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COMMUNITY MEDICAL CENTER

RECONCILE PRIOR YEAR PROJECTION TO CURRENT YEAR

FYE 2013

FYE

2013
NET INCOME PROJECTED IN JANUARY 2012 $ 5,201,093
ACTIONS ACCOUNTING FOR VARIANCE:
INCREASED VOLUME-ADJUSTED PATIENT DAYS OVER
BUDGET BY 15.6% AND IMPROVED EXPENSE
MANAGEMENT $ 1,794,314
IMPROVED JV INCOME $ 1,000,000
340B PROGRAM-NEW PROGRAM $ 800,000
CPG GROWTH $ 794,000
PHYSICIAN RECRUITMENT DELAYED $ 2,193,000
SUPPLY REDUCTION GOAL NOT MET $ (350,000)
LEAN TARGET UNDER BUDGET $ (750,000)
ASSET RESTRUCTURING $ (900,000)
ONCOLOGY DID NOT EXPAND AS PLANNED $ (120,000)
TOTAL OF ALL ACTIONS $ 4,461,314
NET INCOME PROJECTED IN JANUARY 2013 $ 9,662,407




COMMUNITY M=DICAL CENTER

INCOME STAT  NT-BASELINE
FYE 2012-2017
ACTUAL PROJECTED | FORECASTED FORECASTED | FORECASTED FORECASTED
2012 2013 2014 2015 2016 2017
[REVENUES:
INPATIENT & OUTPATIENT SERVICES $234,136,465 $270,298,162 $291,524,653 $314,419,955 $339,115,420 $365,752,747
TOTAL HOSPITAL PATIENT REVENUE $234,136,465 $270,298,162 $291,524,653 $314,419,955 $339,115,420 $365,752,747
HOSPITAL REVENUE DEDUCTIONS $1032,694,021 $126,450,726 $142,723,801 $160,000,489 $178,509,552 $198,595,728
NET HOSPITAL REVENUE $130,442,444 $143,847,436 $148,800,852 $154,419,467 $160,605,368 $167,157,019
GROSS CPG SERVICES REVENUE $24,578,748 $23,192,484 $23,892,897 $24,614,462 $25 357,819 $26,123,625
CPG SERVICES DEDUCTIONS $5,804,545 $6,955,627 $7,380,657 $7,831,659 $8,310,221 $3,318,025
NET CPG SERVICES REVENUE $15,774,203 $16,236,857 $16,512,240 $16,782,303 $17,047,598 $17,305,600
OTHER OPERATING REVENUE 3,709,562 9.596,619 | $ 8,791,283 | § 8,264,395 | $ 8,091,483 | $ 7.770,685
NET OPERATING REVENUE §149,926,209 $169,680,912 $174,104,374 $179,466,664 $185,744,950 $192,233,315
EXPENSES:
SALARIES AND WAGES $58,498,131 $63,016,875 $65,242,946 $67,812,460 $70,493,546 $73,291,024
EMPLOYEE BENEFITS $13,551,734 $15,872,454 $16,754,713 $17,734,577 $18,755,745 $19,820,051
NON SALARY EXPENSE $57,560,549 $66,463,570 $68,654,942 $70,779,888 $73,275,141 $75,856,282
DEPRECIATION AND AMORT $7,129,678 $8,755,485 $10,311,333 $10,692,758 $11,258.545 $11,995,335
INTEREST $853,301 $1,397,000 $1,797,200 $1,712,072 $1,615,554 $1,514,064
BAD DEBTS $7,230,227 $8,686,339 $9.532,974 $10,461,588 $11,480,729 $12,599,229
TOTAL EXPENSES $144,823,620 $164,186,224 $172,294,109 $179,193,343 $186,879,260 $195,075,985
OPERATING MARGIN 5,102,589 5,494,639 1,810,266 273,321 (1,134,310) (2,842,670}
NON OPERATING REVENUE $1,718,113 $4,167,718 $4,209,395 $4,251,489 $4,294,004 $4,416,004
TOTAL NET INCOME $6,820,702 $9,662,407 $6,019,661 $4,524,810 $3,159,694 $1,573,334
OPERATING MARGIN % 3.4% 3.2% 1.0% 0.2% 0.6% 1.5%
TOTAL MARGIN % 4.5% 5.7% 3.5% 25% 1.7% 0.8%
$ SHORT. )} OF 5% MARGIN $675,608 -$1,178,361) $2,685,558 $4 448 5273 £6,127,554 88, 337










COMMUNITY MEDICAL CENTER

CASH FLOW STATEMENT-REVISED

FYE 2011-2016

ACTUAL PROJECTED | FORECASTED | FORECASTED | FORECASTED FORECASTED
2012 2013 2014 2015 2016 2017
BEGINNING CASH BALANCE $42,653,303 | $37,228,790 | $44,061,801 | $51,639,425 | $58,961,126 | $67,344,321
SOURCES OF CASH:
TOTAL NET INCOME $6,820,702 $9,662,407 $8,896,118 $7,599,555 $8,189,651 | $7,613,782
DEPRECIATION $7,129,678 $8,755,485 | $10,311,333 | $10,692,758 | $11,258,545  $11,995,335
BOND FUNDS $7,312,668 $4,650,000 $1,550,000
TOTAL SOURCES OF CASH $21,263,048 | $23,067,892 | $20,757,451 | $18,292,313 | 519,448,195 | $19,609,117
USES OF CASH:

ROUTINE CAPITAL EXPENDITURES $24,284,710 | $14,037,000 | $11,342,000 $9,100,000 $9,100,000  $9,100,000
RETIREMENT OF LONG TERM DEBT $2,402,851 $2,197,881 $1,837,827 $1,870,612 $1,965,000  $2,070,000
TOTAL USES OF CASH $26,687,561 = $16,234,881 | $13,179,827 $10,970,612 | $11,065,000 | $11,170,000
CASH BALANCE AT YEAR END $37,228,790 | $44,061,801 | $51,639,425 | $58,961,126 | $67,344,321 | $75,783,438
DAYS OF CASH 99 104 111 122 132 142







COMMUNITY MEDICAL CENTER

CASH FLOW STATEMENT-WORSE CASE

FYE 2011-2016

ACTUAL PROJECTED | FORECASTED | FORECASTED | FORECASTED | FORECASTED
2012 2013 2014 2015 2016 2017
BEGINNING CASH BALANCE $42,653,303 | $37,228,790 | $44,061,801 | $47,203,425 | $50,455,926 | $56,368,401
SOURCES OF CASH:

TOTAL NET INCOME $6,820,702 $9,662,407 $4,460,118 $3,530,355 $5,718,931 | $5,991,744

DEPRECIATION $7,129,678 $8,755,485  $10,311,333 | $10,692,758 | $11,258,545 | $11,995 335

EOND FUNDS $7,312,668 $4,650,000 $1,550,000

TOTAL SOURCES OF CASH $21,263,048 | $23,067,892 | $16,321,451 | $14,223,113 | $16,977,475 | $17,987,079

USES OF CASH:

ROUTINE CAPITAL EXPENDITURES $24,284,710 | $14,037,000  $11,342,000 $9,100,000 $9,100,000 | $9,100,000

RETIREMENT OF LONG TERM DEBT $2,402,851 $2,197,881 $1,837,827 $1,870,612 $1,965,000 | $2,070,000

TOTAL USES OF CASH $26,687,561 | $16,234,881 | $13,179,827 | $10,970,612 | $11,065,000 | $11,170,000

CASH BALANCE AT YEAR END $37,228,790 | $44,061,801 | $47,203,425 | $50,455,926 | $56,368,401 | $63,185,480
99 104 102 104 111 118

DAYS OF CASH
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b p (_*j:ections for 2013

Market share battles will intensify.
There will be increased bad debt.
> The march into risk-based payment will
- accelerate.
role of the consumer is growing.
dargin improvement is mandatory.
ST implementation costs will force some
i Organizations to seek merger or capital partner.
Merger activity and investor-owned growth are
rising.

Sg2 2011



~ performance cost the hospital through readmission penalties or
- low HCAHPS scores, will be value destroyers.

Sg2 2011
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| here will be more bad debt pain.

> Bad debt should increase with the growth of high-deductible
plans offered by employers.

i For employees, this means that some medical procedures will

be put off altogether.

> We should expect lower readmissions, better case management
and a continued migration to outpatient settings.

Inpatient volume projections need to be at minimal growth.

Sg2 2011




FY2009 FY2010 FY2011 FY2012 FY 2013
3.04%  3.09% 2.71% 3.12% 3.3%

1.71%  1.97% 1.78% 1.76% 1.70%

4.74%  5.06% 4.49%  4.88% 5.0%

* Bad Debt Avg for MT hospitals = 3.5%

Bad Debt Avg for 10 largest MT hospitals = 3.3%
Charity Care Avg for MT hospitals = 3.3%

Charity Care Avg for 10 largest MT hospitals = 3.5%



2,

5 "The greatest risk for margin decline is tied to the health

Insurance exchange and the expansion of Medicaid.

Sg2 2011
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IT implementation costs will force some
. organizations to seek merger or capital

= ' The implementation of regional IT plans could have significant

impact on referrals.

Sg2 2011
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- capital, and/or the need for a complete overhaul of the business
~ and care delivery model.

Sg2 2011
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" Merger activity: case study

. — Three hospital town

~ _ Two of three hospitals attempted to merge

— FTC blocked merger, transaction abandoned
— Rockford Health System hired M&A advisor

14



e for action by department -- duration of certificate. (1) Parties to a
poperative agreement, merger, or consolidation may apply to
epartment for a certificate of public advantage. The

cation for a certificate must include a copy of the proposed or
cuted cooperative, merger, or consolidation agreement, a
scription of the scope of the cooperation, merger, or consolidation
itemplated by the agreement, and the amount, nature, source, and
cipient ofany consideration passing to any person under the terms of
the agreement. (2) The department shall hold a public hearing on the
-~ application for a certificate before acting upon the application. The

~ department may not issue a certificate unless the department
finds that the agreement is likely to result in lower health care
costs or is likely to result in improved access to health care or
higher quality health care without any undue increase in health
care costs.... A certificate of public advantage may not have a
duration of more than 10 years.

15



Thank you
Environmental Assessment
February 2013

COMMUNITY
MEDICAL CENTER

From day one.
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