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Tahoe Forest Health System
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' Responsible Department: Board of Directors
Type of policy Original Date: Reviewed Dates: Revision Dates:
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Applies to: [X] System [ ] Tahoe Forest Hospital [] Incline Village Community Hospital

PURPOSE:

The purpose of this policy is to communicate the fiscal policy of the District as it relates to the
operations of Tahoe Forest Hospital District and the various other services, programs and
ventures which the District is or shall consider providing consistent with its Mission Statement
and operating policies. Itis the intention of the Board of Directors that this Fiscal Policy be
disseminated to the hospital administrative and management team, as well as Medical Staff
leadership, in order to achieve a broad based understanding of the fiscal goal of Tahoe Forest
Hospital District. For the purposes of this policy statement, the term "services" shall apply to all
hospital operations as well as other District services, programs or ventures.

POLICY:
1.0 RATIONALE

In view of the ever-changing reimbursement environment in which health care providers
exist, the Board of Directors recognizes the importance of financial stability. A sound
Fiscal Policy is necessary to assure the continuation of needed services, and as
appropriate, expansion into new health related facilities and services. To assure access
to capital markets, it is in the best interest of the District to maintain strong financial
performance and strong cash reserves. This philosophy is based upon, and consistent
with, the Mission Statement and operating policies of the District.

2.0 POLICY STATEMENT

Our Fiscal Policy is to ensure the availability of capital to meet the future costs of
carrying out the hospital’s mission and serves as a prudent reserve to offset unexpected
external forces. It will be the responsibility of the District’s Chief Executive Officer (CEO)
to implement policies and procedures consistent with the Fiscal Policy of the Board of
Directors. Tahoe Forest Hospital District shall strongly focus in every fiscal year
achieving, at a minimum, the Standard and Poor’s (S&P) A- rating, targeting the median
ratios of the A- rating or better. At no time shall the District drop below an investment
grade rating.

ABD-11 Fiscal Policy
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PROCEDURE:

1.0

2.0

OPERATING MARGIN AND EXCESS (NET INCOME) MARGIN

The CEO has the authority to direct the annual budget to reflect Operating and Excess
Margins at the median S&P ratios of an A- rating or better. However, at no time shall the
annual budget reflect median ratios below an investment grade rating. The CEO shall
have the authority to direct management and staff to operate the District in a manner
that achieves the goals of the annual budget.

FUND BALANCES AND TRANSFER PROCEDURES

The CEO has the authority to direct the annual budget reflect projected Days’ Cash on
Hand (the number of days of average expenses) at the median S&P ratios of an A-
rating or better. There shall be a strong focus to maintain, at a minimum, Days’ Cash on
Hand at the median S&P A- ratio in order to maintain appropriate cash reserves and to
sustain sufficient funding for capital needs. However, at no time shall the annual budget
reflect a ratio below an investment grade rating. At least quarterly, a report of Day’s
Cash on Hand shall be presented to the Board of Directors. In addition, the CEO may
direct the movement of funds consistent with Board of Directors Fiscal Policy.

2.1 Maintenance and Operations Fund:

All receipts and revenues of any kind from the operation of the hospital shall be paid
daily into the treasury of the District and placed in the Maintenance and Operations
Fund. Moneys in the maintenance and Operation Fund may be expended for any of the
purposes of the District.

The CEO will direct the allocation of monies in excess of 30 days forecasted cash to
Board designated funds or transfer sufficient monies from Board designated funds into
Maintenance and Operations Fund so that a minimum of 30 days working capital is
maintained for the upcoming quarter. Fund transfers into Maintenance and Operations
Fund from other funds to cover the minimum 30 days working capital will be in the
following priority:

1.) Cash Reserve Fund

2.) Projects Fund

2.2 Board Designhated Funds:

Available funds will be funded in the priority order as listed. Bond Funds are held by the
Bond Trustee until the fund reimburses the District for project expenditures. The
reimbursed bond project expenditures will be deposited in the Maintenance and
Operations Fund. Debt service is included in the Maintenance and Operations Fund.

2.2.1 Other Entity Funds:

Funds held for other entities such as Medical Staff and Auxiliary. Interest income
accrues to the specific fund.

2.2.2 Projects Fund:
Board of Directors approved and designated projects. Fund to include, among

others, Building Funds and Capital Equipment Funds. Interest income will
accrue to the Maintenance and Operations Fund.

ABD-11 Fiscal Policy
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2.3 Cash Reserve Fund:

Board of Directors approved funding to increase and provide sufficient reserves to
sustain operational integrity; continued services at current levels; emergency purposes
(safety net); credit worthiness; anticipated capital replacement needs. Interest income
will accrue to the Maintenance and Operations Fund.

2.4 Restricted Funds:

Funds restricted to purchase assets or to fund program costs. These funds become
unrestricted when the restriction is satisfied. Interest income accrues to the specific
fund.

2.5 Donations:
Donated funds will be placed in the appropriate fund to be designated by the donor.

Related Policies/Forms:

References:

Policy Owner: Clerk of the Board

Approved by: Chief Executive Officer
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All thoughtful, forward looking not for profit and for profit health systems in California (CA) closely
monitor the CA Statewide average Revenue per Inpatient (IP) Discharge and per Outpatient (OP)
Visit as no hospital wants to wake up one day and learn that prices have been frozen for a short or
long period of time, and more importantly the leadership of these healthcare systems know from
experience that any hospital in CA has a very low chance of being sustainable or being profitable if
they aren’t at the CA Statewide pricing levels. TFHS is a very rare rural hospital in CA that has
achieved small profits or small losses while being materially below the CA statewide averages for IP
and OP pricing.

We are respectfully requesting a 5% overall impact price increase for 11 months of FY 17. Even
with this price increase we are not achieving the rating agency A- Operating Margin target of 3.0%
or the Excess Margin target of 5.1%. We are at 1.9% and 2.8% respectively.

Please see the attached graphic or numerical schedules which show just how low TFHS is vs CA and
other local hospital competitors.

The CA IP Statewide Revenue per Discharge always moves every year. Please see how the
Statewide IP Revenue per Discharge has changed in just the last 4 years:

2014 CA Statewide IP Revenue per Discharge $ 73,875  4.4% increase from 2013
2013 CA Statewide IP Revenue per Discharge $ 70,776  5.5% increase from 2012
2012 CA Statewide IP Revenue per Discharge $ 67,070  4.1% increase from 2011
2011 CA Statewide IP Revenue per Discharge § 64,431  6.6% increase from 2010
2010 CA Statewide IP Revenue per Discharge $ 60,445

TFHS is 49% below the IP Revenue per Discharge Statewide average and its 64% below CA
Statewide average for OP Revenue per Visit.

These pricing levels at TFHS exist in a Cost of Living Index (COLI) region that is 157 when the
entire state of CA is 136 and the Reno market is 110. Even the Sacramento COLI is 117. The
building and equipment wear and tear annually are much greater in the Truckee and Incline Village
areas than other less harsh weather region. Even the building codes for hospitals are much different
here than in other less harsh zones.

It’s only relevant to compare TFHS to other best practice hospitals; any comparison to non-hospital
entities “takes our eye off of the ball” as to what focus is required for success in hospitals. Non-
hospital entities are not open 24/7, are not required to “take all comers”, and came into a market
where excess hospital capacity already existed, so they are actually causing “inflation in healthcare”
vs. “deflation” in healthcare! This is the reality that is critical for all to understand. In essence, the
laws of supply and demand that many of us understand from economics work in an opposite manner
in healthcare because of our duty to provide care regardless of the ability to pay, and the fact that
there are over 32 M uninsured in America and over 100 M underinsured in America.

We will continue to look at innovative new ways to make OP healthcare more affordable, but we
most focus on best practice hospitals.

We have earlier shared via thoughtful skilled sources from the University of Nevada at Reno that
TFHS provides over a 900% return on investment (ROI) to the property tax payors of this District.
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This stated ROI would be double the 900% if we excluded the Measure C tax revenues. So District
residents are achieving significant value in the region from the presence of TFHS.

We will institute a thoughtful expense side benchmarking review during FY 17 to look for expense
reductions that are possible that move us more to best practice in our industry. We will examine all
aspects of labor, benefits and non-labor costs from a best practice perspective.

To achieve our single A- Operating Margin target of at least 3.0% and our Excess Margin target of at
least 5.1%, it will require at least the 5% price increase coupled with some expense reductions which
are not yet identified.

Our Capital Needs are Tremendous in the Future Even Though Measure C is Nearly
Complete:

At least the next 2 fiscal years show that we need to complete Capital Expenditures greater than our
annual depreciation.

FY 17 Total Budget Capital Expenditures $ 18.4 M
FY 18 Total Budget Capital Expenditures $ 21.9 M
FY 19 Total Budget Capital Expenditures $ 6.2 M
FY 20 Total Budget Capital Expenditures $ 5.0 M

We have thoughtfully not approved all Capital request as the needs are great over the foreseeable
future.

Healthcare is very capital intensive and this is one of many reasons why we must aspire to and
execute on Single A- Operating and Excess Margin performance.

“No Margin, No Mission!” This is an old management phrase that will always be true!

Following on the next page is a high level summary of our FY 17 Operating Budget.

3
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Our FY 17 Operating Budget Summary:

Gross Patient Revenue

Net Patient Revenue

Other Operating Revenue
Wellness Neighborhood Property Tax Revenue
Operating Expenses

EBIDA

Property Taxes - All
Depreciation

Interest Income - All

Interest Expense - All

Other Non-Operating Revenue
Net Income

EBIDA {(on Gross Revenue)
Return on Equity
Days Cash on Hand

Standard & Poor's Ratio Calculations:
EBIDA Margin
Operating EBIDA Margin
Operating Margin
Excess Margin
Days Cash on Hand

We Have Also Thoughtfully Considered Our 6 Critical Strategies in This Budget:

1. Physician Service Line

235,659,989
127,394,156
8,786,589
778,606
(128,610,600)

8,348,751
10,002,594
(11,595,792)

436,067
(4,012,596)
901,000

4,080,024

3.5%
3.7%
169

13.4%

12.5%
1.9%
2.8%
168

We’ve included in the FY 17 Budget allocated dollars to achieve the complete makeover for
the Physician Service Line. This includes services provided by Walter Kopp and ECG,

resources required for the creation of NewCo, resources for Physician recruitment in

necessary specialties, and 1 additional FTE to support Physician Services and the MSC.

2. Information Technology

We’ve included in the FY 17 Budget $7M in capital for the implementation of a new

Information System for TFHS, inclusive of new EHR/Business/Accounting/and Supply chain
systems. In addition, we have allocated 1 additional FTE for implementation and ongoing
support. In the Capital Budget for FY 18 we have included an additional $1M in support of

the new Information System.

3. Create a new Facility Master Plan

We will continue to work on our next phase of Master Planning. In our FY 17 Capital

Budget we have allocated $2.8M for property investment and in FY 18 another $1.5M. Also

4
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STRATEGIC GOALS
2016/2017

1. Physician Service Line
a. Complete makeover
b. ECG and task force inputs
c. Walter Kopp input

2. Information Technology
a. Define with best terms the next EMR for TFHS and the related
business software that spans all services

3. Create a new Facility Master Plan
a. All physician services, clinical services, overhead services and
parking

4. Develop a comprehensive Care Coordination and Patient Navigation
program for all in and out-patients.

5. Improve Quality, Patient Satisfaction, Finance and Compliance
a. Continue to show measureable improvements in Quality and
Patient Satisfaction
b. Continue to improve our financial performance
c. Continue to improve our Compliance Program

6. Develop and sustain strong community relations in the communities
we serve

9
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Tahoe Forest Hospital District
Statement of Revenue and Expense

The following contains a detailed five year historical Statement of Revenue and Expense, as
well as projected FY 2016 and Budget 2017 for Tahoe Forest Hospital District and Incline
Village Community Hospital. In addition, we have included FY 2017 budgets for the Separate
Business Units, Tahoe Center for Health and Sports Performance, Multi-Specialty Clinics,
Cancer Center program, Weliness Neighborhood/Community Health Programs, and The
Tahoe Institute for Rural Health Research.

The following are the highlights of the budget for FY 2017 for Tahoe Forest Hospital District:

e Gross Revenue $235,659,989
e Deductions from Revenue (108,265,833)
e Other Operating Revenue 8,786,589
¢ Wellness Neighborhood Revenue 778,606
e Total Operating Revenue 136,959,351
e Operating Expenses (128,610,600)
e EBIDA 8,348,751
¢ Non-Operating Expense (14,271,321)
e Property Tax Revenue 10,002,594
e Netincome/(Loss) 4,080,204
¢ Return on Equity 3.70%
¢ Return on Gross Revenue EBIDA 3.54%

Gross Revenue was developed using a Gross Revenue per Unit calculation.

Deductions from Revenue was developed by breaking the gross revenue down by entity, and
by payor, and then applying the relevant contractual allowance percentage to the gross
revenue. Deductions from Revenue also include a component for Charity Care, which is
budgeted at 3.5% and Bad Debt, which is budgeted at 1.5%. Please see the “Deductions from
Revenue” for more details.

Other Operating Revenue consists of revenue from separate entities such as the Retail
Pharmacy, Hospice Thrift Stores, Tahoe Center for Health and Sports Performance, Children’s
Center, Cafeteria Sales, Rental Income, Rebates & Refunds, Medi-Cal PRIME program, and
the IVCH Emergency Department contract. We are anticipating an increase in FY 2017 when
compared to FY 2016 projected, primarily related to the new funding opportunity provided by
the Medi-Cal PRIME program.

Salaries, Wages and Benefits reflect propositions from the contracts currently under
negotiation with the employee associations. The possible wage percentage increases from the
contract propositions range from a minimum of 2.50% to as high as 14.45% based on market
survey shifts. Those benefits that are calculated based upon wages such as employer taxes,
deferred compensation, and pension have also been adjusted to account for these increases
in wages. We have also incorporated increases for the exempt and non-represented
employees.

10
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Tahoe Forest Hospital District
Statement of Revenue and Expense

Management has developed an FTE plan to accommodate anticipated growth in targeted
areas. When comparing the 2017 FTE Budget to the 2016 FTE Budget, a 36.01 FTE increase
is reflected and an increase of 34.85 FTEs when compared to projected FY 2016. The
increase in budgeted FY 2017 FTEs is a result of expanding specialty services in our MSC
structure, expansion of our community based programming in the Wellness Neighborhood and
Community Health, the Medi-Cal PRIME program, the Care Coordination/Patient Navigation
program, conversion of outsourced positions to employees, additional staff needed for the
Information Systems conversion, and additional support staff for the Engineering,
EVS/Housekeeping, and Quality departments.

Workers Compensation is being budgeted to reflect a minor increase in FY 2017. Prior to FY
2016, the District experienced years of steadily declining claims, however, FY 2017 claims are
expected to remain consistent to what we are realizing in FY 2016. As with every year, the
District completes an actuarial study in regards to our IBNR (Incurred but Not Reported) claims
liability. Based upon retired, older claims history, our IBNR liability should remain steady for
FY 2017, therefore having little, if no impact on our expense.

Health Insurance is also being budgeted to reflect minimal increases in our health insurance
claims. The modest increase in health insurance takes into account the budgeted growth in FY
2017 FTE’s along with decreases in claim submission reimbursement we are observing in FY
2016.

Professional Fees reflect an increase of 14.6% when compared to projected FY 2016. We
have budgeted for increases in Physician fees due to growth in our Multi-Specialty Clinic
services in Orthopedics, Urology, OB/GYN, E.N.T., Pediatrics, and Oncology. The anticipated
increases in Physician fees were offset slightly by decreases in Professional Fees provided to
the Tahoe I[nstitute for Rural Health Research, Finance Administration, Medical Staff, and
Multi-Specialty Clinics Administration.

Supplies reflect an 11.1% increase when compared to projected FY 2016. We applied an
inflation factor of 3.0% to 4.3% for medical supplies, pharmaceutical supplies, food/dietary
supplies and non-medical/office supplies along with accounting for continued price increases in
Oncology pharmaceuticals.

Purchased Services reflect a 2.1% decrease compared to projected FY 2016 as outlined
below:

1. Decrease of $19,600 in Surgical Services for Interim Director oversight.

2. Decrease of $42,200 in Briner Ultrasound for registry services no longer
required in FY 2017.

3. Decrease in Laundry & Linen of $33,800 as a result of planned reductions in
outsourced linen costs.

4, Decrease of $231,800 in Materials Management related to the conversion of
interim management from contractor to employee.

5. Decrease of $126,000 in Facilities Management associated with fewer facility

wide maintenance projects required in FY 2017.
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Tahoe Forest Hospital District
Statement of Revenue and Expense

6. Decrease of $27,800 in Outpatient Physical Therapy for outsourced services
used for patient re-registration in FY 2016.

7. Decrease of $110,000 in CHSP Fitness Center for outsourced services used
for management oversight in FY 2016.

8. TIRHR decrease of $41,900 as credit line extension is expected to be
exhausted by the end of FY 2016.

9. Increase of $48,800 in MSC OB/GYN for services related to answering
service, office cleaning, and computer maintenance.

10. Increase of $119,100 in MSC Orthopedics for I/T support, E.M.R.
maintenance, office cleaning, and transcription services.

11. Increase in Medical Oncology of $67,600 related to the Community Benefit

Report production, cancer registry services, chart audit reviews, and
regulatory surveys.

12. An increase of $167,600 in Information Technology for the expansion of the
Blue Life program, maintenance and support for intensification of our firewalls
and security surveillance, software support, and Citrix licensing.

13. Increase of $72,900 in Admitting for eCare Next support, the next phase of
our patient access services software required to enhance patient satisfaction
and registration quality.

Other Expenses reflect an 18.1% increase compared to projected FY 2016. This is
comprised of deliberate increases in Utilities, Insurance, Rentals, Marketing, Dues &
Subscriptions, Outside Training & Travel, and TIRHR. Highlights of these changes are listed
below:

1. Utilities are up $100,000 due to an anticipated 3% to 5% rise in inflation
coupled with Multi-Specialty Clinic growth.

2. Insurance costs are projected to increase 7.8%, or $50,000, in the areas of
Risk, D&O, and Comprehensive liability coverage.

3. Rental increases of $148,000 have been budgeted for the expansion of the
Multi-Specialty Clinics.

4, Marketing and Community Relations budget was increased $235,000 over

projected FY 2016, however, this is a discretionary expense controlled closely
by Management.

5. An increase of $101,700 in Dues & Subscriptions related to participation in the
UC Davis Cancer Care Network and involvement with various California
hospital councils for legislative representation.

6. Outside Training & Travel was increased $121,500 over projected FY 2016 for
Management leadership training provided by the University of Nevada Reno
and Board Governance training.

7. An increase of $400,000 is reflected in FY 2017 related to TIRHR
expenditures. TIRHR expenses in the current and previous years have been
transferred to a receivable on the District’s balance sheet, creating a positive
variance in Other Expenses. With the expected exhaustion of credit line funds
by the close of FY 2016 this positive variance is no longer reflected in the FY
2017 budget.

8. Lab Transfer Costs between facilities has been reduced $38,000.
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Tahoe Forest Hospital District
Statement of Revenue and Expense

District and County Taxes Revenues from projected FY 2016 taxes is $5.9 million. We are
anticipating a 4.0% increase in the FY 2017 budget to $6.1 million based on our research of
forecasted market conditions. A component of property tax revenues is included in the Other
Operating Revenue section to offset Community Health and Wellness Neighborhood
expenses. We are also budgeting property tax revenues in FY 2017 with no reserves to cover
the entire GO Bond Debt Service payment for the 15t, 2", and 3" series.

Interest Income FY 2017 is expected to surpass FY 2016 projections based on LIBOR rate
forecasts. LAIF interest rates in FY 2016 have ranged from 0.32% to 0.55%, this in comparison
to LAIF interest rates in FY 2015 that ranged 0.24% to 0.30%. May 2016 reflected a rate of
0.55%. We are also predicting minimal interest income related to the GO Bonds as the final
phase of projects winds down in September 2016, therefore, no budget has been set for FY
2017 Interest Income — GO Bond.

Donations from the TFHS Foundation are expected to approximate a net $467,000, generated
from the following events/campaigns: $218,000 from Best of Tahoe Chefs and the Gene
Upshaw Memorial Golf Tournament, $30,000 to support the Hospice program, $100,000 to
support the Wellness Neighborhood and Community Health, and $119,000 from various
campaigns and donation drives. Donations from the IVCH Foundation are expected to reach
$559,000 in support of the Second Floor Renovations, Emergency Department Special Room,
and Second Floor Multi-Specialty Clinic Renovations.

Gain/(Loss) on Joint Venture we are budgeting a decrease in FY 2017 against what we are
projecting for FY 2016 and observed in FY 2015.

Depreciation has been budgeted higher than projected FY 2016 due to anticipated capital
additions, building and land purchases, and the final Measure C and Non-Measure C projects
starting their depreciable life.

Interest Expense has been decreased by 16.3% compared to projected FY 2016 as a result
of debt being paid down. In addition, we are budgeting interest expense related to the GO
Bond based upon its debt service schedule for the Refunded 13, Refunded 2", and 3 series.
GO Bond interest is funded through property tax revenues as noted above.
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TAHOE FORESTF  MITAL DISTRICT
SEPARATE BL. _<ESS UNITS

BUDGET FY 2017
TOTAL
HOME CHILDRENS OCCUPATIONAL HEALTH RETAIL SEPARATE
HEALTH HOSPICE CENTER HEALTH CLINIC PHARMACY BUSINESS UNITS
Gross Operating Revenue $ 2,230,519 $ 1,934,500 $ 860,000 $ 574,788 $ 641,012 $ 2,906,434 $ 9,147,253
Deduction From Rev 1,343,442 1,018,708 - 134,903 401,850 1,114,730 4,013,632
Other Operating Revenue - - - - 400 - 400
Total Operating Revenue $ 887,077 $ 915792 $ 860000 $ 439,885 $ 239,562 $ 1,791,704 $ 5,134,021
Operating Expense:;
Salaries & Benefits $ 965,383 $ 617,340 $ 767719 $ 253,195 $ 589,595 $ 582,495 $ 3,775,727
Professional Fees 500 24,600 - 124,249 7,200 1,500 158,049
Supplies 22,411 43,672 23,314 68,104 31,838 1,646,217 1,835,556
Purchased Services 61,620 51,447 25,450 125,144 15,263 75,425 354,349
Other Expenses 25,266 46,734 40,763 46,268 24,045 92,101 275,177
Total Operating Expenses $ 1,075,180 $ 783,793 $ 857246 $ 616,960 $ 667,941 $ 2,397,738 $ 6,398,858
Net Operating Rev (Exp) $ (188,103) $ 131,999 $ 2,754 § (177,075) $ (428,379) § (606,034) $ (1,264,837)
Non - Operating Rev / (Exp)
Donations - 30,000 5,000 - - - 35,000
Thrift Store Net income - 429,171 - - - - 429,171
Employee Benefit - EE Discounts - - (236,000) * - - - (236,000)
Depreciation (17,343) (4,496) (32,779) - (247) - (54,865)
Total Non-Operating Rev/(Exp) (17,343) 454,675 (263,779) - (247) - 173,306
Net Income/(Loss) $ (205446) $ 586,674 $ (261,025) $ (177,075) $ (428,626) § (606,034) $ (1,091,532)
Units 3,640 3,970 19,500 2,800 3,550 27,600
Gross Revenue/Unit $ 612.78 $ 487.28 $ 410 $ 20528 § 180.57 $ 105.31
Total Operating Expense/Unit $ 295.38 $ 197.43 $ 4396 $ 220.34 $ 188.15 $ 86.87
Employee Drug Plan
Plan Costs (828,201)
Captured through Retail Rx 628,517
Net Plan Costs (199,684)
Net Operating Income (606,034)
* The Children's Center provides a 40% discount to employees of the Health System. Net Employee Drug Plan Cos  (199,684)
This is considered a benefit for our employees. Net Financial Position (805,718)
[
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Gross Operating Revenue
Deduction From Rev
Other Operating Revenue

Total Operating Revenue

Operating Expense:
Salaries & Benefits

Professional Fees
Supplies
Purchased Services
Other Expenses
Total Operating Expenses

Net Operating Rev (Exp)

Non - Operating Rev / (Exp)

Donations
Depreciation

Total Non-Operating Rev/(Exp)
Net income/(Loss)

Overhead Allocation Based on Sq Ft

Adjusted Net income/(Loss)

Units

Gross Revenue/Unit

Total Operating Expense/Unit
Total Op Exp & O.H. Alloc/Unit

TAHOE FOREST HOSPITAL DISTRICT

** Fitness and Wellness is comprised of Nutrition Consultations, Weight Loss Clinics & Consultations, and Prenatal/Breastfeeding classes
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TAHOE CENTER FOR HEALTH . 9 SPORTS PERFORMANCE
BUDGEY . 2017
SPORTS OCCUPATIONAL
THERAPY PERFORMANCE FITNESS FITNESS & HEALTH CENTER
SERVICES LAB CENTER WELLNESS * TESTING OPERATIONS TOTAL TCHSP
4,877,008 $ 32276 $ 175,501  $ 17,100 § 115000 § - $ 5216885
1,609,413 - - - - - 1,609,413
1,400 - - - - - 1,400
3,268,995 $ 32276 $ 175501  $ 17,100 $ 115000 $ - $ 3608872
13,868 § - 8 - % 173,761 $ 107,889 § - % 295,518
1,849,700 - - - - 60,000 1,909,700
42,181 201 3,157 4,977 250 1,240 52,006
49,120 25,820 52,760 14,505 20,800 24,960 187,965
3,250 - - 8,742 10,945 368,158 391,095
1,958,119 § 26,021 $ 55917  $ 201,985 § 139,884 § 454358 $ 2,836,284
1,310,876 $ 6,255 $ 119,584  $ (184,885) (24,884) $ (454,358) $ 772,588
(4,905) - (261) - - (152,761) (157,927)
(4,905) - (261) - - (152,761) (157,927)
1,305,972 § 6,255 § 119323 § (184,885) § (24,884) $ (607,119) $ 614,662
(219,973)  $ (60,597) $ (116,629) $ (168,503) $ -3 565,701 $ -
1,085,999 § (54,342) $ 2694 $ (353,388) § (24,884) $ (41,418) § 614,662
60,500 400 2,600 1,500 1,300 66,300
8061 § 80.69 § 67.50 § 140 § 88.46 $ 78.69
3237 § 65.05 § 2151 § 134.66 107.60 $ 42.78
3600 § 21654 § 66.36 § 24699 § 107.60 $ 45.16



Gross Operating Revenue
Deduction From Rev
Other Operating Revenue

Total Operating Revenue

Operating Expense:
Salaries & Benefits

Professional Fees
Supplies
Purchased Services
Other Expenses

Total Operating Expenses
Net Operating Rev (Exp)
Non - Operating Rev / (Exp)

Donations
Depreciation

Total Non-Operating Rev/(Exp)
Net income/(Loss)
Units

Gross Revenue/Unit
Total Operating Expense/Unit

N1: Total Cancer Program Depreciation includes building depreciation

0¢

TAHOE FOREST HOSPITAL DISTRICT

CANCER PROGRAM
BUDGET FY 2017
mMSC MSC TOTAL
MEDICAL MEDICAL RADIATION RADIATION ONCOLOGY ONCOLOGY PET CANCER
ONCOLOGY ONCOLOGY ONCOLOGY ONCOLOGY LAB DRUGS CT PROGRAM

$ 2,643,809 $ 1,022,695 $ 5477717 $ 1,023,543 $ 276,476 $ 23,835,006 $ 1,492,980 $ 35,772,226
1,193,123 376,670 2,176,965 431,564 122,100 10,562,373 742,183 15,604,978

$ 1,450,686 $ 646,025 $ 3,300,752 $ 591,979 $ 154376 $ 13,272,633 $ 750,797 $ 20,167,248
$ 2,236,956 $ - $ 858,314 $ - $ 146692 $ - $ 68,698 $ 3,310,660

211,200 1,350,459 30,400 740,411 - - 2,841 2,335,311
128,608 23,733 14,424 - 728 6,012,088 51,744 6,231,325
244,545 25,975 365,760 - - - 187,174 823,454
296,529 - 10,899 - 1,800 - 1,002 310,230

$ 3,117,838 $ 1,400,167 $ 1,279,797 $ 740,411 $ 149220 $ 6,012,088 $ 311,459 $ 13,010,980
$ (1,667,152) $ (754,142) $ 2,020,955 $ (148,432) $ 5156 $ 7,260,545 $ 439,338 $ 7,156,268
- - - - - - 218,000

(142,181) - (611,436) - - - (436,358) (1,889,788) N1

(142,181) - (611,436) - - - (436,358) (1,671,788)

$ (1,809,333) $ (754,142) $ 1,409,519 $ (148,432) $ 5166 $ 7,260,545 $ 2,980 $ 5,484,480
8,350 4,700 4,000 1,006 3,375 70,975 301 92,707

$ 316.62 $ 217.59 $ 1,36943 $ 1,017.44 $ 8192 § 335.82 $ 4,960.07 $ 385.86
$ 373.39 $ 297.91 $ 319.95 $ 736.00 $ 44.21 $ 84.71 $ 1,034.75 $ 140.35
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Gross Operating Revenue
Deduction From Rev
Other Operating Revenue
Total Operating Revenue

Operating Expense:
Salaries & Benefits
Professional Fees
Supplies
Purchased Services
Other Expenses
Total Operating Expenses

Net Operating Rev (Exp)

Non - Operating Rev / (Exp)

Donations
Depreciation
Total Non-Operating Rev/(Exp)

Net income/{Loss)
Units

Gross Revenue/Unit
Total Operating Expense/Unit

| R4

TAHOE FOREST HM<=PITAL DISTRICT

MULTI-SPEC.

BUDGET r Y 2017

{ CLINICS

M.O.B. M.O.B. M.O.B. M.O.B. M.O.B. MT. MEDICAL TFW.C. TCHSP
ST
INTERNAL MsC MsC
mSC MsC MEDICINE/ MsC GASTROENTEROLOGY MsC MSC MsC SPORTS
ENT AUDIOLOGY | {PULMONOLOGY] UROLOGY & GENERAL SURGERY PEDIATRICS | | ORTHOPEDICS OBI/GYN MEDICINE
$ 886,650 (% 510,843 $ 1,544,522 $ 611,996 $ 2,822,574 $ 50480841 18% 2,775000] |$ 2,526,796 $ 548,116
308,349 160,411 571,771 159,046 994,096 2,412,029 1,857,030 955,634 199,395
$ 580,301 |$ 350432 $ 972,751 $ 452,950 $ 1,828,478 $ 2636055 |8 917,870 | § 1,571,162} | $ 348,721
$ 233,899 ($ - $ 439,487 $ 234,942 $ 350,262 $ 77,717 | | $ 497,400 | $ 495612 | $ 135,757
551,200 38,739 348,869 415,982 1,128,740 996,902 1,892,929 795,600 220,670
27,887 115,429 169,358 10,400 27,436 422,051 378,800 75,825 21,544
26,759 - 36,127 13,703 32,648 82,336 119,100 62,928 13,644
65,936 49 100,049 36,666 52,323 101,436 100,375 84,591 7,657
$ 905681 |$ 154,217 $ 1,093,890 $ 711,693 $ 1,591,409 $ 2,380442] |$ 2988604f % 1,514,556 ) | $ 399,172
$ (325,380)| $ 196,215 $ (121,139)] | $ (258,743) $ 237,069 $ 255613 1 1 $  (2,070,634)] | $ 56,606 | | $ _ (50,451)
$  (325,380)| § 196,215 $ (121 ’139?—] $ (258,743) $ 237,069 $ 256613118 (2,070,634)] | § 56,6061 1% (50,451)5
2,141 671 5,338 1,530 3,743 11,086 7,400 7,623 1,833
$ 414.13 | $ 761.32 $ 289.34 $ 400.00 $ 754.09 $ 455361 | $ 375.00] | $ 331471 | ¢ 299.03
$ 423.02 | $ 229.83 $ 204.93 $ 465.16 $ 425.17 $ 21473 | |1 § 403871 | $ 198.68 $ 217.77
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Gross Operating Revenue
Deduction From Rev
Other Operating Revenue

Total Operating Revenue

Operating Expense:
Salaries & Benefits
Professional Fees
Supplies
Purchased Services
Other Expenses
Total Operating Expenses

Net Operating Rev (Exp)

Non - Operating Rev / (Exp)

Donations
Depreciation
Total Non-Operating Rev/(Exp)

Net Income/{Loss)
Units

Gross Revenue/Unit
Total Operating Expense/Unit

ZZ

TAHOE FOREST HM<SPITAL DISTRICT

MULTI-SPEC
BUDGEN Y 2017

Y CLINICS

GATEWAY MEDICAL CENTER CANCER CENTER IVCH
WST
MsC MsC MSC MsC CANCER INTERNAL

CARDIOLOGY & INTERNAL | CLINIC SHARED CLINIC MEDICAL RADIATION CENTER MEDICINE! ALL CLINICS
NEUROLOGY MEDICINE cosTs SUMMARY ONCOLOGY | ONCOLOGY SUMMARY PEDIATRICS SUBTOTAL
4,014,518 | § 679,186 | § -1$ 4693704 | 1$  1,022695 |8 1023543 | 2046238 | s 708002 |s 24722615
1,700,499 248,916 - 1,949,415 376,670 431,564 808,234 249,657 10,623,069
2,314,019 | § 430,270 | § -8 2744289 | 3 646,025 | § 591,979 1 ¢ 1,238,004 | $ 458,435 | |$ 14,009,548
-ls -1$ 1035500 % 1035590/ | s -$ -|% -1ls 125373 | | s 4,326,039
803,987 170,094 - 974,081 1,350,459 740,411 2,090,870 118,608 9,573,191
- - 609,150 609,150 23,733 - 23,733 77,894 1,959,507
- - 88,610 88,610 25,976 - 25,976 5,956 507,786
- - 160,211 160,211 - - - 13,677 722,870
803,987 | § 170,094 [ § 1,893,561 | $ 2,867,642} [$ 1,400,167 | $ 740411 | $§ 2440578 ] | $ 341,509 | |$ 17,089,393
1,510,032 | $ 260,176 | $  (1,893,561) § (123,353)] | s (754,142)| $ {148,432)| $ (002,574)] | s 116,926 | | $  (2,989,847)
1,510,032 | § 260,176 | $  (1,893,561)| $ (123,353) | s (754,142)| $ (148,432)| $ 902,574)) | $ 16,926 | | (2.989,847)
9,945 2,062 12,007 12,007 4,700 1,006 5,706 1,192 60,270
40367 | $ 32938 | § - |s 39091 | ¢ 217.69 | § 1,01744 | § 35861 | |3 594.04] | s 410.20
80.84 | § 8249 | § 157.70 | $ 23883 ] | ¢ 297.91 | § 736.00 | $ 37545 | | s 28650 | | & 283.55
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Gross Operating Revenue
Deduction From Rev
Other Operating Revenue

Total Operating Revenue

Operating Expense:
Salaries & Benefits
Professional Fees
Supplies
Purchased Services
Other Expenses
Total Operating Expenses

Net Operating Rev (Exp)

Non - Operating Rev / (Exp)

Donations
Depreciation
Total Non-Operating Rev/{Exp)

Net Income/(Loss)
Units

Gross Revenue/Unit
Total Operating Expense/Unit

€C

TAHOE FOREST HMSPITAL DISTRICT
MULTI-SPEC
BUDGEY ¥ 2017

MSC Msc
mMsc BUSINESS OVERHEAD
ADMIN OFFICE SUBTOTAL TOTAL MSC

- - -1 18 24722615

R - - 10,623,069

- - - |$ 14,099,546

772,702 563,579 1,336,281} | $ 5,662,320
54,000 - 54,000 9,627,191
2,961 3,131 6,092 1,965,599
251,288 1,174 252,462 760,248
83,159 24,225 107,384 830,254
1,164,110 592,109 1,756,219} [$ 18,845,612
(1,164,110) {592,109) (1,756,219} | $  (4,746,066)
(1,164,110) (692,109), {1,756,219) | $  (4,746,066)
60,270 60,270 60,270 60,270

$ 410.20

19,31 9.82 2914 1$ 312.69
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TAHOE FOREST HOSPITAL DISTRICT
WELLNESS NEIGHBORHOOD/COMMUNITY HEALTH PROGRAM

BUDGET FY 2017
TOTAL
WELLNESS COMMUNITY WELLNESS/COMMUNITY HEALTH
NEIGHBORHOOD HEALTH PROGRAM
Gross Operating Revenue $ - $ - $ -
Deduction From Rev - - -
Other Operating Revenue ' - 5,500 5,500
Total Operating Revenue % - % 5,500 % 5,500
Operating Expense:
Salaries & Benefits $ 273,647 $ 91,859 $ 365,506
Professional Fees 12,000 - 12,000
Supplies 28,250 10,330 38,580
Purchased Services _ 217,649 68,961 286,610
Other Expenses 42,610 38,800 81,410
Total Operating Expenses $ 574,156 $ 209,950 $ 784,106
Net Operating Rev (Exp) $ (574,156) $ (204,450) $ (778,606)
Non - Operating Rev / (Exp)
Property Tax Revenues 574,156 204,450 778,606
Total Non-Operating Rev/(Exp) 574,156 204,450 778,606
Net Income/(Loss) $ - $ - $ -
Possible Other Revenue Sources:
Donations $ 75,000 $ 25,000 $ 100,000
Grants - 14,000 14,000
Total Possible Other Revenue Sources $ 75,000 $ 39,000 $ 114,000
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TAHOE FOREST H
TAHOE INSTITUTE FOR RUL..Al. HEALTH RESEARCH

ITAL DISTRICT

Balance on Letter of Credit $

N1: Draws against the Letter of Credit are exclusive of
Accrued Interest Expense

N
S,

©)
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BUDGET FY 2017
BUDGET PROJECTED ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL
FY2017 FY2016 FY2015 FY2014 FY2013 FY2012 FY2011

Operating Expense:

Salaries & Benefits $ - $ - $ - $ - $ 16,518 $ 22,142 $ 20,860

Benefits - - - - 7,550 5,586 5,372

Benefits Workers Compensation - - - - 551 350 531

Benefits Health Insurance - - - - 3,662 4,317 2,752

Professional Fees - 384,143 406,761 524,544 297,311 161,339 78,688

Supplies - 6,033 2,108 28,462 5,806 1,059 1,961

Purchased Services - 32,592 22,828 18,868 2,600 1,500 -

Other Expenses - 161,548 101,408 160,596 230,932 104,827 4,730

Interest Expense - 124,362 92,855 61,147 32,059 13,351 2,519

Total Operating Expenses $ - $ 708,678 $ 625,960 $ 793,618 $ 596,989 $ 314,471 $ 117,413

Grant Reimbursement For TBI Expenses - (91,833) (120,514) (111,627) (21,987) (23,624) (1,250)
Amount Drawn Against Credit Line $ - $ (616,845) § (505,446) $ (681,991) § (575,002) $ (290,847) $ (116,163)
Cumulative:

Letter of Credit $ 2,460,000 N1

FY2011 Actual Draw Against Credit Line (113,644)

FY2012 Actual Draw Against Credit Line (277,496)

FY2013 Actual Draw Against Credit Line (542,943)

FY2014 Actual Draw Against Credit Line (620,843)

FY2015 Projected Draw Against Credit Line (412,591)

FY2016 Projected Draw Against Credit Line (492,483)



Tahoe Forest Hospital District
Volumes

The budget process begins with reviewing annual historical volumes as well as the last five
years of 12 month historical spreads, noting the highs and lows of each month. From this
review process we were able to project volumes for FY 2017 that are conservative and reflect
trends we have observed over the past several fiscal years, as well as the ten months of actual
volumes in FY 2016. We apply the spread of the FY 2017 volumes over the 12 months by
averaging the historical five years monthly spreads to help smooth the seasonality we
experience within the Health System.

Acute admissions are budgeted at 1,630, which will remain consistent with projected FY 2016
and acute inpatient days for FY 2017 are budgeted at 4,287, which represents a .3% increase
over projected FY 2016. We are anticipating our average length of stay to remain at 2.63 for
FY 2017 along with lower acuity levels in ICU and Med/Surg patients continuing in FY 2017
due to the Medicare CAH Certification rules.

We are anticipating changes in some of our outpatient areas when compared to actual FY
2016. Some of the larger anticipated outpatient volume increases or decreases for FY 2017
are as follows:

Department T:?jgg’aeg F%Jgg?; Variance IrI?cerrecaesnet/
(Decrease)

Tahoe City Occupational Therapy 1,465 1,400 (65) (4.4%)
Tahoe City Physical Therapy 20,588 20,000 (588) (2.9%)
Hospice Days 3,495 3,970 475 13.6%
Surgical Cases 910 950 40 4.4%
Pain Center Minutes 26,771 25,885 (886) (3.3%)
EKG 2,013 2,100 87 4.3%
Vascular Imaging 308 325 17 5.5%
Medical Oncology Procedures 8,929 8,350 (579) (6.5%)
Radiation Oncology Procedures 4,130 4,000 (130) (3.1%)
Nuclear Medicine 320 300 (20) (6.3%)
Cat Scans 3,278 3,210 (68) (2.1%)
Oncology Pharmacy Units 75,908 70,975 (4,933) (6.5%)
Pulmonary Function 235 225 (10) (4.3%) ¢
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Percent

Projected Budget .
Department (cont.) FY 2016 FY 2017 Variance Increase/
(Decrease)
Gl/Endoscopy Cases 1,467 1,425 (42) (2.9%)
Occupational Health Visits 2,923 2,800 (123) (4.2%)
Multi-Specialty Clinics
Ear, Nose, Throat 2,230 2,141 (89) (4.0%)
General Surgery 1,701 1,920 219 12.9%
Internal Medicine/Cardiology/Neurology 4,392 9,945 5,553 126.4%
Medical Oncology 4,187 4,700 513 12.3%
Internal Medicine 1,769 2,028 259 14.6%
Urology 0 1,530 1,530 100.0%
Gastroenterology 1,548 1,823 275 17.8%
Pediatrics 9,398 11,086 1,688 18.0%
Audiology 313 671 358 114.4%
Orthopedics 0 7,400 7,400 100.0%
IVCH Internal Medicine/Pediatrics 1,410 1,192 (218) (15.5%)
Sports Medicine 3,067 1,833 (1,224) (40.0%)
Incline Village Community Hospital
IVCH Health Clinic Visits 1,647 1,600 (47) (2.9%)
Surgical Cases 107 100 (7) (6.5%)
EKG 682 625 (57) (8.4%)
Occupational Therapy 1,177 1,150 (27) (2.3%)
CHSP
Occupational Health Testing 1,246 1,300 54 4.3%
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Tahoe Forest Hospital District
Gross Revenue - Payor Mix

We incorporated a 5% rate increase effective August 1, 2016. However, of this 5%
increase, the District will only realize about 2.85% of the 5% in Net Revenue due to how we
are reimbursed from Medicare and Medi-Cal, as well as our contractual arrangements with
insurance plans.

On the whole, we have budgeted volumes to remain fairly consistent to what we are observing
during the first ten months of FY 2016. We are projecting our budgeted gross revenue for
FY 2017 to be $235.7 million. This is a $17.6 million increase to our Gross Revenue when
compared to projected FY 2016 and a $28.4 million increase when compared to budgeted
Gross Revenue for FY 2016.

Budgeted EBIDA for FY 2017 is $8.3 million, representing a $6.0 million decrease from
projected FY 2016. This net decrease is reflective of an increase in Salaries, Wages &
Benefits, Professional Fees, and Supply costs resulting from careful and deliberate growth
projections in the areas of our Multi-Specialty Clinics, Surgical Services, and Initiative
programs. A budgeted rate increase in August 2016 necessitates the need to help offset these
budgeted cost increases, inflation, and declining payor reimbursement. Return on Gross
Revenue EBIDA is 3.5%, projecting 3.1% lower than how we anticipate finishing out in FY
2016.

Budgeted Net Income/(Loss) for FY 2017 is a profit of $4.1 million, a decrease of $6.0
million from projected FY 2016. The decrease is correlated to cost increases as outlined above
along with increases to our Depreciation Expense brought on by anticipated capital equipment,
building and land acquisitions, and the final Measure C projects going live in the earlier months
of FY 2017.

Return on Equity is estimated to be 3.7%, a decrease of 6.4% from the projected FY 2016
Return on Equity. This decrease is due to the budgeted lower Net Income combined with a
higher Net Asset (Fund) Balance.

Total Gross Revenue Payor Mix for the FY 2017 budget reflects comparable trending that we
witnessed through May 2016. We made marginal adjustments to our Medicare, Medi-Cal,
Other and Commercial percentages as we feel the swings in our payor mix from Healthcare
Reform and the Medi-Cal program expansion are stabilizing. See table below.

Payor Mix Budget FY 2017 Projected FY 2016
Medicare 34.4% 34.0%
Medi-Cal 17.5% 17.6%
County 0.0% 0.0%

Other 3.7% 3.5%
Commercial 44.3% 44.9%

45
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TAHOE FOREST HOSPITAL DISTRICT
CHARGE COMPARISON
HOSPITAL TO HOSPITAL WITHOUT ANY OUTPATIENT LOWER TIERED PRICING

Rate Increase Sutter Dignity Prime
Note CPT Current Effective 8/1/16 Percentile Inclusive of TFHD Barton Auburn Marshall Sierra St. Mary's 6 Hospital 6 Hospital 6 Hospital 6 Hospital
Reference Code TFHD TFHD Ranking Average Median Memorial Faith Medical Nevada Renown Regional Average Median Average % Var. Median % Var.
- Visit - Level 1 (A) 99281 $ 334||$% 351 33% $ 445|% 370 $ 390 | $ 637 | $ 706 | $ 390 | $ 323 | $ 321 $ 461 [ $ 390 -23.9% -10.0%
% c Visit - Level 2 (A) (B) 99282 $ 567 ||$ 595 0% $ 785|% 685 $ 652 | $ 983 | $ 1,119 | $ 775 | $ 717 | $ 654 $ 817 | $ 746 -27.1% -20.2%
g é Visit - Level 3 (A) (B) 99283 $ 866||$ 909 17% $ 1,250 | % 1,035 $ 957 | $ 1,636 | $ 1,985 | $ 1,259 | $ 1,114 | $ 889 $ 1,307 | $ 1,187 -30.4% -23.4%
UEJ Visit - Level 4 (A) (B) 99284 $ 139 | |$ 1,469 17% $ 2,082 |$ 2,065 $ 2,344 | § 2,505 | $ 2,785 | $ 2,517 | $ 1,785 | $ 1,166 $ 2,184 | $ 2,425 -32.7% -39.4%
Visit - Level 5 (A) 99285 $ 2264 ||$% 2,377 17% $ 2989 |% 2,878 $ 3,380 [ $ 3,002 [ $ 3,900 [ $ 3,870 [ $ 2,755 | $ 1,636 $ 3,091 | § 3,191 -23.1% -25.5%
Basic Metabolic Panel (B) 80048 $ 97 | | $ 102 17% $ 244|% 192 $ 284 | $ 182 | § 435 [ $ 62| 9% 203 | $ 439 $ 267 | $ 243 -61.9% -58.1%
Blood Gas Analysis, including O, saturation (B) 82805 $ 208 $ 218 33% $ 284|% 218 N/A $ 464 | $ 298 | $ 157 N/A N/A $ 306 | $ 298 -28.7% -26.7%
Complete Blood Count, automated (B) 85027 $ 69| |$ 72 17% $ 150|$% 123 $ 193 | § 167 | $ 332 | $ 39 1% 102 | $ 144 $ 163 | $ 156 -55.5% -53.5%
Complete Blood Count, with differential WBC, automated (B) 85025 $ 88| |$ 92 17% $ 165|% 134 $ 252 | $ 141 | $ 286 | $ 4119 127 | $ 213 $ 177 | $ 177 -47.7% -47.8%
- Comprehensive Metabolic Panel (B) 80053 $ 120 [$ 126 17% $ 285|% 226 $ 268 | $ 230 | $ 652 | $ 64]9% 221 $ 435 $ 312 | $ 249 -59.6% -49.4%
% Cratine Kinase (CK), (CPK), Total (B) 82550 $ 80| [$ 84 17% $ 156 |$% 118 $ 212 | $ 191 | $ 328 | $ 45| $ 131§ 104 $ 169 | $ 161 -50.2% -47.8%
5 Lipid Panel (B) 80061 $ 151 $ 159 33% $ 274|$ 185 $ 212 | $ 487 | $ 616 | $ 83|$% 139 | § 223 $ 293 | $ 218 -45.9% -27.1%
'r.j Partial Thromboplastin Time (B) 85730 $ 741 1$ 78 17% $ 163|$ 161 $ 197 | $ 175 | $ 252 | $ 62| % 147 | $ 234 $ 178 | $ 186 -56.3% -58.2%
Prothrombin Time (B) 85610 $ 49118 51 17% $ 114 1]9$ 83 $ 103 | § 117 | $ 244 | $ 47| $ 62| % 173 $ 125 | $ 110 -58.7% -53.3%
Thyroid Stimulating Hormone (TSH) (B) 84443 $ 190 |[$ 200 33% $ 237 |$ 207 $ 214 | $ 458 [ $ 269 | $ 99 | % 193 | § 224 $ 243 | $ 219 -17.9% -8.9%
Troponin, Quantitative (B) 84484 $ 174 |$ 183 17% $ 275|% 241 $ 316 | $ 214 | $ 501 | $ 76 | $ 268 | $ 367 $ 290 | $ 292 -37.1% -37.5%
Urinalysis, without microscopy (B) 81002-81003 | § 30|1$% 32 0% $ 67 |$ 40 $ 9| $ 4319 155 | § 36| 9% 74| $ 32 $ 73| $ 59 -56.9% -46.2%
Urinalysis, with microscopy (B) 81000-81001 | $ 37| $ 39 20% $ 791% 46 N/A $ 95 [ $ 162 | $ 34($ 101 | $ 46 $ 88 | $ 95 -55.7% -59.1%
Xray - Chest two views (B) 71020 $ 303|[$ 318 17% $ 458 |$ 403 $ 501 | $ 103 | § 1,023 [ $ 452 | $ 440 [ $ 366 $ 481 [ $ 446 -33.8% -28.7%
o Xray - Lower Back - four views (B) 72110 $ 551 |[$ 579 17% $ 833|% 799 $ 875 | % 198 | § 1,409 [ $ 1,023 [ $ 722 | $ 1,023 $ 875 | $ 949 -33.9% -39.0%
= MRI - Head or Brain without contrast followed by contrast (B) 70553 $ 3674 |[$ 3,858 17% $ 4907 | $ 4,660 $ 5,548 | $ 5,466 | $ 6,859 | $ 3,301 | $ 4,476 | $ 4,844 $ 5,082 | $ 5,155 -24.1% -25.2%
£ Mammography - Screening, Bilateral (B) 77057 $ 276 ||[$ 290 50% $ 321|$ 279 $ 438 [ $ 175 | $ 437 [ $ 268 N/A N/A $ 329 | $ 352 -12.0% -17.8%
2 US - OB, 14 weeks or more, transabdominal (B) 76805 $ 695| (% 730 33% $ 881|$% 873 $ 1,017 | $ 649 | $ 1,064 | $ 661 | $ 1,022 [ $ 1,022 $ 906 | $ 1,019 -19.4% -28.4%
§ US - Abdomen complete (B) 76700 $ 695|([$ 730 0% $ 1,276 | $ 1,192 $ 1,540 [ $ 1,208 | $ 1,680 [ $ 1,525 | $ 1175 [ $ 1,076 $ 1,367 | $ 1,366 -46.6% -46.6%
8 CT Scan - Pelvis, with contrast (B) 72193 $ 2122 || $ 2,228 17% $ 3224 |$ 2,732 $ 3,680 | $ 4,437 | % 5041 [ $ 1,719 | § 2,865 | $ 2,598 $ 3,390 | § 3,273 -34.3% -31.9%
o CT Scan - Head or Brain without contrast (B) 70450 $ 1394 ([$ 1,464 17% $ 2434 |$ 2,390 $ 2,851 | % 2,899 | § 3,854 | § 1,189 | § 2,304 | $ 2,476 $ 2,595 | $ 2,664 -43.6% -45.1%
CT Scan - Abdomen with contrast (B) 74160 $ 2122 || $ 2,228 17% $ 3482 |% 2,879 $ 4,086 | $ 5,079 | $ 5,508 | $ 1,719 | § 3,023 | § 2,734 $ 3,691 | $ 3,554 -39.6% -37.3%
Intensive Care Unit $ 6498 [$ 6,823 40% $ 7642 | % 6,823 $ 8,352 | § 8,976 | $ 9,184 | § 6,329 N/A $ 6,188 $ 7,806 | $ 8,352 -12.6% -18.3%
g E Medical/Surgical Unit - Private $ 2853 [$ 2,996 20% $ 3,496 | $ 3,507 $ 3,628 | $ 3,844 [ $ 4,200 | $ 2,804 N/A $ 3,507 $ 3,597 | § 3,628 -16.7% -17.4%
& & Nursery Unit $ 893]|([$ 938 0% $ 1,905 |$ 1,323 $ 1,096 N/A $ 3,570 | § 2,369 N/A $ 1,550 $ 2,146 | $ 1,960 -56.3% -52.1%
Skilled Nursing Facility $ 431 $ 453 0% $ 1,717 |$ 453 N/A $ 2,981 N/A N/A N/A N/A $ 2,981 | $ 2,981 -84.8% -84.8%
[Average of all 25 common outpatient procedures noted by (B) above | [$ 641][$ 673] [ 0% | [$ 1003]$ 933]| [$ 1,167 [ $ 1,132 [ § 1,492 [ $ 690 [ $ 931[$ 934] [$ 1,058 [ $ 1,033 | | -36.3% -34.8%
Note Reference:
(A) Level 1 - low severity - example a toothache with treatment other than a prescription, Plan B Rx.
Level 2 - low to moderate severity - minor iliness with no lab or x-ray other than a simple strep screen or UTI, abrasions, small cuts with no suturing
Level 3 - moderate severity - labs, x-rays, medications simple lacerations with sutures, simple asthma that resolves, sprains
Level 4 - moderate to high severity - IV’s for hydration, IV medications, splinting of fractures that are straight forward, simple chest pain, asthma that needs repeated breathing treatment or medications
Level 5 - high severity - traumas, transfers, Gl bleeds, overdoses, sedation for fracture reductions
B) Charge is listed in the 25 most common outpatient procedures performed in a hospital per the OSHPD web site listed below under Source.
Charge is lower than TFHD
Charge is higher than TFHD
TFHDs percentile ranking is lower than the 50th
TFHDs percentile ranking is higher than the 50th
Source: California Hospitals - Office of Statewide Health Planning and Development (OSHPD) Healthcare Information Division - Annual Financial Data - Hospital Chargemasters ( http://www.oshpd.ca.gov/Chargemaster ), charges effective 6/1/2015.

Nevada Hospitals - MedAssets, 2014 data
Charges for Tahoe Forest Hospital District are as of today.

Definitions: Median - is the middle value in a list ordered from smallest to largest.
N/A - Not Applicable or Not Available
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TAHOE FOREST HOSPITAL DISTRICT
CHARGE COMPARISON
HOSPITAL TO HOSPITAL WITH OUTPATIENT LOWER TIERED PRICING

Rate Increase Sutter Dignity Prime
Note CPT Current Effective 8/1/16 Percentile Inclusive of TFHD Barton Auburn Marshall Sierra St. Mary's 6 Hospital 6 Hospital 6 Hospital 6 Hospital
Reference Code TFHD TFHD Ranking Average Median Memorial Faith Medical Nevada Renown Regional Average Median Average % Var. Median % Var.

- Visit - Level 1 (A) 99281 $ 334 |($ 351 33% $ 445]|% 370 $ 390 | 637 | $ 706 | $ 390 | $ 323 [ $ 321 $ 461 [ § 390 -23.9% -10.0%
§ c Visit - Level 2 (A) (B) 99282 $ 567 |($ 595 0% $ 785]|8% 685 $ 652 | $ 983 | 1,119 [ $ 775 | $ 717 | $ 654 $ 817 | $ 746 -27.1% -20.2%
g 08: Visit - Level 3 (A) (B) 99283 $ 866 |(9% 909 17% $ 1,250 |$ 1,035 $ 957 | $ 1,636 | $ 1,985 | § 1,259 | $ 1,114 | $ 889 $ 1,307 | $ 1,187 -30.4% -23.4%
u&J Visit - Level 4 (A) (B) 99284 $ 139 |($ 1,469 17% $ 2,082|$ 2,065 $ 2,344 | $ 2,505 | $ 2,785 | $ 2,517 | $ 1,785 | $ 1,166 $ 2,184 | $ 2,425 -32.7% -39.4%
Visit - Level 5 (A) 99285 $ 2264 |$ 2,377 17% $ 2989 |8% 2,878 $ 3,380 | $ 3,002 | $ 3,900 | $ 3,870 | $ 2,755 | $ 1,636 $ 3,091 | % 3,191 -23.1% -25.5%

Basic Metabolic Panel (B) 80048 $ 9711 $ 102 17% $ 198|8% 147 $ 284 | $ 182 | § 112 | $ 62 |$ 203 | $ 439 $ 213 [ $ 192 -52.3% -47.0%

Blood Gas Analysis, including O, saturation (B) 82805 $ 208(|$% 218 67% $ 232|% 157 N/A $ 464 | $ 88| 9% 157 N/A N/A $ 236 | $ 157 -7.5% 39.6%
Complete Blood Count, automated (B) 85027 $ 69| 1$ 72 33% $ 110|$ 87 $ 193 | § 167 | $ 551 % 391$% 102 | $ 144 $ 117 | $ 123 -37.9% -41.1%
Complete Blood Count, with differential WBC, automated (B) 85025 $ 88| |$ 92 33% $ 133]% 110 $ 252 [ $ 141 | $ 63 |$ 4119 127 | $ 213 $ 140 | $ 134 -33.8% -31.1%

- Comprehensive Metabolic Panel (B) 80053 $ 120]1]$ 126 17% $ 218|% 201 $ 268 | $ 230 | $ 181 | $ 64 |$ 221 (% 435 $ 233 [ $ 226 -46.0% -44.2%
% Cratine Kinase (CK), (CPK), Total (B) 82550 $ 80| [$ 84 33% $ 117 |$ 94 $ 212 | $ 175 | $ 68| 9% 451 % 131 (% 104 $ 123 [ § 118 -31.4% -28.6%
5 Lipid Panel (B) 80061 $ 151 $ 159 50% $ 1958 149 $ 212 | $ 427 | $ 124 | § 83|% 139 | $ 223 $ 201 [ $ 175 -21.2% -9.6%
§ Partial Thromboplastin Time (B) 85730 $ 741 1% 78 33% $ 135|% 112 $ 197 | $ 162 | $ 64 |$ 62 |$ 147 | $ 234 $ 144 [ $ 154 -46.1% -49.7%
Prothrombin Time (B) 85610 $ 491 1$% 51 17% $ 86 | % 59 $ 103 | $ 108 | $ 55| $ 471 $ 62 |$ 173 $ 92| % 83 -43.8% -37.8%

Thyroid Stimulating Hormone (TSH) (B) 84443 $ 190]1]$% 200 50% $ 218|% 19 $ 214 | $ 458 | $ 136 | $ 9% 193 [ $ 224 $ 221 [ $ 204 -9.6% -2.1%
Troponin, Quantitative (B) 84484 $ 174 $ 183 33% $ 225|% 198 $ 316 | $ 214 | $ 149 | $ 76| $ 268 | $ 367 $ 232 [ $ 241 -21.2% -24.2%
Urinalysis, without microscopy (B) 81002-81003 | § 30|1$ 32 17% $ 49 (% 34 $ 9% 43| $ 29| $ 36|$ 74| $ 32 $ 52| $ 40 -39.6% -20.3%
Urinalysis, with microscopy (B) 81000-81001 | $ 371 1$ 39 20% $ 58| $ 43 N/A $ 88 |$ 43| $ 3413 101 | $ 46 $ 62| $ 46 -37.8% -15.5%

Xray - Chest two views (B) 71020 $ 303||$% 318 33% $ 343|8% 342 $ 501 | $ 103 | $ 223 [ $ 452 | § 440 | $ 366 $ 348 | § 403 -8.5% -21.1%

= Xray - Lower Back - four views (B) 72110 $ 551 $ 579 17% $ 799|8% 799 $ 875 | $ 198 [ $ 1175 | $ 1,023 | $ 722 | $ 1,023 $ 836 | $ 949 -30.8% -39.0%
'@ MRI - Head or Brain without contrast followed by contrast (B) 70553 $ 3674 (9% 3,858 17% $ 4672|$ 4,660 $ 5548 | $§ 5,466 | $ 5211 | $ 3,301 $ 4476 | $ 4,844 $ 4,808 [ $ 5,028 -19.8% -23.3%
£ Mammography - Screening, Bilateral (B) 77057 $ 276||$ 290 50% $ 321|§% 279 $ 438 | $ 175 | $ 437 | $ 268 N/A N/A $ 329 | $ 352 -12.0% -17.8%
2 US - OB, 14 weeks or more, transabdominal (B) 76805 $ 695]1|$% 730 33% $ 845|% M1 $ 1,017 | $ 649 [ $ 813 | $ 661 [ $ 1,022 | $ 1,022 $ 864 | $ 915 -15.5% -20.2%
§ US - Abdomen complete (B) 76700 $ 695 $ 730 0% $ 1,221 |$ 1,192 $ 1,540 | $ 1,208 | $ 1,294 | $ 1,525 | $ 1175 | $ 1,076 $ 1,303 | $ 1,251 -44.0% -41.7%
2 CT Scan - Pelvis, with contrast (B) 72193 $ 2122 | ($ 2,228 17% $ 2979 |8% 2,732 $ 3,680 | $ 4437 | $ 3,327 | $ 1,719 | $ 2,865 | $ 2,598 $ 3,104 | $ 3,096 -28.2% -28.0%
a CT Scan - Head or Brain without contrast (B) 70450 $ 1394 ]1]$% 1,464 17% $ 2,265|$ 2,390 $ 2,851 | $ 2,899 | $ 2,673 | $ 1,189 | 2,304 | $ 2,476 $ 2,399 [ $ 2,575 -39.0% -43.1%
CT Scan - Abdomen with contrast (B) 74160 $ 2122 | ($ 2,228 17% $ 3241]8% 2879 $ 4,086 | $ 5079 | $ 3817 | $ 1,719 | $ 3,023 | $ 2,734 $ 3,410 | $ 3,420 -34.7% -34.9%
Intensive Care Unit $ 6498 ||$% 6,823 40% $ 7642 |$ 6,823 $ 8,352 | § 8,976 | $ 9,184 | $ 6,329 N/A $ 6,188 $ 7,806 | $ 8,352 -12.6% -18.3%

g § Medical/Surgical Unit - Private $ 2853 ||$% 2,996 20% $ 3,496 |$ 3,507 $ 3,628 | $ 3,844 | $ 4,200 | $ 2,804 N/A $ 3,507 $ 3,597 | $ 3,628 -16.7% -17.4%
g Nursery Unit $ 893|189 938 0% $ 1905|$ 1,323 $ 1,096 N/A $ 3,570 | $ 2,369 N/A $ 1,550 $ 2,146 | $ 1,960 -56.3% -52.1%
Skilled Nursing Facility $ 431 $ 453 0% $ 1,717 | $ 453 N/A $ 2,981 N/A N/A N/A N/A $ 2,981 | $ 2,981 -84.8% -84.8%

[Average of all 25 common outpatient procedures noted by (B) above | [ 641][$ 673 [ 0% | [$ 938[% 933] [$ 1,167 [ $ 1,128 [ $ 1,041]$ 690 [ $ 931[$ 934] [$ 982 [$ 988 | | -31.4% -31.8%

© ©
(©)

Note Reference:

(G

)
©
()

Source:

Definitions:

Level 1 - low severity - example a toothache with treatment other than a prescription, Plan B Rx.

Level 2 - low to moderate severity - minor illness with no lab or x-ray other than a simple strep screen or UTI, abrasions, small cuts with no suturing

Level 3 - moderate severity - labs, x-rays, medications simple lacerations with sutures, simple asthma that resolves, sprains

Level 4 - moderate to high severity - IV’s for hydration, IV medications, splinting of fractures that are straight forward, simple chest pain, asthma that needs repeated breathing treatment or medications
Level 5 - high severity - traumas, transfers, Gl bleeds, overdoses, sedation for fracture reductions

Charge is listed in the 25 most common outpatient procedures performed in a hospital per the OSHPD web site listed below under Source.
Facility has different tiered pricing for Inpatient and Outpatient. Pricing for Laboratory reflects the Outpatient pricing.
Facility has different tiered pricing for Inpatient and Outpatient. Pricing for Diagnostic Imaging reflects the Outpatient pricing.

Charge is lower than TFHD
Charge is higher than TFHD

TFHDs percentile ranking is lower than the 50th
TFHDs percentile ranking is higher than the 50th

California Hospitals - Office of Statewide Health Planning and Development (OSHPD) Healthcare Information Division - Annual Financial Data - Hospital Chargemasters ( http://www.oshpd.ca.gov/Chargemaster ), charges effective 6/1/2015.

Nevada Hospitals - MedAssets, 2014 data
Charges for Tahoe Forest Hospital District are as of today.

Median - is the middle value in a list ordered from smallest to largest.
N/A - Not Applicable or Not Available
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TAHOE FOREST HOSPITAL DISTRICT

PERCENT OF GROSS REVENUE BY PAYOR

INPATIENT
Medicare
Medi-Cal
County
Other
Commercial

OUTPATIENT
Medicare
Medi-Cal
County

Other
Commercial

TOTAL
Medicare
Medi-Cal
County
Other
Commercial

Zs

BUDGET  YTDMAY  BUDGET
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2016 2017
32.5% 36.6% 32.9% 31.4% 30.1% 31.2% 31.1% 32.2% 33.0% 33.7% 33.5% 36.4% 36.3% 34.8% 35.6%
19.2% 14.9% 14.4% 18.2% 18.5% 19.8% 18.3% 17.5% 18.8% 17.8% 18.3% 24.2% 26.6% 22.4% 22.0%
0.2% 0.6% 0.5% 0.9% 0.1% 0.6% 0.3% 1.2% 1.2% 3.5% 2.0% 0.0% 0.0% 0.0% 0.0%
7.9% 8.7% 8.9% 7.4% 8.0% 6.3% 7.6% 5.8% 6.6% 6.3% 6.2% 2.6% 2.0% 2.5% 3.1%
40.1% 39.1% 43.4% 42.1% 43.3% 42.1% 42.6% 43.3% 40.5% 38.8% 39.9% 36.8% 35.1% 40.3% 39.3%
BUDGET  YTD MAY  BUDGET
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2016 2017
19.4% 20.8% 22.6% 24.2% 25.5% 28.4% 29.7% 31.6% 32.4% 32.6% 34.7% 35.4% 36.4% 33.6% 33.9%
5.2% 4.7% 4.7% 6.3% 5.7% 6.5% 7.1% 8.1% 9.8% 9.1% 10.5% 14.8% 14.8% 16.6% 15.7%
0.3% 0.2% 0.5% 0.2% 0.2% 0.1% 0.2% 0.1% 0.3% 2.3% 1.0% 0.0% 0.0% 0.0% 0.0%
16.7% 17.0% 13.9% 9.2% 8.1% 8.9% 8.3% 7.6% 7.5% 8.0% 6.4% 4.5% 4.6% 3.9% 4.0%
58.4% 57.3% 58.2% 60.1% 60.5% 56.2% 54.7% 52.5% 50.0% 48.0% 47.4% 45.4% 44.2% 46.8% 46.4%
BUDGET YTDMAY  BUDGET
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2016 2017
25.4% 28.4% 27.5% 27.3% 27.4% 29.5% 30.3% 31.9% 32.6% 33.0% 34.3% 35.7% 36.3% 34.0% 34.4%
11.6% 9.6% 9.3% 11.4% 10.9% 11.6% 11.5% 11.7% 13.3% 12.1% 13.1% 17.9% 18.7% 17.6% 17.5%
0.3% 0.4% 0.5% 0.5% 0.1% 0.3% 0.2% 0.6% 0.6% 2.7% 1.3% 0.0% 0.0% 0.0% 0.0%
12.7% 13.0% 11.5% 8.4% 8.1% 7.9% 8.0% 6.9% 71% 7.4% 6.4% 3.8% 3.7% 3.5% 3.7%
50.1% 48.5% 51.2% 52.4% 63.5% 50.7% 50.0% 48.9% 46.3% 44.8% 44.9% 42.5% 41.2% 44.9% 44.3%
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Tahoe Forest Hospital District
Deductions from Revenue

Deductions from Revenue have been budgeted at $108.3 million for FY 2017,
representing an increase of $17.0 million from projected FY 2016 and an $11.5 million
increase over budget FY2016. The rise in our Deductions from Revenue is attributed to
the increase in budgeted Gross Revenue in FY 2017, accounting for marginal shifts in
our payor mix as a result of Healthcare Reform and expansion of the Medi-Cal program
and decreases in our Medicare, Medi-Cal and Commercial Insurance rates in FY 2017.
Our Medicare Inpatient reimbursement has fluctuated throughout the first eleven
months of FY 2016, representing an overall decline in Inpatient reimbursement of 12.3%
since the beginning of the fiscal year. At the end of May 2016, the TFH Medicare
outpatient rate decreased by 1% since the beginning of the fiscal year. For incline
Village Community Hospital, our Medicare inpatient and outpatient rates remained the
same from the beginning of the fiscal year. In regards to Medi-Cal, our Skilled Nursing
Facility rate remained consistent for FY 2016 and swing bed reimbursement increased
by 4.7%. We have also planned for cuts in our Inpatient Commercial Insurance
reimbursement rates as a result of the state health insurance exchanges.

As a percentage of gross revenue, our Deductions from Revenue are 46.0%, which is
higher when compared to projected FY 2016’s 43.7%. The increase relates to shifts in
our payor mix, decreases to our Inpatient and Outpatient Medicare and Inpatient
Commercial contractual reimbursement rates. We are seeing the positive variance in FY
2016 Bad Debt leveling in the past two months so have budgeted appropriately for FY
2017.

Charity Care is a component of Deductions from Revenue and has been budgeted at
3.5% of gross revenue totaling $8.3 million and Bad Debt has been budgeted at 1.5% of
gross revenue or $3.5 million. We believe these percentages represent a more realistic
view of what we will observe in FY 2017 now that our Revenue Cycle has steadied in
FY 2016.

A summary page of our contractual allowance percentages is presented on the
following page.
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Tahoe Forest Hospital District

Analysis of Contractual Allowance Percentages

FY 2017 Budget

Inpatient Medicare
Outpatient Medicare
Inpatient Medi-Cal
Outpatient Medi-Cal
Inpatient County Indigent
Outpatient County Indigent
Inpatient Commercial
Outpatient Commercial
Inpatient Other

Outpatient Other

Charity as a percent of Gross Revenue

As a Percent of Gross Revenue

FY 2016 Budget

Inpatient Medicare
Outpatient Medicare
Inpatient Medi-Cal
Outpatient Medi-Cal
Inpatient County Indigent
Outpatient County Indigent
Inpatient Commercial
Outpatient Commercial
Inpatient Other

Outpatient Other

Charity as a percent of Gross Revenue

As a Percent of Gross Revenue

Contractual
Allowances

$ 13,770,696
33,426,229
6,572,526
23,485,732

5,042,829
14,189,654
893,617
2,632,115
8,252,435

$ 108,265,833

46%

Contractual
Allowances

$ 15,179,750
26,548,014
8,541,889
18,348,128

41,519
4,568,952
11,803,640
1,370,537
3,610,708
6,770,108

$ 96,783,245

47%
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Tahoe Forest Hospital District
Resource Allocation/FTE’s

Management has budgeted an overall increase of 34.85 FTEs when compared to
projected FY 2016, and a 36.01 FTE increase when compared to the budgeted FY 2016

FTEs.

Increases in our FTEs for FY 2017 are related to additional staffing requirements
identified for the Multi-Specialty Clinics due to planned growth and the addition of
physicians, staffing positions that were filled through registry agencies and consulting
firms in the current fiscal year, development in the Surgical Service lines, continued
growth in the Cancer Center, increasing regulatory requirements, staffing needs once
the final phase of the Measure C Buildings are brought on-line, Informatics personnel
required for the Information Systems conversion, and enhancements to our Initiative
Programs, such as the Wellness Neighborhood and the new Medi-Cal PRIME Project.

The “Total FTE Summary” following this narrative reflects the allocation of FTE

resources as was discussed in the “Statement of Revenue and Expense” summary

under “Salaries, Wages and Benefits”.

The approximate overall net increase for FY 2017 as compared to Projected FY 2016 is

outlined below:

Additional FTEs added to Programs or Services:

Surgical Services 1.08
Pharmacy Overhead T7
Materials Management 1.12
Engineering 2.35
Housekeeping 2.01
Information Technology 5.26
Human Resources and Education .65
Quality .56
Community Case Management 3.02
Hospice & Hospice Thrift Stores .56
Cancer Center .89
Occupational Health and TFH Health Clinics 37
Multi-Special Clinics and MSC Support 12.98
Retail Pharmacy .80
Center Operations 3.23
Wellness Neighborhood and Community Health 94
Medi-Cal PRIME Project 2.10
IVCH Admitting 45
IVCH Medical Records 79
IVCH Administration .93
IVCH Foundation .76
IVCH Clinic .33
Ski Aid Stations 74
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Tahoe Forest Hospital District
Resource Allocation/FTE’s

FTE Decreases to Core Staffing Levels:
Emergency Department 1.46
Revenue Cycle (incl Patient Financial Services & Patient Registration) 57
Medical Records .50
Nursing Administration 3.85
IVCH Emergency Department 41
Home Health 41
Capitalized Labor — System Upgrades .83
Total 34.66

It is important to note that the increase in our FTEs over the last several years has been
due to thoughtful and deliberate enhancements in programs and services provided at
Tahoe Forest Hospital District as well as staying abreast of ever increasing regulatory
requirements.

Management intends to use its discretion to appropriately balance the projected FTE
requirements for FY 2017 with the financial well-being of the District.
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Tahoe Forest Hospital District
Statement of Cash Flows

The District is projecting that as of June 30, 2017 we will have approximately $59.9
million in unrestricted cash available for the Days Cash on Hand calculation, which
represents 169 days.

According to rating information provided by S&P called “U.S. Not-For-Profit Health Care
Stand-Alone Ratios Signal Continued Stability Through Next Year Despite Industry
Pressures”, dated September 1, 2015, the following represent median ratios for Days
Cash on Hand (DCOH) by rating:

AA+ 402 DCOH
AA- 359 DCOH
A+ 316 DCOH
A 273 DCOH
A- 203 DCOH
BBB+ 208 DCOH
BBB 151 DCOH
BBB- 142 DCOH

S&P previously included TFHD in the category of “Small Hospitals”, which represented
organizations with less than $90 million in annual net patient revenue. We no longer
meet this criteria and would be included in the “Stand-Alone Hospitals” category going
forward. We concluded our last annual review with S&P in May 2015, with affirmation of
our BBB- rating, but with a revised outlook from stable to negative. Due to the
refinancing of the 2006 Revenue Bond, we are no longer “required” to be reviewed by
S&P. However, this would deviate from the refreshed Board Finance Policy discussed
in the Executive Summary and we would recommend continuing with the rating agency.
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TAHOE FOREST HOSPITAL DISTRICT

STATEMENT OF CASH FLOWS
PROJECTED BUDGET BUDGET BUDGET BUDGET BUDGET
FYE 2016 FYE 2017 1ST QTR 2ND QTR 3RD QTR 4TH QTR
Net Operating Rev/(Exp) - EBIDA $ 14,392,063 $ 8,354,249 $ 2964780 § 1,394,954 § 3,062,467 $ 932,048
interest Income 129,230 249,285 70,290 48,762 60,097 70,136
Property Tax Revenue 6,114,475 5,682,000 310,000 78,000 3,020,000 2,274,000
Donations 749,142 1,023,000 50,000 90,000 405,000 478,000
Debt Service Payments (3,441,271) (3,568,341) (1,229,087) (725,083) (889,087) (725,083)
Bank of America - 2012 Muni Lease (1,243,649) (1,243,644) (310,911) (310,911) (310,911) (310,911)
Copier (8,759) (11,520) (2,880) (2,880) (2,880) (2,880)
2002 Revenue Bond (483,555) (668,008) (504,004) - (164,004) -
2015 Revenue Bond (1,705,308) (1,645,169) (411,292) (411,292) (411,292) (411,292)
Physician Recruitment (263,769) (120,000} (30,000) (30,000) (30,000) (30,000)
Investment in Capital
Equipment (1,356,460) (1,262,750) (980,250) (275,000} (7,500) -
Municipal Lease Reimbursement 1,319,139 979,000 - 979,000 - -
GO Bond Project Personal Property (272,112) (279,000) (279,000) - - -
IT (967,925) (297,578) (297,578) - - -
Building Projects (1,919,604) (4,315,500) (1,362,500) (1,609,000) (709,000) (635,000)
Health Information/Business System (91,014) (7,000,000) (1,000,000) (2,000,000) (2,000,000) (2,000,000)
Capital Investments
Properties (10,000) (2,794,000) (2,365,000) - (429,000) -
Measure C Scope Modifications - (2,476,716) (2,026,716) (450,000) - -
Change in Accounts Receivable 2,290,330 | N1 (2,183,288) (2,818,774) 131,796 (210,814) 714,505
Change in Settlement Accounts 2,755,633 | N2 1,175,000 (1,678,000) 3,038,000 (435,000) 250,000
Change in Other Assets (3,876,764)| N3 (890,622) (704,442) (469,762) 6,718 276,864
Change in Other Liabilities 209,725 | N4 (320,000) (400,000) 280,000 (800,000) 600,000
Change in Cash Balance 15,760,818 (8,045,261) (11,776,277) 481,666 1,043,881 2,205,470
Beginning Unrestricted Cash 52,227,897 67,988,715 67,988,715 56,212,438 56,694,104 57,737,985
Ending Unrestricted Cash 67,988,715 59,943,454 56,212,438 56,694,104 57,737,985 59,943,454
Expense Per Day 335,971 355,605 356,998 354,759 357,131 355,605
Days Cash On Hand 202 169 157 160 162 169
Footnotes:
N1 - Change in Accounts Receivable reflects the 30 day delay in collections.
N2 - Change in Settlement Accounts reflect cash flows in and out related to prior year and current year Medicare and Medi-Cal settlement accounts.
N3 - Change in Other Assets reflect fluctuations in asset accounts on the Balance Sheet that effect cash. For example, an increase in prepaid
expense immediately effects cash but not EBIDA.
N4 - Change in Other Liabilities reflect fluctuations in liability accounts on the Balance Sheet that effect cash. For example, an increase in accounts
payable effects EBIDA but not cash.
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Tahoe Forest Hospital District
Capital Expenditures

The District has limited capacity to fund all capital expenditure requests for FY 2017.
Requests totaled $23.7 million. After much review and cash flow projections, we
recommend approval for $18.4 million. Of the $18.4 million, $16.9 will be funded
through operations and cash reserves, $913,000 from the remaining municipal lease
proceeds, and $559,000 will be funded by donations. On the following pages is a
complete list of capital requests for FY 2017. Of this list, only the items listed as
mission critical were recommended for approval as the 2017 Capital Budget:

1. Equipment - $1,262,750

2. IT Computer/Software - $297,578

3. Health Information (EMR)/Business Systems - $7,000,000

4. Building projects - $4,315,500

5. GO Bond Project Personal Property (not funded by Measure C) - $279,000

6. Measure C Scope Modifications not funded by Measure C - $2,476,716

7. Property Investment - $2,794,000
It is recommended that District management be provided the discretion to prioritize and
approve any capital item request, provided the cash position of the District reflects the
ability to due so and as long as it's within the scope described above.

In addition, we have included the District’s multi-year capital plan through FY 2020.
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Tahoe Forest Hospital District
Capital Budget Funding Source
FY 2017

Total
Funded by Capital
Operations Budget
Total Capital Requests:

TFH Equipment $ 2,592,600 $ 3,474,050
IVCH Equipment 399,250 399,250
TCHSP Equipment 35,500 67,000
TFH Computer/Software 746,572 746,572
IVCH Computer/Software 6,000 6,000
TCHSP Computer/Software - -
HIS Project 7,000,000 7,000,000
TFH Projects - Construction/Remodel/Etc 2,718,300 - - 2,718,300
IVCH Projects - Construction/Remodel/Etc 3,166,000 - 559,000 3,725,000
TCHSP Projects - Construction/Remodel/Etc 60,000 - - 60,000
GO Bond Project Personal Property 279,000 - - 279,000
Property Investment 2,794,000 - - 2,794,000
GO Bond Measure C Completion 2,476,716 - - 2,476,716

Total $ 22,273,938 $ 912,950 §$ 559,000 $ 23,745,888

Recommended Approved 2017 Capital Budget:

TFH Equipment 3 286,300 $ 881,450 $ -3 1,167,750
IVCH Equipment 63,500 - - 63,500
TCHSP Equipment - 31,500 - 31,500
TFH Computer/Software 297,578 - - 297,578
IVCH Computer/Software - - - -
TCHSP Computer/Software - - - -
HIS Project 7,000,000 - - 7,000,000
TFH Projects - Construction/Remodel/Etc 1,631,500 - - 1,531,500
IVCH Projects - Construction/Remodel/Etc 2,225,000 - 559,000 2,784,000
TCHSP Projects - Construction/Remodel/Etc - - - -
GO Bond Project Personal Property 279,000 - - 279,000
Property Investment 2,794,000 - - 2,794,000
GO Bond Measure C Completion 2,476,716 - - 2,476,716

Total $ 16,953,594 $ 912,950 $ 559,000 § 18,425,544
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Tahoe Forest Hospital District
Cash Flow Schedule of 2017 Capital Budget

Recommended Approved 2017 Capital Budget:

TFH Equipment
IVCH Equipment
TCHSP Equipment

TFH Computer/Software
IVCH Computer/Software
TCHSP Computer/Software

HIS Project

TFH Projects - Construction/Remodel/Etc
{VCH Projects - Construction/Remodel/Etc
TCHSP Projects - Construction/Remodel/Etc
GO Bond Project Personal Property
Property Investment

GO Bond Measure C Completion

Total

FY 2017 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter

$ 1,167,750 | § 910,750 | $ 249,500 | $ 75008 -

63,500 38,000 25,500 - -

© 31,500 31,500 - - -

297,578 297,578 - - -

7,000,000 1,000,000 2,000,000 2,000,000 2,000,000

1,531,500 241,500 220,000 535,000 535,000

2,784,000 1,121,000 1,389,000 174,000 100,000

279,000 279,000 - - -

2,794,000 2,365,000 - 429,000 -

2,476,716 2,026,716 450,000 - -

$ 18,425544 |3 8,311,044 | $ 4,334,000 | 8 3,145500 | $ 2,635,000
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Tahoe Forest Hospital District
Ratio Analysis and Financial Forecasts

Within this section you will find the District Standard and Poor’s ratio calculations since
2009 through Budget 2017, the Median Ratios for the Stand- Alone Hospitals ranging
from BBB- to AA+, and the definitions of each ratio (how it’s calculated, what it means
and if the trend should be up or down).

Also in this section you will find two 10 year forecasts for Tahoe Forest Hospital
District’'s Statement of Cash Flows. The forecasts demonstrates what the District’s cash
position would look like based upon EBIDA amounts, pressure from future capital
investment requirements, and the impact of whether or not the District chooses to take
on additional debt. These forecasts were created in order to outline the importance of
growing our Operating Margin and Excess Margins as outlined in the Executive
Summary supported by our refreshed Board Finance Policy.
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TAHOE FOREST HOSPITAL DISTRICT
STATEMENT OF CASH FLOWS
10 YEAR FINANCIAL FORECAST

10.

11.

12.

13.

Net Operating Rev/(Exp) — EBIDA:
Reflects specific targeted EBIDA amounts.

Interest Income:
Reflects a gradual increase in our interest rate from 0.50% up to .90%. This calculation is based
upon the Ending Unrestricted Cash at the end of each previous fiscal year.

District and County Taxes:
Reflects a 3.5% increase each year beginning in Forecasted 2018. This excludes GO Bond tax
revenues as these funds will be used directly for the related debt service payments.

Donations:
Amounts reflected represent a consistent flow of funding from TFHSF and pledge receipts from
IVCHF. This is a conservative view.

Debt Service Payments:

Represent the principal and interest payments on our existing debt. Our remaining Municipal
Lease will be paid off in FY 2018. In addition, in our other scenario we have incorporated a new
debt line starting in FY 2018 representing $13 million to be paid over 15 years to help fund some
of the large capital investment projects listed.

Physician Recruitment.
Includes amounts for the present recruitment agreements and for future recruitment agreements
related to specialty physician positions.

Investment in Capital:
Incorporates aspects of the Capital Budget for 2018 through 2020 as presented in the “Capital
Expenditures” section. After 2020 we utilized basic estimates.

Capital Investments:
Incorporates in years 2018 through 2023 possible investments in Properties, Phase 2 Master
Planning, remodeling the vacated old OB location, and Orthopedics.

Change in Accounts Receivable:
Represents the value difference of what represents 30 Days in Accounts Receivable.

Change in Settlement Accounts:
Represents a minimal amount for 2018 through 2028 as the District continues to strive toward
accurately estimating settlement balances and minimizing audit impacts.

Change in Other Assets:
Represents the changes in other accounts receivable accounts, which is minimal.

Change in Other Liabilities:
Represents the inherit increases we will see each year in our Payroll and Benefit Liabilities and
Accounts Payable due to foreseen inflation factors.

Expense Per Day:
Represents the cost per day to operate the District. Each year reflects a 2.5% inflation increase.
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Tahoe Forest Hospital District

Board of Directors Meeting Evaluation Form

Date:

Exceed Meets Below
Expectations Expectations Expectations

Overall, the meeting agenda is clear and includes

1 e Meeting ag arane 5 4 3 2 1
appropriate topics for Board consideration
The consent agenda includes appropriate topics and

2 8 pproP . 5 4 3 2 1
worked well
The Board packet & handout materials were sufficientl

3 pac’ , Y 5 4 3 2 1
clear and at a ‘governance level

4 [Discussions were on target 5 4 3 2 1

5 |Board members were prepared and involved 5 4 3 2 1

6 | The education was relevant and helpful 5 4 3 2 1

7 |Board focused on issues of strategy and policy 5 4 3 2 1

8 |Objectives for meeting were accomplished 5 il 3 2 1

9 | Meeting ran on time 5 4 3 2 1

Please provide further feedback here:

G:\Admin\BoardofDirectors\Forms\MeetingEvaluationForm
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