‘QH LLMAR FINANCE

Finance Committee Meeting

Clty Offlce Building
Box 766
Wilimar, Minnesota 56201

320-235-4984
FAX: 320-235-4917

4:45 P.M., Monday, December 10, 2012
City Office Building Conference Room No. 1

Chair: Denis Anderson Members: Jim Dokken
Vice Chair: Rick Fagerlie Tim Johnson
AGENDA
1)  Public Comment
2) Lakeland Drive Intent to Reimburse (Resolution)
3) Western Collector Final Budget (Resolution)
4) First Street Bridge Funding (Resolution)
5) Police Department 2012 Budget Amendment (Resolution)
6) Reports :
A. Rice Trust Third Quarte
B. Willmar Municipal Utilities As of 09/30/12
C. Rice Hospital Financial As of 10/31/2012
7) Miscellany
8) Adjourn
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Attachments: .

CITY OF WILLMAR, MINNESOTA
REQUEST FOR COMMITTEE ACTION

Agenda ltem Number:

Meeting Date:; 12-10-12

"CITY COUNCIL ACTION
Date:

|:| Approved I___] Denied
[]Amended [ ] Tabled

[] other

Originating Department: Planning and Development Services

Action Requested:  Adoption of resolution of intent to reimburse for the Lakeland Drive Interceptor/Minn

West lift station project.

Guiding Principle:  internal Revenue Code

Introduction: The Lakeland Drive Interceptor/Minn West lift station project is scheduled for construction in

2013.

Background/Justification: Engineering work on the project has begun. The proposed routine resolution is
necessary for the City to reimburse itself from bond proceeds.

Fiscal Impact: Without the resolution, the City of Willmar will not be eligible for reimbursement.

Alternatives: Discontinue work on the project.

Staff Recommendation: Adopt the resolution.

Reviewed by:

)

Preparer; Bruce D. Peterson

Signatur%

Comments:




RESOLUTION NOQ.

RESOLUTION ESTABLISHING PROCEDURES
RELATING TO COMPLIANCE WITH REIMBURSEMENT BOND
REGULATIONS UNDER THE INTERNAL REVENUE CODE

BE IT RESOLVED, by the City Council (the “Council") of the City of Willmar, Minnesota (the
“City"), as fdlows:

1. Recitals.

A The Internal Revenue Service has issued Treasury Regulations, Section 1.150-2
(as the same may be amended or supplemented, the “Regulations”), dealing with
‘reimbursement bond” proceeds, being proceeds of the City’s bonds used to reimburse the City
for any project expenditure paid by the City prior to the time of the issuance of those bonds.

B. The Regulations generally require that the City make a declaration of intent to
reimburse itself for such prior expenditures out of the proceeds of subsequently issued bonds,
that such declaration be made not later than 80 days after the expenditure is actually paid, and
that the bonding occur and the written reimbursement allocation be made from the proceeds of
such bonds within 18 months after the later of (1) the date of payment of the expenditure or (2)
the date the project is placed in service (but in no event more than 3 years after actual
payment).

C. The City heretofore implemented procedures for compliance with the
predecessor versions of the Regulations and desires to amend and supplement those
procedures to ensure compliance with the Regulations.

D. The City’s bond counsel has advised the City that the Regulations do not apply,
and hence the provisions of this Resolution are intended to have no application, to payments of
City project costs first made by the City out of the proceeds of bonds issued prior to the date of
such payments.

2. Official Intent Declaration.  The Regulations, in the situations in which they apply,
require the City to have declared an official intent {the “Declaration”) to reimburse itself for previously
paid project expenditures out of the proceeds of subsequently issued bonds. The Council hereby
authorizes the City Clerk to make the City’s Declarations or to delegate from fime to time that
responsibility to other appropriate City employees. Each Declaration shall comply with the requirements
of the Regulations, including without limitation the following:

A. Each Declaration shall be made not later than 60 days after payment of the applicable
project cost and shall state that the City reasonably expects to reimburse itself for the
expenditure out of the proceeds of a bond issue or similar borrowing. Each Declaration may be
made substantially in the form of the Exhibit A, which is attached to and made a part of this
Resolution, or in any other format which may at the time comply with the Regulations.

B. Each Declaration shall (1) contain a reasonably accurate description of the “project,” as
defined in the Regulations (which may inciude the property or program to be financed, as
applicable}, to which the expenditure relates and (2) state the maximum principal amount of
bonding expected to be issued for that project.

C. Care shall be taken so that the City, or its authorized representatives under this

Resolution, not make Declarations in cases where the City doesn’t reasonably expect to issue -

reimbursement bonds to finance the subject project costs, and the City officials are hereby




authorized to consult with bond counsel to the City concerning the requirements of the
Regulations and their application in particular circumstances.

D. The Council shall be advised from time to time on the desirability and timing of the
issuance of reimbursement bonds relating to project expenditures for which the City has made
Declarations.

3. Reimbursement Allocations. The designated City officials shall also be responsible for
making the “reimbursement allocations” described in the Regulations, being generally written allocations
that evidence the City's use of the applicable bond proceeds to reimburse the original expenditures.

4, Effect. This Resolution shall amend and supplement all prior resolutions and/or
procedures adopted by the City for compliance with the Regulations (or their predecessor versions),
and, henceforth, in the event of any inconsistency, the provisions of this Resolution shall apply and
govern. -

Adopted this 17th day of December, 2012, by the Willmar City Council.

MAYOR
Attest:

CITY CLERK-TREASURER



EXHIBIT A
DECLARATION OF OFFICIAL INTENT

The undersigned, being the duly appointed and acting City Clerk of the City of Willmar,
Minnesota (the "City"), pursuant to and for purposes of compliance with Treasury Regulations Section
1.150-2 (the "Regulations"), under the Internal Revenue Code of 1986, as amended, hereby states and
certifies as follows: '

1. The undersigned has been and is on the date hereof duly authorized by the Willmar City
Council to make and execute this Declaration of Official Intent (the "Declaration”) for and on behalf of
the City.

2. This Declaration relates to the following project, property or program (the “Project”) and
the costs thereof to be financed: Project 1310 — Lakeland Drive Interceptor/MinnWest Lift Station

3. The City reasonably expects to reimburse itself for the payment ofcertain costs of the
Project out of the proceeds of a bond issue or similar borrowing (the “Bonds”) to be issued by the City
after the date of payment of such costs. As of the date hereof, theCity reasonably expects that
$7,000,000.00 is the maximum principal amount of the Bonds, which will be issued to finance the
Project.

4, Each expenditure to be reimbursed from the Bonds is or will be a capital expenditure or a
cost of issuance, or any of the other types of expenditures described in Section 1.150-2(d)(3) of the
Regulations. ‘

5. As of the Date thereof, the statements and expectations contained in this Declaration are
believed to be reasonable and accurate.

Dated: December 17, 2012
Kevin J. Halliday

City Clerk-Treasurer
City of Willmar, Minnesota



CERTIFICATION

The undersigned, being the duly qualified and acting City Clerk of the City of Wilmar, Minnesota,
hereby certifies the following:

The foregoing is true and correct copy of a Resolution on file and of official,
publicly available record in the offices of the City, which Resolution relates to procedures
of the City for compliance with certain IRS Regulations on reimbursement bonds. Said
Resolution was duly adopted by the governing body of the City (the “Council’) at a
regular meeting of the Council held on . Said meeting was duly
called, regularly held, open to the public, and held at the place at which meetings of the
Council are regularly held. Council Member - moved the adoption
of the Resolution, which motion was seconded by Council Member A
vote being taken on the motion, the following members of the Council voted in favor of
the motion to adopt the Resolufon: ‘ ‘

and the following voted against the same:

Whereupon said Resolution was declared duly passed and adopted. The Resolution is in full
force and effect, and no action has been taken by the Council, which would in any way alter or amend
the Resolution. '

WITNESS MY HAND officially as the City Clerk of the City of Willmar, Minnesota, this 17" day of
December, 2012.

City Clerk-Treasurer
City of Willmar, Minnesota



CITY COUNCIL ACTION
CITY OF WILLMAR, MINNESOTA Ye o

REQUEST FOR COMMITTEE ACTICON Date: December 17, 2012
Agenda Item Number: 3 [J Approved [ Denied
. : [] Amended [] Tabied
Meeting Date: December 10,2012 ] Other

Attachments: Yes No

Originating Department:  Finance

Action Requested: Introduction and passage of resolution approving recommended budget for the Western
Collector project. ‘

Guiding Principle:  City Charter and Council Policy

Introduction: Final budget presentation for the Western Collector.

Background/Justification: The design approval and bidding have been completed for the construction of a
sanitary sewer interceptor on the western side of the community. Council action is required to approve the
final budget outlining the estimated cost and funding sources for the project.

Fiscal Impact: Usage of $1.3 million of LOST funds, $649,000 of Capital Reserves and borrowing $2.57
million of PFA L.oans. : .

Alternatives: Further review and discussion of Project Costs and Financing.

Staff Recommendation: Adopt resolution as presented.

Reviewed by: Steven B. Okins, Finance Director

Preparer: Steven B. Okins, Finance Director Signature:

Comments:




Code

10*
11%*
12=*
13*
14+

20%*
21*
22*
23%
24
25
26
27
28
29%*

30
31*
32
33%
34
35
36%
37
38
3g¥

40
41%
42
43
44
45
46*
T47*
48%
49

51

PERSONNEL SERVICES
Salaries Reg. Employees
Overtime Reg. Employees
Salaries Temp. Emplovyees
Employer Pension Contr.
Employer Ins. Contr.

TOTAL

SUPPLIES

Office Supplies
Small Tcels
Motor Fuels & Lubricants
Postage
Mtce., of Equipment
Mtce. of Structures
Mtce. of Other Improvements
Subsistenance of Perscns
Cleaning & Waste Removal
General Supplies

- TOTAL

OTHER. SERVICES
Communications '
Printing & PFublishing
Utilities
Travel-Cont.-Schools
Mtce. of Equipment
Mtce. of Structures
Mtce. of Other Impr.
Subsgistence of Persons
Cleaning & Waste Removal
Other Services

TOTAL

OTHER CHARGES
Rents
Ingurance & Bonds
Awards & Indemnities
Subscription/Memberships
Interest
Licenses & Taxes
Prof, Serv.
Advertising
Adm. OH (Transfer)
Other Charges

TOTAL

CAPITAYL OUTLAY

Land and Legal

TOTAL

GRAND TOTAL

RESOLUTION NO.

FIMAL WESTERN INTERCEFTCR BUDGET

ESTIMATED TOTAL COST $4,537,178.00
*Budget Amounts are Esgential

$0.00

$0.00

$3,575,354.00

$3,575,354.00

$453,678.00

$178,767.00
$632,445.00

$329,379.00
$329,379.00

$4,537,178.00

Dated: December 17, 2012
RECEIVAEBLES
Property Cwners
County
City Capital Storm Wate: $571,087.00

LOST

Temp Bond (PFA)

Other WTP Capital
TOTAL

FINANCING
Bonds

City Capital Storm Wate

LOST

Temp Bond {PFA)

Other WTP Capital
TOTAL

GRAND TOTAL

Dated:

$1,316,074.00
£2,571,437.,00

$78,580.00
54,537,178.00

$571,087.00
$1,316,074.00
$2,571,437.00
$78,580.00
$4,537,178,00

$4,537,178.00

Mayor

Attest:

City Clerk/Treasurer
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CITY COUNCIL ACTION
CITY OF WILLMAR, MiINNESOTA

REQUEST FOR COMMITTEE ACTION Date: December 17, 2012
Agenda Item Number: 4 L] Approved  [] Denied
[ Amended [] Tabled
Meeting Date: December 10, 2012 ] Other

Attachments; Yes No

Originating Department:  Finance

Action Requested: Introduction and passage of resolution authorizing reimbursement to State of Minnesota
for non-gligible State Aid costs incurred for First Street Bridge Project.

Guiding Principle: City Charter and Council Policy

Introduction: Review City costs associated with the First Street Bridge Project.

Background/Justification: It has been determined that the City has not reimbursed the State of Minnesota
for non-eligible State Aid costs associated with the relocation of water lines on the First Street Bridge Project.
| The State has made several unsuccessful attempts requesting this reimbursement,

Fiscal Impact: Usage of $50,785.19 of Capital Reserves from the Community Investment Fund and/or the
Capital Improvement Fund.

Alternatives: Find alternative source of funding..

Staff Recommendation: Adopt resolution as presented.

Reviewed by: Steven B. Okins, Finance Director

Preparer: Steven B. Okins, Finance Director Signature:

Comments:




STATE OF MINNESOTA
DEPARTMENT OF TRANSPORTATION
OFFICE OF FINANCIAL OPERATIONS

395 JOHN IRELAND BLVD-MS 215
ST. PAUL, MN 55155

FINAL STATE AID NOTICE

FINAL NOTICE - INVOICE DUE FROM: City of Wilimar
YEAR AUTHORIZED | FUNDS RELEASED FROM Local
PROJECT APPROVAL NO. ' FUND NO.
STATE AID PROJECT NO. 175-153-001 - PROJECT TITLE 8P
FEDERAL PROJECT NO. 0092 (012) TOTAL INVOICE AMOUNT ' $50,785.19
TOTAL CONTRACT AMOUNT $4,513,885.29 TOTAL FINAL LOCAL ‘
' OBLIGATION . $53,355.80
FUNDING _
FEDERAL AID 2,128,910.73 LLESS PREVIOUS DEPOSITS ‘ 2,570.61
MSAS 153,867.03 ' :
LOCAL 53,355.80
MTB - 1,799,391.07 |* AMT DUE FROM Wilmar 50,785.19
BRIDGE BONDING : 378,360.66 | e—
' Extensive correspondence has taken place on this
2/11/09, 10/1/08 Sandra EM _ Mel left before it was paid and now | have sent 2
10/5/09 Sandra called , e-mails to Holly 2/12 & 8/12
9/14/2012 EM sent CKD
10/16/2012 EM sent CKD
11/26/2012 EM sent CKD

* Make checks payable to Commissioner of Transportation
' be directed to Cindy Degener at (651) 366-4850

uestions regarding this Invoice s

Approved by ;___ Cynthia K. Degener _ Date: _7/19/2004_
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CITY COUNCIL ACTION
CITY OF WILLMAR, MINNESOTA

REQUEST FOR COMMITTEE ACTION Date: December 17, 2012
Agenda item Number: 5 [] Approved [ Denied
) [1Amended [ Tabled
Meeting Date: December 10, 2012 [] Other
Attachments: __ Yes X No

Originating Department: Finance

Action Requested: Amend 2012 Police Department Budget for the 2012 Arbitration Wage and Benefits
(pending health insurance ruling) settiement.

Guiding Principle: City Charter and Council Policy/Procedures.

Introduction: Need to appropriate funds to cover contract settlement costs per Police Department LELS
Arbitration, '

Background/Justification: Council has previously approved Arbitration requirements for the Police
Department LELS group. This action would amend the 2012 Budget to reflect the additional costs associated
with that settlement.

Fiscal Impact: Additional $53,724 to be transferred from Non-Departmental Uncompensated Absences
Appropriation to Police Department Salaries ($45,251), Pensions ($7,021), and Insurances ($1,452).

Alternatives: Find alternative source of funding.

| Staff Recommendation: Adopt resolution as presented.

Reviewed by: Steven B. Okins, Finance Director

Preparer: Steven B. Okins, Finance Director Signature:

Comments:




' CITY COUNCIL ACTION
CITY OF WILLMAR, MINNESOTA

REQUEST FOR COMMITTEE ACTION Date: December 17, 2012
Agenda Item Number: 6 [] Approved [ Denied
[ 1 Amended [ Tabled
Meeting Date: December 10. 2012 (] Other

Attachments: [X] Yes No

Originating Department: Finance

Action Requested: Receive and review reports.
Information Only.

Guiding Principle: City Charter and Council Policy/Procedures

Introduction: Review various reports.

Background/Justification: A. Third Quarter Rice Trust
B. Willmar Municipal Utilities Financial Through 09/30/12
C. Rice Hospital Financial Through 10/31/12

Fiscal Impact: N/A

Alternatives: N/A

Staff Recommendation: Receive and review reports for information only.

Reviewed by: Steve Okins, City Finance Director

Preparer: Steve Okins, City Finance Director Signature: -

Comments:
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WILLMAR MUNICIPAL UTILITIES
FINANCIAL STATEMENTS SUMMARY

THRU THIRD QUARTER ENDING SEPTEMBER 30

CONSUMPTION
ELECTRIC
RESIDENTIAL

COMMERCIAL/INDUSTRIAL

TOTAL
WATER (CU.FT.) -
HEATING (KWH)
COMBINED
REVENUES
EXPENSES
OPERATING INCOME
RETAINED EARNINGS
ELECTRIC DIVISION
REVENUES
EXPENSES
OPERATING INCOME
RETAINED EARNINGS
WATER DIVISION
REVENUES
EXPENSES
OPERATING INCOME
RETAINED EARNINGS
HEATING DIVISION
REVENUES
EXPENSES
OPERATING INCOME

RETAINED EARNINGS

2012

KWH
52,501,924
157,888,386
210,390,310
125,021,000

16,821,257

$22,978,402
$18,479,170

$4,499,232

- $3,035,995

$20,741,769

$16,618,629
$4,123,140

$2,788,124

$1,663,047
$1,326,908

1 $336,139

$234,666

$573,586
$533,633
$39,953

- $13,205

2011

KWH
54,856,722
159,876,138
214,732,860
118,595,300

21,381,210

$21,054,797
$18,622,429

$2,432,368

. $942703

$18,889,395
$16,754,763

$2,134,632

$781,178

$1,424,307
$1,244,970
$179,337

$83,380

$741,095
| $622,698
$118,399

$78,145

INCREASE

(DECREASE)

KWH
(2,354,798)
(1,987,752)
(4,342,550)

6,425,700

(4,560,653)

$1,923,605
($143,259)

$2,066,864

$2,093,292

$1,852,374
($136,134)

$1,988,508

$2,006946

$238,740
$81,938
$156,802

$151,286

($167,509)
($89,063)
($78,446)

($64,940)

% INCREASE
(DECREASE)

-4.29%
-1.24%
-2.02%
5.42%

-21.33%

9.14%
-0.77%
84.97%

- 222.05%.

9.81%
-0.81%
93.15%

 266.91%

16.76%
6.58%
87.43%

- 181.44%

~22.60%
-14.30%
-66.26%

8340%
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Rice Memorial Hospital
Financial Statements
October 31, 2012

Executive Summary

October was a good month in terms of financial performance compared to budget and last

‘year. Rice posted a profit of $1.0 million from operations compared to budgeted

operating income of $62,000 and last year’s operating income of $593,000. Volumes and
revenues were down slightly but the receipt of the Meaningful Use reimbursement of
$1.2 million contributed to the positive month. Expenses were up for the month by 3.5%
which offset some of this. The Balance Sheet improved in October as Net Assets
increased $1.0 during the month. The overall net income was $1.0 million as non-
operating activity incurred a slight deficit.

October 31, 2012 Balance Sheet:
The October Balance Sheet showed an increase in net assets of $1.8 million; a $1.0

. million increase from last month. Total Assets have increased $438,000 while total

liabilities have decreased $1.3 million. The Total Asset increase was due to an increase
in current assets of $1.4 million; a decrease in assets whose use is limited of $423,000; a
decrease in net property, plant, and equipment of $2.3 million; and an increase in other -
assets of $1.7 million. The increase in current assets was due to increases in Cash from
the Meaningful Use payment; a decrease in Trustee Bond Reserves; and an increase in ‘
Receivables. Assets whose use is limited decreased due to the refunding of the 2002
Bond Issue which resulted in decreased investments in the reserve funds but offset some
by an increase in the Rice Trust Endowment. Net Property, Plant, and Equipment
decreased due to depreciation expense greater than capital expenditures. Other Assets
have increased due to increases in general investments and an increase in the investment
in Willmar Medical Services. Cash & General Investments have increased $2.1 million
since December 31, 2011 with Days of Cash at 121 days.

October 2612 Results:

The overall net operating income was $1.0 million compared to budgeted operating
income of $62,000 and last year’s operating income of $593,000. Patient Revenues were
$188,000 (1.1%) less than budget for the month and 1.8% less than last year. Hospital
revenues were less than budget with inpatient revenues 0.8% less than budget and
outpatient revenues 3.5% less than budget. Outpatient revenue variances were the result
of decreased revenues in Surgery, Emergency Room, and Radiation Therapy. Revenues
at the Care Center were up by 45.0% due to increased therapy services provided to the
residents even though there was a slight decrease in the census. Home Medical revenues
were 7.2% less than budget due to lower sales and rentals.

Consolidated deductions from revenue were $313,000 (3.6%) less than budget due to a
slightly improved payer mix. Included in this variance was a decrease in Uncompensated
Care which was 19.9% less than budget and 11.8% less than last year. When netted
against Total Patient Revenues it yielded a positive Net Patient Revenue variance of



$124,000 (1.4%). The Hospital reimbursement ratio for the month was 48.39%
compared to the budget of 47.03%; a positive variance of $211,000.

Other operating revenues were §1.0 million (67.4%) greater than budget due to the
Meaningful Use payment. However, this was somewhat offset by the lower than
projected Willmar Medical Services (WMS) profitability. WMS patient activity at Rice
was less than budget by $104,000 (5.3%) due to decreased Medical Oncology and
Radiation Therapy revenues. Total operating revenues were $9.5 million or $1.2 million
(15.1%) greater than budget and $1.1 million (13.5%) greater than last year.

Net Expenses were $8.5 million which was $289,000 (3.5%) greater than budget.
Expenses were mixed for the month with Salaries $68,000 (1.8%) greater than budget
due to increased inpatient volumes and increased FTE’s across many departments.
Contract Labor was $158,000 greater than budget due to contracted Emergency Room
physicians, which should decrease later in the year with the recent successful recruitment
efforts. Benefits were $21,000 (1.8%) greater than budget due to higher salaries, health
insurance costs, and PERA. Supplies were $19,000 (1.9%) less than budget due lower
activity in Home Medical. Drugs were $265,000 (45.9%) less than budget due lower
Medical Oncology activity purchased through Rice. Purchased Services were $17,000
(3.0%) greater due to higher costs in Lab, Pharmacy, and Patient Accounting. The
Pharmacy variance relates to a contract with CentraCare to provider after-hours
pharmacy verification which oceurred during 2012 and was budgeted for in 2013,
Repairs were $43,000 (14.4%) lower due to numerous positive variances in departments;,
Utilities were $10,000 (7.5%) less than budget while Insurance was at budget. Patient
Related Travel was $4,100 (11.6%) greater than budget due to Hospice and Imaging costs
" while Education, Travel, and Dues were $1,300 (1.7%) greater than budget. Other was at
budget; Depreciation was $52,000 (8.8%) greater than budget while Interest was $59,000
(29.3%) less than budget due to the refunding of the 2002 bonds. Bad Debts were
$40,000 (26.7%) greater than budget while Taxes and Surcharge were $1,900 (1.0%) less
than budget. Total Bad Debts and Uncompensated Care was $322,000 compared to the
budget of $315,000.

 Non-operating income was $93,000 less than budget due to lower investment earnings
and unrealized losses. Rice will continue to analyze its investments to determine if any
additional securities should be sold to capture realized gains.

The Hospital posted operating income of $1.0 million compared to budgeted operating
income of $26,000 and last year’s operating income of $494,000. Care Center activity
generated operating income of $45,000 compared to expected operating income of
$36,000 and last year’s operating income of $8,400. Increased therapy services
contributed to the positive income variance. Home Medical activity posted an operating
loss of $46,000 compared to a budgeted operating loss of $1,500 and last year’s operating
income of $90,000.

October YT 2012 Results:

The consolidated net operating income was $633,000 compared to budgeted operating
income of $1.5 million and last year’s operating income of $3.7 million. Patient revenues
were $7.8 million (4.5%) less than budget and 3.1% less than last year. Hospital
revenues were less than budget with inpatient revenues 8.9% less than budget and
outpatient revenues 2.9% less than budget. Inpatient revenues were driven by lower
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surgical volumes while Outpatient revenues were the result of flat volumes in many
departments and lower Surgery, Emergency Room, and Radiation Therapy revenue. Care
Center revenues were $1.2 million (20.2%) greater than budget while Home Medical
revenues were $1.1 million (12.1%) less than budget due to lower sales and rental
activity.

Consolidated Deductions from Revenue were $7.0 million (8.1%) less than budget and
when netted against Total Patient Revenues yielded a negative Net Patient Revenue
variance of $781,000 (0.9%). The Hospital’s reimbursement rate was 49.30% compared
to a budget of 47.35%; a positive variance of $2.9 million, which includes the $500,000
CMS seitiement received earlier in the year.

. Other Operating Revenues were $315,000 (2.1%) less than budget due to lower activity

and profits at WMS but offset by the Meaningful Use payment. WMS activity at Rice
was less than budget by $820,000 (4.4%) due to lower Oncology activity. Total
operating revenues were $84.8 million or $276,000 (0.3%) less than budget and $900,000
{1.1%) greater than last year.

Net Expenses were $84.2 million which was $642,000 (0.8%) greater than budget and
5.0% greater than last year. Expenses were mixed with Salaries $496,000 (1.3%) less
than budget due lower activity and vacancies but offset by the Epic conversion costs
which were greater than anticipated. Contract Labor was $1.4 million greater than
budget due to Emergency Room Physicians, Pharmacy, and contracted therapy costs. As
the Care Center has outsourced its therapy services, this variance will continue for the
remainder of the year. Benefits were $535,000 (4.6%) less than budget due to lower than
anticipated health insurance costs and lower salaries. Supplies were $522,000 (5.0%)
less than budget due lower activity in numerous departments including Surgery and
Home Medical while Drugs were $1.7 million (31.8%) greater due to Medical Oncology
purchases. Purchased Services were $276,000 (4.7%) greater due to consulting and legal
costs, pharmacy costs, and reference lab costs. Repairs were $439,000 (14.5%) less than
budget due to lower activity in numerous departments while Utilities were $119,000
(8.0%) less than budget due to mild weather and lower than anticipated costs. Insurance
was $15,000 (2.7%) greater than budget; Patient Related Travel was $3,600 (1.0%) less
than budget; Education, Travel, and Dues were $45,000 (5.9%) greater than budget due
to SWEPT costs; and Other was $20,000 (4.7%) greater than budget due to marketing
and donations. Depreciation was $650,000 (10.9%) greater than budget due to the budget
miscalculation while Interest was $462,000 (22.6%) less than budget due to the bond
refunding. Bad Debts were $120,000 (8.2%) greater than budget and including
Uncompensated Care, this combined total was $2.8 million compared to the budget of
$3.0 million and last year’s total of $3.0 million. Taxes and Surcharges were $122,000
(6.5%) less than budget due to the successful MN Care Tax and MA Surcharge appeal.

Non-operating income was $11,000 less than budget due to unrealized investment losses.

" Investment income should be lower than budget for a few months due to investment

redemptions and sales but offset somewhat by the increased level of investments as
positive cash flows have resumed.

The Hbspital posted operating income of $350,000 compared to budgeted operating
income of $1.1 million and last year’s operating income of $3.8 million. Care Center
activity generated operating income of $517,000 compared to expected operating income
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of $294,000 and last year’s operating loss of $8,100. - Home Medical activity posted an
operatmg loss of $234,000 compared to budgeted operaﬂng income of $123,000 and last
yeaI s operating loss of $22,000.

Statlstlcai and Volume Summary :
Statistics and volumes were mixed for the month. Patient days were 5.3% greater than
budget while admissions were 6.2% greater than budget yielding an increase in length of
stay from a budget of 3.50 to 3.54. Compared to the prior year, patient days were 63
greater for the month with admissions 33 greater than last year. The average daily census
for the month was 33.4 compared to a budget of 31.7 and last year’s 31.3. Observation
patients were 1.6% less than budget and 3.0% greater than last year. Total Case Mix
Index was 2.0% less than budget and 4.8% lower than last yvear. Overall activity as -
measured in terms of adjusted admissions was 4.3% greater than budget and 1.9% less
than last year while adjusted patient days were 3.4% greater than budget and 7.1% less
than last year. Care Center resident days were 4.1% less than budget with an average
daily census of 71.9 compared to the budget of 75.

- On a YTD basts, patient days wete at budget but 7.3% less than last year with admissions
1.3% less than budget and 7.9% less than last year. This equated to an average length of
stay of 3.56 compared to the budget of 3.50 and 3.51 last year. Observation patienis were
down by 17.3% to budget and 9.5% less than last year, Total Case Mix was 0.1% higher
than budget and 0.7% higher than last year. Adjusted admissions were 3.1% greater than
budget but 4.9% less than last year while adjusted patient days were 4.4% greater than
budget but 4.3% less than last vear. Deliveries were 6.1% less than budget and 6.1% less
than last year. Care Center resident days were 3.2% less than budget with a census of
72.6 compared to the budget of 75.0 and last year’s census of 64.8.

Surgical procedures were 11.8% less than budget and 13.4% less than last year. Inpatient
surgical procedures were down from budget (22.0%) while outpatient procedures were

5.6% down. Emergency Room visits were 5.1% less than budget and 4.9% less than last
year. 1.ab tests were 2.1% less than budget while Medical Imaging procedures were
5.4% greater than budget. Radiation Oncology treatments were 11.9% less than budget
and 8.9% less than last year. Medical Oncology visits were 15.8% greater than budget
and 12.6% greater than last year. GI procedures were 17.4% less than budget while
Dialysis treatments were 13.9% greater than budget. Rehab visits were 19.3% greater
than budget while Hospice visits were 9.7% greater than budget and Ambulance runs
2.7% greater than budget.

YTD ancillary activity was mixed. Surgical procedures were 10.0% less than budget and
11.7% less than last year with inpatient procedures 15.7% less than budget and 17.8%
less than last year and outpatient procedures 6.9% less than budget and 8.4% less than
last year. Emergency Room visits were 4.0% less than budget and 3.7% less than last
year. Laboratory tests were 3.9% less than budget and 5.9% less than last year. Medical
Imaging procedures were 5.9% greater than budget but 2.6% less than last year.
Radiation Oncology treatments were 3.2% less than budget and 6.4% less than last year
while Medical Oncology visits were 18.5% greater than budget and 15.5% greater than
last year. GI procedures were 2.4% less than budget and 19.0% less than last year while
Dialysis treatments were 7.5% greater than budget and 4.5% greater than last year,
Rehab visits were greater than budget by 4.4% and 4.1% greater than last year; Hospice



-.Js//

visits were 3.1% greater than budget and 1.4% greater than last year; and Ambulance
runs were 0.1% greater than budget and 1.0% less than last year.

Full Time Equivalents (FTE’s) for the month were 804 compared to a budget of 764 and
compared to last year’s total of 782. FTE’s were 3.8% greater than budget at the
Hospital; 14.1% greater at the Care Center; and 8.9% higher at Home Medical. YTD
FTE’s were 804 compared to the budget of 780 (3.0% higher) and last year’s 768 (4.6%
higher). Hospital FTE’s were 2.2% higher than budget and 2.8% higher than last year.
Care Center FTE’s were 11.5% higher than budget and 15.3% higher than last year.
Home Medical FTE’s were 0.6% less than budget but 10.1% higher than last year.

Key Indicators -

The key Operational indicators were positive for the month compared to budget and last
year. Consolidated Operating Margin was 10.7% compared to the budget of 0.7% and
last year’s 7.0%. Excess Margin was 10.7% compared to the budget of 1.8% and last
year’s 7.1%. The EBIDA margin was 18.9% compared to a budget of 11.3% and last
year’s 17.0%.

The YTD Consolidated Operating Margin was 0.7% compared to the budget of 1.8% and
last year s 4.5%. Excess Margin was 1.7% compared to the budget of 2.8% and last
year’s 5.9%. The EBIDA margin was 11.3% compared to the budget of 12.2% and last
year’s 15.5%. .

The Financial ratios indicate that the Debt/Capitalization ratio of 44% was less than the
year-end target of 45%. Debt service coverage was 2.9 compared to the budget of 2.9
and compared to the debt covenant of 1.25. Days in accounts receivable were 58
compared to a target of 50 and last year’s 55. Days of Cash were 121 compared to the
year-end target of 126 and last year’s 111. The Cash/Debt ratio was 67% compared to

~ the budget of 71% and last year’s ratio of 54%. The Financial Strength Index was 0.71

compared to the budget of 1.10 and last year s 1.65.

YTD Hospital productivity ratios i terms of staffing was slightly higher than the budget
with FTE’s per adjusted admit at 14.5 compared to a budget of 14.3; last year’s ratio of
13.3; and the benchmark of 14.9. FTE’s per adjusted patient day were 4.1 compared to
the budget of 4.1; last year’s ratio of 3.8; and the benchmark of 4.4. Care Center Hours
per Resident Day were 6.2 compared to the budget of 5.5 and the benchmark of 5.8. The
increase relates to the contracted therapy service which has been much greater than

- anticipated. Sales per FTE at Home Medical were $144,000 which was 12.6% less than

target and 5.8% less than last year.



RICE MEMORIAL HOSPITAL

CONSOLIDATED
- BALANCE SHEET
For the Ten Months Ending October 31, 2012
CURRENT PRIOR :
YEAR . YEAR END CHANGE
1 ASSETR
2 CURRENT ASSETS '
3 CASH AND CASH EQUIVALENTS $5,142,609 33,728,757 $1,413,853
4  TRUSTEE BOND AGREEMENTS - CURRENT 1,876,897 2,130,440 {253,543y
5 ACCOUNTS RECEIVABLE NET 16,624 667 16,143,018 481,649
6 OTHER RECEIVABLES 357,069 521,975 35,004
7 INVENTORY 1,975,477 - 1,858,419 . 117,058
8 PREPAID EXPENSES 1,138,788 1,517,862 (379,075)
10 TOTAL CURRENT ASSETS 27,315,506 25,900,470 1,415,036
41
12 ASSETS LIMITED AS TO USE
13 HELD BY TRUSTEES - BOND AGREEMENTS 3,181,089 3,731,642 (550,552)
15 REMAINDER UNITRUST - RECEIVABLE 28,765 47,976 {19,211}
16 ENDOWMENT FUND - INVESTMENTS 2,612 694 2,466,271 146,422
18 TOTAL ASSETS - USE IS LIMITED 5,822,548 6,243,889 (423,341)
19
20 PROPERTY PLANT & EQUIPMENT
21 PROPERTY PLANT & EQUIPMENT 131,296,730 129,262,102 2,004,629
22 LESS: ACCUMULATED DEPRECIATION (71,864,538) (67,522,491) (4,342,047)
24 NET PROPERTY, PLANT & EQUIPMENT 59,432,193 61,769,611 (2,337,418)
25
© 26 OTHER ASSETS
27 INVESTMENTS 25,829,765 25,125,564 704,201
28 INVESTMENTS - SHARED HEALTH RESOURCES 417225 411,413 5,812
26 INVESTMENTS - WILLMAR MEDICAIL SERVICES 4,702,743 3335316 1,367,426
30 OTHER RNVESTMENTS 79,963 79,136 827
31 GOODWILL, NET 21,278 0 21278
32 DEFERRED DEBT ACQUISITION COSTS 202,886 318,347 {315,451)

35 TOTAL OTHER ASSETS ‘ 31,253,869 29,469,777 1,784,052

39
40 LIABILITIES AND NET ASSETS
41 CURRENT LIABILITIES

42 CURRENT MATURITIES OF LONG TERM DEBT $2,253,969 $1,981,181 $272,788
43 ACCOUNTS PAYABLE - TRADE 1,860,921 1,563,350 287570
44 ESTIMATED THIRD PARTY PAYOR SETTLEMENTS (29,504) 217,770 (247,204)
45 ACCRUED SALARIES, WAGES AND BENEFITS 10,675,013 - 10,751,022 (76,009)
46 ACCRUED INTEREST AND DUE TO WMS 3,944,448 2.449.639 1,494,810
48 TOTAL CURRENT LIABILITIES 18,704,846 - 16,962,892 1,741,955
49 '

30 LONG TERM DEBT (LESS CURRENT PORTION) 46,131,397 49,270,010 (3,138,613}
52 TOTAL LIABILITIES 64,836,244 66,232,902 {1,396,658)

53

54 COMMITMENTS AND CONTINGENCIES
55

56 NET ASSETS

57 RESTRICTED FUNDS

58 DEBT SERVICE AND RESERVE 3,181,089 © 3,731,642 {350,552)
59 SPECIFIC PURPOSE FUND ‘ (99,289) 74,593 {173,882)
60 PERMANENT ENDOWMENT 2,612,694 2,466,271 146,422
61 CURRENT YEAR INCOME 1,471,201 5,006,621 {4,535,420)
62 UNRESTRICTED 51,822,177 44,873,718 6,948,455

64

TOTAL NET ASSETS ' 58,087,872 57,152,845 1,835,028
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- RICE MEMORIAL HOSPITAL
'CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED:

. October 31, 2012 Current Prior
Line#. _ YTD YTD
1 Sources of Cash & Investments:
2 Netincome : $ 1471187 & 5007182
3 Depreciation & Amortization - 6,630,592 $ 6,121,913
4 Debt Proceeds _ - 3,000,000
5 Other
6
"7 Total Sources- 8,101,789 14,129,095
8
9 Uses
10  Property, Plant, and Equipment - Gross ' 4,846,087 6,658,571
11 Debt Payments/Re-funding . 2,865 825 1,826,796
12  Working Capital Changes & Other - Net {1,728,178) {(1,559,997)
13
14 Total Uses 5,983,736 6,925,370
15 ' .
16 Increase / (Decrease) Cash & Investments 2,118,063 - 7,203,725
17 :
18 Beginning of Period (January 1) 28,854,321 19,798,308
19

- 20 - End of Period - $30,972,374 § 27002,123
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