Appendix 5 — Financial Tables Support and Assumptions

Table #1 Assumptions

PC Construction developed the project cost estimates leveraging the schematic design provided by
Lavallee Brensinger and input from SVMC’s Engineering and Facilities leadership.

Table #2 — Sources of Funds Assumptions

SVMC is planning on funding the project as follows:

e Equity contribution $ 6,900,000
e Fundraising 14,562,000
e Debt financing of approximately, net 4,340,000

Total  $25,802,000

e Equity Contribution

SVHC'’s Foundation has over $6.9 million of Board Designated Funds earmarked for the project.
These funds originated in the late 2000s when SVMC was going to embark on a major construction
project. The project was suspended due to financial and management concerns at the SVMC at
that time. These funds will be released as the equity contribution to the project.

e Fundraising

SVHC's Foundation, through its Vision 2020 fundraising activities, is anticipating over $14.5 million
to be raised to fund the project. As of January 31, 2019, the Foundation has received approximately
$2.7 million of cash, with the remaining nearly $12 million as follows:

o Secured unconditional pledges of $2.6 million.
o Secured conditional pledge of $5 million, and.
o $4.5 million of future pledges to be received.

e Debt Financing

SVMC is currently working with several financial institutions on the debt financing portion of the
fransaction. Terms and amounts are subject to many factors including the level of the fundraising.

Included in the funding plan of the project is a $10 million loan executed about halfway through the
project with $5 million repaid when the project is complete and the conditional pledge is received
as noted above.
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Table #3A Assumptions without project

Net Patient Service Revenues

SVMC in developing its financial forecast for the income statement, the following was considered:

e Baseline assumption was to be close to the Green Mountain Care Board (hereafter “GMCB")
historical guidelines of 3.5% Net Patient Service Revenues annual increase.

e Population trends for the SVMC service area were examined along with historical use rates. Below
are just a few items that were considered:

o Aging population — greater Medicare patients.
o Regions economic challenges — greater Medicaid patients.
o Commercial payers decreasing.
o Charge increases of:
FY 2021 4.7%
FY 2022 5.0%
FY 2023 5.3%
FY 2024 6.0%

e All services were evaluated and challenged as part of SYHC’s and SVMC's strategic planning
process.

e Additional revenues were included in the plan, mostly additional revenues come from initiatives in
bordering states.

e Constant level of Fixed Prospective Revenues were included in the forecast. This is subject to
change. however, it would only be a transfer from Fee for Service to Fixed Prospective Payment
revenues.

Other Operating Revenues

The assumption is that SVMC will continue to qualify and participate in the 340B contract pharmacy
program.
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Operating Expenses

SVMC's management included an expense improvement plan to achieve desired results. The overall plan
calls for over $5 million in expense reductions. Below are the high level assumptions utilized in the
development of the operating expenses and the performance improvement plan.

Salaries Non MD
Below list the significant salaries and wage high-level assumptions:

e Rate of pay increase of 3.5%, annually.

¢ No new substantial services.

e Reduction of FTE's of 3.5% during the projection period. This will be accomplished through
retirements and attrition and changing processes in the organization.

Fringe Benefits Non MD

The employee benefit costs as a percentage of salaries and wages increases from under 30% to over 33%
by 2024. Below list the high-level significant assumptions affecting employee benefits:

« Net health benefit costs to increase approximately 4%, annually. This will be achieve by modifying
plan design and adjusting employee participation.

e Transferring the frozen SVHC Defined Benefit Pension Plan liability which will eliminate over
$500,000 of cash costs and over $1 million of non-cash credits annually.

e All other statutory and elective benefits will increase less than 1% per year, except when they are
based upon salary costs. Then they will increase according to the increase in salary costs (i.e.
FICA).

Physician Fees Salaries Contracts & Fringe
Below list the significant physician fees salaries contracts & fringe high-level assumptions are below:
e No new services were added to the projection, resulting in no new providers, which is subject to
change.
» Providers come and go. replacements are budgeted at 100% replacement factor.
» Provider compensation and fringe benefits are increased at a rate of 5%, annually.

Health Care Provider Tax

The Provider Tax will increase as NPSR increases.
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Depreciation / Amortization

Below lists the significant Depreciation / Amortization expense assumptions are below:

e Depreciation schedule for existing equipment as of September 30, 2019 audited financial
statements.

e Annual routine capital budget of $7 million.

e The American Hospital Association “Estimated Useful Lives of Depreciable Hospital Assets” guide
to determine useful lives of purchased assets.

Interest Expense

Below lists the significant Interest Expense assumptions are below:

e Interest expense of existing debt.
o Full utilization of $4 million line of credit, effective FY 2021.

Other Operating Expenses

Below lists the significant Other Operating Expense assumptions are below:

e Pharmacy (Drugs)

o]
(o]
o]

o}

Inflationary increase of 8% is included annually.

Continued participation in group purchasing arrangements with NEAH.

Continue and increasing where possible the purchasing of Drugs under the 340B program.
In FY 2020, estimated savings is approximately $4.3 million increasing to $5.5 million in
2024,

Over 80% of the Pharmacy costs are generated in SVMC’s Cancer Center.

e  Supply costs

(@)

@]
o
o

Inflationary increase of 4% is included annually.

Operating expense improvement plan of approximately 2%.

Continue to participate in group purchasing arrangements with NEAH.

Investigation into other opportunities continue monthly through “Value Analysis™ Process.

e Purchase Services

o

o
(o]
o]

Inflationary increase of 2.5% is included annually.

Significant reduction in the use of Agency staff.

Performance improvement initiatives continue.

Included in the base line is over $500,000 of savings in energy consumption due to the
new boiler plant.
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Table #3B Assumptions “Project Only”

Net Patient Service Revenues

Management included slightly over 500 increased visits in the first year the newly renovated Emergency
Room is opened. This represents over 40 patients a month.

No additional charge increase is anticipated due to the project.

Other Operating Revenues

No change in this category of revenues as a result of the project.

Operating Expenses

Salaries Non MD
As a result of the project salaries Non MD are anticipated to increase as follows:
2021 - $ 120,000
2022 -- $ 220,000
2023 -- $ 180,000
2024 - $ 695,000

In 2024 there are approximately 9 FTE increase to support the project.

Fringe Benefits Non MD

As a result of the project employee benefits are anticipated to increase as a result of increase in salaries
Non MD are:

2021 --$ 39,633
2022 -$ 72,441
2023 -$ 60,530
2024 -- $ 233,913
Physician Fees Salaries Confracts & Fringe
No change in Physician Fees Salaries Contract & Fees due to the project.

Health Care Provider Tax

No change in Health Care Provider Tax due to the project in the period disclosed.
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Depreciation / Amortization

As a result of the project Depreciation / Amortization expenses are estimated to increase as follows:

2021 - § 0
2022 -- % 0
2023 -$ 833,333
2024 - $ 1,666,667

The increase is as a result of the approximately $25.8 million ED project to be completed in 2023 which will
be a partial year and in 2024 will be the first full year of operations.

Interest Expense

In FY 2022 an estimated $10 million loan will be executed to provide working capital for the project.
Interest costs during the project will be capitalized. Once the project is completed interest expense will be
an operating cost. The schedule below shows the interest expense impact in the income statement
related to the project.

2021 --$ 0
2022 - % 0
2023 --$ 275,000
2024 --$ 247,500

Other Operating Expenses

As a result of the project Other Operating Expenses will increase based upon the schedule below. These
are management’s high level estimates and are subject to change as we move through the project.

2021 -$% 100,000
2022 --$ 100,000
2023 --$ 100,000
2024 --$ 216,000

These cost increases in 2021 and 2022 management would classify as possible operating costs due to
the project that are not do not meet the definition of costs that can be capitalized and 2023 and 2024 they
are the costs to operate the new and renovated space, net of savings.
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Table #3C Assumptions “With Project”

Table 3C is the total is the sum of Table 3A, income statement without the project, and Table 3B, income
statement project only.

Management believes that table 3C is the income statement after the project is completed. These

projections are subject to change. Management at this time, March 2020, that Table 3C represents a
reasonable projection using the above assumptions.

Table # 4A Balance Sheet Assumptions “Without Project”
Current Assets
e Cash and Investments are a result of operating activities and other balance sheet changes.

¢ Accounts Receivable — the projection maintains the historical level of days outstanding in the mid-
thirty’s (approximately 35 days).

e Other current assets will increase approximately 2.5% per year.

Board Designated Assets

e Funded Depreciation will increase at approximately 5.5%, as provided by SVHC’s investment
advisor based upon the adopted investment policy.

Plant Property and Equipment

e Annual capital budget of $7 million.

e The American Hospital Association “Estimated Useful Lives of Depreciable Hospital Assets” guide
to determine useful lives of purchased assets.

Accounts Payable

o Maintain current level of outstanding balance and payment cycles.

Salaries, Wages and Payroll Taxes Payable

» Maintain current level of outstanding balance and payment cycles.

¢ Based upon salaries and wage expense base.

Estimated Third Party Settlements

* Projected a small settlement in FY 2021 and a constant value for the years after.
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Other Current Liabilities

o Examined schedule of liabilities and reduced by nearly $3 million in FY 2022 and maintained level
for the remaining years in the projection.

e The reduction is a result of lowering the timing of amounts owed with a major vendor.

Current portion and Long-term portion of Long Term Debt

e Current amortization of current debt.

Other Noncurrent Liabilities

e The Defined Benefit Pension Liability will be satisfied.

¢ Remaining balances to increase between 2.5 and 2.7%, annually.

Table # 4B Balance Sheet Assumptions “Project Only”

Current Assets
e Cash and Investments will decrease by:
2021 --$ 259,633
2022 --$ 652,074
2023 - $ 1,767,603
2024 -- $ 3,463,116

These declines are mainly due to lower cumulative operating results with the project as well as
other cash flow needs.

¢ Accounts Receivable — the projection maintains the historical level of days outstanding in the mid-
thirty’s (approximately 35 days) — NO CHANGE DUE TO PROJECT.

e Other current assets will increase approximately 2.5% per year —- NO CHANGE DUE TO
PROJECT.

Board Designated Assets — NO CHANGE DUE TO PROJECT.

e Funded Depreciation will increase at approximately 5.5%, as provided by SVHC'’s investment
advisor based upon the adopted investment policy - NO CHANGE DUE TO PROJECT.
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Plant Property and Equipment

e Annual capital budget of $7 million — NO CHANGE DUE TO PROJECT
o Increase in construction in progress:

2021 --$ 4,697,704
2022 - $ 14,831,543

In 2023, the project will be completed as a result the $25,802,000 project will be distributed
among asset classifications.

¢ The American Hospital Association “Estimated Useful Lives of Depreciable Hospital Assets” guide
to determine useful lives of purchased assets.

Accounts Payable — NO CHANGE DUE TO PROJECT.

e Maintain current level of outstanding balance and payment cycles— NO CHANGE DUE TO
PROJECT.

Salaries, Wages and Payroll Taxes Payable —= NO CHANGE DUE TO PROJECT.

« Maintain current level of outstanding balance and payment cycles— NO CHANGE DUE TO
PROJECT.

» Based upon salaries and wage expense base — NO CHANGE DUE TO PROJECT.

Estimated Third Party Settlements — NO CHANGE DUE TO PROJECT.

e Projected a small settlement in FY 2021 and a constant value for the years after —- NO CHANGE
DUE TO PROJECT.

Other Current Liabilities — NO CHANGE DUE TO PROJECT.

» Examined schedule of liabilities and reduced by nearly $3 million in FY 2022 and maintained level
for the remaining years in the projection — NO CHANGE DUE TO PROJECT

¢ The reduction is a result of lowering the timing of amounts owed with a major vendor — NO
CHANGE DUE TO PROJECT.

Current portion and Long-term portion of Long Term Debt

e Current amortization of current debt —- NO CHANGE DUE TO PROJECT.
e [n 2022 execution of $10 million debt instrument approximately at the mid-point of the Project.

e In 2023 when conditional pledge is received $5 million of principal payment will be made.
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Other Noncurrent Liabilities — NO CHANGE DUE TO PROJECT.

o The Defined Benefit Pension Liability will be satisfied — NO CHANGE DUE TO PROJECT. .

e Remaining balances to increase between 2.5 and 2.7%, annually — NO CHANGE DUE TO
PROJECT.

Table # 4C Balance Sheet Assumptions “With Project”

Table 4C is the total is the sum of Table 4A, balance sheet without the project, and Table 4B, balance
sheet changes related to the project only.

Management believes that Table 4C balance sheet after the project is completed. These projections are
subject to change. Management at this time, March 2020, that it represents a reasonable projection using
the above assumptions.



NOTE: When completing this table make entries in the shaded fields only.

Southwestern VT Medical Center

Project
TABLE 1
PROJECT COSTS
Construction Costs
1. New Construction $ 8,566,325
2. Renovation 5,790,806
3. Site Work 1,019,227
4. Fixed Equipment
5. Design/Bidding Contingency 1,607,552
6. Construction Contingency 1,713,127
7. Construction Manager Fee 417,836
8. Other (please specify) 0
Subtotal $ 19,014,873
Related Project Costs
1. Major Moveable Equipment
2. Furnishings, Fixtures & Other Equip. $4,850,028
3. Architectural/Engineering Fees 1,169,940
4. Land Acquisition
5. Purchase of Buildings
6. Administrative Expenses & Permits 167,134
7. Debt Financing Expenses (see below) 600,000 | *
8. Debt Service Reserve Fund ‘ -
9. Working Capital -
10. Other (please specify) -
Subtotal $ 6,787,102
Total Project Costs $ 25,801,975
Debt Financing Expenses
1. Capital Interest $ 550,000
2. Bond Discount or Placement Fee -
3. Misc. Financing Fees & Exp. (issuance costs) 50,000
4. Other -
Subtotal $ 600,000
Less Interest Earnings on Funds
1. Debt Service Reserve Funds TBD
2. Capitalized Interest Account -
3. Construction Fund
4. Other -
Subtotal $ -
Total Debt Financing Expenses $ 600,000 | —
feeds to line 7 above

3/10/2020
Health Care Administration CON_Table_1-3_-_Income_Statement_updated_2020_2_25, Table 1



NOTE: When completing this table make entries in the shaded fields only.

Southwestern VT Medical Center
Project
TABLE 2
DEBT FINANCING ARRANGEMENT, SOURCES & USES OF FUNDS

Sources of Funds

1. Financing Instrument TBD

a. Interest Rate 5.5%

b. Loan Period TBD To: TBD

¢. Amount Financed $ 10,000,000
2. Equity Contribution 6,901,975

3. Other Sources
a. Working Capital

b. Fundraising 14,562,000
¢. Grants -
d. Other (5,662,000)
Total Required Funds $ 25,801,975

Uses of Funds

Project Costs (feeds from Table 1)

1. New Construction $ 8,566,325
2. Renovation 5,790,806
3. Site Work 1,019,227
4. Fixed Equipment -
5. Design/Bidding Contingency 1,507,552
6. Construction Contingency 1,713,127
7. Construction Manager Fee 417,836
8. Major Moveable Equipment -
9. Furnishings, Fixtures & Other Equip. 4,850,028
10. Architectural/Engineering Fees 1,169,940
11. Land Acquisition -
12. Purchase of Buildings -
13. Administrative Expenses & Permits 167,134
14. Debt Financing Expenses 600,000
15. Debt Service Reserve Fund -
16. Working Capital -
17. Other (please specify) -

“

Total Uses of Funds 25,801,975

Total sources should equal total uses of funds.
3/10/2020
Health Care Administration CON_Tabie_1-3_-_Income_Statement_updated_2020_2 25, Table 2
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