Beaufort Memorial

FINANCE COMMITTEE OF THE BOARD OF TRUSTEES

AGENDA

April 22,2019
1. Approval of Minutes
= March 25, 2019

2. Final Audit Presentation —Phone Presentation by DHG

3. Financial Statements



BEAUFORT MEMORIAL HOSPITAL BOARD OF TRUSTEES
FINANCE COMMITTEE — OPEN SESSION

Minutes — March 25, 2019

PRESENT: Bill Himmelsbach (Chair); David Tedder; Dave House; Kathy Cooper; Kathryn
McDonagh, Ph.D.; Faith Polkey, M.D.; Russell Baxley, Ken Miller; Karen Carroll; Kurt
Gambla, D.O.; Brian Hoffman; Allison Coppage; Debbie Schuchmann; Chris Ketchie; Paul
Sommerville, Courtney McDermott; Daniel Mock; Cindy Gibson and Anna Sobiech

Absent: Sarah Dyson; Stephen Larson, M.D.; Bill Spearman, M.D; Laurie Martin; Susan Roos;
and Shawna Doran

CALL to ORDER: Mr. Himmelsbach called the meeting to order at 7:30 a.m.

APPROVAL of MINUTES — February 25, 2019: Mr. Tedder made a motion, which was
seconded by Dr. McDonagh, to approve the minutes of the February 25, 2019 meeting.
Unanimous approval.

DHG Audit Updated: Mr. Miller reported that the South Carolina Pension information was
received Thursday, March 21, 2019. The audit report will be provided by Mike Kelly, CPA of
Dixon Hughes Goodman, LLP [DHG] by phone at the April Finance Meeting and a final
presentation will be made to the Board at the April meeting. Mr. Miller confirmed that this delay
will not affect the bond covenants. He indicated that two factors could contribute to the audit:
BMH was over-accrued by $250K in its gain share and, secondly, a letter was received from
Medicaid regarding the 2014 Disproportionate Share Hospital [DSH] relating to assumptions and
redistributions. Mr. Miller has a scheduled meeting with the DHG consultant regarding the
notification and how it gets handled.

FINANCIAL STATEMENTS

Mr. Miller provided highlights of the Financial Statements. He reported that February volumes
were relatively strong which were led by outpatient volumes and surgical procedures. Acute
discharges were at 675 (under budget and below last year). Adult patient days were 3,339. The
case mix index increased to 1.53 and year-to-date [YTD] at 1.51. Deliveries were at 59.
Emergency Room visits decreased. Outpatient registrations were above budget and prior year.
Endoscopy, Lab, Imaging, Respiratory Therapy, Adult Rehab and Cardiac Rehab all were above
budget and prior year. Observation days were at 332 (below prior year).

Patient revenue for February was $70.6M. Total operating revenue for February was $18.3M
(above prior year and budget). Outpatient factor at 3.49 remained strong. Net to gross
percentage was 25.9% on a budget of 26.3%. Uncompensated care (bad debt and charity
combined) was $4.2M. The percentage of gross revenue was 6%. Payer mix experienced a
slight movement towards Medicare. The average length of stay [ALOS] for February was 5.1.
Cash to net decreased to 93.3% and YTD at 98.3%. BMH funded $1.5M into the micro hospital
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land purchase. Days in AR improved slightly with gross days at 51.8 and net days at 41.7.
February had less work days.

Expenses for February were at $18.3M. Salary expenses came in on budget at $7.4M; however,
contract labor was higher than budget. FTE’s were at 1,360. February’s FTE/AOB was slightly
higher than the budgeted 3.9. Benefit expenses remained consistent with budget. The Group
Health expense was below $1M. Supplies, on a net per adjusted admission, remained above
budget and prior year. Purchased services increased due to terminating old BPP EMRs.

Net Income for February was $580K (above budget and prior year). YTD net income was
$3.4M on a budget loss of ($876K) and an actual budget variance of $4.3M. Total EBITDA for
February was $1.3M for a 7.2% EBITDA and YTD EBITDA was $7.3M on a budget EBITDA
of $3.8M. YTD actual to budget variance for net income was $3.5M.

Days cash on hand decreased from 166 days to 162 days. The debt service on a rolling 12
months basis (TD Bank) was 6.51 on a target of 1.2. Debt to cap was 24.7% and cash to debt
was 1.83.

Discussion ensued regarding cash on hand.

Mr. Miller stated that the audit report will be provided by Mike Kelly, CPA of Dixon Hughes

Goodman, LLP [DHG] by phone at the April Finance Meeting and a final presentation will be
made to the Board at the April meeting.

ADJOURN: The meeting adjourned at 8:07 a.m.

Respectfully submitted,

Bill Himmelsbach, Chair
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Beaufort Memorial Hospital (Consolidated)
March 2019 Operating Results Overview

Volume Analysis:

* Atthe end of the second quarter inpatient volumes are below prior year however outpatient volumes
remain strong.

e Acute discharges were 744, budget was 819 and last year was 768. Year to Date (YTD) we are at 4,345
discharges which is below both budget and prior year.

e Adult Patient days were 3,542 compared to 3,565 last year and 3,479 budget. YTD we are at 20,069
which is also below budget and prior year.

e Case mix dropped slightly again from 1.53 to 1.51, YTD we are at 1.51 with a budget of 1.46 and prior
year of 1.47.

* Average length of stay (ALOS) YTD is up slightly at 4.62 compared to 4.53 last year, budget was 4.25.
Although ALOS is up 2.0%, Case mix is up 2.7% therefore the increase to prior year is less than expected
given severity of our admissions.

e Other primary indicators were as follows:

o Deliveries were 70 which was below last year and budget. YTD we are at 446 which is also
below budget and prior year.

o Emergency Room visits were 4,508 which is above last year but below budget. YTD we are at
26,391 ER visits which is also below budget and prior year.

o Outpatient Registrations were 15,802 which was below budget but above prior year. YTD we
are at 93,306 Outpatient Registrations which is slightly below budget of 94,283 but 11.0%
above prior year.

o Observation Days at 431 continue above budget and below prior year. YTD we are at 2,351
Observation Days which is 17.2% above budget and 26.9% above prior year.

* YTD OP areas above both budget and prior year were Endoscopy, Lab, Pathology, Ultrasound, CT,
Women’s Imaging, Cath Lab, Respiratory Therapy, Neurology, Ortho and Cardiac Rehab as well as all OP
areas in Bluffton.

e Surgical volumes were 785, budget was 778, and prior year was 777. YTD we are at 4,425 cases which
is slightly below budget but above prior year by 5.0%.

e Areas of improvement in Surgery are ENT, General Surgery, Gl, Orthopedics and Urology.

e Beaufort Physician Practices had 18,951 visits, YTD they are at 114,914 visits which is 26.3% above
budget and 45.3% above prior year. Practices above both budget and prior year are Beaufort and
Lady’s Island Primary Care, Express Care, Ortho Specialists, Low Country Bone and Joint, Harrison
Peebles, Cardiology, OB/GYN and KCC.

Revenue:

e Patient Revenue was $73.5M, Prior Year was $73.5M and budget was $74.9M. YTD we are at $430.5M
which is $3.1M below budget but $12.9M above prior year.

* Total Operating Revenue was $20.0M which was above both budget and prior year. YTD we are at
$115.4M on a budget of $113.9M and prior year of $110.0.

e Outpatient Factor decreased from 3.49 to 3.38, YTD we are at 3.42 compared to a prior year was of
3.17 and budget of 3.26.
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* Net to Gross percentage was 27.3% with a budget of 26.3% and prior year of 26.7%. YTD we are at
26.8% which is above budget and prior year both of which were 26.3%.

e Total Uncompensated Care remained at $4.2M, YTD we have provided $25.8M in uncompensated care
or 6.0% of our Total Gross Revenue. This is below both budget and prior year of $30.8M and $29.5M
and 7.1% of Total Gross Revenue.

e Atthe end of the second quarter we continued to see payer mix move from Self Pay and Medicaid to
Medicare.

e Cash collections were very strong for the month, cash to net for the month increased to 116.1% of the
average of the prior two month net revenue and Days in AR improved as well with gross days at 47.8
and net days dropping below 40 to 36.6.

*  YTD cash we are at 101.3% or $1.5M above the average of the prior two month net revenue and
102.1% or $2.4M of the prior month net revenue.

Expenses:

e Expenses for the month were $19.2M compared to a budget of $20.2M and prior year of $17.9M. YTD
Operating Expenses were $114.1M which was below budget but above prior year.

e Salary expenses were $7.6M compared to a budget of $8.3M and a prior year of $7.4M. YTD we are at
$46.4M compared to a budget of $48.7 and Prior year of $44.8M.

e Contract Labor for the year is at $1.2M compared to a budget of $441k and prior year of $175k.

° FTEs decreased from 1,361.4 to 1,338.7, Prior Year was 1,348.7 and budget was 1,427.8.

e FTE/AOB also decreased to 3.82 compared to a budget of 3.90 and a prior year of 3.54.

e Benefit expense was $2.4M compared to a budget of $2.6M and prior year of $2.4M. YTD we are at
$14.9M compared to a budget of $15.0M and prior year of $14.3M. A

* Group Health remained below $1.0M for the month of March which is the third month in a row for this
to occur.

e Supplies were $4.1M was above budget and above prior year. YTD we are at $24.2M on a budget of
$23.0M and prior year of $21.3M. Supplies continue to be driven by Implants and Chemotherapy
Drugs.

Profitability:

e BMH had a Net Income of $1.2M; budget was a ($181k) loss and prior year was $1.8M profit.

° YTD Net Income is $4.6M with a budgeted loss of ($1.1M) for an Actual to Budget variance of $5.7M.

e Prior YTD Net Income was $2.7M for an Actual to Prior year variance of $1.9M.

e Total EBITDA for BMH for the month was $2.0M for a 9.7% EBITDA margin compared to budget of
$791k and 3.9% EBITDA margin and a prior year EBITDA of $2.6M and a 13.3% margin.

e YTD EBITDA is $9.3M with a budgeted EBITDA of $4.5M for an Actual to Budget variance of $4.7M.

e Prior YTD EBITDA was $7.8M for an Actual to Prior year variance of $1.5M

e Days Cash increased to 169.1 (100 day target), Debt Service on a rolling 12 month basis was 6.31 (1.20
target) Debt to Capitalization was 24.6% (target being less than 65%) and the new covenant of Cash to
Debt was 1.90 (target of 1.0).
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Beaufort Memorial Hospital

Mar 2019 Consolidated Summary Balance Sheet

ASSETS

CASH

Investments

Patient Receivables - Hospital
Allowance - Hospital AR
Patient Receivables-Physician
BPP AR PHYS REC
Allowance-Phys Office AR
BPP ALLOW PHYS RECV
Other Receivables

Cost Report Rec/(Pay)
Intercompany Rec/(Pay)
Inventory

Prepaid Expenses

TOTAL CURRENT ASSETS

Property & Equipment
Accumulated Depreciation
Other Non-current Assets
Goodwill

Deferred Pension Cost
Investment in Affiliate

TOTAL ASSETS

LIABILITIES

ACCOUNTS PAYABLE

ACC SALARIES & WAGES
ACC VACATION

CURRENT PORTION LT DEBT
OTHER ACCRUED EXPENSES

TOTAL CURRENT LIABILITIES
Bonds Payable

OTHER LT LIABILITIES

TOTAL LIABILITIES

General Funds
Restricted Funds
Accumulated Earnings

TOTAL LIABILITIES AND FUND BALANCE

237,286,859

215,278,756

Sep-17 Sep-18 Mar-19
47,422,658 62,291,880 62,855,254
42,210,656 43,131,845 45,183,269
94,738,556 100,326,692 109,240,098
(73,305,853) (77,501,451) (87,215,872)
11,034,956 6,980,696 7,337,282

1,910,970 481,728 648,527
(3,479,734) (2,227,953) (1,805,091)
(5,713,735) (3,323,956) (4,520,759)
(5,269,026) (5,834,737) (6,344,061)
(111,923) (1,074,657) (724,588)
6,151 280,824 1,882,140
3,816,725 3,952,208 4,004,287
3,035,395 1,880,368 1,675,533
116,295,796 129,363,486 132,216,020
252,792,194 259,449,892 264,329,426
(139,720,550) (148,747,933) (152,496,016)
296,859 451,734 391,734
31,660,972 17,212,721 17,212,721
- 392,000 392,000
261,325,272 258,121,900 262,045,885
6,722,855 8,831,958 10,672,283
6,163,127 9,216,551 8,304,042
3,664,060 3,974,530 4,139,913
1,883,332 1,490,000 1,535,000
619,646 628,839 402,497
19,053,019 24,141,877 25,053,735
56,671,668 54,805,000 53,270,000
161,562,171 136,331,879 136,331,879

214,655,614

15,693,590 33,526,433 33,526,433 -
= 210,000 150,000
8,344,823 9,106,710 13,713,837
261,325,272 258,121,900 262,045,885
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Beaufort Memorial Hospital
Gross Revenue Payor Mix Report
For the Month End Mar 2019
BMH only

Mar 2019 |YTD thru Sep 2019 | Fiscal Year 2018 |
e Gross Revenue ~ % of Total Gross Revenue % of Total Gross Revenue % of Total
Ezpatlent Revenue I
Blue Cross 655,105 3.0% 5,846,645 4.6% 12,913,670 5.2%
Commercial 1,445,527 6.6% 8,573,313 6.8% 17,295,290 6.8%
Medicaid 2,548,871 11.7% 14,161,815 11.2% 31,218,998 12.3%
Medicare 13,812,812 63.4% 76,500,255 60.8% 144,907,636 58.9%
Self Pay 1,166,740 5.4% 8,994,518 7.1% 21,414,175 7.9%
State 430,053 2.0% 3,879,668 3.1% 6,792,766 2.7%
Tricare 1,616,043 7.4% 7,786,225 6.2% 17,270,179 5.9%
Workers Comp 94,584 0.4% 143,350 0.1% 464,971 0.3%
Total Inpatient Revenue 21,769,735 100% 125,885,789 100% 252,277,685 100%
Eutpatient Revenue S e & A _]
Blue Cross 2,891,884 9.0% 16,877,652 8.8% 32,036,562 10.2%
Commercial 3,281,747 10.2% 19,090,388 10.0% 36,633,906 11.2%
Medicaid 2,158,813 6.7% 15,264,769 8.0% 29,563,773 8.3%
Medicare 19,820,919 61.4% 113,699,240 59.5% 199,101,639 53.8%
Self Pay 851,522 2.6% 5,733,215 3.0% 11,962,557 4.2%
State 1,366,571 4.2% 8,772,521 4.6% 16,696,684 5.2%
Tricare 1,785,234 5.5% 10,443,656 5.5% 21,105,798 6.5%
Workers Comp 131,545 0.4% 1,171,989 0.6% 2,166,688 0.5%
Total Outpatient Revenue 32,288,234 100% 191,053,430 100% 349,267,607 100%
Emerggnny Revenue e e -—I
Blue Cross 1,205,056 9.4% 6,290,727 8.4% 13,778,270 8.8%
Commercial 654,624 5.1% 8,666,075 11.5% 16,903,920 9.2%
Medicaid 2,385,842 18.7% 14,042,953 18.6% 29,858,373 20.0%
Medicare 3,366,318 26.4% 18,934,503 25.1% 38,955,342 24.0%
Self Pay 2,714,157 21.3% 14,628,816 19.4% 30,426,337 22.3%
State 557,241 4.4% 2,898,289 3.8% 6,105,552 3.6%
Tricare 1,740,968 13.6% 9,253,760 12.3% 20,511,471 11.5%
Workers Comp 131,234 1.0% 582,396 0.8% 1,241,381 0.6%
Total Emergency Revenue 12,755,439 100% 75,297,519 100% 157,780,644 100%

TOTAL GROSS REVENUE by FINANCIAL CLASS

Blue Cross 4,752,045 7.1% 29,015,024 7.4% 58,728,502 8.2%
Commercial 5,381,898 8.1% 36,329,777 9.3% 70,833,115 9.2%
Medicaid 7,093,525 10.6% 43,469,536 11.1% 90,641,143 12.4%|
Medicare 37,000,049 55.4% 209,133,998 53.3% 382,964,617 48.8%
Self Pay 4,732,418 7.1% 29,356,549 7.5% 63,803,069 9.7%
State 2,353,865 3.5% 15,550,478 4.0% 29,595,002 4.0%
Tricare 5,142,246 7.7% 27,483,641 7.0% 58,887,448 7.4%
Workers Comp 357,363 0.5% 1,897,735 0.5% 3,873,040 0.5%
TOTAL GROSS REVENUE 66,813,409 100% 392,236,738 100% 759,325,936 100%
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