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Rice Memorial Hospital
Financial Statements

March 31, 2013

Executive Summary

March was another negative month in terms of financial performance compared to budget
and in terms of actual performance. Rice generated a loss of $407,000 from operations in
March compared to budgeted operating income of $292,000 which compounded the YTD
budget deficit to $2.1 million. The primary contributing factor was lower than expected
patient activity & revenues and decreased reimbursement. Hospital Net Patient Revenue
was 15.1% less than projected with an average daily census 7.1% lower than budgeted.
Hospital ancillary service revenues and Willmar Medical Services {(WMS) activity also

contributed to the lower than projected results.

Here is a summary of key financial indicators:

Last Month/ Prior
Actual Budget Last YTD Year Benchmark

Operating Margin-Month -5.2% 3.3% -6.6%
QOperating Margin-YTD -5.4% 3.1% -5.4% 1.4% 2.2%
Excess Margin-Month -4.6% 4.2% -3.0%

| Excess Margin-YTD -4.3% 4.0% -4.1% 2.3% 2.8%
'EBIDA Margin-Month 5.8% 13.4% 7.2%
EBIDA Margin-YTD 5.8% 13.1% 5.9% 13.1% 10.8%
Days of Cash 112 129 110 114 131
Debt/Capitalization 42.7% 41.8% 43.4% 43.4% 38.7%

March 31, 2013 Balance Sheet:

The March YTD balance sheet has realized a decrease in Net Assets of $832,000. Total
Assets have decreased $2.3 million while Total Liabilities have decreased $1.4 million.
The Total Asset decrease was due to a decrease in Current Assets of $2.6 million; an
increase in Assets Limited as to Use of $112,000; an increase in Property, Plant, and
Equipment of $577,000; and a decrease in Other Assets of $349,000. The increase in
Current Assets was due to increases in Cash but offset by decreases in Trustee Bond
Agreement reserves (debt service payments) and Accounts Receivable. The Cash
increase related from Receivables collections which has improved as Days Outstanding
was at 58 days. Assets Limited as to Use has increased due to market value increases in
the Rice Trust Endowment Fund. Property, Plant, and Equipment has increased due to
the Care Center Project and Other Assets have decreased due to General Investment
transfers to Cash offset by a timing difference in the investment in Willmar Medical
Services. Cash & General Investments have decreased $205,000 since December 31,
2012 due to Revenue Cycle improvements offsetting much of the negative Operating




results. Liabilities have decreased due to debt payments but offset by accrued expenses ;
. and funds owed Willmar Medical Services. "

March 2013 Results: £
The overall net Operating Loss was $407,000 compared to budgeted Operating Income of -
$292,000 and compared to last year’s Operating Loss of $161,000. Hospital Patient 4
Revenues were $§906,000 (7.8%) less than budget for the month and 7.7% less than the £
prior year. Inpatient Revenues were 9.3% less than budget and Outpatient Revenues
were 6.7% less than budget. Inpatient revenues were driven by decreased revenues in :
many departments, Qutpatient Revenue decreases were the result of lower revenues in
Surgery, Lab, Medical Oncology, and Medical Imaging. Most of the revenue variances
related to lower volumes however, Surgery experienced a lower acuity of procedures thus
creating a negative rate variance, Care Center Revenues were greater than budget by
6.6% due to higher than projected outpatient or Part B therapy services even though the
census was lower. Home Medical revenues were 4.8% higher than budget due to higher
Rental Revenue activity.

Consolidated deductions from révenue were only 3.6% ($311,000) less than budget even
though Patient Revenues were 7.6% less than budget. A downward shift in
reimbursement due to government payers contributed to this variance and when netted
against Total Patient Revenues yielded a negative Net Patient Revenue variance of $1.0
million (11.3%). The Hospital’s reimbursement rate for the month was 46.74%
compared to a budget of 49.22%; a negative revenue variance of $361,000.

Other operating revenues were $255,000 (16.9%) less than budget due to projected lower
WMS activity, WMS activity at Rice was less than budget by $175,000 (9.4%) due to
lower Medical Oncology and Imaging activity. Total Operating Revenues were $7.8
million or $1.1 million (12.6%) less than budget and $484,000 (5.8%) less than last year.

Net Expenses were $8.2 million which was $426,000 (4.9%) less than budget. Expenses -
were mixed for the month with Salaries $57,000 (1.5%) less than budget due to lower '
Hospital patient activity and lower FTE’s. Contract Labor was $27,000 (9.4%) greater

due to Care Center contracted therapy costs. Benefits were $163,000 (14.1%) less due to

Health Insurance claims. Supplies were $65,000 (6.4%) less than budget due lower

activity in Surgery. Drugs were $346,000 (38.4%) less due to unrecorded Medical

Oncology purchases and decreased Hospital patient activity. Purchased Services were

$52,000 (9.7%) greater than budget due to Administration, Patient Accounting, Finance,

and Sleep Lab activity; Repairs were at budget; Utilities were $2,600 (2.1%) less than

budget; Insurance was $5,300 (8.9%) less than budget; Patient Related Travel was $5,000

(13.4%) greater than budget due to Ambulance costs; Education, Travel, and Dues were :
$17,000 (21.6%) greater than budget due to Administration, Surgery, and SWEPT L
activity; and Other was $17,000 (41.7%) greater than budget due to Marketing Outreach
activity. Depreciation was $4,300 (0.6%) less than budget while Interest was $7,700
(5.3%) less than budget. Bad Debts were $36,000 (23.8%) less than budget with Taxes
$38,000 (20.4%) less than budget due to MN Care tax adjustments. Bad Debts and
Uncompensated Care were $83,000 (43.2%) less than budget and 39.9% less than last
year.

[ I D

Non-operating activity was $41,000 less than budget due to unrealized losses. Rice will
continue to monitor its investments and analyze if some investments that should be sold
in order to capture the realized gains on the instraments.
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The Hospital generated an Operating Loss of $533,000 compared to a budgeted
Operating Income of $244,000 and compared to last year’s Operating Loss of $196,000.
Care Center activity generated Operating Income of $119,000 compared to expected
Operating Income of $67,000 and last year’s Operating Loss of $11,000. The Income is
due to increased Net Resident Revenue and a reclassification of expenses from the prior
month. Home Medical activity generated Operating Income of $6,000 compared to a
budgeted Operating Loss of $5,000 and last year’s Operating Income of $2,900.

March YTD 2013 Resulfs:

The overall net Operating Loss was $1.2 million compared to budgeted Operating
Income of $835,000 and compared to last year’s Operating Loss of $576,000. Hospital
Patient Revenues were $2.1 million (6.1%) less than budget and 4.1% less than last year.
Inpatient Revenues were 4.4% less than budget and Qutpatient Revenues 7.4% less than
budget. Inpatient revenues were driven by the lower census while Outpatient Revenues
were the result of lower revenues in Surgery, Anesthesia, Emergency, Pharmacy, Lab,
and Medical Imaging activity. Most of the revenue variances related to lower volumes
however, Surgery experienced a lower acuity of procedures thus creating a negative rate
variance. Care Center Revenues were greater than budget by $86,000 (3.5%) due to
higher than projected outpatient or Part B therapy services even though the census was
lower. Home Medical revenues were 0.9% lower than budget due to lower Sales activity
even though Rental revenues were up.

Consolidated deductions from revenue were only 2.3% ($571,000) less than budget even
though Patient Revenues were 5.9% less than budget. A downward shift in -
reimbursement due to government payers contributed to this variance and when netted
against Total Patient Revenues yielded a negative Net Patient Revenue variance of $2.5
million (9.3%). The Hospital’s reimbursement rate was 47.25% compared to a budget of
49.24%; a negative revenue variance of $876,000.

Other operating revenues were $587,000 (13.0%) less than budget due to projected lower
WMS activity, WMS activity at Rice was less than budget by $248,000 (4.7%) due to
lower Medical Oncology and Imaging activity. Total Operating Revenues were $23.8
million or $2.8 million (10.8%) less than budget and $943,000 (3.8%) less than last year.

Net Expenses were $25.1 million which was $770,000 (3.0%) less than budget.
Expenses were mixed with Salaries $318,000 (2.7%) less than budget due to lower
Hospital patient activity and thus lower FTE’s. Contract Labor was $20,000 (2.7%)
greater due to Care Center contracted therapy costs. Benefits were $114,000 (3.3%)
greater due to Health Insurance claims. Supplies were $206,000 (6.4%) less than budget
due lower activity in Surgery. Drugs were $658,000 (27.7%) less due to unrecorded
Medical Oncology purchases and decreased Hospital patient activity. Purchased Services
were $22,000 (1.4%) greater than budget; Repairs were $22,000 (2.6%) greater than
budget due expenditures in numerous departments and the new leases; Utilities were
$15,000 (3.6%) less than budget; Insurance was $10,000 (5.6%) less than budget; Patient
Related Travel was $4,200 (3.7%) less than budget; Education, Travel, and Dues were
$32,000 (12.7%) greater than budget due to Administration and SWEPT activity; and -
Other was $1,000 (0.9%) less than budget. Depreciation was $10,000 (0.5%) less than
budget while Interest was $23,000 (5.3%) less than budget. Bad Debis were $71,000
(16.3%) less than budget with Taxes $31,000 (5.6%) less than budget. Bad Debts and
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Uncompensated Care were $162,000 (19.7%) less than budget and $5,500 (0.8%}) greater
than last year. : _

Non-operating activity was $5,100 greater than budget. Rice will continue to monitor its
investments and analyze if some investments that should be sold in order to capture the
realized gains on the instruments. :

The Hospital generated an Operating Loss of $1.4 million compared to budgeted
Operating Income of $639,000 and last year’s Operating Loss of $671,000. Care Center
activity generated Operating Income of $90,000 compared to expected Operating Income
of $182,000 and last year’s Operating Income of $33,000. Home Medical activity
generated Operating Income of $64,000 compared to budgeted Operating Income of
$13,000 and last year’s Operating Loss of $13,000.

Statistical and Velume Summary

Statistics and volumes were mixed for the month. Patient days were 7.1% less than
budget while admissions were 11.1% less than budget yielding an increase in length of
stay of 2.2% from budget. Compared to the prior year, patient days were 107 (9.8%) less
for the month with admissions 41 (13.4%) less than last year. The average daily census
for the month was 31.7 compared to a budget of 34.2 and 35.2 last year. Observation
patients were 29.3% less than budget and 19.6% less than last year. Medicare case mix
was 3.7% less than budget while the overall case mix was 2.0% greater than budget.
Overall activity as measured in terms of adjusted admissions was 10.9% less than budget
and 10.5% less than last year while adjusted patient days were 6.9% less than budget and
6.9% less than last year. There were 52 deliveries for the month compared to a budget of
65 and 65 from a year ago, Care Center resident days were 11.3% less than budget with
an average daily census of 65.5 compared to the budget of 73.9.

YTD patient days were 4.4% less than budget while admissions were 5.0% less than
budget vielding no change in length of stay from the budget. Compared to the prior year,
patient days were 235 (7.1%) less with admissions 61 (6.6%) less than last year. The
average daily census was 33.9 compared to a budget of 35.5 and 36.1 last year.
Observation patients were 29.4% less than budget and 23.4% less than last year.
Medicare case mix was 4.0% less than budget while the overall case mix was 1.2% less
than budget. Overall activity as measured in terms of adjusted admissions was 7.3% less
than budget and 7.8% less than last year while adjusted patient days were 6.5% less than
budget and 8.1% less than last year. There were 192 deliveries compared to a budget of
180 and 173 from a year ago. Care Center resident days were 9.0% less than budget with
an average daily census of 67.3 compared to the budget of 74.

Ancillary departments were mixed for the month. Surgery & GI procedures were 2.1%
greater than budget and 1.9% greater than last year. Emergency Room visits were 6.2%
less than budget and 5.9% less than last year. Lab tests were down 14.5% from budget
and 15.0% less than last year. Medical Imaging procedures were down 17.0% from
budget and 16.9% less than last year. Radiation Oncology treatments were 20.2% less
than budget and 19.4% less than last year while Medical Oncology visits were 33.1% less
than budget and 32.3% less than last year. Dialysis treatments were 10.3% greater than
budget and 11.4% greater than last year; Rehab visits were 7.5% less than budget and
7.2% less than last year; Hospice visits were 2.4% greater than budget but 0.7% less than
last year; and Ambulance runs were 6.6% less than budget and 5.9% less than last year.
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On a YTD basis, Surgery & GI procedures were 0.8% less than budget and 1.0% less
than last year, Emergency Room visits were 5.3% less than budget and 5.0% less than
last year. Lab tests were down 10.3% from budget and 10.9% less than last year.
Medical Imaging procedures were down 15.2% from budget and 15.2% less than last
year. Radiation Oncology treatments were 29.0% less than budget and 28.3% less than
last year while Medical Oncology visits were 15.0% less than budget and 14.0% less than
last year. Dialysis treatments were 9.7% greater than budget and 10.8% greater than last

year; Rehab visits were 0.1% less than budget and 0.8% less than last year; Hospice visits -

were 2.3% greater than budget but 0.8% less than last year; and Ambulance runs were
3.8% greater than budget and 4.8% greater than last year.

Full Time Equivalent’s (FTE’s) for the month were 807 compared to a budget of 813
{0.7%) and compared to last year’s total of 802 (0.6%). Hospital FTE’s were 1.3% less
than budget; Care Center 4.1% less than budget; and Home Medical 9.0% greater than
budget. YTD FTE’s were 804 compared to a budget of 827 (2.7%) and last year’s total
of 811 (0.8%). Hospital FTE’s were 3.0% less than budget and 2.4% less than last year;
Care Center was 3.3% less than budget but 1.4% greater than last year; and Home
Medical was 0.6% greater than budget and 12.1% greater than last year.

KﬂxL Indicators
The Operational indicators were negative for the month compared to budget.

Consolidated Operating Margin was -5.2% compared to the budget target of 3.3% and
last year’s -1.9%. Excess Margin was -4.6% compared to a budget 0f 4.2% and last
year’s -3.0%. The EBIDA Margin was 5.8% for the month compared to a budget of
13.4% and last year’s 7.0%.

The YTD Operational indicators were negative compared to budget. Consolidated
Operating Margin was -5.4% compared to the budget of 3.1% and last year’s -2.3%.
Excess Margin was -4.3% compared to a budget of 4.0% and last year’s -1.9%. The
EBIDA Margin was 5.8% compared to a budget of 13.1% and last year’s 8.2%.

The Financial ratios indicate that the Debt/Capitalization ratio of 42.7% was higher than
the year-end target of 41.8% and higher than the benchmark of 38.7%. Debt Service
Coverage was 1.6 compared to the budget of 3.1 and the debt covenant of 1.25. Days in
accounts receivable were 58 compared to a target of 50 and last year’s 67. Days of Cash
were 112 compared to the year-end target of 129 and last year’s 100, The Cash/Debt
ratio was 65% compared to the year-end target of 82%; last year’s 56% and the
benchmark of 87%. The Financial Strength Index was -0.96 compared to the budget of
1.21 and 0.73 last year.

YTD Hospital productivity ratios in terms of staffing was greater than budget with FTE’s
per adjusted admit at 15.2 compared to a budget of 14.7; last year’s ratio of 14.4; and the
benchmark of 14.9. FTE’s per adjusted patient day were 4.3 compared to the budget of
4.1; last year’s ratio of 4.0; and the benchmark of 4.4. Care Center Hours per Resident
Day were 6.4 compared to the budget of 6.2 and the benchmark of 5.8. Sales per FTE at
Home Medical were $155,000 which was 1.5% less than the target but 3.9% higher than
last year.
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RICE MEMORIAIL HOSPITAL

CONSOLIDATED
BALANCE SHEET
For the Three Months Ending March 31, 2013
CURRENT PRIOR
YEAR YEAR END CHANGE

1 ASSETS

2 CURRENT ASSETS

3 CASH AND CASH EQUIVALENTS $4,151,349 $2,995,489 §1,151,861
4 TRUSTEE BOND AGREEMENTS - CURRENT 921,649 2,393,907 (1,472,257)
5 ACCOUNTS RECEIVABLE NET 16,089,248 18,416,955 (2,327,707)
6 OTHER RECEIVABLES 386,682 626,156 (239,473}
7 INVENTORY 1,991,934 1,881,543 110,391
8 PREPAID EXPENSES 1,185,198 1,080,525 104,673
10 TOTAL CURRENT ASSETS 24,726,060 27,308,573 (2,672,512)
11

12 ASSETS LIMITED AS TO USE

13 HELD BY TRUSTEES - BOND AGREEMENTS 3,181,089 3,181,089 0
15 REMAINDER UNITRUST - RECEIVABLE 43,996 43,996 0
16 ENDOWMENT FUND - INVESTMENTS 2,729,190 2,616,990 112,200
18 TOTAL ASSETS - USE IS LIMITED 5,854,275 5,842,075 112,200
19

20 PROPERTY PLANT & EQUIPMENT

21 PROPERTY PLANT & EQUIPMENT 134,179,938 132,297,068 1,882,870
22 LESS: ACCUMULATED DEPRECIATION (14,046,875) (72,741,611} (1,305,264
24 NET PROPERTY, PLANT & EQUIPMENT 60,133,063 59,555,457 577,606
25

26 OTHER ASSETS

27 INVESTMENTS 24,584,091 25,941,901 (1,357,810)
28 INVESTMENTS - SHARED HEALTH RESOURCES 425,186 425,186 0
29 INVESTMENTS - WILLMAR MEDICAL SERVICES 4,657 445 3,647,124 1,010,320
30 OTHER INVESTMENTS 79,963 79,963 0
31 GOODWILL, NET 85,722 86,056 (333)
32 DEFERRED DEBT ACQUISITION COSTS 196,651 200,398 {3,747)
13 OTHER 2,278 0 2,278
35 TOTAL OTHER ASSETS 30,031,336 30,380,628 (349,207
B OTATASSERS T4\ et ElslEs R
39

40 LIABILITIES AND NET ASSETS

41 CURRENT LIABILITIES

42 CURRENT MATURITIES OF LONG TERM DEBT $2,179,457 $2,290,275 ($110,818)
43 ACCOUNTS PAYABLE - TRADE 1,326,279 1,730,604 {404,325)
44 ESTIMATED THIRD FARTY PAYOR SETTLEMENTS (29,504} {29,504) 0
45 ACCRUED SALARIES, WAGES AND BENEFITS 10,681,779 10,992,653 (310,874)
46 ACCRUED INTEREST AND DUE TO WMS 3,144,286 2,089,775 1,054,511
48 TOTAL CURRENT LIABILITIES 17,302,298 17,073,804 228,494
48

50 L.ONG TERM DEBT (LESS CURRENT PORTION) 44,328,978 45,957,263 (1,728,285)
52 TOTAL LIABILITIES 61,531,276 63,031,067 (1,499,790)
63

54 COMMITMENTS AND CONTINGENCIES

55

56 NET ASSETS

57 RESTRICTED FUNDS

58 DEBT SERVICE AND RESERVE 3,181,089 3,181,089 0
59 SPECIFIC PURPOSE FUND 32,649 88,338 (55,689)
60 PERMANENT ENDOWMENT 2,729,190 2,616,990 112,200
61 CURRENT YEAR INCOME (1,038,022) 2,430,598 (3,468,621)
62 UNRESTRICTED 54,408,553 51,828,651 2,579,902
64 TOTAL NET ASSETS 59,313,459 60,145,666 (832,208)
ilas ey U4 T RN TR 1 RS 0 E DTSy Ealdi R EEELTIH
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RICE MEMORIAL HOSPITAL
CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED:

March 31, 2013
Line#

Current Prior
YTD YTD

1 Sources of Cash & Investments:
2 Net Income ,

3 Depreciation & Amortization

4 Debt Proceeds

5 Other

6

$ (1.038,024) §  (476,105)
2,028,422 $ 1,970438

7 Total Sources

900,398 1,494,330

8

9 Uses
10 Property, Plant, and Equipment - Gross
11 Debt Payments/Re-funding
12 Working Capital Changes & Other - Net
13

2,590,557 2,443 528
1,839,103 2,336,478
(3,233,313) (471,466)

14 Total Uses

1,196,347 4,308,538

15

16 Increase / (Decrease) Cash & Investments
17

18 Beglinning of Period (January 1)

{205,948) (2,814,208)

28,941,388 28,854,321

19
20 End of Period

$28,735440 § 26,040,113

T U e e

R T e



%5 20L %0°8- (20} ovL £i9
%00 L' %06~ {009) 959'9 950’9
%01L cLl %249 40 081 261
%GZE 1y %9'8 0 oS ¥'G
%OLL ZGe %LFL LG 198 ZLy
%G'PGT 2 %egl- (21 06 8/
%48 2656 %59 {219) Zer's glg's
%82 6.9'¢ %S i~ (Gs1) #99°2 01F'Z
%Z0 22071 %z L (Z1o0) P BZO'L
%0 oeelL %0 (pS0'0) Qe £8Z°1
%b'ee- 9z/ %¥ez- (1ea) 287 9GS
%99 816 %0'G- () 206 168
%z )~ 86°¢ %00 (000 ¥5'€ ¥G'E
%1 g 1o Uik - &'1) G'ge 6EE
Y%l L~ 682 Yol ¥~ (6g1) €6L'S #50°
%z 0l 99g %S Tl ¥i 055 ¥Z9
%9+~ 8z2 %c'Ze-  (0%) zze cil
Y i~ 95/ %6 LL- (48} PEL 2%9
Yt 2~ BEL'L %G (0} 1891 119
ﬁu TeA “JA JOLEH ..,\a.._m> eA uumv_..m renjoy
JOHdAYY ALVA-0Ol-dv3A

PRSI % AL [Y 99 B

snsuag Aiileg abelsay-i2iue) aie) o0y %EE- g/9 %Ee L1~ (+'9) 6'€l 569
sheq-18)us) a1e0 201y %E - LOL'Z o%E L1 (6252) 062'C LE0'E
suuIg %002~ 59 %0°0Z- €1 59 ra
AasioNyNDI-snsuag Alleq sbeleny  94gg gy AR 0 £ 84
Awsiny Y%¥ 61" PeL %Gl (02) 821 801
Assiny ale)) sjeipstue| %6 ZHSG 2 %0'9¢ oL 5¢ SP
sheq] jusyed pajsnfpy %6°9- Ige's %60 (8z2) $82'¢ 050'c
SUOISSIUPY paysnipy %504~ £76 %601~ {top az8 gz8
1630 L-X3pu| XIl¥ 9seD %G oio'L %O0'E L2000 ZRO'L 290°)
Xapu| XN ased) aleoipa %€ oge’l %l € (evo'p) oL 1871
sjusied uojenasgo %Y'Gl- 174 %EBT- (cg) £92 002
wenedul-suoissupy %b'Sl- 208 AR (cg) 662 89z
Ae1g jo pbus afeiany %0 or'e %E'T 800 ¥o'e A X
snsusg Ajleq sbelsay %9'6- FA Yl LA~ {3 Z¥E 2g
spad 2 UNpY {ejo L %96 160'E %l - {52) 650°L P06
p|eay |Ba %P £0Z %9/ Gt 28} Zie
noaol %9 it~ L2 %0 0%~ (0g) Gl Sk
ameD SUSIKIYD PUE USLLOAA %E G- g2 %921~ {62) 0£2 Loe
B18D YjesH Inpy Y%¥ g ¥i5 %9'G- (1€) 156 9¢s
sAeqjusned
or dep A J0Ud  Y%Iep ep  jebpng |emoy
0UdAayY HLINOW LNIHYHEND

€1L0Z ‘L€ Y2Irew
:03dN3 AOIYHAd 2HL HO04

AMVINIANS JWNTOA ANV TVOLLSILVYLS

TV LIdSOH TVIRIOWIIN IO



sicdie o shashessdhlo.

wotosiisllid

- sithaceles

%8'0- 118 %l E- (£2) 28 08
%LEL 89 %90 0 1l 8/
%YL £8 %ee (g .8 ¥8
%¥e- 869 %0'g- (02) z99 Zv9
%8y 89 %8E 6z #59 6.9
%0~ 08L°G %E'Z 8z 209's ver's
%80~ 6501 S B (5N oLs'olL 16¥'01
%80l ¥20'z %26 861 PrO'Z we'e
%0~ 559 %064 (68) 299 £95
%E 82~ 1661 %062 {¥ag) LI0'E 22F')
%Z'GL- 09L'y %eGL-  (gz) £94'% 8€0'y
%601~ 600°zL %E0E- (gL ZIS'LL 851'P0
%0°G- Zre'e %86 (bLL) 1SZ'E 080'c
%E"E- £99'¢ % (GiL) 6992 $15'2
%9'Zh- 6.5 %00L-  (98) z95 905
%04~ £O%'4 %e0-  (ti) 65%°) Sb'L
%S'E L00'L %G Sz L10°L 9c0'L
%g 0L 9y %08 {9g) gt rAN

% AEA AAAOHd 9% IBA “AeA ummtsm jemdy
Joudnoy ALVA-OL-¥V3IA

sdldieiol
|EQIPSIN SWOH - $514
Bue) ale) -s 314
[endsoH  -s3id
{s.3.1d) sjuejeAInbI SUN] [ifid

suny eoueNguy
susIA aoidsoly
SHSIA qeyay
sjuauneal | sisAjeig]

sysiA ABojcouQ feoipsiy
sjustes) | ABojoou uanelpey
sainpanold Buibew| jeopap
s|sat qe

[e30 L-SJSIA ¥
uagedinh-SUSIA ¥3
wenedul-sisip y3

saabing jejoL
souebing 40
saualbing d|
SadIAI9G Arepiouy

£10Z ‘L€ Yyosen
-J30N3 AOi™3ad SHL "O4d

JE Y R N N PO

%90 z08 %4 0- () €18 /08
%01 0l %06 ) L 1L
%LT ¥] %L - ] 8 £8
%L 0 LG9 %E L ® 968 b9
%6'G- 6E2 %0 (o1) e GZ2
%l 0- ££8'1 % A 784°1 ves'L
%2 L~ $Z5'E %G - (¥92) geg'e 112'¢
%b bl 569 %E 01 zL z0L vil
%E ZE- £o¢ %1 'ge- (88) 992 841
% 6L~ SLs %e 0Z- (or1) A £46
%G'GlL- 00zl %O LL- (682) LOL'L gL¥'L
%0'GL- 190'¥Z  %G¥l- (cop's) oze'se  09v'0Z
%6 G- 198 % 9" {Zl) oLl 260°1
%Q'¢C- 2¥6 %Gt~ &) 956 cL6
%y 9)- ¥1Z %6 EY- 62) 202 B4l
%6’} 9l¥ %LE 1] GlP Sop
%0 s> %l¥ vE GPe BSE
%09 ¥EL o4 e ) ogl ozl

% 1BA A JOLld Y aep Jep yefipng jemoy
loudgnpoy HLNOW LNIHMND

AHVINAINS RN TOA ANV TVIILSILLVLS

VLIdSOH IVINOWaW IOy



i
3

;3;:

it

n“_m..._.. b4 %0792 £9 £S5 99 E : puey uo sAec AIoJUsAU g
i %E Y Yol 0Z- 8BS oL 5'G 3 swinj fiojusay| Gb
¥
§.m %G - 058'6¥L S LE6'ISL S b2ossE § %gw r4% %8°g- SIL'2ELS  9¥LloLE 986'vGl § 3Ald sed sopes o
TESINa WoH 8314 Z¥
M L
85 %BL'E %Y 9 z9 ve w@ %E'E %E'9 £'9 z9 g9 e fod Sinoy 181085 3165 9519 oF
L 6t
%69 %S0 %LT %L6 %0'6 Y%EE . %S %L %62 %P6 (uoneroaidag + ysasaqu)) asuadxy jeyden ge
Fis
%bL %S sy %SZ- %z} %l %8° %02~ %0"} %8’} %l b anuaAsy JuUajied JaN Jo % se Jqaq peg 9¢
14
Lz %6'9- %E b1~ ots’E ¢ 609k $ ez¥'l %e'6h- €88t § 029°) $ 60L'L  $ yosia oy Iwo sed ssuadxz Bnag @ Ajddng |10, v¢
k%9 e Y%t Ze- w8 % 1v8 ¢ £59 %9 pe- Izg % [l6  § 989 [3 abieyosia paisnlpy WD sod asuadxy Big ¢
g& zl %L 69 % gL % A %11 654§ £0L %t g abieyosig psisnpy IO Jad ssuadxg Addns gg
g
vy Yu6G %6 oy L'y oy %8 - &'t £v (¥4 £eq juspeq paysnipy Jad 314 of
(34" %E'S %e°e vl Fa 1 s %6'6 el 6ch Z2'54 Juwpy paysnipy Jed 314 62
: oz
%0% %G %L H %L ZS %9°6¥ %l 58 %S'Th %0TS °%L 08 %98 oney uopesuadwos 22
oz
eer'e %E'E %6°T 281’8 $ 6IT'® $ 9sbs Yy 0iL's ¢ g£f0'8 § tes's jwpy ‘[pyresuadxy ejqejjonuod 5z
¥z
JEFidsOy 830y €z
1% 0 ; i
00 %L TET %9BLL L 12 {96°0) xaput buang feppueuly 12
ol %G %Lg- 96 0ol 1'e jue| Jo By abessay Oz
V6 %e'e LA t'9 98 oe oney uoysny gl
%48 %9l %48°'02- %95 %23 %59 wagyse paynsaun g1
(X328 %8'bL % gL ool 621 2L yseD jo sfea /1
9 Y%l EL- %6°GE L9 (1] 95 [endsoH-ajqeAaledey sjunoaoy w sfeq joN 91
¥4 %92 %t 61 oz e 9L abesencsy a3nIag Juod Gl
%L 8s %e°2- %ee %0'st %S %l ¥ opey :oaﬁ__s.nmoanan ¥L
%8°0L EA X Y2 L~ %E8 %L'EL %8s %9 2= %0L %¥el %8'G {uoeziuowy + uoneRadeq L
+ 15343y arojaq sbujues) volga

0k

%8 %¥T %&°8 %61~ %ot Wl P %9°g- %0°g- %Z'¥ %9'p- uibiepy ssaax3 pajepliosuc) g

8

%2 %0°¢- %58~ %E - %Lg 'S °.5g- %6°1- %e'e %ZG ujbieyy Buniessdo pajepyosuos 2

9

%¥'e %12 %20 %090 %LE %S"1 %S0 %40 %80 [ESIDAN SWCH 301 §

%82 %9 - %eT %G5 %6t %GL %Ee- %E 0L %gLL IsjuaD aued 30N

%SG b- %E 0L~ %8 %82 %E L- %L L %L %Le % g jendsop 20l €

Syjiglinjousg GEioud SAOY PNg SADY 44 JoUd | jebpng femoy 1004 SA 19y png SARY ) M0ld  ebpng emoy
Aiysnpuj aoueues | aduelep QOUBLEA  9DUBLEA
jeQ-0FIed ) jeq-oy-ucy
SLILEIE0 HAANT FOTHEd AHL 90A

SHOLVIOIANT ZIONVIARIOITAd AHH
TV.LIISOH TYTHIOWHN A3Td




CITY COUNCIL ACTION
CITY OF WILLMAR, MINNESOTA

REQUEST FOR COMMITTEE ACTION Date: May 20, 2013
Agenda Iltem Number: 4 [] Approved [ Denied
) []Amended [ ] Tabled
Meeting Date: May 13, 2013 [] Other

Attachments: Yes No

Originating Department:  Finance

Agenda ltem:  Waste Treatment Rates

Recommended Action: Review and give staff direction on setting the Waste Treatment rates sufficient to
cover operations and debt service for the City’'s Waste Water Treatment Fund.

Background/Summary: Since the completion of the new Waste Treatment Plant, staff, Committee, and
Council have been reviewing and discussing different proposals to adjust the Waste Treatment rates.
increases are projected to cover the operational and debt service costs of the Waste Treatment Fund.

Alternatives: Different variations of rate increases.

Financial Considerations: Increase in rates to cover operations/debt service at the Waste Treatment Plant.

Preparer;: Steve Okins, Finance Director Signature:

Comments:




Springsted incorporated
380 Jackson Street, Suite 300
Saint Paul, MN 55101-2887

» pring sted Tel: 651-223-3000
Fax: 651-223-3002
www.springsted.com
MEMORANDUM
TO: Finance Committee |
Charlene Stevens, City Administrator
Steve Okins, Finance Diractor
FROM: Kathleen Aho
DATE: May 10, 2013
SUBJECT: Wastewater Treatment Proposed Rate Increases

The City Council has under consideration implementation of new, increased sewer rates. The
impetus for this change is the significant drop in consumption that has caused system revenues
to drop in turn. No rate increase is easy to impose; however, the ongoing operation of the
systemn relies on maintenance of adequate operating and debt coverage. Fund balance has
dropped over each of the last three years and without near-term action, City residents will face
an even sharper increase to bring th e system back into balance.

The three primary factors influencing net operating income are system revenues, operating
expenses, and debt service costs.

System Revenues: The rate structure for the utility is largely based on consumption. The table
below shows the consumption levels over the last four years. The financing for the wastewater
treatment plant occurred in 2008 and the finance plan on which the rate structure was
established relied on fairly constant consumption figures with projected increases of only 1.5%
annually. Instead, system consumption has dropped by 16% although the number of metered
users has remained fairly constant. The result, of course, is a drop in revenues.

Cansumption {cu ft) 2008 2008 2010 2011

RCPLi 115,465,455 109,624,400 104,805,100 100,959,400
JOTS 70,965,107 62,281,700 60,382,400 55,953,300
Qverall 186,460,830 171,906,100 165,191,500 156,952,700

Public Sector Advisors



City of Willmar Finance Com mittee
May 10, 2013
Page 2

QOperating Expenses: Because it is a brand new plant, no historical operating data was
available when rates were originaily projected and the projections had to rely on engineering
estimates. At the writing of our report, 2012
actual figures were nhot available and the Operating Expenses
chart to the right relies on 2012 budget s
figures. As you can see, 2011 figures é
exceeded the original projections, but this § =
could be related to start-up timing or
unanticipated expenses.

Debt Service: The original projections $1
included a single, large bond iransaction as 3 —
the source of funding for the new plant. In s 2010 2011 2012
reality, a portion of the original loan was uEstimeted % Actuai

rewritten and several other changes have
occurred that are different than the original plan. Despite this, and the expectation of additional
infrastructure needs for the system, the tfotal debt service cost within the plan is now at or
slightly below that originally included in the projections.

As a result of these observations, you can see that the primary contributing factor to the need
for a rate increase appears to be that users have reduced their consumption. If a significant
growth in users was expected near-term, rate increases couid be mitigated, but that is not the
case.

A question has been asked about moving more of the rate to meter charges. Within general
user revenue of nearly $6 million, a $1 additional meter fee will raise approximately $100,000.
A rather significant change would be needed to have a material effect.

| will be in attendance at the Finance Committee meeting on Monday and will bring with me an
update to the presentation made to the Council last November. As time passes, the rate
increase needed to generate the same amount of revenue increases also due to the loss of time
over which it can be collected. The changes to the November report are largely to reflect an
expected July 1 increase versus the January 1 increase originally projected.




