Copley Hospltal
528 WashIngton Highway, Morrisville, VT 05661

COPLEY crovaors

August 29, 2023

Donna Jerry

Senior Health Policy Analyst
Green Mountain Care Board
144 State Street

Montpelier, VT 05602

RE: Docket No. GMCB-007-22¢con, Construction of a New Medical Office Building in Waterbury.
Original Project Cost: $5,903,747. Revised Project Cost: $7,625,047.

Dear Donna,
In response to your inquiry of August 17, 2023, we respectfully submit the following responses:

1. Provide the amount of the guaranteed maximum price (GMP) you have negotiated
with the contractor for the project.

The contract sum is guaranteed by the construction manager not to exceed $5,173,227.30.

2. Provide the amount of the fundraising goal and explain your contingency plan for
meeting the financial needs of the project if the fundraising goal is not met.

Copley is committed to fundraising $900,000 to contribute to the funding of this project,
having raised more than $76 thousand already. If the $900,000 goal is not met, we would use
operating cash to fund the difference.

3. Specify current Days Cash on Hand and change in Days Cash on Hand due to
the project.

Our Days Cash on Hand (DCOH) as of June 30, 2023 is 46 days. Unfortunately, Copley has not
been allowed to raise rates like other Vermont hospitals. This restriction has resulted in the
lowest average rate increase in the last 15 years and the last 10 years. This inability to raise
rates, coupled with all the other issues plaguing healthcare over the years, has resulted in
substandard operating margins, and has continued to depleted days cash on hand.

In the upcoming years Copley will be striving to obtain a positive operating margin, by
focusing on labor and retention efforts, reducing costs and enhancing revenue.
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Copley is also working on improving our accounts receivable to increase DCOHL In the last
two years our gross accounts receivable has increased by approximately 27.5% or $6.1 million
dollars. Since we recognize this is unfavorable to the organization and its cash flow, we are
looking into ways to improve the billing and collections process despite the challenges in our
Patient Financial Services department.

Copley has also secured a USDA direct loan to fund the replacement of our Waterbury
orthopedic medical office building and to refinance existing debt under better terms. Copley
pursued USDA funding as it affords our rural healthcare facility the ability to fund our needs
without being subject to the rigorous obligations required by a traditional commercial lender.
The interest rate, terms and conditions required of a traditional commercial loan do not allow
us to prudently operate and address the immediate needs of our hospital, especially the
extended capital deferment. The USDA direct loan will free up collateral and increase liquidity
allowing us to address more of the immediate needs of the hospital contributing to our overall
financial health and long-term viability.

With these changes we expect in the upcoming year so see our DCOH increase by
approximately 10 days.

4. Explain the impact of the increased project cost on change in charges and possible
rate increases you may request.

The increased project costs will not have any impact on our change in charge, nor any
impact on requests for future rate increases.

S. Explain in detail what was removed or changed, and the associated cost of each
item, during the value engineering process and explain how the scope of the project
remained unchanged.

Copley’s value engineering savings are related to the items listed in the construction costs:
1. New construction $20,000 (elimination of premium finishes)
2. Site work $91,545 (reduction of site/parking grading)
3. Construction Contingency $2,230
4. Construction Manager fee $2,861

5. Total savings $116,636

The above value engineering savings did not have any effect on the project scope.

6. Given your responses to the questions above, revise and resubmit each of the
standard financial tables (Tables 1 and 2 and Tables 3-8 A, B, and C) so they



August 18, 2023

Page 3

reflect information and changes based on your responses to the first set of
questions and to the questions above and indicate which tables you made
changes to and tables that were not affected by the increase in the total
project cost. Table 1 must contain the following columns for each line item:
Line Item, Original Approved CON Budget, Revised CON Budget, Variance
expressed in dollars, Variance expressed a percent of increase over original
approved budget.

We respectfully submit the following standard financial tables as attachment A:
e Table 1 —Project Costs, including the following columns:

O
o
o
O
O

Line Item

Original Approved CON Budget

Revised CON Budget

Variance expressed in dollars

Variance expressed a percent of increase over original approved budget

e Table 2 — Debt Financing Arrangement, Sources and Uses of Funds, reflecting the
revised total project costs.

Tables 3A, 3B and 3C — Income Statement, reflecting the revised total project costs.
Tables 4A, 4B and 4C — Balance Sheet, reflecting the revised total project costs.
Tables 5A, 5B and 5C — Cash Flow, reflecting the revised total project costs.

Tables 6A, 6B and 6C — Payer Revenue Report, no changes.

Tables 7A, 7B and 7C — Utilization Projections, no changes.

Tables 8A, 8B and 8C — Staffing Report, no changes.
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Please respond with any questions or concerns to me (jhebert@chsi.org). Thank you in advance for your
prompt attention in this matter.

Sincerely,

Attachments
A - GMCB Tables 1-8
B - Verification Under Oath



In re:

Copley Hospital, Inc.
Replacement Medical Office Building

ATTACHMENT B
VERIFICATION UNDER OATH

STATE OF VERMONT
GREEN MOUNTAIN CARE BOARD

Docket No. GMCB-007-22con

N’ N’ N’ N’

Verification Under Oath to file with Certificate of Need Application, correspondence and

additional information subsequent to filing an Application

Joseph Woodin, being duly sworn, states on oath as follows:

1.

My name is Joseph Woodin. I am the President and Chief Executive Officer of Copley
Hospital, Inc. I have reviewed the response to the questions and the resubmission of
Tables 1 — 8 as support for the July 14, 2023 revisions to the application for a certificate
of need for a replacement medical office building.

Based on my personal knowledge and after diligent inquiry, I attest that the information
contained in the response to the questions and the resubmission of Tables 1 — 8 as support
for the July 14, 2023 revisions to the application for a certificate of need for a
replacement medical office building is true, accurate and complete, does not contain any
untrue statement of a material fact, and does not omit to state a material fact.

My personal knowledge of ‘the truth, accuracy and completeness of the information
contained in the response to the questions and the resubmission of Tables 1 — 8 as support
for the July 14,2023 revisions to the application for a certificate of need for a
replacement medical office building is based upon either my actual knowledge of the
subject information or upon information reasonably believed by me to be true and
reliable and provided to me by the individuals identified below in paragraph 4. Each of
these individuals has also certified that the information they have provided is true,
accurate and complete, does not contain any untrue statement of a material fact and does
not omit to state a material fact.

The following individuals have provided information or documents to me in connection
with the response to the questions and the resubmission of Tables 1 — 8 as support for the
July 14, 2023 revisions to the application for a certificate of need for a replacement
medical office building and each individual has certified, based either upon his or her
actual knowledge of the subject information or, where specifically identified in such
certification, based on information reasonably believed by the individual‘to.be- reliable,
that the information or documents provided are true, accurate and complete; do riot

contain any untrue statement of a material fact, and do not omit to state amaterial fact
E

',.-\.



Jeff Hebert, Chief Financial Officer

5. Inthe event that the information contained in the response to the questions and the
resubmission of Tables 1 — 8 as support for the July 14, 2023 revisions to the application
for a certificate of need for a replacement medical office building becomes untrue,
inaccurate or incomplete in any material respect, acknowledge my obligation to notify
the Green Mountain Care Board and to supplement the revised application for a
certificate of need for a replacement medical office building as soon as I know, or

reasonably should know, that the information or document has become untrue, inaccurate
or incomplete in any material respect.

% f( President & CEO
29,2

023 Joseph Woodin appeared before me and swore to the truth, accuracy and
completeness of the foregoing.
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On August 29, 2023 Jeff Hebert appeared before me and swore to the truth, accuracy and
completeness of the foregoing.
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Copley Hospital

Waterbury Medical Office Building

PROJECT COSTS
Table 1
Variance
expressed a
percent of
increase over
Original Variance original
Approved | Revised CON | expressed in approved
Line Item CON Budget Budget dollars budget
Construction Costs
1. New Construction $ 2,304,498 |$ 4,005281|% 1,700,783 74%
2. Renovation - $ - - 0%
3. Site Work 906,951 | $ 1,014,106 107,155 12%
4. Fixed Equipment - $ - - 0%
5. Design/Bidding Contingency 10,200 | $ 10,200 - 0%
6. Construction Contingency 353,848 | $ 198,947 (154,901) -44%
7. Construction Manager Fee 104616 | $ 240,263 45,647 23%
8. Other (please specify) - $ - - 0%
Subtotal $ 3,770,113 |$ 5468797 | $ 1,698,684 45%
Related Project Costs
1. Major Moveable Equipment $ 6760403 484970|$% (191,070) -28%
2. Furnishings, Fixtures & Other Equip. 176,934 | $ 219,628 42,694 24%
3. Architectural/Engineering Fees 554,680 | $ 383,500 (171,180) -31%
4, Land Acquisition 540,000 | $ 563,000 23,000 4%
5. Purchase of Buildings - $ - - 0%
6. Administrative Expenses & Permits 87,800| % 285,785 197,985 225%
7. Debt Financing Expenses (see below) 98,180 | $ 219,367 121,187 123%
8. Debt Service Reserve Fund - $ - - 0%
9. Working Capital - $ - - 0%
10. Other (please specify) - |3 . - 0%
11. Other (please specify) - $ - - 0%
12. Other (please specify) - $ - - 0%
Subtotal $ 2,133634 1% 2,156,250 | $ 22,616 1%
Total Project Costs $ 5,903,747 |$ 7,625,047 |$ 1,721,300 29%
Debt Financing Expenses
1. Capital Interest $ 98,180 | $ 194,367 | $ 96,187 98%
2. Bond Discount or Placement Fee - $ - - 0%
3. Miscellaneous (i.e. issuance costs) - $ 25,000 25,000 0%
4. Other - - - 0%
Subtotal $ 98,180 | % 219,367 | $ 121,187 123%
Less Interest Earnings on Funds
1. Debt Service Reserve Funds $ - $ - $ - 0%
2. Capitalized Interest Account - - - 0%
3. Construction Fund - - - 0%
4. Other - - - 0%
Subtotal $ - $ - $ - $ -
Total Debt Financing Expenses $ 98,180 |$ 219,367 |$ 121,187 123%
=

08/18/2023

GMCB

1 - Project Costs




Copley Hospital

Waterbury Medical Office Building

DEBT FINANCING ARRANGEMENT, SOURCES & USES OF FUNDS

Table 2
Sources of Funds
1. Financing Instrument USDA Loan
a. Interest Rate 3.75%
b. Loan Period 10/1/2024 To: 10/1/2059

¢. Amount Financed
2. Equity Contribution
3. Other Sources

a. Working Capital

b. Fundraising
c. Grants
d

. Other (WASI Sale)
Total Required Funds

$ 5,569,500

765,547

1,000,000
290,000

$ 7,625,047

Uses of Funds - Project Costs (see Table 1)
1. New Construction
Renovation
Site Work
Fixed Equipment
Design/Bidding Contingency
Construction Contingency
Construction Manager Fee
Major Moveable Equipment
9. Furnishings, Fixtures & Other Equip.
10. Architectural/Engineering Fees
11. Land Acquisition
12. Purchase of Buildings
13. Administrative Expenses & Permits
14. Debt Financing Expenses
15. Debt Service Reserve Fund
16. Working Capital
17. Other (please specify)

® NGk wN

Total Uses of Funds

$ 4,005,281

1,014,106
10,200
198,947
240,263
484,970
219,628
383,500
563,000
285,785
219,367

$ 7,625,047

Total sources should equal total uses of funds.

08/18/2023 GMCB

2 - Financing
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