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North Country
Health Systems, Inc.

Members = Department Directors,
Active Medical Staff,
Persons Elected at Annual Meeting

North Country Hospital and North Country
Health Center, Inc. Health Services, Inc.
(dba North Country (dba Derby Green Nursing

Hospital) Home)

Northeast Kingdom Healthcar
Collaborative , LLC

Two Members:

North Country Hospital and Health Center,
Inc.

Northeastern Vermont Regional Hospital, Irc.

D

N\
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Net RevenudNPR) Increasef 3.40% (Hospital
and Practice)

Feelncrease on Gross Revenues
U 4.25%0verall feancrease
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U Generating healthy margins for reinvestment
INto organization
U Recruit and retain workforce
U Market pressures on compensation
U Limited availability of qualifiedtaff

U Additional resources required for population
health

U Increasing complexities: mental health, opiate
use

U Regulatory pressures at Federal and State levels
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U Service Line Road Map
U PhysiciarDevelopment Plan
U New staffing models to reduce cost
U Med/Surgand ICU to PCU
U Revenue Cycle
U Participationin New England Alliance for Health
U  Group Purchasing Collaborative
U  340B Compliance and cost reduction

U NewElectronic Health RecordthenaHealth)
U  Operational cost vs capital cost

U  Anticipated efficiencies
A Process improvement efficiencies
A Billing and collecting efficiencies

U Reduced FTEs through attrition
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ApendixlV Financial Health Indicators
Flex Program 2018 Almanac of Hospital Financial Operating
Medians Indicators (Optum) 2016
North Country Northeast
Metric Hospital US CAHs CAH [2599 bedq 100-199 beds Teaching
Profitability
Total Margin % 2.8% 2.7% 0.0% 1.9% 6.0% 3.7%
Operating Margin ($)
EBIDA Margin % 7.3% 7.3% 7.7% 10.7% 10.7%
Operating Margin % 1.6% 0.9% -2.1% -0.5% 2.1% 2.1%
Return on Assets % 0.0% 2.0% 5.3% 3.7%
Liquidity
Cash/Investments ($)
Days Cash on Hand 209 78 92.7 116.3 80.4 98.4
Expenses per Day $
Net Days in A/R 37 51 46.3 48.6 42.8 42.3
Net Days in A/P 60.9 66 48.8 65.2 67.7
Capital Structure
Debt Service Coverage Ratio 4.42 3.35 1.39 3.1 6.7 6.0
Long Term Debt/Cap % 22.3% 27.2% 23.0% 26.6% 19.0% 32.8%
Cash to Long Term Debt %
Average Age of Plant (yrs.) 12.7 10.48 14.43 10.6 12.4 10.5
Capital Spending %
Equity Financing 59.8%
Cost
Salaries to NPR % 49% 45%
FTE per Adj Occupied Bed 6.6 5.6 3.14 3.02 3.16

Compensation Ratio
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Fiscal Year 2020 Budget Analysis

North Country Hospital

INCOME STATEMENT 2018B - 2019B - 20191 2018A - 20191 2019B - 20201 2019P - 2020
FY2018B FY2018A FY2019B FY2019P FY2020B 2018A % Ch % Chg % Chg % Chg % Chg
Revenues
Gross Patient Care Revenue 186,181,775 181,428,090 192,317,579 191,525,132 199,661,48]) -2.6% -0.4% 5.6% 3.8% 4.2%
Disproportionate Share Payments 403,818 522,666 879,211 906,720 906,72 29.4% 3.1% 73.5% 3.1% 0.0%
Bad Debt (1,105,660) (2,855,661) (2,071,021) (4,182,785) (4,491,912)  158.3% 102.0% 46.5% 116.9% 7.4%
Free Care (1,261,784) (1,568,926) (1,753,024) (1,739,654) (1,826,157 24.3% -0.8% 10.9% 4.2% 5.0%
Deductions from Revenue (105,143,570)  (105,429,495) (114,166,944) (110,783,203) (116,876,281)  0.3% -3.0% 5.1% 2.4% 5.5%
Graduate Medical Education 0 0 0 0 0 #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!
Net Patient Care Revenue 79,074,579 72,096,674 75,205,801 75,726,210 77,373,85 -8.8% 0.7% 5.0% 2.9% 2.2%
Fixed Prospective Payments 0 3,959,572 5,297,314 5,290,017 5,290,01 #DIV/0! -0.1% 33.6% -0.1% 0.0% 3 4% N PR
Capitation and Incentive Income 0 0 0 0 644,20 #DIV/O! #DIV/O! #DIV/O! #DIV/O! #DIV/O! -
Other Reform Payments 0 370,919 382,010 315,181 315,181 #DIV/0! -17.5% -15.0% -17.5% 0.0% G rOWth
Fixed Prospective Payments and Reserves 0 4,330,490 5,679,324 5,605,198 6,249,39 #DIV/O! -1.3% 29.4% 10.0% ﬂ
Net Patient Care Revenue & Fixed
Payments & Reserves 79,074,579 76,427,164 80,885,125 81,331,408 83,623,244 -3.3% 0.6% 6.4% 3.4% 2.8%
Other Operating Revenue 5,885,122 5,057,057 6,677,191 7,121,373 6,477,17 -14.1% 6.7% 40.8% -3.0% -9.0%
Total Operating Revenue 84,959,701 81,484,221 87,562,316 88,452,781 90,100,42 -4.1% 1.0% 8.6% 2.9% 1.9%
Expenses
Salaries Non MD 27,485,621 26,781,174 27,664,659 28,003,658 28,515,65 -2.6% 1.2% 4.6% 3.1% 1.8%
Fringe Benefits Non MD 10,481,826 9,696,387 10,732,923 9,291,362 10,612,174 -7.5% -13.4% -4.2% -1.1% 14.2% 2 30/
Physician Fees, Salaries, Contracts 14,196,022 12,371,122 14,792,632 11,855,633 11,985,04 -12.9% -19.9% -4.2% -19.0% 1.1% . 0
Fringe Benefits MD 1,154,352 1,099,588 1,164,079 1,809,703 1,171,89 -4.7% 55.5% 64.6% 0.7% -35.2% EX ense
Health Care Provider Tax 4,533,348 4,550,596 4,533,348 4,692,876 4,692,87 0.4% 3.5% 3.1% 3.5% 0.0% p
Depreciation & Amortization 4,458,804 4,267,857 4,358,483 4,428,744 4,428,74. -4.3% 1.6% 3.8% 1.6% 0.0% G rOWth
Interest - Long Term & Short Term 689,347 623,361 605,858 640,265 640,26% -9.6% 5.7% 2.7% 5.7%
Other Operating Expense 21,266,142 23,977,712 22,796,328 26,335,312 26,591,83 12.8% 15.5% 9.8% 16.6% 4& /\_/
Total Operating Expense 84,265,462 83,367.796 86,648,310 87,057,553 88,638,48 -1.1% 0.5% 4.4% 2.3% 1.8%
Net Operating Income (Loss) 694,239 914,006 1,461,93 ) -371.3% 52.6% -174.1% 59.9% 4.8%
Non-Operating Revenue 1,253,190 2,883,719 1,549,122 1,145,210 1,361,10 130.1% -26.1% -60.3% -12.1% 18.9%
Excess (Deficit) of Rev Over Exp 1,947,429 1,000,144 2,463,128 2,540,438 2,823,039  -48.6% 3.1% 154.0% 14.6% 11.1%
Benchmarks-Hospital
Operating Margin% 0.8% -2.3% 1.0% 1.6% 1.6%
Total Margin % 2.3% 1.2% 2.8% 2.8% 3.1%
EBIDA % 6.9% 3.7% 6.7% 7.3% 7.2%
Cost per Adjusted Admission 9,688 7,726 10,813 9,422 9,249

OBSERVATIONSorth Country's narrative states the growth in NPR/FPP from FY19B and FY20B is 3.2%, the bridges document and
submitted in the GMCB budget software show an increase in NPR/FPP of $1.5 million is 1.8% over the FY19 budget, aond &4 B/mill
over FY19 projections. North Country's FY18B to FY18A and FY19B to FY19P variances are both within the budget gslidiaece limit
hospital's operating margins and total margins are improving from FY18. The hospital has a current contract to partitarta for
Medicaid only. The bridges appendix reports an accouménigss Improperly Classified Items in F¥-s8ould have been in bad debt not
self pay allowances of $1.6 million. Bad debt has increased by $2.4 million and deductions in revenue have increasédrbohmil
budget to budget. The hospital is budgeting gross revenues to be $8.1 million, 4.2% higher than their FY19P and deslucéoesdies

to be $6.1 million, 5.5% higher
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Fiscal Year 2020 Budget Analysis North Country Hospital North Country Hospital
BALANCE SHEET FY2016A FY2017A  FY2018A FY2019B FY2019P FY2020B |2018A-2019P2019B-2019P2019P-2020B2018A-2020F
Improved
Cash & Investments 2,507,404 1,567,456 865,798 2,463,129 1,674,782  3,280,30( ¢ -32.0% 95.9% 278.99 Cash Flow
Risk Reserve for Fixed Reform Payments 0 0 0 0 0 0 #DIV/O! #DIV/O! #DIV/0! TOTver
Other Current Assets 11,590,179 14,331,770 12,141,954 16,298,085 16,499,593 14,156,117 35.9% 1.2% -14.2% 16.69
Current Assets 14,097,583 15,899,226 13,007,753 18,761,214 18,174,375 17,436,417 39.7% -3.1% -4.1% 34.09
Board Designated Assets 34,027,352 38,845,739 45,378,768 41,795,358 41,531,048 43,266,027 -8.5% -0.6% 4.2% -4.79
Net, Property, Plant And Equipment 26,815,387 24,697,926 23,403,357 26,046,855 22,245,902 24,032,654 -4.9% -14.6% 8.0% 2.79
Other Long-Term Assets 4,668,601 4,320,222 4,574,075 4,581,767 4485347 4,667,263 -1.9% -2.1% 4.1% 2.09
Assets 79,608,923 83,763,113 86,363,953 91,185,194 86,436,672 89,402,361 0.1% -5.2% 3.4% 3.59
Current Liabilities 9,897,642 12,636,713 14,974,988 13,733,163 16,952,101 15,752,102 13.2% 23.4% -71.1% 5.29
Long Term Liabilities 20,602,338 19,364,561 17,536,476 16,541,890 16,808,741 15,893,247 -4.1% 1.6% -5.4% -9.49
Other Noncurrent Liabilities 0 0 0 0 0 0 #DIV/O" #DIV/OY #DIV/O! #DIV/O}
Fund Balance 49,108,943 51,761,839 53,852,486 60,910,141 56,074,412 57,757,012 4.1% -7.9% 3.0% 7.39
Liabilities and Equities 79,608,923 83,763,113 86,363,950 91,185,194 89,835,254 89,402,361 4.0% -1.5% -0.5% 3.59
Benchmarks-Hospital Change in Points
Days Cash on Hand 169.31 185.48 213.39 196.31 190.86 201.75 (22.54) (5.46) 10.90 (11.64
Days Receivable 3257 33.39 41.77 40.48 37.82 37.95 (3.96) (2.66) 0.14 (3.82
Long Term Debt to Capitalization 30% 28% 25% 22% 23% 22% -2% 1% -1% -3%
Days Payable 45.87 58.00 69.10 60.91 74.88 68.28 5.78 13.97 (6.61) (0.82
Debt Service Coverage Ratio 3.3 2.0 11 35 3.8 3.4 2.7 0.3 (0.5) 2.2
Benchmarks-Vermont System Averages Change in Points
Days Cash on Hand 182 192 176 172 167 166 9 (5) (1) (10
Days Receivable 42 43 43 44 47 46 4 3 0) 4
Long Term Debt to Capitalization 30% 29% 27% 25% 26% 24% -1% 1% -2% -3%
Days Payable 60 58 63 54 54 55 9) 0) 1 9)
Debt Service Coverage Ratio 5.0 3.9 24 3.6 3.0 3.5 0.6 (0.7) 0.6 1.1

OBSERVATIONBays Cash on Hand declined from FY18 to FY19 but is budgeted to improve. The|Days
Cash on Hand for North Country is higher than the system average but Days payable is also highef than
the system average (unfavorable). The hospital is not expecting to make capital
iImprovements/investments at the level of the FY19 budget allowing the board designated assets and cash
& investments to improve. 1




U Expense Drivers
U Compensation/Benefits
U Locums/Travelers



