for the health system. It is planned to bring the Hillcrest Hospital plan before this 
Committee and the Regents for preliminary plans funding approval in the first half of 2025. 
 
Project Goals 
 
In 2023, a clinical master planning process was initiated to develop the program and capacity 
needs for the proposed new tower. As part of the planning process, guiding principles for the 
clinical program planning were developed: 
 

• Continue to position La Jolla Medical Center as a destination center for high-complexity 
patients and add capacity to support these patient types. 
 

• Continue to anchor cardiovascular, cancer, transplant, and women and infants’ programs 
at La Jolla Medical Center with targeted growth in these areas. 

 
• Right-size clinical spaces within La Jolla Medical Center where high patient demand 

causes significant operational constraints. 
 

• Refrain from building capacity within La Jolla Medical Center to accommodate patients 
who should be cared for in an alternative platform (e.g., outpatient locations). 

 
• In support of the tripartite mission, develop a clinical program and appropriately sized 

hospital tower that maintains a healthy margin to cover debt service, sustain the health 
system’s financial viability, and enable the expansion of services to serve more patients 
in San Diego County and beyond.    

 
As part of the preliminary plans phase, additional guiding principles will be developed related to 
the design and construction of the hospital facility. 
 
 

PROJECT DESCRIPTION 
 
The proposed La Jolla Medical Center Tower 2 (Tower 2) project would construct a new hospital 
tower of approximately 480,000 gross square feet and would modify/renovate select areas within 
the existing hospital. Key elements of the project are described below. These will be refined as 
clinical program planning continues over the next months.  
 

• Expansion of inpatient platform: 250 licensed beds in the new tower, adding critical care 
and general acute care beds; would increase proportion of critical care beds on campus 
from 14 percent of total beds currently to 25 percent of total beds 
 

• Expansion of the emergency department: ten additional emergency department bays and 
a ten-bay clinical decision unit, proximate to the current emergency department 
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• Increased number of procedure rooms: four additional cardiac catheterization and 
electrophysiology suites 

 
• Expansion of perioperative platform: addition of pre-operative and post-anesthesia care 

units, and post-surgical observation/short-stay spaces 
 

• Radiology: addition of imaging to support incremental inpatient volumes and emergency 
department patients including general radiology (X-ray), ultrasound, MRI, and CT 

 
Future detailed space programming for the new tower will address needs within pharmacy, 
clinical laboratory, central sterile processing, dietary, administrative, and other spaces as an 
integrative plan for the entire La Jolla Medical Campus.  
 
Project Site/Study Area 

The project study area would be approximately 6.6 acres comprised of 0.5 acres for the Central 
Plant expansion immediately adjacent to the existing Central Plant, and approximately 6.1 acres 
which will be studied for the new hospital tower and associated site improvements, including 
modifications to vehicle circulation, patient drop-off/pick up, emergency access, service access, 
surface parking, and pedestrian circulation as well as identifying and preserving a site for future 
hospital expansion. The proposed Tower 2 would be accessed from Medical Center Drive (see 
Attachment 2, Project Location Map, and Attachment 3, Project Study Area). Tower 2 would be 
located just west of the Sulpizio Cardiovascular Center and physically connected to the existing 
Jacobs Medical Center. The project study area is relatively flat and currently contains a 
temporary modular trailer complex, the existing emergency department drop-off area, the 
driveway to the Jacobs Medical Center West Entrance Drop-off/Pick Up area, the driveway to 
the East Campus Office Building, surface parking, and a small park-like open space.  

The proposed Tower 2 will be a ten-minute walk from the UC San Diego Health La Jolla 
Trolley Station. Parking would be accommodated in the existing or modified surface parking 
lots and nearby parking structures, including Campus Point Parking Structures and Athena 
Parking Structure. In addition, the campus is evaluating the need for a new parking structure to 
address the ongoing displacement of surface parking lots to accommodate projects and to 
address additional parking demand resulting from the proposed project and planned future 
health projects in the La Jolla Medical Campus. Specific parking distribution in the area will be 
evaluated as part of the proposed project. 
 
Funding Plan and Financial Feasibility 
 
Preliminary plans funding would support executive architect fees, scope refinement, preliminary 
design, site studies, California Environmental Quality Act analysis, and project cost estimating.  
See also Attachment 1, Preliminary Plans Budget. The Preliminary Plans funding of $110 
million is proposed to be funded from external financing. Please see the Summary of Financial 
Feasibility (Attachment 4). The total project costs, detailed funding plan, and the complete 
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financial feasibility for the proposed project will be presented to the Regents at the time of full 
budget and external financing approval. 

As of June 30, 2024, and using the FY 2024 June unaudited financial statements as a basis, UC 
San Diego Health had a 9.2 percent modified net income margin, 4.7x modified debt service 
coverage, and 48 days’ cash on hand. Modified net income margin and modified debt service 
coverage include the adjustments allowed under the University’s Debt Policy. Over the ten-year 
projection period, modified net income margin is projected to range from a low of 9.5 percent to 
a high of 11.3 percent, above the minimum requirement of equal to or greater than zero (0) 
percent. Modified debt service coverage is projected to range from a low of 4.0x to a high of 
7.7x, above the minimum requirement of equal to or greater than 3x. Days’ cash on hand are 
projected to range from a low of 45 days to a high of 60 days, which does not meet the 
requirements of the University’s Debt Policy. The Executive Vice President – Chief Financial 
Officer has granted UC San Diego Health an exception to the Debt Policy for the days’ cash on 
hand metric. Detailed financial projections for UC San Diego Health System are included in 
Attachment 5.  

Project Delivery Model and Schedule 
 
The campus intends to utilize the Integrated Construction Manager/General Contractor 
(iCM/GC) delivery method. The iCM/GC delivery model locks teams in early and affords 
opportunities to heighten interest in the project within the subcontractor community, engage the 
team early in the process, obtain real-time market pricing through each project phase, and fine-
tune subtrade construction costs to fit the overall project construction budget. Onboarding a 
contractor during the Preliminary Plans phase will provide the necessary expertise to develop a 
solid management plan that will minimize disruptions and ensure that the Medical Center 
patients and staff are fully informed and confident in the path forward. 
 
The campus plans to request approval of budget, external financing, and design following action 
pursuant to the California Environmental Quality Act in late 2026. Anticipated delivery of the 
project would be in FY 2032. 
 
 

CONSISTENCY WITH SELECT UC POLICIES AND PRACTICE 
 
The project is consistent with the UC Sustainable Practices Policy, UC’s goals for encouraging 
participation by Small Business Enterprises (SBEs) and Disabled Veteran Business Enterprises 
(DVBEs), and the UC Seismic Safety Policy.  
 
 
KEY TO ACRONYMS 
 
FY Fiscal Year 
iCM/GC integrated Construction Manager/General Contractor 
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ATTACHMENTS 
 
Attachment 1: Preliminary Plans Budget 
Attachment 2: Project Location Map 
Attachment 3: Project Study Area 
Attachment 4: Summary of Financial Feasibility 
Attachment 5: UC San Diego Health System – Projected Financial Performance 



 

ATTACHMENT 1 
 

PRELIMINARY PLANS BUDGET 
 

LA JOLLA MEDICAL CENTER TOWER 2 
 

 
CATEGORY AMOUNT PERCENTAGE 
Building1 $30,000,000 27.3% 
A & E Fees2 $61,000,000 55.5% 
Campus Administration3 $7,000,000 6.4% 
Surveys, Tests and Plans4 $4,000,000 3.6% 
Special Items5 $8,000,000 7.3% 
Total Preliminary Plans Budget $110,000,000 100% 

 
Notes: 

1. Construction team to provide pre-construction services, including estimating, constructability reviews, scheduling, site logistics, 
and coordination with adjacent major construction efforts by other teams. In addition, the contractor will provide the 
procurement of design-assist and design build subcontractors to work and collaborate with the architect, engineers, and 
University throughout the design build process.  

2. Includes fees, bonds, and insurance through the design development phase. The architecture and engineering team will provide 
full scope development for the project, site planning, schematic design, and design development documents.  

3. Includes campus project management, campus planning, engineering, design review, code and fire life safety design reviews, 
contract administration, and general administration of the project.  

4. Includes site surveying, geotechnical and soils testing, utility trenching as needed to complete due diligence, and any other 
necessary design phase testing. 

5. Includes external consultants to support programming and early design milestones; as well as technical studies to support the 
preparation of the environmental document pursuant to the California Environmental Quality Act and peer reviews. 
 

 
 

Activities in the preliminary plans phase would include the following: 
1. Validation of detailed programming, development of design concept, massing and site 

studies, and schematic design and design development documents. 
2. Selecting a general contractor team to provide pre-construction services, including 

estimating, constructability services, scheduling, and risk analysis. The contractor will 
also include the procurement of design-assist and design build subcontractors to work 
and collaborate with the architect and engineers throughout the design phases. 

3. Completion of design-phase testing, including site investigation, soils testing for 
naturally occurring hazardous materials, and site borings for the building. By completing 
this investigative and testing work during the design phase, potential risks would be 
identified, and implementation measures would be defined to control costs later in the 
construction phase.



ATTACHMENT 2 

 
 



ATTACHMENT 3 
 

 



 

ATTACHMENT 4 
 

 
SUMMARY OF FINANCIAL FEASIBILITY 

 
  SAN DIEGO MEDICAL CENTER 

Project Name La Jolla Medical Center Tower 2 

Project ID 2036127 
Preliminary Plans Budget $ 110,000,000 

 
Anticipated Interest During Construction 
(included in total estimated project cost) 

N/A – Preliminary Plans Funds Only 

 

PROPOSED SOURCES OF FUNDING 
External Financing $ 110,000,000 (Preliminary Plans funds only) 

 

 
FINANCING ASSUMPTIONS 

External Financing Amount $ 110,000,000 
Anticipated Repayment Source Revenues of the UC San Diego Medical Center 

Anticipated Fund Source Medical Center Revenues 
Financial Feasibility Rate 4.25%  

Estimated Average Annual Debt Service  $ 4,675,000 * 
 

* $4,675,000 is the estimated annual average payment on the funds drawn during the preliminary plans 
phase only. The complete debt schedule, including principal payments, will be provided when the project 
is presented for full budget approval. 

  



 

ATTACHMENT 5 
 

 

UC SAN DIEGO HEALTH SYSTEM 

PROJECTED FINANCIAL PERFORMANCE 

Fiscal Years 2025 to 2035 

 

♦ Projected Financial Performance  
 

♦ Key Assumptions 
 

♦ Patient Volumes 
 

♦ Statement of Revenues and Expenses 
 

♦ Statement of Net Assets 
 

♦ Statement of Cash Flows 
 

♦ Key Financial Ratios 
 

  

  



 

 

Projected Financial Performance 

These projections are based on assumptions from the Office of the President, where available, 
local assumptions for years beyond 2025, and the debt service to support the requested planning 
funds for the project. The local assumptions are based on a review of: (1) UC San Diego Health 
System’s recent service mix and financial performance; (2) the occupancy and outpatient volume 
levels experienced in the past few years; (3) projection including incremental revenue/services, 
capital improvements, estimated debt service for the project planning; (4) estimates of market 
dynamics on patient volumes, payer mix and reimbursement; (5) projections of increased patient 
volume due to the area’s population based on data provided by Environmental Systems Research 
Inc.; (6) forecasted increased demand for inpatient and outpatient services; 7) the acquisition of 
East Campus in 2024; 8) the opening of McGrath Family Outpatient Pavilion on the Hillcrest 
Campus in 2026. 

Average daily census will increase from 725 in 2024 to 839 in 2035. Ambulatory clinic and 
emergency room visits are projected to increase from 1,532,865 in 2024 to 2,493,463 by 2035 as 
a result of population growth, new programs, new off-campus clinic sites, increased utilization of 
existing ambulatory space, and expanded clinical capacity as a result of the acquisition of East 
Campus in 2024 and the opening of the McGrath Family Outpatient Pavilion on the Hillcrest 
campus in 2026. 

Total revenue is projected to increase from $3.72 billion in 2024 to $7.25 billion in 2035 as a 
result of projected patient volume growth and increased market share in select service lines, 
additional patient revenues from the acquisition of East Campus and the opening of the McGrath 
Family Outpatient Pavilion. Payor mix is projected to remain fairly stable throughout the 
projection period. The forecasted revenue also includes estimates of future Medi-Cal funds 
available under the current and subsequent Medicaid waivers or replacement programs, funds 
expected to be available under the Medi-Cal Hospital Fee Program, and revenues expected under 
the Medi-Cal managed care Enhanced Payment Program (EPP), Quality Incentive Program 
(QIP), and GME/IME programs. Medicare revenues are projected based on current IPPS and 
OPPS rules, anticipated changes to Medicare DSH, annual growth in market basket rates and the 
most recent rule for the wage index for FY 2025. Revenues include the expected decline and 
eventual loss of the contract pharmacy revenue, which decreased by 50 percent in 2024, and will 
be eliminated completely by 2027 due to drug manufacturers’ restrictions on the use of 340B 
pricing.  

Projected operating expenses, excluding non-cash UCRP and OPEB, increase from $3.38 billion 
in 2024 to $6.54 billion in 2035 due to increase in patient volumes and the impact of inflation, 
partially offset by the estimated results of new financial improvement initiatives. Salary expense 
is projected to increase five percent annually over the projection period. Inflation on medical and 
other supplies, as well as pharmaceuticals and blood products, is projected to be four percent 
annually over the projection period.  

 



 

 

The preliminary unaudited net income for FY 2024 is $342.7 million, which is favorable to 
budget by $60.2 million or 21.3 percent due to the recognition of prior year unbudgeted revenue, 
strong volume performance, and disciplined management of labor cost that includes a $77.1 
million year-over-year reduction of contract labor. Financial improvements necessary to meet 
UCSD Health financial targets in 2025 and beyond include revenue cycle improvements, 
additional improvement in labor efficiency, continuing to decrease the use and cost of contract 
labor, reducing variation in the delivery and cost of care, and improving patient flow and 
capacity in the inpatient units and ambulatory settings. The modified net income is projected to 
increase from $342.7 million (9.2 percent margin) in 2024 to $385.4 million (9.5 percent margin) 
in 2025 based on the results of anticipated growth and financial improvements that partially 
offset the one-time startup costs for the opening of McGrath Family Outpatient Pavilion in 2026. 
Modified net income is then projected to increase to $717.2 million (9.9 percent margin) by 2035 
due primarily to the incremental margin provided by the acquisition of East Campus in 2024, the 
opening of the McGrath Family Outpatient Pavilion, as well as other services and the ongoing 
benefit of improvements in patient flow, and financial improvement initiatives.  

The financial projection includes the debt service associated with the requested planning funds of 
$110 million based on assumptions provided by Office of the President as well as the costs and 
benefits of future capital projects associated with the Health System’s capital plans, including the 
cost of ongoing facilities improvements, medical equipment, and information technology capital. 
The plan includes some projects which have not yet been approved, and which would be 
regularly reevaluated as to need, scope, and cost. Future projects would be deferred or eliminated 
as appropriate and necessary to ensure UC San Diego Health System’s financial viability.  

Throughout the projection period, the Health System’s modified margin and modified debt 
service coverage remain above industry averages. Days’ cash on hand declines in 2025 and stays 
flat in 2026 due to the impact of the one-time costs related to the opening of the McGrath Family 
Outpatient Pavilion; days’ cash will be below the required floor of 80 days required by the 
University’s Debt Policy. After 2026, days’ cash increases from 45 days and steadily builds to 57 
days by 2035. Please note that the financial projection does not include the financial benefit of 
La Jolla Outpatient Pavilion, which will generate an increase in days’ cash beginning in 2031 
and contribute an estimated incremental 14 days’ cash by 2035. An exception to the University’s 
debt policy has been requested and approved by the Executive Vice President – Chief Financial 
Officer. 

  



 

Key Assumptions for Projections 

Fiscal Years 2024 – 2035 

 

♦ Utilization 
• Average daily census will increase from 725 in 2024 to 839 in 2035. This census will be 

driven by demographic changes in San Diego County, industry-wide changes in the 
delivery of health care, program enhancements, the acquisition of East Campus, growth 
in outpatient clinic and emergency room visits that drive inpatient care, and a larger 
referral base for high-complexity cases.  

• San Diego County’s population is projected to grow 0.7 percent from 2024 to 2035, 
adding 22,605 new residents, with the age group of 65 and older increasing over the same 
period from 16 percent to 21 percent of the total population. 

• Nearly 1.3 million residents reside within the target market of the project. While a slight 
increase in total population by 2035 is anticipated in this market, similar to San Diego 
County overall, the population of this market is aging, suggesting an increased demand 
for healthcare services. Percent of residents 65 and older will increase from 18 percent of 
the total population in 2024 to 22 percent in 2035.  

• Ambulatory clinic visits, which include visits to non-hospital licensed clinics operated by 
the faculty practice plan, a key driver of inpatient admissions and outpatient activity, will 
increase from 1,421,064 in FY 2024 to 2,351,609 by 2035 due to recent investment in 
outpatient capacity, the acquisition of East Campus in 2024, and the opening of McGrath 
Family Outpatient Pavilion in 2026. 

• Emergency room visits, another driver of inpatient admissions, will increase from 
102,801 in 2024 to 141,854 by 2035. UC San Diego Health has opened dedicated 
Geriatric Emergency Departments with senior emergency care unit rooms on the Hillcrest 
and La Jolla campuses to serve the unique needs of this growing portion of the 
population.  
 

♦ Revenue 
• Net patient service revenue reflects projected patient volume growth and ongoing 

strategies to optimize reimbursement through revenue cycle initiatives, strategic pricing, 
and contracting efforts. 

• Includes modest level of Medi-Cal Hospital Fee funding as a result of the approval of 
Proposition 52 by California voters on November 8, 2016, which permanently extended 
the program into State law.  

• Includes revenues from Medi-Cal Managed Care programs: 
• Medi-Cal Managed Care GME, a graduate medical education program effective 

January 1, 2017 
• Medi-Cal Managed Care QIP, a quality-based program effective July 1, 2017; the 

Prime program funds were rolled into QIP at the expiration of Prime on 
December 31, 2020. 

• Medi-Cal Managed Care EPP, an enhanced payment program utilization-based 
program effective July 1, 2017. 



 

• Assumes AB915, a Medi-Cal Fee for Service supplemental payment program, continues 
throughout the projection period. 

• Medicare reimbursement includes increases to the Medicare market basket and Value 
Based Purchasing along with budget sequestration and readmission reduced on the FY 
2025 Final Rule.  

• Excludes proposed Managed Care Tax for Designated Public Hospitals 
 

♦ Operating Expense 
• Labor inflation is projected to average five percent annually throughout the projection 

period. 
• Employee health care inflation is projected to mirror the rate of labor inflation. 
• Pension contribution increases from the FY 2024 rate of 14 percent of eligible salary 

costs to a rate of 18 percent in FY 2032. Pension expense under GASB 68 is based on 
assumptions provided by Office of the President. 

• Medical supply and pharmaceutical inflation of four percent annually is projected.  
• Utility and all non-medical supply/expense inflation of three percent annually is 

projected. 
• Depreciation expense includes the impact of the acquisition of East Campus in 2024, 

capital investment, and the opening of the McGrath Family Outpatient Pavilion in 2026. 
 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 


