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APPENDIX O 

23.   Financial Records. Attach as Appendix O all of the following for the last three (3) fiscal 

years for both the Public Benefit Hospital and the Acquirer, unless otherwise indicated: 

Mountain States Health Alliance‟s relevant financial records are attached. Because Newco is a 
newly-formed corporation with no past activities, liabilities or assets, it has no relevant financial records. 

a.  Audited and unaudited financial statements. Audits are sometimes presented in abbreviated 

form or in fuller form, with detailed supplements. Provide the most detailed form of your audit 

that is available; 

Index 

  Mountain States Health Alliance Audited Financial Statements: 

1. Mountain States Health Alliance Audited Consolidated Financial Statements, Years Ended June 
30, 2014 and 2013 
 

2. Mountain States Health Alliance Audited Consolidated Financial Statements, Years Ended June 
30, 2015 and 2014 
 

3. Mountain States Health Alliance Audited Consolidated Financial Statements, Years Ended June 
30, 2016 and 2015 
 
Mountain States Health Alliance Financial Reports (unaudited): 

4. Financial Statements for first fiscal quarter ended September 30, 2016 
 

b.  Consolidating statements (balance sheets and income statements for each fiscal year); 

Consolidating statements are included as part of the audited financial reports provided in response 
to (a) above. 

c.  If separate audited financial statements are prepared for any Affiliates, please provide those 

audits, together with comparative year-to-date financial statements for each such Affiliated; 

Consolidated statements are included as part of the audited financial reports provided in response 
to (a) above.  Separate audited financial statements for any Affiliate will be provided upon request if such 
statements exist. 

d.  Each balance sheet, income statement, profit and loss statement, statement of change in 

financial position of the above-named parties, any entity or company they control, operate, 

manage, or are affiliated with; 

Such statements are included as part of the audited financial reports provided in response to (a) 
above. 

e.  A detailed schedule of operating expenses, unless already provided with the audits; 

Please see the schedule and discussion of operating expenses that are included as part of the 
audited financial reports provided in response to (a) above. 
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f.  An analysis (aging) of accounts receivable by major category of receivables as of the most 

recent month-end available, indicating the amounts ultimately considered collectable by the 

parties; 

Index 

[***Following Attachment is Confidential***] 

[***End of Confidential Attachment***] 

g. Debts, liens, security interests, mortgages, or other interests of any kind in the assets of the 

Public Benefit Hospital, including amounts outstanding, the Person to whom the underlying 

obligation is owed, and whether such Person has participated in decision-making in any way 

with respect to the Transaction;  

A schedule of Mountain States Health Alliance‟s debt outstanding as of June 30, 2016, is set forth 
as Note F to the Mountain States Health Alliance Audited Consolidated Financial Statements, Years 
Ended June 30, 2016 and 2015, beginning on page 20.  Presently, mortgage liens are outstanding on 
Johnson City Medical Center and Sycamore Shoals hospital facilities.  To date no Mountain States Health 
Alliance debt holder or debt holder representative has participated in decision-making in any way with 
respect to the Transaction.  Representatives of Mountain States Health Alliance, Wellmont and Newco 
have convened certain meetings in advance of closing to evaluate the implications of the Transaction on 
outstanding debt of each Mountain States Health Alliance and Wellmont and will evaluate potential 
refinancing opportunities.  Such discussions have involved and will at times involve debt holder 
representatives and underwriters.  

h.  Management compensation (salary, bonus, other benefits) for the five (5) officers of the Public 

Benefit Hospital receiving the greatest amount of compensation; 

Index 

[***Following Attachment is Confidential***] 

[***End of Confidential Attachment***] 

i.  Identify any material off-balance sheet assets or liabilities (i.e., any assets or liabilities not 

reflected on the most recent audited financial statements) and provide documentation 

concerning such assets or liabilities. Examples of such items would include a significant under- 

or over-funding in the pension plan or a current litigation judgment not reflected in the most 

recent audit; 

Not applicable. 
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j.  Identify all accounting firms, including the name, address, and telephone number of the 

accountant(s) primarily responsible for accounting and auditing of the abovenamed parties; 

and 

Pershing Yoakley & Associates, P.C. 
One Cherokee Mills, 2220 Sutherland Avenue 
Knoxville, TN 37919 
(865) 673-0844 
  

k.  Form 990s or other tax returns. 

Index 

1. Mountain States Health Alliance; Form 990 Return of Organization Exempt from Income Tax; 
Tax Year ending June 30, 2013 
 

2. Mountain States Health Alliance; Form 990 Return of Organization Exempt from Income Tax; 
Tax Year ending June 30, 2014 
 

3. Mountain States Health Alliance; Form 990 Return of Organization Exempt from Income Tax; 
Tax Year ending June 30, 2015 
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Certified Public Accountants 

PERSHING YOAKlEY & ASSOCIATES, P.C. 
One Cherokee Mills, 2220 Sutherland Avenue 

Knoxville, TN 37919 

p: (865) 673-0844 I f: (865) 673-0173 
www.pyapc.com 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors of 
Mountain States Health Alliance: 

We have audited the accompanying consolidated fmancial statements of Mountain States Health 
Alliance and its subsidiaries (the Alliance), which comprise the consolidated balance sheets as of 
June 30, 2014 and 2013, and the related consolidated statements of operations, changes in net assets, 
and cash flows for the years then ended, and the related notes to the consolidated fmancial 
statements. 

Management's Responsibility/or the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to 
the preparation and fair presentation of consolidated fmancial statements that are free from material 
misstatements, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated fmancial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the consolidated fmancial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the consolidated fmancial statements. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the consolidated fmancial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the Alliance's preparation and fair presentation of the consolidated 
fmancial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the Alliance's internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. 

ATLA N TA KANSAS CITY K N OXV IL LE NASHVillE 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Mountain States Health Alliance and its subsidiaries as of June 30, 
2014 and 2013, and the results of their operations, changes in net assets, and cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Other Matter 

Our audits were conducted for the purpose of forming an opinion on the consolidated fmancial 
statements as a whole. The supplemental information is presented for purposes of additional analysis 
and is not a required part of the consolidated fmancial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying accounting 
and other records used to prepare the consolidated fmancial statements. The information has been 
subjected to the auditing procedures applied in the audit of the consolidated fmancial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the consolidated fmancial statements or to 
the consolidated financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the 
information is fairly stated in all material respects in relation to the consolidated financial statements 
as a whole. 

Knoxville, Tennessee 
October 29, 2014 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets 
(Dollars in Thousands) 

June 30, 
2014 2013 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 59,185 $ 74,902 
Current portion of investments 25,029 20,386 
Patient accounts receivable, less estimated allowances 

for uncollectible accounts of $47,853 in 2014 and 
$49,449 in 2013 161,318 164,187 

Other receivables, net 45,502 33,468 
Inventories and prepaid expenses 30,838 31,073 

TOTAL CURRENT ASSETS 321,872 324,016 

INVESTMENTS, less amounts required 
to meet current obligations 648,475 601,352 

PROPERTY, PLANT AND EQUIPMENT, net 881,429 884,293 

OTHER ASSETS 
Goodwill 156,613 154,391 
Net deferred fmancing, acquisition costs and 

other charges 25,841 28,480 
Other assets 48,350 46,544 

TOTAL OTHER ASSETS 230,804 229,415 

$ 2,082,580 $ 2,039,076 

See notes to consolidated financial statements. 3 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets - Continued 
(Dollars in Thousands) 

June 30, 
2014 2013 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable $ 18,648 $ 19,706 
Current portion of long-term debt and capital lease 

obligations 30,618 34,417 
Accounts payable and accrued expenses 87,126 94,302 
Accrued salaries, compensated absences and amounts 

withheld 72,181 63,665 
Estimated amounts due to third-party payers, net 10,463 26,775 

TOTAL CURRENT LIABILITIES 219,036 238,865 

OTHER LIABILITIES 
Long-term debt and capital lease obligations, less 

current portion 1,075,069 1,090,348 
Estimated fair value of derivatives 10,603 8,185 
Estimated professional liability self-insurance 8,957 8,758 
Other long-term liabilities 35,974 19,937 

TOTAL LIABILITIES 1,349,639 1,366,093 

COMMITMENTS AND CONTINGENCIES -
Notes D, F, G, and N 

NET ASSETS 
Unrestricted net assets 

Mountain States Health Alliance 541,979 490,414 
Noncontrolling interests in subsidiaries 178,547 169,614 

TOTAL UNRESTRICTED NET ASSETS 720,526 660,028 

Temporarily restricted net assets 
Mountain States Health Alliance 12,204 12,776 
Noncontrolling interests in subsidiaries 84 52 

TOTAL TEMPORARILY 
RESTRICTED NET ASSETS 12,288 12,828 

Permanently restricted net assets 127 127 

TOTAL NET ASSETS 732,941 672,983 

$ 2,082,580 $ 2,039,076 

See notes to consolidated financial statements. 4 

MSHA6756



MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Operations 
(Dollars in Thousands) 

Year Ended June 30, 
2014 2013 

Revenue, gams and support: 
Patient service revenue, net of contractual allowances 

and discounts $ 1,050,426 $ 1,045,245 
Provision for bad debts (122,642) (112,497) 

Net patient service revenue 927,784 932,748 
Premium revenue 10,683 1,003 
Net investment gam 50,703 40,980 
Net derivative gam 3,219 7,118 
Other revenue, gains and support 62,457 77,455 

TOTAL REVENUE, GAINS AND SUPPORT 1,054,846 1,059,304 

Expenses and losses: 
Salaries and wages 340,589 355,590 
Physician salaries and wages 77,636 74,258 
Contract labor 4,282 3,942 
Employee benefits 69,173 74,590 
Fees 115,606 105,891 
Supplies 163,699 162,955 
Utilities 17,052 16,857 
Medical costs 10,292 1,039 
Other 79,980 80,211 
Loss on early extinguishment of debt - Note F 4,622 
Depreciation 69,437 78,941 
Amortization 1,742 2,260 
Interest and taxes 44,392 43,203 

TOTAL EXPENSES AND LOSSES 998,502 999,737 

EXCESS OF REVENUE, GAINS AND SUPPORT 
OVER EXPENSES AND LOSSES $ 56,344 $ 59,567 

See notes to consolidatedfinancial statements. 5 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Changes in Net Assets 
(Do//ars in Thousands) 

Year Ended June 30, 2014 

Mountain States Noncontrolling 
Health Alliance Interests Total 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support 

over Expenses and Losses $ 48,058 $ 8,286 $ 56,344 
Pension and other dermed benefit plan adjustments 194 194 388 
Net assets released from restrictions used for the 

purchase of property, plant and equipment 3,313 3,313 
Noncontrolling interest in acquired subsidiary 914 914 
Distributions to noncontrolling interests ~461l (461l 

INCREASE IN UNRESTRICTED 
NET ASSETS 51,565 8,933 60,498 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 4,693 88 4,781 
Net assets released from restrictions (5,265) (56) (5,321) 

INCREASE (DECREASE) IN TEMPORARILY 
RESTRICTED NET ASSETS {572l 32 (540) 

INCREASE IN TOTAL NET ASSETS 50,993 8,965 59,958 

NET ASSETS, BEGINNING OF YEAR 503,317 169,666 672,983 

NET ASSETS, END OF YEAR $ 554,310 $ 178,631 $ 732,941 

See notes to consolidated financial statements. 6 

MSHA6758



MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Changes in Net Assets - Continued 
(Dollars in Thousands) 

Year Ended June 30, 2013 

Mountain States Noncontrolling 
Health Alliance Interests Total 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support 

over Expenses and Losses $ 52,692 $ 6,875 $ 59,567 
Pension and other defined benefit plan adjustments (172) (171) (343) 
Net assets released from restrictions used for the 

purchase of property, plant and equipment 1,506 1,506 
Distributions to noncontrolling interests (49) (49) 

INCREASE IN UNRESTRICTED 
NET ASSETS 54,026 6,655 60,681 

TEMPORARll... Y RESTRICTED NET ASSETS: 
Restricted grants and contributions 4,969 21 4,990 
Net assets released from restrictions (3,416} ~19} (3,435) 

INCREASE IN TEMPORARll... Y 
RESTRICTED NET ASSETS 1,553 2 1,555 

INCREASE IN TOTAL NET ASSETS 55,579 6,657 62,236 

NET ASSETS, BEGINNING OF YEAR 447,738 163,009 610,747 

NET ASSETS, END OF YEAR $ 503,317 $ 169,666 $ 672,983 

See notes to consolidated financial statements. 7 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Cash Flows 
(Dollars in Thousands) 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Increase in net assets 
Adjustments to reconcile increase in net assets to 

net cash provided by operating activities: 
Provision for depreciation and amortization 
Provision for bad debts 
Loss on early extinguishment of debt 
Change in estimated fair value of derivatives 
Equity in net income of joint ventures, net 
Loss (gain) on disposal of assets 
Amounts received on interest rate swap settlements 
Gain on escrow restructuring 
Gain on swap settlement 
Capital Appreciation Bond accretion and other 
Restricted contributions 
Pension and other defined benefit plan adjustments 
Increase (decrease) in cash due to change in: 

Patient accounts receivable 
Other receivables, net 
Inventories and prepaid expenses 
Trading securities 
Other assets 
Accrued interest payable 
Accounts payable and accrued expenses 
Accrued salaries, compensated absences and 

amounts withheld 
Estimated amounts due to third-party payers, net 
Estimated professiona1liability self-insurance 
Other long-tenn liabilities 

Total adjustments 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchases of property, plant and equipment 
Purchases of land held for expansion 
Acquisitions, net of cash acquired 
Purchases of held-to-maturity securities 
Net distribution from joint ventures and unconsolidated affiliates 
Proceeds from sale of property, plant and equipment 

NET CASH USED IN INVESTING ACTIVITIES 

See notes to consolidatedfinancial statements. 

$ 

Year Ended June 30, 
2014 2013 

59,958 $ 62,236 

71,789 81,786 
122,642 112,497 

4,622 
2,761 (457) 
(369) (636) 

(3,489) (1) 
(5,980) (6,661) 

(13,847) 
(3,020) 

2,629 3,910 
(4,781) (4,990) 

(388) 343 

(115,380) (129,218) 
(11,880) (3,192) 

959 (2,263) 
(46,451) (17,845) 
(2,492) (1,073) 
(1,058) 1,181 
(6,666) (20,263) 

8,006 8,076 
(16,312) 4,757 

199 (586) 
16,425 556 

14,786 9,054 

74,744 71,290 

(63,851) (105,751) 
(573) (5,769) 

(4,256) 
(5,978) (8,722) 

661 732 
2,858 335 

(71,139) (119,175) 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Cash Flows - Continued 
(Dollars in Thousands) 

Year Ended June 30, 
2014 2013 

CASH FLOWS FROM FINANCING ACTMTIES: 
Payments on long-tenn debt and capital lease obligations, 

including deposits to escrow 
Payment of acquisition and fmancing costs 
Proceeds from issuance of long-tenn debt and other 

fmancing arrangements 
Payment on tennination of derivative agreements 
Gain on escrow restructuring 
Net amounts received on interest rate swap settlements 
Restricted contributions received 

(38,768) 
(3,826) 

11,916 

5,980 
5,376 

(75,066) 
(2,314) 

117,085 
(7,375) 
13,847 
6,661 
4,842 

NET CASH PROVIDED BY (USED IN) 
FINANCING ACTNITIES 

----~~~~----~---
(19,322) 57,680 

NET INCREASE (DECREASE) IN CASH 
AND CASH EQUIVALENTS (15,717) 9,795 

CASH AND CASH EQUIVALENTS, beginning of year ___ ~ ___ ....;...;...:.......;..;_ 74,902 65,107 

CASH AND CASH EQUIVALENTS, end of year =$============== 59,185 $ 74,902 

SUPPLEMENTAL INFORMATION AND NON-CASH TRANSACTIONS: 

Cash paid for interest $ 40,546 $ 

Cash paid for federal and state income taxes $ 854 $ 

Construction related payables in accounts payable 
and accrued expenses $ 8,604 $ 

Supplemental cash flow information regarding acquisitions - Note A: 
Assets acquired, net of cash $ 12,715 $ 
Liabilities assumed (8,459) 

37,023 

616 

11,598 

Acquisitions, net of cash acquired =$,,====4,2==56==$===== 

During the year ended June 30, 2014, the Alliance refmanced previously issued debt of$318,385. 

See notes to consolidated financial statements. 9 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements 
(Dollars in Thousands) 

Years Ended June 30, 2014 and 2013 

NOTE A--ORGANIZATION AND OPERATIONS 

Mountain States Health Alliance (the Alliance) is a tax-exempt entity with operations primarily 
located in Washington, Sullivan, Unicoi, and Carter counties of Tennessee and Smyth, Wise, 
Dickenson, Russell and Washington counties of Virginia. The initial funds for the establishment of 
the Alliance in 1945 were provided by individuals and various institutions. 

The primary operations of the Alliance consist of eleven acute and specialty care hospitals, as 
follows: 

• Johnson City Medical Center (JCMC) -licensed for 658 beds 
• Indian Path Medical Center (IPMC) - licensed for 261 beds 
• Smyth County Community Hospital (SCCH) -licensed for 153 beds 
• Norton Community Hospital (NCH) -licensed for 129 beds 
• Sycamore Shoals Hospital (SSH) -licensed for 121 beds 
• Johnston Memorial Hospital (JMH) -licensed for 116 beds 
• Franklin Woods Community Hospital (FWCH) -licensed for 80 beds 
• Russell County Medical Center (RCMC) - licensed for 78 beds 
• Unicoi County Memorial Hospital (UCMH) - licensed for 48 beds 
• Dickenson Community Hospital (OCH) - licensed for 25 beds 
• Johnson County Community Hospital (JCCH) - licensed for 2 beds 

The Alliance has a 50.1 % interest in IMH. JMH is also the sole member of Abingdon Physician 
Partners (APP), a non-taxable corporation that owns and manages physician practices. 

The Alliance has a 50.1 % interest in NCH. NCH is also the sole member or shareholder ofDCH and 
Norton Community Physician Services, LLC (NCPS), a taxable corporation that consists of 
physician practices and a pharmacy and Community Home Care (CHC), a taxable corporation that 
provides home medical equipment. 

The Alliance has an 80% interest in SCCH. SCCH is the sole shareholder of Southwest Community 
Health Services, Inc. (SWCH), a taxable entity that operates a pharmacy and provides other health 
services. 

The activities and accounts of JMH, NCH and SCCH are included in the accompanying consolidated 
financial statements. 

Effective November 1, 2013, the Alliance acquired substantially all the assets, and certain liabilities, 
of Unicoi County Memorial Hospital from Unicoi County, Tennessee. To effectuate the acquisition, 
the Alliance paid approximately $2,500 and committed to construct a new facility within five years. 

10 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(DoHars in Thousands) 

Years Ended June 30, 2014 and 2013 

The accounts and activities of UCMH since acquisition are included in the accompanying 
consolidated financial statements. 

The Alliance is the sole shareholder of Blue Ridge Medical Management Corporation (BRMM), a 
for-profit entity that owns and manages physician practices and provides other healthcare services to 
patients in Tennessee and Virginia. BRMM is either the sole shareholder, a significant shareholder, 
or member of the following consolidated organizations: 

Mountain States Physician Group, Inc. (MSPG): A company that contracts with physicians to 
provide services to BRMM physician practices. 

Mountain States Properties, Inc. (MSP 1): A company that owns and manages real estate 
(primarily medical office buildings) and provides rehabilitation and fitness services. 

Mediserve Medical Equipment of Kingsport, Inc. (Mediserve): A company that provides durable 
medical equipment services. 

Kingsport Ambulatory Surgery Center (KASC) (d.b.a. Kingsport Day Surgery): A joint venture 
operating as an outpatient surgery center which performs procedures primarily in otolaryngology, 
orthopedics, ophthalmology, and general surgery. BRMM has a 43% ownership ofKASC and 
maintains control over KASC through a management agreement. The accounts and activities of 
KASC are included in the accompanying consolidated fmancial statements. 

Emmaus Community Healthcare LLC (d.b.a. Piney Flats Urgent Care (PFUC}): A for-profit 
entity that provides urgent care patient services. BRMM has a 75% ownership ofPFUC. The 
accounts and activities of PFUC are included in the accompanying consolidated financial 
statements. 

Mountain States Pharmacy (MSP): A for-profit company that owns and operates retail 
pharmacies. 

East Tennessee Ambulatory Surgery Center (ETASC): Effective January 1, 2014, BRMM 
acquired a controlling 66.1 % ownership in ETASC and recognized approximately $2,244 of 
goodwill as a result of the transaction. The accounts and activities ofETASC since acquisition 
are included in the accompanying consolidated financial statements. 

The Alliance is the primary beneficiary of the activities of Mountain States Foundation, Inc. (MSF), 
a not-for-profit foundation formed to coordinate fundraising and development activities of the 
Alliance. The Alliance is also the beneficiary of the Mountain States Health Alliance Auxiliary 
(Auxiliary), a not-for-profit organization formed to coordinate volunteer activities of the Alliance. 

11 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2014 and 2013 

The activities and accounts ofMSF and the Auxiliary are included in the accompanying consolidated 
financial statements. 

The Alliance is a 99.8% shareholder of Integrated Solutions Health Network, LLC (ISBN). The 
primary function of ISHN is to establish, operate and administer a provider-sponsored health care 
delivery network. ISHN is the sole shareholder of the following subsidiaries: 

Crest Point Health Insurance Company (CHIC): A for-profit insurance company licensed in the 
State of Tennessee which provides network access and administration and third-party 
administrator services. CHIC has a risk-based contract with the Center for Medicare & Medicaid 
Services (CMS) to provide or arrange for the provision of health care services to senior citizens 
who have Medicare Part A, Medicare Part B and Medicare Part D entitlements. 

AnewCare Collaborative (AnewCare): A for-profit accountable care organization which 
participates in CMS's Medicare Shared Savings Program. 

NOTE B--SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation: The accompanying consolidated fmancial statements include the 
accounts of the Alliance and its consolidated subsidiaries after elimination of all significant 
intercompany accounts and transactions. 

Noncontrolling Interests in Subsidiaries: The Alliance's accompanying consolidated fmancial 
statements include all assets, liabilities, revenues, expenses, and changes in net assets, including 
amounts attributable to the noncontrolling interests. Noncontrolling interests represent the portion of 
equity (net assets) in a subsidiary not attributable, directly or indirectly, to the Alliance. For the years 
ending June 30, 2014 and 2013, the Alliance attributed an Excess of Revenue, Gains and Support 
over Expenses and Losses of$8,286 and $6,875, respectively, to the noncontrolling interests in JMH, 
NCH, SCCH, KASC, PFUC, ETASC and ISHN based on the noncontrolling interests' respective 
ownership percentage. 

Use of Estimates: The preparation of the consolidated fmancial statements in conformity with 
accounting principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities as of the date of the consolidated fmancial statements. 
Estimates also affect the reported amounts of revenue and expenses during the reporting period. 
Actual results could differ from these estimates. 

Cash and Cash Equivalents: Cash and cash equivalents include all highly liquid investments with a 
maturity of three months or less when purchased. Cash and cash equivalents designated as assets 

12 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2014 and 2013 

limited as to use or uninvested amounts included in investment portfolios are not included as cash 
and cash equivalents. 

Investments: Investments include trading securities and held-to-maturity securities. Within the 
trading securities portfolio, all debt securities and marketable equity securities with readily 
determinable fair values are reported at fair value based on quoted market prices. Investments 
without readily determinable fair values are reported at estimated fair market value pursuant to The 
Financial Accounting Standards Board (PASB) Accounting Standards Codification (ASC) 825, 
Financial Instruments. Realized gains and losses are computed using the specific identification 
method for cost determination. Interest and dividend income is reported net of related investment 
fees. 

Investments which the Alliance has the positive intent and ability to hold to maturity are classified as 
held-to-maturity and are stated at amortized cost. On June 30, 2013, the Alliance determined that it 
no longer intended to hold certain of its held-to-maturity investment portfolios to maturity and 
reclassified investments with an amortized cost of$161 ,929 into the trading designation. As a result, 
the Alliance recognized net unrealized gains of approximately $8,255 in the accompanying 2013 
Consolidated Statement of Operations. The investments that remain designated as held-to-maturity 
are limited as to use under a safekeeping agreement or are otherwise unavailable for disposition. 

Management annually evaluates investments designated as held-to-maturity and recognizes any 
"other-than-temporary" losses as deductions from the Performance Indicator (as defined below). 
Management's evaluation considers the amount of decline in fair value, as well as the time period of 
any such decline. Management does not believe any investment classified as held-to-maturity is 
other-than-temporarily impaired at June 30, 2014. 

Investments in joint ventures are generally reported under the equity method of accounting, which 
approximates the Alliance's equity in the underlying net book value, unless the ownership structure 
requires consolidation. Other assets include investments in joint ventures of$I,364 and $2,057 at 
June 30, 2014 and 2013, respectively. 

Inventories: Inventories, consisting primarily of medical supplies, are stated at the lower of cost or 
market with cost determined by first-in, first-out method. 

Property, Plant and Equipment: Property, plant and equipment is stated on the basis of cost, or if 
donated, at the fair value at the date of gift. Generally, depreciation is computed by the straight-line 
method over the estimated useful life of the asset. During 2014, the Alliance changed its estimates 
of depreciable lives for certain classes of property and equipment. Management evaluated the useful 
lives of certain classes of equipment and determined that, based on information available to them, the 
previously assigned lives were not consistent with actual usage of such assets. As a result, 
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management extended the depreciable lives of certain classes of property and equipment to better 
reflect the actual usage pattern. The impact of this change in estimated useful lives was to decrease 
depreciation expense in the Consolidated Statement of Operations for the year ended June 30, 2014 
by approximately $7,500. 

Equipment held under capital lease obligations is amortized under the straight-line method over the 
shorter of the lease term or estimated useful life. Amortization of buildings and equipment held 
under capital leases is shown as a part of depreciation expense and accumulated depreciation in the 
accompanying consolidated financial statements. Renewals and betterments are capitalized and 
depreciated over their useful life, whereas costs of maintenance and repairs are expensed as incurred. 

Interest costs incurred on borrowed funds during the period of construction of capital assets is 
capitalized as a component of the cost of acquiring those assets. The amount capitalized is net of 
investment earnings on assets limited as to use derived from borrowings designated for capital assets. 

The Alliance reviews capital assets for indications of potential impairment when there are changes in 
circumstances related to a specific asset. If this review indicates that the carrying value of these 
assets may not be recoverable, the Alliance estimates future cash flows from operations and the 
eventual disposition of such assets. If the sum of these undiscounted future cash flows is less than 
the carrying amount of the asset, a write-down to estimated fair value is recorded. The Alliance did 
not recognize any impairment losses during 2014 and 2013. 

Other assets include property held for resale and property held for expansion of $20,793 and 
$20,220, respectively, at June 30, 2014 and 2013. Property held for resale and property held for 
expansion primarily represent land contributed to, or purchased by, the Alliance plus costs incurred 
to develop the infrastructure of such land. Management annually evaluates its investment and 
records non-temporary declines in value when it is determined the ultimate net realizable value is 
less than the recorded amount. No such declines were identified in 2014 and 2013. 

Goodwill: Goodwill represents the difference between the acquisition cost of assets and the 
estimated fair value of net tangible and any separately identified intangible assets. Goodwill is 
evaluated for impairment at least annually. The reporting unit for evaluation of the majority of the 
Alliance's goodwill is the aggregate acute-care operations. Management performed an evaluation of 
goodwill for impairment considering qualitative and quantitative factors and does not believe the 
goodwill associated with any of its reporting units is impaired as of June 30, 2014. Management's 
estimates utilized in the evaluation contain significant estimates and it is reasonably possible that 
such estimates could change in the near term. 

Deferred Financing, Acquisition Costs and Other Charges: Other assets include deferred financing, 
acquisition costs and other charges of$25,841 and $28,480 at June 30, 2014 and 2013, respectively. 
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Deferred financing costs are amortized over the life of the respective bond issue principally using the 
average bonds outstanding method. 

Prior to 2009, the Alliance routinely financed interest rate swap and other derivative transaction 
issuance costs through modification of future settlement terms. As such, the unamortized issuance 
costs of these derivatives are included as deferred fmancing costs in the accompanying Consolidated 
Balance Sheets and are being amortized over the term of the respective derivative instrument. The 
unpaid issuance costs are included as a part of the estimated fair value of derivatives in the 
accompanying Consolidated Balance Sheets. Beginning in 2009, interest rate swap and derivative 
transaction issuance costs were expensed as incurred. 

Derivative Financial Instruments: The Alliance is a party to various interest rate swaps. These 
financial instruments are not designated as hedges and have been presented at estimated fair market 
value in the accompanying Consolidated Balance Sheets as either current or long-term liabilities, 
based upon the remaining term of the instrument. Changes in the estimated fair value of these 
derivatives are included in the Consolidated Statements of Operations as part of net derivative gain. 

Estimated Professional Liability Self-Insurance and Other Long-Term Liabilities: Self-insurance 
liabilities include estimated reserves for reported and unreported professional liability claims and are 
recorded at the estimated net present value of such claims. Other long-term liabilities include 
contributions payable and obligations under deferred compensation arrangements, a defmed benefit 
pension plan, a post-retirement employee benefit plan as well as other liabilities which management 
estimates are not payable within one year. 

Net Patient Service Revenue/Receivables: Net patient service revenue is reported on the accrual 
basis in the period in which services are provided at the estimated net realizable amounts, including 
estimated retroactive adjustments under reimbursement agreements with third-party payers. 
Retroactive adjustments are accrued on an estimated basis in the period the related services are 
rendered and adjusted in future periods as fmal settlements are determined. The Alliance's revenue 
recognition policies related to self-pay and other types of payers emphasize revenue recognition only 
when collections are reasonably assured. 

Patient accounts receivable are reported net of both an estimated allowance for uncollectible 
accounts and an estimated allowance for contractual adjustments. The contractual allowance 
represents the difference between established billing rates and estimated reimbursement from 
Medicare, Medicaid, TennCare and other third-party payment programs. Current operations include 
a provision for bad debts in the Consolidated Statements of Operations estimated based upon the age 
of the patient accounts receivable, historical writeoffs and recoveries and any unusual circumstances 
(such as local, regional or national economic conditions) which affect the collectibility of 
receivables, including management's assumptions about conditions it expects to exist and courses of 
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action it expects to take. The primary uncertainty lies with uninsured patient receivables and 
deductibles, co-payments or other amounts due from individual patients. Additions to the allowance 
for uncollectible accounts result from the provision for bad debts. Patient accounts written off as 
uncollectible are deducted from the allowance for uncollectible accounts. 

For uninsured patients that do not qualify for charity care, the Alliance recognizes revenue on the 
basis of discounted rates under the Alliance's self-pay patient policy. Under the policy, a patient who 
has no insurance and is ineligible for any government assistance program has his or her bill reduced 
to the amount which generally would be billed to a commercially insured patient. The Alliance's 
policy does not require collateral or other security for patient accounts receivable. The Alliance 
routinely accepts assignment of, or is otherwise entitled to receive, patient benefits payable under 
health insurance programs, plans or policies. 

Charity Care: The Alliance accepts all patients regardless of their ability to pay. A patient is 
classified as a charity patient by reference to certain established policies of the Alliance and various 
guidelines outlined by the Federal Government. These policies defme charity as those services for 
which no payment is anticipated and, as such, charges at established rates are not included in net 
patient service revenue. Charges forgone, based on established rates, totaled approximately 
$109,550 and $103,084 during 2014 and 2013, respectively. The estimated direct and indirect cost 
of providing these services totaled approximately $23,733 and $24,709 in 2014 and 2013, 
respectively. Such costs are determined using a ratio of cost to charges analysis with indirect cost 
allocated. 

In addition to the charity care services, the Alliance provides a number of other services to benefit 
the poor for which little or no payment is received. Medicare, Medicaid, TennCare and State 
indigent programs do not cover the full cost of providing care to beneficiaries of those programs. 
The Alliance also provides services to the community at large for which it receives little or no 
payment. 

Excess of Revenue, Gains and Support Over Expenses and Losses: The Consolidated Statements of 
Operations and the Consolidated Statements of Changes in Net Assets includes the caption Excess of 
Revenue, Gains and Support Over Expenses and Losses (the Performance Indicator). Changes in 
unrestricted net assets which are excluded from the Performance Indicator, consistent with industry 
practice, include contributions of long-lived assets or amounts restricted to the purchase of long
lived assets, certain pension and related adjustments, and transactions with noncontrolling interests. 

Income Taxes: The Alliance is classified as an organization exempt from income taxes under 
Section 501(c)(3) of the Internal Revenue Code. As such, no provision for income taxes has been 
made in the accompanying consolidated fmancial statements for the Alliance and its tax-exempt 
subsidiaries. The Alliance's taxable subsidiaries are discussed in Note L. The Alliance has no 
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significant uncertain tax positions at June 30,2014 and 2013. At June 30, 2014, taxretums for 201 0 
through 2013 are subject to examination by the Internal Revenue Service. 

Temporarily and Permanently Restricted Net Assets: Temporarily restricted net assets are those 
whose use has been limited by donors to a specific time period or purpose. When a donor or time 
restriction expires; that is, when a stipulated time restriction ends or purpose restriction is fulfilled, 
temporarily restricted net assets are reclassified as unrestricted net assets and reported in the 
Consolidated Statements of Operations and Changes in Net Assets as net assets released from 
restrictions. The Alliance's policy is to net contribution and grant revenues against related expenses 
and present such amounts as a part of other revenue, gains and support in the Consolidated 
Statements of Operations. Permanently restricted net assets have been restricted by donors to be 
maintained by the Alliance in perpetuity. 

Premium Revenue: Premiums earned include premiums from individuals and Medicare. Medicare 
revenue includes premiums based on predetermined prepaid rates under Medicare risk contracts. 
Premiums are recognized in the month in which the members are entitled to health care services. 
Premiums collected in advance are deferred and recorded as unearned premium revenue. Premium 
deficiency losses are recognized when it is probable that expected future claim expenses will exceed 
future premiums on existing contracts. CHIC evaluated the need for a premium deficiency reserve 
and recorded an estimated reserve of $2,000 at June 30, 2014. 

Medicare Shared Savings Program (MSSP): AnewCare, an Accountable Care Organization (ACO), 
participates in CMS' s Medicare Shared Savings Program which is designed to facilitate coordination 
and cooperation among providers to improve the quality of care for Medicare beneficiaries and 
reduce unnecessary costs. ACOs participating in the program are assigned beneficiaries by CMS and 
are entitled to share in the savings if they are able to lower growth in Medicare Parts A and B fee-for
service costs while meeting performance standards on quality of care. The program is based on 
performance periods, the first of which specific to AnewCare was the period of July 2012 to 
December 2013. Utilizing statistical data and the methodology employed by CMS, AnewCare 
estimated and recognized $2,644 of net shared savings through June 30, 2013. Upon completion of 
the initial performance period, total net shared savings of $4,745 were recognized. For the second 
performance period, AnewCare has estimated $1,625 of net shared savings as of June 30, 2014. 
Variability is inherent in the estimation methodology and due to uncertainties in the estimation; it is 
probable that management's estimates of shared savings, if any, will change by the end of the second 
performance period, and such change could be significant. 

Electronic Health Record (EHR) Incentives: The American Recovery and Reinvestment Act of2009 
(ARRA) provides for incentive payments under the Medicare and Medicaid programs for certain 
hospitals and physician practices that demonstrate meaningful use of certified EHR technology. The 
incentive payments are calculated based upon estimated discharges, charity care and other input data 
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and are recorded upon the Alliance's attainment of program and attestation criteria. The incentive 
payments are subject to regulatory audit. During the years ending June 30, 2014 and 2013, the 
Alliance recognized EHR incentive revenues of$18,269 and $22,474, respectively. EHR incentive 
revenues are included in other revenue, gains and support in the accompanying Consolidated 
Statements of Operations. The Alliance incurs both capital expenditures and operating expenses in 
connection with the implementation ofits various EHR initiatives. The amount and timing of these 
expenditures does not directly correlate with the timing of the Alliance's receipt or recognition of the 
EHR incentive payments. 

Medical Costs: The cost of health care services is recognized in the period in which services are 
provided. Medical costs include an estimate of the cost of services provided to cmc members by 
third-party providers, which have been incurred but not reported to CHIC. The estimate for incurred 
but not reported claims is based on actuarial projections of costs using historical paid claims and 
industry data. Due to uncertainties in the estimation, it is at least reasonably possible that 
management's estimates of incurred but not reported claims will change in 2015, although the 
amount of the change cannot be estimated. 

Subsequent Events: The Alliance evaluated all events or transactions that occurred after June 30, 
2014, through October 29, 2014, the date the consolidated financial statements were available to be 
issued. During this period management did not note any material recognizable subsequent events 
that required recognition or disclosure in the June 30, 2014 consolidated fmancial statements, other 
than as discussed in Note Q. 

Reclassifications: Certain 2013 amounts have been reclassified to confonn with the 2014 
presentation in the accompanying consolidated financial statements. 

NOTE C--INVESTMENTS 

Assets limited as to use are summarized by designation or restriction as follows at June 30: 

2014 2013 
Designated or restricted: 

Under safekeeping agreements $ 8,220 $ 8,254 
By Board to satisfy regulatory requirements 6,759 2,096 
Under bond indenture agreements: 

F or debt service and interest payments 55,123 60,823 
F or capital acquisitions 16,127 36,989 

86,229 108,162 
Less: amount required to meet current obligations (25,029) ~20,386) 

$ 61,200 $ 87,776 
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Assets limited as to use consist of the following at June 30: 

2014 2013 

Cash, cash equivalents and money market funds $ 54,437 $ 57,190 
U.S. Government securities 8,683 11,164 
U.S. Agency securities 19,835 30,407 
Corporate and foreign bonds 2,354 7,530 
Municipal obligations 920 1,871 

$ 86,229 $ 108,162 

Trading securities consist of the following at June 30: 

2014 2013 

Cash, cash equivalents and money market funds $ 47,126 $ 9,488 
U.S. Government securities 30,721 18,481 
U.S. Agency securities 39,084 19,620 
Corporate and foreign bonds 96,749 172,350 
Municipal obligations 21,409 17,749 
Preferred and asset backed securities 3,497 3,491 
U.S. equity securities 1,868 10,944 
Mutual funds 253,301 186,028 
Alternative investments 54,761 37,353 

$ 548,516 $ 475,504 

Held-to-maturity securities (other than assets limited as to use) are carried at amortized cost and 
consist of the following at June 30: 

2014 2013 

Cash, cash equivalents and money market funds $ 220 $ 75 
Corporate and foreign bonds 35,131 33,060 
Municipal obligations 3,408 4,937 

$ 38,759 $ 38,072 

Held-to-maturity securities had gross unrealized gains and losses of $206 and $456, respectively, at 
June 30, 2014 and $15 and $1,421, respectively, at June 30, 2013. At June 30, 2014, the Alliance 
held securities within the held-to-maturityportfolio with a fair value and unrealized loss of$13,513 
and $456, respectively, which had been at an unrealized loss position for over one year. At June 30, 
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2013, the Alliance held no securities within the held-to-maturity portfolio which had been in an 
unrealized loss position for over one year. At June 30, 2014, the contractual maturities of held-to
maturity securities were $17,625 due in one year or less, $5,411 due from one to five years and 
$15,723 due after five years. 

The net investment gain is comprised of the following for the years ending June 30: 

2014 2013 

Interest and dividend income, net of fees $ 12,074 $ 13,881 
Net realized gains on the sale of securities 15,311 3,074 
Change in net unrealized gains on securities 23,318 24,025 

$ 50,703 $ 40,980 

The Alliance is a member of Premier Inc.'s (Premier) group purchasing organization and in 
connection with this membership, the Alliance held a non-controlling interest in Premier that was 
accounted for using the cost method of accounting. In October 2013, Premier completed an initial 
public offering (IPO) and a restructuring of the company. In connection with the restructuring, the 
Alliance received 860,499 Class B Units and concurrently sold approximately 16% of the units back 
to Premier. The Alliance recognized a gain of approximately $3,500 on the sale, which is included 
within other revenue, gains and support in the 2014 Consolidated Statement of Operations. 

The Alliance has the ability to convert its remaining Class B units into cash or Premier's Class A 
common stock over a seven year vesting period. The Alliance recorded an investment in Premier 
relative to the estimated fair value of the remaining Class B units of approximately $14,713. In 
addition, as the vesting period is tangential to the Alliance's continued participation in the group 
purchasing contract, the Alliance recorded a liability equivalent to the estimated fair value of the 
Class B units, which is included within other long-term liabilities in the 2014 Consolidated Balance 
Sheet. The liability is being amortized as a vendor incentive over the seven year vesting period. 
During 2014, the Alliance recognized approximately $2,995 related to the fIrst vesting period 
(Tranche 1), which is included within other revenue, gains and support in the 2014 Consolidated 
Statement of Operations. 

NOTE D--DERIV ATIVE TRANSACTIONS 

The Alliance is a party to a number of derivative transactions. These derivatives have not been 
designated as hedges and are valued at estimated fair value in the accompanying Consolidated 
Balance Sheets. Management's primary objective in holding such derivatives is to introduce a 
variable rate component into its fixed rate debt structure. Under the terms of these agreements, 
changes in the interest rate environment could have a significant effect on the Alliance. Net deferred 
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financing, acquisition costs and other charges include $5,447 and $5,791 at June 30, 2014 and 2013, 
respectively, related to these swaps. 

The Alliance is subject to an enforceable master netting arrangement in the form of an ISDA 
agreement with Bank of America, Merrill Lynch. Under the terms of this agreement, offsetting of 
derivative contracts is permitted in the event of default of either party to the agreement. The ISDA 
agreement requires that the Alliance post additional collateral for the derivatives' fair market value 
deficits above specified levels. As ofJune 30, 2014 and 2013, the Alliance was not required to post 
additional collateral. 

The following is a summary of the interest rate swap agreements at June 30, 2014 and 2013: 

Notional Payments: Estimated Fair Value 
Amount Term Counterptll1y Receive P~ 2014 2013 

$170,000 4/2006-412026 Bank of America, 1.07% 412013-412014 0.00% $ 3,089 $ 3,895 
Merrill Lynch 1.14% 512014-412016 

$95,000 412006-412026 Bank of America, 1.08% 412013-412014 0.00% 1,748 2,205 
Merrill Lynch 1.14% 512014-412016 

$173,030 4/2006-412034 Bank of America, 1.12% 412013-412014 0.00% (1,884) (710) 
Merrill Lynch 1.16% 512014-412016 

$82,055 1212007-712033 Bank of America, 67% USD-LffiOR- 0.312%+ (9,365) (9,322) 
Merrill Lynch BBA USD-SIFMA 

$50,000 212008-712038 Bank of America, 67% (USD-LffiOR- USD-SIFMA (4,210) (4,218) 
Merrill Lynch BBA+0.15%) 

$20,400 712007-712015 Bank of America, 1.05%+ 4.50% 63 35 
Merrill Lynch USD-SIFMA 

pO,559l (8,1I5l 

$4,680 712010-712015 First Tennessee Bank 0.00% USD-LffiOR-BBA {44l QOl 
$ (l0,603l $ (8,185) 

The net investment derivative gain is comprised of the following for the years ending June 30: 

2014 2013 

Settlement income and other $ 5,980 $ 6,661 
Change in estimated fair value (2,761) 457 

$ 3,219 $ 7,118 

These fair values are based on the estimated amount the Alliance would receive, or be required to 
pay, to enter into equivalent agreements at the valuation date and include an estimated credit value 

21 

MSHA6773



MOUNTAIN STATES HEALm ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2014 and 2013 

adjustment. Due to the nature of these fmancial instruments, such estimates of fair value are subject 
to significant change in the near tenn. 

The Alliance was a party to a total return swap which terminated in 2009. In 2013, the Alliance and 
counterparty reached a settlement agreement. A gain of approximately $3,020 was recognized on the 
settlement, which is included within other revenue, gains and support in the accompanying 2013 
Consolidated Statement of Operations. 

NOTE E--PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consist of the following at June 30: 

2014 2013 

Land $ 60,722 $ 60,180 
Buildings and leasehold improvements 760,853 718,489 
Property and improvements held for leasing 80,824 77,767 
Equipment and information technology infrastructure 700,748 664,469 
Buildings and equipment held under capital lease 340 671 

1,603,487 1,521,576 

Less: Allowances for depreciation and amortization (757,641) (704,0022 
845,846 817,574 

Construction in progress (Note N) 35,583 66,719 

$ 881,429 $ 884,293 

Accumulated depreciation and amortization on property and improvements held for leasing purposes 
is $27,500 and $25,146 atJune 30, 2014 and2013, respectively. Net interest capitalized was $1,533 
and $4,419 for the years ended June 30,2014 and 2013, respectively. 

The Alliance entered into an Amendment and Mutual Release Agreement with a vendor whereby the 
Alliance waived its right to take any action with respect to prior contracts in exchange for 
professional services, primarily related to accelerated deployment of information systems. The 
Alliance recognized approximately $282 and $3,386 in 2014 and 2013, respectively, as additions to 
property, plant and equipment with an offsetting gain related to the agreed-upon value of such 
professional services. The Alliance anticipates recognition of additional amounts in future periods. 
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NOTE F--LONG-TERM DEBT AND OTHER FINANCING ARRANGEMENTS 

Long-term debt and capital lease obligations consist of the following at June 30: 

Description 

2013 Hospital Revenue and Refunding Revenue Bonds: 
$61,180 variable rate tax-exempt term bond, due August 2031 
$48,600 variable rate tax-exempt term bond, due August 2032 
$13,350 variable rate tax-exempt term bond, due August 2038 
$89,620, variable rate tax-exempt term bonds, due August 2042 
$16,235, variable rate tax-exempt term bond, due August 2043 
$99,680 variable rate taxable term bond due August 2043 

2012 Hospital Revenue Bonds: 
(net of unamortized premium of$I,756 and $1,817 atJune 30, 2014 and 
2013, respectively) 

$55,000 fixed rate tax-exempt term bond, due August 2042 

2011 Hospital Revenue and Refunding and Improvement Bonds: 
$6,445 variable rate taxable term bond, due July 2026 
$76,930 variable rate tax-exempt term bonds, due July 2033 
$21,335 variable rate tax-exempt term bond, due July 2033 (JMH) 

2010 Hospital Revenue Refunding Bonds: 
(net of unamortized premium of$I,523 and $1,604 at June 30, 2014 and 
2013, respectively) 

$41,600 fixed rate tax-exempt serial bonds, through 2020 
$4,355 fixed rate tax-exempt term bond, due July 2023 
$14,985 fixed rate tax-exempt term bond, due July 2025 
$4,250 fixed rate tax-exempt term bond, due July 2028 
$19,230 fixed rate tax-exempt term bond, due July 2030 
$95,050 fIXed rate tax-exempt term bonds, due July 2038 

2009 Hospital Revenue Bonds: 
(net of unamortized discount of$2,267 and $2,359 at June 30, 2014 and 
2013, respectively) 

$16,990 fixed rate tax-exempt term bonds, due July 2019 
$21,730 fixed rate tax-exempt term bonds, due July 2029 
$83,360 fixed rate tax-exempt term bonds, due July 2038 

2008 Hospital Revenue Bond: 
Refunded in 2014 

20018 Taxable Hospital Revenue Bonds: 
$19,515 variable rate taxable term bond due July 2019 

2006 Hospital First Mortgage Revenue Bonds: 
(net of unamortized premium of$129 and $135 at June 30, 2014 and 
2013, respectively) 

$4,680 fIXed rate tax-exempt serial bonds, through 2019 
$7,375 fixed rate tax-exempt term bond, due July 2026 
$20,505 fixed rate tax-exempt term bond, due July 2031 
$135,175 fixed rate tax-exempt term bond, due July 2036 

2001 Hospital First Mortgage Revenue Bond: 
$20,400 fixed rate tax-exempt term bond, due July 2026 

Rate lIS of Outstanding Balance 
June 30,2014 2014 20U 

1.13% $ 328,665 $ 
0.91% 
1.13% 
1.l()%-1.21% 
0.05% 
0.12% 

5.00"/0 

0.12% 
0.07% 
1.10% 

4.00% to 5.00% 
5.00% 
5.38% 
5.50% 
5.63% 
6.00% - 6.50% 

7.25% 
7.50"/0 
7.75% - 8.00"10 

0.13% 

5.00% 
5.25% 
5.50% 
5.50"10 

4.50% 

56,756 

104,710 

180,993 

119,813 

19,515 

167,864 

20,400 

94,697 

229,919 

188,549 

122,256 

65,210 

123,335 

168,485 

21,400 
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Description 

2000 Hospital First Mortgage Revenue and Refunding Bonds: 
$43,995 fIXed rate tax-exempt term bonds, due July 2026 
$37,011 fIXed rate tax-exempt Capital Appreciation Bonds, interest and 
principal due July 2026 through 2030 

Capitalized lease obligations secured by equipment 
Various monthly principal and interest payments through December 2016 

Master installment payment agreements 
Various payments through May 2014 

Notes payable secured by real estate 
Various principal and interest payments through 2017 

Promissory notes secured by assets ofPFUC 
Various monthly principal and interest payments through 2019 

Term note 
Monthly principal payments of $60 plus variable rate interest beginning 
November 2012 through September 2015; remaining principal due October 2015 

Notes payable secured by equipment 
Various monthly principal and interest payments through 2016 

Promissory note secured by assets ofKASC 

Rateao/ 
June 30, 2014 

8.50% 
6.63% 

Various 

Unspecified 

Various 

3.00% - 3.75% 

1.14% 

Various 

Monthly principal payments of$7 beginning April 2014 through February 2019; 3.25% 
remaining principal due March 2019 

Promissory note secured by assets of ETASC 
Monthly principal payments of $8 plus variable rate interest beginning January 2011 3.25% 
through August 2015; remaining principal due September 2015 

Lesscunrentportion 

O.lIstllllding Ba1tmce 
2014 2013 

81,006 80,485 

806 1,240 

3,823 

5,542 5,878 

918 985 

16,883 17,607 

790 896 

431 

595 

1,105,687 1,124,765 
(30,618) (34,417) 

$ 1,075,069 $ 1,090,348 

Series 2013 Bonds: In July 2013, the Alliance issued $16,235 (Series 2013A) Hospital Revenue 
Bonds, $99,680 (Series 2013B) Hospital Refunding Revenue Bonds, $13,350 (Series 2013C) 
Hospital Refunding Revenue Bonds and $28,310 (Series 20130) Hospital Revenue Bonds through 
The Health and Educational Facilities Board of the City of Johnson City, Tennessee and $61,180 
(Series 2013D) Hospital Refunding Revenue Bonds, $9,880 (Series 2013E) Hospital Refunding 
Revenue Bonds, $51,430 (Series 2013F) Hospital Refunding Revenue Bonds and $48,600 (Series 
20 13H) Hospital Refunding Revenue Bonds through the Industrial Development Authority of Smyth 
County, Virginia (collectively, the Series 2013 Bonds). 

The proceeds from the Series 20 13A Bonds were used to fmance or refinance capital improvements 
and equipment acquisitions and to pay issuance costs associated with these Bonds. The proceeds 
from the remaining Series 2013 Bonds were used to refinance outstanding indebtedness, specifically 
related to the Series 2007B-2, 2008A, 2008B, 2011 C, 2011D, 2012B and 2012C Bonds, and to pay 
issuance costs associated with these Bonds. 
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Capital Appreciation Bonds: The Series 2000 Bonds include $14,680 of insured Capital 
Appreciation Bonds. Such bonds bear a 0% coupon rate and have a yield of 6.625% annually. The 
Alliance recognizes interest expense and increases the amount of outstanding debt each year based 
upon this yield. Total principal and interest due at maturity (2026 through 2030) is $93,675. 

Other: Outstanding tax-exempt bond obligations that were insured under municipal bond insurance 
policies were $81,006 and $80,485 at June 30, 2014 and 2013, respectively. Under terms of these 
policies, the insurer guarantees the Alliance's payment of principal and interest. At June 30, 2014 
and 2013, the Alliance held $212,360 and $417,290, respectively, in variable rate demand bonds 
with letter of credit support and $240,530 and $39,055, respectively, in variable rate bonds held 
under direct purchase agreements. 

Early Redemption: Essentially all of the Alliance's bonds are subject to redemption prior to 
maturity, including optional, mandatory sinking fund and extraordinary redemption, at various dates 
and prices as described in the respective Bond indentures and other documents. 

Derecognized Bonds: In previous years, the advance refunded previously issued debt by placing 
required funds in irrevocable trusts in order to satisfy remaining scheduled principal and interest 
payments of the outstanding debt. Management, upon advice oflegal counsel, believes the amounts 
deposited in such irrevocable trust accounts have contractually relieved the Alliance of any future 
obligations with respect to this debt, and the debt is not a considered liability of the Alliance. 
Therefore, such debt has been derecognized. Debt outstanding and not recognized in the 
Consolidated Balance Sheet at June 30, 2014 due to previous advance refundings totaled 
approximately $196,290. 

The assets placed in the irrevocable trust accounts are also not recognized as assets of the Alliance. 
These assets consist primarily of various investments, as permitted by bond indentures and other 
documents, including United States Treasury obligations, an investment contract with MBIA 
Insurance Corporation (MBIA) in the original amount of $54,300, as well as the Series 2000C and 
2000D Bonds which were purchased with the proceeds of the 2000A and 2000B Bonds specifically 
for the purpose of utilizing the Series 2000C and 20000 Bonds in the irrevocable trust. Therefore, 
certain of the assets held in the irrevocable trust accounts have future income streams contingent 
upon payments by the Alliance. 

The Alliance instructed the trustee of the advance refunded 1998C Bonds to liquidate certain 
investments held in the related irrevocable trust account and to redeem a portion of the 1998C Bonds 
with the proceeds from the liquidation. The fair value of the liquidated assets exceeded the payment 
necessary to redeem the 1998C Bonds and the excess was paidto the Alliance. As a result of this 
transaction, the Alliance recognized a net gain of $13,847 which is included in other revenue, gains 
and support in the accompanying 2013 Consolidated Statements of Operations. 
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Financing Arrangements: The Alliance has granted a deed of trust on JCMC and SSH to secure the 
payment of the outstanding bonds indebtedness. The bonds are also secured by the 
Alliance's receivables, inventories and other assets as well as certain funds held under the documents 
pursuant to which the bonds were issued. The JMH Series 2011 Hospital Refunding and 
Improvement Revenue Bonds are secured by pledged revenues of JMH, as defmed in the Credit 
Agreement. 

Certain members of the Alliance and JMH are each members of separate Obligated Groups. The 
bond indentures, master trust indentures, letter of credit agreements and loan agreements related to 
the various bond issues and notes payable contain covenants with which the respective Obligated 
Groups must comply. These requirements include maintenance of certain financial and liquidity 
ratios, deposits to trustee funds, permitted indebtedness, use of facilities and disposals of property. 
These covenants also require that failure to meet certain debt service coverage tests will require the 
deposit of all daily cash receipts of the Alliance into a trust fund. Management has represented the 
Alliance and JMH are in compliance with all such covenants at June 30, 2014. 

During 2014, the Alliance recognized a $4,622 loss on early extinguishment of debt representing the 
write off of previously deferred and unamortized fmancing costs generally related to the refunded 
portion of the Series 2012 Bonds, Series 2008 Bonds, Series 2011 Bonds and Series 2007B Bonds. 

The scheduled maturities and mandatory sinking fund payments of the long-term debt and capital 
lease obligations (excluding interest), exclusive of net unamortized original issue discount and 
premium, at June 30, 2014 are as follows: 

Year Ending June 30, 

2015 $ 
2016 
2017 
2018 
2019 

Thereafter 

Net premium 
$ 

NOTE G--SELF-INSURANCE PROGRAMS 

30,618 
42,329 
27,647 
24,793 
25,924 

953,235 

1,104,546 
1,141 

1,105,687 

The Alliance is substantially self-insured for professional and general liability claims and related 
expenses. The Alliance maintains a $25,000 umbrella liability policy that attaches over the self-
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insurance limits of $10,000 per claim and a $15,000 annual aggregate retention. The Alliance's 
insurance program also provides professional liability coverage for certain affiliates and joint 
ventures. 

The Alliance is also substantially self-insured for workers' compensation claims in the State of 
Tennessee and has established estimated liabilities for both reported and unreported claims. The 
Alliance maintains a stop-loss policy that attaches over the self-insurance limits of $1,000 per 
occurrence and $1,000 annual aggregate retention. In the State of Virginia, the Alliance is not self
insured and maintains workers' compensation insurance through commercial carriers. 

At June 30, 2014, the Alliance is involved in litigation relating to medical malpractice and workers' 
compensation and other claims arising in the ordinary course of business. There are also known 
incidents occurring through June 30, 2014 that may result in the assertion of additional claims, and 
other unreported claims may be asserted arising from services provided in the past. Alliance 
management has estimated and accrued for the cost of these unreported claims based on historical 
data and actuarial projections. The estimated net present value of malpractice and workers' 
compensation claims, both reported and unreported, as of June 30, 2014 and 2013 was $13,220 and 
$12,348, respectively. The discount rate utilized was 5% at June 30, 2014 and 2013. 

Additionally, the Alliance is self-insured for employee health claims and recognizes expense each 
year based upon actual claims paid and an estimate of claims incurred but not yet paid, including a 
catastrophic claims reserve based on historical claims in excess of$75. Such amount is included in 
accounts payable and accrued expenses in the Consolidated Balance Sheets. 

NOTE H--NET PATIENT SERVICE REVENUE 

Patient service revenue, net of contractual allowances and discounts is composed of the following for 
the years ended June 30: 

Third-party payers 
Patients 

Patient service revenue 

$ 

$ 

2014 

937,150 $ 
113,276 

1,050,426 $ 

2013 

946,979 
98,266 

1,045,245 

Patient deductibles and copayments under third-party payment programs are included within the 
patient amounts above. 

The Alliance also provides services to uninsured and underinsured patients that do not qualify for 
financial assistance. Based on historical experience, a significant portion of uninsured and 
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underinsured patients are unable or unwilling to pay the portion of their bill for which they are 
fmancially responsible and a significant provision for bad debts is recorded in the period the services 
are provided. 

The Alliance's allowance for doubtful accounts totaled $47,853 and $49,449 at June 30, 2014 and 
2013, respectively. The allowance for doubtful accounts remained consistent at 23% of patient 
accounts receivable, net of contractual allowances, at June 30, 2014 and 2013. Management's 
estimate of the allowance for doubtful accounts is a significant estimate subject to change in the near 
term. The provision for bad debts associated with the Alliance's ancillary service lines are not 
significant. 

NOTE 1--THIRD-PARTY REIMBURSEMENT 

The Alliance renders services to patients under contractual arrangements with Medicare, Medicaid, 
TennCare and various other commercial payers. The Medicare program pays for inpatient services 
on a prospective basis. Payments are based upon diagnosis related group assignments, which are 
determined by the patient's clinical diagnosis and medical procedures utilized. The Alliance also 
receives additional payments from Medicare based on the provision of services to a disproportionate 
share of Medicaid and other low income patients. Most Medicare outpatient services are reimbursed 
on a prospectively determined payment methodology. The Medicare program also reimburses 
certain other services on the basis of reasonable cost, subject to various prescribed limitations and 
reductions. 

Reimbursement under the State of Tennessee's Medicaid waiver program (TennCare) for inpatient 
and outpatient services is administered by various managed care organizations (MCOs) and is based 
on diagnosis related group assignments, a negotiated per diem or fee schedule basis. The Alliance 
also receives additional supplemental payments from the State of Tennessee through the essential 
access program. These payments recognized totaled $6,225 and $8,455 for the years ended June 30, 
2014 and 2013, respectively. Additionally, during the year ending June 30, 2014, the Alliance 
recorded approximately $4,097 related to additional supplemental funding through the State of 
Tennessee as management believes such funding is applicable to 2014. Such payments are not 
guaranteed in future periods. 

The Virginia Medicaid program reimbursement for inpatient hospital services is based on a 
prospective payment system using both a per case and per diem methodology. Additional payments 
are made for the allowable costs of capital. Payments for outpatient services were based on 
Medicare cost reimbursement principles and settled through the filing of an annual Medicaid cost 
report through December 31, 2013. Beginning January 1, 2014, payments for outpatient services are 
transitioning from cost-based reimbursement principles to a prospective payment system. Full 
implementation of this transition is expected to take place over multiple years. 
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Amounts earned under the contractual agreements with the Medicare and Medicaid programs are 
subject to review and final determination by fiscal intermediaries and other appropriate governmental 
authorities or their agents. Retroactive adjustments are accrued on an estimated basis in the period 
the related services are rendered and adjusted in future periods as fmal settlements are determined. 
The impact of final settlements of cost reports or changes in estimates increased net patient service 
revenue by $6,201 and $1,328 in 2014 and 2013, respectively. 

Activity with respect to audits and reviews of the governmental programs in the healthcare industry 
has increased and is expected to increase in the future. No additional specific reserves or allowances 
have been established with regard to these increased audits and reviews as management is not able to 
estimate such amounts, if any. Management believes that any adjustments from these increased 
audits and reviews will not have a material adverse impact on the consolidated financial statements. 
However, due to uncertainties in the estimation, it is at least reasonably possible that management's 
estimate will change in 2015, although the amount of any change cannot be estimated. 

During 2014, the Alliance recognized $5,600 of estimated receivables from amounts previously 
recouped as a result of audits and reviews of governmental programs. Such amounts are based on 
the Alliance's historical experience with appeals of such recoupments. However, such amounts are 
subject to significant changes in the near term. 

Participation in the Medicare program subjects the Alliance to significant rules and regulations; 
failure to adhere to such could result in fines, penalties or expulsion from the program. Management 
believes that adequate provision has been made for any adjustments, fmes or penalties which may 
result from final settlements or violations of other rules or regulations. Management has represented 
that the Alliance is in substantial compliance with these rules and regulations as of June 30, 2014. 

The Alliance has also entered into payment agreements with certain commercial insurance carriers, 
health maintenance organizations, preferred provider organizations and employer groups. The basis 
for payment under these agreements includes prospectively determined rates per discharge, discounts 
from established charges and prospectively determined daily rates. 

NOTE J--EMPLOYEE BENEFIT PLANS 

The Alliance sponsors a retirement plan (the Plan) which covers substantially all employees. The 
Plan is a defmed contribution plan which consists principally of employer-funded contributions. 
During 2014 and 2013, the Alliance made contributions to the Plan under a stratified system, 
whereby the Alliance's contribution percentage is based on each employee's years of service. 
Employees of certain other subsidiaries are covered by other plans, although such plans are not 
significant. The total expense related to defmed contribution plans for the years ended June 30, 2014 
and 2013 was $13,850 and $16,121, respectively. 
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NCR maintains a defined benefit pension plan and a post-retirement employee benefit plan. The 
accrued unfunded pension liability was $2,086 and $3,028, and the accrued unfunded post-retirement 
liability was $5,857 and $4,943 at June 30, 2014 and 2013, respectively. 

The Alliance sponsors a secured executive benefit program (SEBP) for certain key executives. 
Contributions to the plan by the Alliance are based on an annual amount of funding necessary to 
produce a target benefit for the participants at their retirement date, although the Alliance does not 
guarantee any level of benefit will be achieved. The Alliance contributed $511 and $1,020 to the 
plan during 2014 and 2013, respectively. Other assets at June 30,2014 and 2013 include $11,302 
and $10,721, respectively, related to the Alliance's portion of the benefits which are recoverable 
upon the death of the participant. In addition, the Alliance sponsors a Section 457(f) plan for certain 
key executives. The Alliance contributed $231 and $294 to the Section 457(f) plan during 2014 and 
2013, respectively. 

NOTE K--CONCENTRA nON OF RISK 

The Alliance has locations primarily in upper East Tennessee and Southwest Virginia which is 
considered a geographic concentration. The Alliance grants credit without collateral to its patients, 
most of whom are local residents and are insured under third-party payer agreements. Net patient 
service revenue from Washington County, Tennessee operations were approximately 52% and 51 % 
oftotal net patient service revenue in 2014 and 2013, respectively. 

The mix of receivables from patients and third-party payers based on charges at established rates is 
as follows as of June 30. The patient responsibility related to charges for which the third-party has 
not yet paid is included within the third-party payer categories. 

2014 2013 

Medicare 39% 38% 
TenncareIMedicaid 18% 16% 
Commercial 28% 28% 
Other third-party payers 8% 9% 
Patients 7% 9% 

100% 100% 

Approximately 88% of the consolidated total revenue, gains and support were related to the 
provision of healthcare services during 2014 and 2013. Admitting physicians are primarily 
practitioners in the regional area. 
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Employees at two of the Alliance's Virginia hospitals are covered under a collective bargaining 
agreement which extends through February 2017. 

The Hospital maintains bank accounts at various fmancial institutions covered by the Federal 
Deposit Insurance Corporation (FDIC). At times throughout the year, the Alliance may maintain 
bank account balances in excess of the FDIC insured limit. Management believes the credit risk 
associated with these deposits is not significant. 

The Alliance routinely invests in investment vehicles as listed in Note C. The Alliance's investment 
portfolio is managed by outside investment management companies. Investments in corporate and 
foreign bonds, municipal obligations, money market funds, equities and other vehicles that are held 
by safekeeping agents are not insured or guaranteed by the U.S. government. 

NOTE L--INCOME TAXES 

BRMM and its subsidiaries file a consolidated federal tax return and separate state tax returns. As of 
June 30, 2014 and 2013, BRMM and its subsidiaries had net operating loss carryforwards for 
consolidated federal purposes of $27,085 and $33,620, respectively, related to operating loss 
carryforwards, which expire through 2031. At June 30, 2014 and 2013, BRMM had state net 
operating loss carryforwards of $74,191 and $71,637, respectively, which expire through 2028. The 
net operating loss carryforwards may be offset against future taxable income to the extent permitted 
by the Internal Revenue Code and Tennessee Code Annotated. 

At June 30, 2014 and 2013, SWCHhadfederal and state net operating loss carryforwards of$5,884 
and $5,906, respectively, which expire through 2033. The net operating loss carryforwards may be 
off-set against future taxable income to the extent permitted by the Internal Revenue Code and tax 
codes of the Commonwealth of Virginia. 

Net deferred tax assets related to these carryforwards and other deferred tax assets have been 
substantially offset through valuation allowances equal to these amounts. Income taxes paid relate 
primarily to state taxes for certain subsidiaries and federal alternative minimum tax. 

NOTE M--RELATED PARTY TRANSACTIONS 

The Alliance enters into transactions with entities affiliated with certain members of the Board of 
Directors including transactions to construct Alliance facilities and provide professional services to 
the Alliance. Board members refrain from discussion and abstain from voting on transactions with 
entities with which they are related. 
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NOTE N--OTHER COMMITMENTS AND CONTINGENCIES 

Construction in Progress: Construction in progress at June 30, 2014 represents costs incurred 
related to various hospital and medical office building facility renovations and additions and 
information technology infrastructure. The Alliance has outstanding contracts and other 
commitments related to the completion of these projects, and the cost to complete these projects is 
estimated to be approximately $48,844 at June 30, 2014. The Alliance does not expect any 
significant costs to be incurred for infrastructure improvements to assets held for resale. 

Physician Contracts: BRMM employs physicians to provide services to BRMM's physician 
practices through employment agreements which provide annual compensation, plus incentives 
based upon specified productivity and performance (quality measures). These contracts have various 
terms. 

In addition, the Alliance has entered into contractual relationships with non-employed physicians to 
provide services in Upper East Tennessee and Southwest Virginia. These contracts guarantee certain 
base payments and allowable expenses and have terms of varying lengths. Amounts drawn and 
outstanding under each agreement are treated as a loan bearing interest at various rates and are 
subject to repayment over a specified period. The physician notes may also be amortized by virtue of 
the physician's continued practice in the specified community during the repayment period. A net 
receivable of $853 and $884 related to these agreements is included in the accompanying 
Consolidated Balance Sheets at June 30, 2014 and 2013, respectively. 

Employee Scholarships: The Alliance offers scholarships to certain individuals which require that 
the recipients return to the Alliance to work for a specified period oftime after they complete their 
degree. Amounts due are then forgiven over a specific period of time as provided in the individual 
contracts. If the recipient does not return and work the required period of time, the funds disbursed 
on their behalf become due immediately and interest is charged until the funds are repaid. Other 
receivables at June 30, 2014 and 2013 include $8,685 and $9,021, respectively, related to students in 
school, graduates working at the Alliance and amounts due from others who are no longer in the 
scholarship program, net of an estimated allowance. 

Operating Leases and Maintenance Contracts: Total lease expense for the years ended June 30, 2014 
and 2013 was $7,901 and $8,739, respectively. Future minimum lease payments for each of the next 
five years and in the aggregate for the Alliance's noncancellable operating leases with remaining 
lease terms in excess of one year are as follows: 
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Year Ending June 30, 

2015 
2016 
2017 
2018 
2019 

Thereafter 

$ 6,996 
6,389 
4,084 
3,292 
3,025 

12,500 

$ 36,286 

Other: The Alliance is a party to various transactions and agreements in the nonnal course of 
business, which include purchase and re-purchase agreements, put arrangements and other 
commitments, which may bind the Alliance to undertake additional transactions or activities in the 
future. 

Healthcare Industry: Recently, government activity has increased with respect to investigations and 
allegations concerning possible violations offraud and abuse statutes and regulations by healthcare 
providers. Violations of these laws and regulations could result in expulsion from government 
healthcare programs together with the imposition of significant fmes and penalties, as well as 
significant repayments for patient services previously billed. 

NOTE O-FAIR VALUE MEASUREMENT 

The fair value of fmancial instruments has been estimated by the Alliance using available market 
infonnation as of June 30, 2014 and 2013, and valuation methodologies considered appropriate. The 
estimates presented are not necessarily indicative of amounts the Alliance could realize in a current 
market exchange. The carrying value of substantially all fmancial instruments approximates fair 
value due to the nature or tenn of the instruments, except as described below. 

Held-to-Maturity Securities: The estimated fair value of the Alliance's held-to-maturity securities at 
June 30, 2014 and 2013, is approximately $38,508 and $36,666, respectively, and would be 
classified in level 2 of the fair value hierarchy (described below). The fair value is based on prices 
provided by the Alliance's investment managers and its custodian bank, which use a variety of 
pricing sources to detennine market valuations. 

Investment in Joint Ventures: It is not practical to estimate the fair market value of the investments 
in joint ventures. 
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Estimated Professional Liability Self-Insurance and Other Long-Term Liabilities: Estimates of 
reported and unreported professional liability claims, pension and post-retirement liabilities are 
discounted to approximate their estimated fair value. It is not practical to estimate the fair market 
value of other long-term liabilities. 

Long-Term Debt: The estimated fair value of the Alliance's long-term debt at June 30, 2014 and 
2013, is approximately $1,172,357 and $1,168,846, respectively, and would be classified in level 2 
in the fair value hierarchy. The fair value oflong-term debt is estimated based upon quotes obtained 
from brokers for bonds and discounted future cash flows using current market rates for other debt. 
For long-term debt with variable interest rates, the carrying value approximates fair value. 

FASB ASC 820 establishes a three-level valuation hierarchy for disclosure of fair value 
measurements. The valuation hierarchy is based upon the transparency of inputs to the valuation of 
an asset or liability as of the measurement date. The three levels are defmed as follows: 

• Level 1 - Inputs based on quoted market prices for identical assets or liabilities in active 
markets at the measurement date. 

• Level 2 - Observable inputs other than quoted prices included in Levell, such as quoted 
prices for similar assets and liabilities in active markets; quoted prices for identical or similar 
assets and liabilities in markets that are not active; or other inputs that are observable or can 
be corroborated by observable market data. The Alliance's Level 2 investments are valued 
primarily using the market valuation approach. 

• Level 3 - Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities. Level 3 includes values determined 
using pricing models, discounted cash flow methodologies, or similar techniques reflecting 
the Alliance's own assumptions. 

In instances where the determination of the fair value hierarchy measurement is based on inputs from 
different levels of the fair value hierarchy, the level in the fair value hierarchy within which the entire 
fair value measurement falls is based on the lowest level input that is significant to the fair value 
measurement in its entirety. The Alliance's assessment of the significance of a particular input to the 
fair value measurement in its entirety requires judgment and considers factors specific to the asset or 
liability. 

The following table sets forth, by level within the fair value hierarchy, the fmancial instruments 
measured at fair value as of June 30, 2014 and 2013: 
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Total 

June 30, 2014 
Cash, cash equivalents and money market funds $ 95,459 $ 
U.S. Government securities 35,569 
U.S. Agency securities 54,905 
Corporate and foreign bonds 99,103 
Municipal obligations 21,409 
Preferred and asset backed securities 3,497 
U.S. equity securities 1,868 
Mutual funds 253,301 
Alternative investments 69,474 

Total assets $ 634,585 $ 

Derivative agreements $ PO,603) $ 

June 30, 2013 
Cash, cash equivalents and money market funds $ 66,075 $ 
U.S. Government securities 25,905 
U.S. Agency securities 45,997 
Corporate and foreign bonds 179,880 
Municipal obligations 17,749 

Preferred and asset backed securities 3,491 
U.S. equity securities 10,944 
Mutual funds 186,028 
Alternative investments 37,353 

Total assets $ 573,422 $ 

Derivative agreements $ {8,185} $ 

Levell Level 2 Level 3 

95,459 $ - $ 
35,569 
54,905 

99,103 
21,409 

3,497 
1,868 

177,067 76,234 
54,761 14,713 

364,868 $ 255,004 $ 14,713 

- $ - $ ~10,603~ 

66,075 $ - $ 
25,905 
45,997 

179,880 
17,749 

3,491 
10,944 

125,479 60,548 
37,353 

274,400 $ 299,021 $ 

- $ - $ ~8,185l 

Fair values for the Alliance's fIxed maturity securities are based on prices provided by the Alliance's 
investment managers and its custodian bank, which use a variety of pricing sources to detennine 
market valuations. Fair values of equity securities have been determined by the Alliance from market 
quotations. 

Alternative Investments: The Alliance generally uses net asset value per unit as provided by external 
investment managers without further adjustment as the practical expedient estimate of the fair value 
of its alternative investment in a real estate fund, consistent with the provisions ofF ASB ASC 820, 
Fair Value Measurement. Accordingly, such values may differ from values that would have been 
used had an active market for the investments existed. The real estate fund invests primarily in u.s. 
commercial real estate. The Alliance may request redemption of all or a portion of its interests as of 
the end of a calendar quarter by delivering written notice to the fund managers at least 60 days prior 
to the end of the quarter. Such redemptions are subject to the capital requirements of the fund 
manager. 

35 

MSHA6787



MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2014 and 2013 

The Alliance's investment in Premier's Class B units do not have a readily determinable fair value 
and have been reported at estimated fair market value. The significant unobservable inputs primarily 
relate to management's estimate of the discount for lack of marketability of 12%. Accordingly, such 
value may differ from values that would have been used had an active market for the investment 
existed and as such it has been classified in Level 3 of the fair value hierarchy. 

Derivative Agreements: The valuation of the Alliance's derivative agreements is determined using 
market valuation techniques, including discounted cash flow analysis on the expected cash flows of 
each agreement. This analysis reflects the contractual terms of the agreement, including the period to 
maturity, and uses certain observable market-based inputs. The fair values of interest rate agreements 
are determined by netting the discounted future fixed cash payments (or receipts) and the discounted 
expected variable cash receipts (or payments). The variable cash receipts (or payments) are based on 
the expectation of future interest rates and the underlying notional amount. The Alliance also 
incorporates credit valuation adjustments (CV As) to appropriately reflect both its own 
nonperformance or credit risk and the respective counterparty's nonperformance or credit risk in the 
fair value measurements. The CV A on the Alliance's interest rate swap agreements at June 30, 2014 
and 2013 resulted in a decrease in the fair value of the related liability of $4,584 and $3,080, 
respectively. 

A certain portion of the inputs used to value its interest rate swap agreements, including the forward 
interest rate curves and market perceptions of the Alliance's credit risk used in the CVAs, are 
unobservable inputs available to a market participant. As a result, the Alliance has determined that 
the interest rate swap valuations are classified in Level 3 of the fair value hierarchy. 

The following tables provide a summary of changes in the fair value of the Alliance's Level 3 
financial assets and liabilities during the fiscal years ended June 30, 2014 and 2013: 

Alternative Derivatives, 
Investment Net 

July 1,2012 $ - $ (19,381) 
Total unrealized/realized gains in the Perfonnance Indicator, net 457 
Net investment income 399 
Settlements 10,340 

June 30, 2013 (8,185) 

Total unrealized/realized gains in the Perfonnance Indicator, net (2,761) 
Net investment income 343 
Additions 14,713 

June 30, 2014 $ 14,713 $ (10,603) 
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NOTE P--OPERA TING EXPENSES BY FUNCTIONAL CLASSIFICATION 

The Alliance does not present expense information by functional classification because its resources 
and activities are primarily related to providing healthcare services. Further, since the Alliance 
receives substantially all of its resources from providing healthcare services in a manner similar to 
business enterprises, other indicators contained in these consolidated financial statements are 
considered important in evaluating how well management has discharged their stewardship 
responsibilities. 

NOTEQ-SUBSEQUENTEVENTS 

The Alliance signed an agreement to form a joint venture with HealthSouth Corporation to own and 
operate James H. & Cecile C. Quillen Rehabilitation Hospital (Quillen). At closing, HealthSouth 
will obtain a 50.1 % ownership of the free-standing 60-bed inpatient rehabilitation hospital. Quillen 
will be managed by HealthSouth Corporation under a long-term management contract. The 
formation of the joint venture is subject to customary closing conditions including regulatory 
approvals. Management anticipates closing the joint venture transaction by the end of the calendar 
year 2014. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets 
(Smyth County Community Hospital and Subsidiary and 

NOTton Community Hospital and SubsidiaTies) 
(DollaTs in Thousands) 

June 30,2014 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents 
Patient accounts receivable, less estimated allowances 

for uncollectible accounts 
Other receivables, net 
Inventories and prepaid expenses 
Estimated amounts due from third-party payers, net 
Receivables from affiliates, net 

TOTAL CURRENT ASSETS 

INVESTMENTS, less amounts required 
to meet current obligations 

PROPERTY, PLANT AND EQUIPMENT, net 

OTHER ASSETS 
Net deferred fmancing, acquisition costs and 

other charges 
Other assets 

TOTAL OTHER ASSETS 

Smyth County NoTIon 
Community Community 

Hospital and Hospital and 
Subsidiary SubsidiaTies 

$ 2,465 $ 5,581 

7,099 10,583 
1,235 1,706 
1,035 1,882 

113 
560 319 

12,394 20,184 

21,335 30,089 

71,083 45,438 

148 218 
741 

889 218 

$ 105,701 $ 95,929 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets - Continued 
(Smyth County Community Hospital and Subsidiary and 

Norton Community Hospital and Subsidiaries) 
(Dollars in Thousands) 

June 30, 2014 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable 
Current portion of long-term debt and capital lease 

obligations 
Accounts payable and accrued expenses 
Accrued salaries, compensated absences and amounts 

withheld 
Estimated amounts due to third-party payers, net 

TOTAL CURRENT LIABILITIES 

OTHER LIABILITIES 
Long-term debt and capital lease obligations, less 

current portion 
Estimated professional liability self-insurance 
Other long-term liabilities 

TOTAL LIABILITIES 

NET ASSETS 
Unrestricted net assets 
Temporarily restricted net assets 

TOTAL NET ASSETS 

Smyth County Norton 
Community Community 

Hospital and Hospital and 
Subsidiary Subsidiaries 

$ 16 $ 15 

1,102 147 
2,125 4,007 

2,171 4,503 
35 

5,449 8,672 

15,966 21,096 
395 567 
943 7,646 

22,753 37,981 

82,938 57,786 
10 162 

82,948 57,948 

$ 105,701 $ 95,929 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Operations and Changes in Net Assets 
(Smyth County Community Hospital and Subsidiary and Norton 
Community Hospital and Subsidiaries) 

(Dollars in Thousands) 

Year Ended June 30, 2014 

UNRESTRICTED NET ASSETS: 
Revenue, gains and support: 

Patient service revenue, net of contractual allowances 
and discounts 

Provision for bad debts 

Net patient service revenue 
Net investment gain 
Other revenue, gains and support 

TOTAL REVENUE, GAINS AND SUPPORT 

Expenses and losses: 
Salaries and wages 
Physician salaries and wages 
Contract labor 
Employee benefits 
Fees 
Supplies 
Utilities 
Other 
Loss on early extinguishment of debt 
Depreciation 
Amortization 
Interest and taxes 

TOTAL EXPENSES AND LOSSES 

EXCESS (DEFICIT) OF REVENUE, GAINS AND 
SUPPORT OVER EXPENSES AND LOSSES 

Pension and postretirement liability adjustments 

INCREASE (DECREASE) IN 
UNRESTRICTED NET ASSETS 

Smyth County 
Community 

Hospital and 
Subsidiary 

$ 45,406 
(4,l38) 

41,268 
2,148 
2,975 

46,391 

17,620 
261 
112 

3,611 
9,284 
5,300 

976 
4,740 

177 
4,276 

27 
162 

46,546 

(155) 

(155) 

Norton 
Community 

Hospital and 
Subsidiaries 

$ 77,273 
(9,611) 

67,662 
1,904 
5,629 

75,195 

23,622 
5,906 

533 
8,554 
9,059 
8,319 
1,301 
9,256 

321 
4,420 

8 
349 

71,648 

3,547 

388 

3,935 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Operations and Changes in Net Assets - Continued 
(Smyth County Community Hospital and Subsidiary and Norton 

Community Hospital and Subsidiaries) 
(Dollars in Thousands) 

Year Ended June 30,2014 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 
Net assets released from restrictions 

INCREASE (DECREASE) IN TEMPORARILY 
RESTRICTED NET ASSETS 

INCREASE (DECREASE) IN 
TOTAL NET ASSETS 

NET ASSETS, BEGINNING OF YEAR 

Smyth County 
Community 

Hospital and 
Subsidiary 

17 

~43l 

(26) 

(181) 

83,129 

Norton 
Community 

Hospital and 
Subsidiaries 

97 
(26) 

71 

4,006 

53,942 

NET ASSETS, END OF YEAR $ 82,948 $ 57,948 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Balance Sheet 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

June 30, 2014 

ObUgated 0tIrer 
Grou/!. Entities Eliminations Total 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 27,419 $ 31,766 $ - $ 59,185 
Current portion of investments 25,029 25,029 
Patient accounts receivable, less estimated 

allowance for uncollectible accounts 134,586 26,732 161,318 
Other receivables, net 29,894 15,608 45,502 
Inventories and prepaid expenses 22,856 7,982 30,838 

TOTAL CURRENT ASSETS 239,784 82,088 321,872 

INVESTMENTS, less amounts required 
to meet current obligations 449,295 199,180 648,475 

EQUITY IN AFFILIATES 336,532 (336,532) 

PROPERTY, PLANT AND EQUIPMENT, net 639,370 242,059 881,429 

OTIIER ASSETS 

Goodwill 152,283 4,330 156,613 

Net deferred financing, acquisition costs 
and other charges 24,506 1,335 25,841 

Other assets 39,995 8,355 48,350 

TOTAL OTIIER ASSETS 216£784 14,020 230,804 

$ 1,881,765 $ 537,347 $ ~336,532l $ 2,082,580 

See note to supplemental schedules. 42 
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MOUNTAIN STATES HEAL m ALLIANCE 

Consolidating Balance Sheet - Continued 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

June 30, 2014 

Obligated Other 

Gro!l!. Entities Eliminations Total 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable $ 18,613 $ 35 $ - $ 18,648 
Current portion oflong-tenn debt and capital 

lease obligations 27,311 3,307 30,618 
Accounts payable and accrued expenses 71,739 15,387 87,126 
Accrued salaries, compensated absences 

and amounts withheld 54,710 17,471 72,181 
Payables to (receivables from) affiliates, net 13,760 (13,760) 
Estimated amounts due to third-party payers, 

net 10,068 395 10,463 

TOTAL CURRENT LIABILITIES 196,201 22,835 219,036 

OTIffiR LIABILITIES 
Long-term debt and capital lease obligations, 

less current portion 1,037,407 37,662 1,075,069 
Estimated fair value of derivatives, net 10,666 (63) 10,603 
Estimated professional liability self-insurance 7,747 1,210 8,957 
Other long-term liabilities 33,495 2,479 35,974 

TOTAL LIABILITIES 1,285,516 64,123 1,349,639 

NET ASSETS 

Unrestricted net assets 
Mountain States Health Alliance 541,979 329,803 (329,803) 541,979 
Noncontrolling interests in subsidiaries 41,855 131,402 5,290 178,547 

TOTAL UNRESTRICTED NET ASSETS 583,834 461,205 (324,513) 720,526 

Temporarily restricted net assets 
Mountain States Health Alliance 12,204 11,887 (11,887) 12,204 
Noncontrolling interests in subsidiaries 84 5 ~5l 84 

TOTAL TEMPORARILY 
RESTRICI'ED NET ASSETS 12,288 11,892 (11,892) 12,288 

Permanently restricted net assets 127 127 ~127) 127 

TOTAL NET ASSETS 596,249 473,224 (336,5322 732,941 

$ 1,881,765 $ 537,347 $ (336,5322 $ 2,082,580 

See note to supplemental schedules. 43 

MSHA6796



MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Statement of Operations 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

Year Ended June 30, 2014 

Obligated Other 
Gro,!£ Entities Elimlnations Total 

Revenue, gains and support: 
Patient service revenue, net of contractual 

allowances and discounts $ 873,422 S 178,164 $ (1,160) $ 1,050,426 
Provision for bad debts {103,913~ {18,729) {122z642) 

Net patient service revenue 769,509 159,435 (1,160) 927,784 
Premium revenue 10,683 10,683 
Net investment gain 34,846 15,889 (32) 50,703 
Net derivative gain 2,497 722 3,219 
Other revenue, gains and support 71,579 98,296 (107,418) 62,457 
Equity in net gain of affiliates 1,510 11,182 (12,692} 

TOTAL REVENUE, GAINS AND SUPPORT 879,941 296,207 (121,302) 1,054,846 

Expenses: 
Salaries and wages 283,993 62,198 (5,602) 340,589 
Physician salaries and wages 57,829 74,738 (54,931) 77,636 
Contract labor 2,833 1,692 (243) 4,282 
Employee benefits 59,268 15,483 (5,578) 69,173 
Fees 116,527 33,896 (34,817) 115,606 
Supplies 138,127 25,731 (159) 163,699 
Utilities 13,087 3,969 (4) 17,052 
Medical Costs 10,292 10,292 
Other 56,890 29,828 (6,738) 79,980 
Loss on early extinguishment of debt 4,622 4,622 
Depreciation 52,544 16,893 69,437 
Amortization 1,691 51 1,742 
Interest and taxes 42,734 1,680 {22} 44,392 

TOTAL EXPENSES 830,145 276,451 {108,094} 998,502 

EXCESS OF REVENUE, GAINS AND 
SUPPORT OVER EXPENSES AND LOSSES $ 49,796 $ 19,756 S ~13,208} $ 56,344 

See note to supplemental schedules. 44 
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MOUNTAIN STATES REALm ALLIANCE 

Consolidating Statement of Changes in Net Assets 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

Year Ended June 30, 2014 
06IigCd GroIflJ 

MlllllIhIIII StIlle. NtJlICDlltrrJlJiIfg 

UNRESTRICI'ED NET ASSETS: 
Excess of Revenue, Gaina and Support over 

Expenses and Losses 
Pension and other defined benefit plan adjustments 
Net assets released from rertrictioDII used for the 

purchase of property, plant and equipment 
NODOOIIIrolling interest 1ft 8lXJ.uired subsidiary 
Distributions to noncontrolling interests 
Net asset transfers 

INCREASE IN UNRESTRIClEn 
NET ASSETS 

lEMPORARIL Y RESTRICI'ED NET ASSETS: 

Hu/tit AI/lace Il1tereBb 

s 48,057 S 
194 

3,313 

51,564 

1,739 $ 
194 

1,933 

OdIei' EIIIiIiD TIJtIll 

OIl/trilled 
GroIflJ 

Mil'''''.;'' SIItM8 NIIIICDlltrrJlJi. 
TotAl 
0tIIs

E1rtilla HtIIItIt AlIiaIIce 111_ EllmillllliDu 

49,796 $ 
388 

3,313 

53,497 

14,412 $ 
(10) 

3,313 

882 

18,597 

5,344 $ 
(9) 

19,756 S 
(19) 

(13,208) $ 
19 

3,313 (3,313) 
914 914 

(461) (461) 
1,669 2,551 (2,551) 

7,457 26,054 (19,053) 

ToItIl 

56,344 
388 

3,313 
914 

(461) 

60,498 

Restricted grants and contributions 
Net assets released from rertrictions 

4,693 52 4,745 4,047 42 4,089 (4,053) 4,781 
(5,264) (22) (5,286) (4,691) ~ _(4,729) 4,694 (5,321) 

INCREASE (DECREASE) IN lEMPORARIL Y 
RESTRICTED NET ASSETS (571) 30 (541) (644) 4 (640) 641 (540) 

INCREASE IN TOTAL NET ASSETS 50,993 1,963 52,956 17,953 7,461 25,414 (18,412) 59,951 

NET ASSETS, BEOINNING OF YEAR 503,317 39,976 543,293 323,864 123,946 447,110 (318,120) 672,983 

NET ASSETS, END OF YEAR $ 554,310 $ 41,939 S 596,249 S 341,817 S 131,407 S 473,224 S (336,532) S 732,941 

See note to supplemental schedules. 45 

MSHA6798



MOUNTAIN STATES HEALTH ALLIANCE 

Note to Supplemental Schedules 

Year Ended June 30, 2014 

NOTE A--OBLIGATED GROUP MEMBERS 

As described in Note F to the consolidated financial statements, the Alliance has granted a deed of 
trust on JCMC and SSH to secure the payment of the outstanding bonds. The bonds are also secured 
by the Alliance's receivables, inventories and other assets as well as certain funds held under the 
documents pursuant to which the bonds were issued. The members pledged pursuant to the 
Amended and Restated Master Trust Indenture between Mountain States Health Alliance and the 
Bank of New York Mellon Trust Company, NA as Master Trustee include Johnson City Medical 
Center Hospital, Indian Path Medical Center, Franklin Woods Community Hospital, Sycamore 
Shoals Hospital, Johnson County Community Hospital, Russell County Medical Center, Unicoi 
County Memorial Hospital, Norton Community Hospital (hospital only), Smyth County Community 
Hospital (hospital only) and Blue Ridge Medical Management Corporation (parent company only), 
collectively dermed as the Obligated Group (Obligated Group). 

The supplemental consolidating schedules include the accounts of the members of the Obligated 
Group after elimination of all significant intergroup accounts and transactions. Certain other 
subsidiaries of the Alliance are not pledged to secure the payment of the outstanding bonds as they 
are not part of the Obligated Group. These affiliates have been accounted for within the Obligated 
Group based upon the Alliance's original and subsequent investments, as adjusted for the Alliance's 
pro rata share of income or losses and any distributions, and are included as a part of equity in 
affiliates in the supplemental consolidating balance sheet. 
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Certified Public Accountants 

PERSHING YOAKLEY & ASSOCIATES, P.C.  
One Cherokee Mills, 2220 Sutherland Avenue 

Knoxville, TN 37919 

p: (865) 673-0844 I f: (865) 673-0173 
www.pyapc.com  

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors of 
Mountain States Health Alliance: 

Report on the Consolidated Financial Statements 

We have audited the accompanying consolidated financial statements of Mountain States Health 
Alliance and its subsidiaries (the Alliance), which comprise the consolidated balance sheets as of 
June 30, 2015 and 2014, and the related consolidated statements of operations, changes in net assets, 
and cash flows for the years then ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to 
the preparation and fair presentation of consolidated financial statements that are free from material 
misstatements, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the consolidated financial statements. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the consolidated financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the Alliance's preparation and fair presentation of the consolidated 
financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the Alliance's internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. 

ATLANTA 	I 	KANSAS CITY 	I 	KNOXVILLE 	I 	NASHVILLE 	I 	TAMPA BAY 
MSHA6803



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

Opinion 

In our opinion, the consolidated fmancial statements referred to above present fairly, in all material 
respects, the financial position of Mountain States Health Alliance and its subsidiaries as of June 30, 
2015 and 2014, and the results of their operations, changes in net assets, and cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Report on Supplementary Information 

Our audits were conducted for the purpose of forming an opinion on the consolidated financial 
statements as a whole. The supplemental information is presented for purposes of additional analysis 
and is not a required part of the consolidated financial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying accounting 
and other records used to prepare the consolidated financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the consolidated financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the consolidated financial statements or to 
the consolidated financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the 
information is fairly stated in all material respects in relation to the consolidated financial statements 
as a whole. 

Knoxville, Tennessee 
October 28, 2015 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets 
(Dollars in Thousands) 

June 30, 
2015 2014 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 	79,714 $ 59,185 
Current portion of investments 19,598 25,029 
Patient accounts receivable, less estimated allowances 

for uncollectible accounts of $73,805 in 2015 and 
$47,853 in 2014 162,256 161,318 

Other receivables, net 33,286 45,502 
Inventories and prepaid expenses 33,969 30,838 

TOTAL CURRENT ASSETS 328,823 321,872 

INVESTMENTS, less amounts required to meet 
current obligations 694,542 648,475 

PROPERTY, PLANT AND EQUIPMENT, net 847,089 881,429 

OTHER ASSETS 
Goodwill 156,596 156,613 
Net deferred financing, acquisition costs and 

other charges 24,755 25,841 
Other assets 53,040 48,350 

TOTAL OTHER ASSETS 234,391 230,804 
$ 	2,104,845 $ 	2,082,580 

See notes to consolidated financial statements. 	 3 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets - Continued 
(Dollars in Thousands) 

June 30, 
2015 	2014 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable $ 	18,159 $ 	18,648 
Current portion of long-term debt and capital lease 

obligations 40,286 30,618 
Accounts payable and accrued expenses 100,301 87,126 
Accrued salaries, compensated absences and amounts 

withheld 72,066 72,181 
Estimated amounts due to third-party payers, net 4,781 10,463 

TOTAL CURRENT LIABILITIES 235,593 219,036 

OTHER LIABILITIES 
Long-term debt and capital lease obligations, less 

current portion 1,031,661 1,075,069 
Estimated fair value of derivatives 2,541 10,603 
Estimated professional liability self-insurance 8,461 8,957 
Other long-term liabilities 38,683 35,974 

TOTAL LIABILITIES 1,316,939 1,349,639 

COMMITMENTS AND CONTINGENCIES - Notes 
D, F, G, and M 

NET ASSETS 
Unrestricted net assets 

Mountain States Health Alliance 583,287 541,979 
Noncontrolling interests in subsidiaries 191,118 178,547 

TOTAL UNRESTRICTED NET ASSETS 774,405 720,526 

Temporarily restricted net assets 
Mountain States Health Alliance 13,303 12,204 
Noncontrolling interests in subsidiaries 71 84 

TOTAL TEMPORARILY RESTRICTED NET ASSETS 13,374 12,288 

Permanently restricted net assets 127 127 

TOTAL NET ASSETS 787,906 732,941 

$ 	2,104,845 $ 	2,082,580 

See notes to consolidated financial statements. 	 4 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Operations 
(Dollars in Thousands) 

Year Ended June 30, 
2015 	2014 

Revenue, gains and support: 
Patient service revenue, net of contractual allowances 

and discounts $ 	1,116,954 $ 	1,046,767 
Provision for bad debts (127,519) (122,642) 

Net patient service revenue 989,435 924,125 
Premium revenue 32,184 10,683 
Net investment gain 17,016 50,703 
Net derivative gain 13,890 3,219 
Other revenue, gains and support 36,571 62,457 

TOTAL REVENUE, GAINS AND SUPPORT 1,089,096 1,051,187 

Expenses and losses: 
Salaries and wages 345,155 340,589 
Physician salaries and wages 80,279 77,636 
Contract labor 5,416 4,282 
Employee benefits 77,306 69,173 
Fees 120,691 115,606 
Supplies 176,050 163,699 
Utilities 16,775 17,052 
Medical costs 18,383 6,633 
Other 81,477 79,980 
Loss on early extinguishment of debt 4,622 
Depreciation 67,210 69,437 
Amortization 1,557 1,742 
Interest and taxes 43,697 44,392 

TOTAL EXPENSES AND LOSSES 1,033,996 994,843 

EXCESS OF REVENUE, GAINS AND SUPPORT 
OVER EXPENSES AND LOSSES $ 	55,100 $ 	56,344 

See notes to consolidated financial statements. 	 5 

MSHA6807



MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Changes in Net Assets 
(Dollars in Thousands) 

Year Ended June 30, 2015 

Mountain States 
Health Alliance 

Noncontrolling 
Interests Total 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support 

over Expenses and Losses $ 	41,008 $ 	14,092 $ 	55,100 
Pension and other defined benefit plan adjustments (178) (152) (330) 
Net assets released from restrictions used for the 

purchase of property, plant and equipment 478 478 
Repurchases of noncontrolling interests, net (1,014) (1,014) 
Distributions to noncontrolling interests (355) (355) 

INCREASE IN UNRESTRICTED 
NET ASSETS 41,308 12,571 53,879 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 3,663 69 3,732 
Net assets released from restrictions (2,564) (82) (2,646) 

INCREASE (DECREASE) IN TEMPORARILY 
RESTRICTED NET ASSETS 1,099 (13) 1,086 

INCREASE IN TOTAL NET ASSETS 42,407 12,558 54,965 

NET ASSETS, BEGINNING OF YEAR 554,310 178,631 732,941 
NET ASSETS, END OF YEAR $ 	596,717 $ 	191,189 $ 	787,906 

See notes to consolidated financial statements. 	 6 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Changes in Net Assets - Continued 
(Dollars in Thousands) 

Year Ended June 30, 2014 

Mountain States 
Health Alliance 

Noncontrolling 
Interests Total 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support 

over Expenses and Losses $ 	48,058 $ 	8,286 $ 	56,344 
Pension and other defined benefit plan adjustments 194 194 388 
Net assets released from restrictions used for the 

purchase of property, plant and equipment 3,313 3,313 
Noncontrolling interest in acquired subsidiary 914 914 
Distributions to noncontrolling interests (461) (461) 

INCREASE IN UNRESTRICTED 
NET ASSETS 51,565 8,933 60,498 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 4,693 88 4,781 
Net assets released from restrictions (5,265) (56) (5,321) 

INCREASE (DECREASE) IN TEMPORARILY 
RESTRICTED NET ASSETS (572) 32 (540) 

INCREASE IN TOTAL NET ASSETS 50,993 8,965 59,958 

NET ASSETS, BEGINNING OF YEAR 503,317 169,666 672,983 
NET ASSETS, END OF YEAR $ 	554,310 $ 	178,631 $ 	732,941 

See notes to consolidated financial statements. 	 7 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Cash Flows 
(Dollars in Thousands) 

Year Ended June 30, 
2015 	2014 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Increase in net assets $ 	54,965 $ 	59,958 
Adjustments to reconcile increase in net assets to 

net cash provided by operating activities: 
Provision for depreciation and amortization 69,242 71,789 
Provision for bad debts 127,519 122,642 
Loss on early extinguishment of debt 4,622 
Change in estimated fair value of derivatives (7,718) 2,761 
Equity in net income of joint ventures, net (79) (369) 
Loss (gain) on disposal of assets (2,192) (3,489) 
Amounts received on interest rate swap settlements (6,172) (5,980) 
Capital Appreciation Bond accretion and other 2,780 2,629 
Restricted contributions (3,732) (4,781) 
Pension and other defined benefit plan adjustments 330 (388) 
Increase (decrease) in cash due to change in: 

Patient accounts receivable (128,457) (115,380) 
Other receivables, net 12,303 (11,880) 
Inventories and prepaid expenses (3,131) 959 
Trading securities (39,873) (46,451) 
Other assets (3,128) (2,492) 
Accrued interest payable (489) (1,058) 
Accounts payable and accrued expenses 16,745 (6,666) 
Accrued salaries, compensated absences and 

amounts withheld (115) 8,006 
Estimated amounts due to third-party payers, net (5,682) (16,312) 
Estimated professional liability self-insurance (496) 199 
Other long-term liabilities 2,379 16,425 

Total adjustments 30,034 14,786 

NET CASH PROVIDED BY 
OPERATING ACTIVITIES 84,999 74,744 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchases of property, plant and equipment and property 

held for expansion (44,569) (64,424) 
Acquisitions, net of cash acquired (4,256) 
Purchases of held-to-maturity securities (1,417) (5,978) 
Net distribution from joint ventures and unconsolidated affiliates 4,859 661 
Proceeds from sale of property, plant and equipment and 

property held for resale 2,654 2,858 

NET CASH USED IN INVESTING ACTIVITIES (38,473) (71,139) 

See notes to consolidated financial statements. 	 8 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Cash Flows - Continued 
(Dollars in Thousands) 

Year Ended June 30, 
2015 	2014 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Payments on long-term debt and capital lease obligations, 

including deposits to escrow (36,210) (38,768) 
Payment of acquisition and financing costs (3,826) 
Proceeds from issuance of long-term debt and other 

financing arrangements 11,916 
Net amounts received on interest rate swap settlements 6,172 5,980 
Restricted contributions received 4,041 5,376 

NET CASH USED IN FINANCING ACTIVITIES (25,997) (19,322) 

NET INCREASE (DECREASE) IN CASH 
AND CASH EQUIVALENTS 20,529 (15,717) 

CASH AND CASH EQUIVALENTS, beginning of year 59,185 74,902 
CASH AND CASH EQUIVALENTS, end of year $ 	79,714 $ 	59,185 

SUPPLEMENTAL INFORMATION AND NON-CASH TRANSACTIONS: 

Cash paid for interest $ 	38,982 $ 	40,546 

Cash paid for federal and state income taxes 917 $ 	854 

Construction related payables in accounts payable 
and accrued expenses $ 	5,034 $ 	8,604 

Assets contributed into joint venture $ 	8,668 $ 

Supplemental cash flow information regarding acquisitions: 
Assets acquired, net of cash - 	$ 	12,715 
Liabilities assumed (8,459) 

Acquisitions, net of cash acquired - 	$ 	4,256 

During the year ended June 30, 2014, the Alliance refinanced previously issued debt of $318,385. 

See notes to consolidated financial statements. 	 9 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

NOTE A--ORGANIZATION AND OPERATIONS 

Mountain States Health Alliance (the Alliance) is a tax-exempt entity with operations primarily 
located in Washington, Sullivan, Unicoi, and Carter counties of Tennessee and Smyth, Wise, 
Dickenson, Russell and Washington counties of Virginia. The primary operations of the Alliance 
consist of eleven acute and specialty care hospitals. 

The Alliance's accompanying consolidated financial statements include all assets, liabilities, 
revenues, expenses, and changes in net assets attributable to the noncontrolling interests in the 
following subsidiaries: 

Smyth County Community Hospital and Subsidiary - the Alliance holds an 80% interest 
Norton Community Hospital and Subsidiaries - the Alliance holds a 50.1% interest 
Johnston Memorial Hospital, Inc. and Subsidiaries - the Alliance holds a 50.1% interest 

The Alliance is the sole shareholder of Blue Ridge Medical Management Corporation (BRMM), a 
for-profit entity that owns and manages physician practices, real estate and ambulatory surgery 
centers and provides other healthcare services to individuals in Tennessee and Virginia. 

The Alliance is a 99.9% shareholder of Integrated Solutions Health Network, LLC, a for-profit entity 
that owns a for-profit insurance company and an accountable care organization and administers a 
provider-sponsored health care delivery network, 

The Alliance is the primary beneficiary of the activities of Mountain States Foundation, Inc., a not-
for-profit foundation formed to coordinate fundraising and development activities of the Alliance. 

NOTE B--SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation: The accompanying consolidated financial statements include the 
accounts of the Alliance and its consolidated subsidiaries after elimination of all significant 
intercompany accounts and transactions. 

Use of Estimates: The preparation of the consolidated financial statements in conformity with 
accounting principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities as of the date of the consolidated financial statements. 
Estimates also affect the reported amounts of revenue and expenses during the reporting period. 
Actual results could differ from these estimates. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

Cash and Cash Equivalents: Cash and cash equivalents include all highly liquid investments with a 
maturity of three months or less when purchased. Cash and cash equivalents designated as assets 
limited as to use or uninvested amounts included in investment portfolios are not included as cash 
and cash equivalents. 

Investments: Investments include trading securities and held-to-maturity securities. Within the 
trading securities portfolio, all debt securities and marketable equity securities with readily 
determinable fair values are reported at fair value based on quoted market prices. Investments 
without readily determinable fair values are reported at estimated fair market value utilizing 
observable and unobservable inputs. Investments which the Alliance has the positive intent and 
ability to hold to maturity are classified as held-to-maturity and are stated at amortized cost. 
Realized gains and losses are computed using the specific identification method for cost 
determination. Interest and dividend income is reported net of related investment fees. 

Management evaluates whether unrealized losses on held-to-maturity investments indicate other-
than-temporary impairment. Such evaluation considers the amount of decline in fair value, as well 
as the time period of any such decline. Management does not believe any investment classified as 
held-to-maturity is other-than-temporarily impaired at June 30, 2015. 

Investments in joint ventures are reported under the equity method of accounting, which 
approximates the Alliance's equity in the underlying net book value. Other assets include 
investments in joint ventures of $5,180 and $1,364 at June 30, 2015 and 2014, respectively. During 
2015, the Alliance contributed assets into a joint venture which owns and operates a rehabilitation 
hospital. 

Inventories: Inventories, consisting primarily of medical supplies, are stated at the lower of cost or 
market with cost determined by first-in, first-out method. 

Property, Plant and Equipment: Property, plant and equipment is stated on the basis of cost, or if 
donated, at the fair value at the date of gift. Generally, depreciation is computed by the straight-line 
method over the estimated useful life of the asset. Equipment held under capital lease obligations is 
amortized under the straight-line method over the shorter of the lease term or estimated useful life. 
Amortization of buildings and equipment held under capital leases is shown as a part of depreciation 
expense and accumulated depreciation in the accompanying consolidated financial statements. 
Renewals and betterments are capitalized and depreciated over their useful life, whereas costs of 
maintenance and repairs are expensed as incurred. 

Interest costs incurred on borrowed funds during the period of construction of capital assets is 
capitalized as a component of the cost of acquiring those assets. The amount capitalized is net of 
investment earnings on assets limited as to use derived from borrowings designated for capital assets. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

The Alliance reviews capital assets for indications of potential impairment when there are changes in 
circumstances related to a specific asset. If this review indicates that the carrying value of these 
assets may not be recoverable, the Alliance estimates future cash flows from operations and the 
eventual disposition of such assets. If the sum of these undiscounted future cash flows is less than 
the carrying amount of the asset, a write-down to estimated fair value is recorded. The Alliance did 
not recognize any impairment losses during 2015 and 2014. 

Other assets include property held for resale and expansion of $19,316 and $20,793, respectively, at 
June 30, 2015 and 2014. Property held for resale and expansion primarily represents land 
contributed to, or purchased by, the Alliance plus costs incurred to develop the infrastructure of such 
land. Management annually evaluates its investment and records non-temporary declines in value 
when it is determined the ultimate net realizable value is less than the recorded amount. No such 
declines were identified in 2015 and 2014. 

Goodwill: Goodwill is evaluated for impairment at least annually. The Alliance comprises a single 
reporting unit for evaluation of goodwill. Management performed an evaluation of goodwill for 
impairment considering qualitative and quantitative factors and does not believe the goodwill to be 
impaired as of June 30, 2015 and 2014. Management's estimates utilized in the evaluation contain 
significant estimates and it is reasonably possible that such estimates could change in the near term. 

Deferred Financing, Acquisition Costs and Other Charges: Other assets include deferred financing, 
acquisition costs and other charges of $24,755 and $25,841 at June 30, 2015 and 2014, respectively. 
Deferred financing costs are amortized over the life of the respective bond issue using the average 
bonds outstanding method. 

Derivative Financial Instruments: The Alliance is a party to various interest rate swaps. These 
fmancial instruments are not designated as hedges and have been presented at estimated fair market 
value in the accompanying Consolidated Balance Sheets as either current or long-term liabilities, 
based upon the remaining term of the instrument. 

Estimated Professional Liability Self-Insurance and Other Long-Term Liabilities: Self-insurance 
liabilities include estimated reserves for reported and unreported professional liability claims and are 
recorded at the estimated net present value of such claims. Other long-term liabilities include 
contributions payable and obligations under deferred compensation arrangements, a defined benefit 
pension plan, a post-retirement employee benefit plan as well as other liabilities which management 
estimates are not payable within one year. 

Net Patient Service Revenue/Receivables: Net patient service revenue is reported on the accrual 
basis in the period in which services are provided at the estimated net realizable amounts, including 
estimated retroactive adjustments under reimbursement agreements with third-party payers. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

Retroactive adjustments are accrued on an estimated basis in the period the related services are 
rendered and adjusted in future periods as final settlements are determined. The Alliance's revenue 
recognition policies related to self-pay and other types of payers emphasize revenue recognition only 
when collections are reasonably assured. 

Patient accounts receivable are reported net of both an estimated allowance for uncollectible 
accounts and an estimated allowance for contractual adjustments. The contractual allowance 
represents the difference between established billing rates and estimated reimbursement from 
Medicare, Medicaid, TennCare and other third-party payment programs. Current operations include 
a provision for bad debts in the Consolidated Statements of Operations estimated based upon the age 
of the patient accounts receivable, historical writeoffs and recoveries and any unusual circumstances 
(such as local, regional or national economic conditions) which affect the collectibility of 
receivables, including management's assumptions about conditions it expects to exist and courses of 
action it expects to take. The primary uncertainty lies with uninsured patient receivables and 
deductibles, co-payments or other amounts due from individual patients. Additions to the allowance 
for uncollectible accounts result from the provision for bad debts. Patient accounts written off as 
uncollectible are deducted from the allowance for uncollectible accounts. 

For uninsured patients that do not qualify for charity care, the Alliance recognizes revenue on the 
basis of discounted rates under the Alliance's self-pay patient policy. Under the policy, a patient who 
has no insurance and is ineligible for any government assistance program has their bill reduced to the 
amount which generally would be billed to a commercially insured patient. The Alliance's policy 
does not require collateral or other security for patient accounts receivable. The Alliance routinely 
accepts assignment of, or is otherwise entitled to receive, patient benefits payable under health 
insurance programs, plans or policies. 

Charity Care: The Alliance accepts all patients regardless of their ability to pay. A patient is 
classified as a charity patient by reference to certain established policies of the Alliance and various 
guidelines outlined by the Federal Government. These policies define charity as those services for 
which no payment is anticipated and, as such, charges at established rates are not included in net 
patient service revenue. Charges forgone, based on established rates, totaled $85,988 and $109,550 
during 2015 and 2014, respectively. The estimated direct and indirect cost of providing these 
services totaled $17,953 and $24,011 in 2015 and 2014, respectively. Such costs are determined 
using a ratio of cost to charges analysis with indirect cost allocated. 

In addition to the charity care services, the Alliance provides a number of other services to benefit 
the poor for which little or no payment is received. Medicare, Medicaid, TennCare and State 
indigent programs do not cover the full cost of providing care to beneficiaries of those programs. 
The Alliance also provides services to the community at large for which it receives little or no 
payment. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

Excess of Revenue, Gains and Support Over Expenses and Losses: The Consolidated Statements of 
Operations and the Consolidated Statements of Changes in Net Assets includes the caption Excess of 
Revenue, Gains and Support Over Expenses and Losses (the Performance Indicator). Changes in 
unrestricted net assets which are excluded from the Performance Indicator, consistent with industry 
practice, include contributions of long-lived assets or amounts restricted to the purchase of long-
lived assets, certain pension and related adjustments, and transactions with noncontrolling interests. 

Income Taxes: The Alliance is classified as an organization exempt from income taxes under 
Section 501(c)(3) of the Internal Revenue Code. As such, no provision for income taxes has been 
made in the accompanying consolidated financial statements for the Alliance and its tax-exempt 
subsidiaries. The Alliance's taxable subsidiaries are discussed in Note L. The Alliance has no 
significant uncertain tax positions at June 30, 2015 and 2014. At June 30, 2015, tax returns for 2011 
through 2014 are subject to examination by the Internal Revenue Service. 

Temporarily and Permanently Restricted Net Assets: Temporarily restricted net assets are those 
whose use has been limited by donors to a specific time period or purpose. When a donor or time 
restriction expires; that is, when a stipulated time restriction ends or purpose restriction is fulfilled, 
temporarily restricted net assets are reclassified as unrestricted net assets and reported in the 
Consolidated Statements of Operations and Changes in Net Assets as net assets released from 
restrictions. The Alliance's policy is to net contribution and grant revenues against related expenses 
and present such amounts as a part of other revenue, gains and support in the Consolidated 
Statements of Operations. Permanently restricted net assets have been restricted by donors to be 
maintained by the Alliance in perpetuity. 

Premium Revenue: Premium revenue include premiums from individuals and the Centers for 
Medicare & Medicaid Services (CMS). CMS premium revenue is based on predetermined prepaid 
rates under Medicare risk contracts. Premiums are recognized in the month in which the members are 
entitled to health care services. Premiums collected in advance are deferred and recorded as unearned 
premium revenue. Premium deficiency losses are recognized when it is probable that expected future 
claim expenses will exceed future premiums on existing contracts. Management evaluated the need 
for a premium deficiency reserve and recorded an estimated reserve of $2,000 at June 30, 2015 and 
2014. 

Medicare Shared Savings Program (MSSP): The Alliance participates in CMS's Medicare Shared 
Savings Program which is designed to facilitate coordination and cooperation among providers to 
improve the quality of care for Medicare beneficiaries and reduce unnecessary costs. Accountable 
care organizations participating in the program are assigned beneficiaries by CMS and are entitled to 
share in the savings if they are able to lower growth in Medicare Parts A and B fee-for-service costs 
while meeting performance standards on quality of care. Utilizing statistical data and the 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

methodology employed by CMS, management estimated and recognized $2,857 and $5,425 of 
shared savings in 2015 and 2014, respectively. 

Electronic Health Record (EHR) Incentives: The American Recovery and Reinvestment Act of 2009 
(ARRA) provides for incentive payments under the Medicare and Medicaid programs for certain 
hospitals and physician practices that demonstrate meaningful use of certified EHR technology. The 
incentive payments are calculated based upon estimated discharges, charity care and other input data 
and are recorded upon the Alliance's attainment of program and attestation criteria. The incentive 
payments are subject to regulatory audit. During the years ending June 30, 2015 and 2014, the 
Alliance recognized EHR incentive revenues of $1,883 and $18,269, respectively. EHR incentive 
revenues are included in other revenue, gains and support in the accompanying Consolidated 
Statements of Operations. The Alliance incurs both capital expenditures and operating expenses in 
connection with the implementation of its various EHR initiatives. The amount and timing of these 
expenditures does not directly correlate with the timing of the Alliance's receipt or recognition of the 
EHR. incentive payments. 

Medical Costs: The cost of health care services is recognized in the period in which services are 
provided. Medical costs include an estimate of the cost of services provided to members by third-
party providers, which have been incurred but not reported. 

Subsequent Events: The Alliance evaluated all events or transactions that occurred after June 30, 
2015, through October 28, 2015, the date the consolidated financial statements were available to be 
issued. During this period management did not note any material recognizable subsequent events 
that required recognition or disclosure in the June 30, 2015 consolidated fmancial statements, other 
than as disclosed in Note P. 

Reclassifications: Certain 2014 amounts have been reclassified to conform with the 2015 
presentation in the accompanying consolidated financial statements. 

New Accounting Pronouncements: In May 2014, the Financial Accounting Standards Board (FASB) 
issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers. 
Under ASU 2014-09, recognition of revenue occurs when a customer obtains control of promised 
goods or services in an amount that reflects the consideration which the entity expects to receive in 
exchange for those goods or services. In addition, the accounting standard requires disclosure of the 
nature, amount, timing, and uncertainty of revenue and cash flows arising from contracts with 
customers. The standard is effective for fiscal years beginning after December 15, 2017. 
Management is currently evaluating the impact of adopting the accounting standard. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

NOTE C--INVESTMENTS 

Assets limited as to use are summarized by designation or restriction as follows at June 30: 

Designated or restricted: 
2015 2014 

Under safekeeping agreements $ 	8,221 $ 	8,220 
By Board to satisfy regulatory requirements 1,529 6,759 
Under bond indenture agreements: 

For debt service and interest payments 53,812 55,123 
For capital acquisitions 8,507 16,127 

72,069 86,229 
Less: amount required to meet current obligations (19,598) (25,029) 

$ 	52,471 $ 	61,200 

Assets limited as to use consist of the following at June 30: 

2015 2014 

Cash and cash equivalents $ 	49,665 $ 	54,437 
U.S. Government and agency securities 19,757 28,518 
Corporate and foreign bonds 860 2,354 
Municipal obligations 1,787 920 

$ 	72,069 $ 	86,229 

Held-to-maturity securities (other than assets limited as to use) are carried at amortized cost and 
consist of the following at June 30: 

2015 2014 

Cash and cash equivalents $ 	2,781 $ 	220 
Corporate and foreign bonds 30,967 35,131 
Municipal obligations 5,765 3,408 

$ 	39,513 $ 	38,759 

Held-to-maturity securities had gross unrealized gains and losses of $98 and $425, respectively, at 
June 30, 2015 and $206 and $456, respectively, at June 30 2014. At June 30, 2015, the Alliance 
held securities within the held-to-maturity portfolio with a fair value and unrealized loss of $12,710 

16 

MSHA6818



MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

and $359, respectively, which had been at an unrealized loss position for over one year. At June 30, 
2014, the Alliance held securities within the held-to-maturity portfolio with a fair value and 
unrealized loss of $13,513 and $456, respectively, which had been at an unrealized loss position for 
over one year. At June 30, 2015, the contractual maturities of held-to-maturity securities were 
$10,020 due in one year or less, $16,580 due from one to five years and $12,913 due after five years. 

Trading securities consist of the following at June 30: 

2015 2014 

Cash and cash equivalents 20,789 $ 	50,623 
U.S. Government and agency securities 76,167 69,805 
Corporate and foreign bonds 95,726 96,749 
Municipal obligations 23,330 21,409 
U.S. equity securities 5,419 1,868 
Mutual funds 293,983 253,301 
Alternative investments 87,144 54,761 

$ 	602,558 $ 	548,516 

The net investment gain is comprised of the following for the years ending June 30: 

2015 2014 

Interest and dividend income, net of fees $ 	13,894 $ 12,074 
Net realized gains on the sale of securities 9,260 15,311 
Change in net unrealized gains on securities (6,138) 23,318 

17,016 $ 	50,703 

The Alliance is a member of Premier Inc.'s (Premier) group purchasing organization and holds Class 
B Units which are convertible into cash or Class A common stock over a seven year vesting period. 
The Alliance records an investment relative to the estimated fair value of its Class B units, $14,724 
and $14,713 at June 30, 2015 and 2014, respectively. In addition, as the vesting period is tangential 
to the Alliance's continued participation in the group purchasing contract, the Alliance recorded a 
liability equivalent to the estimated fair value of the Class B units, which is included within other 
long-term liabilities in the Consolidated Balance Sheets. The liability is being amortized as a vendor 
incentive over the vesting period. During 2015 and 2014, the Alliance recognized $4,045 and 
$2,933, respectively, related to the vendor incentive which is included within other revenue, gains 
and support in the Consolidated Statements of Operations. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

NOTE D--DERIVATIVE TRANSACTIONS 

The Alliance is subject to an enforceable master netting arrangement in the form of an ISDA 
agreement with Bank of America, Merrill Lynch (BofAML). The ISDA agreement requires that the 
Alliance post additional collateral for the derivatives' fair market value deficits above specified 
levels. As of June 30, 2015 and 2014, the Alliance was not required to post additional collateral. 
Under the terms of this agreement, offsetting of derivative contracts is permitted in the event of 
default of either party to the agreement. 

The following is a summary of the interest rate swap agreements at June 30, 2015 and 2014: 

Notional 
Amount Termination Counterparty 

Current Payments: 
Receive 	Pay 

Estimated Fair Value 
2015 	2014 

$170,000 4/2026 BofAML 1.14% 0.00% $ 	5,205 $ 	3,089 

$95,000 4/2026 BofAML 1.14% 0.00% 2,929 1,748 

$173,030 4/2034 BofAML 1.16% 0.00% 884 (1,884) 

$82,055 7/2033 BofAML 67% USD-LIBOR- 0.312%+ (8,253) (9,365) 
BBA USD-SIFMA 

$50,000 7/2038 BofAML 67% (USD-LIBOR- USD-SIFMA (3,351) (4,210) 
BBA + 0.15%) 

$19,400 7/2018 BofAML 4.50% 1.05% + 48 63 
USD-SIFMA 

$4,293 7/2015 First Tennessee 0.00% USD-LIBOR- (3) (44) 
Bank BBA 

$ 	(2,541) $ 	(10,603) 

The Alliance recognized net settlement income on the interest rate swap agreements of $6,172 and 
$5,980 in 2015 and 2014, respectively. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

NOTE E--PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consist of the following at June 30: 

2015 2014 

Land $ 	60,337 $ 	60,722 
Buildings and leasehold improvements 766,089 760,853 
Property and improvements held for leasing 83,582 80,824 
Equipment and information technology infrastructure 733,315 700,748 
Buildings and equipment held under capital lease 249 340 

1,643,572 1,603,487 

Less: Allowances for depreciation and amortization (815,105) (757,641) 

828,467 845,846 
Construction in progress 18,622 35,583 

$ 	847,089 $ 	881,429 

Accumulated depreciation and amortization on property and improvements held for leasing purposes 
is $29,520 and $27,500 at June 30, 2015 and 2014, respectively. Net  interest capitalized was $925 
and $1,533 for the years ended June 30, 2015 and 2014, respectively. 

NOTE F--LONG-TERM DEBT AND OTHER FINANCING ARRANGEMENTS 

Long-term debt and capital lease obligations consist of the following at June 30: 

Description 
Rate as of 

June 30, 2015 
Outstanding Balance 
2015 	2014 

2013 Hospital Revenue and Refunding Revenue Bonds: 
$61,180 variable rate tax-exempt term bond, due August 2031 1.15% $ 	327,785 $ 	328,665 
$47,970 variable rate tax-exempt term bond, due August 2032 0.93% 
$13,350 variable rate tax-exempt term bond, due August 2038 1.15% 
$89,370 variable rate tax-exempt term bonds, due August 2042 1.12% - 1.23% 
$16,235 variable rate tax-exempt term bond, due August 2043 0.07% 
$99,680 variable rate taxable term bond due August 2043 0.12% 

2012 Hospital Revenue Bonds: 
(net of unamortized premium of $1,696 and $1,756 at June 30, 
2015 and 2014, respectively) 
$55,000 fixed rate tax-exempt term bond, due August 2042 5.00% 56,696 56,756 

2011 Hospital Revenue and Refunding and Improvement Bonds: 
$74,795 variable rate tax-exempt term bonds, due July 2033 0.08% 94,320 104,710 
$19,525 variable rate tax-exempt term bond, due July 2033 1.11% 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

Description 
Rate as of 

June 30, 2015 
Outstanding Balance 
2015 	2014 

2010 Hospital Revenue Refunding Bonds: 
(net of unamortized premium of $1,441 and $1,523 at June 30, 

2015 and 2014, respectively) 
$33,960 fixed rate tax-exempt serial bonds, through 2020 4.00% to 5.00% 173,271 180,993 
$4,355 fixed rate tax-exempt term bond, due July 2023 5.00% 
$14,985 fixed rate tax-exempt term bond, due July 2025 5.38% 
$4,250 fixed rate tax-exempt term bond, due July 2028 5.50% 
$19,230 fixed rate tax-exempt term bond, due July 2030 5.63% 
$95,050 fixed rate tax-exempt term bonds, due July 2038 6.00% - 6.50% 

2009 Hospital Revenue Bonds: 
(net of unamortized discount of $2,176 and $2,267 at June 30, 
2015 and 2014, respectively) 

$14,425 fixed rate tax-exempt term bonds, due July 2019 7.25% 117,264 119,813 
$21,730 fixed rate tax-exempt term bonds, due July 2029 7.50% 
$83,285 fixed rate tax-exempt term bonds, due July 2038 7.75% - 8.00% 

2007B Taxable Hospital Revenue Bonds: 
$15,920 variable rate taxable term bond due July 2019 0.12% 15,920 19,515 

2006 Hospital First Mortgage Revenue Bonds: 
(net of unamortized premium of $123 and $129 at June 30, 2015 
and 2014, respectively) 

$3,965 fixed rate tax-exempt serial bonds, through 2019 5.00% 167,143 167,864 
$7,375 fixed rate tax-exempt term bond, due July 2026 5.25% 
$20,505 fixed rate tax-exempt term bond, due July 2031 5.50% 
$135,175 fixed rate tax-exempt term bond, due July 2036 5.50% 

2001 Hospital First Mortgage Revenue Bond: 
$19,400 fixed rate tax-exempt term bond, due July 2026 4.50% 19,400 20,400 

2000 Hospital First Mortgage Revenue and Refunding Bonds: 
$42,000 fixed rate tax-exempt term bond, due July 2026 8.50% 81,538 81,006 
$39,538 fixed rate tax-exempt Capital Appreciation Bond, interest 

and principal due July 2026 through 2030 
6.63% 

Capitalized lease obligations secured by equipment 
Various monthly principal and interest payments through December 2016 Various 350 806 

Notes payable secured by real estate 
Paid-off in 2015 Various 5,542 

Promissory notes secured by assets of certain subsidiaries 
Various monthly principal and interest payments through 2019 Various 1,705 1,944 

Term note 
Monthly principal payments of $60 plus variable rate interest beginning 1.17% 16,160 16,883 
November 2012 through September 2015; remaining principal due October 2015 

Notes payable secured by equipment 
Various monthly principal and interest payments through 2016 Various 395 790 

1,071,947 1,105,687 
Less current portion (40,286) (30,618) 

$ 1,031,661 $ 1,075,069 
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Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2015 and 2014 

Capital Appreciation Bonds: The Series 2000 Bonds include $14,680 of insured Capital 
Appreciation Bonds. Such bonds bear a 0% coupon rate and have a yield of 6.625% annually. The 
Alliance recognizes interest expense and increases the amount of outstanding debt each year based 
upon this yield. Total principal and interest due at maturity (2026 through 2030) is $93,675. 

Other: Outstanding tax-exempt bond obligations that were insured under municipal bond insurance 
policies were $81,538 and $81,006 at June 30, 2015 and 2014, respectively. Under terms of these 
policies, the insurer guarantees the Alliance's payment of principal and interest. At June 30, 2015 
and 2014, the Alliance held $206,630 and $212,360, respectively, in variable rate demand bonds 
with letter of credit support and $231,395 and $240,530, respectively, in variable rate bonds held 
under direct purchase agreements. 

Early Redemption: Essentially all of the Alliance's bonds are subject to redemption prior to 
maturity, including optional, mandatory sinking fund and extraordinary redemption, at various dates 
and prices as described in the respective Bond indentures and other documents. 

Derecognized Bonds: In previous years, the Alliance advance refunded debt by placing required 
funds in irrevocable trusts in order to satisfy remaining scheduled principal and interest payments of 
the outstanding debt. Management, upon advice of legal counsel, believes the amounts deposited in 
such irrevocable trust accounts have contractually relieved the Alliance of any future obligations 
with respect to this debt. Debt outstanding and not recognized in the Consolidated Balance Sheet at 
June 30, 2015 due to previous advance refundings totaled $185,470. 

The assets placed in the irrevocable trust accounts are also not recognized as assets of the Alliance. 
These assets consist primarily of various investments, as permitted by bond indentures and other 
documents, including United States Treasury obligations, an investment contract with MBIA 
Insurance Corporation (MBIA) in the original amount of $54,300, as well as the Series 2000C and 
2000D Bonds which were purchased with the proceeds of the 2000A and 2000B Bonds specifically 
for the purpose of utilizing the Series 2000C and 2000D Bonds in the irrevocable trust. Therefore, 
certain of the assets held in the irrevocable trust accounts have future income streams contingent 
upon payments by the Alliance. 

Financing Arrangements: The Alliance granted a deed of trust on Johnson City Medical Center and 
Sycamore Shoals Hospital to secure the payment of the outstanding bond indebtedness. The bonds 
are also secured by the Alliance's receivables, inventories and other assets as well as certain funds 
held under the documents pursuant to which the bonds were issued. The Johnston Memorial 
Hospital, Inc. and Subsidiaries (JMH) Series 2011 Hospital Refunding and Improvement Revenue 
Bonds are secured by pledged revenues of JMH, as defined in the Credit Agreement. 
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Certain members of the Alliance and JMH are each members of separate Obligated Groups. The 
bond indentures, master trust indentures, letter of credit agreements and loan agreements related to 
the various bond issues and notes payable contain covenants with which the respective Obligated 
Groups must comply. These requirements include maintenance of certain financial and liquidity 
ratios, deposits to trustee funds, permitted indebtedness, use of facilities and disposals of property. 
These covenants also require that failure to meet certain debt service coverage tests will require the 
deposit of all daily cash receipts of the Alliance into a trust fund. Management has represented the 
Alliance and JMH are in compliance with all such covenants at June 30, 2015. 

The scheduled maturities and mandatory sinking fund payments of the long-term debt and capital 
lease obligations (excluding interest), exclusive of net unamortized original issue discount and 
premium, at June 30, 2015 are as follows: 

Year Ending June 30,  

2016 	 40,286 
2017 	 24,112 
2018 	 24,793 
2019 	 25,926 
2020 	 27,048 

Thereafter 	 928,699 

Net premium 
1,070,864 

1,083 

  

$ 	1,071,947 

NOTE G--SELF-INSURANCE PROGRAMS 

The Alliance is substantially self-insured for professional and general liability claims and related 
expenses. The Alliance maintains a $25,000 umbrella liability policy that attaches over the self-
insurance limits of $10,000 per claim and a $15,000 annual aggregate retention. The Alliance's 
insurance program also provides professional liability coverage for certain affiliates and joint 
ventures. 

The Alliance is also substantially self-insured for workers' compensation claims in the State of 
Tennessee and has established estimated liabilities for both reported and unreported claims. The 
Alliance maintains a stop-loss policy that attaches over the self-insurance limits of $1,000 per 
occurrence. In the State of Virginia, the Alliance is not self-insured and maintains workers' 
compensation insurance through commercial carriers. 
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At June 30, 2015, the Alliance is involved in litigation relating to medical malpractice and workers' 
compensation and other claims arising in the ordinary course of business. There are also known 
incidents occurring through June 30, 2015 that may result in the assertion of additional claims, and 
other unreported claims may be asserted arising from services provided in the past. Management has 
estimated and accrued for the cost of these unreported claims based on historical data and actuarial 
projections. The estimated net present value of malpractice and workers' compensation claims, both 
reported and unreported, as of June 30, 2015 and 2014 was $12,616 and $13,220, respectively. The 
discount rate utilized was 5% at June 30, 2015 and 2014. 

Additionally, the Alliance is self-insured for employee health claims and recognizes expense each 
year based upon actual claims paid and an estimate of claims incurred but not yet paid. Such amount 
is included in accounts payable and accrued expenses in the Consolidated Balance Sheets. 

NOTE H--NET PATIENT SERVICE REVENUE 

Patient service revenue, net of contractual allowances and discounts, is composed of the following 
for the years ended June 30: 

2015 2014 

Third-party payers 965,865 $ 	933,491 
Patients 151,089 113,276 

Patient service revenue $ 	1,116,954 $ 	1,046,767 

Patient deductibles and copayments under third-party payment programs are included within the 
patient amounts above. 

The Alliance also provides services to uninsured and underinsured patients that do not qualify for 
financial assistance. Based on historical experience, a significant portion of uninsured and 
underinsured patients are unable or unwilling to pay the portion of their bill for which they are 
financially responsible, and a significant provision for bad debts is recorded in the period the services 
are provided. 

The Alliance's allowance for doubtful accounts totaled $73,805 and $47,853 at June 30, 2015 and 
2014, respectively. The allowance for doubtful accounts increased from 23% of patient accounts 
receivable, net of contractual allowances in 2014 to 31% of patient accounts receivable, net of 
contractual allowances in 2015. The increase is mainly related to the growing popularity of high-
deductible insurance plans resulting in higher deductibles and out-of-pocket costs for patients. 
Management's estimate of the allowance for doubtful accounts is an estimate subject to change in the 
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near term. The provision for bad debts associated with the Alliance's ancillary service lines are not 
significant. 

NOTE I--THIRD-PARTY REIMBURSEMENT 

The Alliance renders services to patients under contractual arrangements with Medicare, Medicaid, 
TennCare and various other commercial payers. The Medicare program pays for inpatient services 
on a prospective basis. Payments are based upon diagnosis related group assignments, which are 
determined by the patient's clinical diagnosis and medical procedures utilized. The Alliance also 
receives additional payments from Medicare based on the provision of services to a disproportionate 
share of Medicaid and other low income patients. Most Medicare outpatient services are reimbursed 
on a prospectively determined payment methodology. The Medicare program also reimburses 
certain other services on the basis of reasonable cost, subject to various prescribed limitations and 
reductions. 

Reimbursement under the State of Tennessee's Medicaid waiver program (TennCare) for inpatient 
and outpatient services is administered by various managed care organizations (MC0s) and is based 
on diagnosis related group assignments, a negotiated per diem or fee schedule basis. The Alliance 
also receives additional supplemental payments from the State of Tennessee and Medicaid. These 
payments recognized totaled $10,386 and $10,860 for the years ended June 30, 2015 and 2014, 
respectively. 

The Virginia Medicaid program reimbursement for inpatient hospital services is based on a 
prospective payment system using both a per case and per diem methodology. Additional payments 
are made for the allowable costs of capital. Payments for outpatient services are transitioning from 
cost-based reimbursement principles to a prospective payment system. Full implementation of this 
transition is expected to take place over multiple years. 

Amounts earned under the contractual agreements with the Medicare and Medicaid programs are 
subject to review and final determination by fiscal intermediaries and other appropriate governmental 
authorities or their agents. Retroactive adjustments are accrued on an estimated basis in the period 
the related services are rendered and adjusted in future periods as final settlements are determined. 
The impact of final settlements of cost reports or changes in estimates increased net patient service 
revenue by $3,076 and $6,201 in 2015 and 2014, respectively. 

Activity with respect to audits and reviews of the governmental programs in the healthcare industry 
has increased and is expected to increase in the future. No additional specific reserves or allowances 
have been established with regard to these increased audits and reviews as management is not able to 
estimate such amounts, if any. Management believes that any adjustments from these increased 
audits and reviews will not have a material adverse impact on the consolidated financial statements. 
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However, due to uncertainties in the estimation, it is at least reasonably possible that management's 
estimate will change in 2016, although the amount of any change cannot be estimated. 

Participation in the Medicare program subjects the Alliance to significant rules and regulations; 
failure to adhere to such could result in fines, penalties or expulsion from the program. Management 
believes that adequate provision has been made for any adjustments, fines or penalties which may 
result from final settlements or violations of other rules or regulations. Management has represented 
that the Alliance is in substantial compliance with these rules and regulations as of June 30, 2015. 

The Alliance has also entered into payment agreements with certain commercial insurance carriers, 
health maintenance organizations, preferred provider organizations and employer groups. The basis 
for payment under these agreements includes prospectively determined rates per discharge, discounts 
from established charges and prospectively determined daily rates. 

NOTE J--EMPLOYEE BENEFIT PLANS 

The Alliance sponsors a defined contribution retirement plan (the Plan) which covers substantially 
all employees. The Alliance makes contributions to the Plan under a stratified system, whereby the 
Alliance's contribution percentage is based on each employee's years of service. Employees of 
certain other subsidiaries are covered by other plans, although such plans are not significant. The 
total expense related to defined contribution plans for the years ended June 30, 2015 and 2014 was 
$15,601 and $13,850, respectively. 

NCH maintains a frozen defined benefit pension plan and a frozen post-retirement employee benefit 
plan. The accrued unfunded pension liability was $1,806 and $2,086, and the accrued unfunded 
post-retirement liability was $6,307 and $5,857 at June 30, 2015 and 2014, respectively. 

The Alliance sponsors a secured executive benefit program (SEBP) for certain key executives. 
Contributions to the plan by the Alliance are based on an annual amount of funding necessary to 
produce a target benefit for the participants at their retirement dates, although the Alliance does not 
guarantee any level of benefit will be achieved. The Alliance contributed $1,727 and $511 to the 
plan during 2015 and 2014, respectively. Other assets at June 30, 2015 and 2014 include $13,030 
and $11,302, respectively, related to the Alliance's portion of the benefits which are recoverable 
upon the death of the participant. In addition, the Alliance sponsors a Section 457(f) plan for certain 
key executives. Contributions to the Section 457(f) plan during 2015 and 2014 were not significant. 

NOTE K--CONCENTRATION OF RISK 

The Alliance has locations primarily in upper East Tennessee and Southwest Virginia, a geographic 
concentration. The Alliance grants credit without collateral to its patients, most of whom are local 
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residents and are insured under third-party payer agreements. Net  patient service revenue from 
Washington County, Tennessee acute-care operations was approximately 52% of total net patient 
service revenue in 2015 and 2014. 

The mix of receivables from patients and third-party payers based on charges at established rates is 
as follows as of June 30. The patient responsibility related to charges for which the third-party has 
not yet paid is included within the third-party payer categories. 

2015 	2014 

Medicare 41% 39% 
Tenncare/Medicaid 15% 18% 
Commercial 26% 28% 
Other third-party payers 8% 8% 
Patients 10% 7% 

100% 100% 

Approximately 91% and 88% of the consolidated total revenue, gains and support were related to the 
provision of healthcare services during 2015 and 2014, respectively. Admitting physicians are 
primarily practitioners in the regional area. 

The Hospital maintains bank accounts at various financial institutions covered by the Federal 
Deposit Insurance Corporation (FDIC). At times throughout the year, the Alliance may maintain 
bank account balances in excess of the FDIC insured limit. Management believes the credit risk 
associated with these deposits is not significant. 

The Alliance routinely invests in investment vehicles as listed in Note C. The Alliance's investment 
portfolio is managed by outside investment management companies. Investments in corporate and 
foreign bonds, municipal obligations, money market funds, equities and other vehicles that are held 
by safekeeping agents are not insured or guaranteed by the U.S. government. 

NOTE L--INCOME TAXES 

BRMM and its subsidiaries file a consolidated federal tax return and separate state tax returns. As of 
June 30, 2015 and 2014, BRMM and its subsidiaries had net operating loss carryforwards for 
consolidated federal purposes of $30,700 and $27,085, respectively, related to operating loss 
carryforwards, which expire through 2033. At June 30, 2015 and 2014, BRMM had state net 
operating loss carryforwards of $75,619 and $74,191, respectively, which expire through 2029. The 
net operating loss carryforwards may be offset against future taxable income to the extent permitted 
by the Internal Revenue Code and Tennessee Code Annotated. 
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Net deferred tax assets related to these carryforwards and other deferred tax assets have been 
substantially offset through valuation allowances equal to these amounts. Income taxes paid relate 
primarily to state taxes for certain subsidiaries and federal alternative minimum tax. 

NOTE M--OTHER COMMITMENTS AND CONTINGENCIES 

Construction in Progress: Construction in progress at June 30, 2015 represents costs incurred 
related to various hospital and medical office building facility renovations and additions and 
information technology infrastructure. The Alliance has outstanding contracts and other 
commitments related to the completion of these projects, and the cost to complete these projects is 
estimated to be $30,508 at June 30, 2015. The Alliance does not expect any significant costs to be 
incurred for infrastructure improvements to assets held for resale. 

Employee Scholarships: The Alliance offers scholarships to certain individuals which require that 
the recipients return to the Alliance to work for a specified period of time after they complete their 
degrees. Amounts due are then forgiven over a specific period of time as provided in the individual 
contracts. If the recipient does not return and work the required period of time, the funds disbursed 
on their behalf become due immediately, and interest is charged until the funds are repaid. Other 
receivables at June 30, 2015 and 2014 include $7,095 and $8,685, respectively, related to students in 
school, graduates working at the Alliance and amounts due from others who are no longer in the 
scholarship program, net of an estimated allowance. 

Operating Leases and Maintenance Contracts: Total lease expense for the years ended June 30, 2015 
and 2014 was $7,414 and $7,901, respectively. Future minimum lease payments for each of the next 
five years and in the aggregate for the Alliance's noncancellable operating leases with remaining 
lease terms in excess of one year are as follows: 

Year Ending June 30, 

2016 	 7,346 
2017 	 4,614 
2018 	 3,605 
2019 	 3,279 
2020 	 2,481 

Thereafter 	 11,240 

32,565 
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NOTE N--FAIR VALUE MEASUREMENT 

The fair value of financial instruments has been estimated by the Alliance using available market 
information as of June 30, 2015 and 2014, and valuation methodologies considered appropriate. The 
estimates presented are not necessarily indicative of amounts the Alliance could realize in a current 
market exchange. The carrying value of substantially all financial instruments approximates fair 
value due to the nature or term of the instruments, except as described below. 

Held-to-Maturity Securities: The estimated fair value of the Alliance's held-to-maturity securities at 
June 30, 2015 and 2014, is $39,186 and $38,508, respectively, and would be classified in level 2 of 
the fair value hierarchy (described below). The fair value is based on prices provided by the 
Alliance's investment managers and its custodian bank, which use a variety of pricing sources to 
determine market valuations. 

Investment in Joint Ventures: It is not practical to estimate the fair market value of the investments 
in joint ventures. 

Estimated Professional Liability Self-Insurance and Other Long-Term Liabilities: Estimates of 
reported and unreported professional liability claims, pension and post-retirement liabilities are 
discounted to approximate their estimated fair value. It is not practical to estimate the fair market 
value of other long-term liabilities. 

Long-Term Debt: The estimated fair value of the Alliance's long-term debt at June 30, 2015 and 
2014, is $1,130,580 and $1,172,357, respectively, and would be classified in Level 2 in the fair value 
hierarchy. The fair value of long-term debt is estimated based upon quotes obtained from brokers for 
bonds and discounted future cash flows using current market rates for other debt. For long-term debt 
with variable interest rates, the carrying value approximates fair value. 

FASB Accounting Standards Codification 820 establishes a three-level valuation hierarchy for 
disclosure of fair value measurements. The valuation hierarchy is based upon the transparency of 
inputs to the valuation of an asset or liability as of the measurement date. The three levels are 
defined as follows: 

Level 1 - Inputs based on quoted market prices for identical assets or liabilities in active 
markets at the measurement date. 

Level 2 - Observable inputs other than quoted prices included in Level 1, such as quoted 
prices for similar assets and liabilities in active markets; quoted prices for identical or similar 
assets and liabilities in markets that are not active; or other inputs that are observable or can 
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be corroborated by observable market data. The Alliance's Level 2 investments are valued 
primarily using the market valuation approach. 

Level 3 - Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities. Level 3 includes values determined 
using pricing models, discounted cash flow methodologies, or similar techniques reflecting 
the Alliance's own assumptions. 

In instances where the determination of the fair value hierarchy measurement is based on inputs from 
different levels of the fair value hierarchy, the level in the fair value hierarchy within which the entire 
fair value measurement falls is based on the lowest level input that is significant to the fair value 
measurement in its entirety. The Alliance's assessment of the significance of a particular input to the 
fair value measurement in its entirety requires judgment and considers factors specific to the asset or 
liability. 

The following table sets forth, by level within the fair value hierarchy, the financial instruments 
measured at fair value as of June 30, 2015 and 2014: 

June 30, 2015 

Total Level .1 Level 2 	Level 3 

Cash and cash equivalents $ 	70,439 $ 	70,439 $ 	- 	$ 
U.S. Government and agency securities 88,083 88,083 
Corporate and foreign bonds 96,586 96,586 
Municipal obligations 23,329 23,329 
U.S. equity securities 5,419 5,419 - 
Mutual funds 293,983 212,323 81,660 
Alternative investments 87,144 72,420 	14,724 

Total assets $ 	664,983 $ 	376,264 $ 	273,995 	$ 	14,724 

Derivative agreements $ 	(2,541) $ 	- 	$ 	- 	$ 	(2,541) 

June 30, 2014 
Cash and cash equivalents $ 	98,956 $ 	98,956 $ 	- 	$ 
U.S. Government and agency securities 90,474 90,474 
Corporate and foreign bonds 99,103 - 99,103 
Municipal obligations 21,409 21,409 
U.S. equity securities 1,868 1,868 - 
Mutual funds 253,301 177,067 76,234 
Alternative investments 69,474 - 54,761 	14,713 

Total assets $ 	634,585 $ 	368,365 $ 	251,507 	$ 	14,713 

Derivative agreements $ 	(10,603) $ 	- 	$ 	- 	$ 	(10,603) 
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Fair values for the Alliance's fixed maturity securities are based on prices provided by the Alliance's 
investment managers and its custodian bank, which use a variety of pricing sources to determine 
market valuations. Fair values of equity securities have been determined by the Alliance from market 
quotations. 

Alternative Investments: The Alliance generally uses net asset value per unit as provided by external 
investment managers without further adjustment as the practical expedient estimate of the fair value 
of its alternative investment in a real estate fund. Accordingly, such values may differ from values 
that would have been used had an active market for the investments existed. The real estate fund 
invests primarily in U.S. commercial real estate. The Alliance may request redemption of all or a 
portion of its interests as of the end of a calendar quarter by delivering written notice to the fund 
managers at least 60 days prior to the end of the quarter. Such redemptions are subject to the capital 
requirements of the fund manager. 

The Alliance's investment in Premier Class B units does not have a readily determinable fair value 
and have been reported at estimated fair market value. The significant unobservable inputs primarily 
relate to management's estimate of the discount for lack of marketability of 12%. Accordingly, such 
value may differ from values that would have been used had an active market for the investment 
existed and as such it has been classified in Level 3 of the fair value hierarchy. 

Derivative Agreements: The valuation of the Alliance's derivative agreements is determined using 
market valuation techniques, including discounted cash flow analysis on the expected cash flows of 
each agreement. This analysis reflects the contractual terms of the agreement, including the period to 
maturity, and uses certain observable market-based inputs. The fair values of interest rate agreements 
are determined by netting the discounted future fixed cash payments (or receipts) and the discounted 
expected variable cash receipts (or payments). The variable cash receipts (or payments) are based on 
the expectation of future interest rates and the underlying notional amount. The Alliance also 
incorporates credit valuation adjustments (CVAs) to appropriately reflect both its own 
nonperformance or credit risk and the respective counterparty's nonperformance or credit risk in the 
fair value measurements. The CVA on the Alliance's interest rate swap agreements at June 30, 2015 
and 2014 resulted in a decrease in the fair value of the related liability of $713 and $4,584, 
respectively. 

A certain portion of the inputs used to value its interest rate swap agreements, including the forward 
interest rate curves and market perceptions of the Alliance's credit risk used in the CVAs, are 
unobservable inputs available to a market participant. As a result, the Alliance has determined that 
the interest rate swap valuations are classified in Level 3 of the fair value hierarchy. Due to the 
nature of these financial instruments, such estimates of fair value are subject to significant change in 
the near term. 
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The following tables provide a summary of changes in the fair value of the Alliance's Level 3 
financial assets and liabilities during the fiscal years ended June 30, 2015 and 2014: 

July 1, 2013 
Total unrealized/realized losses 
Net investment income 

Alternative 
Investment 

Derivatives, 
Net 

(8,185) 
(2,761) 

343 
Additions 14,713 

June 30, 2014 14,713 (10,603) 

Total unrealized/realized gains 6,978 7,718 
Net investment income 344 
Settlements (6,967) 

June 30, 2015 14,724 $ 	(2,541) 

NOTE 0—OPERATING EXPENSES BY FUNCTIONAL CLASSIFICATION 

The Alliance does not present expense information by functional classification because its resources 
and activities are primarily related to providing healthcare services. Further, since the Alliance 
receives substantially all of its resources from providing healthcare services in a manner similar to 
business enterprises, other indicators contained in these consolidated financial statements are 
considered important in evaluating how well management has discharged their stewardship 
responsibilities. 

NOTE P--SUBSEQUENT EVENTS 

The Alliance and Wellmont Health System (Wellmont) have agreed to exclusively explore the 
creation of a new, integrated and locally governed health system. Wellmont operates six hospitals 
and numerous outpatient care sites, serving communities in Northeast Tennessee and Southwest 
Virginia. Wellmont and the Alliance have filed a letter of intent (L01) with the Tennessee 
Department of Health, indicating the organizations will submit an application for a Certificate of 
Public Advantage (COPA). The two organizations have submitted a similar letter of intent with the 
Southwest Virginia Health Authority, signaling their intent to request approval by the commonwealth 
of the anticipated cooperative agreement between the two systems. A COPA in Tennessee and the 
cooperative agreement approval process in Virginia will allow Wellmont and the Alliance to merge, 
with the states actively supervising the proposed new health system to ensure it complies with the 
provisions of the COPA intended to contain costs and sustain high quality, affordable care. The two 
organizations are in the process of finalizing a definitive agreement. The date for expected 
completion of the merger has not been set but will not occur before state approval has been granted. 
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(Smyth County Community Hospital and Subsidiary and 

Norton Community Hospital and Subsidiaries) 
(Dollars in Thousands) 

June 30, 2015 

Smyth County 
Community 

Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 	2,940 $ 	6,798 
Patient accounts receivable, less estimated allowances 

for uncollectible accounts 6,295 11,137 
Other receivables, net 156 310 
Inventories and prepaid expenses 1,079 2,061 
Estimated amounts due from third-party payers, net 793 292 

TOTAL CURRENT ASSETS 11,263 20,598 

INVESTMENTS, less amounts required 
to meet current obligations 24,807 30,451 

PROPERTY, PLANT AND EQUIPMENT, net 67,550 50,275 

OTHER ASSETS 
Net deferred fmancing, acquisition costs and 

other charges 139 210 
Other assets 741 

TOTAL OTHER ASSETS 880 210 

$ 	104,500 $ 	101,534 
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June 30, 2015 

Smyth County 
Community 
Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable 
Current portion of long-term debt and capital lease 

obligations 
Accounts payable and accrued expenses 
Accrued salaries, compensated absences and amounts 

withheld 
Payables to affiliates, net 

TOTAL CURRENT LIABILITIES 

$ 	12 

134 
2,323 

2,116 
342 

$ 15 

110 
6,245 

4,388 
89 

4,927 10,847 

OTHER LIABILITIES 
Long-term debt and capital lease obligations, less 

current portion 15,830 20,985 
Estimated professional liability self-insurance 442 632 
Other long-term liabilities 1,178 8,200 

TOTAL LIABILITIES 22,377 40,664 

NET ASSETS 
Unrestricted net assets 82,114 60,734 
Temporarily restricted net assets 9 136 

TOTAL NET ASSETS 82,123 60,870 
$ 	104,500 $ 101,534 
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Year Ended June 30, 2015 

Smyth County 
Community 

Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

UNRESTRICTED NET ASSETS: 
Revenue, gains and support: 

Patient service revenue, net of contractual allowances 
and discounts $ 	48,370 $ 78,667 

Provision for bad debts (5,332) (8,546) 

Net patient service revenue 43,038 70,121 
Net investment gain 651 746 
Other revenue, gains and support 1,745 2,576 

TOTAL REVENUE, GAINS AND SUPPORT 45,434 73,443 

Expenses and losses: 
Salaries and wages 17,289 23,681 
Physician salaries and wages 257 6,043 
Contract labor 170 567 
Employee benefits 4,365 8,965 
Fees 9,050 8,326 
Supplies 5,349 8,793 
Utilities 978 1,286 
Other 4,348 7,753 
Depreciation 4,289 4,489 
Amortization 8 30 
Interest and taxes 156 257 

TOTAL EXPENSES AND LOSSES 46,259 70,190 

EXCESS (DEFICIT) OF REVENUE, GAINS AND 
SUPPORT OVER EXPENSES AND LOSSES (825) 3,253 

Pension and postretirement liability adjustments (305) 

INCREASE (DECREASE) IN 
UNRESTRICTED NET ASSETS (825) 2,948 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Operations and Changes in Net Assets - Continued 
(Smyth County Community Hospital and Subsidiary and Norton 

Community Hospital and Subsidiaries) 
(Dollars in Thousands) 

Year Ended June 30, 2015 

Smyth County 
Community 

Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 8 134 
Net assets released from restrictions (8) (160) 

DECREASE IN TEMPORARILY 
RESTRICTED NET ASSETS (26) 

INCREASE (DECREASE) IN 
TOTAL NET ASSETS (825) 2,922 

NET ASSETS, BEGINNING OF YEAR 82,948 57,948 

NET ASSETS, END OF YEAR $ 	82,123 $ 	60,870 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Balance Sheet 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

June 30, 2015 

Obligated 
Group 

Other 
Entities Eliminations Total 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 	47,025 $ 	32,689 $ 	- 	$ 	79,714 
Current portion of investments 19,598 19,598 
Patient accounts receivable, less estimated 

allowance for uncollectible accounts 134,777 27,479 162,256 
Other receivables, net 17,873 15,413 33,286 
Inventories and prepaid expenses 25,427 8,542 33,969 

TOTAL CURRENT ASSETS 244,700 84,123 328,823 

INVESTMENTS, less amounts required 
to meet current obligations 458,373 236,169 694,542 

EQUITY IN AFFILIATES 351,724 (351,724) 

PROPERTY, PLANT AND EQUIPMENT, net 614,870 232,219 847,089 

OTHER ASSETS 

Goodwill 152,600 3,996 156,596 

Net deferred financing, acquisition costs 
and other charges 23,504 1,251 24,755 

Other assets 44,738 8,302 53,040 

TOTAL OTHER ASSETS 220,842 13,549 234,391 

$ 	1,890,509 $ 	566,060 $ 	(351,724) $ 	2,104,845 

See note to supplemental information. 	 36 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Balance Sheet - Continued 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

June 30, 2015 

Obligated 
Group 

Other 
Entities Eliminations Total 

LIABILIIIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable 18,125 $ 	34 $ 	- 	$ 	18,159 
Current portion of long-term debt and capital 

lease obligations 22,040 18,246 40,286 
Accounts payable and accrued expenses 80,408 19,893 100,301 
Accrued salaries, compensated absences 

and amounts withheld 54,519 17,547 72,066 
Payables to (receivables from) affiliates, net 15,314 (15,314) 
Estimated amounts due to third-party 
payers, net 3,909 872 4,781 

TOTAL CURRENT LIABILITIES 194,315 41,278 235,593 

OTHER LIABlLTIIES 
Long-term debt and capital lease obligations, 

less current portion 1,012,167 19,494 1,031,661 
Estimated fair value of derivatives, net 2,541 2,541 
Estimated professional liability self-insurance 7,362 1,099 8,461 
Other long-term liabilities 35,176 3,507 38,683 

TOTAL LIABILITIES 1,251,561 65,378 1,316,939 

NET ASSETS 

Unrestricted net assets 
Mountain States Health Affiance 583,287 344,360 (344,360) 583,287 
Noncontrolling interests in subsidiaries 42,160 143,222 5,736 191,118 

TOTAL UNRESTRICTED NET ASSETS 625,447 487,582 (338,624) 774,405 

Temporarily restricted net assets 
Mountain States Health Alliance 13,303 12,966 (12,966) 13,303 
Noncontrolling interests in subsidiaries 71 7 (7) 71 

TOTAL TEMPORARILY 
RESTRICTED NET ASSETS 13,374 12,973 (12,973) 13,374 

Permanently restricted net assets 127 127 (127) 127 

TOTAL NET ASSETS 638,948 500,682 (351,724) 787,906 

$ 	1,890,509 $ 	566,060 $ 	(351,724) $ 	2,104,845 

See note to supplemental information. 	 37 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Statement of Operations 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

Year Ended June 30, 2015 

Obligated 
Group 

Other 
Entities Eliminations Total 

Revenue, gains and support: 
Patient service revenue, net of contractual 

allowances and discounts $ 	925,979 $ 	203,883 $ 	(12,908) $ 	1,116,954 
Provision for bad debts (104,724) (22,795) (127,519) 

Net patient service revenue 821,255 181,088 (12,908) 989,435 
Premium revenue 32,184 32,184 
Net investment gain 12,486 4,530 17,016 
Net derivative gain 13,195 695 - 13,890 
Other revenue, gains and support 27,244 97,465 (88,138) 36,571 
Equity in net gain of affiliates 716 10,275 (10,991) - 

TOTAL REVENUE, GAINS AND SUPPORT 874,896 326,237 (112,037) 1,089,096 

Expenses: 
Salaries and wages 284,643 67,093 (6,581) 345,155 
Physician salaries and wages 64,838 71,222 (55,781) 80,279 
Contract labor 3,101 2,913 (598) 5,416 
Employee benefits 66,881 17,443 (7,018) 77,306 
Fees 97,754 35,093 (12,156) 120,691 
Supplies 146,516 29,660 (126) 176,050 
Utilities 12,981 3,798 (4) 16,775 
Medical Costs 30,566 (12,183) 18,383 
Other 61,323 26,524 (6,370) 81,477 
Depreciation 51,307 15,903 67,210 
Amortization 1,488 69 1,557 
Interest and taxes 41,599 2,098 43,697 

TOTAL EXPENSES 832,431 302,382 (100,817) 1,033,996 
EXCESS OF REVENUE, GAINS AND 

SUPPORT OVER EXPENSES AND LOSSES $ 	42,465 $ 	23,855 $ 	(11,220) $ 	55,100 

See note to supplemental information. 	 38 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating State►nent of Changes in Net Assets 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

Year Ended June 30, 2015 
Obligated Group Total 

Obligated 
Group 

Other Entities Total 
Other 

Entities Eliminations Total 
Mountain States 
Health Alliance 

Noncontroiling 
Interests 

Mountain States 
Health Alliance 

Noncontrolling 
Interests 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support over 

Expenses and Losses $ 	41,008 $ 	1,457 $ 	42,465 $ 	13,832 $ 	10,023 $ 	23,855 $ 	(11,220) $ 	55,100 
Pension and other defined benefit plan adjustments (178) (152) (330) (207) (206) (413) 413 (330) 
Net assets released from restrictions used for the 

purchase of property, plant and equipment 478 - 478 478 - 478 (478) 478 
Repurchases of noncontrolling interests, net - (1,000) (1,000) (14) (14) (1,014) 
Distributions to noncontrolling interests (458) (355) (813) 458 (355) 
Net asset transfers - - 912 2,372 3,284 (3,284) - 

INCREASE IN UNRESTRICTED 
NET ASSETS 41,308 305 41,613 14,557 11,820 26,377 (14,111) 53,879 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 3,663 69 3,732 3,172 7 3,179 (3,179) 3,732 
Net assets released from restrictions (2,564) (82) (2,646) (2,093) (5) (2,098) 2,098 (2,646) 

INCREASE (DECREASE) IN TEMPORARILY 
RESTRICTED NET ASSETS 1,099 (13) 1,086 1,079 2 1,081 (1,081) 1,086 

INCREASE IN TOTAL NET ASSETS 42,407 292 42,699 15,636 11,822 27,458 (15,192) 54,965 

NET ASSETS, BEGINNING OF YEAR 554,310 41,939 596,249 341,817 131,407 473,224 (336,532) 732,941 

NET ASSETS, END OF YEAR $ 	596,717 $ 	42,231 $ 	638,948 $ 	357,453 $ 	143,229 $ 	500,682 $ 	51,724 $ 	787,906 

See note to supplemental information. 	 39 

MSHA6842



MOUNTAIN STATES HEALTH ALLIANCE 

Note to Supplemental Information 

Year Ended June 30, 2015 

NOTE A--OBLIGATED GROUP MEMBERS 

As described in Note F to the consolidated financial statements, the Alliance has granted a deed of 
trust on JCMC and SSH to secure the payment of the outstanding bonds. The bonds are also secured 
by the Alliance's receivables, inventories and other assets as well as certain funds held under the 
documents pursuant to which the bonds were issued. The members pledged pursuant to the 
Amended and Restated Master Trust Indenture between Mountain States Health Alliance and the 
Bank of New York Mellon Trust Company, NA as Master Trustee include Johnson City Medical 
Center Hospital, Indian Path Medical Center, Franklin Woods Community Hospital, Sycamore 
Shoals Hospital, Johnson County Community Hospital, Russell County Medical Center, Unicoi 
County Memorial Hospital, Norton Community Hospital (hospital only), Smyth County Community 
Hospital (hospital only) and Blue Ridge Medical Management Corporation (parent company only), 
collectively defined as the Obligated Group (Obligated Group). 

The supplemental consolidating information includes the accounts of the members of the Obligated 
Group after elimination of all significant intergroup accounts and transactions. Certain other 
subsidiaries of the Alliance are not pledged to secure the payment of the outstanding bonds as they 
are not part of the Obligated Group. These affiliates have been accounted for within the Obligated 
Group based upon the Alliance's original and subsequent investments, as adjusted for the Alliance's 
pro rata share of income or losses and any distributions, and are included as a part of equity in 
affiliates in the supplemental consolidating balance sheet. 
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1.1  if A 
Certified Public Accountants 

PERSHING YOAKLEY & ASSOCIATES, P.C. 
One Cherokee Mills, 2220 Sutherland Avenue 

Knoxville, TN 37919 

p: (865) 673-0844 I f: (865) 673-0173 
www.pyapc.com  

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors of 
Mountain States Health Alliance: 

Report on the Consolidated Financial Statements 

We have audited the accompanying consolidated financial statements of Mountain States Health 
Alliance and its subsidiaries (the Alliance), which comprise the consolidated balance sheets as of 
June 30, 2016 and 2015, and the related consolidated statements of operations, changes in net assets, 
and cash flows for the years then ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to 
the preparation and fair presentation of consolidated financial statements that are free from material 
misstatements, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the consolidated financial statements. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the consolidated financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the Alliance's preparation and fair presentation of the consolidated 
financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the Alliance's internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Mountain States Health Alliance and its subsidiaries as of June 30, 
2016 and 2015, and the results of their operations, changes in net assets, and cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Report on Supplementary Information 

Our audits were conducted for the purpose of forming an opinion on the consolidated financial 
statements as a whole. The supplemental consolidated and consolidating information is presented for 
purposes of additional analysis and is not a required part of the consolidated financial statements. 
Such information is the responsibility of management and was derived from and relates directly to 
the underlying accounting and other records used to prepare the consolidated financial statements. 
The information has been subjected to the auditing procedures applied in the audit of the 
consolidated financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare 
the consolidated financial statements or to the consolidated financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated in all material respects in relation 
to the consolidated financial statements as a whole. 

Knoxville, Tennessee 
October 24, 2016 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets 
(Dollars in Thousands) 

June 30, 
2016 2015 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 89,751 $ 79,714 
Current portion of investments 25,772 19,598 
Patient accounts receivable, less estimated allowances 

for uncollectible accounts of $72,531 in 2016 and 
$73,805 in 2015 155,002 162,256 

Other receivables, net 35,062 33,286 
Inventories and prepaid expenses 34,898 33,969 

TOTAL CURRENT ASSETS 340,485 328,823 
INVESTMENTS, less amounts required to meet 

current obligations 625,823 694,542 

PROPERTY, PLANT AND EQUIPMENT, net 830,853 847,089 
OTHER ASSETS 

Goodwill 156,565 156,596 
Net deferred financing, acquisition costs and 

other charges 22,024 24,755 
Other assets 55,397 53,040 

TOTAL OTHER ASSETS 233,986 234,391 
$ 2,031,147 $ 2,104,845 

See notes to consolidated financial statements. 3 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Balance Sheets - Continued 
(Dollars in Thousands) 

June 30, 
2016 2015 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable $ 13,586 $ 18,159 
Current portion of long-term debt and capital lease 

obligations 23,391 40,286 
Accounts payable and accrued expenses 95,200 100,301 
Accrued salaries, compensated absences and amounts 

withheld 68,722 72,066 
Estimated amounts due to third-party payers, net 9,150 4,781 

210,049 235,593 TOTAL CURRENT LIABILII1ES 

OTHER LIABILI1LES 
Long-term debt and capital lease obligations, less 

current portion 963,879 1,031,661 
Estimated fair value of derivatives 4,483 2,541 
Estimated professional liability self-insurance 7,394 8,461 
Other long-term liabilities 36,980 38,683 

1,222,785 1,316,939 TOTAL LIABILII1ES 

COMMITMENTS AND CONTINGENCIES - Notes 
D, F, G, and M 

NET ASSETS 
Unrestricted net assets 

Mountain States Health Alliance 594,303 583,287 
Noncontrolling interests in subsidiaries 199,842 191,118 

TOTAL UNRESTRICTED NET ASSETS 794,145 774,405 

Temporarily restricted net assets 
Mountain States Health Alliance 14,091 13,303 
Noncontrolling interests in subsidiaries 99 71 

TOTAL TEMPORARILY RESTRICTED NET ASSETS 14,190 13,374 

Permanently restricted net assets 
Mountain States Health Alliance 27 127 

TOTAL NET ASSETS 808,362 787,906 

$ 2,031,147 $ 2,104,845 

See notes to consolidated financial statements. 4 
MSHA6850



MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Operations 
(Dollars in Thousands) 

Year Ended June 30, 
2016 2015 

Revenue, gains and support: 
Patient service revenue, net of contractual allowances 

and discounts $ 1,159,436 $ 1,130,495 
Provision for bad debts (137,706) (127,519) 
Net patient service revenue 1,021,730 1,002,976 
Other operating revenue 51,041 41,162 

TOTAL REVENUE, GAINS AND SUPPORT 1,072,771 1,044,138 
Expenses: 

Salaries and wages 351,967 344,137 
Physician salaries and wages 84,043 80,279 
Contract labor 21,311 5,341 
Employee benefits 78,810 77,051 
Fees 112,738 115,581 
Supplies 179,142 175,925 
Utilities 16,180 16,770 
Medical costs (762) (541) 
Other 85,049 80,028 
Depreciation 66,418 67,210 
Amortization 1,517 1,557 
Interest and taxes 42,678 43,697 

TOTAL EXPENSES 1,039,091 1,007,035 
OPERATING INCOME 33,680 37,103 

Nonoperating gains (losses): 
Interest and dividend income 15,034 13,872 
Net realized gains on the sale of securities 6,514 9,260 
Change in net unrealized gains on securities (17,511) (6,138) 
Derivative related income 5,605 6,204 
Loss on early extinguishment of debt - Note F (2,827) 

(2,287) 7,718 Change in estiurated fair value of derivatives 
Other nonoperating losses (9,728) (4,591) 

NET NONOPERATING GAIN (LOSS) (5,200) 26,325 
EXCESS OF REVENUE, GAINS AND SUPPORT 

OVER EXPENSES AND LOSSES FROM 
CONTINUING OPERATIONS 28,480 63,428 

LOSS FROM DISCONTINUED OPERATIONS (6,492) (8,328) 
EXCESS OF REVENUE, GAINS AND SUPPORT 

OVER EXPENSES AND LOSSES 21,988 $ 55,100 

See notes to consolidated financial statements. 5 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Changes in Net Assets 
(Dollars in Thousands) 

Year Ended June 30, 2016 

Mountain States Non controlling 
Health Alliance Interests Total 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support 

over Expenses and Losses $ 11,473 $ 10,515 $ 21,988 
Pension and other defined benefit plan adjustments (1,443) (1,436) (2,879) 
Net assets released from restrictions used for the 

purchase ofproperty, plant and equipment 1,987 1,987 
Repurchases of noncontrolling interests, net (1,001) (1,001) 
Distributions to noncontrolling interests (355) (355) 

INCREASE IN UNRESTRICTED 
NET ASSETS 11,016 8,724 19,740 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 5,840 104 5,944 
Net assets released from restrictions (5,052) (76) (5,128) 

INCREASE IN TEMPORARILY 
RESTRICTED NET ASSETS 788 28 816 

PERMANENTLY RESTRICTED NET ASSETS: 
Net assets released from restrictions by donor (100) (100) 

DECREASE IN PERMANENTLY 
RESTRICTED NET ASSETS (100) (100) 

INCREASE IN TOTAL NET ASSETS 11,704 8,752 20,456 

NET ASSETS, BEGINNING OF YEAR 596,717 191,189 787,906 
NET ASSETS, END OF YEAR $ 608,421 $ 199,941 $ 808,362 

See notes to consolidated financial statements. 6 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Changes in Net Assets - Continued 
(Dollars in Thousands) 

Year Ended June 30, 2015 

Mountain States 
Health Alliance 

Noncontrolling 
Interests Total 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support 

over Expenses and Losses 41,008 $ 14,092 $ 55,100 
Pension and other defined benefit plan adjustments (178) (152) (330) 
Net assets released from restrictions used for the 

purchase of property, plant and equipment 478 478 
Noncontrolling interest in acquired subsidiary (1,014) (1,014) 
Distributions to noncontrolling interests (355) (355) 

INCREASE IN UNRESTRICTED 
NET ASSETS 41,308 12,571 53,879 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 3,663 69 3,732 
Net assets released from restrictions (2,564) (82) (2,646) 

INCREASE (DECREASE) IN TEMPORARILY 
RESTRICTED NET ASSETS 1,099 (13) 1,086 

INCREASE IN TOTAL NET ASSETS 42,407 12,558 54,965 

NET ASSETS, BEGINNING OF YEAR 554,310 178,631 732,941 

NET ASSETS, END OF YEAR $ 596,717 $ 191,189 $ 787,906 

See notes to consolidated financial statements. 7 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Cash Flows 
(Dollars in Thousands) 

Year Ended June 30, 
2016 2015 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Increase in net assets $ 20,456 $ 54,965 
Adjustments to reconcile increase in net assets to 

net cash provided by operating activities: 
Provision for depreciation and amortization 68,295 69,242 
Provision for bad debts 137,706 127,519 
Loss on early extinguishment of debt 2,827 
Change in estimated fair value of derivatives 2,287 (7,718) 
Equity in net income of j oint ventures, net (1,382) (79) 
Loss (gain) on disposal of assets (221) (2,192) 
Amounts received on interest rate swap settlements (5,605) (6,172) 
Capital Appreciation Bond accretion and other 2,799 2,780 
Restricted contributions (5,944) (3,732) 
Pension and other defined benefit plan adjustments 2,879 330 
Increase (decrease) in cash due to change in: 

Patient accounts receivable (130,452) (128,457) 
Other receivables, net (1,694) 12,303 
Inventories and prepaid expenses (929) (3,131) 
Trading securities 59,553 (39,873) 
Other assets (5,760) (3,128) 
Accrued interest payable (4,573) (489) 
Accounts payable and accrued expenses (1,213) 16,745 
Accrued salaries, compensated absences and 

amounts withheld (3,344) (115) 
Estimated amounts due to third-party payers, net 4,369 (5,682) 
Estimated professional liability self-insurance (1,067) (496) 
Other long-term liabilities (4,582) 2,379 

Total adjustments 113,949 30,034 

NET CASH PROVIDED BY 
OPERATING ACTIVITIES 134,405 84,999 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchases of property, plant and equipment and property 

held for expansion (57,586) (44,569) 
Purchases of held-to-maturity securities 2,461 (1,417) 
Net distribution from joint ventures and unconsolidated affiliates 2,442 4,859 
Proceeds from sale of property, plant and equipment and 

property held for resale 3,836 2,654 

NET CASH USED IN INVESTING ACTIVITIES (48,847) (38,473) 

See notes to consolidated financial statements. 8 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidated Statements of Cash Flows - Continued 
(Dollars in Thousands) 

Year Ended June 30, 
2016 2015 

CASH FLOWS FROM FINANCING ACTIVIlIES: 
Payments on long-term debt and capital lease obligations, 

including deposits to escrow (71,864) (36,210) 
Refinanced debt obligations (134,367) 
Proceeds from issuance of long-term debt and other 

financing arrangements 118,941 
Net amounts received on interest rate swap settlements 5,605 6,172 
Restricted contributions received 6,164 4,041 

NET CASH USED IN FINANCING ACTIV111ES (75,521) (25,997)  

NET INCREASE IN CASH 
AND CASH EQUIVALENTS 10,037 20,529 

CASH AND CASH EQUIVALENTS, beginning of year 79,714 59,185  

CASH AND CASH EQUIVALENTS, end of year  $ 89,751 $ 79,714  

SUPPLEMENTAL INFORMATION AND NON-CASH TRANSACTIONS: 

Cash paid for interest $ 41,934 $ 38,982  

Cash paid for federal and state income taxes $ 777 $ 917  

Construction related payables in accounts payable 
and accrued expenses $ 3,405 $ 7,293  

Assets contributed into joint venture $ - $ 8,668 

The Consolidated Statements of Cash Flows were prepared by treating all items as if they were from 
Continuing Operations. 

See notes to consolidated financial statements. 9 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements 
(Dollars in Thousands) 

Years Ended June 30, 2016 and 2015 

NOTE A--ORGANIZATION AND OPERATIONS 

Mountain States Health Alliance (the Alliance) is a tax-exempt entity with operations primarily 
located in Washington, Sullivan, Unicoi, and Carter counties of Tennessee and Smyth, Wise, 
Dickenson, Russell and Washington counties of Virginia. The primary operations of the Alliance 
consist of eleven acute and specialty care hospitals. 

The Alliance's accompanying consolidated financial statements include all assets, liabilities, 
revenues, expenses, and changes in net assets attributable to the noncontrolling interests in the 
following subsidiaries: 

• Smyth County Community Hospital and Subsidiary - the Alliance holds an 80% interest 
• Norton Community Hospital and Subsidiaries - the Alliance holds a 50.1% interest 
• Johnston Memorial Hospital, Inc. and Subsidiaries - the Alliance holds a 50.1% interest 

The Alliance is the sole shareholder of Blue Ridge Medical Management Corporation (BRMM), a 
for-profit entity that owns and manages physician practices, real estate and ambulatory surgery 
centers and provides other healthcare services to individuals in Tennessee and Virginia. 

The Alliance is a 99.9% shareholder of Integrated Solutions Health Network, LLC (ISHN). During 
the current year, CrestPoint Health Insurance Company (CHIC), a component unit of ISHN, ceased 
operations. See Note P for additional information. 

The Alliance is the primary beneficiary of the activities of Mountain States Foundation, Inc., a not-
for-profit foundation formed to coordinate fundraising and development activities of the Alliance. 

In April, 2015, the Alliance and Wellmont Health System (Wellmont) agreed to exclusively explore 
the creation of a new, integrated and locally governed health system. Wellmont operates six 
hospitals and numerous outpatient care sites, serving communities in Northeast Tennessee and 
Southwest Virginia. 

In February, 2016, the Alliance and Wellmont executed a definitive agreement outlining how the two 
health systems would unite their operations upon approval of a Certificate of Public Advantage 
(COPA) in Tennessee and a cooperative agreement in Virginia. The systems have filed applications 
for a COPA in Tennessee and a cooperative agreement in Virginia and the applications have been 
deemed complete. The applications are now under formal review by the Tennessee Depai talent of 
Health and the Southwest Virginia Health Authority. If state officials grant permission to move 
forward, the Alliance and Wellmont will become Ballad Health in the Spring of 2017. 

10 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
(Dollars in Thousands) 

Years Ended June 30, 2016 and 2015 

NOTE B--SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation: The accompanying consolidated financial statements include the 
accounts of the Alliance and its consolidated subsidiaries after elimination of all significant 
intercompany accounts and transactions. 

Use of Estimates: The preparation of the consolidated financial statements in conformity with 
accounting principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities as of the date of the consolidated financial statements. 
Estimates also affect the reported amounts of revenue and expenses during the reporting period. 
Actual results could differ from these estimates. 

Cash and Cash Equivalents: Cash and cash equivalents include all highly liquid investments with a 
maturity of three months or less when purchased. Cash and cash equivalents designated as assets 
limited as to use or uninvested amounts included in investment portfolios are not included as cash 
and cash equivalents. 

Investments: Investments include trading securities and held-to-maturity securities. Within the 
trading securities portfolio, all debt securities, and marketable equity securities with readily 
determinable fair values, are reported at either the net asset value per share as a practical expedient or 
fair value based on quoted market prices. Investments without readily determinable fair values are 
reported at estimated fair market value utilizing observable and unobservable inputs. Investments 
which the Alliance has the positive intent and ability to hold to maturity are classified as held-to-
maturity and are stated at amortized cost. Realized gains and losses are computed using the specific 
identification method for cost determination. Interest and dividend income is reported net of related 
investment fees. 

Management evaluates whether unrealized losses on held-to-maturity investments indicate other-
than-temporary impairment. Such evaluation considers the amount of decline in fair value, as well 
as the time period of any such decline. Management does not believe any investment classified as 
held-to-maturity is other-than-temporarily impaired at June 30, 2016. 

Investments in joint ventures are reported under the equity method of accounting, which 
approximates the Alliance's equity in the underlying net book value. Other assets include 
investments in joint ventures of $7,250 and $5,180 at June 30, 2016 and 2015, respectively. During 
2015, the Alliance contributed assets into a joint venture which owns and operates a rehabilitation 
hospital. 
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MOUNTAIN STATES HEALTH ALLIANCE 

Notes to Consolidated Financial Statements - Continued 
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Inventories: Inventories, consisting primarily of medical supplies, are stated at the lower of cost or 
market with cost determined by first-in, first-out method. 

Property, Plant and Equipment: Property, plant and equipment is stated on the basis of cost, or if 
donated, at the fair value at the date of gift. Generally, depreciation is computed by the straight-line 
method over the estimated useful life of the asset. Equipment held under capital lease obligations is 
amortized under the straight-line method over the shorter of the lease term or estimated useful life. 
Amortization of buildings and equipment held under capital leases is shown as a part of depreciation 
expense and accumulated depreciation in the accompanying consolidated financial statements. 
Renewals and betterments are capitalized and depreciated over their useful life, whereas costs of 
maintenance and repairs are expensed as incurred. 

Interest costs incurred on borrowed funds during the period of construction of capital assets is 
capitalized as a component of the cost of acquiring those assets. The amount capitalized is net of 
investment earnings on assets limited as to use derived from restricted for capital assets. The 
Alliance reviews capital assets for indications of potential impairment when there are changes in 
circumstances related to a specific asset. If this review indicates that the carrying value of these 
assets may not be recoverable, the Alliance estimates future cash flows from operations and the 
eventual disposition of such assets. If the sum of these undiscounted future cash flows is less than 
the carrying amount of the asset, a write-down to estimated fair value is recorded. The Alliance did 
not recognize any impairment losses during 2016 and 2015. 

Other assets include property held for resale and expansion of $18,857 and $19,316, respectively, at 
June 30, 2016 and 2015. Property held for resale and expansion primarily represents land 
contributed to, or purchased by, the Alliance plus costs incurred to develop the infrastructure of such 
land. Management annually evaluates its investment and records non-temporary declines in value 
when it is determined the ultimate net realizable value is less than the recorded amount. No such 
declines were identified in 2016 and 2015. 

Goodwill: Goodwill is evaluated for impairment at least annually. The Alliance comprises a single 
reporting unit for evaluation of goodwill. Management performed an evaluation of goodwill for 
impairment considering qualitative and quantitative factors and does not believe the goodwill to be 
impaired as of June 30, 2016 and 2015. Management's estimates utilized in the evaluation contain 
significant estimates and it is reasonably possible that such estimates could change in the near term. 

Deferred Financing, Acquisition Costs and Other Charges: Other assets include deferred financing, 
acquisition costs and other charges of $22,024 and $24,755 at June 30, 2016 and 2015, respectively. 
Deferred financing costs are amortized over the life of the respective bond issue using the average 
bonds outstanding method. 
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Years Ended June 30, 2016 and 2015 

Derivative Financial Instruments: The Alliance is a party to various interest rate swaps. These 
financial instruments are not designated as hedges and have been presented at estimated fair market 
value in the accompanying Consolidated Balance Sheets as either current or long-term liabilities, 
based upon the remaining term of the instrument. 

Estimated Professional Liability Self-Insurance and Other Long-Term Liabilities: Self-insurance 
liabilities include estimated reserves for reported and unreported professional liability claims and are 
recorded at the estimated net present value of such claims. Other long-term liabilities include 
contributions payable and obligations under deferred compensation arrangements, a defined benefit 
pension plan, a post-retirement employee benefit plan as well as other liabilities which management 
estimates are not payable within one year. 

Net Patient Service Revenue/Receivables: Net patient service revenue is reported on the accrual 
basis in the period in which services are provided at the estimated net realizable amounts, including 
estimated retroactive adjustments under reimbursement agreements with third-party payers. 
Retroactive adjustments are accrued on an estimated basis in the period the related services are 
rendered and adjusted in future periods as final settlements are determined. The Alliance's revenue 
recognition policies related to self-pay and other types of payers emphasize revenue recognition only 
when collections are reasonably assured. 

Patient accounts receivable are reported net of both an estimated allowance for uncollectible 
accounts and an estimated allowance for contractual adjustments. The contractual allowance 
represents the difference between established billing rates and estimated reimbursement from 
Medicare, Medicaid, TennCare and other third-party payment programs. Current operations include 
a provision for bad debts in the Consolidated Statements of Operations estimated based upon the age 
of the patient accounts receivable, historical writeoffs and recoveries and any unusual circumstances 
(such as local, regional or national economic conditions) which affect the collectibility of 
receivables, including management's assumptions about conditions it expects to exist and courses of 
action it expects to take. The primary uncertainty lies with uninsured patient receivables and 
deductibles, co-payments or other amounts due from individual patients. Additions to the allowance 
for uncollectible accounts result from the provision for bad debts. Patient accounts written off as 
uncollectible are deducted from the allowance for uncollectible accounts. 

For uninsured patients that do not qualify for charity care, the Alliance recognizes revenue on the 
basis of discounted rates under the Alliance's self-pay patient policy. Under the policy, a patient who 
has no insurance and is ineligible for any government assistance program has their bill reduced to the 
amount which generally would be billed to a commercially insured patient. The Alliance's policy 
does not require collateral or other security for patient accounts receivable. The Alliance routinely 
accepts assignment of, or is otherwise entitled to receive, patient benefits payable under health 
insurance programs, plans or policies. 
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Charity Care: The Alliance accepts all patients regardless of their ability to pay. A patient is 
classified as a charity patient by reference to certain established policies of the Alliance and various 
guidelines outlined by the Federal Government. These policies define charity as those services for 
which no payment is anticipated and, as such, charges at established rates are not included in net 
patient service revenue. Charges forgone, based on established rates, totaled $78,306 and $85,988 
during 2016 and 2015, respectively. The estimated direct and indirect cost of providing these 
services totaled $14,872 and $17,953 in 2016 and 2015, respectively. Such costs are determined 
using a ratio of cost to charges analysis with indirect cost allocated. 

In addition to the charity care services, the Alliance provides a number of other services to benefit 
the poor for which little or no payment is received. Medicare, Medicaid, TennCare and State 
indigent programs do not cover the full cost of providing care to beneficiaries of those programs. 
The Alliance also provides services to the community at large for which it receives little or no 
payment. 

Excess ofRevenue, Gains and Support Over Expenses and Losses: The Consolidated Statements of 
Operations and the Consolidated Statements of Changes in Net Assets includes the caption Excess of 
Revenue, Gains and Support Over Expenses and Losses (the Performance Indicator). Changes in 
unrestricted net assets which are excluded from the Performance Indicator, consistent with industry 
practice, include contributions of long-lived assets or amounts restricted to the purchase of long-
lived assets, certain pension and related adjustments, and transactions with noncontrolling interests. 

Income Taxes: The Alliance is classified as an organization exempt from income taxes under 
Section 501(c)(3) of the Internal Revenue Code. As such, no provision for income taxes has been 
made in the accompanying consolidated financial statements for the Alliance and its tax-exempt 
subsidiaries. The Alliance's taxable subsidiaries are discussed in Note L. The Alliance has no 
significant uncertain tax positions at June 30, 2016 and 2015. At June 30, 2016, tax returns for 2013 
through 2015 are subject to examination by the Internal Revenue Service. 

Temporarily and Permanently Restricted Net Assets: Temporarily restricted net assets are those 
whose use has been limited by donors to a specific time period or purpose. When a donor or time 
restriction expires; that is, when a stipulated time restriction ends or purpose restriction is fulfilled, 
temporarily restricted net assets are reclassified as unrestricted net assets and reported in the 
Consolidated Statements of Operations and Changes in Net Assets as net assets released from 
restrictions. The Alliance's policy is to net contribution and grant revenues against related expenses 
and present such amounts as a part of nonoperating gains (losses) in the Consolidated Statements of 
Operations. Permanently restricted net assets have been restricted by donors to be maintained by the 
Alliance in perpetuity. 
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Premium Revenue: Premium revenue includes premiums from individuals and the Centers for 
Medicare & Medicaid Services (CMS). CMS premium revenue is based on predetermined prepaid 
rates under Medicare risk contracts. Premiums are recognized in the month in which the members are 
entitled to health care services. Premiums collected in advance are deferred and recorded as unearned 
premium revenue. Premium deficiency losses are recognized when it is probable that expected future 
claim expenses will exceed future premiums on existing contracts. 

Management evaluated the need for a premium deficiency reserve and recorded an estimated reserve 
of $2,000 at June 30, 2015. No premium deficiency reserve was required at June 30, 2016 due to the 
discontinuation of the Medicare Advantage plan. Premium revenue for both 2016 and 2015 has been 
reclassified to discontinued operations. 

Medicare Shared Savings Program (MSSP): The Alliance participates in CMS' Medicare Shared 
Savings Program which is designed to facilitate coordination and cooperation among providers to 
improve the quality of care for Medicare beneficiaries and reduce unnecessary costs. Accountable 
care organizations participating in the program are assigned beneficiaries by CMS and are entitled to 
share in the savings if they are able to lower growth in Medicare Parts A and B fee-for-service costs 
while meeting performance standards on quality of care. Management recognized $5,600 and $2,857 
of shared savings in other revenue, gains and support in 2016 and 2015, respectively. 

Electronic Health Record (EHR) Incentives: The American Recovery and Reinvestment Act of 2009 
(ARRA) provides for incentive payments under the Medicare and Medicaid programs for certain 
hospitals and physician practices that demonstrate meaningful use of certified EHR technology. The 
incentive payments are calculated based upon estimated discharges, charity care and other input data 
and are recorded upon the Alliance's attainment of program and attestation criteria. The incentive 
payments are subject to regulatory audit. During the years ending June 30, 2016 and 2015, the 
Alliance recognized ERR incentive revenues of $6,552 and $1,883, respectively. EHR incentive 
revenues are included in other operating revenue in the accompanying Consolidated Statements of 
Operations. The Alliance incurs both capital expenditures and operating expenses in connection 
with the implementation of its various EHR initiatives. The amount and timing of these expenditures 
does not directly correlate with the timing of the Alliance's receipt or recognition of the EHR 
incentive payments. 

Medical Costs: The cost of health care services is recognized in the period in which services are 
provided. Medical costs include an estimate of the cost of services provided to members by third-
party providers, which have been incurred but not reported. Medical costs associated with the 
Medicare Advantage plan for 2016 and 2015 have been reclassified to discontinued operations. 

Subsequent Events: The Alliance evaluated all events or transactions that occurred after June 30, 
2016, through October 24, 2016, the date the consolidated financial statements were available to be 
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issued. During this period management did not note any material recognizable subsequent events that 
required recognition or disclosure in the June 30, 2016 consolidated fmancial statements. 

Reclassifications: Certain 2015 amounts have been reclassified to conform with the 2016 
presentation in the accompanying consolidated financial statements. 

New Accounting Pronouncements: In May 2014, the Financial Accounting Standards Board (FASB) 
issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers. 
Under ASU 2014-09, recognition of revenue occurs when a customer obtains control of promised 
goods or services in an amount that reflects the consideration which the entity expects to receive in 
exchange for those goods or services. In addition, the accounting standard requires disclosure of the 
nature, amount, timing, and uncertainty of revenue and cash flows arising from contracts with 
customers. The standard is effective for fiscal years beginning after December 15, 2017. 
Management is currently evaluating the impact of adopting the accounting standard. 

In July 2015, the FASB issued ASU No. 2015-11, Inventory (Topic 330) - Simplifying the 
Measurement of Inventory, (ASU-2015-11). ASU 2015-11 was issued as part of FASB's 
Simplification Initiative, the objective of which is to identify, evaluate and improve areas of GAAP 
for which cost and complexity can be reduced while maintaining or improving the usefulness of the 
information provided to users of financial statements. ASU 2015-11 will require inventory within its 
scope to be measured at the lower of cost and net realizable value. Net  realizable value is defined as 
the estimated selling prices in the ordinary course of business, less reasonably predictable costs of 
completion, disposal and transportation. The guidance within this ASU will be effective for fiscal 
years beginning after December 15, 2016. The Alliance does not anticipate the adoption of ASU 
2015-11 to have a significant impact on the consolidated financial statements. 

In April 2015, the FASB issued ASU No. 2015-03, Interest-Imputation of interest (Topic 835-30) -
Simplifying the Presentation of Debt Issuance Costs, (ASU-2015-03). ASU 2015-03 was issued as 
part of FASB's Simplification Initiative, the objective of which is to identify, evaluate and improve 
areas of GAAP for which cost and complexity can be reduced while maintaining or improving the 
usefulness of the information provided to users of financial statements. ASU 2015-03 will require 
that debt issuance costs related to a recognized debt liability be presented in the balance sheet as a 
direct deduction from the carrying amount of that debt liability, consistent with debt discounts. The 
recognition and measurement guidance for debt issuance costs are not affected by the amendments in 
this ASU. The guidance within this ASU will be effective for fiscal years beginning after December 
15, 2015. The Alliance does not anticipate the adoption of ASU 2015-03 to have a significant impact 
on the consolidated financial statements. 

In February 2016, the FASB issued ASU No. 2016-02, Leases, which requires balance sheet 
recognition of a liability and right-to-use asset for substantially all leases. ASU 2016-02 is effective 
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for fiscal years beginning after December 15, 2018 and requires a modified retrospective transition 
approach for leases existing at the date of adoption. Management is currently evaluating the impact 
of the adoption of this standard on the consolidated financial statements. 

In August 2016, the FASB issued ASU No. 2016-14, Not-for-Profit Entities: Presentation of 
Financial Statements ofNot-for-Profit Entities, which requires not-for profit entities to present two 
classes of net assets in the financial statements, rather than the three classes required by current 
standards. The two classes of net assets under the ASU are "net assets with donor restrictions" and 
"net assets without donor restrictions." ASU 2016-14 is effective for fiscal years beginning after 
December 15, 2017, and early adoption is permitted. Management is currently evaluating the impact 
of the adoption of this standard on the consolidated financial statements. 

NOTE C--INVESTMENTS 

Assets limited as to use are summarized by designation or restriction as follows at June 30: 

Designated or restricted: 
2016 2015 

Under safekeeping agreements $ 8,115 $ 8,221 
By Board to satisfy regulatory requirements 1,550 1,529 
Under bond indenture agreements: 

For debt service and interest payments 33,045 53,812 
For capital acquisitions 8,507 

42,710 72,069 
Less: amount required to meet current obligations (25,772) (19,598) 

$ 16,938 $ 52,471 

Assets limited as to use consist of the following at June 30: 

2016 2015 

Cash and cash equivalents $ 33,008 $ 49,665 
U.S. Government and agency securities 7,943 19,757 
Corporate and foreign bonds 860 
Municipal obligations 1,759 1,787 

$ 42,710 $ 72,069 
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Held-to-maturity securities (other than assets limited as to use) are carried at amortized cost and 
consist of the following at June 30: 

2016 2015 

Cash and cash equivalents $ 3,600 $ 2,781 
Corporate and foreign bonds 27,194 30,967 
Municipal obligations 5,706 5,765 

$ 36,500 $ 39,513 

Held-to-maturity securities had gross unrealized gains and losses of $736 and $48, respectively, at 
June 30, 2016 and $98 and $425, respectively, at June 30, 2015. At June 30, 2016, the Alliance held 
securities within the held-to-maturity portfolio with a fair value and gross unrealized loss of $3,770 
and $41, respectively, which had been at an unrealized loss position for over one year. At June 30, 
2015, the Alliance held securities within the held-to-maturity portfolio with a fair value and gross 
unrealized loss of $12,710 and $359, respectively, which had been at an unrealized loss position for 
over one year. At June 30, 2016, the contractual maturities of held-to-maturity securities were 
$12,665 due in one year or less, $12,075 due from one to five years and $11,760 due after five years. 

Trading securities consist of the following at June 30: 

2016 2015 

Cash and cash equivalents $ 14,376 $ 20,789 
U.S. Government and agency securities 61,100 76,167 
Corporate and foreign bonds 71,915 95,726 
Municipal obligations 11,517 23,330 
U.S. equity securities 11,618 5,419 
Mutual funds 307,007 293,983 
Alternative investments 94,852 87,144 

$ 572,385 $ 602,558 

The Alliance is a member of Premier Inc.'s (Premier) group purchasing organization and holds Class 
B Units which are convertible into cash or Class A common stock over a seven year vesting period. 
The Alliance records an investment relative to the estimated fair value of its Class B units, $10,298 
and $14,724 at June 30, 2016 and 2015, respectively. In addition, as the vesting period is tangential 
to the Alliance's continued participation in the group purchasing contract, the Alliance recorded a 
liability equivalent to the estimated fair value of the Class B units, which is included within other 
long-term liabilities in the Consolidated Balance Sheets. The liability is being amortized as a vendor 
incentive over the vesting period. During 2016 and 2015, the Alliance recognized $3,377 and 
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$4,045, respectively, related to the vendor incentive which is included within other revenue, gains 
and support in the Consolidated Statements of Operations. 

NOTE D--DERIVATIVE TRANSACTIONS 

The Alliance is subject to an enforceable master netting arrangement in the form of an ISDA 
agreement with Bank of America, Merrill Lynch (BofAML). The ISDA agreement requires that the 
Alliance post additional collateral for the derivatives' fair market value deficits above specified 
levels. As of June 30, 2016 and 2015, the Alliance was not required to post additional collateral. 
Under the terms of this agreement, offsetting of derivative contracts is permitted in the event of 
default of either party to the agreement. 

The following is a summary of the interest rate swap agreements at June 30, 2016 and 2015: 

Notional 
Amount Termination Counterparty 

Current Payments: 
Receive Pay 

Estimated Fair Value 
2016 2015 

$170,000 4/2026 BofAML 71.10% 5 year USD- USD-SIFMA 2,698 $ 5,205 
LIBOR 

$95,000 4/2026 BofAML 71.18% 5 year USD- USD-STFMA 1,519 2,929 
LIBOR 

$173,030 4/2034 BofAML 72.35% 5 year USD- USD-SIFMA 232 884 
LIBOR 

$82,055 7/2033 BofAML 67% USD-LIBOR- 0.312% + (7,106) (8,253) 
BBA USD-SIFMA 

$50,000 7/2038 BofAMI, 67% (USD-LIBOR-
BBA + 0.15%) 

USD-SIFMA (2,130) (3,351) 

$18,300 7/2018 BofAML 4.50% 0.75% + 27 48 
USD-SIFMA 

$118,870 6/2019 BofAML 3.80% 70% USD-LIBOR- 277 
BBA + 0.70% 

$0 7/2015 First Tennessee 0.00% USD-LIBOR-BBA (3) 
Bank 

$ (4,483) $ (2,541) 

The Alliance recognized net settlement income on the interest rate swap agreements of $5,605 and 
$6,204 in June 30, 2016 and 2015, respectively. 

NOTE E--PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment consist of the following at June 30: 
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2016 2015 

Land 61,043 $ 60,337 
Buildings and leasehold improvements 790,178 766,089 
Property and improvements held for leasing 84,252 83,582 
Equipment and information technology infrastructure 757,216 733,315 
Buildings and equipment held under capital lease 249 249 

1,692,938 1,643,572 

Less: Allowances for depreciation and amortization (880,657) (815,105) 

812,281 828,467 
Construction in progress 18,572 18,622 

$ 830,853 $ 847,089 

Accumulated depreciation and amortization on property and improvements held for leasing purposes 
is $31,871 and $29,520 at June 30, 2016 and 2015, respectively. Net  interest capitalized was $330 
and $925 for the years ended June 30, 2016 and 2015, respectively. 

NOTE F--LONG-TERM DEBT AND OTHER FINANCING ARRANGEMENTS 

Long-term debt and capital lease obligations consist of the following at June 30: 

Description 
Rate as of 

June 30, 2016 
Outstanding Balance 
2016 2015 

2016 Hospital Refunding Revenue Bond 
$118,870 fixed rate tax exempt term bond, due July 2036 3.80% $ 118,870 $ 

2013 Hospital Revenue and Refunding Revenue Bonds: 
$61,180 variable rate tax-exempt term bond, due August 2031 1.34% $ 327,065 $ 327,785 
$47,500 variable rate tax-exempt term bond, due August 2032 1.10% 
$13,350 variable rate tax-exempt term bond, due August 2038 1.34% 
$89,120 variable rate tax-exempt term bonds, due August 2042 1.30% 1.41% 
$16,235 variable rate tax-exempt term bond, due August 2043 0.41% 
$99,680 variable rate taxable term bond due August 2043 0.45% 

2012 Hospital Revenue Bonds: 
(net of unamortized premium of $1,635 and $1,696 at June 30, 
2016 and 2015, respectively) 
$55,000 fixed rate tax-exempt term bond, due August 2042 5.00% 56,635 56,696 

2011 Hospital Revenue and Refunding and Improvement Bonds: 
$72,285 variable rate tax-exempt term bonds, due July 2033 0.42% 90,690 94,320 
$18,405 variable rate tax-exempt term bond, due July 2033 1.34% 
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Description 
Rate as of 

June 30, 2016 
Outstanding Balance 

2016 2015 

2010 Hospital Revenue Refunding Bonds: 
(net of unamortized premium of $1,359 and $1,441 at June 30, 

2016 and 2015, respectively) 

$26,045 fixed rate tax-exempt serial bonds, through 2020 4.00% to 5.00% 165,274 173,271 
$4,355 fixed rate tax-exempt term bond, due July 2023 5.00% 
$14,985 fixed rate tax-exempt term bond, due July 2025 5.38% 
$4,250 fixed rate tax-exempt term bond, due July 2028 5.50% 
$19,230 fixed rate tax-exempt term bond, due July 2030 5.63% 
$95,050 fixed rate tax-exempt term bonds, due July 2038 6.00% - 6.50% 

2009 Hospital Revenue Bonds: 
(net of unamortized discount of $2,084 and $2,176 at June 30, 

2016 and 2015, respectively) 

$10,665 fixed rate tax-exempt term bonds, due July 2019 7.25% 114,616 117,264 
$22,830 fixed rate tax-exempt term bonds, due July 2029 7.50% 
$83,205 fixed rate tax-exempt term bonds, due July 2038 7.75% - 8.00% 

2007B Taxable Hospital Revenue Bonds: 
$12,140 variable rate taxable term bond due July 2019 0.43% 12,140 15,920 

2006 Hospital First Mortgage Revenue Bonds: 
(net of unamortized premium $128,761 at June 30, 2015) 

Defeased with the issuance of the 2016 Hospital Revenue Refunding Bond N/A 167,143 

2001 Hospital First Mortgage Revenue Bond: 
$18,300 fixed rate tax-exempt term bond, due July 2026 4.50% 18,300 19,400 

2000 Hospital First Mortgage Revenue and Refunding Bonds: 
$39,835 fixed rate tax-exempt term bond, due July 2026 8.50% 82,073 81,538 
$42,238 fixed rate tax-exempt Capital Appreciation Bond, interest 

and principal due July 2026 through 2030 
6.63% 

Capitalized lease obligations secured by equipment 
Various monthly principal and interest payments through December 2022 Various 167 350 

Promissory notes secured by assets of certain subsidiaries 
Various monthly principal and interest payments through 2019 Various 1,440 1,705 

Term note 
Note repaid during 2016 N/A 16,160 

Notes payable secured by equipment 
Note repaid during 2016 N/A 395 

987,270 1,071,947 
Less current portion (23,391) (40,286) 

$ 963,879 $ 1,031,661 

Series 2016 Bonds: In June 2016, the Alliance issued $118,870 (Series 2016A) Hospital Revenue 
Refunding Bonds through the Health and Educational Facilities Board of the City of Johnson City, 
Tennessee. The proceeds from the 2016A Bonds were used to pay issuance costs and refinance 
outstanding indebtedness, specifically related to the series 2006A Bonds. 

Capital Appreciation Bonds: The Series 2000 Bonds include $14,680 of insured Capital 
Appreciation Bonds. Such bonds bear a 0% coupon rate and have a yield of 6.625% annually. The 
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Alliance recognizes interest expense and increases the amount of outstanding debt each year based 
upon this yield. Total principal and interest due at maturity (2026 through 2030) is $93,675. 

Other: Outstanding tax-exempt bond obligations that were insured under municipal bond insurance 
policies were $82,073 and $81,538 at June 30, 2016 and 2015, respectively. Under terms of these 
policies, the insurer guarantees the Alliance's payment of principal and interest. At June 30, 2016 
and 2015, the Alliance held $200,340 and $206,630, respectively, in variable rate demand bonds 
with letter of credit support and $229,555 and $231,395, respectively, in variable rate bonds held 
under direct purchase agreements. 

Early Redemption: Essentially all of the Alliance's bonds are subject to redemption prior to 
maturity, including optional, mandatory sinking fund and extraordinary redemption, at various dates 
and prices as described in the respective Bond indentures and other documents. 

Derecognized Bonds: In previous years, the Alliance advance refunded debt by placing required 
funds in irrevocable trusts in order to satisfy remaining scheduled principal and interest payments of 
the outstanding debt. Management, upon advice of legal counsel, believes the amounts deposited in 
such irrevocable trust accounts have contractually relieved the Alliance of any future obligations 
with respect to this debt. Debt outstanding and not recognized in the Consolidated Balance Sheet at 
June 30, 2016 due to previous advance refundings totaled $308,540. 

The assets placed in the irrevocable trust accounts are also not recognized as assets of the Alliance. 
These assets consist primarily of various investments, as permitted by bond indentures and other 
documents, including United States Treasury obligations, an investment contract with MBIA 
Insurance Corporation (MBIA) in the original amount of $54,300, as well as the Series 2000C and 
2000D Bonds which were purchased with the proceeds of the 2000A and 2000B Bonds specifically 
for the purpose of utilizing the Series 2000C and 2000D Bonds in the irrevocable trust. Therefore, 
certain of the assets held in the irrevocable trust accounts have future income streams contingent 
upon payments by the Alliance. 

Financing Arrangements: The Alliance granted a deed of trust on Johnson City Medical Center and 
Sycamore Shoals Hospital to secure the payment of the outstanding bond indebtedness. The bonds 
are also secured by the Alliance's receivables, inventories and other assets as well as certain funds 
held under the documents pursuant to which the bonds were issued. The Johnston Memorial 
Hospital, Inc. and Subsidiaries (JMH) Series 2011 Hospital Refunding and Improvement Revenue 
Bonds are secured by pledged revenues of JMH, as defined in the Credit Agreement. 

Certain members of the Alliance and JMH are each members of separate Obligated Groups. The 
bond indentures, master trust indentures, letter of credit agreements and loan agreements related to 
the various bond issues and notes payable contain covenants with which the respective Obligated 
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Groups must comply. These requirements include maintenance of certain financial and liquidity 
ratios, deposits to trustee funds, permitted indebtedness, use of facilities and disposals of property. 
These covenants also require that failure to meet certain debt service coverage tests will require the 
deposit of all daily cash receipts of the Alliance into a trust fund. Management has represented the 
Alliance and JMH are in compliance with all such covenants at June 30, 2016. 

The scheduled maturities and mandatory sinking fund payments of the long-term debt and capital 
lease obligations (excluding interest), exclusive of net unamortized original issue discount and 
premium, at June 30, 2016 are as follows: 

Year Ending June 30,  

2017 $ 23,391 
2018 24,638 
2019 26,356 
2020 26,810 
2021 28,069 

Thereafter 857,096 

Net premium 
986,360 

910 

  

$ 987,270 

NOTE G--SELF-INSURANCE PROGRAMS 

The Alliance is substantially self-insured for professional and general liability claims and related 
expenses. The Alliance maintains a $25,000 umbrella liability policy that attaches over the self-
insurance limits of $10,000 per claim and a $15,000 annual aggregate retention. The Alliance's 
insurance program also provides professional liability coverage for certain affiliates and joint 
ventures. 

The Alliance is also substantially self-insured for workers' compensation claims in the State of 
Tennessee and has established estimated liabilities for both reported and unreported claims. The 
Alliance maintains a stop-loss policy that attaches over the self-insurance limits of $1,000 per 
occurrence. In the State of Virginia, the Alliance is not self-insured and maintains workers' 
compensation insurance through commercial carriers. 

At June 30, 2016, the Alliance is involved in litigation relating to medical malpractice and workers' 
compensation and other claims arising in the ordinary course of business. There are also known 
incidents occurring through June 30, 2016 that may result in the assertion of additional claims, and 
other unreported claims maybe asserted arising from services provided in the past. Management has 
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estimated and accrued for the cost of these unreported claims based on historical data and actuarial 
projections. The estimated net present value of malpractice and workers' compensation claims, both 
reported and unreported, as of June 30, 2016 and 2015 was $10,987 and $12,616, respectively. The 
discount rate utilized was 5% at June 30, 2016 and 2015. 

Additionally, the Alliance is self-insured for employee health claims and recognizes expense each 
year based upon actual claims paid and an estimate of claims incurred but not yet paid. Such amount 
is included in accounts payable and accrued expenses in the Consolidated Balance Sheets. 

NOTE H--NET PATIENT SERVICE REVENUE 

Patient service revenue, net of contractual allowances and discounts, is composed of the following 
for the years ended June 30: 

2016 2015 

Third-party payers 988,192 $ 979,406 
Patients 171,244 151,089 

Patient service revenue $ 1,159,436 $ 1,130,495 

Patient deductibles and copayments under third-party payment programs are included within the 
patients' amount above. 

The Alliance also provides services to uninsured and underinsured patients that do not qualify for 
financial assistance. Based on historical experience, a significant portion of uninsured and 
underinsured patients are unable or unwilling to pay the portion of their bill for which they are 
financially responsible, and a significant provision for bad debts is recorded in the period the services 
are provided. 

The Alliance's allowance for doubtful accounts totaled $72,531 and $73,805 at June 30, 2016 and 
2015, respectively. The allowance for doubtful accounts increased from 31% of patient accounts 
receivable, net of contractual allowances in 2015 to 32% of patient accounts receivable, net of 
contractual allowances in 2016. Management's estimate of the allowance for doubtful accounts is an 
estimate subject to change in the near term. The provision for bad debts associated with the 
Alliance's ancillary service lines are not significant. 

NOTE I--THIRD-PARTY REIMBURSEMENT 

The Alliance renders services to patients under contractual arrangements with Medicare, Medicaid, 
TennCare and various other commercial payers. The Medicare program pays for inpatient services 
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on a prospective basis. Payments are based upon diagnosis related group assignments, which are 
determined by the patient's clinical diagnosis and medical procedures utilized. The Alliance also 
receives additional payments from Medicare based on the provision of services to a disproportionate 
share of Medicaid and other low income patients. Most Medicare outpatient services are reimbursed 
on a prospectively determined payment methodology. The Medicare program also reimburses 
certain other services on the basis of reasonable cost, subject to various prescribed limitations and 
reductions. 

Reimbursement under the State of Tennessee's Medicaid waiver program (TennCare) for inpatient 
and outpatient services is administered by various managed care organizations (MCOs) and is based 
on diagnosis related group assignments, a negotiated per diem or fee schedule basis. The Alliance 
also receives additional supplemental payments from the State of Tennessee and Medicaid. These 
payments recognized totaled $9,282 and $10,386 for the years ended June 30, 2016 and 2015, 
respectively. 

The Virginia Medicaid program reimbursement for inpatient hospital services is based on a 
prospective payment system using both a per case and per diem methodology. Additional payments 
are made for the allowable costs of capital. Payments for outpatient services are also based on a 
prospective payment system, using the Enhanced Ambulatory Patient Group (EAPG) methodology. 

Amounts earned under the contractual agreements with the Medicare and Medicaid programs are 
subject to review and final determination by fiscal intermediaries and other appropriate governmental 
authorities or their agents. Retroactive adjustments are accrued on an estimated basis in the period 
the related services are rendered and adjusted in future periods as final settlements are determined. 
The impact of final settlements of cost reports or changes in estimates increased net patient service 
revenue by $2,292 and $3,076 in 2016 and 2015, respectively. 

Activity with respect to audits and reviews of the governmental programs in the healthcare industry 
has increased and is expected to increase in the future. No additional specific reserves or allowances 
have been established with regard to these increased audits and reviews as management is not able to 
estimate such amounts, if any. Management believes that any adjustments from these increased 
audits and reviews will not have a material adverse impact on the consolidated financial statements. 

However, due to uncertainties in the estimation, it is at least reasonably possible that management's 
estimate will change in 2017, although the amount of any change cannot be estimated. 

Participation in the Medicare program subjects the Alliance to significant rules and regulations; 
failure to adhere to such could result in fines, penalties or expulsion from the program. Management 
believes that adequate provision has been made for any adjustments, fines or penalties which may 
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result from final settlements or violations of other rules or regulations. Management has represented 
that the Alliance is in substantial compliance with these rules and regulations as of June 30, 2016. 

The Alliance has also entered into payment agreements with certain commercial insurance carriers, 
health maintenance organizations, preferred provider organizations and employer groups. The basis 
for payment under these agreements includes prospectively determined rates per discharge, discounts 
from established charges and prospectively determined daily rates. 

NOTE J--EMPLOYEE BENEFIT PLANS 

The Alliance sponsors a defined contribution retirement plan (the Plan) which covers substantially 
all employees. The Alliance makes contributions to the Plan under a stratified system, whereby the 
Alliance's contribution percentage is based on each employee's years of service. Employees of 
certain other subsidiaries are covered by other plans, although such plans are not significant. The 
total expense related to defined contribution plans for the years ended June 30, 2016 and 2015 was 
$15,915 and $15,601, respectively. 

NCH maintains a frozen defined benefit pension plan and a frozen post-retirement employee benefit 
plan. The accrued unfunded pension liability was $3,835 and $1,806, and the accrued unfunded 
post-retirement liability was $7,451 and $6,307 at June 30, 2016 and 2015, respectively. 

The Alliance sponsors a secured executive benefit program (SEBP) for certain key executives. 
Contributions to the plan by the Alliance are based on an annual amount of funding necessary to 
produce a target benefit for the participants at their retirement dates, although the Alliance does not 
guarantee any level of benefit will be achieved. The Alliance contributed $508 and $1,727 to the 
plan during 2016 and 2015, respectively. Other assets at June 30, 2016 and 2015 include $13,567 
and $13,030, respectively, related to the Alliance's portion of the benefits which are recoverable 
upon the death of the participant. In addition, the Alliance sponsors a Section 457(f) plan for certain 
key executives. Contributions to the Section 457(f) plan during 2016 and 2015 were not significant. 

NOTE K--CONCENTRATION OF RISK 

The Alliance has locations primarily in upper East Tennessee and Southwest Virginia, a geographic 
concentration. The Alliance grants credit without collateral to its patients, most of whom are local 
residents and are insured under third-party payer agreements. Net  patient service revenue from 
Washington County, Tennessee acute-care operations was approximately 51% and 52% of total net 
patient service revenue in 2016 and 2015, respectively. 
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The mix of receivables from patients and third-party payers based on charges at established rates is 
as follows as of June 30. The patient responsibility related to charges for which the third-party has 
not yet paid is included within the third-party payer categories. 

2016 2015 

Medicare 42% 41% 
Tenncare/Medicaid 15% 15% 
Commercial 24% 26% 
Other third-party payers 10% 8% 
Patients 9% 10% 

100% 100% 

Approximately 95% and 94% of the consolidated total revenue, gains and support were related to the 
provision of healthcare services during 2016 and 2015, respectively. Admitting physicians are 
primarily practitioners in the regional area. 

The Hospital maintains bank accounts at various financial institutions covered by the Federal 
Deposit Insurance Corporation (FDIC). At times throughout the year, the Alliance may maintain 
bank account balances in excess of the FDIC insured limit. Management believes the credit risk 
associated with these deposits is not significant. 

The Alliance routinely invests in investment vehicles as listed in Note C. The Alliance's investment 
portfolio is managed by outside investment management companies. Investments in corporate and 
foreign bonds, municipal obligations, money market funds, equities and other vehicles that are held 
by safekeeping agents are not insured or guaranteed by the U.S. government. 

NOTE L--INCOME TAXES 

BRMM and its subsidiaries file a consolidated federal tax return and separate state tax returns. As of 
June 30, 2016 and 2015, BRMM and its subsidiaries had net operating loss carryforwards for 
consolidated federal purposes of $31,890 and $30,700, respectively, related to operating loss 
carryforwards, which expire through 2034. At June 30, 2016 and 2015, BRMM had state net 
operating loss carryforwards of $70,852 and $75,619, respectively, which expire through 2030. The 
net operating loss carryforwards may be offset against future taxable income to the extent permitted 
by the Internal Revenue Code and Tennessee Code Annotated. 

Net deferred tax assets related to these carryforwards and other deferred tax assets have been 
substantially offset through valuation allowances equal to these amounts. Income taxes paid relate 
primarily to state taxes for certain subsidiaries and federal alternative minimum tax. 
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NOTE M--OTHER COMMITMENTS AND CONTINGENCIES 

Construction in Progress: Construction in progress at June 30, 2016 represents costs incurred 
related to various hospital and medical office building facility renovations and additions and 
information technology infrastructure. The Alliance has outstanding contracts and other 
commitments related to the completion of these projects, and the cost to complete these projects is 
estimated to be $9,705 at June 30, 2016. The Alliance does not expect any significant costs to be 
incurred for infrastructure improvements to assets held for resale. 

Employee Scholarships: In previous years, the Alliance offered scholarships to certain individuals 
which required that the recipients return to the Alliance to work for a specified period of time after 
they completed their degree. Amounts due are then forgiven over a specific period of time as 
provided in the individual contracts. If the recipient does not return and work the required period of 
time, the funds disbursed on their behalf become due immediately, and interest is charged until the 
funds are repaid. Other receivables at June 30, 2016 and 2015 include $5,088 and $7,095, 
respectively, related to students in school, graduates working at the Alliance and amounts due from 
others who are no longer in the scholarship program, net of an estimated allowance. 

Operating Leases and Maintenance Contracts: Total lease expense for the years ended June 30, 2016 
and 2015 was $6,983 and $7,414, respectively. Future minimum lease payments for each of the next 
five years and in the aggregate for the Alliance's noncancellable operating leases with remaining 
lease terms in excess of one year are as follows: 

Year Ending June 30, 

2017 7,067 
2018 5,423 
2019 4,624 
2020 3,681 
2021 3,124 

Thereafter 11,124 

35,043 

NOTE N--FAIR VALUE MEASUREMENT 

The fair value of financial instruments has been estimated by the Alliance using available market 
information as of June 30, 2016 and 2015, and valuation methodologies considered appropriate. The 
estimates presented are not necessarily indicative of amounts the Alliance could realize in a current 
market exchange. The carrying value of substantially all financial instruments approximates fair 
value due to the nature or term of the instruments, except as described below. 
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Held-to-Maturity Securities: The estimated fair value of the Alliance's held-to-maturity securities at 
June 30, 2016 and 2015, is $37,188 and $39,186, respectively, and would be classified in Level 2 of 
the fair value hierarchy (described below). The fair value is based on prices provided by the 
Alliance's investment managers and its custodian bank, which use a variety of pricing sources to 
determine market valuations. 

Investment in Joint Ventures: It is not practical to estimate the fair market value of the investments 
in joint ventures. 

Estimated Professional Liability Self-Insurance and Other Long-Term Liabilities: Estimates of 
reported and unreported professional liability claims, pension and post-retirement liabilities are 
discounted to approximate their estimated fair value. It is not practical to estimate the fair market 
value of other long-term liabilities. 

Long-Term Debt: The estimated fair value of the Alliance's long-term debt at June 30, 2016 and 
2015, is $1,062,091 and $1,130,580, respectively, and would be classified in Level 2 in the fair value 
hierarchy. The fair value of long-term debt is estimated based upon quotes obtained from brokers for 
bonds and discounted future cash flows using current market rates for other debt. For long-term debt 
with variable interest rates, the carrying value approximates fair value. 

FASB Accounting Standards Codification 820 establishes a three-level valuation hierarchy for 
disclosure of fair value measurements. The valuation hierarchy is based upon the transparency of 
inputs to the valuation of an asset or liability as of the measurement date. The three levels are 
defined as follows: 

• Level 1: Inputs based on quoted market prices for identical assets or liabilities in active 
markets at the measurement date. 

• Level 2: Observable inputs other than quoted prices included in Level 1, such as quoted 
prices for similar assets and liabilities in active markets; quoted prices for identical or similar 
assets and liabilities in markets that are not active; or other inputs that are observable or can 
be corroborated by observable market data. The Alliance's Level 2 investments are valued 
primarily using the market valuation approach. 

• Level 3: Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities. Level 3 includes values determined 
using pricing models, discounted cash flow methodologies, or similar techniques reflecting 
the Alliance's own assumptions. 
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In instances where the determination of the fair value hierarchy measurement is based on inputs from 
different levels of the fair value hierarchy, the level in the fair value hierarchy within which the entire 
fair value measurement falls is based on the lowest level input that is significant to the fair value 
measurement in its entirety. The Alliance's assessment of the significance of a particular input to the 
fair value measurement in its entirety requires judgment and considers factors specific to the asset or 
liability. 

The following table sets forth, by level within the fair value hierarchy, the financial instruments 
measured at fair value as of June 30, 2016 and 2015: 

June 30, 2016 

Total Level 1 Level 2 Level 3 

Cash and cash equivalents $ 47,317 $ 47,317 $ - $ - 
U.S. Government and agency securities 61,202 61,202 - - 
Corporate and foreign bonds 71,915 - 71,915 - 
Municipal obligations 11,503 11,503 
U.S. equity securities 11,618 11,618 - 
Mutual funds 307,007 179,045 127,962 - 
Alternative investments 94,852 - 84,554 10,298 

Total assets $ 605,414 $ 299,182 $ 295,934 $ 10,298 

Derivative agreements $ (4,483) $ - $ - $ (4,483) 

June 30, 2015 
Cash and cash equivalents $ 70,439 $ 70,439 $ $ - 
U.S. Government and agency securities 88,083 88,083 - - 
Corporate and foreign bonds 96,586 - 96,586 - 
Municipal obligations 23,329 - 23,329 - 
U.S. equity securities 5,419 5,419 - - 
Mutual funds 293,983 212,323 81,660 - 
Alternative investments 87,144 72,420 14,724 

Total assets $ 664,983 $ 376,264 $ 273,995 $ 14,724 

Derivative agreements $ (2,541) $ - $ - $ (2,541) 

Fair values for the Alliance's fixed maturity securities are based on prices provided by the Alliance's 
investment managers and its custodian bank, which use a variety of pricing sources to determine 
market valuations. Fair values of equity securities have been determined by the Alliance from market 
quotations. 

Alternative Investments: The Alliance generally uses net asset value per unit as provided by external 
investment managers without further adjustment as the practical expedient estimate of the fair value 
of its alternative investment in a real estate fund. Accordingly, such values may differ from values 
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that would have been used had an active market for the investments existed. The real estate fund 
invests primarily in U.S. commercial real estate. The Alliance may request redemption of all or a 
portion of its interests as of the end of a calendar quarter by delivering written notice to the fund 
managers at least 60 days prior to the end of the quarter. Such redemptions are subject to the capital 
requirements of the fund manager. 

The Alliance's investment in Premier Class B units does not have a readily determinable fair value 
and has been reported at estimated fair market value. The significant unobservable inputs primarily 
relate to management's estimate of the discount for lack of marketability of 12%. Accordingly, such 
value may differ from values that would have been used had an active market for the investment 
existed and as such it has been classified in Level 3 of the fair value hierarchy. 

Derivative Agreements: The valuation of the Alliance's derivative agreements is determined using 
market valuation techniques, including discounted cash flow analysis on the expected cash flows of 
each agreement. This analysis reflects the contractual terms of the agreement, including the period to 
maturity, and uses certain observable market-based inputs. The fair values of interest rate agreements 
are determined by netting the discounted future fixed cash payments (or receipts) and the discounted 
expected variable cash receipts (or payments). The variable cash receipts (or payments) are based on 
the expectation of future interest rates and the underlying notional amount. The Alliance also 
incorporates credit valuation adjustments (CVAs) to appropriately reflect both its own 
nonperformance or credit risk and the respective counterparty's nonperformance or credit risk in the 
fair value measurements. The CVA on the Alliance's interest rate swap agreements at June 30, 2016 
and 2015 resulted in a decrease in the fair value of the related liability of $231 and $713, 
respectively. 

A certain portion of the inputs used to value its interest rate swap agreements, including the forward 
interest rate curves and market perceptions of the Alliance's credit risk used in the CVAs, are 
unobservable inputs available to a market participant. As a result, the Alliance has determined that 
the interest rate swap valuations are classified in Level 3 of the fair value hierarchy. Due to the 
nature of these financial instruments, such estimates of fair value are subject to significant change in 
the near term. 

The following tables provide a summary of changes in the fair value of the Alliance's Level 3 
financial assets and liabilities during the fiscal years ended June 30, 2016 and 2015: 
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Alternative 
Investment 

Derivatives, 
Net 

July 1, 2014 $ 14,713 $ (10,603) 
Total unrealized/realized gains 6,978 7,718 
Net investment income - 344 
Settlements (6,967) 

June 30, 2015 14,724 (2,541) 

Total unrealized/realized losses (1,049) (2,287) 
Net investment income 345 
Settlements (3,377) - 

June 30, 2016 $ 10,298 $ (4,483) 

NOTE 0—OPERATING EXPENSES BY FUNCTIONAL CLASSIFICATION 

The Alliance does not present expense information by functional classification because its resources 
and activities are primarily related to providing healthcare services. Further, since the Alliance 
receives substantially all of its resources from providing healthcare services in a manner similar to 
business enterprises, other indicators contained in these consolidated financial statements are 
considered important in evaluating how well management has discharged their stewardship 
responsibilities. 

NOTE P--DISCONTINUED OPERATIONS 

Effective June 1, 2016, CHIC mutually terminated its Medicare Advantage contract with the U.S. 
Centers for Medicare and Medicaid Services. CHIC, a for-profit entity subsidiary of ISHN, offered 
4-star rated Medicare Advantage coverage to the Medicare eligible population in an eight county 
region of Northeast Tennessee served by the Alliance. CHIC also discontinued acting as the third-
party health insurance administrator for Mountain States employees effective June 30, 2016. 
Employees of the Alliance transitioned to an outside third-party administrator effective July 1, 2016. 
The Alliance made the decision to cease CHIC operations in order to refocus on achieving the 
Alliance's core mission of delivering high value patient care at a lower cost including focusing on 
measurable quality, outstanding patient experience, and excellent outcomes for patients. Other ISHN 
functions, including the Anewcare ACO, remain operational. The ceased operations of CHIC 
represented a disposal of a component entity. As such, the operating results of CHIC have been 
reported as discontinued operations in the Consolidated Statements of Operations for the periods 
presented. All assets and liabilities associated with CHIC have been retained by the Alliance, thus 
classification as discontinued operations on the Consolidated Balance Sheets is not considered 
necessary. 
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The loss from discontinued operations is comprised of the following for the years ending June 30: 

2016 2015 
Net revenue $ 44,027 $ 32,184 
Expenses (50,519) (40,512) 

Loss from discontinued operations $ (6,492) $ (8,328) 

All cash activities prior to discontinuing operations were for operating activities in 2016 and 2015. 
Medical claims will continue to be paid for the discontinued Medicare Advantage plan in 2017. 
Significant cash outflows after 2017 are not anticipated. While these paid claims will impact cash, 
the claims have been reserved and are not expected to have a material impact to the Consolidated 
Statement of Operations in 2017. 
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June 30, 2016 

Smyth County 
Community 

Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 3,103 $ 8,478 
Patient accounts receivable, less estimated allowances 

for uncollectible accounts 6,561 10,691 
Other receivables, net 321 1,282 
Inventories and prepaid expenses 1,081 1,917 
Receivables from affiliates, net 198 
Estimated amounts due from third-party payers, net 13 

TOTAL CURRENT ASSETS 11,277 22,368 
INVESTMENTS, less amounts required 

to meet current obligations 25,043 26,108 
PROPERTY, PLANT AND EQUIPMENT, net 64,033 51,792 
OTHER ASSETS 

Net deferred financing, acquisition costs and 
other charges 127 202 

Other assets 729 
TOTAL OTHER ASSETS 856 202 

$ 101,209 $ 100,470 

See Independent Auditor's Report. 34 
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Smyth County 
Community 

Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

LIABILITIES AND NET ASSETS 
CURRENT LIABILITIES 

Accrued interest payable $ 13 $ 16 
Current portion of long-term debt and capital lease 

obligations 154 126 
Accounts payable and accrued expenses 2,400 3,999 
Accrued salaries, compensated absences and amounts 

withheld 1,851 4,382 
Payables to affiliates, net 80 
Estimated amounts due to third-party payers, net 322 

TOTAL CURRENT LIABILITIES 4,418 8,925 
OTHER LIABILITIES 

Long-term debt and capital lease obligations, less 
current portion 15,679 20,859 

Estimated professional liability self-insurance 380 550 
Other long-term liabilities 818 11,377 

TOTAL LIABILITIES 21,295 41,711 
NET ASSETS 

Unrestricted net assets 79,905 58,619 
Temporarily restricted net assets 9 140 

TOTAL NET ASSETS 79,914 58,759 
$ 101,209 $ 100,470 
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Year Ended June 30, 2016 
Smyth County 

Community 
Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

UNRESTRICTED NET ASSETS: 
Revenue, gains and support: 

Patient service revenue, net of contractual allowances 
and discounts $ 49,796 $ 81,121 

Provision for bad debts (5,294) (11,069) 

Net patient service revenue 44,502 70,052 
Other operating revenue 1,921 2,960 

TOTAL REVENUE, GAINS AND SUPPORT 46,423 73,012 

Expenses 
Salaries and wages 17,609 24,954 
Physician salaries and wages 269 7,415 
Contract labor 228 1,620 
Employee benefits 4,475 8,693 
Fees 9,466 8,742 
Supplies 5,555 6,891 
Utilities 971 1,235 
Other 5,768 7,910 
Depreciation 4,344 4,656 
Amortization 13 8 
Interest and taxes 180 266 

TOTAL EXPENSES AND LOSSES 48,878 72,390 

OPERATING INCOME (LOSS) (2,455) 622 

Nonoperating gains (losses): 

Interest and dividend income 487 548 

Net realized gains on the sale of securities 328 239 

Change in net unrealized gains on securities (882) (725) 

Other nonoperating gains 423 80 

NONOPERATING GAINS 356 142 

EXCESS (DEFICIT) OF REVENUE, GAINS AND 
SUPPORT OVER EXPENSES AND LOSSES (2,099) 764 
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Year Ended June 30, 2016 

Smyth County 
Community 

Hospital and 
Subsidiary 

Norton 
Community 

Hospital and 
Subsidiaries 

Pension and postretirement liability adjustments 
Net Asset Transfer 

DECREASE IN 
UNRESTRICTED NET ASSETS 

(110) 
(2,879) 

(2,209) (2,115) 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 8 153 
Net assets released from restrictions (8) (149) 

INCREASE IN TEMPORARILY 
RESTRICTED NET ASSETS 4 

DECREASE IN 
TOTAL NET ASSETS (2,209) (2,111) 

NET ASSETS, BEGINNING OF YEAR 82,123 60,870 

NET ASSETS, END OF YEAR 79,914 $ 58,759 

See Independent Auditor's Report. 37 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Balance Sheet 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

June 30, 2016 

Obligated 
Group 

Other 
Entities Eliminations Total 

ASSETS 

CURRENT ASSETS 
Cash and cash equivalents $ 57,455 $ 32,296 $ - $ 89,751 
Current portion of investments 25,772 25,772 
Patient accounts receivable, less estimated 

allowance for uncollectible accounts 128,525 26,477 - 155,002 
Other receivables, net 21,300 20,195 (6,433) 35,062 
Inventories and prepaid expenses 26,597 8,301 - 34,898 

TOTAL CURRENT ASSETS 259,649 87,269 (6,433) 340,485 

INVESTMENTS, less amounts required 
to meet current obligations 387,199 238,624 - 625,823 

EQUITY IN AFFILIATES 353,116 - (353,116) 

PROPERTY, PLANT AND EQUIPMENT, net 602,235 228,618 830,853 

OTHER ASSETS 

Goodwill 152,600 3,965 156,565 

Net deferred financing, acquisition costs 
and other charges 20,584 1,440 - 22,024 

Other assets 47,413 7,984 - 55,397 

TOTAL OTHER ASSETS 220,597 13,389 233,986 

$ 1,822,796 $ 567,900 $ (359,549) $ 2,031,147 

See Independent Auditor's Report and Note to Supplemental Information. 38 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Balance Sheet - Continued 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

June 30, 2016 

Obligated 
Group 

Other 
Entities Eliminations Total 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accrued interest payable $ 13,566 $ 20 $ - $ 13,586 
Current portion of long-term debt and capital 

lease obligations 22,005 7,819 (6,433) 23,391 
Accounts payable and accrued expenses 76,193 19,007 - 95,200 
Accrued salaries, compensated absences 

and amounts withheld 50,996 17,726 - 68,722 
Payables to (receivables from) affiliates, net 11,586 (11,586) - 
Estimated amounts due to third-party 

payers, net 8,459 691 9,150 

TOTAL CURRENT LIABILITIES 182,805 33,677 (6,433) 210,049 

OTHER LIABILITIES 
Long-term debt and capital lease obligations, 

less current portion 945,253 18,626 963,879 
Estimated fair value of derivatives, net 4,483 - 4,483 
Estimated professional liability self-insurance 6,368 1,026 - 7,394 
Other long-term liabilities 34,709 2,271 - 36,980 

TOTAL LIABILT11ES 1,173,618 55,600 (6,433) 1,222,785 

NET ASSETS 

Unrestricted net assets 
Mountain States Health Alliance 594,303 344,914 (344,914) 594,303 
Noncontrolling interests in subsidiaries 40,684 153,779 5,379 199,842 

TOTAL UNRESTRICTED NET ASSETS 634,987 498,693 (339,535) 794,145 

Temporarily restricted net assets 
Mountain States Health Alliance 14,091 13,547 (13,547) 14,091 
Noncontrolling interests in subsidiaries 73 33 (7) 99 

TOTAL TEMPORARILY 
RESTRICTED NET ASSETS 14,164 13,580 (13,554) 14,190 

Permanently restricted net assets 27 27 (27) 27 

TOTAL NET ASSETS 649,178 512,300 (353,116) 808,362 

1,822,796 $ 567,900 $ (359,549) $ 2,031,147 

See Independent Auditor's Report and Note to Supplemental Information. 39 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Statement of Operations 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

Year Ended June 30, 2016 

Obligated 
Group 

Other 
Entities Eliminations Total 

Revenue, gains and support: 
Patient service revenue, net of contractual 

allowances and discounts $ 948,183 $ 211,441 $ (188) $ 1,159,436 
Provision for bad debts (113,468) (24,238) (137,706) 
Net patient service revenue 834,715 187,203 (188) 1,021,730 
Other operating revenue 33,381 112,252 (94,592) 51,041 
Equity in net gain of affiliates (5,963) 1,161 4,802 - 

TOTAL REVENUE, GAINS AND SUPPORT 862,133 300,616 (89,978) 1,072,771 

Expenses: 
Salaries and wages 289,478 68,658 (6,169) 351,967 
Physician salaries and wages 67,676 78,056 (61,689) 84,043 
Contract labor 18,029 3,685 (403) 21,311 
Employee benefits 64,768 20,037 (5,995) 78,810 
Fees 93,339 32,998 (13,599) 112,738 
Supplies 149,615 29,630 (103) 179,142 
Utilities 12,515 3,669 (4) 16,180 
Medical Costs - (762) (762) 
Other 63,549 28,291 (6,791) 85,049 
Depreciation 50,015 16,403 - 66,418 
Amortization 1,457 60 1,517 
Interest and taxes 40,139 2,539 - 42,678 

TOTAL EXPENSES 850,580 283,264 (94,753) 1,039,091 
OPERATING INCOME 11,553 17,352 4,775 33,680 

Nonoperating gains (losses): 
Interest and dividend income 9,893 5,141 15,034 
Net realized gains on the sale of securities 4,763 1,751 6,514 
Change in net unrealized gains on securities (11,946) (5,565) (17,511) 
Derivative related income 5,605 - 5,605 
Loss on early extinguishment of debt (2,827) - (2,827) 
Change in estimated fair value of derivatives (2,287) (2,287) 
Other nonoperating losses (3,563) (5,733) (432) (9,728) 

NET NONOPERATING LOSS (362) (4,406) (432) (5,200) 

EXCESS OF REVENUE, GAINS AND SUPPORT 
OVER EXPENSES AND LOSSES FROM 

CONTINUING OPERATIONS 11,191 12,946 4,343 28,480 

LOSS FROM DISCONTINUED OPERATIONS (6,492) (6,492) 

EXCESS OF REVENUE, GAINS AND SUPPORT 
OVER EXPENSES AND LOSSES $ 11,191 $ 6,454 $ 4,343 $ 21,988 

See Independent Auditor's Report and Note to Supplemental Information. 40 
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MOUNTAIN STATES HEALTH ALLIANCE 

Consolidating Statement of Changes in Net Assets 
(Obligated Group and Other Entities) 
(Dollars in Thousands) 

Year Ended June 30, 2016 
Obligated Group Total 

Obligated 
Group 

Other Entities Total 
Other 

Entities Eliminations Total 
Mountain States 
Health Alliance 

Noncontrolling 
Interests 

Mountain States 
Health Alliance 

Noncontrolling 
Interests 

UNRESTRICTED NET ASSETS: 
Excess of Revenue, Gains and Support over 

Expenses and Losses $ 11,230 $ (39) $ 11,191 $ (394) $ 6,848 $ 6,454 $ 4,343 $ 21,988 

Pension and other defined benefit plan adjustments (1,443) (1,436) (2,879) 236 236 472 (472) (2,879) 

Net assets released from restrictions used for the 
purchase of property, plant and equipment 1,987 1,987 1,987 1,987 (1,987) 1,987 

Repurchases of noncontrolling interests, net (1,100) (1,100) - 99 (1,001) 

Distributions to noncontrolling interests - - (4,762) (355) (5,117) 4,762 (355) 

Net asset transfers - 3,409 3,828 7,237 (7,237) 

INCREASE (DECREASE) IN 
UNRESTRICTED NET ASSETS 10,674 (1,475) 9,199 476 10,557 11,033 (492) 19,740 

TEMPORARILY RESTRICTED NET ASSETS: 
Restricted grants and contributions 5,840 77 5,917 4,947 34 4,981 (4,954) 5,944 

Net assets released from restrictions (5,052) (76) (5,128) (4,288) (9) (4,297) 4,297 (5,128) 

INCREASE (DECREASE) IN TEMPORARILY 
RESTRICTED NET ASSETS 788 I 789 659 25 684 (657) 816 

PERMANENTLY RESTRICTED NET ASSETS: 
Net assets released from restrictions (100) (100) (100) 

DECREASE IN PERMANENTLY 
RESTRICTED NET ASSETS - - - (100) - (100) (100) 

INCREASE (DECREASE) IN TOTAL NET ASSETS 11,462 (1,474) 9,988 1,035 10,582 11,617 (1,149) 20,456 

NET ASSETS, BEGINNING OF YEAR 596,959 42,231 639,190 357,453 143,230 500,683 (351,967) 787,906 

NET ASSETS, END OF YEAR $ 608,421 $ 40,757 $ 649,178 $ 358,488 $ 153,812 $ 512,300 $ (353,116) $ 808,362 

See Note to Supplemental Information. 41 
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MOUNTAIN STATES HEALTH ALLIANCE 

Note to Supplemental Information 

Year Ended June 30, 2016 

NOTE A--OBLIGATED GROUP MEMBERS 

As described in Note F to the consolidated financial statements, the Alliance has granted a deed of 
trust on JCMC and SSH to secure the payment of the outstanding bonds. The bonds are also secured 
by the Alliance's receivables, inventories and other assets as well as certain funds held under the 
documents pursuant to which the bonds were issued. The members pledged pursuant to the 
Amended and Restated Master Trust Indenture between Mountain States Health Alliance and the 
Bank of New York Mellon Trust Company, NA as Master Trustee include Johnson City Medical 
Center Hospital, Indian Path Medical Center, Franklin Woods Community Hospital, Sycamore 
Shoals Hospital, Johnson County Community Hospital, Russell County Medical Center, Unicoi 
County Memorial Hospital, Norton Community Hospital (hospital only), Smyth County Community 
Hospital (hospital only) and Blue Ridge Medical Management Corporation (parent company only), 
collectively defined as the Obligated Group (Obligated Group). 

The supplemental consolidating information includes the accounts of the members of the Obligated 
Group after elimination of all significant intergroup accounts and transactions. Certain other 
subsidiaries of the Alliance are not pledged to secure the payment of the outstanding bonds as they 
are not part of the Obligated Group. These affiliates have been accounted for within the Obligated 
Group based upon the Alliance's original and subsequent investments, as adjusted for the Alliance's 
pro rata share of income or losses and any distributions, and are included as a part of equity in 
affiliates in the supplemental consolidating balance sheet. 

42 
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Mountain States Health Alliance 
FINANCIAL STATEMENT HIGHLIGHTS 

September 2016 
 
 
 

Admissions for September of 4,938 were under budget by 3.4% and below prior year by 

6.7%.  Average length of stay of 4.40 was over budget by 2.5% and below prior year by 1.4%.  

Patient days of 21,725 were under budget by 1.0% and below prior year by 8.0%.  Average 

daily census of 724 was under budget by 1.0% and below prior year by 8.0%.  Adjusted 

admissions of 10,622 were under budget by 3.1% and below prior year by 4.9%.  Adjusted 

patient days of 46,734 were under budget by 0.7% and below prior year by 6.2%.  Outpatient 

visits of 154,798 were under budget by 1.8% and below prior year by 0.7%.   

Net patient revenue of $85,277,000 was unfavorable to budget by $2,917,000 (3.3%) 

and above prior year by $587,000 (0.7%).    

For Revenue by Source, Medicare, Medicaid, Managed Care/Commercial, and Other 

experienced increases over September 2015, while there were declines in Managed Medicare, 

TennCare, Blue Cross, United-River Valley, and Charity/Self Pay. 

Other operating revenue of $2,194,000 was under budget by 16.8%.  Total operating 

revenue of $87,471,000 was unfavorable to budget by $3,362,000 (3.7%) and below prior year 

by $8,000 (0.0%).  Operating Revenue per Adjusted Admission of $8,155 was under budget by 

0.6% and above prior year by 1.3%.   

Overall expenses of $83,618,000 were favorable to budget by $1,856,000 (2.2%) and 

below prior year by $1,945,000 (2.3%).  All expense categories were under budget except for 

fees and utilities.  Operating Expense per Adjusted Patient Day of $1,770 was favorable to 

budget by 1.5% and above prior year by 3.8%. 

3 MSHA6892



The following table summarizes volume-adjusted expense budget variances for the 

month: 

Expense Category 
 

Dollar 
Variance  

Per Adj Pt Day 
 

Per Adj 
Admission 

1. Salaries 
 

 $1,035,000 F 
 

2.2% F 
 

0.3% F 

2. Contract Labor 
 

     304,000 F  
 

 19.7% F 
 

17.7% F 

3. Employee Benefits 
 

210,000 F 
 

2.8% F 
 

0.4% F  

4. Supplies           
 

 435,000 F 
 

    2.4% F              
 

       0.0% F 

5. Fees 
 

  379,000 U 
 

    4.7% U 
 

7.4% U 

6. Depreciation 
 

57,000 F 
 

0.3% F 
 

2.2% U 

7. Insurance, Utilities & Other 
 

178,000 F 
 

1.3% F 
 

1.2% U 

8. Amortization, Interest & Taxes                                            
 

 15,000 F 
 

           0.2% U 
 

2.8% U 

       TOTAL EXPENSE 
 

$1,856,000 F 
  

1.5% F 
 

1.0% U 

 

 

Following are explanations of the major expense variances: 

1) Salaries – Favorable mainly due to lower than budgeted FTE’s and salary expense per FTE.  

2) Contract Labor – Favorable mainly due to lower than budgeted contract labor expense in 

physician locums and coding, offset by higher than budgeted expense in nursing.  

3) Employee Benefits – Favorable to budget due to lower than budgeted payroll taxes, group 

health expense, and celebration expense, offset by higher than budgeted pension expense, 

pharmacy claims, and worker’s compensation expense.  Benefits as a percent of salaries 

were 16.5% compared to a budget and prior year of 16.6% and 14.1%, respectively.  
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4) Supplies – Supplies as a percent of Net Revenue were 16.6% versus a budget and prior 

year of 16.6% and 17.6%, respectively.   

5) Fees – Unfavorable mainly due to higher than budgeted legal fees, collection fees, and 

consulting fees, offset by lower than budgeted physician fees, and purchased services. 

6) Depreciation – Favorable due to the timing of capital expenditures versus the budget. 

7) Insurance, Utilities & Other – Favorable due to lower than budgeted maintenance/repairs, 

travel, marketing expense, bank fees, meals, employee recruitment, and insurance 

expense, offset by higher than budgeted lease expense, utilities, and license/permits 

expense.  

8) Amortization, Interest & Taxes – Favorable mainly due to lower than budgeted taxes, and 

higher than budgeted capitalized interest, offset by higher than budgeted interest on the 

variable rate debt and interest related to the swaps.   

 

Net investment income was favorable to the budget by $400,000 (78.3%).  The realized 

gain on investments was $83,000 for the month.  The gain from affiliates was $53,000 versus a 

budgeted gain of $172,000 and prior year gain of $224,000.  Other Non Operating Expense was 

favorable to budget by $405,000 mainly due to lower than budgeted merger fees, grant 

expense, contribution expense, Children’s Resource Center expense, and higher than budgeted 

research revenue, offset by higher than budgeted Career Resource expense, and lower than 

budgeted contribution income and grant revenue.   
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The following table summarizes the variances in EBITDA for the month:  

a. Corporate overage  $      870,000 

b. Washington County Market overage         795,000 

c. Northeast Market overage      184,000  

d. MSHH underage (60,000) 

e. Southeast Market underage        (371,000) 

f. BR underage   (498,000) 

g. Northwest Market underage  (1,649,000) 

h. MSF overage 21,000 

i. Auxiliary overage   1,000 

j. ISHN overage 39,000 

k. Minority Interest underage (44,000) 

l. Eliminations underage (132,000) 

       EBITDA Variance $   (844,000) 

 

 

September EBITDA of $12,088,000 was unfavorable to budget by $844,000 (6.5%) and 

favorable to the prior year by $1,103,000 (10.0%).   Year-to-date EBITDA of $30,514,000 was 
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unfavorable to budget by $4,501,000 (12.9%) and unfavorable to prior year by $3,535,000 

(10.4%). 

 

From a balance sheet perspective, total cash and investments (including assets whose 

use is limited) increased by $43,011,000 mainly due to the decreases in accounts receivable, an 

increase in accounts payable, and the unrealized gain on investments. 
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Mountain States Health Alliance
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

724 731 -1.0% 787 -8.0% Average Daily Census 722 719 0.5% 781 -7.5%

48.8% 49.3% -1.0% 51.4% -5.1% Occupancy Percent 48.7% 48.5% 0.5% 51.1% -4.6%
21,725 21,934 -1.0% 23,610 -8.0% Patient Days 66,462 66,120 0.5% 71,865 -7.5%

4,938 5,112 -3.4% 5,294 -6.7% Admissions 14,913 15,375 -3.0% 15,967 -6.6%

1,884 1,930 -2.4% 1,854 1.6% Observation Visits 6,101 5,899 3.4% 6,124 -0.4%

1,456 1,505 -3.3% 1,420 2.5% Observation Visits (excl OB) 4,796 4,602 4.2% 4,750 1.0%

5,836 6,048 -3.5% 6,074 -3.9% Acute Admissions and Observation Visits (excl OB) 18,026 18,284 -1.4% 18,891 -4.6%

24.9% 24.9% 0.3% 23.4% 6.7% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 26.6% 25.2% 5.7% 25.1% 5.8%

3.5% 3.6% -3.6% 3.2% 9.6% Observation (excl OB) % of Occupancy 3.8% 3.6% 4.4% 3.5% 7.5%

46,734 47,054 -0.7% 49,821 -6.2% Adjusted Patient Days 143,126 142,309 0.6% 150,138 -4.7%

10,622 10,967 -3.1% 11,171 -4.9% Adjusted Admissions 32,115 33,091 -3.0% 33,358 -3.7%

154,798 157,682 -1.8% 155,880 -0.7% Outpatient Visits 459,600 470,466 -2.3% 460,476 -0.2%

7,975 8,870 -10.1% 8,169 -2.4% Urgent Care Visits 22,818 25,930 -12.0% 21,870 4.3%

22,235 22,547 -1.4% 22,362 -0.6% ED Visits 66,626 67,620 -1.5% 66,595 0.0%

344 515 -33.2% 456 -24.6% Home Health Episodes 1,150 1,528 -24.7% 1,378 -16.5%

859 968 -11.3% 1,009 -14.9% IP Surgery Cases 2,742 2,820 -2.8% 2,914 -5.9%

1,703 1,645 3.5% 1,625 4.8% OP Surgery Cases 5,191 5,152 0.8% 5,113 1.5%

415 482 -13.9% 450 -7.8% ASC Surgery Cases 1,500 1,424 5.3% 1,325 13.2%

Revenue By Source

28.1% 27.0% 1.1% 27.9% 0.3% Medicare 27.6% 27.0% 0.6% 28.2% -0.6%

21.8% 23.0% -1.1% 22.7% -0.8% Managed Medicare 21.8% 22.9% -1.1% 22.3% -0.4%

5.6% 5.7% -0.2% 5.3% 0.3% Medicaid 5.1% 5.7% -0.6% 5.2% -0.1%

9.0% 9.9% -0.9% 9.6% -0.7% TennCare 9.3% 9.9% -0.6% 9.5% -0.2%

14.8% 15.4% -0.7% 15.0% -0.3% Blue Cross 15.1% 15.5% -0.4% 14.8% 0.3%

2.7% 3.0% -0.2% 2.8% -0.1% United - River Valley 2.6% 3.0% -0.4% 2.8% -0.2%

7.7% 6.8% 0.9% 7.1% 0.6% Managed Care / Commercial 7.5% 6.8% 0.7% 7.4% 0.1%

6.6% 6.9% -0.3% 6.9% -0.3% Charity / Self Pay 6.7% 6.9% -0.2% 7.0% -0.3%

3.7% 2.3% 1.4% 2.6% 1.0% Other Patient Revenue 4.2% 2.3% 1.9% 2.9% 1.3%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$10,047 $9,931 1.2% $8,962 12.1% IP Revenue per Patient Day $9,953 $9,902 0.5% $8,981 10.8%

$1,623 $1,582 2.6% $1,507 7.7% OP Revenue per Outpatient Visit $1,660 $1,604 3.5% $1,527 8.8%

$1,854 $1,912 -3.0% $1,739 6.6% Operating Revenue per Adjusted Patient Day $1,821 $1,890 -3.7% $1,745 4.4%

$1,770 $1,797 1.5% $1,705 -3.8% Operating Expense per Adjusted Patient Day $1,766 $1,808 2.3% $1,715 -3.0%

$8,155 $8,203 -0.6% $7,756 5.1% Operating Revenue per Adjusted Admission $8,114 $8,129 -0.2% $7,852 3.3%

$7,787 $7,712 -1.0% $7,605 -2.4% Operating Expense per Adjusted Admission $7,870 $7,775 -1.2% $7,719 -2.0%

18.0% 18.7% -3.8% 18.8% -4.3% Net Revenue % of Gross Revenue 17.8% 18.5% -3.8% 18.8% -5.2%

$7,949 $7,963 -0.2% $7,506 5.9% Net Revenue per Adjusted Admission $7,905 $7,886 0.2% $7,596 4.1%

Labor Management (excl Long-Term Care)

6,748 7,025 3.9% 7,243 6.8% Employed Full Time Equivalents 6,879 6,991 1.6% 7,312 5.9%

22 23 2.6% 49 54.1% Contract Full Time Equivalents 27 24 -12.3% 44 38.3%

6,770 7,048 3.9% 7,291 7.1% Total Full Time Equivalents (excl Providers) 6,906 7,015 1.6% 7,356 6.1%

338 356 4.9% 300 -12.6% Employed Provider Full Time Equivalents 334 351 4.8% 291 -15.1%

31 39 21.3% 49 37.1% Contract Provider Full Time Equivalents 34 40 13.3% 38 10.4%

369 395 6.5% 350 -5.6% Total Provider Full Time Equivalents 369 391 5.6% 329 -12.1%

7,140 7,443 4.1% 7,641 6.6% Full Time Equivalents 7,275 7,406 1.8% 7,685 5.3%

4.47 4.63 3.5% 4.47 0.0% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 4.56 4.67 2.4% 4.57 0.4%

112.0 113.2 1.0% 113.7 1.5% Man Hours per Adjusted Admission (incl Cont Lbr) 115.7 114.4 -1.1% 117.4 1.5%

$23.91 $23.54 -1.6% $23.04 -3.8% Average Hourly Rate (excl Providers & Cont Lbr) $23.67 $23.51 -0.7% $22.84 -3.7%

$49,723 $48,963 -1.6% $47,975 -3.6% Salary Expense per FTE (excl Providers & Cont Lbr) $49,239 $48,893 -0.7% $47,551 -3.5%

$3,348 $3,338 -0.3% $3,379 0.9% Labor Exp (excl Providers) per Adjusted Admission $3,431 $3,383 -1.4% $3,412 -0.5%

49.5% 49.6% 0.1% 53.0% 6.5% Labor Exp % of Net Revenue 51.0% 50.7% -0.6% 52.6% 3.1%

Patient Resource Management

4.38 4.50 2.7% 4.55 3.8% Overall Medicare Average Length of Stay 4.42 4.49 1.6% 4.54 2.6%

4.40 4.29 -2.5% 4.46 1.4% Overall Average Length of Stay 4.46 4.30 -3.6% 4.50 1.0%

4.16 4.25 2.1% 4.21 1.3% Acute Medicare Average Length of Stay 4.18 4.24 1.6% 4.20 0.5%

2.57 2.69 4.1% 2.77 7.0% Acute Medicare Average Length of Stay - Acuity Adjusted 2.64 2.68 1.8% 2.76 4.5%

4.14 4.00 -3.7% 4.16 0.4% Acute Overall Average Length of Stay 4.19 4.01 -4.6% 4.16 -0.6%

2.69 2.62 -2.6% 2.91 7.5% Acute Overall Average Length of Stay - Acuity Adjusted 2.76 2.63 -4.9% 2.89 4.7%

1.07 1.07 0.4% 1.03 -3.6% Observation Average Length of Stay 1.07 1.07 -0.2% 1.04 -3.2%

1.57 1.53 2.3% 1.49 5.1% Overall Medicare Case Mix Index 1.54 1.53 0.4% 1.49 3.3%

1.44 1.40 2.7% 1.34 7.7% Overall Case Mix Index 1.42 1.40 1.0% 1.34 5.5%

1.61 1.58 2.1% 1.52 6.1% Acute Medicare Case Mix Index 1.58 1.58 0.3% 1.52 4.1%

1.54 1.52 1.0% 1.43 7.6% Acute Overall Case Mix Index 1.52 1.52 -0.3% 1.44 5.5%

16.6% 16.6% -0.2% 17.6% 5.5% Supply Expense % of Net Revenue 17.1% 16.9% -1.2% 17.3% 1.1%

$1,319 $1,319 0.0% $1,319 0.0% Supply Expense per Adjusted Admission $1,349 $1,331 -1.4% $1,311 -2.9%

Operating Statistics (Long-Term Care) 

4,134 4,120 0.3% 3,922 5.4% Nursing Home Patient Days 12,484 12,652 -1.3% 12,124 3.0%

42 44 -4.5% 45 -6.7% Nursing Home Admissions 119 131 -9.2% 116 2.6%

124 130 4.8% 146 15.0% Nursing Home Full Time Equivalents 125 130 4.0% 144 13.3%
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Mountain States Health Alliance
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

219,973,322 219,659,303 0.1% 213,265,661 3.1% Inpatient Revenue 666,407,588 660,346,875 0.9% 650,609,402 2.4%

251,343,149 249,508,889 0.7% 234,943,450 7.0% Outpatient Revenue 763,301,585 754,548,193 1.2% 703,087,684 8.6%

471,316,471 469,168,192 0.5% 448,209,111 5.2% Total Gross Patient Revenue 1,429,709,173 1,414,895,067 1.0% 1,353,697,086 5.6%

Deductions from Revenue

355,815,557 347,553,412 -2.4% 330,179,393 -7.8% Contractual Adjustments 1,075,982,211 1,049,144,973 -2.6% 997,805,222 -7.8%

6,088,087 6,524,755 6.7% 5,868,907 -3.7% Charity 22,348,564 19,752,254 -13.1% 19,821,734 -12.7%

7,380,056 9,692,872 23.9% 11,645,774 36.6% Contra Revenue - Charity 25,371,151 30,260,089 16.2% 30,280,272 16.2%

1,684,171 1,718,795 2.0% 2,186,148 23.0% Provision for Bad Debt 4,573,522 5,332,150 14.2% 5,274,981 13.3%

15,071,398 15,483,663 2.7% 13,638,247 -10.5% Uninsured Discount 44,996,435 46,767,210 3.8% 44,433,907 -1.3%

386,039,269 380,973,498 -1.3% 363,518,469 -6.2% Total Deductions 1,173,271,883 1,151,256,677 -1.9% 1,097,616,116 -6.9%

85,277,202 88,194,695 -3.3% 84,690,642 0.7% Net Patient Service Revenue 256,437,289 263,638,390 -2.7% 256,080,970 0.1%

2,193,799 2,638,212 -16.8% 2,788,204 -21.3% Other Operating Revenue 6,756,895 8,035,912 -15.9% 8,539,695 -20.9%

87,471,001 90,832,907 -3.7% 87,478,847 0.0% Total Operating Revenue 263,194,184 271,674,302 -3.1% 264,620,665 -0.5%

Operating Expense

28,007,824 28,714,790 2.5% 29,034,953 3.5% Salaries 86,659,553 87,501,461 1.0% 88,965,606 2.6%

6,881,946 7,210,086 4.6% 6,928,617 0.7% Provider Salaries 20,651,334 21,721,134 4.9% 19,932,317 -3.6%

919,386 1,161,280 20.8% 1,482,150 38.0% Contract Labor - Providers 3,193,762 3,637,856 12.2% 4,601,138 30.6%

273,480 335,806 18.6% 551,518 50.4% Contract Labor - Other 1,028,972 1,071,341 4.0% 1,497,413 31.3%

5,761,091 5,971,148 3.5% 5,059,117 -13.9% Employee Benefits 17,646,176 18,122,809 2.6% 17,877,751 1.3%

9,909,728 9,530,428 -4.0% 9,544,082 -3.8% Fees 29,811,741 29,080,957 -2.5% 27,846,754 -7.1%

14,109,811 14,544,830 3.0% 14,846,733 5.0% Supplies 43,592,979 44,297,955 1.6% 44,092,938 1.1%

1,478,269 1,463,079 -1.0% 1,463,458 -1.0% Utilities 4,457,688 4,557,073 2.2% 4,570,382 2.5%

7,414,617 7,608,231 2.5% 7,611,261 2.6% Other Expense 21,829,377 22,911,185 4.7% 22,800,230 4.3%

0 0 0.0% (280,418) 100.0% Medical Costs 0 0 0.0% (211,318) 100.0%

5,512,019 5,568,588 1.0% 5,610,471 1.8% Depreciation 16,485,134 16,761,636 1.6% 16,509,516 0.1%

114,140 115,823 1.5% 124,878 8.6% Amortization 344,303 349,352 1.4% 382,703 10.0%

3,235,559 3,249,316 0.4% 3,586,415 9.8% Interest & Taxes 9,819,504 9,983,288 1.6% 10,998,043 10.7%

83,617,870 85,473,406 2.2% 85,563,235 2.3% Total Operating Expense 255,520,524 259,996,049 1.7% 259,863,472 1.7%

3,853,132 5,359,501 -28.1% 1,915,612 101.1% Net Operating Income before Support Allocation 7,673,661 11,678,253 -34.3% 4,757,193 61.3%

0 (0) 0.0% (0) 0.0% Support Allocation - Salaries, Contract Labor & Benefits 0 0 0.0% (0) 0.0%

(0) (0) 0.0% 0 0.0% Support Allocation - Other (0) 0 0.0% 0 0.0%

3,853,132 5,359,501 -28.1% 1,915,612 101.1% Net Operating Income after Support Allocation 7,673,661 11,678,253 -34.3% 4,757,193 61.3%

911,672 511,291 78.3% 1,142,478 -20.2% Net Investment Income 2,989,066 1,482,784 101.6% 3,342,512 -10.6%

82,631 0 100.0% (6,461) 1379.0% Realized Gain on Investments 124,158 0 100.0% 195,829 -36.6%

53,233 172,333 -69.1% 224,310 -76.3% Gain / (Loss) from Affiliates 151,420 316,999 -52.2% 393,788 -61.5%

0 0 0.0% (81,248) 100.0% Gain / (Loss) on Disposal (643) 0 100.0% (54,108) 98.8%

8,865 0 100.0% (740,073) 101.2% Gain / (Loss) on Discontinued Operations 16,590 0 100.0% (1,531,120) 101.1%

(1,174,120) (1,130,561) -3.9% (452,827) -159.3% Minority Interest (4,681,506) (3,042,225) -53.9% 390,312 -1299.4%

0 0 0.0% (3,851) 100.0% Incentive Pay (966) 0 100.0% (12,515) 92.3%

(509,013) (914,345) 44.3% (334,733) -52.1% Other Non Operating Income / (Expense) (2,407,143) (2,515,738) 4.3% (1,324,027) -81.8%

(626,733) (1,361,282) 54.0% (252,404) -148.3% Total Non Operating Income  / (Expense) (3,809,023) (3,758,180) -1.4% 1,400,670 -371.9%

3,226,399 3,998,219 -19.3% 1,663,207 94.0% Total Revenue Over Expense Before CFV of Derivatives 3,864,638 7,920,073 -51.2% 6,157,863 -37.2%

(2,555,304) 0 100.0% 1,508,301 -269.4% Change in Fair Value of Interest Rate Swaps 1,269,542 0 100.0% 2,740,972 -53.7%

671,094 3,998,219 -83.2% 3,171,508 -78.8% Total Excess Revenue Over Expense 5,134,179 7,920,073 -35.2% 8,898,835 -42.3%

2,385,406 0 100.0% (5,520,819) 143.2% Net Unrealized Gain / (Loss) on Investments 12,425,025 0 100.0% (18,949,285) 165.6%

3,056,501 3,998,219 -23.6% (2,349,311) 230.1% Increase in Unrestricted Net Assets Before Change in Accounting Principle 17,559,204 7,920,073 121.7% (10,050,450) 274.7%

12,088,116 12,931,946 -6.5% 10,984,971 10.0% EBITDA 30,513,579 35,014,350 -12.9% 34,048,125 -10.4%
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Washington County Market
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

464 451 2.8% 506 -8.3% Average Daily Census 463 443 4.6% 506 -8.3%

69.8% 67.8% 2.8% 71.0% -1.8% Occupancy Percent 69.7% 66.6% 4.6% 71.0% -1.8%
13,918 13,535 2.8% 15,170 -8.3% Patient Days 42,640 40,774 4.6% 46,509 -8.3%

2,912 2,950 -1.3% 3,092 -5.8% Admissions 8,773 8,854 -0.9% 9,372 -6.4%

1,017 975 4.3% 941 8.1% Observation Visits 3,285 2,968 10.7% 3,020 8.8%

786 756 4.0% 711 10.5% Observation Visits (excl OB) 2,550 2,306 10.6% 2,312 10.3%

3,269 3,287 -0.5% 3,291 -0.7% Acute Admissions and Observation Visits (excl OB) 10,031 9,909 1.2% 10,221 -1.9%

24.0% 23.0% 4.5% 21.6% 11.3% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 25.4% 23.3% 9.2% 22.6% 12.4%

4.5% 4.3% 5.7% 3.7% 23.1% Observation (excl OB) % of Occupancy 4.9% 4.3% 15.3% 3.8% 29.3%

23,969 23,323 2.8% 25,972 -7.7% Adjusted Patient Days 74,039 70,592 4.9% 78,713 -5.9%

5,015 5,083 -1.3% 5,294 -5.3% Adjusted Admissions 15,233 15,329 -0.6% 15,861 -4.0%

26,611 27,398 -2.9% 27,117 -1.9% Outpatient Visits 80,440 81,940 -1.8% 81,104 -0.8%

7,369 7,487 -1.6% 7,336 0.4% ED Visits 22,398 22,221 0.8% 21,812 2.7%

610 662 -7.9% 670 -9.0% IP Surgery Cases 1,915 1,935 -1.0% 1,947 -1.6%

834 721 15.7% 710 17.5% OP Surgery Cases 2,565 2,289 12.1% 2,244 14.3%

Revenue By Source

25.8% 23.2% 2.5% 24.1% 1.6% Medicare 24.8% 23.2% 1.6% 24.5% 0.4%

23.5% 25.9% -2.4% 25.6% -2.1% Managed Medicare 23.6% 25.9% -2.3% 24.7% -1.1%

2.3% 2.2% 0.1% 1.8% 0.5% Medicaid 1.7% 2.2% -0.5% 1.9% -0.2%

11.8% 13.2% -1.4% 12.4% -0.6% TennCare 12.4% 13.2% -0.8% 12.3% 0.1%

14.0% 15.6% -1.5% 15.3% -1.3% Blue Cross 14.5% 15.6% -1.1% 15.1% -0.5%

3.0% 3.2% -0.2% 3.1% -0.1% United - River Valley 2.7% 3.2% -0.5% 3.0% -0.3%

8.9% 6.9% 2.0% 7.9% 0.9% Managed Care / Commercial 8.5% 6.9% 1.6% 8.2% 0.3%

6.1% 6.8% -0.7% 6.8% -0.6% Charity / Self Pay 6.1% 6.8% -0.7% 6.8% -0.7%

4.7% 3.1% 1.6% 3.1% 1.5% Other Patient Revenue 5.5% 3.1% 2.5% 3.5% 2.0%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$10,791 $10,699 0.9% $9,459 14.1% IP Revenue per Patient Day $10,693 $10,683 0.1% $9,360 14.2%

$4,075 $3,822 6.6% $3,768 8.2% OP Revenue per Outpatient Visit $4,174 $3,888 7.4% $3,717 12.3%

$1,842 $1,852 -0.6% $1,661 10.9% Operating Revenue per Adjusted Patient Day $1,759 $1,828 -3.8% $1,682 4.6%

$1,580 $1,624 2.7% $1,524 -3.7% Operating Expense per Adjusted Patient Day $1,571 $1,644 4.4% $1,523 -3.2%

$8,802 $8,496 3.6% $8,147 8.0% Operating Revenue per Adjusted Admission $8,550 $8,417 1.6% $8,346 2.4%

$7,549 $7,451 -1.3% $7,475 -1.0% Operating Expense per Adjusted Admission $7,637 $7,570 -0.9% $7,558 -1.1%

16.9% 17.1% -1.2% 17.3% -2.2% Net Revenue % of Gross Revenue 16.3% 16.9% -3.9% 17.7% -8.0%

$8,725 $8,406 3.8% $8,031 8.6% Net Revenue per Adjusted Admission $8,453 $8,322 1.6% $8,212 2.9%

Labor Management (excl Long-Term Care)

2,949 3,016 2.2% 3,149 6.3% Employed Full Time Equivalents 3,015 3,003 -0.4% 3,200 5.8%

45 20 -123.4% 47 4.8% Contract Full Time Equivalents 50 20 -144.2% 49 -1.5%

2,995 3,036 1.4% 3,196 6.3% Total Full Time Equivalents (excl Providers) 3,065 3,024 -1.4% 3,250 5.7%

0 0 100.0% 0 100.0% Employed Provider Full Time Equivalents 0 0 100.0% 0 100.0%

0 0 100.0% 0 100.0% Total Provider Full Time Equivalents 0 0 100.0% 0 100.0%

2,995 3,036 1.4% 3,196 6.3% Full Time Equivalents 3,065 3,024 -1.4% 3,250 5.7%

3.75 3.91 4.0% 3.69 -1.5% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 3.81 3.94 3.3% 3.80 -0.3%

102.1 102.1 0.0% 103.3 1.2% Man Hours per Adjusted Admission (incl Cont Lbr) 105.5 103.4 -2.0% 107.5 1.9%

$24.26 $23.93 -1.4% $23.57 -2.9% Average Hourly Rate (excl Providers & Cont Lbr) $24.00 $23.98 -0.1% $23.43 -2.5%

$50,459 $49,775 -1.4% $49,086 -2.8% Salary Expense per FTE (excl Providers & Cont Lbr) $49,925 $49,882 -0.1% $48,784 -2.3%

$3,082 $3,036 -1.5% $3,069 -0.4% Labor Exp (excl Providers) per Adjusted Admission $3,157 $3,091 -2.1% $3,142 -0.5%

35.3% 36.1% 2.2% 38.2% 7.6% Labor Exp % of Net Revenue 37.4% 37.1% -0.6% 38.3% 2.4%

Patient Resource Management

4.82 4.81 -0.2% 5.16 6.4% Overall Medicare Average Length of Stay 4.82 4.82 0.0% 5.09 5.3%

4.78 4.59 -4.2% 4.91 2.6% Overall Average Length of Stay 4.86 4.61 -5.5% 4.96 2.1%

4.72 4.69 -0.6% 4.81 2.0% Acute Medicare Average Length of Stay 4.74 4.69 -1.2% 4.78 0.8%

2.70 2.72 0.8% 2.89 6.7% Acute Medicare Average Length of Stay - Acuity Adjusted 2.76 2.72 -1.7% 2.89 4.2%

4.70 4.46 -5.4% 4.71 0.2% Acute Overall Average Length of Stay 4.77 4.47 -6.8% 4.71 -1.3%

2.81 2.71 -3.7% 3.11 9.7% Acute Overall Average Length of Stay - Acuity Adjusted 2.88 2.71 -6.2% 3.05 5.6%

1.15 1.13 -1.7% 1.11 -4.0% Observation Average Length of Stay 1.18 1.13 -4.3% 1.08 -9.5%

1.69 1.66 2.1% 1.62 4.5% Overall Medicare Case Mix Index 1.66 1.66 0.1% 1.61 3.3%

1.54 1.48 3.6% 1.38 11.3% Overall Case Mix Index 1.52 1.48 2.2% 1.41 7.8%

1.75 1.73 1.4% 1.67 5.1% Acute Medicare Case Mix Index 1.72 1.73 -0.5% 1.66 3.6%

1.68 1.65 1.6% 1.52 10.5% Acute Overall Case Mix Index 1.66 1.65 0.6% 1.54 7.4%

19.6% 19.7% 0.5% 21.2% 7.7% Supply Expense % of Net Revenue 20.5% 20.1% -1.6% 20.7% 1.0%

$1,708 $1,655 -3.2% $1,704 -0.3% Supply Expense per Adjusted Admission $1,729 $1,676 -3.2% $1,696 -1.9%
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Washington County Market
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

150,183,993 144,805,270 3.7% 143,489,850 4.7% Inpatient Revenue 455,959,395 435,590,505 4.7% 435,332,898 4.7%

108,451,656 104,717,192 3.6% 102,172,949 6.1% Outpatient Revenue 335,758,703 318,545,382 5.4% 301,431,642 11.4%

258,635,650 249,522,461 3.7% 245,662,799 5.3% Total Gross Patient Revenue 791,718,098 754,135,887 5.0% 736,764,540 7.5%

Deductions from Revenue

200,340,973 189,921,676 -5.5% 186,253,830 -7.6% Contractual Adjustments 614,412,100 574,989,913 -6.9% 555,548,499 -10.6%

3,434,321 4,387,784 21.7% 4,103,752 16.3% Charity 14,079,721 13,279,393 -6.0% 12,831,704 -9.7%

2,849,744 4,305,240 33.8% 5,562,872 48.8% Contra Revenue - Charity 11,062,060 13,514,913 18.1% 13,746,225 19.5%

649,771 731,692 11.2% 966,687 32.8% Provision for Bad Debt 1,906,406 2,296,939 17.0% 2,300,223 17.1%

7,607,040 7,443,408 -2.2% 6,264,430 -21.4% Uninsured Discount 21,492,356 22,481,197 4.4% 22,085,758 2.7%

214,881,850 206,789,800 -3.9% 203,151,572 -5.8% Total Deductions 662,952,643 626,562,354 -5.8% 606,512,409 -9.3%

43,753,800 42,732,661 2.4% 42,511,227 2.9% Net Patient Service Revenue 128,765,455 127,573,533 0.9% 130,252,131 -1.1%

385,019 457,537 -15.8% 618,503 -37.7% Other Operating Revenue 1,479,601 1,455,721 1.6% 2,122,155 -30.3%

44,138,819 43,190,198 2.2% 43,129,731 2.3% Total Operating Revenue 130,245,056 129,029,254 0.9% 132,374,286 -1.6%

Operating Expense

11,295,879 11,394,629 0.9% 11,832,204 4.5% Salaries 35,099,458 34,857,064 -0.7% 36,690,087 4.3%

386 0 100.0% 0 100.0% Provider Salaries 531 0 100.0% 0 100.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

344,298 247,829 -38.9% 372,219 7.5% Contract Labor - Other 1,122,141 781,313 -43.6% 1,074,698 -4.4%

2,513,540 2,554,788 1.6% 2,817,391 10.8% Employee Benefits 7,854,658 7,923,215 0.9% 8,336,370 5.8%

6,176,585 6,331,176 2.4% 6,703,199 7.9% Fees 19,042,098 19,411,539 1.9% 19,795,570 3.8%

8,566,647 8,411,190 -1.8% 9,019,375 5.0% Supplies 26,340,240 25,692,821 -2.5% 26,902,653 2.1%

606,237 619,227 2.1% 633,237 4.3% Utilities 1,933,995 1,962,725 1.5% 1,977,205 2.2%

2,518,578 2,527,769 0.4% 2,439,049 -3.3% Other Expense 7,377,988 7,817,379 5.6% 7,600,645 2.9%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

2,093,637 2,168,569 3.5% 2,117,666 1.1% Depreciation 6,292,669 6,530,908 3.6% 6,316,463 0.4%

4,568 4,568 0.0% 4,568 0.0% Amortization 13,704 13,704 0.0% 13,704 0.0%

1,694,989 1,698,630 0.2% 1,759,354 3.7% Interest & Taxes 5,174,930 5,213,840 0.7% 5,380,631 3.8%

35,815,345 35,958,375 0.4% 37,698,262 5.0% Total Operating Expense 110,252,410 110,204,508 0.0% 114,088,025 3.4%

8,323,474 7,231,823 15.1% 5,431,469 53.2% Net Operating Income before Support Allocation 19,992,646 18,824,745 6.2% 18,286,262 9.3%

1,302,875 1,236,824 -5.3% 1,225,111 -6.3% Support Allocation - Salaries, Contract Labor & Benefits 4,017,735 3,817,405 -5.2% 3,738,374 -7.5%

740,620 682,247 -8.6% 645,746 -14.7% Support Allocation - Other 2,072,524 2,012,953 -3.0% 2,051,398 -1.0%

6,279,979 5,312,752 18.2% 3,560,611 76.4% Net Operating Income after Support Allocation 13,902,387 12,994,388 7.0% 12,496,489 11.3%

28,093 0 100.0% 3,580 684.6% Net Investment Income 87,539 0 100.0% 10,083 768.2%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 41,267 -100.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (1,953) 100.0% Incentive Pay 0 0 0.0% (1,953) 100.0%

(128,026) (6,114) -1993.9% 109,621 -216.8% Other Non Operating Income / (Expense) (169,397) 112,441 -250.7% 158,227 -207.1%

(99,933) (6,114) -1534.4% 111,248 -189.8% Total Non Operating Income  / (Expense) (81,859) 112,441 -172.8% 207,623 -139.4%

6,180,046 5,306,637 16.5% 3,671,860 68.3% Total Revenue Over Expense Before CFV of Derivatives 13,820,528 13,106,828 5.4% 12,704,112 8.8%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

6,180,046 5,306,637 16.5% 3,671,860 68.3% Total Excess Revenue Over Expense 13,820,528 13,106,828 5.4% 12,704,112 8.8%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

6,180,046 5,306,637 16.5% 3,671,860 68.3% Increase in Unrestricted Net Assets Before Change in Accounting Principle 13,820,528 13,106,828 5.4% 12,704,112 8.8%

12,016,736 11,097,475 8.3% 9,424,305 27.5% EBITDA before Support Allocation 31,392,090 30,695,638 2.3% 30,204,682 3.9%

2,043,495 1,919,072 6.5% 1,870,857 9.2% Support Allocation 6,090,259 5,830,358 4.5% 5,789,772 5.2%

9,973,240 9,178,403 8.7% 7,553,448 32.0% EBITDA after Support Allocation 25,301,831 24,865,280 1.8% 24,414,910 3.6%
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Johnson City Medical Center
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

337 332 1.6% 354 -4.7% Average Daily Census 337 326 3.4% 356 -5.3%

67.3% 66.3% 1.6% 68.9% -2.3% Occupancy Percent 67.3% 65.1% 3.4% 69.2% -2.8%
10,122 9,960 1.6% 10,626 -4.7% Patient Days 31,010 29,995 3.4% 32,744 -5.3%

2,054 2,103 -2.3% 2,154 -4.6% Admissions 6,189 6,329 -2.2% 6,542 -5.4%

740 727 1.8% 709 4.4% Observation Visits 2,449 2,232 9.7% 2,312 5.9%

591 598 -1.2% 561 5.3% Observation Visits (excl OB) 1,977 1,836 7.7% 1,857 6.5%

2,645 2,701 -2.1% 2,715 -2.6% Acute Admissions and Observation Visits (excl OB) 8,166 8,165 0.0% 8,399 -2.8%

22.3% 22.1% 0.9% 20.7% 8.1% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 24.2% 22.5% 7.7% 22.1% 9.5%

4.5% 4.4% 4.0% 3.9% 15.8% Observation (excl OB) % of Occupancy 5.0% 4.4% 15.4% 4.1% 23.1%

16,751 16,538 1.3% 17,744 -5.6% Adjusted Patient Days 51,931 50,044 3.8% 53,810 -3.5%

3,399 3,492 -2.7% 3,597 -5.5% Adjusted Admissions 10,364 10,559 -1.8% 10,751 -3.6%

21,886 22,790 -4.0% 22,562 -3.0% Outpatient Visits 66,275 67,841 -2.3% 67,163 -1.3%

5,227 5,312 -1.6% 5,146 1.6% ED Visits 15,783 15,622 1.0% 15,154 4.2%

510 578 -11.8% 580 -12.1% IP Surgery Cases 1,630 1,680 -3.0% 1,685 -3.3%

386 356 8.4% 339 13.9% OP Surgery Cases 1,242 1,181 5.2% 1,123 10.6%

Revenue By Source

26.8% 24.4% 2.4% 25.4% 1.4% Medicare 25.8% 24.4% 1.5% 25.7% 0.2%

24.8% 27.1% -2.3% 26.7% -1.9% Managed Medicare 24.7% 27.1% -2.4% 25.6% -0.9%

2.7% 2.5% 0.2% 2.0% 0.7% Medicaid 2.0% 2.5% -0.5% 2.2% -0.1%

11.2% 12.4% -1.2% 11.4% -0.1% TennCare 11.7% 12.4% -0.7% 11.5% 0.2%

12.4% 14.5% -2.0% 14.5% -2.1% Blue Cross 13.1% 14.5% -1.4% 14.1% -1.0%

2.7% 3.0% -0.3% 2.7% 0.0% United - River Valley 2.4% 3.0% -0.5% 2.8% -0.4%

8.7% 6.5% 2.1% 7.9% 0.8% Managed Care / Commercial 8.4% 6.6% 1.9% 8.3% 0.1%

5.7% 6.3% -0.6% 6.3% -0.5% Charity / Self Pay 5.6% 6.3% -0.7% 6.2% -0.6%

5.0% 3.3% 1.6% 3.2% 1.7% Other Patient Revenue 6.1% 3.3% 2.7% 3.7% 2.4%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$12,688 $12,569 0.9% $11,460 10.7% IP Revenue per Patient Day $12,610 $12,551 0.5% $11,303 11.6%

$3,843 $3,628 5.9% $3,615 6.3% OP Revenue per Outpatient Visit $3,981 $3,709 7.3% $3,545 12.3%

$2,146 $2,147 -0.1% $2,004 7.1% Operating Revenue per Adjusted Patient Day $2,046 $2,118 -3.4% $2,018 1.4%

$1,861 $1,896 1.9% $1,825 -2.0% Operating Expense per Adjusted Patient Day $1,857 $1,921 3.3% $1,829 -1.5%

$10,573 $10,169 4.0% $9,886 6.9% Operating Revenue per Adjusted Admission $10,249 $10,039 2.1% $10,101 1.5%

$9,170 $8,980 -2.1% $9,002 -1.9% Operating Expense per Adjusted Admission $9,304 $9,105 -2.2% $9,157 -1.6%

16.8% 17.0% -1.0% 17.3% -2.8% Net Revenue % of Gross Revenue 16.1% 16.8% -4.0% 17.7% -8.8%

$10,523 $10,120 4.0% $9,790 7.5% Net Revenue per Adjusted Admission $10,181 $9,983 2.0% $9,990 1.9%

Labor Management (excl Long-Term Care)

2,330 2,396 2.8% 2,440 4.5% Employed Full Time Equivalents 2,389 2,387 -0.1% 2,486 3.9%

41 17 -135.7% 35 -15.3% Contract Full Time Equivalents 46 17 -162.2% 41 -12.4%

2,371 2,414 1.8% 2,475 4.2% Total Full Time Equivalents (excl Providers) 2,435 2,404 -1.3% 2,527 3.6%

2,371 2,414 1.8% 2,475 4.2% Full Time Equivalents 2,435 2,404 -1.3% 2,527 3.6%

4.25 4.38 3.0% 4.18 -1.5% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 4.31 4.42 2.4% 4.32 0.2%

119.2 118.2 -0.9% 117.8 -1.2% Man Hours per Adjusted Admission (incl Cont Lbr) 123.2 119.4 -3.2% 123.4 0.2%

$24.31 $24.04 -1.1% $23.81 -2.1% Average Hourly Rate (excl Providers & Cont Lbr) $24.16 $24.10 -0.2% $23.71 -1.9%

$50,567 $49,995 -1.1% $49,570 -2.0% Salary Expense per FTE (excl Providers & Cont Lbr) $50,249 $50,133 -0.2% $49,377 -1.8%

$3,619 $3,523 -2.7% $3,519 -2.8% Labor Exp (excl Providers) per Adjusted Admission $3,717 $3,579 -3.9% $3,644 -2.0%

34.4% 34.8% 1.2% 35.9% 4.3% Labor Exp % of Net Revenue 36.5% 35.8% -1.8% 36.5% -0.1%

Patient Resource Management

4.87 4.73 -3.0% 4.85 -0.3% Overall Medicare Average Length of Stay 4.83 4.72 -2.1% 4.89 1.4%

4.93 4.74 -4.1% 4.93 0.1% Overall Average Length of Stay 5.01 4.74 -5.7% 5.01 -0.1%

4.87 4.73 -3.0% 4.85 -0.3% Acute Medicare Average Length of Stay 4.82 4.72 -2.1% 4.90 1.5%

2.68 2.64 -1.6% 2.80 4.1% Acute Medicare Average Length of Stay - Acuity Adjusted 2.69 2.64 -2.0% 2.82 4.6%

4.93 4.74 -4.1% 4.93 0.1% Acute Overall Average Length of Stay 5.01 4.74 -5.7% 5.01 -0.1%

2.77 2.71 -2.3% 3.07 9.7% Acute Overall Average Length of Stay - Acuity Adjusted 2.84 2.71 -4.9% 3.04 6.5%

1.15 1.10 -5.2% 1.08 -7.2% Observation Average Length of Stay 1.18 1.10 -7.2% 1.04 -12.7%

1.81 1.79 1.3% 1.73 4.7% Overall Medicare Case Mix Index 1.79 1.79 0.1% 1.74 3.2%

1.75 1.67 4.6% 1.56 11.7% Overall Case Mix Index 1.72 1.67 3.4% 1.61 7.3%

1.81 1.79 1.3% 1.73 4.7% Acute Medicare Case Mix Index 1.79 1.79 0.1% 1.74 3.2%

1.78 1.75 1.7% 1.61 10.6% Acute Overall Case Mix Index 1.76 1.75 0.8% 1.65 7.0%

21.2% 21.3% 0.5% 22.7% 6.6% Supply Expense % of Net Revenue 22.1% 21.8% -1.4% 22.2% 0.1%

$2,230 $2,156 -3.4% $2,222 -0.4% Supply Expense per Adjusted Admission $2,254 $2,180 -3.4% $2,215 -1.8%
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Johnson City Medical Center
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

128,431,041 125,186,636 2.6% 121,771,680 5.5% Inpatient Revenue 391,040,733 376,472,086 3.9% 370,107,498 5.7%

84,104,841 82,674,909 1.7% 81,568,899 3.1% Outpatient Revenue 263,817,381 251,639,895 4.8% 238,110,223 10.8%

212,535,882 207,861,545 2.2% 203,340,579 4.5% Total Gross Patient Revenue 654,858,115 628,111,981 4.3% 608,217,721 7.7%

Deductions from Revenue

165,718,803 159,176,979 -4.1% 154,936,806 -7.0% Contractual Adjustments 512,563,305 481,932,158 -6.4% 461,175,879 -11.1%

1,832,095 2,951,048 37.9% 2,537,037 27.8% Charity 9,159,622 8,917,489 -2.7% 8,253,416 -11.0%

2,319,874 3,549,311 34.6% 4,706,502 50.7% Contra Revenue - Charity 8,846,654 11,108,432 20.4% 11,287,428 21.6%

514,155 624,055 17.6% 863,405 40.5% Provision for Bad Debt 1,583,330 1,953,131 18.9% 1,937,172 18.3%

6,383,590 6,221,147 -2.6% 5,085,184 -25.5% Uninsured Discount 17,183,750 18,784,199 8.5% 18,158,824 5.4%

176,768,517 172,522,540 -2.5% 168,128,933 -5.1% Total Deductions 549,336,661 522,695,410 -5.1% 500,812,718 -9.7%

35,767,365 35,339,005 1.2% 35,211,646 1.6% Net Patient Service Revenue 105,521,454 105,416,571 0.1% 107,405,003 -1.8%

171,464 170,461 0.6% 348,307 -50.8% Other Operating Revenue 704,617 594,453 18.5% 1,191,010 -40.8%

35,938,829 35,509,466 1.2% 35,559,953 1.1% Total Operating Revenue 106,226,070 106,011,025 0.2% 108,596,013 -2.2%

Operating Expense

8,959,773 9,121,132 1.8% 9,275,919 3.4% Salaries 28,059,788 27,924,870 -0.5% 28,916,192 3.0%

0 0 0.0% 0 0.0% Provider Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

318,995 207,970 -53.4% 269,787 -18.2% Contract Labor - Other 1,028,148 654,314 -57.1% 846,862 -21.4%

2,011,114 2,016,690 0.3% 2,171,343 7.4% Employee Benefits 6,305,222 6,263,756 -0.7% 6,544,818 3.7%

5,191,296 5,396,450 3.8% 5,704,772 9.0% Fees 16,414,283 16,557,692 0.9% 16,981,081 3.3%

7,579,393 7,528,034 -0.7% 7,990,745 5.1% Supplies 23,364,201 23,021,684 -1.5% 23,814,822 1.9%

471,332 477,574 1.3% 486,316 3.1% Utilities 1,510,469 1,532,604 1.4% 1,538,257 1.8%

2,099,960 2,097,109 -0.1% 2,047,062 -2.6% Other Expense 6,059,853 6,476,193 6.4% 6,312,575 4.0%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

1,587,803 1,656,029 4.1% 1,616,190 1.8% Depreciation 4,780,465 4,992,899 4.3% 4,785,679 0.1%

3,966 3,966 0.0% 3,966 0.0% Amortization 11,897 11,897 0.0% 11,897 0.0%

1,346,973 1,355,944 0.7% 1,373,243 1.9% Interest & Taxes 4,115,417 4,160,155 1.1% 4,194,260 1.9%

29,570,606 29,860,897 1.0% 30,939,342 4.4% Total Operating Expense 91,649,743 91,596,064 -0.1% 93,946,444 2.4%

6,368,223 5,648,569 12.7% 4,620,611 37.8% Net Operating Income before Support Allocation 14,576,327 14,414,961 1.1% 14,649,568 -0.5%

1,012,880 954,510 -6.1% 941,537 -7.6% Support Allocation - Salaries, Contract Labor & Benefits 3,130,321 2,948,428 -6.2% 2,869,430 -9.1%

586,684 540,119 -8.6% 496,363 -18.2% Support Allocation - Other 1,653,990 1,594,322 -3.7% 1,629,287 -1.5%

4,768,659 4,153,939 14.8% 3,182,711 49.8% Net Operating Income after Support Allocation 9,792,017 9,872,211 -0.8% 10,150,852 -3.5%

28,087 0 100.0% 3,493 704.2% Net Investment Income 87,484 0 100.0% 9,546 816.4%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 41,267 -100.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (1,522) 100.0% Incentive Pay 0 0 0.0% (1,522) 100.0%

(121,051) (6,084) -1889.7% 109,620 -210.4% Other Non Operating Income / (Expense) (151,658) 112,540 -234.8% 141,103 -207.5%

(92,964) (6,084) -1428.1% 111,591 -183.3% Total Non Operating Income  / (Expense) (64,174) 112,540 -157.0% 190,394 -133.7%

4,675,695 4,147,856 12.7% 3,294,302 41.9% Total Revenue Over Expense Before CFV of Derivatives 9,727,843 9,984,751 -2.6% 10,341,245 -5.9%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

4,675,695 4,147,856 12.7% 3,294,302 41.9% Total Excess Revenue Over Expense 9,727,843 9,984,751 -2.6% 10,341,245 -5.9%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

4,675,695 4,147,856 12.7% 3,294,302 41.9% Increase in Unrestricted Net Assets Before Change in Accounting Principle 9,727,843 9,984,751 -2.6% 10,341,245 -5.9%

9,214,001 8,658,423 6.4% 7,725,600 19.3% EBITDA before Support Allocation 23,419,933 23,692,451 -1.2% 23,831,799 -1.7%

1,599,564 1,494,630 7.0% 1,437,900 11.2% Support Allocation 4,784,311 4,542,750 5.3% 4,498,717 6.3%

7,614,437 7,163,794 6.3% 6,287,700 21.1% EBITDA after Support Allocation 18,635,622 19,149,702 -2.7% 19,333,082 -3.6%
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Franklin Woods Community Hospital
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

52 44 16.6% 78 -33.5% Average Daily Census 51 43 18.4% 77 -33.5%

64.6% 55.4% 16.6% 68.2% -5.2% Occupancy Percent 63.7% 53.8% 18.4% 67.2% -5.2%
1,551 1,330 16.6% 2,332 -33.5% Patient Days 4,685 3,958 18.4% 7,046 -33.5%

429 428 0.2% 484 -11.4% Admissions 1,292 1,274 1.4% 1,550 -16.6%

277 248 11.7% 232 19.4% Observation Visits 836 736 13.6% 708 18.1%

195 158 23.4% 150 30.0% Observation Visits (excl OB) 573 470 21.9% 455 25.9%

624 586 6.5% 576 8.3% Acute Admissions and Observation Visits (excl OB) 1,865 1,744 6.9% 1,822 2.4%

31.3% 27.0% 15.9% 26.0% 20.0% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 30.7% 26.9% 14.0% 25.0% 23.0%

9.4% 8.4% 11.4% 5.4% 73.3% Observation (excl OB) % of Occupancy 9.3% 8.1% 15.1% 5.3% 76.0%

4,005 3,507 14.2% 5,365 -25.3% Adjusted Patient Days 12,082 10,507 15.0% 16,383 -26.3%

1,108 1,129 -1.8% 1,113 -0.5% Adjusted Admissions 3,332 3,382 -1.5% 3,604 -7.6%

4,396 4,246 3.5% 4,190 4.9% Outpatient Visits 13,174 12,924 1.9% 12,755 3.3%

2,139 2,173 -1.6% 2,190 -2.3% ED Visits 6,612 6,593 0.3% 6,646 -0.5%

100 84 19.0% 90 11.1% IP Surgery Cases 285 255 11.8% 262 8.8%

448 365 22.7% 371 20.8% OP Surgery Cases 1,323 1,108 19.4% 1,121 18.0%

Revenue By Source

21.7% 17.7% 4.1% 18.8% 3.0% Medicare 20.9% 17.7% 3.3% 19.5% 1.4%

17.9% 20.8% -2.9% 21.8% -3.9% Managed Medicare 18.9% 20.8% -1.9% 21.5% -2.6%

0.2% 0.4% -0.2% 0.4% -0.3% Medicaid 0.1% 0.4% -0.2% 0.5% -0.4%

12.3% 14.6% -2.3% 14.2% -1.9% TennCare 13.5% 14.6% -1.1% 13.8% -0.3%

23.2% 23.2% 0.1% 21.1% 2.2% Blue Cross 23.1% 23.2% -0.1% 21.3% 1.8%

5.1% 5.0% 0.0% 5.1% -0.1% United - River Valley 4.5% 5.1% -0.6% 4.3% 0.2%

10.5% 9.3% 1.3% 8.7% 1.8% Managed Care / Commercial 9.6% 9.3% 0.3% 8.5% 1.1%

5.5% 7.3% -1.8% 7.1% -1.6% Charity / Self Pay 6.0% 7.3% -1.3% 7.5% -1.5%

3.5% 1.7% 1.8% 2.8% 0.7% Other Patient Revenue 3.3% 1.7% 1.6% 3.1% 0.2%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$9,904 $10,104 -2.0% $6,777 46.1% IP Revenue per Patient Day $9,711 $10,193 -4.7% $6,763 43.6%

$5,529 $5,180 6.7% $4,905 12.7% OP Revenue per Outpatient Visit $5,453 $5,165 5.6% $4,951 10.1%

$1,656 $1,727 -4.1% $1,130 46.5% Operating Revenue per Adjusted Patient Day $1,593 $1,729 -7.8% $1,153 38.2%

$1,305 $1,431 8.8% $1,028 -27.0% Operating Expense per Adjusted Patient Day $1,277 $1,455 12.2% $1,006 -26.9%

$5,986 $5,367 11.5% $5,447 9.9% Operating Revenue per Adjusted Admission $5,778 $5,371 7.6% $5,243 10.2%

$4,717 $4,447 -6.1% $4,952 4.7% Operating Expense per Adjusted Admission $4,631 $4,521 -2.4% $4,574 -1.2%

16.7% 17.1% -2.2% 16.6% 0.8% Net Revenue % of Gross Revenue 16.4% 16.9% -3.3% 16.9% -3.2%

$5,978 $5,360 11.5% $5,407 10.6% Net Revenue per Adjusted Admission $5,769 $5,364 7.5% $5,204 10.9%

Labor Management (excl Long-Term Care)

420 410 -2.6% 490 14.2% Employed Full Time Equivalents 423 407 -3.8% 491 13.9%

3 2 -30.1% 12 74.8% Contract Full Time Equivalents 3 2 -17.8% 8 66.2%

423 412 -2.8% 501 15.6% Total Full Time Equivalents (excl Providers) 425 409 -3.9% 499 14.7%

0 0 0.0% 0 0.0% Employed Provider Full Time Equivalents 0 0 100.0% 0 100.0%

0 0 0.0% 0 0.0% Total Provider Full Time Equivalents 0 0 100.0% 0 100.0%

423 412 -2.8% 501 15.6% Full Time Equivalents 425 409 -3.9% 499 14.7%

3.17 3.52 10.0% 2.80 -13.1% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 3.24 3.58 9.6% 2.80 -15.7%

65.3 62.4 -4.7% 77.1 15.2% Man Hours per Adjusted Admission (incl Cont Lbr) 67.0 63.5 -5.5% 72.7 7.8%

$25.85 $25.08 -3.1% $24.18 -6.9% Average Hourly Rate (excl Providers & Cont Lbr) $25.10 $25.02 -0.3% $23.90 -5.0%

$53,761 $52,156 -3.1% $50,357 -6.8% Salary Expense per FTE (excl Providers & Cont Lbr) $52,208 $52,049 -0.3% $49,766 -4.9%

$2,073 $1,972 -5.1% $2,371 12.6% Labor Exp (excl Providers) per Adjusted Admission $2,079 $2,008 -3.5% $2,171 4.2%

34.7% 36.8% 5.8% 43.9% 20.9% Labor Exp % of Net Revenue 36.0% 37.4% 3.7% 41.7% 13.6%

Patient Resource Management

3.92 4.42 11.3% 6.92 43.4% Overall Medicare Average Length of Stay 4.31 4.41 2.2% 5.97 27.8%

3.62 3.11 -16.3% 4.82 25.0% Overall Average Length of Stay 3.63 3.11 -16.7% 4.55 20.2%

3.92 4.42 11.3% 4.57 14.2% Acute Medicare Average Length of Stay 4.31 4.41 2.2% 4.09 -5.5%

2.85 3.48 18.0% 3.65 21.8% Acute Medicare Average Length of Stay - Acuity Adjusted 3.35 3.47 3.6% 3.41 1.8%

3.62 3.11 -16.3% 3.59 -0.7% Acute Overall Average Length of Stay 3.63 3.11 -16.7% 3.29 -10.4%

3.03 2.70 -12.0% 3.33 9.3% Acute Overall Average Length of Stay - Acuity Adjusted 3.12 2.70 -15.4% 3.10 -0.6%

1.15 1.28 9.7% 1.23 6.4% Observation Average Length of Stay 1.20 1.27 5.6% 1.22 1.9%

1.37 1.25 10.3% 1.25 9.9% Overall Medicare Case Mix Index 1.29 1.25 3.4% 1.21 6.9%

1.09 1.05 3.6% 1.03 6.0% Overall Case Mix Index 1.05 1.05 0.3% 1.01 4.4%

1.37 1.27 8.2% 1.25 9.7% Acute Medicare Case Mix Index 1.29 1.27 1.5% 1.20 7.5%

1.19 1.15 3.9% 1.08 10.9% Acute Overall Case Mix Index 1.16 1.15 1.2% 1.06 9.7%

14.3% 13.7% -4.3% 15.7% 9.2% Supply Expense % of Net Revenue 14.7% 13.8% -6.7% 15.1% 2.6%

$854 $733 -16.4% $850 -0.4% Supply Expense per Adjusted Admission $850 $740 -14.8% $787 -8.0%
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Franklin Woods Community Hospital
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

15,360,509 13,438,207 14.3% 15,803,061 -2.8% Inpatient Revenue 45,495,915 40,342,804 12.8% 47,652,187 -4.5%

24,306,496 21,995,825 10.5% 20,553,542 18.3% Outpatient Revenue 71,834,496 66,754,702 7.6% 63,149,399 13.8%

39,667,005 35,434,033 11.9% 36,356,603 9.1% Total Gross Patient Revenue 117,330,411 107,097,506 9.6% 110,801,586 5.9%

Deductions from Revenue

31,045,556 27,060,744 -14.7% 27,883,663 -11.3% Contractual Adjustments 91,007,315 81,833,838 -11.2% 84,541,809 -7.6%

160,222 294,102 45.5% 360,676 55.6% Charity 578,565 888,909 34.9% 944,773 38.8%

487,591 708,678 31.2% 836,341 41.7% Contra Revenue - Charity 1,941,126 2,223,491 12.7% 2,315,833 16.2%

130,941 99,347 -31.8% 98,924 -32.4% Provision for Bad Debt 303,291 311,704 2.7% 343,471 11.7%

1,220,381 1,222,207 0.1% 1,156,591 -5.5% Uninsured Discount 4,277,406 3,696,832 -15.7% 3,899,059 -9.7%

33,044,691 29,385,078 -12.5% 30,336,196 -8.9% Total Deductions 98,107,702 88,954,775 -10.3% 92,044,944 -6.6%

6,622,314 6,048,954 9.5% 6,020,407 10.0% Net Patient Service Revenue 19,222,709 18,142,732 6.0% 18,756,641 2.5%

9,115 7,685 18.6% 44,236 -79.4% Other Operating Revenue 29,138 23,088 26.2% 138,474 -79.0%

6,631,428 6,056,640 9.5% 6,064,643 9.3% Total Operating Revenue 19,251,846 18,165,820 6.0% 18,895,116 1.9%

Operating Expense

1,693,101 1,590,718 -6.4% 1,867,102 9.3% Salaries 5,066,185 4,832,505 -4.8% 5,666,430 10.6%

0 0 0.0% 0 0.0% Provider Salaries 145 0 100.0% 0 100.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

13,407 29,252 54.2% 92,355 85.5% Contract Labor - Other 51,007 93,006 45.2% 201,282 74.7%

366,177 390,538 6.2% 461,147 20.6% Employee Benefits 1,123,413 1,201,769 6.5% 1,283,723 12.5%

602,177 579,367 -3.9% 556,774 -8.2% Fees 1,467,860 1,771,924 17.2% 1,594,524 7.9%

945,558 827,793 -14.2% 946,565 0.1% Supplies 2,830,901 2,503,122 -13.1% 2,835,349 0.2%

121,222 128,354 5.6% 134,197 9.7% Utilities 382,156 385,915 1.0% 397,377 3.8%

360,912 366,772 1.6% 335,430 -7.6% Other Expense 1,148,235 1,149,962 0.2% 1,101,515 -4.2%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

453,936 458,604 1.0% 452,648 -0.3% Depreciation 1,358,888 1,376,143 1.3% 1,385,411 1.9%

602 602 0.0% 602 0.0% Amortization 1,807 1,807 0.0% 1,807 0.0%

324,308 322,303 -0.6% 330,940 2.0% Interest & Taxes 986,296 988,397 0.2% 1,016,461 3.0%

4,881,400 4,694,304 -4.0% 5,177,759 5.7% Total Operating Expense 14,416,894 14,304,549 -0.8% 15,483,879 6.9%

1,750,028 1,362,336 28.5% 886,884 97.3% Net Operating Income before Support Allocation 4,834,953 3,861,270 25.2% 3,411,237 41.7%

223,799 215,265 -4.0% 219,382 -2.0% Support Allocation - Salaries, Contract Labor & Benefits 685,248 662,883 -3.4% 672,351 -1.9%

120,910 109,296 -10.6% 116,779 -3.5% Support Allocation - Other 328,503 322,349 -1.9% 328,701 0.1%

1,405,320 1,037,775 35.4% 550,723 155.2% Net Operating Income after Support Allocation 3,821,201 2,876,039 32.9% 2,410,185 58.5%

6 0 100.0% 88 -93.4% Net Investment Income 55 0 100.0% 536 -89.8%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (298) 100.0% Incentive Pay 0 0 0.0% (298) 100.0%

(40) (31) -30.8% 1 -3200.8% Other Non Operating Income / (Expense) 4,685 (100) 4795.3% 17,124 -72.6%

(34) (31) -12.0% (209) 83.6% Total Non Operating Income  / (Expense) 4,740 (100) 4850.2% 17,362 -72.7%

1,405,285 1,037,744 35.4% 550,514 155.3% Total Revenue Over Expense Before CFV of Derivatives 3,825,941 2,875,939 33.0% 2,427,548 57.6%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

1,405,285 1,037,744 35.4% 550,514 155.3% Total Excess Revenue Over Expense 3,825,941 2,875,939 33.0% 2,427,548 57.6%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

1,405,285 1,037,744 35.4% 550,514 155.3% Increase in Unrestricted Net Assets Before Change in Accounting Principle 3,825,941 2,875,939 33.0% 2,427,548 57.6%

2,528,841 2,143,815 18.0% 1,670,865 51.3% EBITDA before Support Allocation 7,186,684 6,227,517 15.4% 5,832,278 23.2%

344,709 324,561 6.2% 336,161 2.5% Support Allocation 1,013,752 985,231 2.9% 1,001,051 1.3%

2,184,132 1,819,254 20.1% 1,334,704 63.6% EBITDA after Support Allocation 6,172,932 5,242,286 17.8% 4,831,227 27.8%
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Woodridge Psychiatric Hospital
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

75 75 0.0% 74 1.5% Average Daily Census 75 74 1.8% 73 3.4%

89.1% 89.1% 0.0% 87.8% 1.5% Occupancy Percent 89.9% 88.3% 1.8% 86.9% 3.4%
2,245 2,245 0.0% 2,212 1.5% Patient Days 6,945 6,821 1.8% 6,719 3.4%

429 419 2.4% 454 -5.5% Admissions 1,292 1,251 3.3% 1,280 0.9%

2,259 2,262 -0.1% 2,231 1.3% Adjusted Patient Days 6,983 6,876 1.6% 6,785 2.9%

432 422 2.3% 458 -5.7% Adjusted Admissions 1,299 1,261 3.0% 1,293 0.5%

329 362 -9.1% 365 -9.9% Outpatient Visits 991 1,175 -15.7% 1,186 -16.4%

3 2 50.0% 0 100.0% ED Visits 3 6 -50.0% 12 -75.0%

Revenue By Source

15.5% 15.4% 0.1% 14.8% 0.7% Medicare 14.5% 15.4% -0.9% 15.0% -0.5%

14.8% 13.5% 1.4% 11.6% 3.2% Managed Medicare 14.3% 13.5% 0.8% 13.8% 0.4%

1.2% 2.1% -0.9% 2.7% -1.5% Medicaid 1.1% 2.1% -1.0% 2.5% -1.4%

27.6% 31.4% -3.8% 33.8% -6.1% TennCare 29.3% 31.4% -2.0% 30.8% -1.5%

9.3% 8.9% 0.4% 7.1% 2.2% Blue Cross 8.6% 8.9% -0.3% 8.1% 0.5%

1.3% 1.8% -0.5% 2.5% -1.2% United - River Valley 1.4% 1.9% -0.4% 2.3% -0.9%

3.7% 4.2% -0.5% 5.1% -1.5% Managed Care / Commercial 4.4% 4.2% 0.3% 4.2% 0.2%

24.6% 21.3% 3.3% 20.8% 3.8% Charity / Self Pay 24.2% 21.3% 2.9% 22.0% 2.2%

1.9% 1.4% 0.6% 1.6% 0.3% Other Patient Revenue 2.0% 1.4% 0.6% 1.1% 0.9%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$2,847 $2,753 3.4% $2,674 6.5% IP Revenue per Patient Day $2,797 $2,753 1.6% $2,615 6.9%

$123 $128 -4.5% $138 -11.4% OP Revenue per Outpatient Visit $108 $128 -16.0% $145 -25.7%

$694 $718 -3.3% $675 2.9% Operating Revenue per Adjusted Patient Day $683 $706 -3.3% $720 -5.1%

$647 $665 2.6% $752 13.9% Operating Expense per Adjusted Patient Day $641 $670 4.3% $729 12.1%

$3,633 $3,847 -5.6% $3,287 10.5% Operating Revenue per Adjusted Admission $3,670 $3,848 -4.6% $3,778 -2.9%

$3,388 $3,560 4.8% $3,665 7.6% Operating Expense per Adjusted Admission $3,447 $3,653 5.6% $3,828 10.0%

21.2% 21.6% -1.8% 21.4% -1.1% Net Revenue % of Gross Revenue 20.6% 21.2% -2.9% 23.1% -10.7%

$3,160 $3,185 -0.8% $2,794 13.1% Net Revenue per Adjusted Admission $3,095 $3,183 -2.8% $3,165 -2.2%

Labor Management (excl Long-Term Care)

199 210 5.1% 219 9.2% Employed Full Time Equivalents 203 209 2.9% 223 8.9%

2 1 -123.3% 0 -229.2% Contract Full Time Equivalents 2 1 -115.1% 1 -173.6%

201 211 4.7% 220 8.7% Total Full Time Equivalents (excl Providers) 205 210 2.5% 224 8.5%

0 0 100.0% 0 100.0% Employed Provider Full Time Equivalents 0 0 100.0% 0 100.0%

0 0 100.0% 0 100.0% Total Provider Full Time Equivalents 0 0 100.0% 0 100.0%

201 211 4.6% 220 8.6% Full Time Equivalents 205 210 2.5% 224 8.4%

2.67 2.79 4.5% 2.95 9.8% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 2.70 2.81 4.0% 3.04 11.0%

79.5 85.3 6.7% 82.1 3.2% Man Hours per Adjusted Admission (incl Cont Lbr) 82.7 87.4 5.3% 90.9 9.0%

$20.30 $20.49 0.9% $19.63 -3.4% Average Hourly Rate (excl Providers & Cont Lbr) $19.90 $20.58 3.3% $19.22 -3.5%

$42,217 $42,615 0.9% $40,870 -3.3% Salary Expense per FTE (excl Providers & Cont Lbr) $41,382 $42,810 3.3% $40,025 -3.4%

$1,986 $2,151 7.7% $2,071 4.1% Labor Exp (excl Providers) per Adjusted Admission $2,036 $2,218 8.2% $2,196 7.3%

62.9% 67.5% 6.9% 74.1% 15.2% Labor Exp % of Net Revenue 65.8% 69.7% 5.6% 69.4% 5.2%

Patient Resource Management

6.55 6.22 -5.2% 5.03 -30.2% Overall Medicare Average Length of Stay 6.02 6.30 4.4% 5.37 -12.0%

5.23 5.36 2.3% 4.87 -7.4% Overall Average Length of Stay 5.38 5.45 1.4% 5.25 -2.4%

1.02 1.02 -0.7% 1.01 0.9% Overall Medicare Case Mix Index 1.03 1.02 0.5% 1.00 3.0%

1.04 0.99 5.3% 0.90 15.2% Overall Case Mix Index 1.04 0.99 5.2% 0.90 15.3%

3.1% 4.1% 25.8% 6.4% 52.4% Supply Expense % of Net Revenue 3.6% 4.2% 13.8% 6.2% 41.5%

$97 $131 26.4% $179 46.1% Supply Expense per Adjusted Admission $112 $133 16.1% $195 42.8%
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Woodridge Psychiatric Hospital
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

6,392,443 6,180,426 3.4% 5,915,109 8.1% Inpatient Revenue 19,422,747 18,775,615 3.4% 17,573,213 10.5%

40,320 46,458 -13.2% 50,508 -20.2% Outpatient Revenue 106,826 150,785 -29.2% 172,020 -37.9%

6,432,763 6,226,884 3.3% 5,965,617 7.8% Total Gross Patient Revenue 19,529,573 18,926,400 3.2% 17,745,233 10.1%

Deductions from Revenue

3,576,614 3,683,953 2.9% 3,433,361 -4.2% Contractual Adjustments 10,841,480 11,223,916 3.4% 9,830,812 -10.3%

1,442,004 1,142,633 -26.2% 1,206,039 -19.6% Charity 4,341,534 3,472,994 -25.0% 3,633,515 -19.5%

42,279 47,251 10.5% 20,029 -111.1% Contra Revenue - Charity 274,280 182,990 -49.9% 142,964 -91.9%

4,675 8,290 43.6% 4,359 -7.3% Provision for Bad Debt 19,786 32,104 38.4% 19,580 -1.1%

3,069 55 -5529.4% 22,655 86.5% Uninsured Discount 31,200 166 -  27,876 -11.9%

5,068,641 4,882,182 -3.8% 4,686,443 -8.2% Total Deductions 15,508,280 14,912,170 -4.0% 13,654,746 -13.6%

1,364,122 1,344,702 1.4% 1,279,175 6.6% Net Patient Service Revenue 4,021,293 4,014,230 0.2% 4,090,487 -1.7%

204,441 279,390 -26.8% 225,961 -9.5% Other Operating Revenue 745,847 838,179 -11.0% 792,671 -5.9%

1,568,562 1,624,092 -3.4% 1,505,135 4.2% Total Operating Revenue 4,767,140 4,852,409 -1.8% 4,883,158 -2.4%

Operating Expense

643,005 682,779 5.8% 689,183 6.7% Salaries 1,973,485 2,099,688 6.0% 2,107,464 6.4%

386 0 100.0% 0 100.0% Provider Salaries 386 0 100.0% 0 100.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

11,895 10,607 -12.1% 10,078 -18.0% Contract Labor - Other 42,986 33,993 -26.5% 26,553 -61.9%

136,249 147,560 7.7% 184,901 26.3% Employee Benefits 426,024 457,690 6.9% 507,829 16.1%

383,113 355,359 -7.8% 441,653 13.3% Fees 1,159,955 1,081,923 -7.2% 1,219,965 4.9%

41,696 55,363 24.7% 82,065 49.2% Supplies 145,138 168,015 13.6% 252,482 42.5%

13,683 13,299 -2.9% 12,724 -7.5% Utilities 41,370 44,206 6.4% 41,570 0.5%

57,706 63,888 9.7% 56,558 -2.0% Other Expense 169,899 191,225 11.2% 186,555 8.9%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

51,898 53,936 3.8% 48,828 -6.3% Depreciation 153,316 161,866 5.3% 145,373 -5.5%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

23,708 20,383 -16.3% 55,172 57.0% Interest & Taxes 73,216 65,289 -12.1% 169,910 56.9%

1,363,339 1,403,174 2.8% 1,581,161 13.8% Total Operating Expense 4,185,774 4,303,895 2.7% 4,657,701 10.1%

205,223 220,918 -7.1% (76,026) 369.9% Net Operating Income before Support Allocation 581,366 548,515 6.0% 225,457 157.9%

66,196 67,049 1.3% 64,193 -3.1% Support Allocation - Salaries, Contract Labor & Benefits 202,166 206,094 1.9% 196,594 -2.8%

33,027 32,832 -0.6% 32,603 -1.3% Support Allocation - Other 90,031 96,282 6.5% 93,410 3.6%

106,000 121,037 -12.4% (172,822) 161.3% Net Operating Income after Support Allocation 289,169 246,138 17.5% (64,548) 548.0%

0 0 0.0% 0 0.0% Net Investment Income 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (134) 100.0% Incentive Pay 0 0 0.0% (134) 100.0%

(6,935) 0 100.0% 0 100.0% Other Non Operating Income / (Expense) (22,424) 0 100.0% 0 100.0%

(6,935) 0 100.0% (134) -5090.0% Total Non Operating Income  / (Expense) (22,424) 0 100.0% (134) -  

99,065 121,037 -18.2% (172,956) 157.3% Total Revenue Over Expense Before CFV of Derivatives 266,745 246,138 8.4% (64,681) 512.4%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

99,065 121,037 -18.2% (172,956) 157.3% Total Excess Revenue Over Expense 266,745 246,138 8.4% (64,681) 512.4%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

99,065 121,037 -18.2% (172,956) 157.3% Increase in Unrestricted Net Assets Before Change in Accounting Principle 266,745 246,138 8.4% (64,681) 512.4%

273,894 295,237 -7.2% 27,840 883.8% EBITDA before Support Allocation 785,473 775,669 1.3% 540,606 45.3%

99,223 99,881 -0.7% 96,796 2.5% Support Allocation 292,197 302,376 -3.4% 290,005 0.8%

174,671 195,356 -10.6% (68,956) 353.3% EBITDA after Support Allocation 493,276 473,293 4.2% 250,601 96.8%

17 MSHA6906



Northeast Market
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

124 126 -1.7% 121 2.4% Average Daily Census 124 126 -1.7% 120 3.0%

48.8% 49.7% -1.7% 47.7% 2.4% Occupancy Percent 48.8% 49.7% -1.7% 47.4% 3.0%
3,722 3,786 -1.7% 3,634 2.4% Patient Days 11,411 11,606 -1.7% 11,075 3.0%

988 1,016 -2.8% 1,020 -3.1% Admissions 2,991 3,110 -3.8% 3,062 -2.3%

387 494 -21.7% 452 -14.4% Observation Visits 1,377 1,514 -9.0% 1,546 -10.9%

311 403 -22.8% 369 -15.7% Observation Visits (excl OB) 1,129 1,237 -8.7% 1,262 -10.5%

1,232 1,341 -8.1% 1,313 -6.2% Acute Admissions and Observation Visits (excl OB) 3,892 4,109 -5.3% 4,108 -5.3%

25.2% 30.1% -16.0% 28.1% -10.2% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 29.0% 30.1% -3.6% 30.7% -5.6%

3.3% 4.9% -32.9% 4.1% -20.3% Observation (excl OB) % of Occupancy 4.0% 4.9% -18.2% 4.9% -18.5%

10,378 10,640 -2.5% 10,510 -1.3% Adjusted Patient Days 31,710 32,594 -2.7% 31,597 0.4%

2,755 2,855 -3.5% 2,950 -6.6% Adjusted Admissions 8,312 8,734 -4.8% 8,736 -4.9%

29,218 28,813 1.4% 29,324 -0.4% Outpatient Visits 88,862 87,956 1.0% 87,690 1.3%

6,169 6,093 1.2% 6,143 0.4% ED Visits 18,532 18,971 -2.3% 18,596 -0.3%

110 132 -16.7% 113 -2.7% Home Health Episodes 319 390 -18.2% 357 -10.6%

132 133 -0.8% 138 -4.3% IP Surgery Cases 437 401 9.0% 421 3.8%

560 611 -8.3% 574 -2.4% OP Surgery Cases 1,733 1,829 -5.2% 1,753 -1.1%

Revenue By Source

37.8% 37.1% 0.7% 37.7% 0.2% Medicare 38.2% 37.1% 1.1% 39.2% -1.0%

15.1% 14.7% 0.4% 14.5% 0.6% Managed Medicare 14.9% 14.7% 0.2% 14.5% 0.4%

12.9% 13.5% -0.6% 13.2% -0.3% Medicaid 11.9% 13.5% -1.5% 12.6% -0.6%

0.3% 0.4% 0.0% 0.6% -0.2% TennCare 0.3% 0.4% 0.0% 0.3% 0.0%

18.0% 17.9% 0.1% 17.8% 0.2% Blue Cross 17.9% 17.9% 0.0% 16.9% 1.0%

1.0% 1.3% -0.2% 1.1% -0.1% United - River Valley 1.0% 1.3% -0.2% 1.2% -0.1%

4.4% 5.9% -1.5% 5.6% -1.2% Managed Care / Commercial 4.9% 5.9% -1.0% 5.6% -0.7%

7.7% 7.8% -0.1% 7.7% 0.0% Charity / Self Pay 8.1% 7.8% 0.3% 7.7% 0.3%

2.7% 1.4% 1.2% 1.7% 0.9% Other Patient Revenue 2.7% 1.4% 1.3% 2.0% 0.8%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$8,984 $8,803 2.1% $8,331 7.8% IP Revenue per Patient Day $9,001 $8,814 2.1% $8,242 9.2%

$2,047 $2,094 -2.3% $1,953 4.8% OP Revenue per Outpatient Visit $2,056 $2,103 -2.3% $1,929 6.6%

$1,748 $1,750 -0.1% $1,759 -0.6% Operating Revenue per Adjusted Patient Day $1,767 $1,747 1.1% $1,638 7.8%

$1,599 $1,615 1.0% $1,643 2.7% Operating Expense per Adjusted Patient Day $1,632 $1,614 -1.1% $1,606 -1.6%

$6,585 $6,521 1.0% $6,267 5.1% Operating Revenue per Adjusted Admission $6,740 $6,521 3.4% $5,926 13.7%

$6,023 $6,017 -0.1% $5,853 -2.9% Operating Expense per Adjusted Admission $6,227 $6,024 -3.4% $5,810 -7.2%

19.2% 19.7% -2.7% 20.6% -7.0% Net Revenue % of Gross Revenue 19.4% 19.6% -1.2% 19.5% -0.4%

$6,483 $6,455 0.4% $6,112 6.1% Net Revenue per Adjusted Admission $6,662 $6,458 3.2% $5,808 14.7%

Labor Management (excl Long-Term Care)

1,248 1,328 6.0% 1,341 7.0% Employed Full Time Equivalents 1,292 1,332 3.0% 1,351 4.4%

4 4 12.8% 10 63.8% Contract Full Time Equivalents 5 4 -19.9% 10 48.0%

1,251 1,332 6.1% 1,351 7.4% Total Full Time Equivalents (excl Providers) 1,297 1,336 2.9% 1,361 4.7%

48 55 12.0% 43 -12.6% Employed Provider Full Time Equivalents 50 55 9.6% 41 -22.1%

0 2 100.0% 0 0.0% Contract Provider Full Time Equivalents (0) 2 102.4% 0 100.0%

48 57 15.5% 43 -12.6% Total Provider Full Time Equivalents 50 57 13.3% 41 -21.9%

1,299 1,389 6.5% 1,394 6.8% Full Time Equivalents 1,347 1,393 3.3% 1,402 3.9%

3.76 3.92 4.1% 3.98 5.6% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 3.91 3.93 0.6% 4.08 4.2%

80.6 83.2 3.0% 80.9 0.3% Man Hours per Adjusted Admission (incl Cont Lbr) 85.0 83.6 -1.6% 84.2 -0.9%

$24.05 $24.03 -0.1% $22.85 -5.2% Average Hourly Rate (excl Providers & Cont Lbr) $23.84 $23.94 0.4% $22.77 -4.7%

$50,017 $49,978 -0.1% $47,581 -5.1% Salary Expense per FTE (excl Providers & Cont Lbr) $49,591 $49,786 0.4% $47,415 -4.6%

$2,393 $2,446 2.2% $2,405 0.5% Labor Exp (excl Providers) per Adjusted Admission $2,511 $2,455 -2.3% $2,437 -3.0%

40.4% 41.7% 3.1% 42.7% 5.4% Labor Exp % of Net Revenue 41.3% 41.9% 1.5% 45.5% 9.3%

Patient Resource Management

3.82 3.91 2.4% 3.79 -0.8% Overall Medicare Average Length of Stay 4.09 3.92 -4.3% 3.89 -5.1%

3.77 3.73 -1.1% 3.56 -5.7% Overall Average Length of Stay 3.82 3.73 -2.2% 3.62 -5.5%

3.56 3.57 0.5% 3.56 0.1% Acute Medicare Average Length of Stay 3.71 3.59 -3.5% 3.57 -3.9%

2.46 2.55 3.5% 2.61 5.6% Acute Medicare Average Length of Stay - Acuity Adjusted 2.57 2.56 -0.3% 2.66 3.6%

3.45 3.34 -3.0% 3.24 -6.2% Acute Overall Average Length of Stay 3.46 3.35 -3.3% 3.25 -6.4%

2.53 2.47 -2.4% 2.47 -2.6% Acute Overall Average Length of Stay - Acuity Adjusted 2.57 2.47 -3.8% 2.55 -0.5%

0.81 0.93 13.0% 0.85 5.5% Observation Average Length of Stay 0.83 0.93 10.4% 0.91 8.8%

1.42 1.37 3.7% 1.35 4.7% Overall Medicare Case Mix Index 1.41 1.37 3.4% 1.33 6.0%

1.34 1.29 3.2% 1.28 4.3% Overall Case Mix Index 1.31 1.29 1.2% 1.24 5.6%

1.44 1.40 3.1% 1.36 5.8% Acute Medicare Case Mix Index 1.44 1.40 3.2% 1.34 7.8%

1.36 1.35 0.6% 1.32 3.5% Acute Overall Case Mix Index 1.35 1.35 -0.4% 1.27 5.8%

13.3% 14.9% 11.0% 13.4% 0.8% Supply Expense % of Net Revenue 14.4% 15.0% 4.0% 14.4% -0.1%

$863 $965 10.6% $820 -5.2% Supply Expense per Adjusted Admission $957 $966 0.9% $834 -14.8%

Operating Statistics (Long-Term Care) 

2,829 2,860 -1.1% 2,828 0.0% Nursing Home Patient Days 8,543 8,788 -2.8% 8,520 0.3%

28 28 0.0% 29 -3.4% Nursing Home Admissions 72 86 -16.3% 71 1.4%

78 80 2.4% 83 5.8% Nursing Home Full Time Equivalents 77 80 3.8% 82 5.7%
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Northeast Market
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

34,479,336 34,368,026 0.3% 31,222,869 10.4% Inpatient Revenue 105,638,117 105,509,536 0.1% 94,108,087 12.3%

59,866,828 60,379,051 -0.8% 57,328,707 4.4% Outpatient Revenue 182,935,942 185,140,662 -1.2% 169,283,967 8.1%

94,346,165 94,747,077 -0.4% 88,551,577 6.5% Total Gross Patient Revenue 288,574,059 290,650,198 -0.7% 263,392,054 9.6%

Deductions from Revenue

69,255,379 67,963,189 -1.9% 62,282,133 -11.2% Contractual Adjustments 209,050,985 208,373,415 -0.3% 188,081,677 -11.1%

1,347,688 1,014,310 -32.9% 697,502 -93.2% Charity 4,842,126 3,110,484 -55.7% 3,096,294 -56.4%

1,879,543 2,540,906 26.0% 2,818,924 33.3% Contra Revenue - Charity 6,025,742 8,015,529 24.8% 7,672,162 21.5%

244,323 328,323 25.6% 314,811 22.4% Provision for Bad Debt 805,060 1,033,578 22.1% 933,892 13.8%

3,160,295 3,878,911 18.5% 3,815,087 17.2% Uninsured Discount 10,771,807 11,900,123 9.5% 11,085,470 2.8%

75,887,228 75,725,639 -0.2% 69,928,457 -8.5% Total Deductions 231,495,719 232,433,128 0.4% 210,869,495 -9.8%

18,458,936 19,021,439 -3.0% 18,623,119 -0.9% Net Patient Service Revenue 57,078,339 58,217,070 -2.0% 52,522,559 8.7%

283,907 188,428 50.7% 456,950 -37.9% Other Operating Revenue 662,798 557,852 18.8% 1,039,624 -36.2%

18,742,843 19,209,867 -2.4% 19,080,070 -1.8% Total Operating Revenue 57,741,137 58,774,922 -1.8% 53,562,183 7.8%

Operating Expense

5,029,518 5,307,400 5.2% 5,163,789 2.6% Salaries 15,730,202 16,243,002 3.2% 15,835,514 0.7%

769,314 866,287 11.2% 793,394 3.0% Provider Salaries 2,473,157 2,692,949 8.2% 2,336,856 -5.8%

4,682 0 100.0% 0 100.0% Contract Labor - Providers 4,682 0 100.0% 0 100.0%

63,602 68,445 7.1% 154,455 58.8% Contract Labor - Other 266,093 218,882 -21.6% 419,685 36.6%

1,181,326 1,235,190 4.4% 1,440,713 18.0% Employee Benefits 3,749,185 3,822,572 1.9% 3,939,400 4.8%

3,498,481 3,140,248 -11.4% 3,443,756 -1.6% Fees 10,334,208 9,674,702 -6.8% 9,476,697 -9.0%

2,430,153 2,794,373 13.0% 2,479,155 2.0% Supplies 8,085,710 8,560,207 5.5% 7,470,612 -8.2%

315,333 304,203 -3.7% 307,491 -2.6% Utilities 934,493 954,663 2.1% 942,795 0.9%

1,344,015 1,472,764 8.7% 1,513,878 11.2% Other Expense 4,278,721 4,450,329 3.9% 4,373,440 2.2%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

1,472,473 1,467,372 -0.3% 1,519,362 3.1% Depreciation 4,350,508 4,411,719 1.4% 4,528,878 3.9%

1,525 1,525 0.0% 4,143 63.2% Amortization 4,575 4,575 0.0% 12,428 63.2%

107,830 108,666 0.8% 101,943 -5.8% Interest & Taxes 312,629 333,216 6.2% 317,356 1.5%

16,218,252 16,766,473 3.3% 16,922,078 4.2% Total Operating Expense 50,524,163 51,366,815 1.6% 49,653,661 -1.8%

2,524,592 2,443,394 3.3% 2,157,992 17.0% Net Operating Income before Support Allocation 7,216,974 7,408,107 -2.6% 3,908,522 84.6%

507,456 542,027 6.4% 528,242 3.9% Support Allocation - Salaries, Contract Labor & Benefits 1,700,206 1,671,681 -1.7% 1,550,210 -9.7%

437,564 433,998 -0.8% 398,648 -9.8% Support Allocation - Other 1,291,531 1,291,745 0.0% 1,187,667 -8.7%

1,579,571 1,467,368 7.6% 1,231,102 28.3% Net Operating Income after Support Allocation 4,225,237 4,444,680 -4.9% 1,170,646 260.9%

170,272 181,388 -6.1% 177,192 -3.9% Net Investment Income 484,720 520,301 -6.8% 454,320 6.7%

61,542 0 100.0% 2,869 2045.1% Realized Gain on Investments 61,586 0 100.0% 2,538 2326.7%

126,293 100,000 26.3% 54,419 132.1% Gain / (Loss) from Affiliates 126,293 100,000 26.3% 54,419 132.1%

0 0 0.0% (82,198) 100.0% Gain / (Loss) on Disposal (704) 0 100.0% (96,324) 99.3%

(126,293) (100,000) -26.3% (54,419) -132.1% Minority Interest (126,293) (100,000) -26.3% (54,419) -132.1%

0 0 0.0% (827) 100.0% Incentive Pay (612) 0 100.0% (827) 26.0%

(27,797) (45,097) 38.4% (20,857) -33.3% Other Non Operating Income / (Expense) (67,180) (85,392) 21.3% (63,145) -6.4%

204,017 136,291 49.7% 76,178 167.8% Total Non Operating Income  / (Expense) 477,809 434,908 9.9% 296,561 61.1%

1,783,589 1,603,658 11.2% 1,307,281 36.4% Total Revenue Over Expense Before CFV of Derivatives 4,703,046 4,879,589 -3.6% 1,467,206 220.5%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

1,783,589 1,603,658 11.2% 1,307,281 36.4% Total Excess Revenue Over Expense 4,703,046 4,879,589 -3.6% 1,467,206 220.5%

589,773 0 100.0% (1,390,793) 142.4% Net Unrealized Gain / (Loss) on Investments 3,296,284 0 100.0% (4,596,663) 171.7%

2,373,362 1,603,658 48.0% (83,512) 2941.9% Increase in Unrestricted Net Assets Before Change in Accounting Principle 7,999,330 4,879,589 63.9% (3,129,456) 355.6%

4,310,437 4,157,247 3.7% 3,859,618 11.7% EBITDA before Support Allocation 12,362,494 12,592,525 -1.8% 9,063,745 36.4%

945,020 976,026 -3.2% 926,889 2.0% Support Allocation 2,991,737 2,963,426 1.0% 2,737,877 9.3%

3,365,416 3,181,221 5.8% 2,932,729 14.8% EBITDA after Support Allocation 9,370,758 9,629,099 -2.7% 6,325,868 48.1%
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Johnston Memorial Consolidated
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

87 77 12.8% 78 11.9% Average Daily Census 85 77 10.3% 78 8.7%

74.9% 66.4% 12.8% 67.0% 11.9% Occupancy Percent 73.2% 66.4% 10.3% 67.4% 8.7%
2,608 2,312 12.8% 2,331 11.9% Patient Days 7,815 7,084 10.3% 7,192 8.7%

723 684 5.7% 721 0.3% Admissions 2,163 2,094 3.3% 2,194 -1.4%

278 372 -25.3% 367 -24.3% Observation Visits 1,010 1,138 -11.2% 1,208 -16.4%

202 281 -28.1% 284 -28.9% Observation Visits (excl OB) 762 861 -11.5% 924 -17.5%

925 965 -4.1% 1,005 -8.0% Acute Admissions and Observation Visits (excl OB) 2,925 2,955 -1.0% 3,118 -6.2%

21.8% 29.1% -25.0% 28.3% -22.7% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 26.1% 29.1% -10.6% 29.6% -12.1%

5.0% 7.7% -35.2% 7.1% -29.7% Observation (excl OB) % of Occupancy 6.2% 7.7% -18.8% 7.8% -20.5%

6,794 6,438 5.5% 6,660 2.0% Adjusted Patient Days 20,538 19,703 4.2% 19,941 3.0%

1,884 1,905 -1.1% 2,060 -8.6% Adjusted Admissions 5,684 5,824 -2.4% 6,083 -6.6%

19,995 19,801 1.0% 20,109 -0.6% Outpatient Visits 61,239 60,513 1.2% 60,115 1.9%

3,405 3,445 -1.2% 3,449 -1.3% ED Visits 10,417 10,761 -3.2% 10,580 -1.5%

47 57 -17.5% 40 17.5% Home Health Episodes 123 170 -27.6% 129 -4.7%

118 114 3.5% 117 0.9% IP Surgery Cases 392 342 14.6% 372 5.4%

468 498 -6.0% 484 -3.3% OP Surgery Cases 1,442 1,486 -3.0% 1,456 -1.0%

Revenue By Source

37.7% 36.4% 1.3% 36.1% 1.6% Medicare 37.9% 36.4% 1.5% 38.6% -0.7%

15.9% 16.1% -0.3% 15.8% 0.0% Managed Medicare 15.6% 16.1% -0.5% 15.8% -0.2%

11.5% 12.2% -0.7% 12.2% -0.7% Medicaid 11.0% 12.2% -1.3% 11.4% -0.4%

0.4% 0.5% 0.0% 0.7% -0.3% TennCare 0.4% 0.5% 0.0% 0.4% 0.0%

18.6% 18.7% -0.1% 18.9% -0.3% Blue Cross 18.4% 18.7% -0.3% 17.6% 0.8%

1.0% 1.5% -0.5% 1.3% -0.3% United - River Valley 1.1% 1.5% -0.4% 1.3% -0.2%

4.6% 6.1% -1.6% 5.9% -1.3% Managed Care / Commercial 5.0% 6.1% -1.1% 5.6% -0.6%

7.5% 7.1% 0.3% 7.2% 0.3% Charity / Self Pay 7.7% 7.1% 0.6% 7.3% 0.4%

2.9% 1.4% 1.5% 1.8% 1.1% Other Patient Revenue 2.9% 1.4% 1.5% 1.9% 1.0%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$10,248 $10,629 -3.6% $9,756 5.0% IP Revenue per Patient Day $10,371 $10,646 -2.6% $9,696 7.0%

$2,146 $2,215 -3.1% $2,100 2.2% OP Revenue per Outpatient Visit $2,155 $2,220 -3.0% $2,056 4.8%

$1,976 $2,090 -5.4% $2,052 -3.7% Operating Revenue per Adjusted Patient Day $2,021 $2,087 -3.2% $1,910 5.8%

$1,676 $1,822 8.0% $1,734 3.3% Operating Expense per Adjusted Patient Day $1,744 $1,822 4.3% $1,729 -0.9%

$7,129 $7,065 0.9% $6,635 7.4% Operating Revenue per Adjusted Admission $7,303 $7,062 3.4% $6,262 16.6%

$6,046 $6,160 1.8% $5,605 -7.9% Operating Expense per Adjusted Admission $6,302 $6,162 -2.3% $5,668 -11.2%

19.0% 19.4% -2.5% 20.5% -7.3% Net Revenue % of Gross Revenue 19.2% 19.4% -0.8% 19.3% -0.2%

$7,011 $6,987 0.3% $6,455 8.6% Net Revenue per Adjusted Admission $7,212 $6,987 3.2% $6,131 17.6%

Labor Management (excl Long-Term Care)

837 872 4.0% 891 6.0% Employed Full Time Equivalents 868 873 0.6% 899 3.5%

3 3 9.3% 10 68.3% Contract Full Time Equivalents 4 3 -7.0% 9 59.1%

840 875 4.0% 900 6.7% Total Full Time Equivalents (excl Providers) 871 877 0.6% 908 4.1%

45 52 12.4% 40 -13.1% Employed Provider Full Time Equivalents 47 52 10.0% 38 -23.3%

0 2 100.0% 0 0.0% Contract Provider Full Time Equivalents (0) 2 102.4% 0 100.0%

45 54 16.2% 40 -13.1% Total Provider Full Time Equivalents 47 55 13.9% 38 -23.2%

885 929 4.7% 940 5.8% Full Time Equivalents 919 931 1.4% 946 3.0%

3.91 4.33 9.7% 4.24 7.7% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 4.11 4.35 5.4% 4.37 5.8%

80.4 83.4 3.6% 78.1 -2.9% Man Hours per Adjusted Admission (incl Cont Lbr) 84.7 83.8 -1.1% 81.7 -3.7%

$23.40 $23.39 0.0% $22.03 -6.2% Average Hourly Rate (excl Providers & Cont Lbr) $23.28 $23.31 0.1% $22.02 -5.7%

$48,669 $48,657 0.0% $45,866 -6.1% Salary Expense per FTE (excl Providers & Cont Lbr) $48,418 $48,486 0.1% $45,857 -5.6%

$2,291 $2,375 3.5% $2,267 -1.1% Labor Exp (excl Providers) per Adjusted Admission $2,424 $2,383 -1.7% $2,296 -5.6%

37.4% 39.2% 4.6% 39.7% 5.8% Labor Exp % of Net Revenue 38.4% 39.5% 2.6% 42.3% 9.1%

Patient Resource Management

3.76 3.69 -2.0% 3.62 -3.9% Overall Medicare Average Length of Stay 3.96 3.71 -7.0% 3.63 -9.2%

3.61 3.38 -6.7% 3.23 -11.6% Overall Average Length of Stay 3.61 3.38 -6.8% 3.28 -10.2%

3.76 3.69 -2.0% 3.62 -3.9% Acute Medicare Average Length of Stay 3.96 3.71 -7.0% 3.63 -9.2%

2.54 2.53 -0.3% 2.63 3.6% Acute Medicare Average Length of Stay - Acuity Adjusted 2.63 2.54 -3.6% 2.64 0.3%

3.61 3.38 -6.7% 3.23 -11.6% Acute Overall Average Length of Stay 3.61 3.38 -6.8% 3.28 -10.2%

2.60 2.43 -6.8% 2.44 -6.3% Acute Overall Average Length of Stay - Acuity Adjusted 2.62 2.43 -7.5% 2.53 -3.6%

0.86 0.95 9.9% 0.87 1.1% Observation Average Length of Stay 0.87 0.95 8.3% 0.90 3.5%

1.48 1.46 1.9% 1.38 7.8% Overall Medicare Case Mix Index 1.50 1.45 3.4% 1.37 9.5%

1.38 1.35 2.9% 1.30 6.5% Overall Case Mix Index 1.36 1.34 1.3% 1.27 7.4%

1.48 1.46 1.7% 1.38 7.8% Acute Medicare Case Mix Index 1.50 1.46 3.3% 1.37 9.5%

1.39 1.39 -0.1% 1.32 5.0% Acute Overall Case Mix Index 1.38 1.39 -0.7% 1.30 6.4%

14.2% 16.5% 13.9% 14.1% -0.6% Supply Expense % of Net Revenue 15.8% 16.5% 4.5% 15.4% -2.7%

$997 $1,155 13.7% $913 -9.2% Supply Expense per Adjusted Admission $1,138 $1,155 1.4% $942 -20.8%
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Johnston Memorial Consolidated
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

26,727,629 24,574,734 8.8% 22,742,062 17.5% Inpatient Revenue 81,047,121 75,417,642 7.5% 69,734,948 16.2%

42,901,810 43,852,229 -2.2% 42,234,536 1.6% Outpatient Revenue 131,944,961 134,345,092 -1.8% 123,620,569 6.7%

69,629,440 68,426,964 1.8% 64,976,598 7.2% Total Gross Patient Revenue 212,992,082 209,762,734 1.5% 193,355,517 10.2%

Deductions from Revenue

52,250,807 49,635,305 -5.3% 46,493,430 -12.4% Contractual Adjustments 156,777,534 152,081,855 -3.1% 140,202,465 -11.8%

1,145,314 795,760 -43.9% 587,247 -95.0% Charity 3,843,572 2,438,703 -57.6% 2,639,665 -45.6%

950,028 1,723,385 44.9% 1,806,071 47.4% Contra Revenue - Charity 3,656,293 5,441,561 32.8% 5,165,534 29.2%

141,938 189,807 25.2% 166,450 14.7% Provision for Bad Debt 481,437 597,907 19.5% 474,149 -1.5%

1,936,145 2,775,046 30.2% 2,626,969 26.3% Uninsured Discount 7,236,200 8,508,442 15.0% 7,574,294 4.5%

56,424,232 55,119,305 -2.4% 51,680,167 -9.2% Total Deductions 171,995,036 169,068,468 -1.7% 156,056,106 -10.2%

13,205,208 13,307,659 -0.8% 13,296,431 -0.7% Net Patient Service Revenue 40,997,047 40,694,266 0.7% 37,299,410 9.9%

222,743 148,864 49.6% 371,959 -40.1% Other Operating Revenue 514,610 434,519 18.4% 791,906 -35.0%

13,427,951 13,456,523 -0.2% 13,668,389 -1.8% Total Operating Revenue 41,511,656 41,128,785 0.9% 38,091,316 9.0%

Operating Expense

3,106,484 3,214,624 3.4% 3,107,774 0.0% Salaries 9,789,108 9,837,827 0.5% 9,670,824 -1.2%

741,374 836,773 11.4% 765,680 3.2% Provider Salaries 2,383,185 2,602,667 8.4% 2,255,155 -5.7%

4,682 0 100.0% 0 100.0% Contract Labor - Providers 4,682 0 100.0% 0 100.0%

52,804 50,920 -3.7% 138,258 61.8% Contract Labor - Other 184,439 161,663 -14.1% 365,824 49.6%

733,758 777,746 5.7% 931,597 21.2% Employee Benefits 2,317,140 2,408,815 3.8% 2,497,085 7.2%

2,181,117 1,885,777 -15.7% 1,868,129 -16.8% Fees 6,422,217 5,821,777 -10.3% 5,599,817 -14.7%

1,878,219 2,199,611 14.6% 1,880,526 0.1% Supplies 6,470,935 6,724,441 3.8% 5,732,827 -12.9%

179,977 174,514 -3.1% 176,086 -2.2% Utilities 536,130 540,133 0.7% 534,195 -0.4%

888,218 943,894 5.9% 1,004,616 11.6% Other Expense 2,743,674 2,821,467 2.8% 2,842,917 3.5%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

985,258 975,344 -1.0% 1,008,572 2.3% Depreciation 2,885,545 2,929,781 1.5% 3,020,503 4.5%

946 946 0.0% 3,418 72.3% Amortization 2,838 2,838 0.0% 10,255 72.3%

23,369 21,964 -6.4% 35,419 34.0% Interest & Taxes 66,428 67,441 1.5% 110,174 39.7%

10,776,205 11,082,113 2.8% 10,920,076 1.3% Total Operating Expense 33,806,322 33,918,849 0.3% 32,639,576 -3.6%

2,651,746 2,374,410 11.7% 2,748,313 -3.5% Net Operating Income before Support Allocation 7,705,334 7,209,936 6.9% 5,451,740 41.3%

298,841 338,330 11.7% 337,567 11.5% Support Allocation - Salaries, Contract Labor & Benefits 1,072,555 1,043,556 -2.8% 981,038 -9.3%

313,303 311,388 -0.6% 287,581 -8.9% Support Allocation - Other 941,705 928,407 -1.4% 859,097 -9.6%

2,039,602 1,724,692 18.3% 2,123,165 -3.9% Net Operating Income after Support Allocation 5,691,074 5,237,973 8.7% 3,611,605 57.6%

155,937 163,664 -4.7% 159,507 -2.2% Net Investment Income 443,880 472,308 -6.0% 410,458 8.1%

58,547 0 100.0% 2,571 2177.2% Realized Gain on Investments 58,590 0 100.0% 2,240 2515.7%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% (84,818) 100.0% Gain / (Loss) on Disposal (704) 0 100.0% (98,944) 99.3%

(126,293) (100,000) -26.3% (54,419) -132.1% Minority Interest (126,293) (100,000) -26.3% (54,419) -132.1%

0 0 0.0% (511) 100.0% Incentive Pay 0 0 0.0% (511) 100.0%

(27,442) (36,062) 23.9% (18,356) -49.5% Other Non Operating Income / (Expense) (61,606) (61,987) 0.6% (42,564) -44.7%

60,748 27,601 120.1% 3,975 1428.3% Total Non Operating Income  / (Expense) 313,867 310,321 1.1% 216,261 45.1%

2,100,351 1,752,294 19.9% 2,127,140 -1.3% Total Revenue Over Expense Before CFV of Derivatives 6,004,941 5,548,295 8.2% 3,827,866 56.9%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

2,100,351 1,752,294 19.9% 2,127,140 -1.3% Total Excess Revenue Over Expense 6,004,941 5,548,295 8.2% 3,827,866 56.9%

472,248 0 100.0% (1,125,941) 141.9% Net Unrealized Gain / (Loss) on Investments 2,661,659 0 100.0% (3,726,943) 171.4%

2,572,599 1,752,294 46.8% 1,001,200 157.0% Increase in Unrestricted Net Assets Before Change in Accounting Principle 8,666,600 5,548,295 56.2% 100,923 8487.4%

3,722,067 3,400,265 9.5% 3,799,698 -2.0% EBITDA before Support Allocation 10,974,012 10,520,317 4.3% 8,808,933 24.6%

612,144 649,718 -5.8% 625,148 -2.1% Support Allocation 2,014,260 1,971,963 2.1% 1,840,135 9.5%

3,109,923 2,750,548 13.1% 3,174,550 -2.0% EBITDA after Support Allocation 8,959,752 8,548,355 4.8% 6,968,799 28.6%
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Smyth County Consolidated
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

14 20 -26.5% 19 -25.7% Average Daily Census 15 20 -21.5% 20 -21.2%

24.1% 32.7% -26.5% 32.4% -25.7% Occupancy Percent 25.6% 32.7% -21.5% 32.5% -21.2%
433 589 -26.5% 583 -25.7% Patient Days 1,415 1,803 -21.5% 1,795 -21.2%

116 134 -13.4% 141 -17.7% Admissions 349 410 -14.9% 415 -15.9%

55 71 -22.5% 51 7.8% Observation Visits 171 219 -21.9% 207 -17.4%

55 71 -22.5% 51 7.8% Observation Visits (excl OB) 171 219 -21.9% 207 -17.4%

159 188 -15.4% 178 -10.7% Acute Admissions and Observation Visits (excl OB) 470 578 -18.7% 571 -17.7%

34.6% 37.8% -8.4% 28.7% 20.7% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 36.4% 37.9% -4.0% 36.3% 0.4%

2.1% 3.3% -38.3% 2.4% -14.0% Observation (excl OB) % of Occupancy 2.2% 3.3% -35.3% 3.4% -36.7%

1,837 2,043 -10.1% 1,965 -6.5% Adjusted Patient Days 5,780 6,270 -7.8% 6,449 -10.4%

492 465 5.9% 475 3.6% Adjusted Admissions 1,426 1,426 0.0% 1,491 -4.4%

6,583 6,722 -2.1% 6,806 -3.3% Outpatient Visits 20,041 20,439 -1.9% 20,582 -2.6%

1,548 1,484 4.3% 1,487 4.1% ED Visits 4,549 4,634 -1.8% 4,473 1.7%

63 75 -16.0% 73 -13.7% Home Health Episodes 196 220 -10.9% 228 -14.0%

12 18 -33.3% 20 -40.0% IP Surgery Cases 40 56 -28.6% 48 -16.7%

83 105 -21.0% 83 0.0% OP Surgery Cases 260 323 -19.5% 290 -10.3%

Revenue By Source

41.3% 41.1% 0.2% 47.0% -5.7% Medicare 41.2% 41.1% 0.1% 44.9% -3.7%

12.2% 9.6% 2.6% 9.0% 3.2% Managed Medicare 12.1% 9.6% 2.5% 9.7% 2.4%

14.5% 14.3% 0.2% 10.7% 3.8% Medicaid 12.1% 14.3% -2.2% 11.4% 0.7%

0.0% 0.0% 0.0% 0.0% 0.0% TennCare 0.1% 0.0% 0.1% 0.0% 0.1%

19.6% 20.0% -0.3% 18.4% 1.3% Blue Cross 20.2% 20.0% 0.2% 18.6% 1.6%

0.7% 0.7% 0.0% 0.6% 0.1% United - River Valley 0.7% 0.7% 0.0% 0.6% 0.1%

3.2% 4.8% -1.6% 4.3% -1.1% Managed Care / Commercial 4.2% 4.8% -0.6% 4.6% -0.4%

6.3% 8.0% -1.7% 8.6% -2.3% Charity / Self Pay 7.2% 8.0% -0.8% 7.9% -0.6%

2.1% 1.5% 0.6% 1.5% 0.6% Other Patient Revenue 2.1% 1.5% 0.6% 2.2% -0.1%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$8,056 $7,858 2.5% $7,474 7.8% IP Revenue per Patient Day $7,796 $7,883 -1.1% $6,934 12.4%

$1,718 $1,700 1.1% $1,517 13.2% OP Revenue per Outpatient Visit $1,698 $1,723 -1.4% $1,568 8.3%

$1,672 $1,584 5.6% $1,626 2.8% Operating Revenue per Adjusted Patient Day $1,620 $1,585 2.3% $1,394 16.3%

$1,756 $1,654 -6.2% $1,804 2.7% Operating Expense per Adjusted Patient Day $1,681 $1,654 -1.6% $1,615 -4.1%

$6,241 $6,961 -10.3% $6,722 -7.2% Operating Revenue per Adjusted Admission $6,570 $6,968 -5.7% $6,028 9.0%

$6,555 $7,270 9.8% $7,459 12.1% Operating Expense per Adjusted Admission $6,814 $7,275 6.3% $6,985 2.5%

20.4% 19.9% 2.3% 21.2% -4.0% Net Revenue % of Gross Revenue 20.5% 19.9% 3.1% 19.6% 4.5%

$6,134 $6,888 -10.9% $6,566 -6.6% Net Revenue per Adjusted Admission $6,484 $6,894 -5.9% $5,884 10.2%

Labor Management (excl Long-Term Care)

246 271 9.3% 276 10.9% Employed Full Time Equivalents 256 273 6.4% 280 8.8%

0 1 38.2% 0 27.0% Contract Full Time Equivalents 1 1 -51.4% 1 -36.2%

246 272 9.4% 277 10.9% Total Full Time Equivalents (excl Providers) 257 274 6.2% 281 8.7%

2 2 3.5% 2 -5.7% Employed Provider Full Time Equivalents 2 2 2.2% 2 -2.1%

2 2 3.5% 2 -5.7% Total Provider Full Time Equivalents 2 2 2.2% 2 -2.1%

248 274 9.4% 278 10.8% Full Time Equivalents 259 276 6.2% 283 8.6%

4.06 4.02 -0.8% 4.25 4.6% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 4.12 4.05 -1.7% 4.04 -1.9%

86.3 100.8 14.4% 100.3 14.0% Man Hours per Adjusted Admission (incl Cont Lbr) 95.1 101.4 6.2% 99.6 4.6%

$26.02 $25.89 -0.5% $24.75 -5.1% Average Hourly Rate (excl Providers & Cont Lbr) $25.46 $25.70 0.9% $24.55 -3.7%

$54,113 $53,843 -0.5% $51,531 -5.0% Salary Expense per FTE (excl Providers & Cont Lbr) $52,963 $53,454 0.9% $51,129 -3.6%

$2,804 $3,191 12.1% $3,099 9.5% Labor Exp (excl Providers) per Adjusted Admission $3,011 $3,195 5.8% $3,035 0.8%

46.1% 46.7% 1.4% 47.6% 3.1% Labor Exp % of Net Revenue 46.9% 46.8% -0.2% 52.0% 9.9%

Patient Resource Management

3.77 4.67 19.2% 4.29 12.2% Overall Medicare Average Length of Stay 4.38 4.66 6.1% 4.80 8.7%

3.73 4.40 15.1% 4.13 9.7% Overall Average Length of Stay 4.05 4.40 7.8% 4.33 6.3%

2.71 3.63 25.3% 3.81 28.9% Acute Medicare Average Length of Stay 3.01 3.65 17.5% 3.73 19.2%

1.88 2.67 29.6% 2.63 28.5% Acute Medicare Average Length of Stay - Acuity Adjusted 2.11 2.68 21.2% 2.82 24.9%

2.83 3.46 18.3% 3.60 21.4% Acute Overall Average Length of Stay 3.06 3.46 11.4% 3.50 12.5%

1.97 2.52 21.8% 2.54 22.5% Acute Overall Average Length of Stay - Acuity Adjusted 2.21 2.51 12.0% 2.74 19.6%

0.67 0.85 20.4% 0.84 20.2% Observation Average Length of Stay 0.70 0.84 17.2% 0.91 23.4%

1.37 1.32 3.9% 1.41 -2.7% Overall Medicare Case Mix Index 1.35 1.32 2.8% 1.31 3.6%

1.36 1.33 2.6% 1.37 -0.3% Overall Case Mix Index 1.32 1.33 -0.9% 1.26 4.7%

1.44 1.36 6.1% 1.45 -0.7% Acute Medicare Case Mix Index 1.42 1.36 4.7% 1.32 7.6%

1.44 1.38 4.4% 1.42 1.3% Acute Overall Case Mix Index 1.39 1.38 0.7% 1.28 8.7%

11.4% 12.1% 6.3% 12.8% 11.0% Supply Expense % of Net Revenue 10.3% 12.3% 16.4% 13.2% 22.5%

$698 $837 16.5% $840 16.9% Supply Expense per Adjusted Admission $666 $847 21.4% $779 14.6%

Operating Statistics (Long-Term Care) 

2,829 2,860 -1.1% 2,828 0.0% Nursing Home Patient Days 8,543 8,788 -2.8% 8,520 0.3%

28 28 0.0% 29 -3.4% Nursing Home Admissions 72 86 -16.3% 71 1.4%

78 80 2.4% 83 5.8% Nursing Home Full Time Equivalents 77 80 3.8% 82 5.7%
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Smyth County Consolidated
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

4,529,408 5,670,137 -20.1% 5,305,925 -14.6% Inpatient Revenue 13,965,119 17,421,338 -19.8% 15,272,599 -8.6%

11,382,667 11,474,248 -0.8% 10,376,778 9.7% Outpatient Revenue 34,262,171 35,348,737 -3.1% 32,409,743 5.7%

15,912,075 17,144,385 -7.2% 15,682,703 1.5% Total Gross Patient Revenue 48,227,289 52,770,075 -8.6% 47,682,341 1.1%

Deductions from Revenue

11,191,235 12,219,997 8.4% 10,627,114 -5.3% Contractual Adjustments 33,510,680 37,596,435 10.9% 33,328,766 -0.5%

141,808 143,014 0.8% 58,733 -141.4% Charity 734,534 440,340 -66.8% 321,110 -128.7%

431,076 391,472 -10.1% 596,979 27.8% Contra Revenue - Charity 1,207,323 1,240,764 2.7% 1,399,294 13.7%

57,288 56,505 -1.4% 70,726 19.0% Provision for Bad Debt 171,663 179,169 4.2% 207,921 17.4%

471,820 541,704 12.9% 616,802 23.5% Uninsured Discount 1,652,529 1,669,337 1.0% 1,862,766 11.3%

12,293,227 13,352,693 7.9% 11,970,354 -2.7% Total Deductions 37,276,728 41,126,045 9.4% 37,119,857 -0.4%

3,618,848 3,791,692 -4.6% 3,712,349 -2.5% Net Patient Service Revenue 10,950,561 11,644,029 -6.0% 10,562,484 3.7%

56,226 34,512 62.9% 74,938 -25.0% Other Operating Revenue 133,870 108,163 23.8% 216,541 -38.2%

3,675,074 3,826,204 -3.9% 3,787,287 -3.0% Total Operating Revenue 11,084,431 11,752,192 -5.7% 10,779,025 2.8%

Operating Expense

1,282,010 1,376,555 6.9% 1,380,111 7.1% Salaries 3,941,642 4,206,098 6.3% 4,157,066 5.2%

19,755 22,001 10.2% 20,916 5.6% Provider Salaries 64,777 67,369 3.8% 63,654 -1.8%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

6,525 11,319 42.4% 10,961 40.5% Contract Labor - Other 46,894 36,832 -27.3% 32,640 -43.7%

286,189 292,527 2.2% 322,234 11.2% Employee Benefits 943,509 904,520 -4.3% 933,787 -1.0%

832,363 793,937 -4.8% 955,068 12.8% Fees 2,436,515 2,436,502 0.0% 2,565,902 5.0%

396,875 428,099 7.3% 459,669 13.7% Supplies 1,078,495 1,327,469 18.8% 1,349,476 20.1%

88,450 87,200 -1.4% 88,464 0.0% Utilities 267,512 281,587 5.0% 276,157 3.1%

287,110 334,417 14.1% 310,660 7.6% Other Expense 924,695 1,026,437 9.9% 938,572 1.5%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

357,412 362,772 1.5% 361,269 1.1% Depreciation 1,073,737 1,090,149 1.5% 1,076,452 0.3%

579 579 0.0% 724 20.1% Amortization 1,736 1,736 0.0% 2,173 20.1%

18,085 18,818 3.9% 13,876 -30.3% Interest & Taxes 52,902 57,598 8.2% 45,829 -15.4%

3,575,353 3,728,223 4.1% 3,923,953 8.9% Total Operating Expense 10,832,413 11,436,297 5.3% 11,441,709 5.3%

99,721 97,981 1.8% (136,666) 173.0% Net Operating Income before Support Allocation 252,018 315,895 -20.2% (662,684) 138.0%

138,365 132,897 -4.1% 127,645 -8.4% Support Allocation - Salaries, Contract Labor & Benefits 410,010 409,802 -0.1% 382,526 -7.2%

83,588 80,631 -3.7% 76,275 -9.6% Support Allocation - Other 233,321 238,669 2.2% 226,621 -3.0%

(122,233) (115,546) -5.8% (340,586) 64.1% Net Operating Income after Support Allocation (391,312) (332,576) -17.7% (1,271,831) 69.2%

14,314 17,686 -19.1% 17,682 -19.1% Net Investment Income 40,741 47,880 -14.9% 43,831 -7.0%

2,996 0 100.0% 298 905.5% Realized Gain on Investments 2,996 0 100.0% 298 905.5%

126,293 100,000 26.3% 54,419 132.1% Gain / (Loss) from Affiliates 126,293 100,000 26.3% 54,419 132.1%

0 0 0.0% 2,619 -100.0% Gain / (Loss) on Disposal 0 0 0.0% 2,619 -100.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (209) 100.0% Incentive Pay (612) 0 100.0% (209) -192.7%

(468) (5,781) 91.9% (1,309) 64.3% Other Non Operating Income / (Expense) (1,509) (16,952) 91.1% (10,659) 85.8%

143,134 111,906 27.9% 73,500 94.7% Total Non Operating Income  / (Expense) 167,909 130,928 28.2% 90,299 85.9%

20,902 (3,640) 674.2% (267,086) 107.8% Total Revenue Over Expense Before CFV of Derivatives (223,404) (201,648) -10.8% (1,181,531) 81.1%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

20,902 (3,640) 674.2% (267,086) 107.8% Total Excess Revenue Over Expense (223,404) (201,648) -10.8% (1,181,531) 81.1%

117,525 0 100.0% (264,852) 144.4% Net Unrealized Gain / (Loss) on Investments 634,625 0 100.0% (869,719) 173.0%

138,427 (3,640) 3902.8% (531,938) 126.0% Increase in Unrestricted Net Assets Before Change in Accounting Principle 411,222 (201,648) 303.9% (2,051,251) 120.0%

618,932 592,056 4.5% 312,703 97.9% EBITDA before Support Allocation 1,548,302 1,596,307 -3.0% 552,070 180.5%

221,954 213,527 3.9% 203,920 8.8% Support Allocation 643,330 648,471 -0.8% 609,147 5.6%

396,978 378,529 4.9% 108,784 264.9% EBITDA after Support Allocation 904,971 947,835 -4.5% (57,077) 1685.5%
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Russell County Consolidated
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

23 30 -23.1% 24 -5.4% Average Daily Census 24 30 -19.8% 23 4.5%

29.1% 37.8% -23.1% 30.8% -5.4% Occupancy Percent 30.4% 37.9% -19.8% 29.1% 4.5%
681 885 -23.1% 720 -5.4% Patient Days 2,181 2,719 -19.8% 2,088 4.5%

149 198 -24.7% 158 -5.7% Admissions 479 606 -21.0% 453 5.7%

54 51 5.9% 34 58.8% Observation Visits 196 157 24.8% 131 49.6%

54 51 5.9% 34 58.8% Observation Visits (excl OB) 196 157 24.8% 131 49.6%

148 188 -21.3% 130 13.8% Acute Admissions and Observation Visits (excl OB) 497 576 -13.7% 419 18.6%

36.5% 27.1% 34.5% 26.2% 39.5% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 39.4% 27.3% 44.7% 31.3% 26.1%

1.8% 2.0% -12.8% 1.1% 57.7% Observation (excl OB) % of Occupancy 2.1% 2.0% 7.0% 1.7% 22.4%

1,861 1,969 -5.5% 1,790 4.0% Adjusted Patient Days 5,615 6,034 -6.9% 5,129 9.5%

407 441 -7.6% 393 3.7% Adjusted Admissions 1,233 1,345 -8.3% 1,113 10.8%

2,640 2,290 15.3% 2,409 9.6% Outpatient Visits 7,582 7,004 8.3% 6,993 8.4%

1,216 1,164 4.5% 1,207 0.7% ED Visits 3,566 3,576 -0.3% 3,543 0.6%

2 1 100.0% 1 100.0% IP Surgery Cases 5 3 66.7% 1 400.0%

9 8 12.5% 7 28.6% OP Surgery Cases 31 20 55.0% 7 342.9%

Revenue By Source

33.0% 35.4% -2.4% 33.0% 0.0% Medicare 35.5% 35.4% 0.1% 33.1% 2.3%

14.3% 13.7% 0.6% 13.7% 0.5% Managed Medicare 14.1% 13.7% 0.4% 13.2% 0.9%

20.8% 21.1% -0.3% 26.0% -5.2% Medicaid 19.0% 21.1% -2.1% 24.8% -5.8%

0.0% 0.2% -0.2% 0.2% -0.2% TennCare 0.1% 0.2% -0.1% 0.1% 0.0%

10.7% 8.1% 2.6% 7.8% 2.9% Blue Cross 10.5% 8.0% 2.5% 7.8% 2.7%

1.8% 1.0% 0.8% 0.8% 1.0% United - River Valley 1.2% 1.0% 0.2% 1.1% 0.1%

5.2% 6.2% -1.0% 6.2% -0.9% Managed Care / Commercial 5.1% 6.2% -1.1% 6.9% -1.9%

12.1% 12.6% -0.5% 10.6% 1.5% Charity / Self Pay 12.4% 12.6% -0.2% 11.0% 1.4%

2.2% 1.9% 0.3% 1.7% 0.4% Other Patient Revenue 2.2% 1.9% 0.3% 1.9% 0.3%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$4,732 $4,659 1.6% $4,410 7.3% IP Revenue per Patient Day $4,872 $4,660 4.5% $4,358 11.8%

$2,115 $2,206 -4.2% $1,958 8.0% OP Revenue per Outpatient Visit $2,206 $2,205 0.0% $1,895 16.4%

$881 $978 -9.9% $908 -2.9% Operating Revenue per Adjusted Patient Day $916 $977 -6.2% $915 0.2%

$1,063 $1,050 -1.2% $1,216 12.6% Operating Expense per Adjusted Patient Day $1,108 $1,053 -5.2% $1,143 3.1%

$4,028 $4,374 -7.9% $4,136 -2.6% Operating Revenue per Adjusted Admission $4,172 $4,383 -4.8% $4,217 -1.0%

$4,857 $4,695 -3.5% $5,540 12.3% Operating Expense per Adjusted Admission $5,044 $4,725 -6.7% $5,267 4.2%

18.6% 20.9% -11.4% 20.5% -9.2% Net Revenue % of Gross Revenue 18.8% 20.9% -10.3% 20.8% -10.0%

$4,016 $4,362 -7.9% $4,110 -2.3% Net Revenue per Adjusted Admission $4,161 $4,372 -4.8% $4,188 -0.7%

Labor Management (excl Long-Term Care)

165 185 10.9% 175 5.6% Employed Full Time Equivalents 168 185 9.1% 171 1.5%

0 0 4.2% 0 -37.5% Contract Full Time Equivalents 1 0 -88.1% 1 -35.2%

165 185 10.9% 175 5.6% Total Full Time Equivalents (excl Providers) 169 186 8.9% 171 1.4%

1 1 0.8% 1 -3.2% Employed Provider Full Time Equivalents 1 1 -4.1% 1 -6.8%

1 1 0.8% 1 -3.2% Total Provider Full Time Equivalents 1 1 -4.1% 1 -6.8%

166 186 10.9% 175 5.5% Full Time Equivalents 170 186 8.8% 172 1.3%

2.67 2.83 5.7% 2.94 9.1% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 2.78 2.84 2.0% 3.09 9.9%

69.6 72.1 3.6% 76.4 9.0% Man Hours per Adjusted Admission (incl Cont Lbr) 72.2 72.6 0.6% 81.2 11.1%

$24.40 $24.29 -0.4% $24.05 -1.4% Average Hourly Rate (excl Providers & Cont Lbr) $24.29 $24.28 0.0% $23.78 -2.1%

$50,750 $50,528 -0.4% $50,083 -1.3% Salary Expense per FTE (excl Providers & Cont Lbr) $50,519 $50,509 0.0% $49,512 -2.0%

$2,167 $2,186 0.9% $2,386 9.2% Labor Exp (excl Providers) per Adjusted Admission $2,234 $2,203 -1.4% $2,464 9.3%

54.1% 50.2% -7.8% 58.1% 6.8% Labor Exp % of Net Revenue 53.9% 50.5% -6.7% 58.8% 8.4%

Patient Resource Management

4.25 3.96 -7.2% 3.87 -9.7% Overall Medicare Average Length of Stay 4.38 3.95 -10.9% 3.99 -9.8%

4.57 4.47 -2.3% 4.56 -0.3% Overall Average Length of Stay 4.55 4.49 -1.5% 4.61 1.2%

3.21 3.02 -6.5% 2.83 -13.3% Acute Medicare Average Length of Stay 2.88 3.01 4.3% 2.92 1.2%

2.81 2.60 -8.0% 2.41 -16.3% Acute Medicare Average Length of Stay - Acuity Adjusted 2.64 2.60 -1.7% 2.57 -2.7%

2.88 3.07 6.0% 2.85 -1.0% Acute Overall Average Length of Stay 2.76 3.08 10.6% 2.75 -0.3%

2.69 2.67 -0.9% 2.55 -5.4% Acute Overall Average Length of Stay - Acuity Adjusted 2.56 2.68 4.4% 2.53 -1.2%

0.76 0.92 17.6% 0.76 0.7% Observation Average Length of Stay 0.78 0.91 14.3% 0.95 18.2%

1.12 1.12 -0.2% 1.16 -3.4% Overall Medicare Case Mix Index 1.08 1.12 -3.4% 1.14 -5.1%

1.06 1.09 -2.4% 1.05 0.7% Overall Case Mix Index 1.06 1.09 -2.4% 1.06 0.7%

1.14 1.16 -1.4% 1.17 -2.5% Acute Medicare Case Mix Index 1.09 1.16 -5.9% 1.14 -3.9%

1.07 1.15 -6.8% 1.12 -4.2% Acute Overall Case Mix Index 1.08 1.15 -6.5% 1.09 -0.9%

9.5% 8.7% -9.4% 8.6% -10.2% Supply Expense % of Net Revenue 10.5% 8.6% -20.9% 8.3% -25.5%

$381 $378 -0.7% $354 -7.6% Supply Expense per Adjusted Admission $435 $378 -15.1% $349 -24.6%
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Russell County Consolidated
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

3,222,298 4,123,155 -21.8% 3,174,882 1.5% Inpatient Revenue 10,625,877 12,670,557 -16.1% 9,100,541 16.8%

5,582,351 5,052,574 10.5% 4,717,393 18.3% Outpatient Revenue 16,728,810 15,446,833 8.3% 13,253,655 26.2%

8,804,650 9,175,729 -4.0% 7,892,275 11.6% Total Gross Patient Revenue 27,354,687 28,117,390 -2.7% 22,354,196 22.4%

Deductions from Revenue

5,813,337 6,107,887 4.8% 5,161,589 -12.6% Contractual Adjustments 18,762,772 18,695,125 -0.4% 14,550,446 -28.9%

60,566 75,536 19.8% 51,522 -17.6% Charity 264,021 231,441 -14.1% 135,519 -94.8%

498,439 426,048 -17.0% 415,874 -19.9% Contra Revenue - Charity 1,162,126 1,333,203 12.8% 1,107,335 -4.9%

45,097 82,010 45.0% 77,636 41.9% Provision for Bad Debt 151,960 256,501 40.8% 251,822 39.7%

752,330 562,161 -33.8% 571,316 -31.7% Uninsured Discount 1,883,078 1,722,344 -9.3% 1,648,410 -14.2%

7,169,769 7,253,641 1.2% 6,277,936 -14.2% Total Deductions 22,223,956 22,238,615 0.1% 17,693,532 -25.6%

1,634,881 1,922,087 -14.9% 1,614,340 1.3% Net Patient Service Revenue 5,130,731 5,878,775 -12.7% 4,660,665 10.1%

4,937 5,052 -2.3% 10,054 -50.9% Other Operating Revenue 14,318 15,170 -5.6% 31,177 -54.1%

1,639,818 1,927,140 -14.9% 1,624,393 0.9% Total Operating Revenue 5,145,050 5,893,944 -12.7% 4,691,842 9.7%

Operating Expense

641,024 716,221 10.5% 675,903 5.2% Salaries 1,999,452 2,199,077 9.1% 2,007,623 0.4%

8,186 7,512 -9.0% 6,798 -20.4% Provider Salaries 25,194 22,913 -10.0% 18,046 -39.6%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

4,273 6,207 31.2% 5,236 18.4% Contract Labor - Other 34,760 20,387 -70.5% 21,222 -63.8%

161,378 164,918 2.1% 186,881 13.6% Employee Benefits 488,536 509,237 4.1% 508,527 3.9%

485,001 460,535 -5.3% 620,559 21.8% Fees 1,475,477 1,416,424 -4.2% 1,310,978 -12.5%

155,059 166,662 7.0% 138,960 -11.6% Supplies 536,279 508,296 -5.5% 388,310 -38.1%

46,906 42,490 -10.4% 42,941 -9.2% Utilities 130,851 132,943 1.6% 132,443 1.2%

168,687 194,453 13.3% 198,602 15.1% Other Expense 610,352 602,425 -1.3% 591,951 -3.1%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

129,803 129,256 -0.4% 149,521 13.2% Depreciation 391,226 391,790 0.1% 431,922 9.4%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

66,376 67,884 2.2% 52,647 -26.1% Interest & Taxes 193,299 208,177 7.1% 161,353 -19.8%

1,866,694 1,956,137 4.6% 2,078,049 10.2% Total Operating Expense 5,885,428 6,011,669 2.1% 5,572,376 -5.6%

(226,876) (28,998) -682.4% (453,656) 50.0% Net Operating Income before Support Allocation (740,379) (117,724) -528.9% (880,534) 15.9%

70,249 70,801 0.8% 63,029 -11.5% Support Allocation - Salaries, Contract Labor & Benefits 217,642 218,323 0.3% 186,646 -16.6%

40,673 41,980 3.1% 34,792 -16.9% Support Allocation - Other 116,505 124,670 6.5% 101,949 -14.3%

(337,799) (141,779) -138.3% (551,477) 38.7% Net Operating Income after Support Allocation (1,074,525) (460,717) -133.2% (1,169,129) 8.1%

22 38 -42.6% 3 706.7% Net Investment Income 98 113 -12.5% 30 223.9%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (107) 100.0% Incentive Pay 0 0 0.0% (107) 100.0%

113 (3,254) 103.5% (1,192) 109.5% Other Non Operating Income / (Expense) (4,065) (6,454) 37.0% (9,923) 59.0%

135 (3,217) 104.2% (1,296) 110.4% Total Non Operating Income  / (Expense) (3,966) (6,341) 37.5% (9,999) 60.3%

(337,664) (144,995) -132.9% (552,773) 38.9% Total Revenue Over Expense Before CFV of Derivatives (1,078,492) (467,058) -130.9% (1,179,128) 8.5%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(337,664) (144,995) -132.9% (552,773) 38.9% Total Excess Revenue Over Expense (1,078,492) (467,058) -130.9% (1,179,128) 8.5%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

(337,664) (144,995) -132.9% (552,773) 38.9% Increase in Unrestricted Net Assets Before Change in Accounting Principle (1,078,492) (467,058) -130.9% (1,179,128) 8.5%

(30,562) 164,926 -118.5% (252,784) 87.9% EBITDA before Support Allocation (159,820) 475,902 -133.6% (297,258) 46.2%

110,923 112,781 -1.6% 97,822 13.4% Support Allocation 334,147 342,993 -2.6% 288,595 15.8%

(141,485) 52,145 -371.3% (350,605) 59.6% EBITDA after Support Allocation (493,966) 132,909 -471.7% (585,853) 15.7%
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Northwest Market
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

95 103 -7.7% 106 -10.9% Average Daily Census 90 100 -10.0% 103 -12.4%

24.1% 26.1% -7.7% 27.1% -10.9% Occupancy Percent 22.9% 25.5% -10.0% 26.2% -12.4%
2,843 3,080 -7.7% 3,192 -10.9% Patient Days 8,293 9,218 -10.0% 9,463 -12.4%

738 776 -4.9% 810 -8.9% Admissions 2,184 2,300 -5.0% 2,421 -9.8%

347 317 9.5% 322 7.8% Observation Visits 982 990 -0.8% 1,068 -8.1%

226 202 11.9% 201 12.4% Observation Visits (excl OB) 660 632 4.4% 686 -3.8%

926 929 -0.3% 986 -6.1% Acute Admissions and Observation Visits (excl OB) 2,749 2,795 -1.6% 3,035 -9.4%

24.4% 21.7% 12.2% 20.4% 19.7% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 24.0% 22.6% 6.2% 22.6% 6.2%

2.0% 1.8% 5.5% 1.8% 6.5% Observation (excl OB) % of Occupancy 1.8% 1.9% -3.5% 2.1% -14.3%

7,239 7,370 -1.8% 7,053 2.6% Adjusted Patient Days 21,111 22,240 -5.1% 21,179 -0.3%

1,879 1,857 1.2% 1,790 5.0% Adjusted Admissions 5,560 5,549 0.2% 5,418 2.6%

26,108 26,512 -1.5% 26,624 -1.9% Outpatient Visits 78,393 78,638 -0.3% 78,285 0.1%

5,135 5,318 -3.4% 5,264 -2.5% ED Visits 15,090 15,673 -3.7% 15,521 -2.8%

55 76 -27.6% 69 -20.3% Home Health Episodes 186 216 -13.9% 217 -14.3%

97 140 -30.7% 166 -41.6% IP Surgery Cases 306 361 -15.2% 427 -28.3%

229 230 -0.4% 239 -4.2% OP Surgery Cases 646 783 -17.5% 811 -20.3%

Revenue By Source

25.5% 25.7% -0.2% 27.8% -2.2% Medicare 24.5% 25.6% -1.1% 25.9% -1.4%

24.1% 26.2% -2.1% 24.4% -0.3% Managed Medicare 24.6% 26.3% -1.7% 25.9% -1.3%

8.9% 10.2% -1.3% 9.1% -0.2% Medicaid 9.1% 10.1% -0.9% 9.1% 0.0%

7.8% 7.6% 0.1% 7.6% 0.1% TennCare 8.0% 7.7% 0.3% 8.0% 0.1%

12.9% 12.1% 0.8% 12.1% 0.8% Blue Cross 13.3% 12.1% 1.2% 11.7% 1.5%

2.3% 2.5% -0.2% 2.7% -0.4% United - River Valley 2.2% 2.5% -0.3% 2.6% -0.4%

8.5% 7.3% 1.2% 6.2% 2.2% Managed Care / Commercial 7.8% 7.3% 0.4% 6.8% 1.0%

7.5% 7.1% 0.4% 7.6% -0.1% Charity / Self Pay 7.9% 7.1% 0.8% 7.6% 0.3%

2.6% 1.4% 1.2% 2.5% 0.1% Other Patient Revenue 2.6% 1.4% 1.2% 2.5% 0.1%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$9,893 $10,039 -1.5% $10,198 -3.0% IP Revenue per Patient Day $9,902 $9,952 -0.5% $10,097 -1.9%

$1,666 $1,624 2.6% $1,479 12.6% OP Revenue per Outpatient Visit $1,619 $1,648 -1.8% $1,511 7.1%

$1,711 $1,900 -9.9% $1,892 -9.6% Operating Revenue per Adjusted Patient Day $1,823 $1,886 -3.3% $1,921 -5.1%

$1,822 $1,786 -2.0% $1,925 5.4% Operating Expense per Adjusted Patient Day $1,889 $1,814 -4.1% $1,879 -0.5%

$6,592 $7,541 -12.6% $7,456 -11.6% Operating Revenue per Adjusted Admission $6,921 $7,557 -8.4% $7,510 -7.8%

$7,018 $7,088 1.0% $7,585 7.5% Operating Expense per Adjusted Admission $7,172 $7,269 1.3% $7,346 2.4%

17.0% 18.6% -8.7% 18.2% -6.2% Net Revenue % of Gross Revenue 18.1% 18.7% -3.0% 18.6% -2.8%

$6,488 $7,428 -12.7% $7,297 -11.1% Net Revenue per Adjusted Admission $6,801 $7,440 -8.6% $7,340 -7.4%

Labor Management (excl Long-Term Care)

1,130 1,151 1.9% 1,171 3.5% Employed Full Time Equivalents 1,135 1,145 0.9% 1,176 3.5%

12 10 -15.7% 14 17.4% Contract Full Time Equivalents 10 10 -1.0% 16 34.8%

1,142 1,162 1.7% 1,185 3.7% Total Full Time Equivalents (excl Providers) 1,145 1,155 0.9% 1,192 3.9%

47 51 7.2% 48 1.7% Employed Provider Full Time Equivalents 48 51 6.7% 46 -2.8%

0 1 84.3% (0) 175.5% Contract Provider Full Time Equivalents 1 1 52.3% 2 64.5%

48 52 8.9% 48 0.8% Total Provider Full Time Equivalents 48 52 7.7% 48 -0.7%

1,189 1,214 2.0% 1,233 3.6% Full Time Equivalents 1,193 1,207 1.2% 1,240 3.8%

4.90 4.92 0.2% 5.22 6.0% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 5.17 4.97 -4.1% 5.36 3.4%

107.7 111.2 3.2% 117.3 8.2% Man Hours per Adjusted Admission (incl Cont Lbr) 112.0 113.5 1.4% 119.5 6.3%

$23.74 $23.25 -2.1% $23.25 -2.1% Average Hourly Rate (excl Providers & Cont Lbr) $23.40 $23.13 -1.2% $22.85 -2.4%

$49,375 $48,363 -2.1% $48,416 -2.0% Salary Expense per FTE (excl Providers & Cont Lbr) $48,669 $48,114 -1.2% $47,590 -2.3%

$3,146 $3,183 1.2% $3,464 9.2% Labor Exp (excl Providers) per Adjusted Admission $3,238 $3,243 0.2% $3,400 4.8%

52.6% 46.9% -12.2% 51.4% -2.3% Labor Exp % of Net Revenue 51.8% 47.7% -8.5% 50.7% -2.1%

Patient Resource Management

4.58 4.85 5.6% 4.54 -0.9% Overall Medicare Average Length of Stay 4.27 4.88 12.6% 4.30 0.7%

3.85 3.97 2.9% 3.94 2.2% Overall Average Length of Stay 3.80 4.01 5.3% 3.91 2.9%

4.04 4.36 7.4% 4.05 0.2% Acute Medicare Average Length of Stay 3.68 4.42 16.6% 3.82 3.5%

2.60 2.79 6.8% 2.77 6.1% Acute Medicare Average Length of Stay - Acuity Adjusted 2.46 2.82 12.8% 2.57 4.3%

3.43 3.52 2.6% 3.67 6.6% Acute Overall Average Length of Stay 3.39 3.59 5.6% 3.67 7.7%

2.49 2.44 -2.1% 2.72 8.4% Acute Overall Average Length of Stay - Acuity Adjusted 2.55 2.49 -2.3% 2.74 7.0%

1.02 1.08 5.7% 1.07 5.3% Observation Average Length of Stay 1.00 1.08 7.6% 1.12 10.9%

1.51 1.54 -1.5% 1.45 4.4% Overall Medicare Case Mix Index 1.47 1.54 -4.5% 1.47 -0.5%

1.31 1.34 -2.2% 1.31 -0.6% Overall Case Mix Index 1.26 1.34 -5.6% 1.29 -1.9%

1.55 1.56 -0.6% 1.46 6.3% Acute Medicare Case Mix Index 1.50 1.56 -4.3% 1.48 0.8%

1.38 1.44 -4.6% 1.35 2.0% Acute Overall Case Mix Index 1.33 1.44 -7.7% 1.34 -0.7%

15.9% 14.9% -6.9% 15.8% -0.7% Supply Expense % of Net Revenue 14.7% 15.0% 2.2% 14.5% -1.3%

$1,032 $1,105 6.7% $1,152 10.5% Supply Expense per Adjusted Admission $998 $1,117 10.6% $1,063 6.1%
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Northwest Market
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

28,124,534 30,921,435 -9.0% 32,552,891 -13.6% Inpatient Revenue 82,118,445 91,740,434 -10.5% 95,550,926 -14.1%

43,490,987 43,064,880 1.0% 39,377,908 10.4% Outpatient Revenue 126,928,784 129,601,522 -2.1% 118,297,559 7.3%

71,615,520 73,986,315 -3.2% 71,930,799 -0.4% Total Gross Patient Revenue 209,047,229 221,341,956 -5.6% 213,848,485 -2.2%

Deductions from Revenue

53,766,409 55,074,344 2.4% 53,780,856 0.0% Contractual Adjustments 155,050,472 164,602,541 5.8% 158,365,295 2.1%

968,242 780,594 -24.0% 612,274 -58.1% Charity 2,321,831 2,325,188 0.1% 2,879,688 19.4%

1,487,280 1,533,034 3.0% 1,913,612 22.3% Contra Revenue - Charity 4,578,855 4,720,386 3.0% 4,888,399 6.3%

217,862 270,486 19.5% 334,268 34.8% Provision for Bad Debt 655,424 830,637 21.1% 871,592 24.8%

2,983,771 2,535,709 -17.7% 2,230,266 -33.8% Uninsured Discount 8,631,182 7,578,595 -13.9% 7,070,312 -22.1%

59,423,563 60,194,166 1.3% 58,871,276 -0.9% Total Deductions 171,237,764 180,057,347 4.9% 174,075,286 1.6%

12,191,957 13,792,149 -11.6% 13,059,523 -6.6% Net Patient Service Revenue 37,809,465 41,284,609 -8.4% 39,773,199 -4.9%

195,805 209,238 -6.4% 285,814 -31.5% Other Operating Revenue 668,734 650,190 2.9% 918,728 -27.2%

12,387,762 14,001,387 -11.5% 13,345,337 -7.2% Total Operating Revenue 38,478,200 41,934,799 -8.2% 40,691,926 -5.4%

Operating Expense

4,261,350 4,234,926 -0.6% 4,346,710 2.0% Salaries 12,933,868 12,836,026 -0.8% 13,167,331 1.8%

581,806 616,001 5.6% 646,121 10.0% Provider Salaries 1,789,979 1,882,036 4.9% 1,797,625 0.4%

30,604 49,496 38.2% (14,366) 313.0% Contract Labor - Providers 132,943 151,788 12.4% 285,606 53.5%

57,250 73,014 21.6% 109,628 47.8% Contract Labor - Other 201,402 229,251 12.1% 306,484 34.3%

1,054,699 1,073,751 1.8% 1,214,946 13.2% Employee Benefits 3,200,747 3,306,972 3.2% 3,369,889 5.0%

2,259,033 2,030,799 -11.2% 2,188,119 -3.2% Fees 7,303,021 6,515,792 -12.1% 6,193,566 -17.9%

1,950,565 2,064,122 5.5% 2,069,173 5.7% Supplies 5,577,023 6,233,737 10.5% 5,792,913 3.7%

209,322 221,659 5.6% 211,018 0.8% Utilities 614,941 665,145 7.5% 647,666 5.1%

1,167,249 1,175,693 0.7% 1,218,833 4.2% Other Expense 3,361,581 3,605,488 6.8% 3,544,570 5.2%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

729,987 735,797 0.8% 695,840 -4.9% Depreciation 2,162,943 2,227,115 2.9% 2,050,311 -5.5%

661 654 -1.0% 654 -1.0% Amortization 1,984 1,963 -1.0% 1,963 -1.0%

106,932 120,566 11.3% 153,564 30.4% Interest & Taxes 281,265 370,335 24.1% 450,729 37.6%

12,409,458 12,396,477 -0.1% 12,840,242 3.4% Total Operating Expense 37,561,696 38,025,648 1.2% 37,608,653 0.1%

(21,695) 1,604,910 -101.4% 505,095 -104.3% Net Operating Income before Support Allocation 916,504 3,909,151 -76.6% 3,083,273 -70.3%

446,616 444,215 -0.5% 438,059 -2.0% Support Allocation - Salaries, Contract Labor & Benefits 1,383,981 1,369,052 -1.1% 1,309,281 -5.7%

331,543 320,363 -3.5% 297,743 -11.4% Support Allocation - Other 927,126 944,681 1.9% 887,453 -4.5%

(799,854) 840,332 -195.2% (230,707) -246.7% Net Operating Income after Support Allocation (1,394,602) 1,595,418 -187.4% 886,539 -257.3%

31,102 18,509 68.0% 30,340 2.5% Net Investment Income 77,366 49,167 57.4% 70,405 9.9%

3,407 0 100.0% (13,600) 125.0% Realized Gain on Investments 15,237 0 100.0% (11,875) 228.3%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 950 -100.0% Gain / (Loss) on Disposal 3,500 0 100.0% 950 268.4%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (714) 100.0% Incentive Pay 0 0 0.0% (714) 100.0%

(4,983) 332 -1600.0% (6,830) 27.1% Other Non Operating Income / (Expense) (53,077) 4,244 -1350.5% (25,629) -107.1%

29,526 18,841 56.7% 10,146 191.0% Total Non Operating Income  / (Expense) 43,026 53,411 -19.4% 33,137 29.8%

(770,328) 859,173 -189.7% (220,560) -249.3% Total Revenue Over Expense Before CFV of Derivatives (1,351,577) 1,648,830 -182.0% 919,677 -247.0%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(770,328) 859,173 -189.7% (220,560) -249.3% Total Excess Revenue Over Expense (1,351,577) 1,648,830 -182.0% 919,677 -247.0%

128,197 0 100.0% (286,517) 144.7% Net Unrealized Gain / (Loss) on Investments 651,654 0 100.0% (948,987) 168.7%

(642,131) 859,173 -174.7% (507,077) -26.6% Increase in Unrestricted Net Assets Before Change in Accounting Principle (699,922) 1,648,830 -142.4% (29,311) -2288.0%

845,412 2,480,769 -65.9% 1,365,301 -38.1% EBITDA before Support Allocation 3,405,721 6,561,976 -48.1% 5,619,414 -39.4%

778,159 764,578 1.8% 735,802 5.8% Support Allocation 2,311,106 2,313,733 -0.1% 2,196,734 5.2%

67,253 1,716,191 -96.1% 629,499 -89.3% EBITDA after Support Allocation 1,094,615 4,248,243 -74.2% 3,422,680 -68.0%
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Indian Path Medical Center
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

56 60 -7.1% 70 -19.9% Average Daily Census 56 60 -7.2% 69 -19.3%

23.3% 25.1% -7.1% 29.1% -19.9% Occupancy Percent 23.3% 25.1% -7.2% 28.9% -19.3%
1,673 1,801 -7.1% 2,088 -19.9% Patient Days 5,125 5,523 -7.2% 6,350 -19.3%

425 482 -11.8% 506 -16.0% Admissions 1,335 1,438 -7.2% 1,537 -13.1%

198 195 1.5% 196 1.0% Observation Visits 573 601 -4.7% 657 -12.8%

121 109 11.0% 102 18.6% Observation Visits (excl OB) 363 337 7.7% 365 -0.5%

546 591 -7.6% 608 -10.2% Acute Admissions and Observation Visits (excl OB) 1,698 1,775 -4.3% 1,902 -10.7%

22.2% 18.4% 20.2% 16.8% 32.1% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 21.4% 19.0% 12.6% 19.2% 11.4%

1.9% 1.8% 6.3% 1.6% 17.4% Observation (excl OB) % of Occupancy 1.8% 1.8% 3.6% 2.0% -8.4%

3,860 3,882 -0.6% 4,036 -4.4% Adjusted Patient Days 11,576 11,910 -2.8% 12,224 -5.3%

981 1,039 -5.6% 978 0.3% Adjusted Admissions 3,015 3,101 -2.8% 2,959 1.9%

10,691 10,743 -0.5% 10,609 0.8% Outpatient Visits 32,132 32,051 0.3% 31,652 1.5%

2,548 2,636 -3.3% 2,648 -3.8% ED Visits 7,674 7,792 -1.5% 7,826 -1.9%

75 100 -25.0% 120 -37.5% IP Surgery Cases 235 268 -12.3% 315 -25.4%

200 190 5.3% 185 8.1% OP Surgery Cases 537 613 -12.4% 584 -8.0%

Revenue By Source

22.4% 22.4% 0.0% 25.1% -2.7% Medicare 22.2% 22.4% -0.3% 22.8% -0.7%

29.8% 32.4% -2.7% 30.1% -0.3% Managed Medicare 30.3% 32.4% -2.1% 32.2% -1.9%

3.1% 3.6% -0.6% 3.4% -0.3% Medicaid 2.8% 3.6% -0.8% 3.3% -0.5%

12.1% 12.2% -0.1% 11.7% 0.4% TennCare 12.5% 12.2% 0.3% 12.3% 0.2%

13.4% 12.2% 1.2% 12.5% 0.9% Blue Cross 13.6% 12.2% 1.4% 11.5% 2.1%

2.3% 2.6% -0.3% 2.9% -0.6% United - River Valley 2.2% 2.6% -0.4% 2.7% -0.5%

9.9% 8.5% 1.4% 6.8% 3.1% Managed Care / Commercial 9.0% 8.5% 0.5% 7.3% 1.7%

5.2% 5.0% 0.2% 5.3% -0.2% Charity / Self Pay 5.4% 5.0% 0.5% 5.6% -0.1%

1.9% 1.1% 0.8% 2.2% -0.3% Other Patient Revenue 2.1% 1.1% 1.0% 2.4% -0.3%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$11,791 $12,027 -2.0% $11,649 1.2% IP Revenue per Patient Day $11,579 $11,854 -2.3% $11,400 1.6%

$2,412 $2,330 3.5% $2,139 12.8% OP Revenue per Outpatient Visit $2,325 $2,362 -1.6% $2,116 9.9%

$1,771 $1,999 -11.4% $1,711 3.5% Operating Revenue per Adjusted Patient Day $1,829 $1,972 -7.3% $1,820 0.5%

$1,876 $1,852 -1.3% $1,860 -0.8% Operating Expense per Adjusted Patient Day $1,921 $1,866 -2.9% $1,819 -5.6%

$6,973 $7,468 -6.6% $7,059 -1.2% Operating Revenue per Adjusted Admission $7,020 $7,574 -7.3% $7,518 -6.6%

$7,384 $6,920 -6.7% $7,675 3.8% Operating Expense per Adjusted Admission $7,374 $7,168 -2.9% $7,514 1.9%

15.0% 16.6% -9.5% 14.5% 3.5% Net Revenue % of Gross Revenue 15.7% 16.6% -5.1% 15.8% -0.1%

$6,956 $7,445 -6.6% $6,961 -0.1% Net Revenue per Adjusted Admission $6,994 $7,550 -7.4% $7,420 -5.8%

Labor Management (excl Long-Term Care)

595 594 -0.2% 633 6.0% Employed Full Time Equivalents 603 594 -1.5% 647 6.9%

3 1 -152.9% 5 36.9% Contract Full Time Equivalents 2 1 -65.5% 7 67.6%

598 595 -0.5% 638 6.2% Total Full Time Equivalents (excl Providers) 605 595 -1.6% 654 7.5%

(2) 3 167.5% 3 172.0% Employed Provider Full Time Equivalents 1 3 75.8% 3 73.7%

(2) 3 167.5% 3 172.0% Total Provider Full Time Equivalents 1 3 75.8% 3 73.7%

596 598 0.4% 641 7.0% Full Time Equivalents 606 598 -1.2% 657 7.8%

4.63 4.62 -0.2% 4.76 2.8% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 4.81 4.62 -4.1% 4.94 2.7%

103.9 98.4 -5.6% 112.2 7.4% Man Hours per Adjusted Admission (incl Cont Lbr) 105.3 101.2 -4.1% 116.5 9.6%

$24.54 $23.95 -2.5% $23.70 -3.6% Average Hourly Rate (excl Providers & Cont Lbr) $24.25 $23.94 -1.3% $23.46 -3.4%

$51,040 $49,820 -2.5% $49,344 -3.4% Salary Expense per FTE (excl Providers & Cont Lbr) $50,450 $49,802 -1.3% $48,845 -3.3%

$3,132 $2,910 -7.6% $3,365 6.9% Labor Exp (excl Providers) per Adjusted Admission $3,138 $2,995 -4.8% $3,370 6.9%

44.9% 39.3% -14.4% 48.5% 7.4% Labor Exp % of Net Revenue 44.9% 39.8% -12.7% 45.6% 1.4%

Patient Resource Management

4.58 4.09 -11.9% 4.35 -5.3% Overall Medicare Average Length of Stay 4.29 4.22 -1.7% 4.31 0.4%

3.94 3.74 -5.4% 4.13 4.6% Overall Average Length of Stay 3.84 3.84 0.0% 4.13 7.1%

4.58 4.09 -11.9% 4.35 -5.3% Acute Medicare Average Length of Stay 4.29 4.22 -1.7% 4.31 0.4%

2.75 2.46 -11.8% 2.84 3.1% Acute Medicare Average Length of Stay - Acuity Adjusted 2.70 2.54 -6.3% 2.75 1.6%

3.94 3.74 -5.4% 4.13 4.6% Acute Overall Average Length of Stay 3.84 3.84 0.0% 4.13 7.1%

2.70 2.46 -9.7% 2.90 7.0% Acute Overall Average Length of Stay - Acuity Adjusted 2.75 2.53 -8.9% 2.92 5.9%

1.12 1.17 4.2% 1.13 1.0% Observation Average Length of Stay 1.12 1.16 3.8% 1.21 7.8%

1.66 1.66 0.1% 1.53 8.7% Overall Medicare Case Mix Index 1.59 1.66 -4.4% 1.57 1.2%

1.36 1.40 -3.2% 1.36 -0.3% Overall Case Mix Index 1.30 1.40 -7.3% 1.33 -2.3%

1.66 1.66 0.1% 1.53 8.7% Acute Medicare Case Mix Index 1.59 1.66 -4.4% 1.57 1.2%

1.46 1.52 -3.9% 1.42 2.6% Acute Overall Case Mix Index 1.39 1.52 -8.2% 1.41 -1.3%

19.5% 18.2% -7.1% 21.7% 10.2% Supply Expense % of Net Revenue 18.7% 18.3% -2.5% 18.8% 0.6%

$1,354 $1,353 0.0% $1,508 10.2% Supply Expense per Adjusted Admission $1,309 $1,379 5.1% $1,397 6.3%
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Indian Path Medical Center
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

19,726,943 21,660,655 -8.9% 24,323,334 -18.9% Inpatient Revenue 59,340,602 65,471,915 -9.4% 72,390,138 -18.0%

25,784,621 25,027,025 3.0% 22,690,889 13.6% Outpatient Revenue 74,694,674 75,716,377 -1.3% 66,962,105 11.5%

45,511,564 46,687,680 -2.5% 47,014,223 -3.2% Total Gross Patient Revenue 134,035,276 141,188,292 -5.1% 139,352,243 -3.8%

Deductions from Revenue

35,873,859 36,590,270 2.0% 37,798,863 5.1% Contractual Adjustments 104,625,662 110,541,888 5.4% 109,409,618 4.4%

424,955 392,096 -8.4% 349,446 -21.6% Charity 1,088,930 1,186,189 8.2% 1,759,826 38.1%

762,946 704,966 -8.2% 935,331 18.4% Contra Revenue - Charity 2,344,492 2,204,410 -6.4% 2,345,921 0.1%

84,759 117,494 27.9% 162,938 48.0% Provision for Bad Debt 286,072 367,402 22.1% 424,478 32.6%

1,544,515 1,148,281 -34.5% 959,954 -60.9% Uninsured Discount 4,601,286 3,474,299 -32.4% 3,457,470 -33.1%

38,691,034 38,953,106 0.7% 40,206,533 3.8% Total Deductions 112,946,443 117,774,187 4.1% 117,397,313 3.8%

6,820,529 7,734,574 -11.8% 6,807,690 0.2% Net Patient Service Revenue 21,088,833 23,414,105 -9.9% 21,954,931 -3.9%

16,359 24,489 -33.2% 96,493 -83.0% Other Operating Revenue 80,641 73,540 9.7% 290,190 -72.2%

6,836,888 7,759,063 -11.9% 6,904,183 -1.0% Total Operating Revenue 21,169,474 23,487,645 -9.9% 22,245,121 -4.8%

Operating Expense

2,301,973 2,221,730 -3.6% 2,373,337 3.0% Salaries 7,063,667 6,813,583 -3.7% 7,383,879 4.3%

(8,635) 12,891 167.0% 11,000 178.5% Provider Salaries 8,788 39,533 77.8% 33,000 73.4%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

18,604 22,284 16.5% 47,924 61.2% Contract Labor - Other 62,948 72,601 13.3% 158,861 60.4%

481,982 507,246 5.0% 601,306 19.8% Employee Benefits 1,491,734 1,563,782 4.6% 1,615,206 7.6%

1,519,098 1,451,558 -4.7% 1,423,716 -6.7% Fees 5,046,783 4,674,212 -8.0% 4,181,048 -20.7%

1,327,360 1,405,746 5.6% 1,474,668 10.0% Supplies 3,947,428 4,277,473 7.7% 4,134,006 4.5%

113,244 108,248 -4.6% 110,057 -2.9% Utilities 324,322 324,834 0.2% 344,286 5.8%

657,888 630,431 -4.4% 628,581 -4.7% Other Expense 1,873,548 1,957,019 4.3% 1,893,696 1.1%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

326,831 321,636 -1.6% 297,431 -9.9% Depreciation 939,544 965,908 2.7% 882,253 -6.5%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

84,458 89,778 5.9% 130,226 35.1% Interest & Taxes 209,698 276,359 24.1% 380,369 44.9%

6,822,802 6,771,548 -0.8% 7,098,248 3.9% Total Operating Expense 20,968,460 20,965,305 0.0% 21,006,603 0.2%

14,086 987,516 -98.6% (194,065) 107.3% Net Operating Income before Support Allocation 201,014 2,522,340 -92.0% 1,238,518 -83.8%

268,285 271,905 1.3% 268,754 0.2% Support Allocation - Salaries, Contract Labor & Benefits 844,238 837,764 -0.8% 812,591 -3.9%

148,527 145,888 -1.8% 139,713 -6.3% Support Allocation - Other 421,846 426,370 1.1% 412,680 -2.2%

(402,726) 569,722 -170.7% (602,533) 33.2% Net Operating Income after Support Allocation (1,065,069) 1,258,207 -184.6% 13,246 -8140.5%

2,607 813 220.7% 10,084 -74.1% Net Investment Income 9,303 2,493 273.2% 12,326 -24.5%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (389) 100.0% Incentive Pay 0 0 0.0% (389) 100.0%

(2,207) 4,086 -154.0% (122) -1710.2% Other Non Operating Income / (Expense) (31,504) 12,537 -351.3% 10,130 -411.0%

400 4,899 -91.8% 9,573 -95.8% Total Non Operating Income  / (Expense) (22,202) 15,030 -247.7% 22,068 -200.6%

(402,325) 574,621 -170.0% (592,960) 32.1% Total Revenue Over Expense Before CFV of Derivatives (1,087,271) 1,273,236 -185.4% 35,314 -3178.8%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(402,325) 574,621 -170.0% (592,960) 32.1% Total Excess Revenue Over Expense (1,087,271) 1,273,236 -185.4% 35,314 -3178.8%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

(402,325) 574,621 -170.0% (592,960) 32.1% Increase in Unrestricted Net Assets Before Change in Accounting Principle (1,087,271) 1,273,236 -185.4% 35,314 -3178.8%

425,775 1,403,829 -69.7% 243,166 75.1% EBITDA before Support Allocation 1,328,055 3,779,638 -64.9% 2,523,207 -47.4%

416,811 417,793 -0.2% 408,468 2.0% Support Allocation 1,266,084 1,264,134 0.2% 1,225,271 3.3%

8,964 986,036 -99.1% (165,302) 105.4% EBITDA after Support Allocation 61,972 2,515,504 -97.5% 1,297,935 -95.2%
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Norton Community Consolidated
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

39 43 -8.5% 37 6.0% Average Daily Census 34 40 -14.3% 34 1.8%

25.3% 27.7% -8.5% 23.9% 6.0% Occupancy Percent 22.4% 26.1% -14.3% 22.0% 1.8%
1,170 1,279 -8.5% 1,104 6.0% Patient Days 3,168 3,695 -14.3% 3,113 1.8%

313 294 6.5% 304 3.0% Admissions 849 862 -1.5% 884 -4.0%

149 122 22.1% 126 18.3% Observation Visits 409 389 5.1% 411 -0.5%

105 93 12.9% 99 6.1% Observation Visits (excl OB) 297 295 0.7% 321 -7.5%

380 338 12.4% 378 0.5% Acute Admissions and Observation Visits (excl OB) 1,051 1,020 3.0% 1,133 -7.2%

27.6% 27.5% 0.4% 26.2% 5.5% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 28.3% 28.9% -2.3% 28.3% -0.3%

2.1% 2.0% 4.4% 2.2% -5.9% Observation (excl OB) % of Occupancy 1.8% 2.0% -13.1% 2.3% -22.5%

3,637 3,770 -3.5% 3,343 8.8% Adjusted Patient Days 10,433 11,275 -7.5% 10,013 4.2%

973 867 12.3% 920 5.7% Adjusted Admissions 2,796 2,630 6.3% 2,843 -1.7%

15,417 15,769 -2.2% 16,015 -3.7% Outpatient Visits 46,261 46,587 -0.7% 46,633 -0.8%

2,587 2,682 -3.5% 2,616 -1.1% ED Visits 7,416 7,881 -5.9% 7,695 -3.6%

55 76 -27.6% 69 -20.3% Home Health Episodes 186 216 -13.9% 217 -14.3%

22 40 -45.0% 46 -52.2% IP Surgery Cases 71 93 -23.7% 112 -36.6%

29 40 -27.5% 54 -46.3% OP Surgery Cases 109 170 -35.9% 227 -52.0%

Revenue By Source

31.0% 31.2% -0.2% 32.7% -1.7% Medicare 28.7% 30.9% -2.3% 31.4% -2.8%

14.2% 15.9% -1.7% 13.9% 0.3% Managed Medicare 14.5% 15.8% -1.3% 14.2% 0.3%

19.1% 21.0% -1.9% 19.7% -0.6% Medicaid 20.5% 21.0% -0.5% 19.9% 0.6%

0.1% 0.1% 0.1% 0.0% 0.1% TennCare 0.1% 0.1% 0.0% 0.1% 0.1%

12.0% 11.8% 0.1% 11.4% 0.6% Blue Cross 12.7% 11.9% 0.8% 12.2% 0.4%

2.3% 2.3% 0.0% 2.3% 0.0% United - River Valley 2.2% 2.3% -0.1% 2.5% -0.3%

5.9% 5.3% 0.6% 5.1% 0.8% Managed Care / Commercial 5.6% 5.4% 0.2% 5.8% -0.2%

11.6% 10.7% 0.9% 11.8% -0.2% Charity / Self Pay 12.2% 10.8% 1.5% 11.4% 0.9%

3.8% 1.8% 1.9% 3.1% 0.6% Other Patient Revenue 3.5% 1.8% 1.7% 2.6% 1.0%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$7,177 $7,241 -0.9% $7,454 -3.7% IP Revenue per Patient Day $7,190 $7,109 1.1% $7,440 -3.4%

$1,148 $1,144 0.4% $1,042 10.2% OP Revenue per Outpatient Visit $1,129 $1,157 -2.4% $1,101 2.6%

$1,526 $1,656 -7.8% $1,927 -20.8% Operating Revenue per Adjusted Patient Day $1,659 $1,636 1.4% $1,842 -9.9%

$1,635 $1,584 -3.3% $1,816 9.9% Operating Expense per Adjusted Patient Day $1,691 $1,606 -5.3% $1,755 3.7%

$5,705 $7,203 -20.8% $6,998 -18.5% Operating Revenue per Adjusted Admission $6,191 $7,013 -11.7% $6,488 -4.6%

$6,113 $6,891 11.3% $6,594 7.3% Operating Expense per Adjusted Admission $6,309 $6,885 8.4% $6,181 -2.1%

20.6% 22.2% -7.3% 25.1% -18.0% Net Revenue % of Gross Revenue 22.3% 22.3% 0.0% 23.9% -6.8%

$5,521 $6,990 -21.0% $6,792 -18.7% Net Revenue per Adjusted Admission $5,980 $6,794 -12.0% $6,267 -4.6%

Labor Management (excl Long-Term Care)

535 558 4.1% 538 0.7% Employed Full Time Equivalents 532 551 3.5% 529 -0.6%

9 9 4.2% 9 6.3% Contract Full Time Equivalents 8 9 8.7% 9 9.8%

544 567 4.1% 548 0.7% Total Full Time Equivalents (excl Providers) 540 560 3.6% 538 -0.4%

50 48 -3.9% 45 -10.0% Employed Provider Full Time Equivalents 47 48 1.9% 43 -8.2%

0 1 84.3% (0) 175.5% Contract Provider Full Time Equivalents 1 1 52.3% 2 64.5%

50 49 -1.9% 45 -11.0% Total Provider Full Time Equivalents 47 49 3.1% 45 -5.7%

593 616 3.6% 593 -0.1% Full Time Equivalents 588 609 3.5% 583 -0.8%

4.85 4.85 0.0% 5.26 7.8% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 5.13 4.92 -4.3% 5.29 3.1%

103.3 120.2 14.1% 108.9 5.2% Man Hours per Adjusted Admission (incl Cont Lbr) 109.1 120.2 9.2% 106.4 -2.5%

$22.85 $22.51 -1.5% $22.73 -0.5% Average Hourly Rate (excl Providers & Cont Lbr) $22.43 $22.26 -0.8% $22.12 -1.4%

$47,524 $46,814 -1.5% $47,326 -0.4% Salary Expense per FTE (excl Providers & Cont Lbr) $46,651 $46,295 -0.8% $46,054 -1.3%

$2,959 $3,373 12.3% $3,209 7.8% Labor Exp (excl Providers) per Adjusted Admission $3,096 $3,357 7.8% $3,013 -2.7%

62.4% 56.7% -10.1% 54.6% -14.3% Labor Exp % of Net Revenue 60.4% 58.1% -4.1% 57.0% -6.0%

Patient Resource Management

4.58 5.60 18.1% 4.76 3.7% Overall Medicare Average Length of Stay 4.24 5.54 23.4% 4.28 0.9%

3.74 4.35 14.1% 3.63 -2.9% Overall Average Length of Stay 3.73 4.29 12.9% 3.52 -6.0%

3.42 4.66 26.8% 3.63 6.0% Acute Medicare Average Length of Stay 2.97 4.64 36.0% 3.17 6.3%

2.50 3.36 25.5% 2.78 10.0% Acute Medicare Average Length of Stay - Acuity Adjusted 2.23 3.34 33.2% 2.43 8.2%

2.65 3.10 14.4% 2.85 7.0% Acute Overall Average Length of Stay 2.60 3.10 16.3% 2.81 7.5%

2.15 2.39 10.1% 2.41 10.9% Acute Overall Average Length of Stay - Acuity Adjusted 2.13 2.39 10.7% 2.37 10.1%

0.90 0.98 7.5% 1.02 11.3% Observation Average Length of Stay 0.85 0.98 13.7% 1.01 16.2%

1.31 1.35 -3.0% 1.30 0.6% Overall Medicare Case Mix Index 1.29 1.35 -4.4% 1.30 -0.7%

1.23 1.23 -0.6% 1.22 0.8% Overall Case Mix Index 1.20 1.23 -2.8% 1.20 0.3%

1.37 1.39 -1.6% 1.31 4.5% Acute Medicare Case Mix Index 1.33 1.39 -4.2% 1.30 2.0%

1.24 1.30 -4.8% 1.18 4.5% Acute Overall Case Mix Index 1.22 1.30 -6.3% 1.18 2.9%

11.4% 10.7% -6.6% 9.4% -21.1% Supply Expense % of Net Revenue 9.6% 10.7% 10.8% 9.1% -5.0%

$628 $746 15.8% $639 1.6% Supply Expense per Adjusted Admission $573 $730 21.5% $572 -0.2%
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Norton Community Consolidated
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

8,397,591 9,260,780 -9.3% 8,229,557 2.0% Inpatient Revenue 22,777,843 26,268,519 -13.3% 23,160,788 -1.7%

17,706,366 18,037,855 -1.8% 16,687,019 6.1% Outpatient Revenue 52,234,110 53,885,145 -3.1% 51,335,454 1.8%

26,103,957 27,298,635 -4.4% 24,916,576 4.8% Total Gross Patient Revenue 75,011,953 80,153,664 -6.4% 74,496,242 0.7%

Deductions from Revenue

17,892,550 18,484,074 3.2% 15,981,992 -12.0% Contractual Adjustments 50,424,810 54,060,652 6.7% 48,955,677 -3.0%

543,287 388,498 -39.8% 262,828 -106.7% Charity 1,232,902 1,139,000 -8.2% 1,119,862 -10.1%

724,333 828,068 12.5% 978,281 26.0% Contra Revenue - Charity 2,234,362 2,515,976 11.2% 2,542,478 12.1%

133,103 152,992 13.0% 171,329 22.3% Provision for Bad Debt 369,352 463,235 20.3% 447,115 17.4%

1,439,256 1,387,427 -3.7% 1,270,312 -13.3% Uninsured Discount 4,029,896 4,104,296 1.8% 3,612,842 -11.5%

20,732,529 21,241,060 2.4% 18,664,743 -11.1% Total Deductions 58,291,321 62,283,160 6.4% 56,677,974 -2.8%

5,371,428 6,057,575 -11.3% 6,251,833 -14.1% Net Patient Service Revenue 16,720,632 17,870,504 -6.4% 17,818,268 -6.2%

179,446 184,749 -2.9% 189,321 -5.2% Other Operating Revenue 588,093 576,650 2.0% 628,537 -6.4%

5,550,874 6,242,324 -11.1% 6,441,154 -13.8% Total Operating Revenue 17,308,725 18,447,154 -6.2% 18,446,805 -6.2%

Operating Expense

1,959,377 2,013,196 2.7% 1,973,372 0.7% Salaries 5,870,201 6,022,442 2.5% 5,783,451 -1.5%

590,441 603,110 2.1% 635,121 7.0% Provider Salaries 1,781,191 1,842,503 3.3% 1,764,625 -0.9%

30,604 49,496 38.2% (14,366) 313.0% Contract Labor - Providers 132,943 151,788 12.4% 285,606 53.5%

38,646 50,730 23.8% 61,704 37.4% Contract Labor - Other 138,454 156,650 11.6% 147,623 6.2%

572,717 566,504 -1.1% 613,640 6.7% Employee Benefits 1,709,013 1,743,191 2.0% 1,754,684 2.6%

739,936 579,241 -27.7% 764,403 3.2% Fees 2,256,238 1,841,580 -22.5% 2,012,517 -12.1%

623,205 658,376 5.3% 594,504 -4.8% Supplies 1,629,595 1,956,264 16.7% 1,658,907 1.8%

96,078 113,411 15.3% 100,961 4.8% Utilities 290,619 340,310 14.6% 303,380 4.2%

509,361 545,262 6.6% 590,252 13.7% Other Expense 1,488,034 1,648,469 9.7% 1,650,875 9.9%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

403,155 414,161 2.7% 398,409 -1.2% Depreciation 1,223,399 1,261,207 3.0% 1,168,058 -4.7%

661 654 -1.0% 654 -1.0% Amortization 1,984 1,963 -1.0% 1,963 -1.0%

22,474 30,788 27.0% 23,338 3.7% Interest & Taxes 71,566 93,976 23.8% 70,361 -1.7%

5,586,655 5,624,929 0.7% 5,741,994 2.7% Total Operating Expense 16,593,236 17,060,343 2.7% 16,602,050 0.1%

(35,781) 617,394 -105.8% 699,160 -105.1% Net Operating Income before Support Allocation 715,490 1,386,811 -48.4% 1,844,755 -61.2%

178,332 172,310 -3.5% 169,305 -5.3% Support Allocation - Salaries, Contract Labor & Benefits 539,743 531,288 -1.6% 496,690 -8.7%

183,016 174,475 -4.9% 158,029 -15.8% Support Allocation - Other 505,280 518,311 2.5% 474,773 -6.4%

(397,129) 270,610 -246.8% 371,826 -206.8% Net Operating Income after Support Allocation (329,533) 337,212 -197.7% 873,293 -137.7%

28,495 17,696 61.0% 20,257 40.7% Net Investment Income 68,063 46,674 45.8% 58,079 17.2%

3,407 0 100.0% (13,600) 125.0% Realized Gain on Investments 15,237 0 100.0% (11,875) 228.3%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 950 -100.0% Gain / (Loss) on Disposal 3,500 0 100.0% 950 268.4%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (325) 100.0% Incentive Pay 0 0 0.0% (325) 100.0%

(2,776) (3,754) 26.1% (6,709) 58.6% Other Non Operating Income / (Expense) (21,572) (8,293) -160.1% (35,759) 39.7%

29,126 13,942 108.9% 573 4981.0% Total Non Operating Income  / (Expense) 65,227 38,382 69.9% 11,070 489.2%

(368,002) 284,552 -229.3% 372,399 -198.8% Total Revenue Over Expense Before CFV of Derivatives (264,306) 375,594 -170.4% 884,362 -129.9%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(368,002) 284,552 -229.3% 372,399 -198.8% Total Excess Revenue Over Expense (264,306) 375,594 -170.4% 884,362 -129.9%

128,197 0 100.0% (286,517) 144.7% Net Unrealized Gain / (Loss) on Investments 651,654 0 100.0% (948,987) 168.7%

(239,806) 284,552 -184.3% 85,883 -379.2% Increase in Unrestricted Net Assets Before Change in Accounting Principle 387,348 375,594 3.1% (64,625) 699.4%

419,636 1,076,940 -61.0% 1,122,135 -62.6% EBITDA before Support Allocation 2,077,665 2,782,339 -25.3% 3,096,207 -32.9%

361,348 346,785 4.2% 327,334 10.4% Support Allocation 1,045,023 1,049,599 -0.4% 971,463 7.6%

58,289 730,155 -92.0% 794,801 -92.7% EBITDA after Support Allocation 1,032,643 1,732,740 -40.4% 2,124,745 -51.4%
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Southeast Market
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

41 51 -19.0% 54 -23.0% Average Daily Census 45 49 -8.9% 52 -14.5%

24.2% 29.9% -19.0% 31.5% -23.0% Occupancy Percent 26.2% 28.7% -8.9% 30.6% -14.5%
1,242 1,533 -19.0% 1,614 -23.0% Patient Days 4,118 4,522 -8.9% 4,818 -14.5%

300 370 -18.9% 372 -19.4% Admissions 965 1,111 -13.1% 1,112 -13.2%

133 144 -7.6% 139 -4.3% Observation Visits 457 427 7.0% 490 -6.7%

133 144 -7.6% 139 -4.3% Observation Visits (excl OB) 457 427 7.0% 490 -6.7%

409 491 -16.7% 484 -15.5% Acute Admissions and Observation Visits (excl OB) 1,354 1,471 -8.0% 1,527 -11.3%

32.5% 29.3% 10.9% 28.7% 13.2% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 33.8% 29.0% 16.3% 32.1% 5.2%

3.3% 3.2% 2.5% 2.8% 16.0% Observation (excl OB) % of Occupancy 3.4% 3.1% 10.6% 3.3% 1.7%

4,156 4,363 -4.8% 4,607 -9.8% Adjusted Patient Days 13,031 12,730 2.4% 13,600 -4.2%

1,004 1,053 -4.7% 1,062 -5.5% Adjusted Admissions 3,054 3,128 -2.4% 3,139 -2.7%

11,521 11,881 -3.0% 11,841 -2.7% Outpatient Visits 34,718 34,357 1.1% 34,245 1.4%

3,562 3,649 -2.4% 3,619 -1.6% ED Visits 10,606 10,755 -1.4% 10,666 -0.6%

20 33 -39.4% 35 -42.9% IP Surgery Cases 84 123 -31.7% 119 -29.4%

80 83 -3.6% 102 -21.6% OP Surgery Cases 247 251 -1.6% 305 -19.0%

Revenue By Source

22.1% 24.9% -2.7% 25.0% -2.8% Medicare 23.1% 24.9% -1.8% 26.7% -3.6%

29.9% 25.1% 4.8% 26.7% 3.1% Managed Medicare 28.6% 25.1% 3.5% 25.4% 3.3%

0.6% 0.7% -0.1% 1.0% -0.4% Medicaid 0.7% 0.7% 0.0% 0.9% -0.2%

16.3% 17.8% -1.5% 18.9% -2.6% TennCare 16.3% 17.7% -1.5% 17.0% -0.7%

13.0% 14.2% -1.3% 11.6% 1.4% Blue Cross 12.7% 14.2% -1.4% 12.5% 0.2%

1.8% 2.9% -1.1% 1.9% -0.1% United - River Valley 2.1% 2.9% -0.8% 1.7% 0.5%

6.9% 5.6% 1.3% 5.7% 1.2% Managed Care / Commercial 6.5% 5.6% 1.0% 6.4% 0.1%

7.6% 7.9% -0.3% 7.3% 0.3% Charity / Self Pay 7.6% 7.9% -0.2% 7.5% 0.2%

1.9% 1.1% 0.8% 2.0% 0.0% Other Patient Revenue 2.2% 1.1% 1.2% 1.9% 0.3%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$6,934 $7,080 -2.1% $6,616 4.8% IP Revenue per Patient Day $6,894 $7,237 -4.7% $6,660 3.5%

$1,754 $1,687 4.0% $1,672 4.9% OP Revenue per Outpatient Visit $1,770 $1,729 2.4% $1,708 3.6%

$1,112 $1,187 -6.3% $1,137 -2.2% Operating Revenue per Adjusted Patient Day $1,106 $1,215 -8.9% $1,117 -0.9%

$1,257 $1,246 -0.9% $1,177 -6.8% Operating Expense per Adjusted Patient Day $1,211 $1,288 6.0% $1,224 1.1%

$4,604 $4,918 -6.4% $4,933 -6.7% Operating Revenue per Adjusted Admission $4,722 $4,943 -4.5% $4,838 -2.4%

$5,204 $5,163 -0.8% $5,109 -1.9% Operating Expense per Adjusted Admission $5,166 $5,244 1.5% $5,304 2.6%

15.8% 16.5% -4.4% 17.0% -6.8% Net Revenue % of Gross Revenue 15.8% 16.6% -4.5% 16.5% -4.4%

$4,537 $4,852 -6.5% $4,867 -6.8% Net Revenue per Adjusted Admission $4,651 $4,876 -4.6% $4,771 -2.5%

Labor Management (excl Long-Term Care)

509 538 5.4% 595 14.5% Employed Full Time Equivalents 518 532 2.6% 595 12.9%

3 5 37.0% 10 67.0% Contract Full Time Equivalents 3 5 42.3% 11 71.2%

512 543 5.7% 605 15.4% Total Full Time Equivalents (excl Providers) 521 537 3.0% 606 14.0%

3 4 18.0% 4 20.6% Employed Provider Full Time Equivalents 3 4 4.3% 3 -23.0%

3 4 18.0% 4 20.6% Total Provider Full Time Equivalents 3 4 4.3% 3 -23.0%

515 546 5.7% 609 15.4% Full Time Equivalents 525 541 3.0% 609 13.8%

3.72 3.76 1.0% 3.96 6.2% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 3.70 3.91 5.2% 4.12 10.0%

87.7 88.7 1.1% 98.1 10.6% Man Hours per Adjusted Admission (incl Cont Lbr) 90.1 90.7 0.6% 101.8 11.5%

$24.46 $24.48 0.1% $22.79 -7.3% Average Hourly Rate (excl Providers & Cont Lbr) $23.97 $24.27 1.2% $22.42 -6.9%

$50,876 $50,910 0.1% $47,463 -7.2% Salary Expense per FTE (excl Providers & Cont Lbr) $49,862 $50,474 1.2% $46,695 -6.8%

$2,685 $2,693 0.3% $2,806 4.3% Labor Exp (excl Providers) per Adjusted Admission $2,702 $2,741 1.4% $2,840 4.8%

59.7% 56.1% -6.4% 58.3% -2.4% Labor Exp % of Net Revenue 58.7% 56.8% -3.4% 60.1% 2.3%

Patient Resource Management

3.13 4.24 26.2% 4.02 22.1% Overall Medicare Average Length of Stay 3.45 4.12 16.1% 4.14 16.6%

4.14 4.14 0.1% 4.34 4.6% Overall Average Length of Stay 4.27 4.07 -4.8% 4.33 1.5%

3.07 4.08 24.8% 3.66 16.1% Acute Medicare Average Length of Stay 3.33 3.96 16.0% 3.87 14.1%

2.37 3.20 26.1% 3.08 23.1% Acute Medicare Average Length of Stay - Acuity Adjusted 2.62 3.11 15.8% 3.13 16.4%

3.28 3.38 2.9% 3.69 11.1% Acute Overall Average Length of Stay 3.42 3.32 -3.1% 3.64 5.8%

2.60 2.73 5.0% 3.06 15.2% Acute Overall Average Length of Stay - Acuity Adjusted 2.70 2.68 -0.6% 2.97 8.9%

1.26 1.13 -10.9% 1.04 -21.2% Observation Average Length of Stay 1.17 1.13 -3.3% 1.07 -9.1%

1.27 1.24 2.4% 1.18 8.1% Overall Medicare Case Mix Index 1.25 1.24 0.7% 1.22 2.8%

1.22 1.21 0.0% 1.18 3.3% Overall Case Mix Index 1.23 1.22 1.1% 1.18 3.7%

1.30 1.28 1.7% 1.19 9.1% Acute Medicare Case Mix Index 1.27 1.28 -0.3% 1.24 2.8%

1.26 1.24 2.2% 1.21 4.8% Acute Overall Case Mix Index 1.27 1.24 2.5% 1.23 3.4%

12.2% 12.5% 1.8% 14.2% 14.0% Supply Expense % of Net Revenue 12.1% 12.7% 4.7% 14.9% 19.1%

$556 $605 8.2% $693 19.8% Supply Expense per Adjusted Admission $562 $618 9.1% $712 21.1%

Operating Statistics (Long-Term Care) 

1,305 1,260 3.6% 1,094 19.3% Nursing Home Patient Days 3,941 3,864 2.0% 3,604 9.4%

14 16 -12.5% 16 -12.5% Nursing Home Admissions 47 45 4.4% 45 4.4%

46 50 8.5% 63 27.2% Nursing Home Full Time Equivalents 48 50 4.2% 62 23.2%
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Southeast Market
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

9,271,817 11,650,931 -20.4% 11,411,893 -18.8% Inpatient Revenue 30,354,774 35,169,542 -13.7% 34,485,571 -12.0%

20,209,662 20,044,975 0.8% 19,804,091 2.0% Outpatient Revenue 61,460,583 59,415,765 3.4% 58,505,979 5.1%

29,481,479 31,695,905 -7.0% 31,215,984 -5.6% Total Gross Patient Revenue 91,815,357 94,585,307 -2.9% 92,991,550 -1.3%

Deductions from Revenue

22,441,356 23,503,095 4.5% 22,917,772 2.1% Contractual Adjustments 69,549,160 70,077,762 0.8% 69,436,646 -0.2%

160,036 202,341 20.9% 299,695 46.6% Charity 613,997 604,829 -1.5% 577,689 -6.3%

430,428 720,394 40.3% 811,176 46.9% Contra Revenue - Charity 1,784,837 2,216,386 19.5% 2,173,248 17.9%

334,307 257,179 -30.0% 447,490 25.3% Provision for Bad Debt 689,290 775,053 11.1% 738,201 6.6%

1,320,293 1,625,635 18.8% 1,328,464 0.6% Uninsured Discount 4,101,090 4,807,294 14.7% 4,192,367 2.2%

24,686,419 26,308,644 6.2% 25,804,598 4.3% Total Deductions 76,738,373 78,481,324 2.2% 77,118,152 0.5%

4,795,060 5,387,261 -11.0% 5,411,386 -11.4% Net Patient Service Revenue 15,076,983 16,103,983 -6.4% 15,873,398 -5.0%

70,109 75,659 -7.3% 72,900 -3.8% Other Operating Revenue 230,784 226,967 1.7% 214,660 7.5%

4,865,169 5,462,920 -10.9% 5,484,286 -11.3% Total Operating Revenue 15,307,767 16,330,950 -6.3% 16,088,058 -4.9%

Operating Expense

2,118,670 2,252,129 5.9% 2,342,845 9.6% Salaries 6,508,985 6,772,532 3.9% 7,045,353 7.6%

36,134 44,044 18.0% 47,380 23.7% Provider Salaries 124,240 134,764 7.8% 119,157 -4.3%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

29,785 46,189 35.5% 78,052 61.8% Contract Labor - Other 95,530 145,608 34.4% 223,463 57.3%

501,261 517,569 3.2% 553,772 9.5% Employee Benefits 1,536,301 1,584,282 3.0% 1,606,400 4.4%

906,559 902,898 -0.4% 653,455 -38.7% Fees 2,889,564 2,845,778 -1.5% 2,273,568 -27.1%

584,051 661,567 11.7% 777,318 24.9% Supplies 1,803,823 2,006,567 10.1% 2,355,228 23.4%

127,184 115,182 -10.4% 112,019 -13.5% Utilities 367,991 362,050 -1.6% 361,110 -1.9%

632,194 628,990 -0.5% 510,532 -23.8% Other Expense 1,615,956 1,707,542 5.4% 1,746,773 7.5%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

223,874 226,538 1.2% 248,741 10.0% Depreciation 660,664 672,656 1.8% 673,018 1.8%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

34,408 34,697 0.8% 44,094 22.0% Interest & Taxes 107,599 107,032 -0.5% 134,097 19.8%

5,194,121 5,429,802 4.3% 5,368,208 3.2% Total Operating Expense 15,710,652 16,338,810 3.8% 16,538,166 5.0%

(328,952) 33,118 -1093.3% 116,078 -383.4% Net Operating Income before Support Allocation (402,885) (7,860) -5025.9% (450,108) 10.5%

220,962 216,282 -2.2% 216,378 -2.1% Support Allocation - Salaries, Contract Labor & Benefits 675,820 666,654 -1.4% 666,040 -1.5%

140,756 134,399 -4.7% 139,181 -1.1% Support Allocation - Other 386,538 393,165 1.7% 379,730 -1.8%

(690,671) (317,563) -117.5% (239,481) -188.4% Net Operating Income after Support Allocation (1,465,243) (1,067,678) -37.2% (1,495,878) 2.0%

32 0 100.0% 839 -96.1% Net Investment Income 76 0 100.0% 4,319 -98.3%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (357) 100.0% Incentive Pay 0 0 0.0% (9,021) 100.0%

1,886 (2,682) 170.3% (3,269) 157.7% Other Non Operating Income / (Expense) 313 (9,015) 103.5% (15,372) 102.0%

1,919 (2,682) 171.5% (2,787) 168.9% Total Non Operating Income  / (Expense) 388 (9,015) 104.3% (20,074) 101.9%

(688,752) (320,246) -115.1% (242,268) -184.3% Total Revenue Over Expense Before CFV of Derivatives (1,464,854) (1,076,694) -36.1% (1,515,952) 3.4%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(688,752) (320,246) -115.1% (242,268) -184.3% Total Excess Revenue Over Expense (1,464,854) (1,076,694) -36.1% (1,515,952) 3.4%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

(688,752) (320,246) -115.1% (242,268) -184.3% Increase in Unrestricted Net Assets Before Change in Accounting Principle (1,464,854) (1,076,694) -36.1% (1,515,952) 3.4%

(68,751) 291,670 -123.6% 406,126 -116.9% EBITDA before Support Allocation 365,766 762,813 -52.1% 336,933 8.6%

361,718 350,681 3.1% 355,559 1.7% Support Allocation 1,062,358 1,059,818 0.2% 1,045,770 1.6%

(430,470) (59,011) -629.5% 50,567 -951.3% EBITDA after Support Allocation (696,591) (297,006) -134.5% (708,837) 1.7%
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Sycamore Shoals Hospital
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

37 46 -19.5% 49 -24.3% Average Daily Census 41 44 -7.8% 47 -13.6%

30.6% 38.0% -19.5% 40.4% -24.3% Occupancy Percent 33.7% 36.6% -7.8% 39.0% -13.6%
1,112 1,381 -19.5% 1,468 -24.3% Patient Days 3,753 4,071 -7.8% 4,342 -13.6%

256 324 -21.0% 323 -20.7% Admissions 854 978 -12.7% 977 -12.6%

106 113 -6.2% 115 -7.8% Observation Visits 374 332 12.7% 364 2.7%

106 113 -6.2% 115 -7.8% Observation Visits (excl OB) 374 332 12.7% 364 2.7%

338 414 -18.4% 411 -17.8% Acute Admissions and Observation Visits (excl OB) 1,160 1,243 -6.7% 1,266 -8.4%

31.4% 27.3% 14.9% 28.0% 12.1% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 32.2% 26.7% 20.7% 28.8% 12.1%

3.4% 3.5% -3.9% 3.2% 5.1% Observation (excl OB) % of Occupancy 3.9% 3.4% 14.4% 3.5% 9.7%

3,105 3,284 -5.5% 3,521 -11.8% Adjusted Patient Days 9,976 9,619 3.7% 10,159 -1.8%

715 771 -7.2% 775 -7.7% Adjusted Admissions 2,270 2,311 -1.8% 2,286 -0.7%

5,790 5,518 4.9% 5,480 5.7% Outpatient Visits 17,496 16,406 6.6% 16,292 7.4%

2,036 2,084 -2.3% 2,074 -1.8% ED Visits 6,150 6,044 1.8% 6,016 2.2%

20 33 -39.4% 30 -33.3% IP Surgery Cases 84 123 -31.7% 109 -22.9%

80 83 -3.6% 74 8.1% OP Surgery Cases 247 251 -1.6% 242 2.1%

Revenue By Source

20.1% 25.3% -5.1% 23.5% -3.3% Medicare 21.2% 25.3% -4.2% 25.6% -4.5%

31.9% 26.8% 5.1% 27.8% 4.1% Managed Medicare 30.3% 26.9% 3.4% 26.3% 4.0%

0.1% 0.3% -0.2% 0.1% 0.0% Medicaid 0.3% 0.3% 0.0% 0.3% 0.0%

16.3% 18.4% -2.0% 20.4% -4.1% TennCare 16.5% 18.4% -1.9% 18.2% -1.7%

13.7% 12.6% 1.1% 11.6% 2.1% Blue Cross 13.2% 12.6% 0.6% 12.9% 0.3%

2.3% 2.8% -0.4% 2.4% 0.0% United - River Valley 2.6% 2.7% -0.1% 2.1% 0.6%

6.3% 5.2% 1.1% 4.4% 1.9% Managed Care / Commercial 6.2% 5.2% 1.0% 5.4% 0.9%

7.4% 7.9% -0.5% 8.1% -0.7% Charity / Self Pay 7.8% 7.9% -0.1% 7.6% 0.2%

1.7% 0.7% 1.0% 1.6% 0.1% Other Patient Revenue 1.9% 0.7% 1.2% 1.6% 0.3%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$7,136 $7,313 -2.4% $6,648 7.3% IP Revenue per Patient Day $7,094 $7,494 -5.3% $6,828 3.9%

$2,456 $2,522 -2.6% $2,490 -1.4% OP Revenue per Outpatient Visit $2,523 $2,534 -0.4% $2,438 3.5%

$1,095 $1,155 -5.2% $1,092 0.3% Operating Revenue per Adjusted Patient Day $1,097 $1,185 -7.4% $1,127 -2.6%

$1,088 $1,069 -1.8% $991 -9.8% Operating Expense per Adjusted Patient Day $1,037 $1,113 6.8% $1,067 2.8%

$4,756 $4,925 -3.4% $4,963 -4.2% Operating Revenue per Adjusted Admission $4,823 $4,931 -2.2% $5,008 -3.7%

$4,728 $4,558 -3.7% $4,506 -4.9% Operating Expense per Adjusted Admission $4,557 $4,633 1.6% $4,744 3.9%

15.1% 15.6% -2.9% 16.2% -6.5% Net Revenue % of Gross Revenue 15.3% 15.6% -2.2% 16.3% -6.3%

$4,695 $4,863 -3.5% $4,896 -4.1% Net Revenue per Adjusted Admission $4,760 $4,869 -2.2% $4,943 -3.7%

Labor Management (excl Long-Term Care)

337 353 4.7% 390 13.6% Employed Full Time Equivalents 346 349 1.0% 387 10.6%

2 5 48.4% 10 73.8% Contract Full Time Equivalents 3 5 48.3% 10 75.0%

339 358 5.3% 399 15.1% Total Full Time Equivalents (excl Providers) 348 354 1.6% 397 12.3%

339 358 5.3% 399 15.1% Full Time Equivalents 348 354 1.6% 397 12.3%

3.28 3.27 -0.2% 3.40 3.7% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 3.21 3.39 5.2% 3.59 10.7%

81.1 79.4 -2.1% 88.2 8.1% Man Hours per Adjusted Admission (incl Cont Lbr) 80.4 80.3 -0.1% 91.1 11.8%

$24.40 $24.59 0.7% $22.98 -6.2% Average Hourly Rate (excl Providers & Cont Lbr) $23.90 $24.38 2.0% $22.66 -5.5%

$50,760 $51,140 0.7% $47,850 -6.1% Salary Expense per FTE (excl Providers & Cont Lbr) $49,705 $50,720 2.0% $47,182 -5.3%

$2,482 $2,414 -2.9% $2,515 1.3% Labor Exp (excl Providers) per Adjusted Admission $2,418 $2,430 0.5% $2,552 5.3%

52.9% 49.6% -6.5% 51.4% -2.9% Labor Exp % of Net Revenue 50.8% 49.9% -1.8% 51.6% 1.6%

Patient Resource Management

3.20 4.38 26.8% 4.27 25.0% Overall Medicare Average Length of Stay 3.55 4.23 16.1% 4.27 16.8%

4.34 4.26 -1.9% 4.54 4.4% Overall Average Length of Stay 4.39 4.16 -5.6% 4.44 1.1%

3.13 4.21 25.5% 3.83 18.3% Acute Medicare Average Length of Stay 3.40 4.07 16.3% 3.94 13.7%

2.40 3.29 27.0% 3.23 25.6% Acute Medicare Average Length of Stay - Acuity Adjusted 2.67 3.18 16.1% 3.18 16.3%

3.34 3.39 1.4% 3.81 12.3% Acute Overall Average Length of Stay 3.44 3.31 -4.0% 3.65 5.7%

2.63 2.67 1.5% 3.15 16.5% Acute Overall Average Length of Stay - Acuity Adjusted 2.71 2.61 -3.9% 2.97 8.9%

1.16 1.13 -2.4% 1.02 -14.1% Observation Average Length of Stay 1.15 1.13 -1.5% 1.08 -6.8%

1.28 1.25 2.7% 1.18 8.7% Overall Medicare Case Mix Index 1.25 1.25 0.7% 1.22 3.1%

1.25 1.24 0.9% 1.20 4.8% Overall Case Mix Index 1.25 1.24 0.7% 1.21 3.6%

1.31 1.28 2.1% 1.19 9.9% Acute Medicare Case Mix Index 1.28 1.28 -0.3% 1.24 3.1%

1.27 1.27 0.1% 1.21 5.0% Acute Overall Case Mix Index 1.27 1.27 0.1% 1.23 3.5%

13.5% 14.1% 4.5% 15.6% 13.7% Supply Expense % of Net Revenue 13.4% 14.3% 6.5% 15.8% 15.1%

$633 $687 7.8% $765 17.2% Supply Expense per Adjusted Admission $637 $697 8.6% $779 18.3%
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Sycamore Shoals Hospital
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

7,934,679 10,099,359 -21.4% 9,759,819 -18.7% Inpatient Revenue 26,623,931 30,507,220 -12.7% 29,646,296 -10.2%

14,220,671 13,918,514 2.2% 13,647,687 4.2% Outpatient Revenue 44,147,139 41,574,194 6.2% 39,718,374 11.2%

22,155,350 24,017,873 -7.8% 23,407,506 -5.3% Total Gross Patient Revenue 70,771,070 72,081,414 -1.8% 69,364,670 2.0%

Deductions from Revenue

17,210,644 18,286,773 5.9% 17,287,779 0.4% Contractual Adjustments 54,309,821 54,812,996 0.9% 52,056,669 -4.3%

147,634 184,938 20.2% 277,762 46.8% Charity 577,349 555,027 -4.0% 508,125 -13.6%

363,826 616,500 41.0% 694,981 47.6% Contra Revenue - Charity 1,549,797 1,906,225 18.7% 1,842,755 15.9%

111,156 118,295 6.0% 128,634 13.6% Provision for Bad Debt 313,866 365,770 14.2% 356,594 12.0%

966,035 1,064,033 9.2% 1,225,313 21.2% Uninsured Discount 3,214,148 3,190,085 -0.8% 3,301,910 2.7%

18,799,296 20,270,538 7.3% 19,614,468 4.2% Total Deductions 59,964,982 60,830,103 1.4% 58,066,053 -3.3%

3,356,054 3,747,335 -10.4% 3,793,038 -11.5% Net Patient Service Revenue 10,806,088 11,251,311 -4.0% 11,298,617 -4.4%

43,408 47,394 -8.4% 51,877 -16.3% Other Operating Revenue 142,053 142,205 -0.1% 148,855 -4.6%

3,399,462 3,794,729 -10.4% 3,844,915 -11.6% Total Operating Revenue 10,948,141 11,393,515 -3.9% 11,447,472 -4.4%

Operating Expense

1,305,587 1,379,472 5.4% 1,435,360 9.0% Salaries 4,024,090 4,141,153 2.8% 4,301,942 6.5%

0 0 0.0% 0 0.0% Provider Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

17,288 33,161 47.9% 57,916 70.1% Contract Labor - Other 59,966 104,072 42.4% 171,865 65.1%

322,767 312,608 -3.2% 319,743 -0.9% Employee Benefits 983,340 955,104 -3.0% 946,022 -3.9%

543,463 508,447 -6.9% 306,871 -77.1% Fees 1,599,070 1,600,091 0.1% 1,283,138 -24.6%

452,678 529,380 14.5% 592,524 23.6% Supplies 1,446,480 1,610,473 10.2% 1,781,874 18.8%

68,894 62,864 -9.6% 58,641 -17.5% Utilities 210,616 201,300 -4.6% 211,778 0.5%

288,130 296,537 2.8% 298,764 3.6% Other Expense 856,349 923,661 7.3% 964,114 11.2%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

136,732 144,768 5.6% 161,209 15.2% Depreciation 410,061 426,249 3.8% 413,557 0.8%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

33,159 33,406 0.7% 41,848 20.8% Interest & Taxes 103,706 103,071 -0.6% 127,266 18.5%

3,168,698 3,300,642 4.0% 3,272,876 3.2% Total Operating Expense 9,693,680 10,065,175 3.7% 10,201,555 5.0%

230,764 494,087 -53.3% 572,039 -59.7% Net Operating Income before Support Allocation 1,254,462 1,328,340 -5.6% 1,245,917 0.7%

128,783 134,474 4.2% 135,503 5.0% Support Allocation - Salaries, Contract Labor & Benefits 421,566 414,336 -1.7% 413,919 -1.8%

81,979 77,111 -6.3% 82,444 0.6% Support Allocation - Other 230,055 227,209 -1.3% 228,200 -0.8%

20,002 282,502 -92.9% 354,092 -94.4% Net Operating Income after Support Allocation 602,841 686,795 -12.2% 603,798 -0.2%

18 0 100.0% 0 8027.3% Net Investment Income 44 0 100.0% 1,898 -97.7%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% 7,884 -100.0% Incentive Pay 0 0 0.0% (232) 100.0%

(40) (504) 92.1% (1,300) 96.9% Other Non Operating Income / (Expense) 1,010 (1,910) 152.9% (1,100) 191.8%

(22) (504) 95.6% 6,584 -100.3% Total Non Operating Income  / (Expense) 1,054 (1,910) 155.2% 566 86.3%

19,980 281,998 -92.9% 360,676 -94.5% Total Revenue Over Expense Before CFV of Derivatives 603,896 684,886 -11.8% 604,364 -0.1%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

19,980 281,998 -92.9% 360,676 -94.5% Total Excess Revenue Over Expense 603,896 684,886 -11.8% 604,364 -0.1%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

19,980 281,998 -92.9% 360,676 -94.5% Increase in Unrestricted Net Assets Before Change in Accounting Principle 603,896 684,886 -11.8% 604,364 -0.1%

400,632 671,756 -40.4% 781,681 -48.7% EBITDA before Support Allocation 1,769,284 1,855,751 -4.7% 1,787,307 -1.0%

210,762 211,585 -0.4% 217,947 -3.3% Support Allocation 651,620 641,545 1.6% 642,119 1.5%

189,870 460,171 -58.7% 563,734 -66.3% EBITDA after Support Allocation 1,117,663 1,214,206 -8.0% 1,145,188 -2.4%
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Unicoi County Consolidated
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

4 5 -16.7% 5 -13.7% Average Daily Census 4 5 -19.6% 5 -25.8%

8.3% 10.0% -16.7% 9.7% -13.7% Occupancy Percent 7.8% 9.7% -19.6% 10.5% -25.8%
120 144 -16.7% 139 -13.7% Patient Days 345 429 -19.6% 465 -25.8%

40 42 -4.8% 45 -11.1% Admissions 103 122 -15.6% 129 -20.2%

25 29 -13.8% 24 4.2% Observation Visits 77 90 -14.4% 123 -37.4%

25 29 -13.8% 24 4.2% Observation Visits (excl OB) 77 90 -14.4% 123 -37.4%

65 71 -8.5% 69 -5.8% Acute Admissions and Observation Visits (excl OB) 180 212 -15.1% 252 -28.6%

38.5% 40.8% -5.8% 34.8% 10.6% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 42.8% 42.5% 0.8% 48.8% -12.4%

3.0% 2.2% 38.7% 1.9% 59.3% Observation (excl OB) % of Occupancy 2.2% 2.2% 4.2% 2.9% -23.3%

815 867 -6.1% 736 10.7% Adjusted Patient Days 2,482 2,575 -3.6% 2,733 -9.2%

272 253 7.4% 238 13.9% Adjusted Admissions 741 732 1.2% 758 -2.3%

1,974 2,338 -15.6% 2,393 -17.5% Outpatient Visits 6,335 6,758 -6.3% 6,918 -8.4%

601 652 -7.8% 646 -7.0% ED Visits 1,856 2,013 -7.8% 1,991 -6.8%

0 0 0.0% 5 -100.0% IP Surgery Cases 0 0 0.0% 10 -100.0%

0 0 0.0% 28 -100.0% OP Surgery Cases 0 0 0.0% 63 -100.0%

Revenue By Source

29.1% 23.3% 5.9% 31.1% -1.9% Medicare 31.1% 23.4% 7.7% 31.5% -0.4%

25.0% 18.9% 6.1% 24.8% 0.2% Managed Medicare 24.4% 18.9% 5.4% 23.8% 0.5%

2.5% 2.3% 0.2% 4.4% -1.9% Medicaid 2.8% 2.4% 0.4% 3.6% -0.8%

12.3% 11.5% 0.8% 10.0% 2.2% TennCare 12.3% 11.5% 0.9% 9.2% 3.1%

10.2% 22.3% -12.1% 11.4% -1.2% Blue Cross 10.3% 22.1% -11.9% 11.0% -0.7%

0.0% 4.1% -4.1% 0.0% 0.0% United - River Valley 0.0% 4.1% -4.1% 0.0% 0.0%

10.5% 8.0% 2.5% 11.7% -1.2% Managed Care / Commercial 8.9% 8.0% 0.9% 11.6% -2.7%

8.0% 7.6% 0.4% 3.7% 4.2% Charity / Self Pay 6.8% 7.6% -0.8% 6.6% 0.1%

2.4% 2.0% 0.4% 2.9% -0.5% Other Patient Revenue 3.4% 2.0% 1.5% 2.7% 0.7%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$5,330 $5,038 5.8% $6,367 -16.3% IP Revenue per Patient Day $4,912 $5,008 -1.9% $5,134 -4.3%

$1,876 $1,558 20.4% $1,589 18.0% OP Revenue per Outpatient Visit $1,657 $1,590 4.2% $1,683 -1.6%

$833 $816 2.1% $1,096 -24.0% Operating Revenue per Adjusted Patient Day $710 $803 -11.5% $717 -1.0%

$1,378 $1,318 -4.5% $1,646 16.3% Operating Expense per Adjusted Patient Day $1,265 $1,305 3.0% $1,345 5.9%

$2,500 $2,798 -10.6% $3,385 -26.2% Operating Revenue per Adjusted Admission $2,379 $2,822 -15.7% $2,586 -8.0%

$4,134 $4,520 8.5% $5,083 18.7% Operating Expense per Adjusted Admission $4,237 $4,588 7.6% $4,848 12.6%

15.4% 16.0% -3.8% 17.0% -9.5% Net Revenue % of Gross Revenue 14.1% 15.8% -10.7% 13.8% 2.7%

$2,461 $2,763 -11.0% $3,345 -26.4% Net Revenue per Adjusted Admission $2,324 $2,786 -16.6% $2,546 -8.7%

Labor Management (excl Long-Term Care)

98 104 5.4% 124 20.9% Employed Full Time Equivalents 97 103 6.3% 127 23.8%

1 0 -155.7% 0 -148.2% Contract Full Time Equivalents 0 0 -42.3% 0 0.8%

99 104 4.9% 124 20.5% Total Full Time Equivalents (excl Providers) 97 104 6.1% 128 23.7%

99 104 4.9% 124 20.5% Full Time Equivalents 97 104 6.1% 128 23.7%

3.64 3.60 -1.2% 5.07 28.1% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 3.61 3.71 2.6% 4.29 16.0%

62.2 70.3 11.4% 89.3 30.3% Man Hours per Adjusted Admission (incl Cont Lbr) 68.9 74.2 7.3% 88.3 22.0%

$24.85 $24.64 -0.8% $22.57 -10.1% Average Hourly Rate (excl Providers & Cont Lbr) $24.57 $24.53 -0.2% $21.94 -12.0%

$51,684 $51,250 -0.8% $46,994 -10.0% Salary Expense per FTE (excl Providers & Cont Lbr) $51,116 $51,027 -0.2% $45,692 -11.9%

$1,937 $2,180 11.2% $2,608 25.7% Labor Exp (excl Providers) per Adjusted Admission $2,093 $2,299 9.0% $2,446 14.4%

78.7% 78.9% 0.2% 78.0% -1.0% Labor Exp % of Net Revenue 90.0% 82.5% -9.1% 96.1% 6.3%

Patient Resource Management

2.87 3.56 19.4% 3.00 4.4% Overall Medicare Average Length of Stay 3.02 3.52 14.1% 3.63 16.7%

3.00 3.43 12.5% 3.09 2.9% Overall Average Length of Stay 3.35 3.52 4.7% 3.60 7.1%

2.87 3.56 19.4% 3.00 4.4% Acute Medicare Average Length of Stay 3.02 3.52 14.1% 3.63 16.7%

3.00 3.43 12.5% 3.09 2.9% Acute Overall Average Length of Stay 3.35 3.52 4.7% 3.60 7.1%

0.00 3.35 100.0% 0.00 0.0% Acute Overall Average Length of Stay - Acuity Adjusted 0.00 3.43 100.0% 0.00 0.0%

1.72 1.07 -60.9% 1.13 -52.9% Observation Average Length of Stay 1.29 1.06 -21.8% 1.05 -22.6%

1.00 1.02 -2.3% 1.07 -6.3% Overall Case Mix Index 1.04 1.02 1.6% 1.02 1.7%

0.00 1.02 -100.0% 0.00 0.0% Acute Overall Case Mix Index 0.00 1.02 -100.0% 0.00 0.0%

9.3% 9.0% -2.9% 13.0% 28.7% Supply Expense % of Net Revenue 7.9% 9.3% 15.2% 17.3% 54.7%

$228 $249 8.4% $436 47.6% Supply Expense per Adjusted Admission $183 $258 29.2% $442 58.7%

Operating Statistics (Long-Term Care) 

1,305 1,260 3.6% 1,094 19.3% Nursing Home Patient Days 3,941 3,864 2.0% 3,604 9.4%

14 16 -12.5% 16 -12.5% Nursing Home Admissions 47 45 4.4% 45 4.4%

46 50 8.5% 63 27.2% Nursing Home Full Time Equivalents 48 50 4.2% 62 23.2%
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Unicoi County Consolidated
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

1,299,786 1,522,187 -14.6% 1,618,578 -19.7% Inpatient Revenue 3,659,717 4,591,416 -20.3% 4,783,437 -23.5%

3,707,724 3,647,691 1.6% 3,806,555 -2.6% Outpatient Revenue 10,515,851 10,758,643 -2.3% 11,662,778 -9.8%

5,007,510 5,169,878 -3.1% 5,425,134 -7.7% Total Gross Patient Revenue 14,175,568 15,350,060 -7.7% 16,446,214 -13.8%

Deductions from Revenue

3,641,018 3,910,128 6.9% 4,065,935 10.5% Contractual Adjustments 10,660,586 11,609,694 8.2% 12,680,064 15.9%

0 3,058 100.0% 0 0.0% Charity 0 9,026 100.0% 24,620 100.0%

10 (4,254) 100.2% 425 97.5% Contra Revenue - Charity 31 (2,345) 101.3% 16,688 99.8%

179,797 101,623 -76.9% 293,911 38.8% Provision for Bad Debt 295,301 301,591 2.1% 286,117 -3.2%

277,539 182,526 -52.1% 24,016 -1055.6% Uninsured Discount 622,698 538,630 -15.6% 609,864 -2.1%

4,098,364 4,193,081 2.3% 4,384,287 6.5% Total Deductions 11,578,617 12,456,597 7.0% 13,617,353 15.0%

909,145 976,797 -6.9% 1,040,846 -12.7% Net Patient Service Revenue 2,596,951 2,893,463 -10.2% 2,828,862 -8.2%

12,761 14,312 -10.8% 12,853 -0.7% Other Operating Revenue 55,649 42,945 29.6% 34,095 63.2%

921,907 991,109 -7.0% 1,053,699 -12.5% Total Operating Revenue 2,652,600 2,936,408 -9.7% 2,862,956 -7.3%

Operating Expense

530,444 567,530 6.5% 618,955 14.3% Salaries 1,620,062 1,727,030 6.2% 1,865,321 13.1%

0 0 0.0% 0 0.0% Provider Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

11,392 10,488 -8.6% 17,028 33.1% Contract Labor - Other 29,938 33,272 10.0% 44,593 32.9%

110,532 130,842 15.5% 157,128 29.7% Employee Benefits 340,756 401,543 15.1% 438,138 22.2%

239,311 256,051 6.5% 223,393 -7.1% Fees 854,158 836,414 -2.1% 671,473 -27.2%

88,293 87,311 -1.1% 145,588 39.4% Supplies 224,073 263,633 15.0% 456,163 50.9%

45,884 40,433 -13.5% 42,106 -9.0% Utilities 119,385 122,128 2.2% 121,503 1.7%

281,465 262,346 -7.3% 165,509 -70.1% Other Expense 554,740 576,072 3.7% 592,840 6.4%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

55,689 50,625 -10.0% 56,778 1.9% Depreciation 157,602 152,660 -3.2% 166,858 5.5%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

(40) 2 1791.1% 28 240.9% Interest & Taxes (62) 7 976.6% 28 319.1%

1,362,970 1,405,628 3.0% 1,426,513 4.5% Total Operating Expense 3,900,651 4,112,760 5.2% 4,356,915 10.5%

(441,064) (414,519) -6.4% (372,814) -18.3% Net Operating Income before Support Allocation (1,248,051) (1,176,352) -6.1% (1,493,959) 16.5%

61,223 51,707 -18.4% 52,088 -17.5% Support Allocation - Salaries, Contract Labor & Benefits 158,868 159,542 0.4% 164,351 3.3%

29,788 28,538 -4.4% 32,557 8.5% Support Allocation - Other 80,005 84,146 4.9% 89,932 11.0%

(532,074) (494,764) -7.5% (457,459) -16.3% Net Operating Income after Support Allocation (1,486,925) (1,420,040) -4.7% (1,748,242) 14.9%

15 0 100.0% 839 -98.3% Net Investment Income 31 0 100.0% 2,419 -98.7%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (8,195) 100.0% Incentive Pay 0 0 0.0% (8,743) 100.0%

774 (1,471) 152.6% (1,033) 175.0% Other Non Operating Income / (Expense) (452) (4,799) 90.6% (12,121) 96.3%

789 (1,471) 153.6% (8,389) 109.4% Total Non Operating Income  / (Expense) (421) (4,799) 91.2% (18,445) 97.7%

(531,286) (496,235) -7.1% (465,848) -14.0% Total Revenue Over Expense Before CFV of Derivatives (1,487,346) (1,424,840) -4.4% (1,766,688) 15.8%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(531,286) (496,235) -7.1% (465,848) -14.0% Total Excess Revenue Over Expense (1,487,346) (1,424,840) -4.4% (1,766,688) 15.8%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

(531,286) (496,235) -7.1% (465,848) -14.0% Increase in Unrestricted Net Assets Before Change in Accounting Principle (1,487,346) (1,424,840) -4.4% (1,766,688) 15.8%

(384,626) (365,363) -5.3% (324,397) -18.6% EBITDA before Support Allocation (1,090,933) (1,028,484) -6.1% (1,345,518) 18.9%

91,011 80,245 13.4% 84,645 7.5% Support Allocation 238,874 243,688 -2.0% 254,284 -6.1%

(475,636) (445,608) -6.7% (409,042) -16.3% EBITDA after Support Allocation (1,329,807) (1,272,173) -4.5% (1,599,802) 16.9%

37 MSHA6926



Johnson County Community Hospital
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

0 0 25.0% 0 42.9% Average Daily Census 0 0 -9.1% 0 81.8%

16.7% 13.3% 25.0% 11.7% 42.9% Occupancy Percent 10.9% 12.0% -9.1% 6.0% 81.8%
10 8 25.0% 7 42.9% Patient Days 20 22 -9.1% 11 81.8%

4 4 0.0% 4 0.0% Admissions 8 11 -27.3% 6 33.3%

2 2 0.0% 0 100.0% Observation Visits 6 5 20.0% 3 100.0%

2 2 0.0% 0 100.0% Observation Visits (excl OB) 6 5 20.0% 3 100.0%

6 6 0.0% 4 50.0% Acute Admissions and Observation Visits (excl OB) 14 16 -12.5% 9 55.6%

33.3% 33.3% 0.0% 0.0% 100.0% Observation Visits (excl OB) % of Observation Visits (excl OB) & Acute Admissions 42.9% 31.3% 37.1% 33.3% 28.6%

1.7% 6.7% -75.0% 0.0% 100.0% Observation (excl OB) % of Occupancy 2.2% 6.0% -63.6% 1.6% 33.3%

621 683 -9.1% 498 24.6% Adjusted Patient Days 1,931 2,220 -13.0% 1,415 36.5%

248 341 -27.3% 285 -12.8% Adjusted Admissions 773 1,110 -30.4% 772 0.1%

3,757 4,025 -6.7% 3,968 -5.3% Outpatient Visits 10,887 11,193 -2.7% 11,035 -1.3%

925 913 1.3% 899 2.9% ED Visits 2,600 2,698 -3.6% 2,659 -2.2%

Revenue By Source

25.4% 24.2% 1.2% 24.8% 0.7% Medicare 25.7% 24.2% 1.5% 25.4% 0.3%

21.0% 20.7% 0.2% 20.3% 0.6% Managed Medicare 21.3% 20.7% 0.6% 20.3% 1.0%

0.5% 0.9% -0.4% 0.6% -0.1% Medicaid 0.7% 0.9% -0.2% 1.0% -0.3%

25.3% 25.2% 0.1% 26.0% -0.7% TennCare 23.4% 25.2% -1.7% 24.3% -0.8%

11.6% 12.8% -1.2% 12.0% -0.3% Blue Cross 12.7% 12.8% -0.1% 12.1% 0.6%

0.9% 1.7% -0.8% 1.7% -0.9% United - River Valley 1.7% 1.7% 0.0% 1.9% -0.2%

4.0% 4.2% -0.2% 3.0% 1.0% Managed Care / Commercial 4.1% 4.2% -0.1% 4.2% -0.1%

8.3% 7.7% 0.5% 8.6% -0.3% Charity / Self Pay 7.6% 7.7% -0.1% 7.9% -0.3%

3.0% 2.6% 0.4% 3.1% -0.1% Other Patient Revenue 2.8% 2.6% 0.2% 3.0% -0.2%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$3,735 $3,673 1.7% $4,785 -21.9% IP Revenue per Patient Day $3,556 $3,223 10.3% $5,076 -29.9%

$607 $616 -1.4% $592 2.5% OP Revenue per Outpatient Visit $624 $633 -1.3% $646 -3.3%

$876 $992 -11.6% $1,176 -25.5% Operating Revenue per Adjusted Patient Day $884 $902 -2.0% $1,257 -29.7%

$1,164 $1,146 -1.6% $1,449 19.7% Operating Expense per Adjusted Patient Day $1,185 $1,052 -12.6% $1,505 21.3%

$2,190 $1,983 10.4% $2,058 6.4% Operating Revenue per Adjusted Admission $2,210 $1,803 22.5% $2,304 -4.1%

$2,909 $2,292 -27.0% $2,536 -14.7% Operating Expense per Adjusted Admission $2,962 $2,104 -40.7% $2,759 -7.3%

22.9% 26.4% -13.6% 24.2% -5.7% Net Revenue % of Gross Revenue 24.4% 27.4% -11.0% 24.3% 0.2%

$2,134 $1,942 9.9% $2,029 5.2% Net Revenue per Adjusted Admission $2,167 $1,765 22.7% $2,263 -4.2%

Labor Management (excl Long-Term Care)

74 81 8.4% 81 8.9% Employed Full Time Equivalents 76 80 4.8% 81 6.9%

0 0 42.7% 0 64.7% Contract Full Time Equivalents 0 0 17.2% 0 23.7%

74 81 8.4% 82 9.1% Total Full Time Equivalents (excl Providers) 76 80 4.9% 81 7.0%

3 4 18.0% 4 20.6% Employed Provider Full Time Equivalents 3 4 4.3% 3 -23.0%

3 4 18.0% 4 20.6% Total Provider Full Time Equivalents 3 4 4.3% 3 -23.0%

77 84 8.8% 85 9.6% Full Time Equivalents 79 83 4.8% 84 6.0%

3.72 3.71 -0.3% 5.13 27.5% FTEs per Adjusted Occupied Bed (incl Cont Lbr) 3.77 3.45 -9.4% 5.48 31.1%

53.0 42.3 -25.4% 51.2 -3.5% Man Hours per Adjusted Admission (incl Cont Lbr) 53.8 39.3 -36.7% 57.3 6.2%

$24.20 $23.78 -1.7% $22.24 -8.8% Average Hourly Rate (excl Providers & Cont Lbr) $23.55 $23.40 -0.6% $22.07 -6.7%

$50,330 $49,466 -1.7% $46,319 -8.7% Salary Expense per FTE (excl Providers & Cont Lbr) $48,978 $48,679 -0.6% $45,948 -6.6%

$1,631 $1,281 -27.3% $1,472 -10.8% Labor Exp (excl Providers) per Adjusted Admission $1,611 $1,185 -36.0% $1,616 0.3%

79.0% 68.8% -15.0% 77.0% -2.6% Labor Exp % of Net Revenue 77.8% 69.8% -11.4% 75.3% -3.3%

Patient Resource Management

2.00 1.33 -50.0% 2.00 0.0% Overall Medicare Average Length of Stay 1.67 1.38 -21.2% 2.00 16.7%

2.50 2.00 -25.0% 1.75 -42.9% Overall Average Length of Stay 2.50 2.00 -25.0% 1.83 -36.4%

2.00 1.33 -50.0% 2.00 0.0% Acute Medicare Average Length of Stay 1.67 1.38 -21.2% 2.00 16.7%

2.17 1.41 -54.3% 1.90 -14.1% Acute Medicare Average Length of Stay - Acuity Adjusted 1.80 1.45 -23.9% 1.97 8.5%

2.50 2.00 -25.0% 1.75 -42.9% Acute Overall Average Length of Stay 2.50 2.00 -25.0% 1.83 -36.4%

2.80 2.18 -28.6% 2.13 -31.7% Acute Overall Average Length of Stay - Acuity Adjusted 2.48 2.18 -13.9% 2.08 -19.4%

0.50 2.00 75.0% 0.00 100.0% Observation Average Length of Stay 0.67 2.20 69.7% 1.00 33.3%

0.92 0.95 -2.8% 1.05 -12.4% Overall Medicare Case Mix Index 0.93 0.95 -2.2% 1.02 -8.9%

0.89 0.92 -2.8% 0.82 8.4% Overall Case Mix Index 1.01 0.92 9.7% 0.88 14.2%

0.92 0.95 -2.8% 1.05 -12.4% Acute Medicare Case Mix Index 0.93 0.95 -2.2% 1.02 -8.9%

0.89 0.92 -2.8% 0.82 8.4% Acute Overall Case Mix Index 1.01 0.92 9.7% 0.88 14.2%

8.1% 6.8% -20.1% 6.8% -19.8% Supply Expense % of Net Revenue 8.0% 6.8% -17.8% 6.7% -18.6%

$173 $131 -32.0% $138 -25.9% Supply Expense per Adjusted Admission $173 $119 -44.5% $152 -13.6%
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Johnson County Community Hospital
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

37,352 29,384 27.1% 33,496 11.5% Inpatient Revenue 71,126 70,906 0.3% 55,838 27.4%

2,281,267 2,478,770 -8.0% 2,349,849 -2.9% Outpatient Revenue 6,797,592 7,082,928 -4.0% 7,124,828 -4.6%

2,318,619 2,508,154 -7.6% 2,383,345 -2.7% Total Gross Patient Revenue 6,868,718 7,153,834 -4.0% 7,180,666 -4.3%

Deductions from Revenue

1,589,695 1,306,195 -21.7% 1,564,059 -1.6% Contractual Adjustments 4,578,753 3,655,072 -25.3% 4,699,913 2.6%

12,401 14,345 13.6% 21,934 43.5% Charity 36,648 40,775 10.1% 44,944 18.5%

66,591 108,148 38.4% 115,770 42.5% Contra Revenue - Charity 235,008 312,507 24.8% 313,806 25.1%

43,354 37,262 -16.3% 24,945 -73.8% Provision for Bad Debt 80,122 107,692 25.6% 95,490 16.1%

76,718 379,075 79.8% 79,135 3.1% Uninsured Discount 264,243 1,078,579 75.5% 280,594 5.8%

1,788,759 1,845,026 3.0% 1,805,843 0.9% Total Deductions 5,194,774 5,194,624 0.0% 5,434,746 4.4%

529,860 663,129 -20.1% 577,502 -8.2% Net Patient Service Revenue 1,673,944 1,959,210 -14.6% 1,745,920 -4.1%

13,940 13,953 -0.1% 8,170 70.6% Other Operating Revenue 33,082 41,817 -20.9% 31,710 4.3%

543,800 677,082 -19.7% 585,672 -7.1% Total Operating Revenue 1,707,026 2,001,027 -14.7% 1,777,630 -4.0%

Operating Expense

282,639 305,127 7.4% 288,531 2.0% Salaries 864,834 904,348 4.4% 878,091 1.5%

36,134 44,044 18.0% 47,380 23.7% Provider Salaries 124,240 134,764 7.8% 119,157 -4.3%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

1,105 2,540 56.5% 3,107 64.5% Contract Labor - Other 5,625 8,264 31.9% 7,006 19.7%

67,963 74,119 8.3% 76,901 11.6% Employee Benefits 212,205 227,635 6.8% 222,240 4.5%

123,786 138,400 10.6% 123,191 -0.5% Fees 436,336 409,272 -6.6% 318,958 -36.8%

43,080 44,875 4.0% 39,207 -9.9% Supplies 133,270 132,460 -0.6% 117,191 -13.7%

12,406 11,885 -4.4% 11,272 -10.1% Utilities 37,989 38,622 1.6% 27,830 -36.5%

62,599 70,108 10.7% 46,259 -35.3% Other Expense 204,867 207,808 1.4% 189,819 -7.9%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

31,454 31,145 -1.0% 30,754 -2.3% Depreciation 93,000 93,747 0.8% 92,603 -0.4%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

1,289 1,289 0.0% 2,218 41.9% Interest & Taxes 3,955 3,953 0.0% 6,802 41.9%

662,453 723,533 8.4% 668,820 1.0% Total Operating Expense 2,116,321 2,160,875 2.1% 1,979,696 -6.9%

(118,653) (46,450) -155.4% (83,147) -42.7% Net Operating Income before Support Allocation (409,295) (159,848) -156.1% (202,066) -102.6%

30,956 30,100 -2.8% 28,787 -7.5% Support Allocation - Salaries, Contract Labor & Benefits 95,386 92,775 -2.8% 87,770 -8.7%

28,989 28,750 -0.8% 24,179 -19.9% Support Allocation - Other 76,477 81,810 6.5% 61,597 -24.2%

(178,598) (105,301) -69.6% (136,114) -31.2% Net Operating Income after Support Allocation (581,159) (334,433) -73.8% (351,434) -65.4%

0 0 0.0% 0 -100.0% Net Investment Income 0 0 100.0% 2 -96.1%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% (46) 100.0% Incentive Pay 0 0 0.0% (46) 100.0%

1,152 (707) 262.9% (937) 223.0% Other Non Operating Income / (Expense) (245) (2,306) 89.4% (2,151) 88.6%

1,152 (707) 262.9% (982) 217.3% Total Non Operating Income  / (Expense) (245) (2,306) 89.4% (2,194) 88.8%

(177,446) (106,008) -67.4% (137,096) -29.4% Total Revenue Over Expense Before CFV of Derivatives (581,404) (336,740) -72.7% (353,628) -64.4%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(177,446) (106,008) -67.4% (137,096) -29.4% Total Excess Revenue Over Expense (581,404) (336,740) -72.7% (353,628) -64.4%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

(177,446) (106,008) -67.4% (137,096) -29.4% Increase in Unrestricted Net Assets Before Change in Accounting Principle (581,404) (336,740) -72.7% (353,628) -64.4%

(84,758) (14,723) -475.7% (51,158) -65.7% EBITDA before Support Allocation (312,585) (64,454) -385.0% (104,856) -198.1%

59,946 58,850 1.9% 52,967 13.2% Support Allocation 171,863 174,585 -1.6% 149,368 15.1%

(144,703) (73,574) -96.7% (104,124) -39.0% EBITDA after Support Allocation (484,448) (239,039) -102.7% (254,224) -90.6%
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Other Operations
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

61,340 63,078 -2.8% 60,974 0.6% Outpatient Visits 177,187 187,575 -5.5% 179,152 -1.1%

7,975 8,870 -10.1% 8,169 -2.4% Urgent Care Visits 22,818 25,930 -12.0% 21,870 4.3%

179 307 -41.7% 274 -34.7% Home Health Episodes 645 922 -30.0% 804 -19.8%

415 482 -13.9% 450 -7.8% ASC Surgery Cases 1,500 1,424 5.3% 1,325 13.2%

Revenue By Source

30.9% 32.9% -2.0% 33.6% -2.7% Medicare 30.4% 32.8% -2.3% 34.0% -3.6%

13.9% 13.9% 0.0% 12.7% 1.2% Managed Medicare 14.0% 13.9% 0.0% 12.0% 1.9%

8.5% 5.4% 3.1% 5.5% 3.0% Medicaid 8.3% 5.5% 2.9% 6.2% 2.2%

7.0% 9.7% -2.8% 9.4% -2.5% TennCare 7.0% 9.7% -2.7% 9.4% -2.3%

17.6% 16.1% 1.5% 15.5% 2.1% Blue Cross 18.0% 16.1% 1.9% 15.9% 2.1%

8.9% 7.7% 1.2% 8.0% 0.9% United - River Valley 8.9% 7.6% 1.2% 7.9% 0.9%

7.1% 9.1% -2.0% 9.4% -2.3% Managed Care / Commercial 7.3% 9.1% -1.9% 8.7% -1.4%

3.7% 2.9% 0.8% 3.5% 0.2% Charity / Self Pay 3.3% 2.9% 0.4% 3.6% -0.4%

2.5% 2.3% 0.2% 2.2% 0.2% Other Patient Revenue 2.8% 2.3% 0.5% 2.2% 0.6%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$354 $376 -5.8% $365 -3.0% OP Revenue per Outpatient Visit $367 $377 -2.6% $365 0.7%

34.2% 36.4% -6.1% 35.7% -4.4% Net Revenue % of Gross Revenue 34.2% 35.5% -3.6% 34.5% -0.9%

Labor Management (excl Long-Term Care)

904 982 8.0% 976 7.5% Employed Full Time Equivalents 909 969 6.2% 980 7.2%

13 10 -29.0% 24 44.1% Contract Full Time Equivalents 12 11 -7.8% 18 35.3%

917 993 7.6% 1,000 8.3% Total Full Time Equivalents (excl Providers) 921 980 6.0% 998 7.7%

240 247 2.7% 206 -16.4% Employed Provider Full Time Equivalents 233 241 3.3% 201 -16.3%

31 36 14.2% 49 37.7% Contract Provider Full Time Equivalents 34 36 6.4% 37 8.0%

271 282 4.2% 255 -6.0% Total Provider Full Time Equivalents 267 278 3.7% 237 -12.6%

1,187 1,275 6.9% 1,256 5.4% Full Time Equivalents 1,188 1,258 5.5% 1,236 3.8%

$22.60 $21.62 -4.5% $21.61 -4.5% Average Hourly Rate (excl Providers & Cont Lbr) $22.66 $21.58 -5.0% $21.34 -6.2%

$47,002 $44,973 -4.5% $45,008 -4.4% Salary Expense per FTE (excl Providers & Cont Lbr) $47,125 $44,894 -5.0% $44,438 -6.0%

135.1% 125.9% -7.3% 135.2% 0.0% Labor Exp % of Net Revenue 137.5% 131.1% -4.8% 138.9% 1.1%

Patient Resource Management

7.7% 7.0% -10.0% 6.2% -23.7% Supply Expense % of Net Revenue 8.0% 7.1% -12.6% 6.8% -16.5%
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Other Operations
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

0 0 0.0% 0 0.0% Inpatient Revenue 0 0 0.0% 0 0.0%

21,725,201 23,708,730 -8.4% 22,267,754 -2.4% Outpatient Revenue 65,035,800 70,680,596 -8.0% 65,312,466 -0.4%

21,725,201 23,708,730 -8.4% 22,267,754 -2.4% Total Gross Patient Revenue 65,035,800 70,680,596 -8.0% 65,312,466 -0.4%

Deductions from Revenue

13,152,926 14,214,452 7.5% 13,490,192 2.5% Contractual Adjustments 39,848,394 42,963,596 7.3% 40,094,814 0.6%

177,800 139,727 -27.2% 155,683 -14.2% Charity 490,889 432,361 -13.5% 436,360 -12.5%

733,061 593,299 -23.6% 539,191 -36.0% Contra Revenue - Charity 1,919,657 1,792,875 -7.1% 1,800,237 -6.6%

237,908 131,116 -81.4% 122,891 -93.6% Provision for Bad Debt 517,343 395,944 -30.7% 431,073 -20.0%

0 0 0.0% 0 0.0% Uninsured Discount 0 0 0.0% 0 0.0%

14,301,695 15,078,594 5.2% 14,307,957 0.0% Total Deductions 42,776,283 45,584,777 6.2% 42,762,485 0.0%

7,423,505 8,630,137 -14.0% 7,959,797 -6.7% Net Patient Service Revenue 22,259,517 25,095,819 -11.3% 22,549,982 -1.3%

6,190,273 6,169,605 0.3% 6,970,560 -11.2% Other Operating Revenue 19,228,850 19,437,829 -1.1% 20,752,215 -7.3%

13,613,779 14,799,742 -8.0% 14,930,357 -8.8% Total Operating Revenue 41,488,367 44,533,648 -6.8% 43,302,197 -4.2%

Operating Expense

5,288,662 5,503,845 3.9% 5,332,623 0.8% Salaries 16,334,095 16,725,786 2.3% 16,172,106 -1.0%

5,494,305 5,683,754 3.3% 5,443,025 -0.9% Provider Salaries 16,263,427 17,011,385 4.4% 15,680,581 -3.7%

884,100 1,111,784 20.5% 1,496,515 40.9% Contract Labor - Providers 3,056,138 3,486,069 12.3% 4,315,532 29.2%

97,520 51,187 -90.5% 162,689 40.1% Contract Labor - Other 272,401 159,147 -71.2% 477,020 42.9%

1,829,595 1,919,664 4.7% 2,005,518 8.8% Employee Benefits 5,811,757 6,003,190 3.2% 5,824,776 0.2%

1,384,305 1,171,558 -18.2% 1,474,038 6.1% Fees 3,920,145 3,660,439 -7.1% 4,427,808 11.5%

591,836 623,674 5.1% 513,202 -15.3% Supplies 1,824,192 1,835,640 0.6% 1,604,945 -13.7%

220,487 203,101 -8.6% 199,986 -10.3% Utilities 607,150 613,371 1.0% 642,487 5.5%

2,102,946 2,137,854 1.6% 2,228,065 5.6% Other Expense 6,242,033 6,335,385 1.5% 6,452,842 3.3%

0 0 0.0% (280,418) 100.0% Medical Costs 0 0 0.0% (211,318) 100.0%

987,800 965,896 -2.3% 1,025,006 3.6% Depreciation 3,005,504 2,905,880 -3.4% 2,929,276 -2.6%

107,230 108,919 1.6% 115,357 7.0% Amortization 323,573 328,642 1.5% 354,140 8.6%

1,291,399 1,286,757 -0.4% 1,527,459 15.5% Interest & Taxes 3,943,082 3,958,865 0.4% 4,715,230 16.4%

20,280,185 20,767,995 2.3% 21,243,064 4.5% Total Operating Expense 61,603,495 63,023,800 2.3% 63,385,425 2.8%

(6,666,407) (5,968,253) -11.7% (6,312,707) -5.6% Net Operating Income before Support Allocation (20,115,128) (18,490,151) -8.8% (20,083,228) -0.2%

(2,477,910) (2,439,348) -1.6% (2,407,790) -2.9% Support Allocation - Salaries, Contract Labor & Benefits (7,777,742) (7,524,792) -3.4% (7,263,904) -7.1%

(1,650,483) (1,571,008) -5.1% (1,481,317) -11.4% Support Allocation - Other (4,677,718) (4,642,543) -0.8% (4,506,249) -3.8%

(2,538,013) (1,957,896) -29.6% (2,423,600) -4.7% Net Operating Income after Support Allocation (7,659,668) (6,322,816) -21.1% (8,313,075) 7.9%

679,453 308,004 120.6% 928,903 -26.9% Net Investment Income 2,333,041 903,142 158.3% 2,798,992 -16.6%

17,682 0 100.0% 4,270 314.1% Realized Gain on Investments 47,336 0 100.0% 205,166 -76.9%

53,233 105,666 -49.6% 224,310 -76.3% Gain / (Loss) from Affiliates 151,420 316,999 -52.2% 393,788 -61.5%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal (3,439) 0 100.0% 0 100.0%

0 0 0.0% (752,073) 100.0% Gain / (Loss) on Discontinued Operations 0 0 0.0% (1,567,120) 100.0%

17,462 (48,452) 136.0% (17,534) 199.6% Minority Interest (81,831) (127,181) 35.7% (9,105) -798.8%

0 0 0.0% 0 0.0% Incentive Pay (354) 0 100.0% 0 100.0%

(344,246) (847,949) 59.4% (373,771) 7.9% Other Non Operating Income / (Expense) (2,058,696) (2,550,070) 19.3% (1,399,290) -47.1%

423,584 (482,731) 187.7% 14,105 2903.0% Total Non Operating Income  / (Expense) 387,478 (1,457,110) 126.6% 422,432 -8.3%

(2,114,429) (2,440,628) 13.4% (2,409,495) 12.2% Total Revenue Over Expense Before CFV of Derivatives (7,272,191) (7,779,926) 6.5% (7,890,643) 7.8%

(2,555,304) 0 100.0% 1,508,301 -269.4% Change in Fair Value of Interest Rate Swaps 1,269,542 0 100.0% 2,740,972 -53.7%

(4,669,733) (2,440,628) -91.3% (901,194) -418.2% Total Excess Revenue Over Expense (6,002,649) (7,779,926) 22.8% (5,149,671) -16.6%

1,659,287 0 100.0% (3,816,645) 143.5% Net Unrealized Gain / (Loss) on Investments 8,418,507 0 100.0% (13,325,830) 163.2%

(3,010,446) (2,440,628) -23.3% (4,717,840) 36.2% Increase in Unrestricted Net Assets Before Change in Accounting Principle 2,415,859 (7,779,926) 131.1% (18,475,502) 113.1%

(3,856,394) (4,089,412) 5.7% (3,630,780) -6.2% EBITDA before Support Allocation (12,455,492) (12,753,874) 2.3% (11,662,151) -6.8%

(4,128,393) (4,010,356) -2.9% (3,889,107) -6.2% Support Allocation (12,455,460) (12,167,335) -2.4% (11,770,153) -5.8%

271,999 (79,056) 444.1% 258,327 5.3% EBITDA after Support Allocation (33) (586,539) 100.0% 108,003 -100.0%
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Blue Ridge Consolidated
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

52,112 52,941 -1.6% 51,231 1.7% Outpatient Visits 148,691 157,260 -5.4% 149,944 -0.8%

7,975 8,870 -10.1% 8,169 -2.4% Urgent Care Visits 22,818 25,930 -12.0% 21,870 4.3%

415 482 -13.9% 450 -7.8% ASC Surgery Cases 1,500 1,424 5.3% 1,325 13.2%

Revenue By Source

30.9% 30.8% 0.1% 32.4% -1.5% Medicare 29.7% 30.7% -1.0% 32.9% -3.2%

12.0% 10.5% 1.5% 11.2% 0.8% Managed Medicare 12.1% 10.6% 1.5% 10.3% 1.8%

8.9% 6.3% 2.7% 5.9% 3.0% Medicaid 8.8% 6.3% 2.6% 6.6% 2.2%

7.0% 10.0% -3.0% 9.4% -2.4% TennCare 7.0% 10.0% -3.0% 9.4% -2.4%

18.2% 17.9% 0.3% 16.4% 1.8% Blue Cross 19.0% 17.9% 1.0% 16.9% 2.1%

9.3% 8.8% 0.5% 8.7% 0.7% United - River Valley 9.4% 8.8% 0.7% 8.6% 0.9%

7.3% 10.0% -2.8% 9.9% -2.7% Managed Care / Commercial 7.6% 10.1% -2.5% 9.1% -1.5%

3.8% 3.1% 0.7% 3.7% 0.1% Charity / Self Pay 3.4% 3.1% 0.3% 3.8% -0.5%

2.6% 2.6% 0.0% 2.4% 0.2% Other Patient Revenue 3.0% 2.6% 0.4% 2.4% 0.6%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$387 $410 -5.5% $401 -3.3% OP Revenue per Outpatient Visit $403 $411 -1.9% $400 0.8%

31.1% 33.1% -6.0% 32.8% -5.0% Net Revenue % of Gross Revenue 31.0% 32.1% -3.6% 31.1% -0.5%

Labor Management (excl Long-Term Care)

721 786 8.2% 745 3.2% Employed Full Time Equivalents 720 773 6.8% 750 4.0%

11 8 -39.2% 20 42.6% Contract Full Time Equivalents 10 9 -14.5% 14 26.8%

733 794 7.7% 765 4.2% Total Full Time Equivalents (excl Providers) 731 782 6.6% 764 4.4%

240 246 2.3% 206 -16.4% Employed Provider Full Time Equivalents 233 241 3.0% 201 -16.3%

31 36 14.2% 49 37.7% Contract Provider Full Time Equivalents 34 36 6.4% 37 8.0%

271 281 3.8% 255 -6.0% Total Provider Full Time Equivalents 267 277 3.5% 237 -12.6%

1,003 1,075 6.7% 1,020 1.7% Full Time Equivalents 998 1,059 5.8% 1,002 0.4%

$20.61 $19.59 -5.2% $19.82 -4.0% Average Hourly Rate (excl Providers & Cont Lbr) $20.54 $19.58 -4.9% $19.59 -4.9%

$42,872 $40,754 -5.2% $41,271 -3.9% Salary Expense per FTE (excl Providers & Cont Lbr) $42,732 $40,730 -4.9% $40,796 -4.7%

144.1% 135.0% -6.7% 143.1% -0.7% Labor Exp % of Net Revenue 148.2% 141.3% -4.9% 149.5% 0.9%

Patient Resource Management

8.4% 7.9% -7.1% 6.9% -23.0% Supply Expense % of Net Revenue 8.9% 8.0% -11.5% 7.6% -16.5%
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Blue Ridge Consolidated
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

0 0 0.0% 0 0.0% Inpatient Revenue 0 0 0.0% 0 0.0%

20,178,562 21,689,378 -7.0% 20,523,920 -1.7% Outpatient Revenue 59,968,775 64,654,558 -7.2% 60,012,781 -0.1%

20,178,562 21,689,378 -7.0% 20,523,920 -1.7% Total Gross Patient Revenue 59,968,775 64,654,558 -7.2% 60,012,781 -0.1%

Deductions from Revenue

12,740,047 13,660,421 6.7% 12,995,378 2.0% Contractual Adjustments 38,544,685 41,310,067 6.7% 38,688,958 0.4%

166,079 134,554 -23.4% 146,377 -13.5% Charity 478,371 416,891 -14.7% 419,958 -13.9%

751,145 583,970 -28.6% 532,876 -41.0% Contra Revenue - Charity 1,871,018 1,764,897 -6.0% 1,800,075 -3.9%

239,269 130,365 -83.5% 122,418 -95.5% Provision for Bad Debt 513,682 393,699 -30.5% 431,082 -19.2%

0 0 0.0% 0 0.0% Uninsured Discount 0 0 0.0% 0 0.0%

13,896,539 14,509,310 4.2% 13,797,048 -0.7% Total Deductions 41,407,756 43,885,554 5.6% 41,340,074 -0.2%

6,282,023 7,180,068 -12.5% 6,726,871 -6.6% Net Patient Service Revenue 18,561,019 20,769,004 -10.6% 18,672,707 -0.6%

6,039,675 6,004,484 0.6% 6,434,175 -6.1% Other Operating Revenue 18,723,838 18,942,467 -1.2% 19,252,993 -2.7%

12,321,698 13,184,552 -6.5% 13,161,047 -6.4% Total Operating Revenue 37,284,857 39,711,471 -6.1% 37,925,700 -1.7%

Operating Expense

2,434,074 2,526,768 3.7% 2,425,505 -0.4% Salaries 7,433,996 7,614,421 2.4% 7,399,288 -0.5%

5,494,305 5,665,973 3.0% 5,443,025 -0.9% Provider Salaries 16,263,427 16,975,351 4.2% 15,680,477 -3.7%

884,100 1,111,784 20.5% 1,496,515 40.9% Contract Labor - Providers 3,056,138 3,486,069 12.3% 4,315,532 29.2%

61,211 20,713 -195.5% 53,127 -15.2% Contract Labor - Other 171,561 69,881 -145.5% 161,735 -6.1%

904,642 960,553 5.8% 1,011,829 10.6% Employee Benefits 2,823,813 3,011,872 6.2% 2,838,224 0.5%

653,607 467,198 -39.9% 564,653 -15.8% Fees 1,939,717 1,559,378 -24.4% 1,751,103 -10.8%

550,139 584,565 5.9% 477,074 -15.3% Supplies 1,692,845 1,708,752 0.9% 1,475,696 -14.7%

162,662 151,135 -7.6% 144,772 -12.4% Utilities 444,143 454,445 2.3% 487,712 8.9%

1,196,659 1,211,673 1.2% 1,214,927 1.5% Other Expense 3,584,667 3,649,261 1.8% 3,558,632 -0.7%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

478,603 355,796 -34.5% 513,512 6.8% Depreciation 1,473,252 1,070,185 -37.7% 1,492,544 1.3%

688 3,007 77.1% 3,621 81.0% Amortization 2,063 9,020 77.1% 17,047 87.9%

75,783 97,699 22.4% 64,458 -17.6% Interest & Taxes 247,881 295,007 16.0% 231,378 -7.1%

12,896,473 13,156,865 2.0% 13,413,018 3.9% Total Operating Expense 39,133,502 39,903,640 1.9% 39,409,369 0.7%

(574,775) 27,687 -2175.9% (251,972) -128.1% Net Operating Income before Support Allocation (1,848,645) (192,169) -862.0% (1,483,669) -24.6%

136,492 132,562 -3.0% 138,109 1.2% Support Allocation - Salaries, Contract Labor & Benefits 431,138 409,424 -5.3% 421,933 -2.2%

(100,869) (115,416) 12.6% (84,597) -19.2% Support Allocation - Other (322,728) (364,126) 11.4% (296,274) -8.9%

(610,398) 10,541 -5890.7% (305,483) -99.8% Net Operating Income after Support Allocation (1,957,056) (237,467) -724.1% (1,609,329) -21.6%

116,346 105,794 10.0% 115,166 1.0% Net Investment Income 360,634 319,998 12.7% 375,252 -3.9%

448 0 100.0% 1,004 -55.4% Realized Gain on Investments 448 0 100.0% 191,994 -99.8%

53,233 105,666 -49.6% 224,310 -76.3% Gain / (Loss) from Affiliates 151,420 316,999 -52.2% 393,788 -61.5%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal (3,439) 0 100.0% 0 100.0%

17,462 (48,452) 136.0% (17,534) 199.6% Minority Interest (81,831) (127,181) 35.7% (9,105) -798.8%

0 0 0.0% 0 0.0% Incentive Pay 0 0 0.0% 0 0.0%

(568) 0 -  (28,168) 98.0% Other Non Operating Income / (Expense) (19,086) (7,500) -154.5% (41,220) 53.7%

186,920 163,008 14.7% 294,777 -36.6% Total Non Operating Income  / (Expense) 408,145 502,316 -18.7% 910,709 -55.2%

(423,478) 173,549 -344.0% (10,706) -3855.5% Total Revenue Over Expense Before CFV of Derivatives (1,548,911) 264,849 -684.8% (698,620) -121.7%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(423,478) 173,549 -344.0% (10,706) -3855.5% Total Excess Revenue Over Expense (1,548,911) 264,849 -684.8% (698,620) -121.7%

346,828 0 100.0% (998,272) 134.7% Net Unrealized Gain / (Loss) on Investments 1,869,079 0 100.0% (3,242,835) 157.6%

(76,650) 173,549 -144.2% (1,008,978) 92.4% Increase in Unrestricted Net Assets Before Change in Accounting Principle 320,168 264,849 20.9% (3,941,455) 108.1%

167,219 647,197 -74.2% 624,396 -73.2% EBITDA before Support Allocation 282,695 1,684,359 -83.2% 1,168,010 -75.8%

35,623 17,146 107.8% 53,511 -33.4% Support Allocation 108,411 45,298 139.3% 125,659 -13.7%

131,596 630,051 -79.1% 570,885 -76.9% EBITDA after Support Allocation 174,285 1,639,060 -89.4% 1,042,350 -83.3%
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Blue Ridge Medical Management Corporation
Consolidated Statement of Revenue and Expense

For the Month Ended September 30, 2016

Admin/ Mountain States Mountain States Unconsolidated

Consolidated Eliminations MSMG Support KDS Synergy Wellness Properties Mediserve Pharmacy HealthPro PFUC ETASC Subsidiaries

Patient Revenue

Inpatient 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Outpatient 20,178,562 0 16,453,803 0 2,790,375 0 0 0 0 0 0 181,395 752,988 0

20,178,562 0 16,453,803 0 2,790,375 0 0 0 0 0 0 181,395 752,988 0

Deductions from Revenue

Contractual Adjustment 12,740,047 0 9,722,753 0 2,458,686 0 0 0 0 0 0 86,334 472,273 0

Charity 166,079 0 166,028 0 0 0 0 0 0 0 0 51 0 0

Contra Revenue - Charity 751,145 0 732,692 0 12,904 0 0 0 0 0 0 5,549 0 0

Provision for Bad Debt 239,269 0 234,424 0 642 0 0 0 0 0 0 4,202 0 0

Uninsured Discounts 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Deductions 13,896,539 0 10,855,897 0 2,472,232 0 0 0 0 0 0 96,136 472,273 0

Net Patient Service Revenue 6,282,023 0 5,597,906 0 318,143 0 0 0 0 0 0 85,259 280,715 0

Premium Revenue 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other Operating Revenue 6,039,675 (423,352) 4,273,252 159,756 0 8,171 196,656 849,040 257,082 355,096 363,974 0 0 0

Total Operating Revenue 6,039,675 (423,352) 4,273,252 159,756 0 8,171 196,656 849,040 257,082 355,096 363,974 0 0 0

Total Operating Revenue 12,321,698 (423,352) 9,871,158 159,756 318,143 8,171 196,656 849,040 257,082 355,096 363,974 85,259 280,715 0

Operating Expense

Salaries 2,434,074 (593,964) 1,516,330 599,751 108,051 0 59,738 34,158 164,749 199,161 253,616 14,745 77,738 0

Provider Salaries 5,494,305 0 5,471,394 22,937 0 0 0 0 0 0 (25) 0 0 0

Contract Labor - Providers 884,100 4,907,462 (4,023,362) 0 0 0 0 0 0 0 0 0 0 0

Contract Labor - Other 61,211 (19,617) 28,402 0 0 0 17,540 0 0 0 0 34,886 0 0

Employee Benefits 904,642 (304,521) 979,936 47,715 28,671 0 14,423 4,059 34,754 32,481 49,828 4,360 12,936 0

Fees 653,607 (408) 255,113 246,946 37,776 0 22,513 42,976 5,556 21,515 347 9,802 11,472 0

Supplies 550,139 0 332,467 7,973 127,949 0 10,736 329 882 8,220 124 2,908 58,550 0

Utilities 162,662 0 42,274 5,802 782 0 19,440 76,464 7,403 6,805 461 2,001 1,230 0

Other Expense 1,196,659 (393,128) 710,595 356,543 49,037 8,062 36,510 195,520 61,310 74,408 4,565 7,625 85,613 0

Medical Costs 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Depreciation 478,603 0 50,904 154,206 9,575 0 34,207 203,331 8,769 12,950 0 4,662 0 0

Amortization 688 0 0 688 0 0 0 0 0 0 0 0 0 0

Interest 75,783 0 (78,437) 20,333 (498) 0 0 117,675 (1,218) 3,379 0 2,499 12,050 0

Total Operating Expense 12,896,473 3,595,824 5,285,617 1,462,893 361,343 8,062 215,106 674,512 282,205 358,920 308,916 83,487 259,588 0

Net Operating Inc before Support Alloc (574,775) (4,019,176) 4,585,541 (1,303,137) (43,199) 109 (18,450) 174,529 (25,123) (3,824) 55,057 1,772 21,126 0

Support Alloc - Salaries, CL & Benefits 136,492 0 0 136,492 0 0 0 0 0 0 0 0 0 0

Support Allocation - Other (100,869) 0 1,016,781 (1,330,531) 0 109 4,852 177,280 9,639 12,094 8,907 0 0 0

Net Operating Inc after Support Alloc (610,398) (4,019,176) 3,568,760 (109,098) (43,199) (0) (23,302) (2,751) (34,761) (15,919) 46,150 1,772 21,126 0

Non Operating Income / (Expense) 186,920 20,278 0 10,104 23 0 0 103,283 0 0 0 0 0 53,233

Total Revenue Over Expense (423,478) (3,998,898) 3,568,760 (98,994) (43,177) (0) (23,302) 100,531 (34,761) (15,919) 46,150 1,772 21,126 53,233

Change in FV of Derivatives 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Net Unreal Gain / (Loss) on Investments 346,828 0 0 101,351 0 0 0 245,477 0 0 0 0 0 0

Cumulative Effect of Change in Accounting Principle 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Increase in Unrestricted Net Assets (76,650) (3,998,898) 3,568,760 2,357 (43,177) (0) (23,302) 346,008 (34,761) (15,919) 46,150 1,772 21,126 53,233

EBITDA 131,596 (3,998,898) 3,541,228 76,233 (34,100) (0) 10,905 421,537 (27,210) 410 46,150 8,932 33,176 53,233

Budgeted EBITDA 630,051 (107,901) (68,049) 63,106 69,338 0 9,271 233,677 140,262 91,553 18,170 14,531 60,428 105,666
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Blue Ridge Medical Management Corporation
Consolidated Statement of Revenue and Expense

For the Month Ended September 30, 2016

Admin/ Mountain States Mountain States Unconsolidated

Consolidated Eliminations MSMG Support KDS Synergy Wellness Properties Mediserve Pharmacy HealthPro PFUC ETASC Subsidiaries

Operating Statistics

Outpatient Visits 52,112 0 0 50,761 197 0 0 0 0 0 0 936 218 0

Urgent Care Visits 7,975 0 7,039 0 0 0 0 0 0 0 0 936 0 0

OP Surgery Cases 415 0 0 0 197 0 0 0 0 0 0 0 218 0

OP Revenue per Outpatient Visit $387 $0 $0 $0 $14,164 $0 $0 $0 $0 $0 $0 $194 $3,454 $0

Net Revenue % of Gross Revenue 31.1% 0.0% 34.0% 0.0% 11.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 47.0% 37.3% 0.0%

Labor Management

Employed Full Time Equivalents 721 (26) 356 157 24 0 21 8 48 42 62 5 24 0

Contract Full Time Equivalents 11 (3) 6 0 0 0 5 0 0 0 0 3 0 0

Total Full Time Equivalents (excl Providers) 733 (29) 362 157 24 0 26 8 48 42 62 8 24 0

Employed Provider Full Time Equivalents 240 (244) 482 1 0 0 0 0 0 0 (0) 0 0 0

Contract Provider Full Time Equivalents 31 0 31 0 0 0 0 0 0 0 0 0 0 0

Total Provider Full Time Equivalents 271 (244) 513 1 0 0 0 0 0 0 (0) 0 0 0

Total Full Time Equivalents 1,003 (273) 875 159 24 0 26 8 48 42 62 8 24 0

Provider FTEs 238.4

Average Hourly Rate (excl Cont Lbr) $20.61 $132.28 $24.93 $26.34 $26.01 $0.00 $16.44 $23.79 $20.23 $27.48 $23.91 $17.10 $19.27 $0.00

Salary Expense per FTE (excl Cont Lbr) $42,872 $275,145 $51,844 $54,796 $54,109 $0 $34,206 $49,478 $42,077 $57,151 $49,739 $35,577 $40,078 $0

Provider Salary per Provider FTE $279,257

Labor Exp % of Net Revenue 157.8% 0.0% 158.6% 0.0% 43.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 63.3% 32.3% 0.0%

Patient Resource Management

Supply Expense % of Net Revenue 8.8% 0.0% 5.9% 0.0% 40.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 3.4% 20.9% 0.0%
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Blue Ridge Medical Management Corporation
Consolidated Statement of Revenue and Expense

For the Three Months Ended September 30, 2016

Admin/ Mountain States Mountain States Unconsolidated

Consolidated Eliminations MSMG Support KDS Synergy Wellness Properties Mediserve Pharmacy HealthPro PFUC ETASC Subsidiaries

Patient Revenue

Inpatient 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Outpatient 59,968,775 0 47,191,738 0 9,668,865 0 0 0 0 0 0 521,611 2,586,561 0

59,968,775 0 47,191,738 0 9,668,865 0 0 0 0 0 0 521,611 2,586,561 0

Deductions from Revenue

Contractual Adjustment 38,544,685 0 28,206,980 0 8,447,147 0 0 0 0 0 0 236,262 1,654,296 0

Charity 478,371 0 477,795 0 0 0 0 0 0 0 0 576 0 0

Contra Revenue - Charity 1,871,018 0 1,838,993 0 16,246 0 0 0 0 0 0 15,779 0 0

Provision for Bad Debt 513,682 0 507,998 0 808 0 0 0 0 0 0 4,876 0 0

Uninsured Discounts 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Deductions 41,407,756 0 31,031,766 0 8,464,201 0 0 0 0 0 0 257,493 1,654,296 0

Net Patient Service Revenue 18,561,019 0 16,159,972 0 1,204,664 0 0 0 0 0 0 264,118 932,265 0

Premium Revenue 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other Operating Revenue 18,723,838 (1,029,352) 13,608,922 459,737 50 24,303 579,346 2,209,876 848,427 1,001,600 1,018,429 328 2,174 0

Total Operating Revenue 18,723,838 (1,029,352) 13,608,922 459,737 50 24,303 579,346 2,209,876 848,427 1,001,600 1,018,429 328 2,174 0

Total Operating Revenue 37,284,857 (1,029,352) 29,768,894 459,737 1,204,714 24,303 579,346 2,209,876 848,427 1,001,600 1,018,429 264,445 934,439 0

Operating Expense

Salaries 7,433,996 (1,843,085) 4,648,282 1,816,113 331,483 (157) 209,326 113,097 471,895 599,698 794,792 52,112 240,441 0

Provider Salaries 16,263,427 0 16,192,808 69,856 0 0 0 0 0 0 763 0 0 0

Contract Labor - Providers 3,056,138 14,967,379 (11,911,241) 0 0 0 0 0 0 0 0 0 0 0

Contract Labor - Other 171,561 (54,783) 78,497 0 0 0 49,671 0 118 0 0 98,058 0 0

Employee Benefits 2,823,813 (942,436) 3,005,992 199,892 87,967 (23) 45,919 13,079 110,037 106,079 152,462 15,362 29,481 0

Fees 1,939,717 (1,326) 888,907 564,727 125,337 0 73,972 153,071 19,094 48,989 480 26,504 39,963 0

Supplies 1,692,845 0 1,001,120 25,101 388,073 0 19,528 1,634 3,947 21,998 166 6,276 225,004 0

Utilities 444,143 0 123,867 16,506 2,017 0 56,575 196,712 20,943 17,898 1,357 3,958 4,309 0

Other Expense 3,584,667 (963,044) 1,966,694 1,021,128 163,870 24,186 101,532 595,593 175,173 218,227 16,632 24,202 240,475 0

Medical Costs 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Depreciation 1,473,252 0 145,667 464,232 28,525 0 102,411 595,564 26,102 84,741 0 13,985 12,026 0

Amortization 2,063 0 0 2,063 0 0 0 0 0 0 0 0 0 0

Interest 247,881 0 (395,817) 95,056 10,146 0 0 529,559 13,903 (31,344) 0 7,465 18,911 0

Total Operating Expense 39,133,502 11,162,704 15,744,777 4,274,673 1,137,419 24,006 658,933 2,198,308 841,213 1,066,286 966,651 247,922 810,610 0

Net Operating Inc before Support Alloc (1,848,645) (12,192,057) 14,024,118 (3,814,936) 67,295 296 (79,588) 11,568 7,215 (64,686) 51,778 16,524 123,829 0

Support Alloc - Salaries, CL & Benefits 431,138 0 0 431,138 0 0 0 0 0 0 0 0 0 0

Support Allocation - Other (322,728) 0 2,699,058 (3,602,856) 0 296 13,916 488,104 26,246 33,548 18,961 0 0 0

Net Operating Inc after Support Alloc (1,957,056) (12,192,057) 11,325,060 (643,219) 67,295 (0) (93,504) (476,536) (19,031) (98,234) 32,817 16,524 123,829 0

Non Operating Income / (Expense) 408,145 (207,713) (20,363) 162,575 66 0 0 323,756 0 (1,595) 0 0 0 151,420

Total Revenue Over Expense (1,548,911) (12,399,770) 11,304,697 (480,644) 67,361 (0) (93,504) (152,780) (19,031) (99,829) 32,817 16,524 123,829 151,420

Change in FV of Derivatives 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Net Unreal Gain / (Loss) on Investments 1,869,079 0 0 500,982 0 0 0 1,368,097 0 0 0 0 0 0

Cumulative Effect of Change in Accounting Principle 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Increase in Unrestricted Net Assets 320,168 (12,399,770) 11,304,697 20,339 67,361 (0) (93,504) 1,215,316 (19,031) (99,829) 32,817 16,524 123,829 151,420

EBITDA 174,285 (12,399,770) 11,054,547 80,706 106,032 (0) 8,907 972,343 20,975 (46,432) 32,817 37,973 154,766 151,420

Budgeted EBITDA 1,639,060 (259,812) (396,763) 135,914 219,049 0 10,295 696,950 425,834 275,367 65,279 33,301 116,647 316,999
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Blue Ridge Medical Management Corporation
Consolidated Statement of Revenue and Expense

For the Three Months Ended September 30, 2016

Admin/ Mountain States Mountain States Unconsolidated

Consolidated Eliminations MSMG Support KDS Synergy Wellness Properties Mediserve Pharmacy HealthPro PFUC ETASC Subsidiaries

Operating Statistics

Outpatient Visits 148,691 0 0 144,472 700 0 0 0 0 0 0 2,719 800 0

Urgent Care Visits 22,818 0 20,099 0 0 0 0 0 0 0 0 2,719 0 0

OP Surgery Cases 1,500 0 0 0 700 0 0 0 0 0 0 0 800 0

OP Revenue per Outpatient Visit $403 $0 $0 $0 $13,813 $0 $0 $0 $0 $0 $0 $192 $3,233 $0

Net Revenue % of Gross Revenue 31.0% 0.0% 34.2% 0.0% 12.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 50.6% 36.0% 0.0%

Labor Management

Employed Full Time Equivalents 720 (28) 353 157 24 (0) 22 9 45 42 68 6 22 0

Contract Full Time Equivalents 10 (2) 5 0 0 0 4 0 0 0 0 3 0 0

Total Full Time Equivalents (excl Providers) 731 (30) 359 157 24 (0) 26 9 45 42 68 9 22 0

Employed Provider Full Time Equivalents 233 (229) 461 2 0 0 0 0 0 0 0 0 0 0

Contract Provider Full Time Equivalents 34 0 34 0 0 0 0 0 0 0 0 0 0 0

Total Provider Full Time Equivalents 267 (229) 495 2 0 0 0 0 0 0 0 0 0 0

Total Full Time Equivalents 998 (260) 853 159 24 (0) 26 9 45 42 68 9 22 0

Provider FTEs 231.6

Average Hourly Rate (excl Cont Lbr) $20.54 $126.76 $25.09 $26.04 $26.33 $110.45 $18.14 $23.79 $20.12 $27.48 $22.16 $15.69 $21.11 $0.00

Salary Expense per FTE (excl Cont Lbr) $42,732 $263,662 $52,194 $54,164 $54,766 $229,737 $37,739 $49,488 $41,842 $57,158 $46,085 $32,638 $43,900 $0

Provider Salary per Provider FTE $277,448

Labor Exp % of Net Revenue 162.6% 0.0% 167.0% 0.0% 34.8% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 62.7% 29.0% 0.0%

Patient Resource Management

Supply Expense % of Net Revenue 9.1% 0.0% 6.2% 0.0% 32.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 2.4% 24.1% 0.0%
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Mountain States Home Health
Key Operating Indicators

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Operating Statistics (excl Long-Term Care)

9,228 10,137 -9.0% 9,743 -5.3% Outpatient Visits 28,496 30,315 -6.0% 29,208 -2.4%

179 307 -41.7% 274 -34.7% Home Health Episodes 645 922 -30.0% 804 -19.8%

Revenue By Source

30.8% 46.7% -15.9% 49.7% -18.8% Medicare 41.4% 46.7% -5.3% 48.5% -7.1%

51.2% 36.6% 14.7% 33.0% 18.2% Managed Medicare 41.6% 36.6% 5.1% 34.1% 7.5%

0.8% 0.0% 0.8% 0.2% 0.6% Medicaid 0.6% 0.0% 0.6% 0.2% 0.4%

6.3% 7.6% -1.3% 9.5% -3.2% TennCare 7.5% 7.6% -0.1% 8.8% -1.4%

4.3% 3.8% 0.5% 3.6% 0.7% Blue Cross 4.0% 3.8% 0.1% 3.4% 0.6%

0.1% 0.0% 0.1% 0.0% 0.1% United - River Valley 0.2% 0.0% 0.2% 0.0% 0.2%

3.4% 2.7% 0.8% 2.6% 0.8% Managed Care / Commercial 2.1% 2.7% -0.5% 2.8% -0.7%

2.3% 1.9% 0.3% 1.0% 1.3% Charity / Self Pay 2.0% 1.9% 0.1% 1.4% 0.6%

0.7% 0.7% 0.0% 0.3% 0.3% Other Patient Revenue 0.6% 0.7% -0.1% 0.6% 0.0%

100.0% 100.0% 100.0% Total Gross Patient Revenue 100.0% 100.0% 100.0%

Operating Indicators (excl Long-Term Care)

$168 $199 -15.9% $179 -6.4% OP Revenue per Outpatient Visit $178 $199 -10.5% $181 -2.0%

73.8% 71.8% 2.8% 70.7% 4.4% Net Revenue % of Gross Revenue 73.0% 71.8% 1.7% 73.2% -0.2%

Labor Management (excl Long-Term Care)

151 161 6.4% 180 16.1% Employed Full Time Equivalents 157 161 2.6% 178 11.9%

1 0 -498.6% 1 -15.9% Contract Full Time Equivalents 1 0 -144.4% 1 46.0%

152 161 5.8% 181 15.9% Total Full Time Equivalents (excl Providers) 157 161 2.4% 179 12.0%

0 1 100.0% 0 0.0% Employed Provider Full Time Equivalents 0 1 100.0% 0 100.0%

0 1 100.0% 0 0.0% Total Provider Full Time Equivalents 0 1 100.0% 0 100.0%

152 162 6.3% 181 15.9% Full Time Equivalents 157 162 2.8% 179 12.0%

$27.61 $31.01 11.0% $27.00 -2.3% Average Hourly Rate (excl Providers & Cont Lbr) $27.45 $31.02 11.5% $26.75 -2.6%

$57,422 $64,498 11.0% $56,214 -2.1% Salary Expense per FTE (excl Providers & Cont Lbr) $57,090 $64,530 11.5% $55,709 -2.5%

77.5% 73.3% -5.7% 84.0% 7.7% Labor Exp % of Net Revenue 75.4% 75.0% -0.5% 80.6% 6.4%

Patient Resource Management

6.1% 4.8% -28.2% 5.1% -20.2% Supply Expense % of Net Revenue 5.4% 4.7% -13.8% 4.9% -10.2%
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Mountain States Home Health
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

0 0 0.0% 0 0.0% Inpatient Revenue 0 0 0.0% 0 0.0%

1,546,639 2,019,353 -23.4% 1,743,834 -11.3% Outpatient Revenue 5,067,026 6,026,038 -15.9% 5,299,685 -4.4%

1,546,639 2,019,353 -23.4% 1,743,834 -11.3% Total Gross Patient Revenue 5,067,026 6,026,038 -15.9% 5,299,685 -4.4%

Deductions from Revenue

412,880 554,031 25.5% 494,813 16.6% Contractual Adjustments 1,303,709 1,653,529 21.2% 1,405,856 7.3%

11,721 5,173 -126.6% 9,307 -25.9% Charity 12,518 15,470 19.1% 16,402 23.7%

(18,084) 9,329 293.8% 6,315 386.4% Contra Revenue - Charity 48,639 27,978 -73.8% 162 -  

(1,361) 751 281.2% 473 387.8% Provision for Bad Debt 3,661 2,246 -63.0% (9) -  

0 0 0.0% 0 0.0% Uninsured Discount 0 0 0.0% 0 0.0%

405,157 569,284 28.8% 510,908 20.7% Total Deductions 1,368,527 1,699,223 19.5% 1,422,411 3.8%

1,141,482 1,450,069 -21.3% 1,232,926 -7.4% Net Patient Service Revenue 3,698,499 4,326,815 -14.5% 3,877,275 -4.6%

550 463 18.8% 4,314 -87.3% Other Operating Revenue 1,489 1,388 7.3% 12,281 -87.9%

1,142,032 1,450,531 -21.3% 1,237,240 -7.7% Total Operating Revenue 3,699,987 4,328,203 -14.5% 3,889,556 -4.9%

Operating Expense

693,474 832,466 16.7% 806,365 14.0% Salaries 2,195,678 2,547,297 13.8% 2,422,803 9.4%

0 17,782 100.0% 0 0.0% Provider Salaries 0 36,034 100.0% 103 100.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

5,023 4,122 -21.9% 11,217 55.2% Contract Labor - Other 14,387 13,755 -4.6% 31,136 53.8%

151,379 178,886 15.4% 184,406 17.9% Employee Benefits 489,078 552,885 11.5% 569,702 14.2%

42,861 102,059 58.0% 124,580 65.6% Fees 167,111 310,186 46.1% 266,166 37.2%

69,800 69,177 -0.9% 62,720 -11.3% Supplies 199,648 205,161 2.7% 189,912 -5.1%

3,012 3,340 9.8% 4,086 26.3% Utilities 9,194 10,051 8.5% 11,765 21.9%

55,128 65,922 16.4% 93,242 40.9% Other Expense 173,446 197,729 12.3% 282,833 38.7%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

14,207 12,891 -10.2% 22,056 35.6% Depreciation 42,683 38,653 -10.4% 35,118 -21.5%

6,835 6,835 0.0% 6,835 0.0% Amortization 20,506 20,506 0.0% 20,506 0.0%

1,455 1,454 0.0% 1,882 22.7% Interest & Taxes 4,722 4,460 -5.9% 5,772 18.2%

1,043,174 1,294,936 19.4% 1,317,389 20.8% Total Operating Expense 3,316,454 3,936,717 15.8% 3,835,816 13.5%

98,858 155,596 -36.5% (80,149) 223.3% Net Operating Income before Support Allocation 383,534 391,486 -2.0% 53,739 613.7%

34,675 30,210 -14.8% 33,377 -3.9% Support Allocation - Salaries, Contract Labor & Benefits 88,067 93,446 5.8% 99,446 11.4%

19,207 19,822 3.1% 19,194 -0.1% Support Allocation - Other 51,719 58,015 10.9% 54,598 5.3%

44,976 105,564 -57.4% (132,720) 133.9% Net Operating Income after Support Allocation 243,748 240,026 1.6% (100,305) 343.0%

0 10 -100.0% 5 -100.0% Net Investment Income 8 30 -74.3% 6 28.7%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Incentive Pay 0 0 0.0% 0 0.0%

0 1,000 -100.0% 5,279 -100.0% Other Non Operating Income / (Expense) 5,000 3,000 66.7% 7,751 -35.5%

0 1,010 -100.0% 5,283 -100.0% Total Non Operating Income  / (Expense) 5,008 3,030 65.3% 7,757 -35.4%

44,976 106,574 -57.8% (127,437) 135.3% Total Revenue Over Expense Before CFV of Derivatives 248,756 243,056 2.3% (92,548) 368.8%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

44,976 106,574 -57.8% (127,437) 135.3% Total Excess Revenue Over Expense 248,756 243,056 2.3% (92,548) 368.8%

0 0 0.0% 0 0.0% Net Unrealized Gain / (Loss) on Investments 0 0 0.0% 0 0.0%

44,976 106,574 -57.8% (127,437) 135.3% Increase in Unrestricted Net Assets Before Change in Accounting Principle 248,756 243,056 2.3% (92,548) 368.8%

121,355 177,787 -31.7% (44,093) 375.2% EBITDA before Support Allocation 456,452 458,136 -0.4% 122,892 271.4%

53,883 50,032 7.7% 52,571 2.5% Support Allocation 139,786 151,460 -7.7% 154,044 -9.3%

67,472 127,755 -47.2% (96,664) 169.8% EBITDA after Support Allocation 316,666 306,675 3.3% (31,152) 1116.5%
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MSHA Corporate
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

0 0 0.0% 0 0.0% Inpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Outpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Gross Patient Revenue 0 0 0.0% 0 0.0%

Deductions from Revenue

0 0 0.0% 0 0.0% Contractual Adjustments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contra Revenue - Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Provision for Bad Debt 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Uninsured Discount 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Deductions 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Net Patient Service Revenue 0 0 0.0% 0 0.0%

(0) 0 -  0 -200.0% Other Operating Revenue (0) 0 -  (0) -  

(0) 0 -  0 -200.0% Total Operating Revenue (0) 0 -  (0) -  

Operating Expense

1,988,354 1,961,090 -1.4% 1,892,349 -5.1% Salaries 6,174,784 6,006,312 -2.8% 5,733,288 -7.7%

0 0 0.0% 0 0.0% Provider Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

21,979 7,546 -191.3% 7,861 -179.6% Contract Labor - Other 54,106 23,141 -133.8% 26,124 -107.1%

743,579 748,065 0.6% 783,619 5.1% Employee Benefits 2,390,917 2,337,973 -2.3% 2,337,029 -2.3%

622,561 523,326 -19.0% 447,219 -39.2% Fees 1,617,749 1,557,951 -3.8% 1,504,971 -7.5%

(28,305) (30,782) 8.0% (29,003) 2.4% Supplies (70,633) (80,414) 12.2% (67,620) -4.5%

52,443 46,050 -13.9% 49,451 -6.1% Utilities 146,561 141,148 -3.8% 136,908 -7.1%

833,395 836,302 0.3% 860,572 3.2% Other Expense 2,434,184 2,420,248 -0.6% 2,430,546 -0.1%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

490,289 592,531 17.3% 483,916 -1.3% Depreciation 1,474,629 1,782,109 17.3% 1,384,220 -6.5%

99,040 99,077 0.0% 104,234 5.0% Amortization 299,004 299,116 0.0% 314,587 5.0%

1,214,161 1,186,420 -2.3% 1,453,210 16.4% Interest & Taxes 3,690,479 3,655,848 -0.9% 4,437,973 16.8%

6,037,497 5,969,625 -1.1% 6,053,429 0.3% Total Operating Expense 18,211,779 18,143,432 -0.4% 18,238,026 0.1%

(6,037,497) (5,969,625) -1.1% (6,053,429) 0.3% Net Operating Income before Support Allocation (18,211,779) (18,143,432) -0.4% (18,238,026) 0.1%

(2,658,248) (2,609,610) -1.9% (2,587,796) -2.7% Support Allocation - Salaries, Contract Labor & Benefits (8,320,524) (8,050,418) -3.4% (7,811,376) -6.5%

(1,575,758) (1,481,986) -6.3% (1,424,274) -10.6% Support Allocation - Other (4,427,143) (4,355,940) -1.6% (4,289,870) -3.2%

(1,803,490) (1,878,029) 4.0% (2,041,360) 11.7% Net Operating Income after Support Allocation (5,464,112) (5,737,074) 4.8% (6,136,779) 11.0%

551,537 202,200 172.8% 813,733 -32.2% Net Investment Income 1,941,262 583,114 232.9% 2,423,734 -19.9%

17,234 0 100.0% 3,267 427.6% Realized Gain on Investments 46,888 0 100.0% 13,172 256.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Incentive Pay (354) 0 100.0% 0 100.0%

(345,077) (848,949) 59.4% (343,132) -0.6% Other Non Operating Income / (Expense) (2,045,517) (2,545,570) 19.6% (1,319,770) -55.0%

223,695 (646,749) 134.6% 473,868 -52.8% Total Non Operating Income  / (Expense) (57,720) (1,962,456) 97.1% 1,117,136 -105.2%

(1,579,796) (2,524,778) 37.4% (1,567,492) -0.8% Total Revenue Over Expense Before CFV of Derivatives (5,521,833) (7,699,530) 28.3% (5,019,643) -10.0%

(2,555,304) 0 100.0% 1,508,301 -269.4% Change in Fair Value of Interest Rate Swaps 1,269,542 0 100.0% 2,740,972 -53.7%

(4,135,100) (2,524,778) -63.8% (59,191) -6886.0% Total Excess Revenue Over Expense (4,252,291) (7,699,530) 44.8% (2,278,672) -86.6%

1,308,845 0 100.0% (2,818,374) 146.4% Net Unrealized Gain / (Loss) on Investments 6,544,718 0 100.0% (10,082,995) 164.9%

(2,826,255) (2,524,778) -11.9% (2,877,565) 1.8% Increase in Unrestricted Net Assets Before Change in Accounting Principle 2,292,428 (7,699,530) 129.8% (12,361,667) 118.5%

(4,010,312) (4,738,346) 15.4% (3,538,202) -13.3% EBITDA before Support Allocation (12,805,387) (14,368,814) 10.9% (10,984,110) -16.6%

(4,234,006) (4,091,596) -3.5% (4,012,069) -5.5% Support Allocation (12,747,667) (12,406,358) -2.8% (12,101,246) -5.3%

223,695 (646,749) 134.6% 473,868 -52.8% EBITDA after Support Allocation (57,720) (1,962,456) 97.1% 1,117,137 -105.2%
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Integrated Solutions Health Network Consolidated
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

0 0 0.0% 0 0.0% Inpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Outpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Gross Patient Revenue 0 0 0.0% 0 0.0%

Deductions from Revenue

0 0 0.0% 0 0.0% Contractual Adjustments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contra Revenue - Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Provision for Bad Debt 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Uninsured Discount 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Deductions 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Net Patient Service Revenue 0 0 0.0% 0 0.0%

150,049 164,658 -8.9% 532,071 -71.8% Other Operating Revenue 503,523 493,974 1.9% 1,486,941 -66.1%

150,049 164,658 -8.9% 532,071 -71.8% Total Operating Revenue 503,523 493,974 1.9% 1,486,941 -66.1%

Operating Expense

172,759 183,521 5.9% 208,403 17.1% Salaries 529,636 557,756 5.0% 616,727 14.1%

0 0 0.0% 0 0.0% Provider Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

9,307 18,805 50.5% 90,482 89.7% Contract Labor - Other 32,348 52,370 38.2% 258,025 87.5%

29,995 32,161 6.7% 25,664 -16.9% Employee Benefits 107,949 100,461 -7.5% 79,821 -35.2%

65,277 78,975 17.3% 337,586 80.7% Fees 195,568 232,924 16.0% 905,568 78.4%

202 713 71.7% 2,411 91.6% Supplies 2,332 2,141 -9.0% 6,956 66.5%

2,370 2,576 8.0% 1,677 -41.3% Utilities 7,252 7,727 6.2% 6,102 -18.8%

17,764 23,958 25.9% 59,323 70.1% Other Expense 49,735 68,149 27.0% 180,831 72.5%

0 0 0.0% (280,418) 100.0% Medical Costs 0 0 0.0% (211,318) 100.0%

4,701 4,678 -0.5% 5,522 14.9% Depreciation 14,939 14,933 0.0% 17,394 14.1%

667 0 100.0% 667 0.0% Amortization 2,000 0 100.0% 2,000 0.0%

0 1,183 100.0% 7,909 100.0% Interest & Taxes 0 3,550 100.0% 40,106 100.0%

303,042 346,569 12.6% 459,228 34.0% Total Operating Expense 941,760 1,040,011 9.4% 1,902,213 50.5%

(152,993) (181,911) 15.9% 72,843 -310.0% Net Operating Income before Support Allocation (438,237) (546,037) 19.7% (415,272) -5.5%

9,171 7,490 -22.4% 8,520 -7.6% Support Allocation - Salaries, Contract Labor & Benefits 23,577 22,757 -3.6% 26,092 9.6%

6,937 6,572 -5.6% 8,360 17.0% Support Allocation - Other 20,434 19,508 -4.7% 25,298 19.2%

(169,101) (195,973) 13.7% 55,962 -402.2% Net Operating Income after Support Allocation (482,248) (588,301) 18.0% (466,662) -3.3%

11,571 0 100.0% 0 100.0% Net Investment Income 31,137 0 100.0% 0 100.0%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% (752,073) 100.0% Gain / (Loss) on Discontinued Operations 0 0 0.0% (1,567,120) 100.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Incentive Pay 0 0 0.0% 0 0.0%

1,399 0 100.0% (7,750) 118.0% Other Non Operating Income / (Expense) 907 0 100.0% (46,050) 102.0%

12,969 0 100.0% (759,823) 101.7% Total Non Operating Income  / (Expense) 32,045 0 100.0% (1,613,170) 102.0%

(156,131) (195,973) 20.3% (703,860) 77.8% Total Revenue Over Expense Before CFV of Derivatives (450,203) (588,301) 23.5% (2,079,832) 78.4%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

(156,131) (195,973) 20.3% (703,860) 77.8% Total Excess Revenue Over Expense (450,203) (588,301) 23.5% (2,079,832) 78.4%

3,614 0 100.0% 0 100.0% Net Unrealized Gain / (Loss) on Investments 4,710 0 100.0% 0 100.0%

(152,517) (195,973) 22.2% (703,860) 78.3% Increase in Unrestricted Net Assets Before Change in Accounting Principle (445,493) (588,301) 24.3% (2,079,832) 78.6%

(134,656) (176,050) 23.5% (672,882) 80.0% EBITDA before Support Allocation (389,253) (527,555) 26.2% (1,968,942) 80.2%

16,108 14,062 14.5% 16,880 -4.6% Support Allocation 44,011 42,264 4.1% 51,390 -14.4%

(150,764) (190,112) 20.7% (689,762) 78.1% EBITDA after Support Allocation (433,264) (569,819) 24.0% (2,020,332) 78.6%
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Mountain States Health Foundation
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

0 0 0.0% 0 0.0% Inpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Outpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Gross Patient Revenue 0 0 0.0% 0 0.0%

Deductions from Revenue

0 0 0.0% 0 0.0% Contractual Adjustments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contra Revenue - Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Provision for Bad Debt 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Uninsured Discount 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Deductions 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Net Patient Service Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Other Operating Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Operating Revenue 0 0 0.0% 0 0.0%

Operating Expense

0 0 0.0% 0 0.0% Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Provider Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Other 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Employee Benefits 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Fees 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Supplies 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Utilities 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Other Expense 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Depreciation 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Amortization 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Interest & Taxes 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Operating Expense 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Net Operating Income before Support Allocation 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Support Allocation - Salaries, Contract Labor & Benefits 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Support Allocation - Other 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Net Operating Income after Support Allocation 0 0 0.0% 0 0.0%

1,514 3,267 -53.7% 1,491 1.5% Net Investment Income 3,906 9,800 -60.1% 3,988 -2.1%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Incentive Pay 0 0 0.0% 0 0.0%

13,343 (9,684) 237.8% (27,134) 149.2% Other Non Operating Income / (Expense) (25,814) 20,205 -227.8% 41,940 -161.6%

14,856 (6,418) 331.5% (25,643) 157.9% Total Non Operating Income  / (Expense) (21,909) 30,005 -173.0% 45,928 -147.7%

14,856 (6,418) 331.5% (25,643) 157.9% Total Revenue Over Expense Before CFV of Derivatives (21,909) 30,005 -173.0% 45,928 -147.7%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

14,856 (6,418) 331.5% (25,643) 157.9% Total Excess Revenue Over Expense (21,909) 30,005 -173.0% 45,928 -147.7%

9,325 0 100.0% (26,864) 134.7% Net Unrealized Gain / (Loss) on Investments 54,203 0 100.0% (77,804) 169.7%

24,181 (6,418) 476.8% (52,507) 146.1% Increase in Unrestricted Net Assets Before Change in Accounting Principle 32,295 30,005 7.6% (31,877) 201.3%

14,856 (6,418) 331.5% (25,643) 157.9% EBITDA before Support Allocation (21,909) 30,005 -173.0% 45,928 -147.7%

0 0 0.0% 0 0.0% Support Allocation 0 0 0.0% 0 0.0%

14,856 (6,418) 331.5% (25,643) 157.9% EBITDA after Support Allocation (21,909) 30,005 -173.0% 45,928 -147.7%
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MSHA Auxiliary
Statement of Revenue and Expense

For the Period Ended September 30, 2016
MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Prior Yr PY Var Actual Budget Bud Var Prior Yr PY Var

Patient Revenue

0 0 0.0% 0 0.0% Inpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Outpatient Revenue 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Gross Patient Revenue 0 0 0.0% 0 0.0%

Deductions from Revenue

0 0 0.0% 0 0.0% Contractual Adjustments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contra Revenue - Charity 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Provision for Bad Debt 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Uninsured Discount 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Total Deductions 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Net Patient Service Revenue 0 0 0.0% 0 0.0%

65,721 51,236 28.3% 63,718 3.1% Other Operating Revenue 192,088 146,520 31.1% 153,898 24.8%

65,721 51,236 28.3% 63,718 3.1% Total Operating Revenue 192,088 146,520 31.1% 153,898 24.8%

Operating Expense

19,649 21,862 10.1% 21,159 7.1% Salaries 64,608 67,052 3.6% 64,484 -0.2%

0 0 0.0% 0 0.0% Provider Salaries 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Contract Labor - Providers 0 0 0.0% 0 0.0%

354 470 24.6% 0 100.0% Contract Labor - Other 2,285 1,441 -58.5% 0 100.0%

2,974 3,297 9.8% 2,908 -2.3% Employee Benefits 9,246 10,209 9.4% 10,061 8.1%

2,373 2,162 -9.7% 2,066 -14.8% Fees 6,442 5,905 -9.1% 5,660 -13.8%

1,104 870 -26.9% 475 -132.2% Supplies 2,954 2,609 -13.2% 2,943 -0.4%

0 0 0.0% 0 0.0% Utilities 0 0 0.0% 0 0.0%

3,880 3,493 -11.1% 3,411 -13.7% Other Expense 11,097 11,216 1.1% 10,240 -8.4%

0 0 0.0% 0 0.0% Medical Costs 0 0 0.0% 0 0.0%

4,247 4,417 3.8% 3,856 -10.1% Depreciation 12,847 13,357 3.8% 11,569 -11.0%

156 156 0.0% 156 0.0% Amortization 469 469 0.0% 469 0.0%

0 0 0.0% 0 0.0% Interest & Taxes 0 0 0.0% 0 0.0%

34,737 36,727 5.4% 34,033 -2.1% Total Operating Expense 109,948 112,259 2.1% 105,426 -4.3%

30,985 14,509 113.6% 29,686 4.4% Net Operating Income before Support Allocation 82,140 34,261 139.7% 48,472 69.5%

0 0 0.0% 0 0.0% Support Allocation - Salaries, Contract Labor & Benefits 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Support Allocation - Other 0 0 0.0% 0 0.0%

30,985 14,509 113.6% 29,686 4.4% Net Operating Income after Support Allocation 82,140 34,261 139.7% 48,472 69.5%

1,205 125 865.9% 132 812.8% Net Investment Income 2,419 374 546.4% 405 497.8%

0 0 0.0% 0 0.0% Realized Gain on Investments 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) from Affiliates 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Gain / (Loss) on Disposal 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Minority Interest 0 0 0.0% 0 0.0%

0 0 0.0% 0 0.0% Incentive Pay 0 0 0.0% 0 0.0%

(19,191) (3,150) -509.2% (12,493) -53.6% Other Non Operating Income / (Expense) (33,291) (8,150) -308.5% (20,757) -60.4%

(17,986) (3,025) -494.5% (12,361) -45.5% Total Non Operating Income  / (Expense) (30,872) (7,776) -297.0% (20,353) -51.7%

12,999 11,484 13.2% 17,325 -25.0% Total Revenue Over Expense Before CFV of Derivatives 51,268 26,485 93.6% 28,119 82.3%

0 0 0.0% 0 0.0% Change in Fair Value of Interest Rate Swaps 0 0 0.0% 0 0.0%

12,999 11,484 13.2% 17,325 -25.0% Total Excess Revenue Over Expense 51,268 26,485 93.6% 28,119 82.3%

(1,175) 0 100.0% 0 100.0% Net Unrealized Gain / (Loss) on Investments 4,376 0 100.0% 0 100.0%

11,824 11,484 3.0% 17,325 -31.8% Increase in Unrestricted Net Assets Before Change in Accounting Principle 55,644 26,485 110.1% 28,119 97.9%

17,402 16,057 8.4% 21,338 -18.4% EBITDA before Support Allocation 64,584 40,311 60.2% 40,157 60.8%

0 0 0.0% 0 0.0% Support Allocation 0 0 0.0% 0 0.0%

17,402 16,057 8.4% 21,338 -18.4% EBITDA after Support Allocation 64,584 40,311 60.2% 40,157 60.8%
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Mountain States Health Alliance
Comparative Balance Sheet

September 30 August 31 Month June 30 YTD

2016 2016 Activity 2016 Activity

ASSETS

CURRENT ASSETS

Cash and Cash Equivalents 92,917,023 54,974,121 37,942,901 89,753,181 3,163,842

Current Portion AWUIL 1,459,557 41,031 1,418,526 25,771,897 (24,312,340)

Accounts Receivable (Net) 157,005,447 157,415,059 (409,612) 155,001,743 2,003,705

Other Receivables 25,099,333 31,497,579 (6,398,246) 35,060,219 (9,960,886)

Due From Affiliates 408 481 (73) 1,435 (1,026)

Due From Third Party Payors 0 (0) 0 (0) 1

Inventories 28,162,892 27,719,085 443,807 26,630,407 1,532,485

Prepaid Expense 10,393,747 10,512,578 (118,831) 8,267,700 2,126,047

315,038,408 282,159,934 32,878,474 340,486,581 (25,448,173)

ASSETS WHOSE USE IS LIMITED 16,739,263 16,752,257 (12,994) 16,937,434 (198,171)

OTHER INVESTMENTS 628,962,244 625,299,747 3,662,498 608,885,873 20,076,371

PROPERTY, PLANT AND EQUIPMENT

Land, Buildings and Equipment 1,720,585,987 1,716,708,986 3,877,001 1,711,510,340 9,075,647

Less Allowances for Depreciation 896,483,584 890,990,331 5,493,252 880,656,949 15,826,635

824,102,403 825,718,654 (1,616,251) 830,853,391 (6,750,987)

OTHER ASSETS

Pledges Receivable 2,712,101 2,741,351 (29,250) 2,957,802 (245,701)

Long Term Compensation Investment 26,956,404 26,937,797 18,607 26,331,578 624,826

Investments in Unconsolidated Subsidiaries 7,202,523 7,149,290 53,233 7,249,898 (47,375)

Land / Equipment Held for Resale 7,495,973 7,495,973 0 7,495,973 0

Assets Held for Expansion 11,361,384 11,361,384 0 11,361,384 0

Goodwill 156,565,204 156,565,204 0 156,565,204 0

Deferred Charges and Other 21,689,763 21,801,112 (111,349) 22,023,693 (333,930)

233,983,353 234,052,111 (68,759) 233,985,533 (2,180)

TOTAL ASSETS 2,018,825,671 1,983,982,703 34,842,968 2,031,148,812 (12,323,141)

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable and Accrued Expense 103,046,606 67,566,234 35,480,372 90,785,971 12,260,635

Accrued Salaries, Benefits, and PTO 48,586,606 60,280,081 (11,693,475) 68,722,074 (20,135,468)

Claims Payable 3,163,057 3,258,583 (95,527) 4,414,252 (1,251,195)

Accrued Interest 7,914,467 5,292,280 2,622,187 13,585,982 (5,671,515)

Due to Affiliates 0 (1) 1 (0) 1

Due to Third Party Payors 9,575,380 9,662,731 (87,351) 9,149,508 425,872

Current Portion of Long Term Debt 24,856,735 24,654,641 202,094 23,391,412 1,465,323

197,142,851 170,714,548 26,428,302 210,049,198 (12,906,348)

OTHER NON CURRENT LIABILITIES

Long Term Compensation Payable 13,385,845 13,367,237 18,607 12,760,043 625,801

Long Term Debt 940,122,195 939,879,237 242,959 963,878,806 (23,756,610)

Estimated Fair Value of Interest Rate Swaps 3,126,546 599,501 2,527,044 4,482,751 (1,356,205)

Deferred Income 12,071,718 11,104,172 967,546 10,476,431 1,595,287

Professional Liability Self-Insurance and Other 21,917,343 21,584,952 332,391 21,137,142 780,201

990,623,647 986,535,098 4,088,548 1,012,735,173 (22,111,527)

TOTAL LIABILITIES 1,187,766,497 1,157,249,647 30,516,851 1,222,784,371 (35,017,874)

NET ASSETS

Restricted Net Assets 13,903,645 14,640,909 (737,264) 14,216,843 (313,198)

Unrestricted Net Assets 611,140,460 607,251,198 3,889,262 592,769,897 18,370,562

Noncontrolling Interests in Subsidiaries 206,015,070 204,840,949 1,174,120 201,377,701 4,637,369

831,059,174 826,733,056 4,326,118 808,364,441 22,694,733

TOTAL LIABILITIES AND NET ASSETS 2,018,825,671 1,983,982,703 34,842,968 2,031,148,812 (12,323,141)
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Mountain States Health Alliance
Statement of Cash Flows

For the Period Ended September 30, 2016

Projected

Current Three Months One Month Three Months Six Months One Year

Month YTD 10/31/2016 12/31/2016 03/31/2017 09/30/2017

CASH FLOWS FROM OPERATING ACTIVITIES

Increase / (Decrease) in Net Assets 3,151,997 18,236,364 3,262,500 9,787,500 19,574,000 39,148,000

Adjustments to Reconcile Increase in Net Assets to Net Cash Provided by 

Operating Activities

Provision for Depreciation 5,512,019 16,485,135 5,720,000 17,160,000 34,320,000 68,641,000

Provision for Amortization 114,140 344,304 116,200 348,600 697,200 1,394,600

Net Realized (Gain) / Loss on Sales of Securities (82,631) (124,159) 0 0 0 0

Net Loss on Early Extinguishment of Debt / Derivatives 0 0 0 0 0 0

Change in Estimated Fair Value of Derivatives 2,555,304 (1,269,542) 0 0 0 0

Equity in Net Income of Joint Ventures (53,233) (151,420) 0 0 0 0

(Gain) / Loss on Sale of Assets Held for Resale and Disposal of Assets 0 643 0 0 0 0

Net Amounts Received on Interest Rate Swap Settlements (347,400) (1,325,256) (450,000) (1,350,000) (2,700,000) (5,400,000)

Minority Interest in Consolidated Subsidiaries Income 1,174,120 4,681,505 (1,059,000) (3,177,000) (6,354,000) (12,707,000)

Change in Net Unrealized (Gains) / Losses on Investments (2,385,406) (12,425,025) 0 0 0 0

Restricted Contributions 0 0 0 0 0 0

Increase / (Decrease) in Cash due to Change in:

Net Patient Accounts Receivable 409,612 (2,003,704) 0 (3,000,000) 3,000,000 0

Other Receivables (Net) 6,398,246 9,874,887 0 0 0 0

Inventories and Prepaid Expenses (324,976) (3,658,531) 0 0 0 0

Other Assets 10,643 (379,125) 0 0 0 0

Accrued Interest Payable (incl Capital Appreciation Bond Accretion) 2,622,187 (5,671,516) 0 (10,088,450) (14,519,000) (26,550,000)

Accounts Payable and Accrued Expenses 35,384,845 11,009,440 (30,000,000) 20,000,000 20,000,000 20,000,000

Accrued Salaries, Compensated Absences, and Amounts Withheld (11,693,475) (20,135,468) 0 0 0 0

Estimated Amounts due from/to Third Party Payors (Net) (87,351) 425,872 0 0 0 0

Other Long-Term Liabilities 986,154 2,221,088 0 0 0 0

Professional Liability Self Insurance and Other 332,391 780,201 250,000 500,000 750,000 1,000,000

Total Adjustments 40,525,189 (1,320,671) (25,422,800) 20,393,150 35,194,200 46,378,600

Net Cash Provided by Operating Activities 43,677,186 16,915,693 (22,160,300) 30,180,650 54,768,200 85,526,600

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of Property, Plant, and Equipment, Property Held for Resale, and 

Property Held for Expansion (Net) (3,895,767) (9,734,146) (5,000,000) (15,000,000) (30,000,000) (60,000,000)

Additions to Goodwill 0 0 0 0 0 0

Proceeds from Investment Maturities 0 0 0 0 0 0

Purchases of Investments (Net) (1,225,438) (7,562,185) 0 9,000,000 0 0

Net Decrease / (Increase) in Assets Limited as to Use (1,405,532) 24,510,511 0 0 0 0

Net Sale or Distribution from Joint Ventures and Unconsolidated Affiliates 0 0 0 0 0 0

Proceeds from Sale of Property, Plant, and Equipment, and Property Held 

for Resale 0 0 0 0 0 0

Net Cash Used in Investing Activities (6,526,738) 7,214,180 (5,000,000) (6,000,000) (30,000,000) (60,000,000)

CASH FLOWS FROM FINANCING ACTIVITIES

Payments on Long-Term Debt and Capital Lease Obligations (incl Deposits 

to Escrow) 445,053 (22,291,287) 0 (21,603,750) (22,240,000) (37,797,500)

Payment of Acquisition and Financing Costs 0 0 0 0 0 0

Proceeds from Issuance of Long-Term Debt and Other Financing 

Arrangements 0 0 0 0 0 0

Net Amounts Received on Interest Rate Swap Settlements 347,400 1,325,256 450,000 1,350,000 2,700,000 5,400,000

Restricted Contributions Received / (Paid) 0 0 0 0 0 0

Distribution to Minority Shareholders and Other 0 0 0 0 0 0

0

Net Cash Used in Financing Activities 792,453 (20,966,031) 450,000 (20,253,750) (19,540,000) (32,397,500)

NET INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 37,942,902 3,163,842 (26,710,300) 3,926,900 5,228,200 (6,870,900)

CASH AND CASH EQUIVALENTS - BEGINNING OF PERIOD 54,974,121 89,753,181 92,917,023 92,917,023 92,917,023 92,917,023

CASH AND CASH EQUIVALENTS - END OF PERIOD 92,917,023         92,917,023         66,206,723 96,843,923 98,145,223 86,046,123

55 MSHA6944



Mountain States Health Alliance
Consolidated Balance Sheet

At September 30, 2016

Consolidated Eliminations JCMC FWCH WOOD IPMC SSH UC JCCH

ASSETS

CURRENT ASSETS

Cash and Cash Equivalents 92,917,023 0 72,434 50,856 250 33,166 12,386 6,612 (5,355)

Current Portion AWUIL 1,459,557 0 0 0 0 0 0 0 0

Accounts Receivable (Net) 157,005,447 0 65,411,470 11,708,184 2,740,299 11,417,290 6,104,641 1,742,246 507,040

Other Receivables 25,099,333 (6,933,000) 1,352,351 10,829 705,675 230,863 244,854 192,990 105,784

Due From Affiliates 408 (51,356,769) 8,169,056 2,831,558 348,344 476,192 170,827 2,035,661 23,924

Due From Third Party Payors 0 3,092,346 (5,047,466) (12,924) 642,311 147,504 (30,756) (216,873) (1,516,370)

Inventories 28,162,892 0 11,580,698 1,951,046 149,915 2,617,352 1,286,739 319,787 106,827

Prepaid Expense 10,393,747 0 2,294,957 521,406 66,684 680,612 350,023 137,137 37,878

315,038,408 (55,197,423) 83,833,501 17,060,955 4,653,477 15,602,979 8,138,714 4,217,560 (740,271)

ASSETS WHOSE USE IS LIMITED 16,739,263 0 0 0 0 0 0 0 0

OTHER INVESTMENTS 628,962,244 0 0 0 0 0 0 0 0

PROPERTY, PLANT AND EQUIPMENT

Land, Buildings and Equipment 1,720,585,987 0 578,577,213 151,744,281 13,203,932 114,372,118 48,915,896 6,050,468 10,252,950

Less Allowances for Depreciation 896,483,584 0 354,892,029 53,244,358 6,530,581 73,258,657 29,690,490 2,410,785 6,376,411

824,102,403 0 223,685,183 98,499,923 6,673,352 41,113,461 19,225,406 3,639,683 3,876,540

OTHER ASSETS

Pledges Receivable 2,712,101 0 0 0 0 0 0 0 0

Long Term Compensation Investment 26,956,404 0 5,000 0 0 0 0 0 0

Investments in Unconsolidated Subsidiaries 7,202,523 0 0 0 0 0 0 0 0

Land / Equipment Held for Resale 7,495,973 0 4,574,324 0 0 0 0 0 0

Assets Held for Expansion 11,361,384 0 936,711 0 0 0 0 1,595,597 0

Investments in Subsidiaries 0 (427,422,063) 0 0 0 0 0 0 0

Goodwill 156,565,204 0 13,141,003 0 0 (1,442,410) 0 0 0

Deferred Charges and Other 21,689,763 0 141,182 120,767 0 0 865 0 0

233,983,353 (427,422,063) 18,798,219 120,767 0 (1,442,410) 865 1,595,597 0

TOTAL ASSETS 2,018,825,671 (482,619,486) 326,316,903 115,681,645 11,326,829 55,274,030 27,364,985 9,452,840 3,136,269

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable and Accrued Expense 103,046,606 0 27,824,633 3,739,011 830,643 4,111,634 2,422,173 1,011,498 488,489

Accrued Salaries, Benefits, and PTO 48,586,606 0 11,119,321 1,587,152 624,168 2,339,944 1,377,001 466,982 313,986

Claims Payable 3,163,057 0 0 0 0 0 0 0 0

Accrued Interest 7,914,467 0 2,731,975 946,914 86,736 290,304 110,537 0 3,956

Due to Affiliates 0 (51,356,769) 1,897,104 763,279 93,625 4,296,660 1,056 3,427,860 272,881

Due to Third Party Payors 9,575,380 3,092,346 1,336,872 1,437 0 376,358 549,649 0 28,115

Current Portion of Long Term Debt 24,856,735 (6,933,000) 157,800 552,300 0 0 0 0 0

197,142,851 (55,197,423) 45,067,704 7,590,093 1,635,172 11,414,900 4,460,416 4,906,340 1,107,426

OTHER NON CURRENT LIABILITIES

Long Term Compensation Payable 13,385,845 0 0 0 0 0 0 0 0

Long Term Debt 940,122,195 0 2,647,376 10,069,276 0 0 0 0 0

Estimated Fair Value of Interest Rate Swaps 3,126,546 0 0 0 0 0 0 0 0

Deferred Income 12,071,718 0 0 0 0 0 (0) (61,210) 241,226

Professional Liability Self-Insurance and Other 21,917,343 0 3,155,707 392,591 104,930 705,954 329,315 32,657 73,597

990,623,647 0 5,803,083 10,461,867 104,930 705,954 329,314 (28,553) 314,823

TOTAL LIABILITIES 1,187,766,497 (55,197,423) 50,870,786 18,051,960 1,740,101 12,120,854 4,789,730 4,877,787 1,422,249

NET ASSETS 625,044,104 (674,363,218) 275,446,116 97,629,684 9,586,727 43,153,176 22,575,255 4,575,053 1,714,020

NONCONTROLLING INTERESTS IN SUBSIDIARIES 206,015,070 246,941,155 0 0 0 0 0 0 0

TOTAL LIABILITIES AND NET ASSETS 2,018,825,671 (482,619,486) 326,316,903 115,681,645 11,326,829 55,274,030 27,364,985 9,452,840 3,136,269
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ASSETS

CURRENT ASSETS

Cash and Cash Equivalents

Current Portion AWUIL

Accounts Receivable (Net)

Other Receivables

Due From Affiliates

Due From Third Party Payors

Inventories

Prepaid Expense

ASSETS WHOSE USE IS LIMITED

OTHER INVESTMENTS

PROPERTY, PLANT AND EQUIPMENT

Land, Buildings and Equipment

Less Allowances for Depreciation

OTHER ASSETS

Pledges Receivable

Long Term Compensation Investment

Investments in Unconsolidated Subsidiaries

Land / Equipment Held for Resale

Assets Held for Expansion

Investments in Subsidiaries

Goodwill

Deferred Charges and Other

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts Payable and Accrued Expense

Accrued Salaries, Benefits, and PTO

Claims Payable

Accrued Interest

Due to Affiliates

Due to Third Party Payors

Current Portion of Long Term Debt

OTHER NON CURRENT LIABILITIES

Long Term Compensation Payable

Long Term Debt

Estimated Fair Value of Interest Rate Swaps

Deferred Income

Professional Liability Self-Insurance and Other

TOTAL LIABILITIES

NET ASSETS

NONCONTROLLING INTERESTS IN SUBSIDIARIES

TOTAL LIABILITIES AND NET ASSETS

Mountain States Health Alliance
Consolidated Balance Sheet (cont'd)

At September 30, 2016

JMH NC SC RC BR Cons MSHH MSHA Corp ISHN Foundation Auxiliary

11,158,733 5,937,884 3,409,447 72,081 7,909,204 300 44,892,399 10,108,413 8,981,527 276,684

0 0 0 0 0 0 1,459,557 0 0 0

22,210,195 11,412,341 6,895,074 4,136,641 9,844,531 2,875,497 0 0 0 0

1,086,482 1,130,261 238,730 13,820 7,438,218 300,000 14,337,366 2,872,161 1,676,285 95,663

597,873 33,430 1,711,164 295,465 7,634 1,481,244 18,357,863 14,520,966 215,660 80,315

1,938,229 (0) 1,251,513 (247,514) 0 0 0 0 0 0

3,184,875 1,660,035 856,491 315,878 3,449,736 0 0 0 0 683,514

862,196 501,075 431,885 274,749 715,676 96,395 3,338,078 55,244 23,533 6,219

41,038,582 20,675,026 14,794,304 4,861,121 29,364,999 4,753,436 82,385,263 27,556,785 10,897,006 1,142,394

0 0 163 0 990 0 14,685,759 2,052,350 0 0

179,089,445 27,852,954 25,747,502 0 79,597,987 0 307,732,571 6,794,105 1,653,023 494,658

268,892,955 108,788,951 119,962,354 27,508,965 151,193,704 3,156,059 116,318,514 732,500 28,686 886,441

116,009,324 57,651,190 56,839,558 15,077,078 67,239,249 2,174,855 53,866,498 581,616 12,386 628,519

152,883,631 51,137,761 63,122,796 12,431,887 83,954,455 981,204 62,452,016 150,884 16,300 257,922

0 0 0 0 0 0 0 0 2,712,101 0

0 0 0 0 11,275,064 0 15,676,340 0 0 0

142,230 0 60,396 0 7,954,117 0 (954,220) 0 0 0

0 0 0 0 57,635 0 2,864,014 0 0 0

1,902,206 0 0 0 2,981,309 0 3,945,562 0 0 0

0 0 668,615 0 0 0 426,753,448 0 0 0

69,828 0 0 0 11,470,191 0 133,326,592 0 0 0

198,607 200,090 125,119 0 1,281,585 430,740 18,902,050 162,666 125,000 1,094

2,312,871 200,090 854,129 0 35,019,902 430,740 600,513,785 162,666 2,837,101 1,094

375,324,528 99,865,831 104,518,894 17,293,008 227,938,333 6,165,381 1,067,769,394 36,716,791 15,403,431 1,896,067

7,387,256 4,652,868 2,240,292 1,276,005 8,987,294 801,179 35,298,914 1,805,540 0 169,178

5,372,218 3,163,969 1,156,284 652,676 15,190,680 674,369 4,329,671 212,490 0 5,698

0 0 0 0 0 0 0 3,163,057 0 0

21,185 18,043 14,633 66,375 44,514 4,462 3,574,834 0 0 0

2,078,872 (735,951) 2,529,516 1,994,133 6,598,998 1,680,446 9,470,323 16,475,530 503,120 9,316

2,261,850 565,324 1,289,874 0 73,556 0 0 0 0 0

1,249,876 334,334 406,692 0 381,859 0 21,773,874 6,933,000 0 0

18,371,257 7,998,586 7,637,291 3,989,189 31,276,901 3,160,456 74,447,616 28,589,616 503,120 184,192

0 1,875 0 0 11,275,064 0 2,108,905 0 0 0

16,149,896 20,524,914 15,271,960 0 15,141,533 0 860,317,240 0 0 0

0 0 0 0 0 0 3,126,546 0 0 0

2,032,159 112,934 843,992 (0) 201,923 0 8,660,133 0 40,561 0

1,009,351 11,896,206 440,665 232,964 1,541,205 5,004 1,997,198 0 0 0

19,191,407 32,535,929 16,556,617 232,964 28,159,725 5,004 876,210,021 0 40,561 0

37,562,664 40,534,515 24,193,908 4,222,153 59,436,627 3,165,460 950,657,637 28,589,616 543,681 184,192

337,093,249 59,331,316 80,324,986 13,070,855 165,096,407 2,999,920 162,111,757 8,127,175 14,859,750 1,711,876

668,615 0 0 0 3,405,300 0 (45,000,000) 0 0 0

375,324,528 99,865,831 104,518,894 17,293,008 227,938,333 6,165,381 1,067,769,394 36,716,791 15,403,431 1,896,067
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Mountain States Health Alliance
Consolidated Statement of Revenue and Expense

For the Month Ended September 30, 2016

Consolidated Eliminations JCMC FWCH WOOD IPMC SSH UC JCCH

Patient Revenue

Inpatient 219,973,322 (2,086,358) 128,431,041 15,360,509 6,392,443 19,726,943 7,934,679 1,299,786 37,352

Outpatient 251,343,149 (2,401,185) 84,104,841 24,306,496 40,320 25,784,621 14,220,671 3,707,724 2,281,267

471,316,471 (4,487,543) 212,535,882 39,667,005 6,432,763 45,511,564 22,155,350 5,007,510 2,318,619

Deductions from Revenue

Contractual Adjustment 355,815,557 (3,141,486) 165,718,803 31,045,556 3,576,614 35,873,859 17,210,644 3,641,018 1,589,695

Charity 6,088,087 0 1,832,095 160,222 1,442,004 424,955 147,634 0 12,401

Contra Revenue - Charity 7,380,056 0 2,319,874 487,591 42,279 762,946 363,826 10 66,591

Provision for Bad Debt 1,684,171 0 514,155 130,941 4,675 84,759 111,156 179,797 43,354

Uninsured Discounts 15,071,398 0 6,383,590 1,220,381 3,069 1,544,515 966,035 277,539 76,718

Total Deductions 386,039,269 (3,141,486) 176,768,517 33,044,691 5,068,641 38,691,034 18,799,296 4,098,364 1,788,759

Net Patient Service Revenue 85,277,202 (1,346,057) 35,767,365 6,622,314 1,364,122 6,820,529 3,356,054 909,145 529,860

Premium Revenue 0 0 0 0 0 0 0 0 0

Other Operating Revenue 2,193,799 (4,997,036) 171,464 9,115 204,441 16,359 43,408 12,761 13,940

Total Operating Revenue 2,193,799 (4,997,036) 171,464 9,115 204,441 16,359 43,408 12,761 13,940

Total Operating Revenue 87,471,001 (6,343,093) 35,938,829 6,631,428 1,568,562 6,836,888 3,399,462 921,907 543,800

Operating Expense

Salaries 28,007,824 (5,904) 8,959,773 1,693,101 643,005 2,301,973 1,305,587 530,444 282,639

Provider Salaries 6,881,946 0 0 0 386 (8,635) 0 0 36,134

Contract Labor - Providers 919,386 0 0 0 0 0 0 0 0

Contract Labor - Other 273,480 (319,329) 318,995 13,407 11,895 18,604 17,288 11,392 1,105

Employee Benefits 5,761,091 (1,322,304) 2,011,114 366,177 136,249 481,982 322,767 110,532 67,963

Fees 9,909,728 (4,317,609) 5,191,296 602,177 383,113 1,519,098 543,463 239,311 123,786

Supplies 14,109,811 (14,543) 7,579,393 945,558 41,696 1,327,360 452,678 88,293 43,080

Utilities 1,478,269 (294) 471,332 121,222 13,683 113,244 68,894 45,884 12,406

Other Expense 7,414,617 (354,245) 2,099,960 360,912 57,706 657,888 288,130 281,465 62,599

Medical Costs 0 0 0 0 0 0 0 0 0

Depreciation 5,512,019 0 1,587,803 453,936 51,898 326,831 136,732 55,689 31,454

Amortization 114,140 0 3,966 602 0 0 0 0 0

Interest 3,235,559 0 1,346,973 324,308 23,708 84,458 33,159 (40) 1,289

Total Operating Expense 83,617,870 (6,334,228) 29,570,606 4,881,400 1,363,339 6,822,802 3,168,698 1,362,970 662,453

Net Operating Income before Support Allocation 3,853,132 (8,865) 6,368,223 1,750,028 205,223 14,086 230,764 (441,064) (118,653)

Support Alloc - Salaries, Contract Labor & Benefits 0 0 1,012,880 223,799 66,196 268,285 128,783 61,223 30,956

Support Allocation - Other (0) 0 586,684 120,910 33,027 148,527 81,979 29,788 28,989

Net Operating Income after Support Allocation 3,853,132 (8,865) 4,768,659 1,405,320 106,000 (402,726) 20,002 (532,074) (178,598)

Non Operating Income / (Expense) (626,733) (1,182,717) (92,964) (34) (6,935) 400 (22) 789 1,152

Total Revenue Over Expense 3,226,399 (1,191,582) 4,675,695 1,405,285 99,065 (402,325) 19,980 (531,286) (177,446)

Change in Fair Value of Derivatives (2,555,304) 0 0 0 0 0 0 0 0

Net Unrealized Gain / (Loss) on Investments 2,385,406 0 0 0 0 0 0 0 0

Cumulative Effect of Change in Accounting Principle 0 0 0 0 0 0 0 0 0

Total Increase in Unrestricted Net Assets 3,056,501 (1,191,582) 4,675,695 1,405,285 99,065 (402,325) 19,980 (531,286) (177,446)

EBITDA 12,088,116 (1,191,582) 7,614,437 2,184,132 174,671 8,964 189,870 (475,636) (144,703)
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Patient Revenue

Inpatient

Outpatient

Deductions from Revenue

Contractual Adjustment

Charity

Contra Revenue - Charity

Provision for Bad Debt

Uninsured Discounts

Total Deductions

Net Patient Service Revenue

Premium Revenue

Other Operating Revenue

Total Operating Revenue

Total Operating Revenue

Operating Expense

Salaries

Provider Salaries

Contract Labor - Providers

Contract Labor - Other

Employee Benefits

Fees

Supplies

Utilities

Other Expense

Medical Costs

Depreciation

Amortization

Interest

Total Operating Expense

Net Operating Income before Support Allocation

Support Alloc - Salaries, Contract Labor & Benefits

Support Allocation - Other

Net Operating Income after Support Allocation

Non Operating Income / (Expense)

Total Revenue Over Expense

Change in Fair Value of Derivatives

Net Unrealized Gain / (Loss) on Investments

Cumulative Effect of Change in Accounting Principle

Total Increase in Unrestricted Net Assets

EBITDA

Mountain States Health Alliance
Consolidated Statement of Revenue and Expense (cont'd)

For the Month Ended September 30, 2016

JMH NC SC RC BR Cons Home Care MSHA Corp ISHN Foundation Auxiliary

26,727,629 8,397,591 4,529,408 3,222,298 0 0 0 0 0 0

42,901,810 17,706,366 11,382,667 5,582,351 20,178,562 1,546,639 0 0 0 0

69,629,440 26,103,957 15,912,075 8,804,650 20,178,562 1,546,639 0 0 0 0

52,250,807 17,892,550 11,191,235 5,813,337 12,740,047 412,880 0 0 0 0

1,145,314 543,287 141,808 60,566 166,079 11,721 0 0 0 0

950,028 724,333 431,076 498,439 751,145 (18,084) 0 0 0 0

141,938 133,103 57,288 45,097 239,269 (1,361) 0 0 0 0

1,936,145 1,439,256 471,820 752,330 0 0 0 0 0 0

56,424,232 20,732,529 12,293,227 7,169,769 13,896,539 405,157 0 0 0 0

13,205,208 5,371,428 3,618,848 1,634,881 6,282,023 1,141,482 0 0 0 0

0 0 0 0 0 0 0 0 0 0

222,743 179,446 56,226 4,937 6,039,675 550 (0) 150,049 0 65,721

222,743 179,446 56,226 4,937 6,039,675 550 (0) 150,049 0 65,721

13,427,951 5,550,874 3,675,074 1,639,818 12,321,698 1,142,032 (0) 150,049 0 65,721

3,106,484 1,959,377 1,282,010 641,024 2,434,074 693,474 1,988,354 172,759 0 19,649

741,374 590,441 19,755 8,186 5,494,305 0 0 0 0 0

4,682 30,604 0 0 884,100 0 0 0 0 0

52,804 38,646 6,525 4,273 61,211 5,023 21,979 9,307 0 354

733,758 572,717 286,189 161,378 904,642 151,379 743,579 29,995 0 2,974

2,181,117 739,936 832,363 485,001 653,607 42,861 622,561 65,277 0 2,373

1,878,219 623,205 396,875 155,059 550,139 69,800 (28,305) 202 0 1,104

179,977 96,078 88,450 46,906 162,662 3,012 52,443 2,370 0 0

888,218 509,361 287,110 168,687 1,196,659 55,128 833,395 17,764 0 3,880

0 0 0 0 0 0 0 0 0 0

985,258 403,155 357,412 129,803 478,603 14,207 490,289 4,701 0 4,247

946 661 579 0 688 6,835 99,040 667 0 156

23,369 22,474 18,085 66,376 75,783 1,455 1,214,161 0 0 0

10,776,205 5,586,655 3,575,353 1,866,694 12,896,473 1,043,174 6,037,497 303,042 0 34,737

2,651,746 (35,781) 99,721 (226,876) (574,775) 98,858 (6,037,497) (152,993) 0 30,985

298,841 178,332 138,365 70,249 136,492 34,675 (2,658,248) 9,171 0 0

313,303 183,016 83,588 40,673 (100,869) 19,207 (1,575,758) 6,937 0 0

2,039,602 (397,129) (122,233) (337,799) (610,398) 44,976 (1,803,490) (169,101) 0 30,985

60,748 29,126 143,134 135 186,920 0 223,695 12,969 14,856 (17,986)

2,100,351 (368,002) 20,902 (337,664) (423,478) 44,976 (1,579,796) (156,131) 14,856 12,999

0 0 0 0 0 0 (2,555,304) 0 0 0

472,248 128,197 117,525 0 346,828 0 1,308,845 3,614 9,325 (1,175)

0 0 0 0 0 0 0 0 0 0

2,572,599 (239,806) 138,427 (337,664) (76,650) 44,976 (2,826,255) (152,517) 24,181 11,824

3,109,923 58,289 396,978 (141,485) 131,596 67,472 223,695 (150,764) 14,856 17,402
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Mountain States Health Alliance
Consolidated Statement of Revenue and Expense

For the Three Months Ended September 30, 2016

Consolidated Eliminations JCMC FWCH WOOD IPMC SSH UC JCCH

Patient Revenue

Inpatient 666,407,588 (7,663,143) 391,040,733 45,495,915 19,422,747 59,340,602 26,623,931 3,659,717 71,126

Outpatient 763,301,585 (8,818,228) 263,817,381 71,834,496 106,826 74,694,674 44,147,139 10,515,851 6,797,592

1,429,709,173 (16,481,371) 654,858,115 117,330,411 19,529,573 134,035,276 70,771,070 14,175,568 6,868,718

Deductions from Revenue

Contractual Adjustment 1,075,982,211 (11,928,899) 512,563,305 91,007,315 10,841,480 104,625,662 54,309,821 10,660,586 4,578,753

Charity 22,348,564 0 9,159,622 578,565 4,341,534 1,088,930 577,349 0 36,648

Contra Revenue - Charity 25,371,151 0 8,846,654 1,941,126 274,280 2,344,492 1,549,797 31 235,008

Provision for Bad Debt 4,573,522 0 1,583,330 303,291 19,786 286,072 313,866 295,301 80,122

Uninsured Discounts 44,996,435 0 17,183,750 4,277,406 31,200 4,601,286 3,214,148 622,698 264,243

Total Deductions 1,173,271,883 (11,928,899) 549,336,661 98,107,702 15,508,280 112,946,443 59,964,982 11,578,617 5,194,774

Net Patient Service Revenue 256,437,289 (4,552,472) 105,521,454 19,222,709 4,021,293 21,088,833 10,806,088 2,596,951 1,673,944

Premium Revenue 0 0 0 0 0 0 0 0 0

Other Operating Revenue 6,756,895 (15,705,960) 704,617 29,138 745,847 80,641 142,053 55,649 33,082

Total Operating Revenue 6,756,895 (15,705,960) 704,617 29,138 745,847 80,641 142,053 55,649 33,082

Total Operating Revenue 263,194,184 (20,258,431) 106,226,070 19,251,846 4,767,140 21,169,474 10,948,141 2,652,600 1,707,026

Operating Expense

Salaries 86,659,553 (11,664) 28,059,788 5,066,185 1,973,485 7,063,667 4,024,090 1,620,062 864,834

Provider Salaries 20,651,334 0 0 145 386 8,788 0 0 124,240

Contract Labor - Providers 3,193,762 0 0 0 0 0 0 0 0

Contract Labor - Other 1,028,972 (930,879) 1,028,148 51,007 42,986 62,948 59,966 29,938 5,625

Employee Benefits 17,646,176 (4,515,718) 6,305,222 1,123,413 426,024 1,491,734 983,340 340,756 212,205

Fees 29,811,741 (13,683,737) 16,414,283 1,467,860 1,159,955 5,046,783 1,599,070 854,158 436,336

Supplies 43,592,979 (40,964) 23,364,201 2,830,901 145,138 3,947,428 1,446,480 224,073 133,270

Utilities 4,457,688 (881) 1,510,469 382,156 41,370 324,322 210,616 119,385 37,989

Other Expense 21,829,377 (1,057,999) 6,059,853 1,148,235 169,899 1,873,548 856,349 554,740 204,867

Medical Costs 0 0 0 0 0 0 0 0 0

Depreciation 16,485,134 0 4,780,465 1,358,888 153,316 939,544 410,061 157,602 93,000

Amortization 344,303 0 11,897 1,807 0 0 0 0 0

Interest 9,819,504 0 4,115,417 986,296 73,216 209,698 103,706 (62) 3,955

Total Operating Expense 255,520,524 (20,241,841) 91,649,743 14,416,894 4,185,774 20,968,460 9,693,680 3,900,651 2,116,321

Net Operating Income before Support Allocation 7,673,661 (16,590) 14,576,327 4,834,953 581,366 201,014 1,254,462 (1,248,051) (409,295)

Support Alloc - Salaries, Contract Labor & Benefits 0 0 3,130,321 685,248 202,166 844,238 421,566 158,868 95,386

Support Allocation - Other (0) 0 1,653,990 328,503 90,031 421,846 230,055 80,005 76,477

Net Operating Income after Support Allocation 7,673,661 (16,590) 9,792,017 3,821,201 289,169 (1,065,069) 602,841 (1,486,925) (581,159)

Non Operating Income / (Expense) (3,809,023) (4,583,085) (64,174) 4,740 (22,424) (22,202) 1,054 (421) (245)

Total Revenue Over Expense 3,864,638 (4,599,675) 9,727,843 3,825,941 266,745 (1,087,271) 603,896 (1,487,346) (581,404)

Change in Fair Value of Derivatives 1,269,542 0 0 0 0 0 0 0 0

Net Unrealized Gain / (Loss) on Investments 12,425,025 0 0 0 0 0 0 0 0

Cumulative Effect of Change in Accounting Principle 0 0 0 0 0 0 0 0 0

Total Increase in Unrestricted Net Assets 17,559,204 (4,599,675) 9,727,843 3,825,941 266,745 (1,087,271) 603,896 (1,487,346) (581,404)

EBITDA 30,513,579 (4,599,675) 18,635,622 6,172,932 493,276 61,972 1,117,663 (1,329,807) (484,448)
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Patient Revenue

Inpatient

Outpatient

Deductions from Revenue

Contractual Adjustment

Charity

Contra Revenue - Charity

Provision for Bad Debt

Uninsured Discounts

Total Deductions

Net Patient Service Revenue

Premium Revenue

Other Operating Revenue

Total Operating Revenue

Total Operating Revenue

Operating Expense

Salaries

Provider Salaries

Contract Labor - Providers

Contract Labor - Other

Employee Benefits

Fees

Supplies

Utilities

Other Expense

Medical Costs

Depreciation

Amortization

Interest

Total Operating Expense

Net Operating Income before Support Allocation

Support Alloc - Salaries, Contract Labor & Benefits

Support Allocation - Other

Net Operating Income after Support Allocation

Non Operating Income / (Expense)

Total Revenue Over Expense

Change in Fair Value of Derivatives

Net Unrealized Gain / (Loss) on Investments

Cumulative Effect of Change in Accounting Principle

Total Increase in Unrestricted Net Assets

EBITDA

Mountain States Health Alliance
Consolidated Statement of Revenue and Expense (cont'd)

For the Three Months Ended September 30, 2016

JMH NC SC RC BR Cons Home Care MSHA Corp ISHN Foundation Auxiliary

81,047,121 22,777,843 13,965,119 10,625,877 0 0 0 0 0 0

131,944,961 52,234,110 34,262,171 16,728,810 59,968,775 5,067,026 0 0 0 0

212,992,082 75,011,953 48,227,289 27,354,687 59,968,775 5,067,026 0 0 0 0

156,777,534 50,424,810 33,510,680 18,762,772 38,544,685 1,303,709 0 0 0 0

3,843,572 1,232,902 734,534 264,021 478,371 12,518 0 0 0 0

3,656,293 2,234,362 1,207,323 1,162,126 1,871,018 48,639 0 0 0 0

481,437 369,352 171,663 151,960 513,682 3,661 0 0 0 0

7,236,200 4,029,896 1,652,529 1,883,078 0 0 0 0 0 0

171,995,036 58,291,321 37,276,728 22,223,956 41,407,756 1,368,527 0 0 0 0

40,997,047 16,720,632 10,950,561 5,130,731 18,561,019 3,698,499 0 0 0 0

0 0 0 0 0 0 0 0 0 0

514,610 588,093 133,870 14,318 18,723,838 1,489 (0) 503,523 0 192,088

514,610 588,093 133,870 14,318 18,723,838 1,489 (0) 503,523 0 192,088

41,511,656 17,308,725 11,084,431 5,145,050 37,284,857 3,699,987 (0) 503,523 0 192,088

9,789,108 5,870,201 3,941,642 1,999,452 7,433,996 2,195,678 6,174,784 529,636 0 64,608

2,383,185 1,781,191 64,777 25,194 16,263,427 0 0 0 0 0

4,682 132,943 0 0 3,056,138 0 0 0 0 0

184,439 138,454 46,894 34,760 171,561 14,387 54,106 32,348 0 2,285

2,317,140 1,709,013 943,509 488,536 2,823,813 489,078 2,390,917 107,949 0 9,246

6,422,217 2,256,238 2,436,515 1,475,477 1,939,717 167,111 1,617,749 195,568 0 6,442

6,470,935 1,629,595 1,078,495 536,279 1,692,845 199,648 (70,633) 2,332 0 2,954

536,130 290,619 267,512 130,851 444,143 9,194 146,561 7,252 0 0

2,743,674 1,488,034 924,695 610,352 3,584,667 173,446 2,434,184 49,735 0 11,097

0 0 0 0 0 0 0 0 0 0

2,885,545 1,223,399 1,073,737 391,226 1,473,252 42,683 1,474,629 14,939 0 12,847

2,838 1,984 1,736 0 2,063 20,506 299,004 2,000 0 469

66,428 71,566 52,902 193,299 247,881 4,722 3,690,479 0 0 0

33,806,322 16,593,236 10,832,413 5,885,428 39,133,502 3,316,454 18,211,779 941,760 0 109,948

7,705,334 715,490 252,018 (740,379) (1,848,645) 383,534 (18,211,779) (438,237) 0 82,140

1,072,555 539,743 410,010 217,642 431,138 88,067 (8,320,524) 23,577 0 0

941,705 505,280 233,321 116,505 (322,728) 51,719 (4,427,143) 20,434 0 0

5,691,074 (329,533) (391,312) (1,074,525) (1,957,056) 243,748 (5,464,112) (482,248) 0 82,140

313,867 65,227 167,909 (3,966) 408,145 5,008 (57,720) 32,045 (21,909) (30,872)

6,004,941 (264,306) (223,404) (1,078,492) (1,548,911) 248,756 (5,521,833) (450,203) (21,909) 51,268

0 0 0 0 0 0 1,269,542 0 0 0

2,661,659 651,654 634,625 0 1,869,079 0 6,544,718 4,710 54,203 4,376

0 0 0 0 0 0 0 0 0 0

8,666,600 387,348 411,222 (1,078,492) 320,168 248,756 2,292,428 (445,493) 32,295 55,644

8,959,752 1,032,643 904,971 (493,966) 174,285 316,666 (57,720) (433,264) (21,909) 64,584
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Mountain States Health Alliance
Financial Performance Indicators

September 2016

2016 2016 2016 2020 2017

Fitch S&P Moody's System System MSHA

Median 
1

Median 
2

Median
 3

Targets
 4

Targets
 5

YTD September

Profitability Ratios

Total Margin 
6

4.2% 3.4% 5.5% 6.3% 3.6% 1.5% 3.7%

Operating Margin 2.0% 0.8% 3.2% 6.1% 3.8% 2.9% 4.4%

EBITDA to Revenue 11.1% 8.7% 9.3% 14.4% 13.6% 11.6% 13.8%

Liquidity Ratios

Current Ratio N/A N/A 2.2 1.6 1.6 1.6

Days in Patient A/R 48.0 47.6 48.6 59.6 60.1 56.2

Avg Payment Period 67.4 N/A 60.3 72.8 77.2 76.0

Total Days Cash on Hand 162.8 148.7 171.3 281.2 271.8 278.2

Capital Ratios

LT Debt to Capitalization 49.2% 37.1% 38.8% 40.0% 54.9% 53.5%

Cash Flow to Total Debt 
7

28.2% N/A 34.5% 18.3% 10.4% 8.5%

Debt Service Coverage 2.8 2.5 4.1 2.5 2.4 2.2

Other Ratios

FTEs per AOB 
8

N/A N/A N/A 4.37 4.66 4.56 4.47

Labor Exp / Net Patient Rev 
9

53.5% 61.1% N/A 50.4% 50.7% 51.0% 49.5%

NOTES

1                
Source:  Fitch - Median Ratios for Nonprofit Hospitals and Healthcare Systems (September 2016)

2                
Source:  S&P - US Not-for-Profit Health Care System Median Ratios (September 2016)

3                
Source:  Moody's - Not-for-Profit Hospital Medians (September 2016)

4                
Source:  MSHA 2016-2020 Financial Plan

5                
Source:  MSHA 2017 Budget & MSHA 2016-2020 Financial Plan

6                
Excludes Loss on Extinquishment of LTD

7                
Excludes Loss on Extinquishment of LTD

8                
Includes Contract Labor and Excludes Nursing Homes

9                
Excludes Nursing Homes
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Mountain States Health Alliance

EBITDA & Net Accounts Receivable by Facility

10/2015 11/2015 12/2015 01/2016 02/2016 03/2016 04/2016 05/2016 06/2016 07/2016 08/2016 09/2016 Avg / Ttl

EBITDA

Johnson City Medical Center 3,928,409 4,861,610 6,468,559 3,510,780 4,301,041 7,421,162 6,179,453 4,184,403 11,249,694 4,907,516 6,113,669 7,614,437 70,740,733

Franklin Woods Community Hospital 1,501,231 1,147,178 2,424,686 1,252,231 1,458,288 1,795,069 2,624,711 1,369,829 2,930,385 1,470,469 2,518,332 2,184,132 22,676,540

Woodridge Psychiatric Hospital 245,670 110,743 (111,590) 7,824 (43,261) 45,323 (51,125) (73,444) 2,703,711 4,227 314,379 174,671 3,327,126

Washington County Market Total 5,675,310 6,119,530 8,781,655 4,770,835 5,716,069 9,261,553 8,753,038 5,480,788 16,883,790 6,382,211 8,946,379 9,973,240 96,744,399

Johnston Memorial Consolidated 3,409,303 3,791,036 3,679,779 2,107,310 3,021,274 3,522,214 1,735,336 2,819,953 4,235,068 1,616,032 4,233,797 3,109,923 37,281,026

Smyth County Consolidated 440,501 (203,482) 1,195,508 82,772 144,058 894,024 38,456 (246,362) 1,032,366 183,959 324,035 396,978 4,282,812

Russell County Medical Center (36,602) (143,822) 34,983 25,706 (456,071) (99,673) (317,657) (131,454) 551,497 (240,095) (112,387) (141,485) (1,067,060)

Northeast Market Total 3,813,201 3,443,732 4,910,270 2,215,789 2,709,261 4,316,564 1,456,135 2,442,137 5,818,931 1,559,896 4,445,445 3,365,416 40,496,777

Indian Path Medical Center 681,647 570,606 1,672,764 416,747 475,265 446,735 (401,867) (110,213) 367,372 (269,345) 322,353 8,964 4,181,028

Norton Community Consolidated 553,892 665,469 625,756 (290,312) 174,417 727,113 407,099 532,063 897,078 341,922 632,432 58,289 5,325,219

Northwest Market Total 1,235,540 1,236,075 2,298,520 126,435 649,682 1,173,848 5,233 421,850 1,264,450 72,577 954,785 67,253 9,506,247

Sycamore Shoals Hospital (166,184) 734,533 745,663 316,590 301,234 443,159 321,357 (53,923) 1,735,039 392,670 535,123 189,870 5,495,132

Unicoi County Consolidated (568,928) (29,975) (494,782) (338,979) (497,773) 39,474 (319,290) (505,518) 20,861 (337,376) (516,794) (475,636) (4,024,719)

Johnson County Community Hospital (141,179) (185,159) (89,664) (174,542) (109,870) 18,644 (148,552) (187,014) 527,017 (143,330) (196,415) (144,703) (974,767)

Southeast Market Total (876,292) 519,399 161,216 (196,931) (306,409) 501,278 (146,486) (746,455) 2,282,917 (88,036) (178,086) (430,470) 495,646

Blue Ridge Consolidated 345,085 325,000 926,316 460,861 194,319 686,941 (22,864) (295,054) 2,475,028 (101,739) 144,427 131,596 5,269,919

Mountain States Home Health 23,901 (124,342) 33,009 (105,283) 18,869 34,690 (101,577) (56,554) (599,288) 131,247 117,947 67,472 (559,909)

MSHA Corporate 178,434 153,796 2,259,000 163,490 339,626 (31,699) (602,291) (946,021) 7,126,970 (145,341) (136,073) 223,695 8,583,584

Integrated Solutions Health Network (952,795) (836,494) (1,040,809) (748,959) (839,850) (1,211,985) (707,943) 177,885 3,788,886 (118,258) (164,242) (150,764) (2,805,327)

Other Operations Total (405,376) (482,039) 2,177,517 (229,891) (287,036) (522,054) (1,434,675) (1,119,743) 12,791,597 (234,091) (37,942) 271,999 10,488,266

Mountain States Health Foundation (3,027) 573,290 46,138 85,506 104,930 109,011 (106,365) 317,022 (503,858) (71,480) 34,716 14,856 600,739

MSHA Auxiliary 23,824 22,699 29,556 11,139 20,756 19,056 12,561 17,067 17,113 21,158 26,023 17,402 238,355

Eliminations (2,982,683) (1,355,839) 266,259 1,276,476 (596,020) (3,487,484) (653,020) (971,327) (1,764,859) (1,568,215) (1,839,877) (1,191,582) (14,868,173)

TOTAL 6,480,497 10,076,847 18,671,131 8,059,357 8,011,233 11,371,772 7,886,421 5,841,340 36,790,079 6,074,020 12,351,443 12,088,116 143,702,256

Net Accounts Receivable

Johnson City Medical Center 70,848,157 70,207,378 68,385,437 69,490,368 70,408,073 67,449,467 68,370,383 67,087,564 64,266,491 65,386,966 63,800,102 65,411,470 67,592,655

Franklin Woods Community Hospital 11,072,655 10,784,837 11,080,406 11,201,291 10,875,105 10,704,171 11,809,698 11,691,969 11,617,355 11,682,106 11,920,029 11,708,184 11,345,650

Woodridge Psychiatric Hospital 3,145,753 3,343,665 3,074,046 3,307,554 3,077,524 2,883,307 2,853,014 2,751,898 2,703,901 2,745,462 2,755,441 2,740,299 2,948,489

Washington County Market Total 85,066,564 84,335,880 82,539,889 83,999,213 84,360,702 81,036,945 83,033,096 81,531,431 78,587,747 79,814,534 78,475,572 79,859,952 81,886,794

Johnston Memorial Consolidated 23,302,322 22,969,032 21,503,329 22,816,834 23,088,978 22,563,226 23,091,977 23,169,431 21,633,231 22,100,196 22,705,270 22,210,195 22,596,168

Smyth County Consolidated 6,995,724 6,781,702 6,556,332 6,755,291 6,804,993 7,031,941 7,102,737 6,876,736 6,560,667 6,923,052 6,884,644 6,895,074 6,847,408

Russell County Medical Center 4,238,340 4,347,731 4,094,616 4,316,567 4,009,850 4,296,160 4,277,165 4,293,112 3,869,751 4,180,062 4,291,813 4,136,641 4,195,984

Northeast Market Total 34,536,387 34,098,465 32,154,278 33,888,692 33,903,821 33,891,327 34,471,879 34,339,279 32,063,649 33,203,310 33,881,727 33,241,909 33,639,560

Indian Path Medical Center 14,581,049 13,980,892 13,547,815 13,831,157 14,186,758 13,232,744 13,340,264 12,779,900 11,396,654 11,842,591 11,777,034 11,417,290 12,992,846

Norton Community Consolidated 12,944,033 12,700,024 11,881,498 12,259,749 12,363,733 12,043,427 12,142,420 11,905,053 10,690,629 11,199,331 11,249,740 11,412,341 11,899,332

Northwest Market Total 27,525,083 26,680,916 25,429,313 26,090,906 26,550,492 25,276,171 25,482,685 24,684,953 22,087,283 23,041,922 23,026,774 22,829,631 24,892,177

Sycamore Shoals Hospital 6,378,434 6,754,931 6,771,236 6,734,820 7,061,558 6,815,015 6,761,287 6,103,902 6,104,999 6,343,102 6,290,500 6,104,641 6,518,702

Unicoi County Consolidated 3,416,762 3,489,017 2,966,607 2,708,150 2,240,939 2,271,386 2,354,221 2,235,734 1,968,246 2,035,722 1,781,830 1,742,246 2,434,238

Johnson County Community Hospital 1,190,071 1,162,193 1,170,083 1,360,256 1,310,983 1,364,840 1,337,827 854,097 645,115 745,860 663,528 507,040 1,025,991

Southeast Market Total 10,985,267 11,406,141 10,907,926 10,803,225 10,613,480 10,451,241 10,453,335 9,193,733 8,718,361 9,124,684 8,735,858 8,353,927 9,978,931

Blue Ridge Consolidated 12,222,807 11,826,024 11,906,552 12,635,292 13,265,290 12,602,418 12,797,814 12,509,130 10,478,717 10,001,459 10,103,250 9,844,531 11,682,774

Mountain States Home Health 4,334,330 4,200,390 4,312,761 4,109,684 4,264,736 4,108,985 3,863,966 3,846,356 3,065,986 3,259,480 3,191,878 2,875,497 3,786,171

Integrated Solutions Health Network (1,698) (1,798) (1,896) (1,896) (1,896) 0 0 0 0 0 0 0 (765)

Other Operations Total 16,555,438 16,024,617 16,217,417 16,743,080 17,528,130 16,711,403 16,661,780 16,355,486 13,544,703 13,260,939 13,295,128 12,720,028 15,468,179

TOTAL 174,668,739 172,546,018 167,248,822 171,525,116 172,956,624 167,367,087 170,102,774 166,104,881 155,001,743 158,445,389 157,415,059 157,005,447 165,865,642
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Mountain States Health Alliance

Full Time Equivalents by Facility

10/2015 11/2015 12/2015 01/2016 02/2016 03/2016 04/2016 05/2016 06/2016 07/2016 08/2016 09/2016 Avg / Ttl

Full Time Equivalents (incl Providers and Cont Lbr)

Johnson City Medical Center 2,521 2,462 2,487 2,520 2,484 2,521 2,462 2,524 2,531 2,477 2,455 2,371 2,485

Franklin Woods Community Hospital 498 499 501 514 503 513 521 510 496 419 434 423 486

Woodridge Psychiatric Hospital 215 218 223 219 214 221 222 219 214 209 205 201 215

Washington County Market Total 3,234 3,179 3,210 3,252 3,202 3,255 3,206 3,254 3,241 3,105 3,094 2,995 3,186

Johnston Memorial Consolidated 928 928 919 928 934 946 936 938 974 938 931 885 932

Smyth County Consolidated 286 276 275 280 275 286 280 285 281 267 260 248 275

Francis Marion Manor 85 81 81 84 83 87 85 84 80 76 77 78 82

Russell County Medical Center 170 169 169 173 171 185 178 183 176 176 168 166 174

Northeast Market Total 1,469 1,455 1,443 1,465 1,463 1,503 1,479 1,490 1,511 1,457 1,436 1,378 1,462

Indian Path Medical Center 649 661 668 656 650 649 650 642 636 619 602 596 640

Norton Community Consolidated 600 606 602 598 599 604 611 593 594 586 584 593 597

Northwest Market Total 1,249 1,267 1,271 1,254 1,249 1,252 1,261 1,235 1,230 1,205 1,185 1,189 1,237

Sycamore Shoals Hospital 381 384 384 399 385 409 395 402 378 364 341 339 380

Unicoi County Consolidated 128 121 121 118 122 117 114 115 102 97 97 99 113

Unicoi County Nursing Home 55 61 63 60 57 59 61 62 49 49 48 46 56

Johnson County Community Hospital 84 85 86 84 86 84 87 86 82 81 79 77 83

Southeast Market Total 648 651 654 661 650 669 656 664 611 591 565 561 632

Blue Ridge Consolidated 1,009 997 1,030 1,001 1,050 1,041 1,032 1,037 976 984 1,007 1,003 1,014

Mountain States Home Health 176 180 176 171 172 174 179 181 172 159 160 152 171

MSHA Corporate (0) 0 (0) (0) 0 0 (0) (0) 0 (0) (0) (0) 0

Integrated Solutions Health Network 52 55 54 55 60 57 54 51 43 35 32 32 48

Other Operations Total 1,237 1,232 1,260 1,228 1,283 1,272 1,265 1,269 1,190 1,178 1,200 1,187 1,233

Auxiliary 10 10 10 10 10 11 11 11 11 11 11 9 10

Eliminations (54) (50) (55) (62) (65) (65) (59) (60) (56) (51) (56) (55) (57)

TOTAL 7,793 7,743 7,794 7,808 7,792 7,897 7,819 7,863 7,737 7,497 7,435 7,263 7,704

FTEs per Adjusted Occupied Bed

Johnson City Medical Center 4.38 4.14 4.14 4.27 4.18 4.09 4.11 4.40 4.49 4.35 4.33 4.25

Franklin Woods Community Hospital 2.80 2.84 2.71 2.92 2.86 2.69 2.80 2.85 2.98 3.48 3.09 3.17

Woodridge Psychiatric Hospital 2.88 2.98 3.26 2.92 2.89 2.92 2.93 2.84 2.87 2.71 2.72 2.67

Washington County Market Total 3.80 3.68 3.68 3.77 3.72 3.60 3.64 3.81 3.90 3.86 3.81 3.75

Johnston Memorial Consolidated 4.29 4.47 4.44 4.49 4.09 4.08 4.07 4.30 4.44 4.26 4.16 3.91

Smyth County Consolidated 4.47 4.34 4.73 4.39 4.99 3.95 4.70 5.03 5.34 4.39 3.92 4.06

Russell County Medical Center 3.04 3.00 2.91 2.90 3.00 2.82 2.84 2.99 2.88 3.07 2.61 2.67

Indian Path Medical Center 5.06 5.09 4.87 4.32 4.95 4.98 5.26 5.23 5.26 5.23 4.61 4.63

Norton Community Consolidated 5.39 5.52 5.70 5.86 5.06 5.06 5.17 5.46 5.49 5.75 4.85 4.85

Sycamore Shoals Hospital 3.47 3.71 3.55 3.73 3.55 3.32 3.43 3.48 3.48 3.28 3.08 3.28

Unicoi County Consolidated 4.01 4.72 4.69 4.36 4.39 4.52 5.27 5.29 4.83 3.74 3.41 3.64

Johnson County Community Hospital 2.43 3.92 2.70 4.02 4.54 3.66 5.66 4.05 4.24 3.96 3.79 3.72

TOTAL 4.58 4.57 4.54 4.54 4.52 4.33 4.48 4.65 4.71 4.67 4.52 4.47

FTEs per Adjusted Admission

Johnson City Medical Center 0.70 0.69 0.68 0.76 0.76 0.69 0.74 0.74 0.71 0.72 0.70 0.70

Franklin Woods Community Hospital 0.43 0.48 0.42 0.51 0.45 0.42 0.46 0.45 0.43 0.40 0.37 0.38

Woodridge Psychiatric Hospital 0.51 0.55 0.56 0.55 0.50 0.49 0.51 0.51 0.50 0.50 0.46 0.47

Washington County Market Total 0.61 0.63 0.60 0.67 0.66 0.59 0.64 0.65 0.62 0.62 0.59 0.60

Johnston Memorial Consolidated 0.46 0.50 0.51 0.56 0.53 0.48 0.50 0.49 0.54 0.53 0.46 0.47

Smyth County Consolidated 0.56 0.60 0.59 0.62 0.69 0.56 0.65 0.64 0.59 0.55 0.58 0.50

Russell County Medical Center 0.42 0.45 0.41 0.44 0.49 0.41 0.44 0.49 0.46 0.47 0.37 0.41

Indian Path Medical Center 0.66 0.69 0.61 0.70 0.71 0.63 0.70 0.65 0.62 0.63 0.57 0.61

Norton Community Consolidated 0.65 0.70 0.66 0.70 0.64 0.65 0.70 0.68 0.68 0.70 0.58 0.60

Sycamore Shoals Hospital 0.52 0.60 0.50 0.63 0.53 0.54 0.57 0.52 0.50 0.45 0.46 0.47

Unicoi County Consolidated 0.45 0.41 0.49 0.53 0.54 0.53 0.48 0.56 0.44 0.45 0.38 0.36

Johnson County Community Hospital 0.22 0.26 0.17 0.30 0.39 0.20 0.00 0.20 0.35 0.34 0.24 0.31

TOTAL 0.67 0.70 0.67 0.74 0.73 0.66 0.72 0.71 0.69 0.69 0.65 0.66

64 MSHA6953



Mountain States Health Alliance

Revenue Deductions by Facility

10/2015 11/2015 12/2015 01/2016 02/2016 03/2016 04/2016 05/2016 06/2016 07/2016 08/2016 09/2016 Avg / Ttl

Bad Debt

Johnson City Medical Center 700,943 512,265 669,706 509,770 881,087 1,108,565 514,300 909,929 694,685 568,128 501,046 514,155 8,084,580

Franklin Woods Community Hospital 77,240 143,553 112,085 103,917 98,362 132,770 65,851 127,004 130,986 93,827 78,523 130,941 1,295,060

Woodridge Psychiatric Hospital 9,385 4,495 15,200 599 42,768 9,899 3,601 22,588 5,870 8,651 6,460 4,675 134,192

Washington County Market Total 787,568 660,314 796,992 614,286 1,022,217 1,251,234 583,752 1,059,521 831,541 670,606 586,029 649,771 9,513,831

Johnston Memorial Consolidated 152,251 173,277 207,864 165,104 201,194 62,567 116,379 172,434 153,391 190,799 148,700 141,938 1,885,897

Smyth County Consolidated 63,522 42,319 45,306 57,069 48,406 55,676 56,868 61,201 46,259 61,820 52,554 57,288 648,288

Russell County Medical Center 39,406 79,493 69,261 57,809 87,698 64,583 57,618 50,104 49,160 40,567 66,296 45,097 707,092

Northeast Market Total 255,179 295,088 322,431 279,981 337,299 182,826 230,865 283,738 248,810 293,186 267,551 244,323 3,241,277

Indian Path Medical Center 133,326 143,301 127,176 96,225 111,687 159,389 108,221 137,061 352,241 130,299 71,014 84,759 1,654,699

Norton Community Consolidated 111,439 178,021 138,306 151,487 148,328 114,689 158,332 102,466 126,970 112,534 123,714 133,103 1,599,391

Northwest Market Total 244,765 321,323 265,482 247,712 260,015 274,078 266,554 239,527 479,211 242,833 194,729 217,862 3,254,090

Sycamore Shoals Hospital 135,452 54,952 154,756 127,997 101,623 290,361 (44,469) 90,297 87,649 38,420 164,290 111,156 1,312,484

Unicoi County Consolidated (333,684) 395,874 305,568 101,916 50,836 129,256 186,078 90,868 4,912 (4,239) 119,744 179,797 1,226,926

Johnson County Community Hospital 63,117 17,845 47,374 15,583 52,258 6,398 6,886 7,623 12,217 12,653 24,114 43,354 309,422

Southeast Market Total (135,115) 468,671 507,697 245,495 204,716 426,015 148,496 188,789 104,778 46,834 308,149 334,307 2,848,833

Blue Ridge Consolidated 104,533 134,287 103,368 147,907 592,345 (306,979) 114,524 124,614 131,061 246,497 27,917 239,269 1,659,342

Mountain States Home Health (74) 748 41 1,425 2,673 2,018 (510) 1,379 462,093 5,070 (48) (1,361) 473,454

Other Operations Total 104,459 135,035 103,409 149,331 595,018 (304,961) 114,014 125,993 593,154 251,567 27,869 237,908 2,132,796

TOTAL 1,256,855 1,880,431 1,996,011 1,536,807 2,419,265 1,829,192 1,343,681 1,897,568 2,257,494 1,505,025 1,384,326 1,684,171 20,990,826

Contra Revenue - Self Pay

Johnson City Medical Center 4,568,871 3,301,029 3,311,778 3,156,008 4,140,780 3,313,866 2,964,480 2,910,476 4,220,705 3,702,768 2,824,012 2,319,874 40,734,647

Franklin Woods Community Hospital 780,345 1,036,756 702,686 776,285 681,811 553,606 106,446 564,944 705,829 938,041 515,493 487,591 7,849,835

Woodridge Psychiatric Hospital 11,096 90,702 79,151 124,009 84,813 108,160 73,065 128,313 50,646 128,310 103,690 42,279 1,024,236

Washington County Market Total 5,360,312 4,428,487 4,093,616 4,056,302 4,907,404 3,975,632 3,143,992 3,603,732 4,977,180 4,769,120 3,443,196 2,849,744 49,608,718

Johnston Memorial Consolidated 1,879,352 1,754,959 1,753,498 1,479,926 1,500,201 1,563,986 885,789 1,712,737 2,052,772 2,148,127 558,138 950,028 18,239,514

Smyth County Consolidated 273,347 317,701 386,395 363,408 448,081 427,011 141,338 422,197 430,715 459,582 316,665 431,076 4,417,518

Russell County Medical Center 381,623 364,885 290,193 475,511 451,541 458,364 294,075 415,341 420,494 400,982 262,705 498,439 4,714,154

Northeast Market Total 2,534,323 2,437,545 2,430,086 2,318,846 2,399,824 2,449,362 1,321,202 2,550,275 2,903,981 3,008,691 1,137,508 1,879,543 27,371,186

Indian Path Medical Center 1,000,179 846,618 734,346 764,608 531,867 771,219 748,731 877,752 897,336 832,551 748,995 762,946 9,517,149

Norton Community Consolidated 752,597 862,603 881,457 793,583 454,733 672,864 1,037,611 652,138 741,875 747,638 762,391 724,333 9,083,822

Northwest Market Total 1,752,776 1,709,221 1,615,804 1,558,191 986,599 1,444,083 1,786,342 1,529,890 1,639,211 1,580,189 1,511,386 1,487,280 18,600,971

Sycamore Shoals Hospital 679,356 426,203 594,112 689,095 604,320 659,598 309,572 564,277 816,419 512,347 673,624 363,826 6,892,749

Unicoi County Consolidated 260 446 181 251 537 364 256 307 581 21 0 10 3,214

Johnson County Community Hospital 98,037 69,404 157,124 44,566 166,520 (36,016) 97,516 114,752 94,941 52,599 115,819 66,591 1,041,853

Southeast Market Total 777,652 496,053 751,418 733,912 771,377 623,946 407,344 679,336 911,940 564,966 789,443 430,428 7,937,816

Blue Ridge Consolidated 498,688 645,735 515,818 742,077 216,074 1,217,054 609,808 548,789 540,713 577,036 542,837 751,145 7,405,774

Mountain States Home Health (867) 9,952 903 19,120 35,511 27,010 (6,756) 18,323 28,169 67,359 (636) (18,084) 180,004

Other Operations Total 497,820 655,687 516,721 761,197 251,584 1,244,064 603,052 567,112 568,882 644,395 542,201 733,061 7,585,778

TOTAL 10,922,883 9,726,994 9,407,644 9,428,448 9,316,788 9,737,088 7,261,932 8,930,346 11,001,194 10,567,361 7,423,735 7,380,056 111,104,468
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Mountain States Health Alliance

Revenue Deductions by Facility (continued)

10/2015 11/2015 12/2015 01/2016 02/2016 03/2016 04/2016 05/2016 06/2016 07/2016 08/2016 09/2016 Avg / Ttl

Charity

Johnson City Medical Center 3,216,746 1,194,073 3,445,461 3,259,881 3,897,611 4,666,424 3,117,885 3,125,347 1,965,550 2,484,535 4,842,992 1,832,095 37,048,599

Franklin Woods Community Hospital 244,326 286,413 291,742 390,201 300,090 430,017 218,561 472,571 188,553 77,577 340,766 160,222 3,401,038

Woodridge Psychiatric Hospital 1,229,579 559,528 1,105,275 952,377 1,125,673 1,110,985 1,311,613 1,331,510 1,310,053 1,449,002 1,450,529 1,442,004 14,378,128

Washington County Market Total 4,690,651 2,040,013 4,842,478 4,602,459 5,323,374 6,207,426 4,648,058 4,929,429 3,464,156 4,011,113 6,634,287 3,434,321 54,827,765

Johnston Memorial Consolidated 775,271 576,563 941,168 471,824 648,177 684,133 791,488 543,015 1,177,639 852,189 1,846,068 1,145,314 10,452,850

Smyth County Consolidated 297,402 169,152 149,964 155,177 40,604 228,530 153,020 220,542 134,643 130,193 462,533 141,808 2,283,567

Russell County Medical Center 134,762 31,945 95,766 31,657 94,036 52,898 86,776 47,067 51,945 113,234 90,221 60,566 890,873

Northeast Market Total 1,207,434 777,659 1,186,898 658,658 782,817 965,561 1,031,283 810,624 1,364,228 1,095,616 2,398,822 1,347,688 13,627,289

Indian Path Medical Center 145,875 184,769 325,852 291,233 534,483 313,816 234,532 230,607 237,438 279,280 384,695 424,955 3,587,535

Norton Community Consolidated 146,463 209,408 157,268 258,183 909,216 588,381 198,176 480,697 274,641 217,800 471,815 543,287 4,455,336

Northwest Market Total 292,338 394,177 483,121 549,416 1,443,699 902,197 432,709 711,304 512,079 497,080 856,510 968,242 8,042,870

Sycamore Shoals Hospital 102,124 175,448 114,353 356,176 118,274 370,642 342,227 231,512 65,922 269,050 160,665 147,634 2,454,027

Johnson County Community Hospital 10,054 6,767 19,959 19,474 8,711 17,025 9,276 12,890 23,463 15,698 8,549 12,401 164,267

Southeast Market Total 112,178 182,215 134,313 375,650 126,985 387,668 351,503 244,402 89,384 284,748 169,214 160,036 2,618,295

Blue Ridge Consolidated 183,513 133,031 112,904 110,177 112,976 162,466 132,998 123,359 94,388 114,962 197,330 166,079 1,644,182

Mountain States Home Health 2,206 0 (1) 11,302 6,195 12,913 8,609 1,466 17,103 (234) 1,030 11,721 72,311

Other Operations Total 185,719 133,031 112,903 121,479 119,171 175,378 141,607 124,825 111,490 114,728 198,361 177,800 1,716,493

TOTAL 6,488,321 3,527,096 6,759,713 6,307,662 7,796,047 8,638,230 6,605,160 6,820,582 5,541,337 6,003,285 10,257,193 6,088,087 80,832,712

Self Pay Discount

Johnson City Medical Center 7,791,076 7,671,791 5,408,991 5,499,002 4,201,634 3,722,009 6,092,516 5,380,384 7,375,964 5,367,620 5,432,541 6,383,590 70,327,117

Franklin Woods Community Hospital 1,482,156 829,223 843,060 1,296,486 1,192,230 1,039,306 939,439 1,421,524 929,716 1,372,239 1,684,786 1,220,381 14,250,547

Woodridge Psychiatric Hospital (20,689) (3,340) 28,897 29,948 36,589 28,199 (7,265) (10,041) 16,140 9,942 18,189 3,069 129,639

Washington County Market Total 9,252,544 8,497,674 6,280,948 6,825,436 5,430,453 4,789,514 7,024,690 6,791,867 8,321,820 6,749,801 7,135,516 7,607,040 84,707,303

Johnston Memorial Consolidated 2,447,605 2,218,611 3,071,310 1,738,292 2,424,371 2,428,298 1,741,142 2,915,408 2,795,035 3,033,036 2,267,020 1,936,145 29,016,273

Smyth County Consolidated 567,952 453,652 542,007 365,725 627,043 506,769 486,954 738,473 556,887 676,088 504,620 471,820 6,497,990

Russell County Medical Center 663,557 553,645 537,970 607,816 759,664 780,378 527,727 722,998 628,404 704,347 426,401 752,330 7,665,237

Northeast Market Total 3,679,114 3,225,907 4,151,287 2,711,833 3,811,078 3,715,445 2,755,824 4,376,879 3,980,327 4,413,471 3,198,041 3,160,295 43,179,500

Indian Path Medical Center 1,385,126 1,520,566 1,230,455 678,975 1,113,198 1,300,979 1,303,525 1,005,278 1,132,149 1,681,180 1,375,592 1,544,515 15,271,538

Norton Community Consolidated 1,311,311 1,418,113 1,466,715 829,562 1,346,918 1,032,196 1,300,126 1,119,595 1,174,465 1,286,500 1,304,139 1,439,256 15,028,897

Northwest Market Total 2,696,438 2,938,678 2,697,170 1,508,537 2,460,116 2,333,175 2,603,652 2,124,873 2,306,614 2,967,680 2,679,731 2,983,771 30,300,435

Sycamore Shoals Hospital 899,128 676,629 835,008 918,432 1,213,431 1,079,404 884,746 753,423 1,187,589 1,085,957 1,162,156 966,035 11,661,937

Unicoi County Consolidated 428,015 136,997 234,789 130,096 58,945 132,423 134,663 122,958 167,343 81,405 263,754 277,539 2,168,928

Johnson County Community Hospital 90,249 71,656 105,941 74,008 66,437 79,097 79,986 74,049 87,084 90,470 97,055 76,718 992,749

Southeast Market Total 1,417,391 885,281 1,175,739 1,122,536 1,338,814 1,290,923 1,099,395 950,430 1,442,016 1,257,832 1,522,965 1,320,293 14,823,614

TOTAL 17,045,486 15,547,541 14,305,145 12,168,341 13,040,460 12,129,057 13,483,561 14,244,049 16,050,776 15,388,785 14,536,252 15,071,398 173,010,851
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Mountain States Health Alliance
Investments / Assets Whose Use is Limited

For the Period Ended September 30, 2016

Market Income

Unrealized September 30 August 31 Month Current Year

Cost Gain / (Loss) 2016 2016 Activity Month to Date

INVESTMENTS

Intermediate Fixed Income 104,788,848$  2,453,963$      107,242,811$  107,171,294$  71,517$           178,666$         535,954$         

Short Term Fixed Income 32,133,882      221,513           32,355,394      32,319,263      36,131             39,999             125,790           

Hold to Maturity 33,058,995      -                       33,058,995      32,971,580      87,414             67,748             201,228           

MSHA Fixed Income 5,151,623        -                       5,151,623        5,152,649        (1,025)              20,471             63,568             

Real Estate - UBS 72,188,590      13,585,095      85,773,686      84,572,132      1,201,554        -                       32                    

US Equities 71,937,074      25,156,810      97,093,884      96,920,263      173,621           65,095             71,761             

International Equities 92,656,328      (2,305,796)       90,350,532      88,881,053      1,469,480        -                       48,523             

Opportunistic Fixed 18,734,473      (860,598)          17,873,875      17,760,278      113,598           23,608             80,659             

Opportunistic Alpha 85,856,973      (2,150,947)       83,706,026      83,533,040      172,986           44,057             190,661           

Money Market Funds 229,796           -                       229,796           138,327           91,469             18                    67                    

Enhanced Cash 19,428,000      3,330               19,431,330      19,449,843      (18,513)            26,528             60,910             

536,164,582$  36,103,370$    572,267,952$  568,869,721$  3,398,231$      466,190$         1,379,153$      

US Govt / Other Securities (Mtn States Properties) 44,263,070      3,984,094        48,247,164      48,008,431      238,732           114,297           352,379           

US Govt / Other Securities (ISHN) 6,919,794        (125,689)          6,794,105        6,780,407        13,699             1,977               5,770               

US Govt / Other Securities (Foundation) 1,653,023        -                       1,653,023        1,641,187        11,836             990                  2,459               

TOTAL INVESTMENTS 589,000,469$  39,961,776$    628,962,244$  625,299,747$  3,662,498$      583,454$         1,739,762$      

Operating Cash / CDs 92,917,023$    -$                     92,917,023$    54,974,121$    37,942,901$    550$                1,519$             

TOTAL UNRESTRICTED CASH AND INVESTMENTS 681,917,492$  39,961,776$    721,879,267$  680,273,868$  41,605,399$    584,005$         1,741,281$      
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Mountain States Health Alliance
Investments / Assets Whose Use is Limited

For the Period Ended September 30, 2016

Market Income

Unrealized September 30 August 31 Month Current Year

Cost Gain / (Loss) 2016 2016 Activity Month to Date

ASSETS WHOSE USE IS LIMITED

BOND FUNDS

Debt Service Reserve Fund 7,061,059$      -$                     7,061,059$      7,059,696$      1,363$             821$                5,906$             

Principal & Interest Fund 1,459,557        -                       1,459,557        41,031             1,418,526        18                    1,052               

Sinking Fund 11,423             -                       11,423             11,421             2                      2                      672                  

Workers Comp - Hold to Maturity 7,592,147        -                       7,592,147        7,608,236        (16,089)            7,801               23,719             

Other 22,284             -                       22,284             22,281             2                      0                      1,548               

16,146,470$    -$                     16,146,470$    14,742,665$    1,403,805$      8,643$             32,898$           

US Govt / Other Securities 2,052,350        -                       2,052,350        2,050,623        1,727               10,066             29,822             

TOTAL ASSETS WHOSE USE IS LIMITED 18,198,820$    -$                     18,198,820$    16,793,288$    1,405,532$      18,709$           62,720$           

TOTAL UNRESTRICTED CASH AND INVESTMENTS AND ASSETS 

WHOSE USE IS LIMITED 700,116,312$  39,961,776$    740,078,088$  697,067,156$  43,010,931$    602,714$         1,804,001$      

Other Income 41,228$           137,076$         

Interest Rate Swaps 347,400           1,325,257        

TOTAL INVESTMENT INCOME 991,342$         3,266,334$      

Less:  Investment Fees 79,670$           277,268$         

NET INVESTMENT INCOME 911,672$         2,989,066$      
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Mountain States Health Alliance
Derivatives

For the Period Ended September 30, 2016

Mark to Market

September 30 August 31 Month

2016 2016 Activity

FAIR VALUE OF INTEREST RATE SWAPS

CMS Basis Swap ($173 million notional) (1,365,860)       (2,179,498)       813,638           

CMS Basis Swap ($170 million notional) (1,600,727)       (2,129,194)       528,467           

CMS Basis Swap ($95 million notional) (905,710)          (1,200,679)       294,969           

Total Return Swap ($17 million notional - 2001) (159,925)          (119,732)          (40,193)            

Total Return Swap ($119 million notional - 2016) (1,071,183)       (813,056)          (258,127)          

Basis Swap ($82 million notional) 6,697,475        6,031,745        665,730           

Basis Swap ($50 million notional) 1,532,476        1,009,916        522,560           

TOTAL FAIR VALUE OF INTEREST RATE SWAPS 3,126,546$      599,501$         2,527,044$      

Income

Current Year

Month to Date

INTEREST RATE SWAP INCOME

CMS Basis Swap ($173 million notional) 26,836             148,806           

CMS Basis Swap ($170 million notional) 26,614             147,066           

CMS Basis Swap ($95 million notional) 14,683             81,599             

Total Return Swap ($17 million notional - 2001) 40,193             132,017           

Total Return Swap ($119 million notional - 2016) 233,229           795,801           

Basis Swap ($82 million notional) 3,723               11,417             

Basis Swap ($50 million notional) 2,122               8,551               

TOTAL INTEREST RATE SWAP INCOME 347,400$         1,325,257$      
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Mountain States Health Alliance
Gain / Loss From Affiliates

For the Period Ended September 30, 2016

MONTH OF SEPTEMBER THREE MONTHS YEAR TO DATE

Actual Budget Bud Var Actual Budget Bud Var

Company or Entity: % Own

4,127 43,216 -90.4% Quillen Rehabilitation Hospital of Johnson City, LLC 49.9% 373 129,649 -99.7%

39,808 38,760 2.7% Blue Ridge/USP Surgery Centers, LLC 49.9% 150,887 116,281 29.8%

(8,333) (8,333) 0.0% Signature Health 44.5% (25,000) (25,000) 0.0%

17,631 32,023 -44.9% Johnson City Eye Surgery Center 20.0% 25,160 96,069 -73.8%

0 66,667 -100.0% Johnston Memorial Cath Lab 25.0% 0 0 100.0%

53,233 172,333 -69.1% Total Gain (Loss) from Affiliates 151,420 316,999 -52.2%
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Mountain States Health Alliance
Percent Operating EBITDA to Operating Revenue

For the Period Ended September 30, 2016

MONTH OF SEPTEMBER YEAR TO DATE

Actual Budget Prior Yr Actual Budget Prior Yr

Johnson City Medical Center 21.45% 20.19% 17.37% 17.60% 17.96% 17.63%

Franklin Woods Community Hospital 32.94% 30.04% 22.01% 32.04% 28.86% 25.48%

Woodridge Psychiatric Hospital 11.58% 12.03% -4.57% 10.82% 9.75% 5.13%

Johnston Memorial Consolidated 22.71% 20.24% 23.20% 20.83% 20.03% 17.73%

Smyth County Consolidated 6.91% 6.97% 0.93% 6.65% 6.95% -1.37%

Russell County Consolidated -8.64% 2.87% -21.50% -9.52% 2.36% -12.27%

Indian Path Medical Center 0.13% 12.65% -2.53% 0.40% 10.65% 5.74%

Norton Community Consolidated 0.53% 11.47% 12.33% 5.59% 9.18% 11.46%

Sycamore Shoals Hospital 5.59% 12.14% 14.49% 10.20% 10.67% 10.00%

Unicoi County Consolidated -51.68% -44.81% -38.02% -50.12% -43.16% -55.24%

Johnson County Community Hospital -26.82% -10.76% -17.61% -28.37% -11.83% -14.18%

MSHA Total (hospital facilities only) 16.02% 16.94% 13.54% 14.32% 15.38% 13.57%
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