
WELLMONT CFO TO LEAVE HEALTH SYSTEM, 
SERVE AS TREASURER DURING TRANSITION 

 

 KINGSPORT – Beth Ward, who has successfully guided Wellmont Health System’s financial 
strategies as chief financial officer for the past 18 months, will be leaving that post to pursue new 
professional opportunities. 

 “Health systems across the country have recently faced significant financial challenges from 
changing healthcare legislation to a downturn in the national economy,” said Denny DeNarvaez, 
president and CEO of Wellmont. “We are extremely fortunate to have had Beth’s leadership and 
remarkable stewardship of our finances during these times.” 

 The search for a replacement is underway. During the transitional period, Ward will continue 
serving as Wellmont’s treasurer, with the primary responsibilities of overseeing investments, debt 
management and bank and bondholder relationships. 

  “Our organization is better because of Beth’s service with us, and we look forward to her 
continued service in this new interim role over the coming months,” DeNarvaez said. “We also wish 
her the very best as she pursues her next career path.” 

### 

 



Wellmont Health System announces Lee Regional Medical Center closing in wake of 

healthcare reform; hospital to help patient, co-workers transition 
  

Despite significant efforts by hospital administrators and the local board of directors to secure its 

future, Lee Regional Medical Center will join the list of hospitals across the country to close in 

an era of unprecedented changes to health care.  Lee Regional Medical Center, located in 

Pennington Gap, Virginia, represents 2% of Wellmont Health System’s operating revenue and 

this closure will not impact debt service coverage as this is excluded from the calculations under 

the Wellmont Health System Master Trust Indenture. 

  

Three issues are the primary reasons that have led to this decision – reimbursement cuts 

associated with the Affordable Care Act, extremely low community use of the hospital and a lack 

of consistent physician coverage. 

 

Lee Regional will cease all operations on Oct. 1, but patients who need a broad spectrum of care 

will still have seamless access to other Wellmont Health System facilities in the community and 

throughout the region. Wellmont Medical Associates will work with other community partners to 

assess what outpatient services are most needed and how those could be best served in the 

region. 

  

“We had certainly hoped Lee Regional could remain open as a hospital and continue serving the 

community, but the difficult realities facing our facility are too much to overcome,” said Fred 

Pelle, the hospital’s interim president. “We remain committed to serving the health needs of 

people who live and work in Lee County and will assist them in whatever way possible in this 

transition.” 

  

The closure is due in part to major cuts in Medicare reimbursements by the federal government 

associated with the Affordable Care Act and a lack of Medicaid expansion by the commonwealth 

of Virginia. Another factor is the additional 2 percent cut in Medicare reimbursements enacted 

because of the federal sequester. 

  

More than 60 percent of the hospital’s payments comes from federal and state programs. 

  

Through the American Hospital Association, hospitals across the country agreed to initial cuts in 

the reimbursements with the understanding Medicaid would be expanded to compensate for that 

lost revenue. But the U.S. Supreme Court’s ruling on the Affordable Care Act left it to the states 

to decide whether Medicaid should be expanded. 

  

Virginia has put the issue in the hands of a commission consisting of delegates and senators but 

reached no conclusion. In the interim, the steep cuts have profoundly impacted the financial 

ability of hospitals in the region and across the country to survive. 

  

“These political decisions clearly can have dire ramifications for small communities and the 

hospitals that serve them,” said Denny DeNarvaez, Wellmont’s president and CEO. “For months, 

Wellmont and other health systems in the region and across the country have outlined the 

consequences of these cuts on community health. While our local legislators have been 



understanding, there is simply not a supportive state or national climate overall to effectively 

resolve this matter. 

  

“The national goal is to reduce costs and keep people out of the hospital. This is a noble 

initiative, but the cuts are hitting faster than struggling rural hospitals can respond.” 

  

Another matter that has affected Lee Regional’s ability to continue as a hospital is finding 

physicians to take call coverage at the hospital. 

  

Pelle said physicians who provided call coverage notified Lee Regional administrators that they 

would no longer provide this service as of Oct. 1. 

  

“Hospitals rely on physicians from the community for call coverage,” Pelle said. “When that 

coverage is no longer available, no one can appropriately manage patient care in the hospital. We 

cannot create the quality or environment of care the community needs and deserves without a 

reservoir of physician coverage.” 

  

Additional efforts to work with these physicians on a potential solution produced no plan that 

was sustainable for the hospital and the community, Pelle said. 

  

The hospital has also experienced financial challenges due to a decrease in the number of 

patients in an economically distressed community obtaining care at the hospital. The hospital 

made several changes to respond to changing patient needs and reduced revenue, including 

reducing inpatient and intensive care services. 

  

“Unfortunately, since that time, community usage of the hospital has continued to decline to an 

average daily census of only a handful of patients,” Pelle said. “Emergency department and 

outpatient volumes have also fallen during this time. Even though we made appropriate 

adjustments in our staffing volumes, the financial losses were expected to be $4 million or more 

per year in the coming years.” 

  

Pelle said Lee Regional is focused on helping co-workers at the hospital obtain new jobs. The 

hospital employed about 100 people, roughly 1 percent of the county’s workforce, and these co-

workers will receive severance pay. Pelle said these co-workers served Lee Regional and the 

patients they treated with great pride. 

  

Wellmont Medical Associates will also work relentlessly to help patients obtain the care they 

need. The community assessment that will be undertaken might lead to the development of after-

hours clinics, telemedicine consults, testing, imaging, chronic disease management services, and 

visiting specialty physician clinics. 

  

Primary care services will continue to be available through the Wellmont Medical Associates 

practices of Drs. Monika Karakattu, Sidney Gilbert and Patrick Molony in Pennington Gap and 

Jonesville. 

  



Plus, nearby Lonesome Pine Hospital and Holston Valley Medical Center, which serves dozens 

of people from Lee County every day, are equipped to treat patients from Lee County. These 

hospitals have also committed to begin new care management efforts for patients transitioning to 

home health or nursing homes in the county. 

  

WellmontOne Air Transport and Med-Flight II, which have many of the same pieces of 

equipment used in Wellmont emergency departments, are also ready to assist patients in Lee 

County with rapid transport. Whether they reach patients via the helipad that will remain 

available at Lee Regional or at the scene, paramedics and flight nurses on these aircrafts will be 

available to deliver lifesaving care. The helicopters can reach Holston Valley in 12 minutes and 

Bristol Regional Medical Center in 18 minutes from Lee Regional. 

  

In addition, Wellmont has instituted a patient navigation and information service to assist 

residents of the county with any questions related to accessing the services they need. Medical 

professionals can also be accessed at any time by calling 1-877-230-NURSE (6877) for general 

medical questions or assistance scheduling testing or hospital services. 

  

“Do not hesitate to access these services and facilities because they are designed help patients 

and the community during this transition,” Pelle said. “We have had the honor of serving Lee 

County for many years with high-quality care, and that will continue to be our approach well into 

the future.” 
  
 



WELLMONT HEALTH SYSTEM’S BOARD CHAIRMAN, 

CEO ISSUE STATEMENTS 
  

KINGSPORT – Roger Leonard, chairman of Wellmont Health System’s board of directors, 

issues the following statement: 

After four years of strong leadership for our organization, Denny DeNarvaez has decided the time 

is right for her to leave her role as CEO of Wellmont. 
  

We are experiencing a period of great transformation here at Wellmont as our board continues its 

process to explore the right and best path to ensure a future that allows us to thrive for generations to 

come. It is not unusual during these times of transition that there be a change in leadership. 
  
We thank Denny for her contributions to Wellmont during the most pivotal time ever experienced 

in the health care industry. Under her leadership, Wellmont has accomplished many important strategic 

objectives, such as: 
  

 Establishing Wellmont Medical Associates, the Wellmont CVA Heart Institute and the 

Wellmont Cancer Institute as market leaders  

 Introducing the Wellmont LiveWell initiative to improve community health and wellness 

 Expanding Wellmont’s regional access through new physician offices, testing centers and 

urgent care centers  

 Implementing the Epic electronic health record with record pace and best-practice 

execution 

 Adopting the Healing Environment, which advances the patient- and family-centered 

focus of our care delivery.   

            She has also established a strong executive leadership team, which remains to capably assist with 

this transition. We wish her well in her future endeavors. 
  

During this time of transition, the board and Wellmont’s executive leadership team will work 

together until an interim CEO is identified.         
  

The focus of our board continues to be the work of determining the right strategic direction for 

Wellmont and health care in our region, and we are encouraged by the options before us. 
  
Denny DeNarvaez, president and CEO, issues the following statement. 

  
I am so proud of all that we have accomplished here at Wellmont during my time as CEO.  Every 

day, our physicians and nurses and co-workers serve tirelessly to bring comfort and healing to patients 

and their families across the region during the most vulnerable of times.  
  
I thank everyone for welcoming me into the Wellmont family for the past four years, and I hope 

you will understand my need to transition at this time. 

### 

 



Bart Hove Named Wellmont’s Interim President And CEO, Brings 37 Years of 

Health Care Leadership Experience 

Bart Hove, who provided impressive leadership as president of Bristol Regional Medical Center for 12 

years, has been selected as Wellmont Health System’s interim president and CEO. 

Hove will begin his service Tuesday, Sept. 16, and bring 37 years of experience in health care 

administration to the helm of Wellmont. He will head the executive leadership team for a diverse health 

system that has set a standard of excellence for the region in health care delivery. He will work with 

Wellmont’s corporate team and divisional presidents to build on the strengths of all Wellmont hospitals 

together with Wellmont Medical Associates, the Wellmont Cancer Institute and the Wellmont CVA 

Heart Institute. 

Hove succeeds Denny DeNarvaez, who recently resigned after four years as president and CEO. 

“Bart is a remarkable leader who was instrumental in Wellmont’s success during his earlier tenure with 

us,” said Roger Leonard, chairman of the health system’s board of directors. “He is familiar with 

Wellmont’s operations and has worked hand in hand with our executive leadership team, so he will hit 

the ground running. 

“We are grateful Bart has agreed to assist us during this important time in Wellmont’s history and know 

his wisdom and experience will benefit our organization considerably as we move forward.” 

Wellmont’s board has been engaged for a year and a half in a thorough evaluation of the health 

system’s long-term future in light of the changing national health care landscape. The board has decided 

to affiliate with another organization and narrowed the list of organizations it is considering to three. 

The process is in a due diligence phase, with the board possibly deciding on a partner by the end of the 

year. 

“It’s an honor for the board to ask me to work with them as we examine Wellmont’s options for the 

future,” Hove said. “I have seen the organization’s tremendous growth and innovation and witnessed 

sensational care delivered every day by our outstanding physicians, nurses and other dedicated medical 

professionals. This will only accelerate as Wellmont takes the next step in its development of the best 

health care anywhere.” 

During his time at Bristol Regional, the hospital elevated the quality of care through multiple initiatives. 

Bristol Regional was designated a Primary Stroke Center and greatly expanded its emergency 

department and Level II trauma center. The hospital also bolstered its oncology and interventional 

cardiology programs with new facilities and became the regional leader in robotics with CyberKnife 

Robotic Radiosurgery System and da Vinci Surgical System. While with Wellmont, Hove was selected as 

the 2009 recipient of the Tennessee Hospital Association’s meritorious service award. 

“With the help of so many people, we greatly enhanced the caliber of care through a progressive spirit 

across Wellmont,” Hove said. “Holston Valley Medical Center, our community division hospitals and our 



outpatient facilities also found additional ways to remain on the cutting edge of health care. It was a 

pleasure to be part of a team that was constantly looking for ways to deliver optimal health care for our 

region.” 

Prior to joining Wellmont, Hove served as CEO of Delta Regional Medical Center in Greenville, 

Mississippi; president and CEO of Good Samaritan Hospital in Lexington, Kentucky; CEO of Crestwood 

Hospital in Huntsville, Alabama; and administrator of Beaches Hospital in Jacksonville, Florida. He was a 

longtime fellow of the American College of Healthcare Executives. 

Hove received a bachelor’s degree from the Georgia Institute of Technology in Atlanta and a master’s 

degree in hospital administration from the University of Alabama in Birmingham. 

### 
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WELLMONT CEO MIKE SNOW ACCEPTS OPPORTUNITY TO LEAD 
NATIONAL HOME HEALTH COMPANY 

Snow will lead Wellmont through transition period; board to identify interim CEO 

KINGSPORT – Mike Snow, who has served as president and CEO of Wellmont 
Health System since 2008, has been named chief operating officer of Amedisys Inc. 
(NASDAQ: AMED), a $1.5 billion, publicly traded home health nursing company based 
in Baton Rouge, La. 

Snow will remain at Wellmont through a transition period. With Snow’s 
assistance, the Wellmont board of directors is in the process of identifying an interim 
CEO and expects to make an appointment by the end of February.  

“Mike came to Wellmont to help improve our financial and competitive position, 
while leading with integrity and vision. He has achieved that mission in spades,” said 
Roger K. Mowen Jr., chairman of the Wellmont board of directors. “We are grateful for 
his successful efforts to guide Wellmont through a financial review and restatement, 
update Wellmont’s strategic plan and implement improvements that have materially 
improved annual operating income. Mike has put Wellmont on stronger financial and 
competitive footing. We wish him the very best in this next chapter of his career.” 

Snow said he is proud to have worked with Wellmont’s employees, physicians 
and leaders to realize the health system’s mission to deliver superior health care with 
compassion. 

“Wellmont is a terrific organization, and I leave knowing I have accomplished 
what I came here to do – to strengthen the organization operationally and financially and 
position it for continued success,” Snow said. “I am committed to working with the board 
of directors and leadership team to ensure a smooth transition and will continue to play 
an active role in identifying an interim CEO to serve as my replacement.  

“I will miss all of the talented people at Wellmont but am looking forward to 
working closer to my family.” 

Wellmont will continue to operate as usual during this leadership transition. 
Despite a challenging economy, the health system is performing well and continues to 
improve.  

For the first quarter of the 2010 fiscal year (which ended Sept. 30), income from 
operations was $9.3 million, or more than 50 percent (or $3.2 million) ahead of the 
budget of $6.1 million. During the period, surgeries, ER visits and observation volumes 
were up slightly compared to the prior year’s first quarter, while acute discharges 
decreased slightly.  



In August, Standard & Poor’s upgraded its outlook on Wellmont to stable, citing 
the system’s “improving financial metrics” and “better-than-expected operating 
performance.” In addition, S&P affirmed Wellmont’s BBB+ credit rating. 

As previously announced, Beth Ward, a certified public accountant with more 
than 25 years experience in healthcare finance, will join Wellmont’s executive leadership 
team as chief financial officer this month. Ward will provide assistance with the selection 
of a new CEO. 

“We are fully committed to appointing a CEO of the highest quality to replace 
Mike,” Mowen said. “Our patients, employees, physicians and volunteers deserve an 
equally qualified and visionary leader.” 

About Wellmont Health System: Wellmont Health System is a premier provider 
of healthcare services for Northeast Tennessee and Southwest Virginia, delivering top-
quality, comprehensive healthcare and wellness services across the region. Wellmont 
hospitals offer a broad scope of services ranging from community-based acute care to 
highly specialized tertiary services including two trauma centers. 

### 
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WELLMONT NAMES BOB BURGIN INTERIM CEO 

 KINGSPORT – Bob Burgin, a retired healthcare executive who served for more than 

two decades as president and CEO of Mission Hospitals in Asheville, N.C., will provide interim 

leadership for Wellmont Health System as the organization conducts a national search for its next 

chief executive. 

Burgin has been as a member of the Wellmont board of directors since July 2009. He 

assumes his responsibilities as interim CEO today, working closely with outgoing President and 

CEO Mike Snow, who will leave the system later this month to become chief operating officer of 

Amedisys Inc. 

“Bob’s exemplary record at Mission speaks for itself, and he has demonstrated a keen 

understanding of the opportunities and challenges facing our hospitals during his tenure on the 

Wellmont board,” said Roger K. Mowen Jr., board chairman. “His experience as a Wellmont 

board member enables him to hit the ground running, which is a tremendous benefit to our 

organization and the patients we serve. 

“Bob is an experienced leader who will provide strong, steady leadership for our health 

system during this time of transition.” 

Burgin served as Mission’s president and CEO for nearly 24 years before his retirement 

in 2004. The organization was repeatedly recognized for its quality of care and efficient 

operations under his leadership. Following his retirement, he was named Mission’s president 

emeritus. He also worked with Mission’s foundation for three years after retirement. 

Burgin previously served as chief operating officer of UNC Hospitals’ North Carolina 

Memorial Hospital in Chapel Hill. He was also a captain in the Army Medical Service Corps. 

He is a graduate of Miami University in Ohio, where he received a bachelor’s degree in 

history and economics, and the University of Michigan, where he earned a master’s degree in 

health services administration. Burgin has also completed executive programs in health policy 

and management at Harvard University. 



Since his retirement, Burgin has served as a consultant with KPMG in Atlanta and has 

done extensive consulting for law firms. He has also provided management assistance to an 

anesthesia management company. 

He and his wife have two grown children. 

With Burgin’s selection as interim CEO, Mowen said, the Wellmont board of directors 

will now turn its attention to a national search for a permanent president and CEO. The board will 

work with an executive search firm to identify and select a top candidate, a process expected to be 

complete within six months. 

“As stewards of our communities’ hospitals, our board members take this responsibility 

seriously,” Mowen said. “We are committed to a thorough, deliberate search process to identify a 

leader with both the character and competence to lead our organization in support of our mission 

to deliver superior health care with compassion.” 

# # #  
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WELLMONT NAMES ACCOMPLISHED EXECUTIVE 
MARGARET ‘DENNY’ DENARVAEZ PRESIDENT AND CEO 
 

KINGSPORT – Margaret “Denny” DeNarvaez, who has provided executive leadership 

for one of the country’s largest faith-based health systems and led a hospital nationally 

recognized for excellence in cardiac care, has been named president and CEO of Wellmont 

Health System.  

DeNarvaez will assume her new responsibilities Aug. 1, succeeding interim CEO Bob 

Burgin. She was the unanimous selection of the Wellmont board of directors following a national 

search process. 

“Our search for the right CEO was a thorough, deliberate exercise involving board 

members, physicians, employees and community leaders,” said Roger K. Mowen Jr., chairman of 

the Wellmont board. “After meeting Denny and seeing firsthand her commitment to excellence 

and passion for service, every participant in the search process came away with the same strong 

conviction – this is the right person at the right time for Wellmont Health System, our hospitals 

and the communities we serve. 

“There’s a lot of uncertainty in health care these days surrounding healthcare reform, but 

there’s one thing of which I am absolutely certain. With Denny’s leadership, our hospitals will 

build upon our already strong record of clinical and operational excellence. And we’ll remain 

squarely focused on our mission to deliver superior health care with compassion.” 

DeNarvaez, 54, has more than 27 years’ experience in healthcare leadership. She 

presently serves as CEO of St. John’s Mercy Health Care, which includes hospitals in both St. 

Louis and Washington, Mo. DeNarvaez also provides leadership for Mercy’s extensive Missouri 

and Oklahoma operations, which encompass more than 2,200 licensed beds, nearly 15,000 

employees and nearly 3,000 physicians.  

As president and CEO of St. John’s Mercy Health Care, she oversees the fiscal, strategic 

(MORE) 
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and operational initiatives of multiple facilities, including the 979-bed St. John’s Mercy Medical 

Center. This fully accredited teaching hospital operates St. Louis County’s only Level I trauma 

Center and Level III neonatal intensive care unit. 

During her five-year tenure with the Mercy system, DeNarvaez has refocused the 

organization on its mission, vision and values, led a multimillion-dollar financial turnaround, 

established a dedicated heart hospital and developed a physician clinical council to leverage the 

experience and judgment of physicians in operations and planning. Under her leadership, St. 

John’s Mercy has been recognized as a “best place to work” by both the St. Louis Business 

Journal and Modern Healthcare magazine. 

DeNarvaez previously served as president of Abbott Northwestern Hospital in 

Minneapolis, part of Allina Hospitals and Clinics. Abbott Northwestern, the largest hospital in 

Minnesota’s Twin Cities, is nationally recognized for clinical expertise in cardiac care through its 

renowned Minneapolis Heart Institute. 

She has also served as CEO and chief financial officer of Florida Medical Center in Fort 

Lauderdale, Fla. 

“It’s not often in a person’s career you have the opportunity to marry a great job with a 

great location,” DeNarvaez said. “To lead Wellmont Health System, a premier healthcare system, 

while living in an area we have visited for the past 30 years is a blessing. 

“My parents – now both in their 80s – will be within commuting distance. Equally 

appealing, however, is the opportunity to leverage the great work that has been done to date to 

make Wellmont a preferred healthcare provider. I feel privileged to have been selected to lead 

during this chapter in Wellmont’s history.”  

DeNarvaez is a graduate of Drake University in Fort Lauderdale, where she earned a 

bachelor’s degree of business administration in accounting. She is a certified public accountant 

and holds leadership certifications from the University of Michigan Business School in Ann 

Arbor and the University of St. Thomas in St. Paul, Minn. 

She was the 2009 recipient of the Visionary Leadership Award from the Missouri 

Hospital Association and in 2007 was named one of the Top 25 most influential businesswomen 

by the St. Louis Business Journal. 

About Wellmont Health System: Wellmont Health System is a premier provider of 

(MORE) 
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healthcare services for Northeast Tennessee and Southwest Virginia, delivering top-quality, 

comprehensive healthcare and wellness services across the region. Wellmont hospitals offer a 

broad scope of services ranging from community-based acute care to highly specialized tertiary 

services including two trauma centers. 

### 
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$200,000,000 
The Health, Educational and Housing 

Facilities Board of the County of Sullivan, 
Tennessee 

Hospital Revenue Bonds 
(Wellmont Health System Project), 

Series 2006C 
 

$55,000,000 
Virginia Small Business Financing 

Authority 
Hospital Revenue Bonds 

(Wellmont Health System Project), 
Series 2007A 

CUSIP Numbers: (Base: 865293)  
AC8, AD6, AE4, AF1 

CUSIP Numbers: (Base: 928101)  
AA2, AB0, AC8 

 
 
 

MATERIAL EVENT NOTICE 
 

 The Health, Educational and Housing Facilities Board of the County of Sullivan, 
Tennessee (the "TN Issuer") issued the Hospital Revenue Bonds (Wellmont Health System 
Project), Series 2006C (the "Series 2006C Bonds"), on November 2, 2006 and the Virginia Small 
Business Financing Authority issued the Hospital Revenue Bonds (Wellmont Health System 
Project), Series 2007A (the "Series 2007A Bonds") on July 31, 2007, both for the benefit of 
Wellmont Health System (the "Borrower").   
 
 In connection with the issuance of the Series 2006C Bonds and the Series 2007A Bonds, 
the Borrower undertook to provide each nationally recognized municipal securities information 
repository certain notice and information regarding certain material events pursuant to Rule 
15c2-12 of the Securities Exchange Commission.   
 
 In connection with the expected issuance of a revenue and refunding bond by the TN 
Issuer for the benefit of the Borrower, on September 24, 2014 the Borrower expects to execute 
and deliver (i) a Master Trust Indenture (the "Amended and Restated Master Indenture") among 
the Borrower, Wellmont Hawkins County Memorial Hospital, Inc., Wellmont, Inc. and 
Wellmont Foundation (the "Obligated Group") and U.S. Bank National Association, as master 
trustee (the "Master Trustee"), to amend and restate the existing Master Trust Indenture dated as 
of May 1, 1991 (the "Original Master Indenture"), among the Obligated Group and the Master 
Trustee and (ii) certain amendments (the "Deed of Trust Amendments") to the existing deeds of 
trust (the "Original Deeds of Trust" and together with the Deed of Trust Amendments, the 
"Deeds of Trust") securing obligations secured under the Original Master Indenture.    
 
 In connection with the issuance of both the Series 2006C Bonds and the Series 2007 
Bonds, the Borrower executed and delivered its promissory note for the benefit of the respective 
bondholders (each a "Note").  Each Note was issued as an "obligation" under the Original Master 
Indenture.   
 
 The Amended and Restated Master Indenture and the Deed of Trust Amendments will (i) 
modify the rights of holders of all obligations secured under the Original Master Indenture, 
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including the holders of the Series 2006C Bonds and the Series 2007 Bonds, and (ii) result in a 
release of certain real property currently subject to the Original Deeds of Trust.   
 
 A current draft of the Amended and Restated Master Indenture is on file with the Master 
Trustee.  For a copy please contact Wally Jones, 615.251.0733 or wally.jones@usbank.com.   
 

The Borrower's real and personal property with respect to Wellmont Bristol Regional 
Medical Center and Wellmont Holston Valley Regional Medical Center will continue to be 
subject to the Deeds of Trust; however, the Borrower's headquarters building, certain medical 
office buildings and non-hospital facilities, certain undeveloped land and the two hospitals 
located in Virginia will no longer be subject to the Deeds of Trust.  
 
 Simultaneously with the distribution of this Material Event Notice, the Borrower has 
caused the distribution of a notice of refunding with respect to the refunding of a portion of the 
outstanding principal amount of the Hospital Revenue Bonds (Wellmont Health System Project), 
Series 2006C.  
 
 
       WELLMONT HEALTH SYSTEM 
 
 
Dated: August 21, 2014 
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ALICE POPE, AN ACCOMPLISHED WELLMONT SENIOR 
LEADER, NAMED CHIEF FINANCIAL OFFICER 

 
KINGSPORT – Alice Pope, a respected healthcare finance executive and a senior leader 

at Wellmont Health System for the last three years, has been promoted to chief financial officer. 

Pope has most recently served as senior vice president of finance, managed care and 

revenue cycle. A certified public accountant, she has been entrusted with increasing 

responsibilities during her 12-year career with Wellmont. 

“After a national search, it is very gratifying to find the best candidate within Wellmont 

to guide our financial operations,” said Denny DeNarvaez, president and CEO. “Alice has a 

proven track record of outstanding financial stewardship, which has benefited Wellmont and the 

region greatly.” 

In her service as senior vice president, Pope has been instrumental in enhancing corporate 

treasury operations and in realizing significant improvements in the system’s revenue cycle 

functions, including managed care contracting and system case management. 

Pope has played an essential role in recent physician practice integrations, which have 

resulted in Wellmont having the largest collective number of pulmonologists, sleep specialists, 

oncologists and cardiovascular physicians in Northeast Tennessee and Southwest Virginia. 

She was also a key figure in the development of the region’s first focused network with 

Cigna, an insurance provider that covers more than 40,000 local lives. Cigna provides health 

insurance plans for several major employers, including Eastman Chemical Co., and the focused 

network blended high-quality healthcare services and physicians with reduced costs for 

employers and employees. 

During her tenure in the executive leadership team, Wellmont has consistently improved 

many of its financial metrics and achieved important benchmarks. 

An early highlight in Pope’s Wellmont career was her service from 2003-08 as vice 

president and chief financial officer of Holston Valley Medical Center, Wellmont’s largest 

hospital. She was intimately involved in the development and implementation of Project 

Platinum, Holston Valley’s $114 million expansion and renovation project completed in 2010. 

“Alice understands the values of our organization, is committed to its success and 

possesses the expertise and leadership skills that will ensure Wellmont is fiscally strong well into 



the future,” DeNarvaez said. “Her integrity and impressive leadership will also serve as excellent 

models as we further develop successful methods to protect and grow our financial resources.” 

Pope said she is grateful for the opportunity to take the next step to grow professionally 

and continue to build Wellmont’s reputation in the region. 

“Wellmont is well positioned for success amid the changing dynamics of health care,” 

she said. “Although there are many challenges on the horizon, we will use them as steppingstones 

to achieve an enhanced care model for the communities we are privileged to serve. We have a 

great team that has helped us remain the region’s highest-quality, lowest-cost healthcare 

provider.” 

To continue leading the way, Pope said co-workers in Wellmont’s financial operations – 

and everyone else who works for the system – will need to be innovative. 

“Our future success depends on our ability to be disciplined, agile and adaptable to thrive 

in some tough financial realities,” she said. “I’m excited to accept this opportunity for an 

organization I value so much.” 

Before Pope joined Wellmont, she served as chief financial officer of Baptist Memorial 

Health Care Corp.’s Mississippi market and as an audit manager with Arthur Andersen. 

Pope earned a bachelor’s degree in commerce, with a concentration in accounting, from 

the University of Virginia and a master’s in business administration from East Tennessee State 

University. She is a member of the Healthcare Financial Managers Association, the Tennessee 

Society of Certified Public Accountants and the Tennessee Hospital Association. 

### 

 



 
 

FOR IMMEDIATE RELEASE 1/9/14 
  

WELLMONT HEALTH SYSTEM LAUNCHES PROCESS TO ASSESS 
 STRATEGIC OPTIONS FOR FUTURE 

 
KINGSPORT—Wellmont Health System officials have launched a process to evaluate strategic 

options for the organization’s future, including the possibility of aligning with another health system.  
 

The Wellmont board of directors and leadership team will spend this year engaged in an 
exploratory process with healthcare experts to evaluate how Wellmont needs to evolve to thrive in the 
future. 
  

“Because of the mandate of our vision – to deliver the best healthcare anywhere – we strongly 
believe we must act now to ensure Wellmont evolves with the rapidly changing healthcare industry and 
continues to provide outstanding care for generations to come,” said Buddy Scott, chairman of 
Wellmont’s board. “While this is just the beginning of a process and we do not have many specifics 
today, it is important to be as transparent as possible with all the people who matter to this organization.” 
 

The current climate of the healthcare industry has resulted in a complex set of challenges for 
hospitals and health systems nationwide.  
 

These organizations must be prepared for increasing levels of information management and 
technological innovations, quality mandates, a growing demand for primary care services and population 
health management to advance the wellness of large groups of patients and reduce their need for inpatient 
hospital care. Providers are also struggling with low patient volumes, reimbursement cuts and possible 
performance penalties under the Patient Protection and Affordable Care Act. 
 

The challenges are multiplied in Northeast Tennessee and Southwest Virginia because of 
extremely low Medicare payment rates and the high volume of Medicaid and uninsured populations. Add 
to this the recent decisions in Virginia and Tennessee not to expand Medicaid coverage. For Wellmont, all 
of these factors have made it necessary to improve its financial position by millions of dollars during the 
next several years. In fiscal 2012, Wellmont had a community benefit of $94 million, which included $77 
million in uncompensated care, as well as free programs and services provided to the community, and 
cash and in-kind donations to community groups. 
 

Due to these challenges, it is becoming increasingly difficult for healthcare organizations to 
continue to operate as they have in the past without adapting to the new healthcare landscape. As a result, 
Wellmont is not alone in pursuing a process such as this. Forward-looking health systems nationally are 
seeking to fully understand their options. In fact, a recent national survey of healthcare leaders found 75 
percent of health systems were already pursuing or were considering aligning their organization with 
another (HealthLeaders Media). 
 

“As stewards of a valued community resource, our Board of Directors and leadership team know 
it is our responsibility to preserve and advance healthcare in our region,” said Denny DeNarvaez, CEO of 
Wellmont Health System. “Unlike many health systems, Wellmont is fortunate to be in a position of 
clinical strength and relative financial stability thanks to the great work of our physicians, co-workers and 
leadership. The Board and the administration are committed to continue pursuing all internal options to 



ensure the financial stability of our health system for the future. However, by proactively embarking on 
this process, we are taking our future into our own hands and creating a stronger health system for the 
communities we serve.”  
 

In consultation with national experts, a special committee of the Board has begun a process to assess 
strategic options for the organization’s future. The guiding principles that will govern this assessment are: 

 A strong commitment to Wellmont’s mission, vision, values and operating philosophy 
 Significant financial strength to advance medical, technological and organizational innovation 

and to develop new care models for the good of the patients and communities it serves 
 A contribution to long-term economic development, the advancement of healthcare services and 

employment opportunities in our region 
 A strong vision for the importance of philanthropy, good stewardship of donated funds and 

community benefit 
 Optimization of information and medical technology systems 
 A robust physician network and physician recruitment capacity and commitment to physician 

leadership 
 An extensive knowledge and resource base to optimize operational, financial, clinical and 

purchasing systems 
 

“As we explore potential paths, we have the best interest of our hospitals, physicians, patients and the 
communities we serve in mind, and we will continue to share information as it becomes available,” 
DeNarvaez said. 
 

“Wellmont is committed to serving patients across Northeast Tennessee and Southwest Virginia and 
we are motivated by our mission to deliver superior health care with compassion. This will not change 
with any future direction we consider,” Scott said. 
 

About Wellmont Health System 
Wellmont Health System is a leading provider of healthcare services for Northeast Tennessee and 

Southwest Virginia, delivering top-quality, comprehensive healthcare and wellness services across the 
region. Wellmont facilities include Holston Valley Medical Center in Kingsport, Tenn.; Bristol Regional 
Medical Center in Bristol, Tenn.; Mountain View Regional Medical Center in Norton, Va.; Lonesome 
Pine Hospital in Big Stone Gap, Va.; Hawkins County Memorial Hospital in Rogersville, Tenn.; and 
Hancock County Hospital in Sneedville, Tenn. Wellmont is an operating partner with Adventist Health 
System at Takoma Regional Hospital in Greeneville, Tenn. For more information about Wellmont, please 
visit www.wellmont.org. 

 
Media advisory: Denny DeNarvaez and Buddy Scott will be available for interviews at 1:30 p.m. 

EST at Wellmont Corporate offices at 1905 American Way, Kingsport. For those unable to join in person, 
you may dial 1-800-617-4268 and key pin code 55500382. 

### 
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WELLMONT HEALTH SYSTEM, MOUNTAIN STATES HEALTH ALLIANCE 

ANNOUNCE PLANS TO PURSUE AN INTEGRATED HEALTH SYSTEM 
New organization would make health care more affordable, redirect resources toward improving health 

of region 

 

KINGSPORT and JOHNSON CITY, Tenn. – (April 2, 2015) – Wellmont Health System and 

Mountain States Health Alliance have agreed to exclusively explore the creation of a new, integrated and 

locally governed health system designed to address the serious health issues affecting the region and to be 

among the best in the nation in terms of quality, affordability and patient satisfaction. 

In a term sheet signed Wednesday, the boards of directors of both organizations agree to explore 

combining the assets and operations of Wellmont and Mountain States into a new health system. This 

decision follows more than a year of merger discussions, internal analysis within each system, thoughtful 

conversations in the community and unanimous votes by both boards to examine this option. 

“We are excited about this proposed combination that will bring together the capabilities of both 

Wellmont and Mountain States, combined with a partnership in academics and with our states, to serve 

the region and result in unprecedented quality and value,” said Roger Leonard, chair of Wellmont’s 

board. “We are grateful to the thousands of community and business leaders, physicians, employees and 

patients who have shared their thoughts throughout this process. It was deliberative and methodical, 

which led us unanimously to the right conclusion.” 

“Our board is enthusiastic about this potential partnership,” said Barbara Allen, chair of the board 

for Mountain States. “We and the leadership of Wellmont all care deeply about the region we serve. We 

share a passion for improving our region’s health and our region’s economy. We look forward to working 

closely with the state of Tennessee and the Commonwealth of Virginia, as well as with our payors, to 

focus on the real drivers of cost reduction and quality-enhancement.” 

A new board will be created, which will have equal representation from Wellmont and Mountain 

States, as well as two new independent, jointly appointed members. The board will also include a lead 

independent director who will be a Wellmont board appointee who will work with the board in 

coordination with the executive chairman. This is a best practice model frequently used by companies 

who have an executive chairman. 

https://www.mountainstateshealth.com/about-us/board-of-directors/barbara-allen-chair
https://www.wellmont.org/News/2014/Roger-Leonard-Named-Chairman-Of-Wellmont%E2%80%99s-Board-Of-Directors,-Highlights-Health-System%E2%80%99s-Quality.aspx
https://www.mountainstateshealth.com/
http://www.wellmont.org/
mailto:HicksTE@msha.com
mailto:Jim.Wozniak@wellmont.org


The president of East Tennessee State University will serve as an ex-officio nonvoting member of 

the board. The involvement of ETSU will focus on expanding opportunities to compete for research 

investment in our region, as well as enhancing physician and allied health training for the future. 

This new board would direct the proposed health system, which would also have a new name. 

One leadership team, composed of current executives from both organizations, would lead the combined 

system.  The CEOs of both organizations would share leadership responsibilities. 

“Northeast Tennessee and Southwest Virginia disproportionately suffer from serious health issues 

– cardiovascular disease, diabetes, addiction and access to mental health services, to name a few – and 

they must be addressed,” said Alan Levine, president and CEO of Mountain States, who would become 

executive chairman and president of the combined system. “The cost of this poor health is not sustainable. 

By integrating, we can refocus our efforts from being measured based on how many patients we can 

admit to the hospital and how many ways we can duplicate these efforts, to how we measurably improve 

the health of our region while eliminating unnecessary costs and making health care more affordable. The 

people of this region deserve nothing less. We intend to demonstrate the merger’s substantial specific 

potential in these areas.” 

An integration council with executive and physician leaders from both systems will be formed to 

further develop plans for a combined system during the next several months. Those plans will be in the 

best interest of clinical quality and the patients served, will demonstrate shared values and will honor 

commitments to employees and physicians. 

“Together, we’ll work alongside our employed and independent physicians to shape the future of 

health care by modeling effective clinical collaboration, building new community health solutions and 

becoming a national model for rural health care delivery,” said Bart Hove, president and CEO of 

Wellmont, who would be CEO of the new system. “As one system, our physicians would share best 

practices, collaborate to benchmark our outcomes against the nation’s best and develop new high-level 

services closer to home.”  

The systems now enter a due diligence period and will work toward developing a definitive 

agreement. The definitive agreement will be followed by a process to obtain, among other regulatory 

requirements, Tennessee and Virginia approvals of the merger, which will likely take through the end of 

2015. 

In Tennessee, the organizations will pursue approval under the state’s COPA (Certificate of 

Public Advantage) statute. A COPA authorizes the parties to merge and directs the state to actively 

supervise the new health system to ensure that it continues to benefit the community by providing health 

care that is affordable, accessible, cost-efficient and high in quality. In Virginia, the health systems will 

http://www.wellmont.org/Our-Mission/About-Us/Our-Leadership/Biographies/Bart-Hove.aspx
https://www.mountainstateshealth.com/about-us/board-of-directors/alan-levine


pursue a process similar to a COPA that is defined by a proposed statute that has been passed by the 

legislature and awaits the governor’s signature. 

During the next phases of due diligence, integration analysis, planning for potential integration 

and government approval, both Mountain States and Wellmont will continue “business as usual” as two 

separate and independent organizations.  

For more information, please visit www.becomingbettertogether.org. 

 

A bondholder conference call will be scheduled in the near future and a notice of this call will be posted 

on EMMA. 

 

About Wellmont Health System 

Wellmont Health System is a leading provider of health care services for Northeast Tennessee and 

Southwest Virginia, delivering top-quality, comprehensive health care, wellness, and long-term care 

services across the region. Wellmont facilities include Holston Valley Medical Center in Kingsport, 

Tenn.; Bristol Regional Medical Center in Bristol, Tenn.; Mountain View Regional Medical Center in 

Norton, Va.; Lonesome Pine Hospital in Big Stone Gap, Va.; Hawkins County Memorial Hospital in 

Rogersville, Tenn.; and Hancock County Hospital in Sneedville, Tenn. For more information about 

Wellmont, please visit www.wellmont.org. 

 

About Mountain States Health Alliance 

Since 1998, Mountain States Health Alliance has been bringing the nation’s best health care close to 

home to serve the residents of Northeast Tennessee, Southwest Virginia, Southeastern Kentucky and 

Western North Carolina. This not-for-profit health care organization based in Johnson City, Tenn., 

operates family of 13 hospitals serving a 29-county region. Mountain States offers a large tertiary hospital 

with level 1 trauma center, a dedicated children’s hospital, several community hospitals, two critical 

access hospitals, a behavioral health hospital, two long-term care facilities, home care and hospice 

services, retail pharmacies, a comprehensive medical management corporation, and the region’s only 

provider-owned health insurance company. The team members, physicians and volunteers who make up 

Mountain States Health Alliance are committed to caring for you and earning your trust. For more 

information, visit www.mountainstateshealth.com. 

 

### 

 
 

http://www.mountainstateshealth.com/
http://www.becomingbettertogether.org/


Wellmont Health System and Affiliates

Quarters and Fiscal Years Ended

June 30, 2010 and June 30, 2009

The following financial statements are unaudited and are subject to

change upon completion of the annual independent audit.



Wellmont Health System 

 

Management discussion and analysis for the quarter and fiscal year ended June 30, 2010: 

 

The health system’s income from operations was $1.6 million for the quarter vs. $9.4 

million for the prior year’s quarter and $22.8 million for the fiscal year vs. $7.0 million 

for the prior fiscal year.  Excluding unusual items such as real estate gains/losses on sale, 

write off of disputed contract amounts, and the fiscal 2008 and prior year financial 

statement restatement costs in fiscal 2009, the normalized amounts would be $2.3 million 

for the quarter vs. $12.7 million for the prior year’s quarter and $26.1 million for the 

fiscal year vs. $15.7 million for the prior fiscal year. 

 

The annual improvement is a direct result of the operations improvement effort that 

started in late fiscal 2009.  The decrease for the quarter is primarily related to the items 

discussed in expenses below.  Highlights of the quarter and fiscal year operating 

performance include: 

 

 A large regional cardiology group was acquired in May 2010 and added $6 

million of revenue and expenses for the quarter and fiscal year.  The following 

amounts exclude the impact of this acquisition and the unusual items noted above. 

 Total revenue increased 0.1% for the quarter and 1.9% for the fiscal year. 

 Inpatient volumes were up slightly from prior year, but surgeries were down, 

especially the higher margin elective surgeries, which is attributable to the general 

economic conditions in the area. 

 Emergency room visits were down from the prior year, which is partly 

attributable to the economic conditions but also to significant winter weather 

transportation problems this year. 

 Total expenses increased 6.0% for the quarter and 0.6% for the fiscal year.  The  

increase for the quarter is primarily the result of favorable audit adjustments 

posted in the last quarter of last year, the depreciation and interest on the main 

portion of Project Platinum which went into service in January 2010, and 

increased bad debt expense as a result of economic conditions.  The slight 

increase for the fiscal year is primarily the depreciation and interest on Project 

Platinum and increased bad debt expense, mostly offset by reduced salaries and 

benefits from improved labor productivity. 

 Hospital labor productivity improved 5.5% for the fiscal year and was flat for the 

quarter. 



The health system’s balance sheet and bond covenants highlights include: 

 

 Days cash on hand increased from 133 days at June 30, 2009 to 172 days at 

March 31, 2010 but decreased slightly to 170 days at June 30, 2010.  The small 

quarterly decrease was driven by $19 million of EBITDA being exceeded by $10 

million of decreased investment portfolio performance/value, $6 million of 

interest, and $8 million of non-bond capital expenditures.  The fiscal year increase 

was driven by $87 million of EBITDA and $23 million of improved investment 

portfolio performance/value, offset by $20 million of interest and $14 million of 

non-bond capital expenditures.  The 170 days is well above the requirement of 

100 days. 

 Unrestricted net assets decreased by $14.4 million for the quarter and increased 

by $38.6 million for the fiscal year.  The quarterly decrease was primarily driven 

by $10.4 million of decreased investment portfolio performance/value, $3.4 

million of swap valuation adjustments and $1.9 million of pension plan 

adjustments, partially offset by $1.6 million of income from operations.  The 

fiscal year increase was driven by $22.8 million income from operations and 

$23.3 million of improved investment portfolio performance/value, partially 

offset by $2.7 million of swap valuation adjustments and $3.5 million of pension 

adjustments. 

 Debt service coverage increased from 1.56 at June 30, 2009 to 2.64 at March 31, 

2010 but decreased to 2.08 at June 30, 2010.  The quarterly decrease was 

primarily due to a decrease in EBITDA of $7.0 million, an increase in investment 

losses of $5.3 million (due to an impairment of equity investments of $8.2 

million), and a negative $3.4 million swap valuation adjustment vs. a positive 

$6.6 million in the prior year.  The fiscal year increase was primarily due to an 

increase in EBITDA of $20.6 million less the net negative $0.9 million change in 

investment income, swap valuation adjustments, and discontinued operations.  

The 2.08 is well above the requirements of 1.10 and 1.25. 

 

In June 2010, the health system entered into a definitive agreement to sell its Medical 

Mall Pharmacy retail pharmacy operations.  The losses for Medical Mall Pharmacy and 

Jenkins Community Hospital (sold in April 2009) are now included in discontinued 

operations for all periods presented. 



Wellmont Health System

The following table shows a comparison of the total volumes for acute discharges, observation

patients, surgeries and emergency room visits for the quarters and fiscal years ended 

June 30, 2010 and June 30, 2009.  Note that Jenkins Community Hospital was acquired

as of July 16, 2007, but closed and sold as of April 30, 2009, so its volumes are not included.

FY10 FY09 FY10 FY09

QTR 4 QTR 4 YTD YTD

Hospitals 7 7 7 7

Acute Discharges 10,347 10,270 41,380 42,558

Observation Patients 2,407 2,286 9,530 8,092

Total In/Observation Patients 12,754 12,556 50,910 50,650

Surgeries 6,143 6,394 23,938 25,128

Emergency Room Visits 54,413 56,415 218,007 222,560



Wellmont Health System and Affiliates

Consolidated Balance Sheets

As of June 30, 2010 and June 30, 2009

(Dollars in Thousands)(Unaudited)

6/30/10 6/30/09

Assets

Current assets:

Cash and cash equivalents 35,711$                     62,791$                     

Assets limited to use that are required for current liabilities 0 2,201

Patient accounts receivable 94,057 98,071

Other receivables 10,919 11,173

Inventories 18,294 17,169

Prepaid expenses & other current assets 7,002 6,040

Total current assets 165,983 197,445

Assets limited as to use, net of current portion 301,807 245,601

Land, buildings and equipment, net 450,205 442,611

Other assets:

Long-term investments 32,391 30,072

Investments in affiliates 32,019 31,977

Deferred debt expense, net 4,644 4,824

Goodwill, net 9,501 9,508

Other 731 797

79,286 77,178

Total assets 997,281$                   962,835$                   

Liabilities and net assets

Current liabilities:

Current portion of long-term debt 10,143 13,198

Lines of credit / notes payable 14,000 15,811

Accounts payable and accrued expenses 74,679 77,139

Estimated third-party payor settlements 11,672 12,441

Current portion of other long-term liabilities 7,251 6,352

Total current liabilities 117,745 124,941

Long-term debt, less current portion 467,833 474,608

Other long-term liabilities, less current portion 47,364 38,422

Total liabilities 632,942 637,971

Net assets:

Unrestricted 358,620 320,030

Temporarily restricted 4,551 3,589

Permanently restricted 1,168 1,245

Total net assets 364,339 324,864

Total liabilities and net assets 997,281$                   962,835$                   



Wellmont Health System and Affiliates

Consolidated Statement of Operations and Change in Net Assets   

The quarters and fiscal years ended June 30, 2010 and June 30, 2009

(Dollars in Thousands)(Unaudited)

FY10 FY09 FY10 FY09

QTR 4 QTR 4 YTD YTD

Revenue:

Net patient revenue 183,178 178,393 715,057 699,303

Other revenue 8,028 7,478 31,472 27,842

    Total revenue 191,206 185,871 746,529 727,145

Expenses:

Salaries and benefits 82,497 77,827 310,667 323,801

Medical supplies and drugs 38,197 35,347 150,143 141,044

Purchased services 20,225 21,005 74,922 81,031

Interest 5,675 4,548 20,110 16,013

Provision for bad debts 13,167 12,126 57,431 52,649

Depreciation and amortization 11,512 11,783 43,711 42,957

Other 18,335 13,819 66,735 62,603

    Total expenses 189,608 176,455 723,719 720,098

    Income from operations $1,598 $9,416 $22,810 $7,047

Nonoperating gains (losses):
Investment income (8,907) (3,557) (1,827) 4,181

Derivative valuation adjustments (3,402) 6,562 (2,693) (5,747)

Other, net (1,060) (247) (1,870) (625)

    Nonoperating (losses) gains, net (13,369) 2,758 (6,390) (2,191)

    Revenues and gains in excess of expenses and losses

      before discontinued operations ($11,771) $12,174 $16,420 $4,856

Discontinued operations (1) (2,317) (1,109) (4,456)

    Revenues and gains in excess of expenses and losses ($11,772) $9,857 $15,311 $400

Other changes in unrestricted net assets:

Change in net unrealized gains (losses) on investments (1,452) 26,136 25,151 (60,663)

Net assets released from restrictions for additions to land, buildings,

   and equipment 750 1,102 1,556 2,758

Transfer to/from permanently restricted net assets 0 0 79 0

Change in the funded status of benefit plans and other (1,912) (13,068) (3,507) (13,568)

    Increase (decrease) in unrestricted net assets (14,386) 24,027 38,590 (71,073)

Changes in temporarily restricted net assets:

Contributions 1,189 (1) 2,934 1,944

Net assets released from temporary restrictions (1,337) (1,209) (1,972) (3,154)

    Increase (decrease) in temporarily restricted net assets (148) (1,210) 962 (1,210)

Changes in permanently restricted net assets:

Transfer to/from unrestricted net assets 0 0 (79) 0

Permanently restricted contributions and investment income 0 0 2 645

    Increase (decrease) in permanently restricted net assets 0 0 (77) 645

Change in net assets (14,534) 22,817 39,475 (71,638)

Net assets, beginning of period 378,873 302,048 324,864 396,501

Net assets, end of period 364,339         324,864         364,339         324,863         



Wellmont Health System and Affiliates

Consolidated Statement of Cash Flows

The fiscal years ended June 30, 2010 and June 30, 2009

(Dollars in Thousands)(Unaudited)

FY10 FY09

YTD YTD

Cash flows from operating activities:

Change in net assets 39,475$         (71,638)$    

Adjustments to reconcile increase (decrease) in net assets

to net cash provided by operating activities:

Depreciation and amortization 43,711 42,988

Net realized and unrealized (gains) losses on investments (25,151) 60,663

Unrealized (gain) loss on swaps 2,693 (5,747)

(Gain) loss on sale of fixed assets 1,282 660

Increase (decrease) in cash due to changes in:

Accounts receivable 4,014 11,444

Inventories (1,125) (353)

Prepaid expenses and other current assets (708) 1,508

Accounts payable and accrued expenses 11,831 41,056

Net (increase) decrease in other assets (76,244) (907)

Net cash provided by operating activities (222) 79,674

Cash flows from investing activities:

Purchases of property, plant and equipment, net (52,588) (80,043)

Transfer to/from bond funds 38,575 55,207

Net cash used in investing activities (14,013) (24,836)

Cash flows from financing activities:

Proceeds from note payable 14,000 0

Repayment of line of credit (14,000) 0

Repayment of long term debt (12,845) (7,736)

Net cash used in financing activities (12,845) (7,736)

Increase (decrease) in cash and cash equivalents (27,080) 47,102

Cash and cash equivalents, beginning 62,791 15,689

Cash and cash equivalents, ending 35,711$         62,791$     



Wellmont Health System and Affiliates

Consolidated Balance Sheets as of

June 30, 2011 and June 30, 2010

Consolidated Statements of Operations and Changes in Net Assets

and Statements of Cash Flows for the Quarters and Fiscal Years ended

June 30, 2011 and June 30, 2010

The following financial statements are unaudited and are subject to

change upon completion of the annual independent audit.



Wellmont Health System 

Management Discussion and Analysis 

For the Quarter and Fiscal Year ended June 30, 2011 

 

Volumes: 

 

Volumes were generally up from the same quarter last year.  Inpatient and observation volumes 

grew by 865 patients or 6.8% over the same quarter last year, with inpatients up 1.0% and 

observation patients up more than 30%, primarily due to a change in post-surgical patient 

classification and partially due to continued managed care payor changes.  Emergency room 

visits were 0.7% over the same quarter last year.  Other outpatient volume was 5.7% over the 

same quarter last year.  Surgical volumes were down 3.7% from the same quarter last year in 

both the inpatient and outpatient settings.  Deliveries were down 12.1% due to obstetrician 

turnover at Holston Valley Medical Center and Lonesome Pine Hospital.  Our physician office 

visits were up 9.3% primarily due to the acquisitions of a large cardiology practice in May 2010 

and a pulmonology practice in January 2011. 

 

Comparing the last fiscal year to the current fiscal year, we experienced a positive 3.9% growth 

in our inpatient and observation volumes.   Our emergency room visits are lagging last year by 

1.9% primarily due to utilization trends.  Other outpatient volumes were 3.0% over last year.  We 

had surgical growth of 2.3% entirely due to outpatient volumes.  Deliveries were down 8.1% due 

to obstetrician turnover at Holston Valley Medical Center and Lonesome Pine Hospital.   

Physician office visits were up 20.4% primarily due to the acquisitions noted above. 

 

Length of stay for the quarter and year-to-date is trending slightly higher as a result of moving 

the shorter length of stay cases to the outpatient arena.  Our case mix indices are trending 

slightly lower than last year as a result of the mix between medical and surgical cases.  

 

Statement of Operations: 

 

The changes that follow exclude the impact of the acquisitions of the cardiology practice in May 

2010 and the pulmonology practice in January 2011, and the TennCare fee assessment which 

was new for fiscal 2011.  In total, these items added $9.8 million of net patient revenue, $0.8 

million of other revenue, and $11.1 million of expenses for the quarter over the prior year and 

$51.3 million of net patient revenue, $4.2 million of other revenue, and $58.5 million of expenses 

for the fiscal year over the prior year. 

 

Quarter ended June 30, 2011 versus quarter ended June 30, 2010: 

 

Net patient revenue has grown $10.1 million and bad debt expense increased $3.7 million over 

the same quarter last year, so the net change of these two lines is an increase of $6.4 million or 

3.9% (the classification of bad debt and charity was refined considerably in the last quarter of 

fiscal 2011).  Other revenue decreased as a result of lower performance related to the Takoma 

and imaging joint ventures. 

 

Salaries and benefits have increased by $0.7 million or 0.9% driven primarily by the higher 

volumes.  Supplies have increased by $0.7 million or 1.8% driven by the higher volumes and 

higher drug costs, particularly in oncology.  Interest decreased $0.9 million due to the reduction 



in notes payable and letter of credit fees.  Other expenses decreased $1.0 million as the prior 

year included acquisition and other one time expenses. 

Fiscal 2011 versus fiscal 2010: 

 

Net patient revenue has grown $23.2 million and bad debt expense increased $1.8 million over 

the prior fiscal year, so the net change of these two lines is an increase of $21.4 million or 3.3%.   

Other revenue decreased as a result of lower performance related to the Takoma, imaging and 

lab joint ventures. 

 

Salaries and benefits has increased by $6.2 million or 2.0% driven by the higher volumes, an 

increase in FTEs for patient care as well as to support computerized order entry and electronic 

health record system build and implementation.  Supplies have increased by $8.3 million or 

5.5% driven by the higher volumes and higher drug costs, particularly in oncology.  Purchased 

services increased by $3.5 million as a result of physician fees at the hospitals, a new urgent 

care operation, and physician practice management and system implementation costs.  Interest 

and depreciation increases are related to the completion of Project Platinum. 

For the fiscal year, growth in expenses has out-stripped the growth in revenues resulting in a 

2.2% operating margin versus 3.2% for the prior fiscal year.  However, the strong volume in the 

last quarter produced an operating margin of 3.4% which was more than the prior year’s last 

quarter of 0.9%. 

 

Investments are performing well with the rebound in the market while the mark-to-market on our 

derivatives is not as volatile as last year, both for the quarter and fiscal year. 

 

Balance Sheet: 

 

In May 2011, the Series 2006A bonds (par $76,595,000) were refunded with the Series 2011 

bonds (par $76,165,000).  The total return swap associated with the Series 2006A bonds was 

terminated and a new total return swap associated with the Series 2011 bonds was initiated with 

a different counterparty.  Also in May 2011, the letter of credit provider on the Series 2005 

bonds was replaced with a different letter of credit provider.  In November 2010, a $30 million 

bank qualified loan was issued with a cumulative drawdown of $15 million at June 30, 2011.  

This partially offset the use of $13 million in the first quarter to pay off the taxable bond issue.    

$7 million of the short term note payable was repaid in January 2011 and the remaining $7 

million was repaid in June 2011.  The purchase of the pulmonary practice that operated a free 

standing ambulatory surgery center and two sleep laboratories resulted in the increase in 

goodwill.   Net patient receivables grew as a result of our physician practice acquisitions and 

billing system conversion.  Our debt to capitalization position and debt service coverage have 

both improved for the quarter and fiscal year.  Days cash on hand has increased for the quarter 

and decreased slightly for the fiscal year due to the acquisitions and debt changes. 



Wellmont Health System and Affiliates

The following table sets forth selected historical utilization statistics of the inpatient and specialty care

facilities owned and operated by Wellmont for the quarters and twelve months ended June 30, 2011 and

June 30, 2010.

FY11 FY10 FY11 FY10

QTR 4 QTR 4 YTD YTD

Hospital Statistics:

Beds in Service 781 781 781 781

Acute Discharges 10,450 10,347 42,070 41,380

Observation Patients 3,169 2,407 10,841 9,530

Patients in Bed 13,619 12,754 52,911 50,910

Patient Days 45,260 43,505 183,934 177,715

Average Length of Stay (Days) 4.33 4.20 4.37 4.29

Daily Census including Observations 532 505 534 513

Percent Occupancy 68.14% 64.60% 68.33% 65.69%

Emergency Room Visits 53,144 52,761 208,252 212,383

Outpatient Registrations excluding ER 58,227 55,111 225,035 218,400

Deliveries 494 562 2,056 2,238

Surgical Cases:

Inpatient 2,431 2,579 10,054 10,372

Outpatient  6,436 6,631 26,284 25,160

Physician Office Visits: 79,313 72,585 310,896 258,263

The following table shows the percentage of gross patient service revenue by payor for the fiscal years

ended June 30, 2011 and June 30, 2010

FY11 FY10

YTD YTD

Medicare 32.7% 32.5%

Medicare Managed Care 19.8% 18.4%

Medicaid 12.8% 13.5%

Managed Care 25.1% 25.0%

Self 6.5% 6.5%

Other 3.1% 4.1%

100.0% 100.0%



Wellmont Health System and Affiliates

Consolidated Balance Sheets

As of June 30, 2011 and June 30, 2010

(Dollars in Thousands)(Unaudited)

As of As of

6/30/11 6/30/10

Assets

Current assets:

Cash and cash equivalents 36,558$                     35,711$                     

Assets limited to use that are required for current liabilities 1,903 1,815

Patient accounts receivable 108,565 94,057

Other receivables 9,904 10,919

Inventories 17,830 18,294

Prepaid expenses & other current assets 7,162 7,003

Total current assets 181,922 167,799

Assets limited as to use, net of current portion 319,387 301,807

Land, buildings and equipment, net 447,634 450,205

Other assets:

Long-term investments 36,437 32,391

Investments in affiliates 31,177 32,019

Deferred debt expense, net 5,847 4,644

Goodwill, net 16,721 9,501

Other 1,875 730

92,057 79,285

Total assets 1,041,000$                999,096$                   

Liabilities and net assets

Current liabilities:

Current portion of long-term debt 9,262 11,958

Short term notes payable 0 14,000

Accounts payable and accrued expenses 68,952 74,679

Estimated third-party payor settlements 16,533 11,672

Current portion of other long-term liabilities 8,527 7,251

Total current liabilities 103,274 119,560

Long-term debt, less current portion 453,958 467,833

Other long-term liabilities, less current portion (1) 42,006 44,977

Total liabilities 599,238 632,370

Net assets:

Unrestricted 434,662 358,620

Temporarily restricted 3,570 4,551

Permanently restricted 1,174 1,168

Noncontrolling interests (1) 2,356 2,387

Total net assets 441,762 366,726

Commitments and contingencies

Total liabilities and net assets 1,041,000$                999,096$                   

(1) Reflects change from "minority interests" to "noncontrolling interests" from the adoption of authoritative guidance.



Wellmont Health System and Affiliates

Consolidated Statements of Operations and Changes in Net Assets    

The quarters and fiscal years ended June 30, 2011 and June 30, 2010

(Dollars in Thousands)(Unaudited)

FY11 FY10 FY11 FY10

QTR 4 QTR 4 YTD YTD

Revenue:

Net patient revenue $197,557 $177,644 $767,450 $692,920

Other revenue 7,002 7,423 29,799 29,237

    Total revenue 204,559 185,067 797,249 722,157

Expenses:

Salaries and benefits 88,283 82,498 347,185 310,667

Medical supplies and drugs 39,289 38,197 160,565 150,143

Purchased services 20,547 20,226 80,348 74,922

Interest 4,805 5,674 20,750 20,110

Provision for bad debts 11,372 7,632 37,858 35,293

Depreciation and amortization 11,392 11,512 46,059 43,711

Other 21,946 17,730 87,319 64,499

    Total expenses 197,634 183,469 780,084 699,345

    Income from operations 6,925             1,598             17,165           22,812           

Nonoperating gains (losses)(1):
Investment income 2,059             (6,068)            10,383           1,012             

Derivative valuation adjustments (1,595)            (3,401)            1,355             (2,693)            

Gain on bond dissolution 1,041 0 1,041 0

Other, net 0 (809)               (610)               (805)               

    Nonoperating (losses) gains, net 1,505             (10,278)          12,169           (2,486)            

    Revenues and gains in excess of expenses and losses

      before discontinued operations and noncontrolling interests 8,430             (8,680)            29,334           20,326           

Discontinued operations 82 (1) 44 (1,109)

    Revenues and gains in excess of expenses and losses $8,512 ($8,681) $29,378 $19,217

Income attributable to noncontrolling interests (1) (225) (271) (1,238) (1,065)

    Revenues and gains in excess of expenses and losses

      attributable to Wellmont Health System 8,287             (8,952)            28,140           18,152           

Other changes in unrestricted net assets (1):

Change in net unrealized gains (losses) on investments 2,214 (4,291) 42,186 22,312

Net assets released from restrictions for additions to land, 

   building and equipment 1,563 750 2,852 1,555

Transfer to/from Temporarily restricted net assets (18) 0 (18) 0

Transfer to/from permanently restricted net assets 0 0 0 79

Change in the funded status of benefit plans and other 2,777 (1,914) 2,882 (3,508)

    Increase (decrease) in unrestricted net assets 14,823 (14,407) 76,042 38,590

Changes in temporarily restricted net assets:

Contributions 419 1,189 2,549 2,934

Transfer to/from unrestricted net assets 18 0 18 0

Net assets released from temporary restrictions (1,684) (1,337) (3,548) (1,972)

    Increase (decrease) in temporarily restricted net assets (1,247) (148) (981) 962

Changes in permanently restricted net assets:

Transfer to/from unrestricted net assets 0 0 0 (79)

Permanently restricted contributions and investment income 4 0 6 2

    Increase (decrease) in permanently restricted net assets 4 0 6 (77)

Changes in noncontrolling interests (1):

Income attributable to noncontrolling interests 225 271 1,238 1,065

Distributions to noncontrolling interests (154) 0 (1,178) (711)

Changes in noncontrolling percentages 0 0 (91) (21)

    Increase (decrease) in noncontrolling interests 71 271 (31) 333

Change in net assets (1) 13,651           (14,284)          75,036           39,808           

Net assets, beginning of period (1) 428,111         381,010         366,726         326,918         

Net assets, end of period (1) $441,762 $366,726 $441,762 $366,726

(1) Reflects change from "minority interests" to "noncontrolling interests" from the adoption of authoritative guidance.

Certain 2010 amounts have been reclassified to conform to the 2011 presentation.



(Dollars in Thousands)(Unaudited)

FY11 FY10

Cash flows from operating activities:

Change in net assets (1) 75,036$         39,808$         

Adjustments to reconcile increase (decrease) in net assets

to net cash provided by operating activities:

Depreciation and amortization 46,059 43,711

Net realized and unrealized (gains) losses on investments (52,569) (23,324)

Derivative valuation adjustments (1,355) 2,693

Gain on bond dissolution (1,041) 0

(Gain) loss on sale of fixed assets (162) 1,282

Increase (decrease) in cash due to changes in:

Accounts Receivable (14,508) 4,014

Inventories 464 (1,125)

Prepaid expenses and other current assets 854 (708)

Accounts payable and accrued expenses (1,774) 11,831

Net decrease (increase) in other assets (1) (4,990) (2,531)

Net cash provided by operating activities 46,014 75,651

Cash flows from investing activities:

Purchases of property, plant and equipment, net (43,326) (51,327)

Transfer to/from Bond Funds 8,332 38,575

Transfer to/from Board Designated Funds 26,884 (71,773)

Acquisitions (7,056) (2,421)

Net cash used in investing activities (15,166) (86,946)

Cash flows from financing activities:

Proceeds from long term debt 91,133 0

Proceeds from note payable 0 14,000

Repayment of line of credit 0 (15,800)

Repayment of note payable (14,000) 0

Repayment of long term debt (107,135) (12,083)

Net cash used in financing activities (30,002) (13,883)

Increase (decrease) in cash and cash equivalents 846 (25,178)

Cash and cash equivalents, beginning 35,711 60,889

Cash and cash equivalents, ending 36,558$         35,711$         

(1) Reflects change from "minority interests" to "noncontrolling interests" from the adoption of authoritative guidance.

Wellmont Health System and Affiliates

Consolidated Statement of Cash Flows

The fiscal years ended June 30, 2011 and June 30, 2010



Wellmont Health System and Affiliates

Ratios

(Dollars in thousands)

6/30/11 6/30/10

Capitalization

Current portion of long-term debt 9,262$     11,958$   

Short-term notes payable -           14,000     

Long-term debt, less current portion A 453,958   467,833   

Total debt 463,220   493,791   

Unrestricted net assets B 434,662   358,620   

Other net assets 7,100       8,106       

Total net assets 441,762   366,726   

Long-term debt plus Unrestricted net assets A+B 888,620$ 826,453$ 

Long-term debt to Capitalization A/(A+B) 0.511       0.566       

Debt Service Coverage

Revenue and gains in excess of expenses and losses (12 months) 29,378$   19,217$   

Add back:

Depreciation and amortization (12 months) 46,059     43,711     

Interest expense (12 months) 20,750     20,110     

(Gain) Loss from discontinued operations (12 months) (44)           1,109       

Total income available for debt service per Master Trust Indenture C 96,143     84,147     

Maximum annual debt service D 35,157$   38,050$   

Debt Service Coverage Ratio per Master Trust Indenture C/D 2.73         2.21         

Days Cash on Hand

Unrestricted cash 36,558$   35,711$   

Unrestricted investments:

    Capital improvements 273,886 247,674

    Long-term investments 36,437 32,391

 Less illiquid investments (38,349) (35,003)

E 308,532   280,773   

Operating expenses (12 months) 780,084   699,345   

  Less depreciation and amortization (46,059)    (43,711)    

Total cash expenses 734,025   655,634   

Number of days in the period 365 365

Daily cash operating expenses F 2,011$     1,796$     

Days cash on hand E/F 153.42     156.31     



Wellmont Health System and Affiliates

Consolidated Balance Sheets as of

June 30, 2012 and June 30, 2011

Consolidated Statements of Operations and Changes in Net Assets

for the Quarters and Fiscal Years ended

June 30, 2012 and June 30, 2011

The following financial statements are unaudited but agree to 

the annual independent audit.



Wellmont Health System 

Management Discussion and Analysis 

For the Quarter and Fiscal Year ended June 30, 2012 

 

Volumes: 

 

Volumes were mixed compared to the same quarter last year.  Inpatients were down 6.3% and 

observation patients were up 5.5%, due to continued managed care payor changes.  

Emergency room visits were down 3.6% and other outpatient volume was up 2.3%.  Surgical 

volumes were up 4.2% and deliveries were up 6.7%.  Our physician office visits were up 20.1% 

primarily due to the acquisitions of a cardiology practice in October 2011 and a multispecialty 

practice in January 2012. 

 

Volumes were also mixed compared to the prior fiscal year.  Inpatients were down 4.6% and 

observation patients were up 26.1%, due to a change in post-surgical patient classification and 

to continued managed care payor changes.   Emergency room visits were the same as last year 

and other hospital outpatient volumes were up 5.1%.  Surgical volumes were the same as last 

year and deliveries were down 1.7%.   Physician office visits were up 15.9% primarily due to the 

acquisitions noted above. 

 

Length of stay for the quarter and year-to-date is trending slightly lower due to a focus on case 

management.  The case mix indices are the same as last year.  

 

Statement of Operations: 

 

We adopted Accounting Standards Update 2011-07 regarding the presentation of patient 

service revenue and bad debts this fiscal year on a retroactive basis.  There is no impact on 

income from operations and simply moves the provision for bad debts from expenses to 

revenue. 

 

Quarter ended June 30, 2012 versus quarter ended June 30, 2011: 

 

Net patient service revenue increased $2.3 million or 1.2% from the same quarter last year.  

Other revenue increased $14.4 million primarily as a result of $12.8 million of Electronic Health 

Record Meaningful Use amounts earned during the quarter by Wellmont Health System 

hospitals and physician practices and $1.4 million earned by Takoma Regional Hospital (of 

which Wellmont Health System owns 60% so recorded $0.8 million)(also see the fiscal year 

discussion below). 

 

Salaries and benefits increased $8.3 million or 9.5%, driven by the physician practice growth 

and acquisitions.  Hospital productivity improved, as hours per adjusted discharge decreased 

1.7%.  Supplies increased $1.7 million or 4.4% primarily due to growth in infusion volumes, 

particularly in oncology. 

 

Income from operations of $11.6 million exceeded the $6.9 million for the same quarter last 

year, primarily due to the Meaningful Use amounts. 



Fiscal 2012 versus fiscal 2011: 

 

Net patient revenue increased $12.2 million or 1.7% over the prior fiscal year. Other revenue 

increased $18.1 million primarily as a result of the Electronic Health Record Meaningful Use 

amounts earned during the year, with $13.1 million earned by Wellmont Health System 

hospitals and physician practices and $3.2 million earned by Takoma Regional Hospital (of 

which Wellmont Health System owns 60% so recorded $1.9 million).  However, significant costs 

have been incurred to purchase and implement the systems necessary to achieve Meaningful 

Use.  This includes approximately $13 million of capital costs which resulted in approximately $5 

million of annual depreciation and maintenance costs plus $4.6 million of staff costs to 

implement the systems.   

 

Salaries and benefits increased $21.6 million or 6.2% primarily due to the physician practice 

acquisitions ($9.5 million) and the $4.6 million to implement the systems.  Hospital productivity 

improved, as hours per adjusted discharge decreased 6.7%.  Supplies increased $3.8 million or 

2.4% primarily due to growth in infusion volumes, particularly in oncology.  

Income from operations of $22.3 million exceeded the prior fiscal year of $17.2 million.  Net 

income (shown as “Revenues and gains in excess of expenses and losses attributable to 

Wellmont Health System”) of $32.9 million exceeded the prior fiscal year of $28.2 million.   

 

Balance Sheet: 

 

Days cash on hand increased as a result of the strong operating performance and investment 

returns.  Net patient accounts receivable increased primarily as a result of the physician practice 

acquisitions.  Other receivables increased due to the accrual of the Meaningful Use amounts 

earned at June 30, 2012.  Accounts payable and accrued expenses increased primarily due to 

having a pay period end on June 30, 2012.  Net assets was negatively impacted by an increase 

in pension liabilities as a result of the continued low interest rate environment.  Debt to 

capitalization and debt service coverage ratios both improved as a result of the strong operating 

performance. 



Wellmont Health System and Affiliates

The following table sets forth selected historical utilization statistics of the inpatient and specialty care

facilities owned and operated by Wellmont for the quarters and fiscal years ended June 30, 2012 and

June 30, 2011.

FY12 FY11 FY12 FY11

QTR 4 QTR 4 YTD YTD

Hospital Statistics:

Acute Discharges 9,790 10,450 40,121 42,070

Observation Patients 3,344 3,169 13,669 10,841

Patients in Bed 13,134 13,619 53,790 52,911

Patient Days 41,495 45,260 173,533 183,934

Average Length of Stay (Days) 4.24 4.33 4.33 4.37

Daily Census including Observations 493 532 511 532

Emergency Room Visits 51,216 53,144 208,013 208,252

Outpatient Registrations excluding ER 59,575 58,227 236,437 225,035

Deliveries 527 494 2,021 2,056

Surgical Cases:

Inpatient 2,401 2,431 9,418 10,054

Outpatient  6,840 6,436 26,839 26,284

Total Surgical Cases 9,241 8,867 36,257 36,338

Physician Office Visits 95,271 79,313 359,942 310,578

The following table shows the percentage of gross patient service revenue by payor for the fiscal year

ended June 30, 2012 and the fiscal year ended June 30, 2011.

FY12 FY11

All Year All Year

Medicare 32.1% 32.7%

Medicare Managed Care 20.8% 19.8%

Medicaid 11.4% 12.7%

Managed Care 25.3% 25.2%

Self 7.7% 6.5%

Other 2.7% 3.1%

100.0% 100.0%

.



Wellmont Health System and Affiliates

Consolidated Balance Sheets

As of June 30, 2012 and June 30, 2011

(Dollars in Thousands)(Unaudited)

As of As of

6/30/12 6/30/11

Assets

Current assets:

Cash and cash equivalents 44,930$                      36,558$                      

Assets limited to use that are required for current liabilities 4,372 1,902

Patient accounts receivable 108,265 101,565

Other receivables 23,805 9,904

Inventories 17,862 17,830

Prepaid expenses & other current assets 7,462 7,163

Total current assets 206,696 174,922

Assets limited as to use, net of current portion 339,030 319,387

Land, buildings and equipment, net 458,048 454,937

Other assets:

Long-term investments 36,633 36,437

Investments in affiliates 32,646 31,177

Deferred debt expense, net 5,419 5,847

Goodwill, net 17,090 16,721

Other 651 1,875

92,439 92,057

Total assets 1,096,213$                 1,041,303$                 

Liabilities and net assets

Current liabilities:

Current portion of long-term debt 11,913$                      9,273$                        

Accounts payable and accrued expenses 81,243 70,943

Estimated third-party payor settlements 15,535 9,533

Current portion of other long-term liabilities 5,782 8,527

Total current liabilities 114,473 98,276

Long-term debt, less current portion 459,654 458,882

Other long-term liabilities, less current portion 54,060 42,384

Total liabilities 628,187 599,542

Net assets:

Unrestricted 458,218 434,661

Temporarily restricted 5,739 3,570

Permanently restricted 1,304 1,174

Noncontrolling interests 2,765 2,356

Total net assets 468,026 441,761

Commitments and contingencies

Total liabilities and net assets 1,096,213$                 1,041,303$                 

Certain FY2011 amounts have been reclassified to conform to the FY2012 presentation.



Wellmont Health System and Affiliates

Consolidated Statements of Operations and Changes in Net Assets    

The quarters and fiscal years ended June 30, 2012 and June 30, 2011

(Dollars in Thousands)(Unaudited)

FY12 FY11 FY12 FY11

QTR 4 QTR 4 YTD YTD

Revenue:

Patient service revenue (net of contractual allowances and discounts) $209,950 $197,557 $813,229 767,450    

Provision for bad debts (21,462)          (11,372)          (71,407)     (37,858)    

Net patient service revenue less provision for bad debts 188,488         186,185         741,822     729,592    

Other revenue 21,352 7,002 47,904 29,799

    Total revenue 209,840 193,187 789,726 759,391

Expenses:

Salaries and benefits 96,632 88,283 368,772 347,185

Medical supplies and drugs 41,017 39,289 164,397 160,565

Purchased services 21,128 20,547 79,509 80,348

Interest 5,428 4,805 21,677 20,750

Depreciation and amortization 12,290 11,392 46,403 46,059

Other 21,777 21,946 86,645 87,319

    Total expenses 198,272 186,262 767,403 742,226

    Income from operations 11,568           6,925             22,323       17,165      

Nonoperating gains (losses):
Investment income 6,631 2,058 17,272 10,383

Derivative valuation adjustments 5,305 (1,594) 1,807 1,355

Gain on bond dissolution 0 1,042 0 1,042

Other, net 0 0 0 (519)         

    Nonoperating gains (losses), net 11,936 1,506 19,079 12,261

    Revenues and gains in excess of expenses and losses

      before discontinued operations and noncontrolling interests 23,504           8,431             41,402       29,426      

Discontinued operations 92                  82                  88              44             

    Revenues and gains in excess of expenses and losses 23,596           8,513             41,490       29,470      

Income attributable to noncontrolling interests (504) (225) (1,670) (1,238)

    Revenues and gains in excess of expenses and losses

     attributable to Wellmont Health System 23,092 8,288 39,820 28,232

Other changes in unrestricted net assets:

Change in net unrealized gains (losses) on investments (9,042) 2,214 (9,534) 42,186

Net assets released from restrictions for additions to land, buildings,

   and equipment 2,801 1,563 3,766 2,852

Transfer to/from Temporarily restricted net assets 0 (18) 0 (18)

Change in the funded status of benefit plans and other (10,495) 2,776 (10,495) 2,789

    Increase (decrease) in unrestricted net assets 6,356 14,823 23,557 76,041

Changes in temporarily restricted net assets:

Contributions 431 419 6,661 2,548

Transfer to/from unrestricted net assets 0 18 0 18

Net assets released from temporary restrictions (2,988) (1,684) (4,492) (3,547)

    Increase (decrease) in temporarily restricted net assets (2,557) (1,247) 2,169 (981)

Changes in permanently restricted net assets:

Permanently restricted contributions and investment income 128 4 130 6

    Increase (decrease) in permanently restricted net assets 128 4 130 6

Changes in noncontrolling interests:

Income attributable to noncontrolling interests 504 225 1,670 1,238

Distributions to noncontrolling interests (369) (155) (1,261) (1,178)

Changes in noncontrolling percentages (92)

    Increase (decrease) in noncontrolling interests 135 70 409 (32)

Change in net assets 4,062 13,650 26,265 75,034

Net assets, beginning of period 463,964 428,111 441,761 366,727

Net assets, end of period $468,026 $441,761 $468,026 $441,761

Certain FY2011 amounts have been reclassified to conform to the FY2012 presentation.



Wellmont Health System and Affiliates

Ratios

(Dollars in thousands)

6/30/12 6/30/11

Capitalization

Current portion of long-term debt 11,913$   9,273$      

Short-term notes payable -            

Long-term debt, less current portion A 459,654   459,260    

Total debt 471,567   468,533    

Unrestricted net assets B 458,218   434,661    

Other net assets 9,808       7,100        

Total net assets 468,026   441,761    

Long-term debt plus Unrestricted net assets A+B 917,872$ 893,921$  

Long-term debt to Capitalization A/(A+B) 0.501       0.514        

Debt Service Coverage

Revenue and gains in excess of expenses and losses (12 months) 39,820$   28,232$    

Add back:

Depreciation and amortization (12 months) 46,403     46,059      

Interest expense (12 months) 21,677     20,750      

(Gain) loss from discontinued operations (12 months) (88)           (44)            

Total income available for debt service per Master Trust Indenture C 107,812   94,997      

Maximum annual debt service D 35,157$   35,157$    

Debt Service Coverage Ratio per Master Trust Indenture C/D 3.07         2.70          

Days Cash on Hand

Unrestricted cash 44,930$   36,558$    

Unrestricted investments:

    Capital improvements 297,981 273,886

    Long-term investments 36,633 36,437

 Less illiquid investments (38,885) (38,349)

E 340,659   308,532    

Operating expenses (12 months) 767,403   742,226    

  Less depreciation and amortization (46,403)    (46,059)     

Total cash expenses 721,000   696,167    

Number of days in the period 366 365

Daily cash operating expenses F 1,970$     1,907$      

Days cash on hand E/F 172.9       161.8        

Certain FY2011 amounts have been reclassified to conform to the FY2012 presentation.



Wellmont Health System and Affiliates

Consolidated Balance Sheets as of

June 30, 2013 and June 30, 2012

Consolidated Statements of Operations and Changes in Net Assets

and Statements of Cash Flows for the Quarters and Fiscal Years ended

June 30, 2013 and June 30, 2012

The following financial statements are unaudited but agree to 

the annual independent audit.



Wellmont Health System 

Management Discussion and Analysis 

For the Quarter and Fiscal Year ended June 30, 2013 

 

Volumes: 

 

Quarter: 

 

Volumes were mixed compared to the same quarter last year.  Inpatients were down 948 or 

9.7% and observation patients were up 638 or 19.1% (so total “patients in a bed” was down 310 

or 2.4%) primarily due to reduced inpatient utilization from the implementation of the 

accountable care organizations in our area.  Emergency room visits were down 10.8% due to 

Wellmont now having three urgent care centers as a more cost effective and patient friendly 

alternative, other outpatient volume was up 1.2%, and surgeries were down 3.5%.  Deliveries 

were up 6.3% as a result of new physicians and physician office visits were up 14.0% primarily 

due to the urgent care centers. 

 

Fiscal Year: 

 

Volumes were also mixed compared to the prior fiscal year to date.  Inpatients were down 2,323 

or 5.8% and observation patients were up 72 or 0.5% (so total “patients in a bed” was down 

2,251 or 4.2%) primarily due to reduced inpatient utilization from the implementation of the 

accountable care organizations in our area.  Emergency room visits were down 6.7% due to 

Wellmont now having three urgent care centers as a more cost effective and patient friendly 

alternative, other outpatient volume was up 0.5%, and surgeries were down 2.6%.  Deliveries 

were up 14.3% as a result of new physicians and physician office visits were up 17.2% primarily 

due to the urgent care centers and the acquisitions of a cardiology practice in October 2011 and 

a multispecialty practice in January 2012. 

 

Statement of Operations: 

 

Quarter ended June 30, 2013 versus quarter ended June 30, 2012: 

 

Net patient service revenue increased $2.5 million or 1.3% from the same quarter last year.  

Other revenue decreased $11.4 million primarily as a result of $2.8 million of Electronic Health 

Record Meaningful Use amounts earned during the quarter being $10.0 million below prior year 

amounts of  $12.8 million due to the timing of each facility’s implementation. 

 

Salaries and benefits increased $0.4 million or 0.4%.  Hospital productivity remained flat as 

compared to the same quarter last year.  Supplies increased $2.2 million or 5.4% due to a 

higher volume of orthopedic/spinal implant surgeries and robotic surgeries.  Purchased services 

decreased $1.1 million or 5.2% due to changes in physician agreements.  Interest expense 

decreased $0.3 million or 6.0%.  Depreciation increased $0.5 million or 4.1%. 

 

Income from operations of $1.9 million was below the same quarter last year by $9.6 million due 

to the $10.0 million decrease in Meaningful Use amounts earned during each quarter. Net 

income (shown as “Revenues and gains in excess of expenses and losses attributable to 

Wellmont Health System”) of $3.2 million was below the same quarter last year by $19.9 million  



due to the $9.6 million decrease in income from operations, a $3.8 million decrease in 

investment income, a $4.4 million decrease in derivative valuation adjustments, and a $2.4 

million increase in the loss from discontinued operations (due to the closure of certain sleep lab 

operations in this quarter). 

 

Fiscal Year: 

 

Net patient service revenue increased $14.0 million or 1.9% from the prior fiscal year.  Other 

revenue decreased $4.2 million primarily as a result of lower volumes in subsidiaries providing 

services to hospitals such as laundry and blood services ($1.5 million) and lower earnings in an 

imaging joint venture ($1.3 million).  Note that there was $13.7 million of Electronic Health 

Record Meaningful Use amounts earned this year which is essentially the same as the prior 

year amounts of $13.2 million. 

 

Salaries and benefits increased $12.9 million or 3.5%, primarily driven by the physician practice 

growth and acquisitions and an increase in healthcare benefit costs due to increasing 

enrollment.  Hospital productivity remained flat as compared to the prior fiscal year.    Supplies 

decreased $0.4 million or 0.3%.  Purchased services increased $1.4 million or 1.8% from 

several factors, the largest of which are from changes in the hospital physician services such as 

anesthesia (which was then decreased in the last quarter) and emergency medicine.  Interest 

expense was essentially unchanged.  Depreciation increased $5.0 million or 10.7% primarily for 

systems necessary to achieve Meaningful Use. 

 

Income from operations of $12.9 million was below the prior fiscal year by $9.5 million. Net 

income (shown as “Revenues and gains in excess of expenses and losses attributable to 

Wellmont Health System”) of $31.4 million was below the prior fiscal year by $8.4 million due to 

the $9.5 million decrease in income from operations and a $2.1 million increase in the loss from 

discontinued operations (due to the closure of certain sleep lab operations), offset by a $2.2 

million increase in investment income and a $0.5 million increase in derivative valuation 

adjustments. 

 

 

Balance Sheet: 

 

Days cash on hand increased primarily as a result of strong investment valuations, receipt of 

Meaningful Use funds, and net borrowings.  The net borrowings consist of (a) $12.5 million 

taxable bank loan for the Epic implementation (fully drawn), (b) $42.5 million of tax exempt 

lease for the Epic implementation ($16.2 million drawn thus far), (c) $10 million lease line of 

credit ($5.2 million drawn thus far), less (d) regular debt and capital lease payments of $14.5 

million.  Other receivables decreased due to the receipt of the Meaningful Use amounts earned 

and accrued at June 30, 2012.  The debt to capitalization ratio improved slightly due to the 

increase in net assets outweighing the impact of the net borrowings.  The debt service coverage 

ratio dropped slightly due to the net borrowings. 



Wellmont Health System and Affiliates

The following table sets forth selected historical utilization statistics of the inpatient and other

entities owned and operated by Wellmont for the quarters and fiscal years ended 

June 30, 2013 and June 30, 2012.

FY13 FY12 FY13 FY12

QTR 4 QTR 4 YTD YTD

Hospital Statistics:

Acute Discharges 8,842 9,790 37,798 40,121

Observation Patients 3,982 3,344 13,741 13,669

Patients in Bed 12,824 13,134 51,539 53,790

Patient Days 36,499 41,495 162,459 173,533

Average Length of Stay (Days) 4.13 4.24 4.30 4.33

Daily Census including Observations 445 493 483 511

Emergency Room Visits 43,091 48,297 183,378 196,521

Outpatient Registrations excluding

        Observations, ER and Surgeries 53,379 52,761 210,044 209,024

Deliveries 560 527 2,309 2,021

Surgical Cases:

Inpatient 2,309 2,346 9,101 9,176

Outpatient  6,326 6,606 25,118 25,957

Total Surgical Cases 8,635 8,952 34,219 35,133

Physician Office Visits 108,585 95,229 310,077 264,671

The following table shows the percentage of gross patient service revenue by payor for the

fiscal years ended June 30, 2013 and June 30, 2012.

FY13 FY12

All Year All Year

Medicare 30.9% 32.1%

Medicare Managed Care 22.3% 20.8%

Medicaid 11.5% 11.4%

Managed Care 24.8% 25.3%

Self 7.6% 7.7%

Other 2.9% 2.7%

100.0% 100.0%



Wellmont Health System and Affiliates

Consolidated Balance Sheets

As of June 30, 2013 and June 30, 2012

(Dollars in Thousands)(Unaudited)

As of As of

6/30/13 6/30/12

Assets

Current assets:

Cash and cash equivalents 55,958$                      44,930$                      

Assets limited to use that are required for current liabilities 5,061 4,372

Patient accounts receivable 107,029 108,265

Other receivables 17,995 23,805

Inventories 18,361 17,862

Prepaid expenses & other current assets 8,949 7,462

Total current assets 213,353 206,696

Assets limited as to use, net of current portion 375,709 339,030

Land, buildings and equipment, net 474,730 458,048

Other assets:

Long-term investments 28,628 36,633

Investments in affiliates 31,874 32,646

Deferred debt expense, net 5,178 5,419

Goodwill, net 15,096 17,090

Other 547 651

81,323 92,439

Total assets 1,145,115$                 1,096,213$                 

Liabilities and net assets

Current liabilities:

Current portion of long-term debt 15,002$                      11,913$                      

Accounts payable and accrued expenses 84,300 81,243

Estimated third-party payor settlements 7,157 15,535

Current portion of other long-term liabilities 6,198 5,782

Total current liabilities 112,657 114,473

Long-term debt, less current portion 475,946 459,654

Other long-term liabilities, less current portion 41,567 54,060

Total liabilities 630,170 628,187

Net assets:

Unrestricted 503,934 458,218

Temporarily restricted 6,927 5,739

Permanently restricted 1,311 1,304

Noncontrolling interests 2,773 2,765

Total net assets 514,945 468,026

Commitments and contingencies

Total liabilities and net assets 1,145,115$                 1,096,213$                 



Wellmont Health System and Affiliates

Consolidated Statements of Operations and Changes in Net Assets    

The quarters and fiscal years ended June 30, 2013 and June 30, 2012

(Dollars in Thousands)(Unaudited)

FY13 FY12 FY13 FY12

QTR 4 QTR 4 FYTD FYTD

Revenue:

Patient service revenue (net of contractual allowances and discounts) 206,684          209,538          809,517          811,882          

Provision for bad debts (16,158)          (21,464)          (55,029)          (71,407)          

Net patient service revenue less provision for bad debts 190,526          188,074          754,488          740,475          

Other revenue 9,960              21,352            43,735            47,904            

    Total revenue 200,486          209,426          798,223          788,379          

Expenses:

Salaries and benefits 96,866            96,505            381,210          368,288          

Medical supplies and drugs 43,207            41,004            163,922          164,350          

Purchased services 19,836            20,914            80,179            78,731            

Interest 5,105              5,428              21,833            21,677            

Depreciation and amortization 12,790            12,281            51,319            46,369            

Other 20,749            21,741            86,816            86,501            

    Total expenses 198,553          197,873          785,279          765,916          

    Income from operations 1,933              11,553            12,944            22,463            

Nonoperating gains (losses):

Investment income 2,881              6,631              19,467            17,272            

Derivative valuation adjustments 865                 5,304              2,356              1,807              

    Nonoperating (losses), net 3,746              11,935            21,823            19,079            

    Revenues and gains in excess of expenses and losses

      before discontinued operations and noncontrolling interests 5,679              23,488            34,767            41,542            

Discontinued operations (2,253)            107                 (2,167)            (52)                  

    Revenues and gains in excess of expenses and losses 3,426              23,595            32,600            41,490            

Income attributable to noncontrolling interests (233)               (505)               (1,228)            (1,670)            

   Revenues and gains in excess of expenses and losses

     attributable to Wellmont Health System 3,193              23,090            31,372            39,820            

Other changes in unrestricted net assets:

Change in net unrealized gains (losses) on investments (9,523)            (9,041)            6,157              (9,534)            

Net assets released from restrictions for additions to land, buildings,

   and equipment 34                   2,776              828                 3,766              

Change in the funded status of benefit plans and other 7,359              (10,495)          7,359              (10,495)          

    Increase (decrease) in unrestricted net assets 1,063              6,330              45,716            23,557            

Changes in temporarily restricted net assets:

Contributions 119                 431                 2,977              6,661              

Net assets released from temporary restrictions (239)               (2,963)            (1,789)            (4,492)            

    Increase in temporarily restricted net assets (120)               (2,532)            1,188              2,169              

Changes in permanently restricted net assets:

Permanently restricted contributions and investment income 1                     128                 7                     130                 

    Increase (decrease) in permanently restricted net assets 1                     128                 7                     130                 

Changes in noncontrolling interests:

Income attributable to noncontrolling interests 199                 505                 1,228              1,670              

Distributions to noncontrolling interests (20)                  (369)               (1,220)            (1,261)            

    Increase (decrease) in noncontrolling interests 179                 136                 8                     409                 

Change in net assets 1,123              4,062              46,919            26,265            

Net assets, beginning of period 513,822          463,964          468,026          441,761          

Net assets, end of period $514,945 $468,026 $514,945 $468,026

Certain amounts have been reclassified to conform to the current presentation.



(Dollars in Thousands)(Unaudited)

FY13 FY12

FYTD FYTD

Cash flows from operating activities:

Change in net assets 46,919$         26,265$         

Adjustments to reconcile increase (decrease) in net assets

to net cash provided by operating activities:

Depreciation and amortization 51,319 46,369

Net realized and unrealized (gains) losses on investments (25,624) (7,738)

Derivative valuation adjustments (2,356) (1,807)

(Gain) loss on sale of fixed assets 209 (458)

Increase (decrease) in cash due to changes in:

Accounts Receivable 1,235 (6,700)

Inventories (499) (32)

Prepaid expenses and other current assets 3,634 (299)

Accounts payable and accrued expenses 3,056 10,300

Net decrease (increase) in other assets (6,267) (11,588)

Net cash provided by operating activities 71,626 54,312

Cash flows from investing activities:

Purchases of property, plant and equipment, net (68,209) (44,305)

Transfer (to)/from Bond and Self-Insurance funds 8,230 1,122

Transfer (to)/from Board funds (20,000) (2,173)

Acquisitions 0 (813)

Net cash (used) in investing activities (79,979) (46,169)

Cash flows from financing activities:

Proceeds from long term debt 33,855 11,368

Repayment of long term debt (14,474) (11,139)

Net cash provided (used) in financing activities 19,381 229

Increase (decrease) in cash and cash equivalents 11,028 8,372

Cash and cash equivalents, beginning 44,930 36,558

Cash and cash equivalents, ending 55,958$         44,930$         

Wellmont Health System and Affiliates

Consolidated Statement of Cash Flows

The fiscal years ended June 30, 2013 and June 30, 2012
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Ratios

(Dollars in thousands)

6/30/13 6/30/12

Capitalization

Current portion of long-term debt 15,002$   11,913$    

Short-term notes payable

Long-term debt, less current portion A 475,946   459,654    

Total debt 490,948   471,567    

Unrestricted net assets B 503,934   458,218    

Other net assets 11,011     9,808        

Total net assets 514,945   468,026    

Long-term debt plus Unrestricted net assets A+B 979,880$ 917,872$  

Long-term debt to Capitalization A/(A+B) 0.486       0.501        

Debt Service Coverage

Revenue and gains in excess of expenses and losses (12 months) 31,372$   39,820$    

Add back:

Depreciation and amortization (12 months) 51,319     46,369      

Interest expense (12 months) 21,833     21,677      

(Gain) loss from discontinued operations (12 months) 2,167       52             

Total income available for debt service per Master Trust Indenture C 106,691   107,918    

Maximum annual debt service D 41,310$   35,157$    

Debt Service Coverage Ratio per Master Trust Indenture C/D 2.58         3.07          

Days Cash on Hand

Unrestricted cash 55,958$   44,930$    

Unrestricted investments:

    Capital improvements 341,596 297,981

    Long-term investments 28,628 36,633

 Less illiquid investments (27,528) (38,621)

E 398,654   340,923    

Operating expenses (12 months) 785,279   765,916    

  Less depreciation and amortization (51,319)    (46,369)     

Total cash expenses 733,960   719,547    

Number of days in the period 365 366

Daily cash operating expenses F 2,011$     1,966$      

Days cash on hand E/F 198.3       173.4        



Wellmont Health System and Affiliates

Consolidated Balance Sheets as of

June 30, 2014 and June 30, 2013

Consolidated Statements of Operations and Changes in Net Assets

and Statements of Cash Flows for the Quarters and Fiscal Years ended

June 30, 2014 and June 30, 2013

The following financial statements are unaudited but agree to

the annual independent audit.



Wellmont Health System 

Management Discussion and Analysis 

For the Quarter and Fiscal Year ended June 30, 2014 

 

Note that the closure of Lee Regional Medical Center on October 1, 2013 has been 

reflected as a discontinued operation for all periods presented. 

 

Volumes: 

 

Quarter ended June 30, 2014 versus quarter ended June 30, 2013: 

 

Volumes were generally down compared to the same quarter last year.  Inpatients were down 

271 or 3.2% and observation patients were down 368 or 9.7% (so total “patients in a bed” were 

down 639 or 5.2%) primarily due to reduced utilization from the implementation of the 

accountable care organizations and high deductible plans in our area.  Emergency room visits 

were up 3.1% and surgeries were down 4.1%, with all of the surgery decrease coming from the 

ambulatory surgery centers which is attributed to the increase in high deductible plans in our 

area.  Deliveries were down 69 or 12.3% but this appears to be a random fluctuation.  Physician 

office visits were flat overall, despite an increase of 27.3% in urgent care visits due to Wellmont 

now having four urgent care centers. 

 

Fiscal Year: 

 

Volumes were mixed compared to the prior fiscal year.  Inpatients were down 2,066 or 5.7% 

and observation patients were up 1,192 or 9.2% (so total “patients in a bed” were down 874 or 

1.8%) primarily due to reduced utilization from the implementation of the accountable care 

organizations and high deductible plans in our area.  Emergency room visits were down 4.7% 

due to Wellmont now having four urgent care centers and surgeries were down 2.2%, with all of 

the surgery decrease coming from the ambulatory surgery centers which is attributed to the 

increase in high deductible plans in our area.  Deliveries were down 99 or 4.3%.  Physician 

office visits were up 2.6%, including urgent care visits which were up 30.5% due to Wellmont 

now having four urgent care centers. 

 

Statement of Operations: 

 

Quarter ended June 30, 2014 versus quarter ended June 30, 2013: 

 

Net patient service revenue increased $1.7 million or 0.9% from the same quarter last year (bad 

debt is down but there is an offsetting increase in charity care in the line above).  The 

acquisition of Wexford House and consolidation of Holston Valley Imaging Center added $6.4 

million of net revenue, while the same store net revenue decreased $4.7 million due to Medicare 

reimbursement reductions and volume decreases. 



Other revenue decreased $2.7 million primarily as a result of (a) $1.8 million of Electronic Health 

Record Meaningful Use amounts earned during the quarter being $0.6 million below the prior 

year amounts of $2.4 million due to the scheduled annual decreases in the program’s 

payments, (b) blood bank revenue reductions of $0.9 million due to the loss of a significant 

contract, and (c) $0.4 million from lower performance of the managed care, home care and 

Takoma joint ventures. 

 

Salaries and benefits increased slightly by $0.4 million or 0.4%.  Supplies decreased $3.0 

million or 7.0% primarily due to the lower volumes and increased savings from chemotherapy 

drugs.  Purchased services increased slightly by $0.3 million or 1.6%.  Interest expense 

decreased slightly by $0.3 million or 5.9% due to the capitalization of interest for the Epic 

electronic health record project and scheduled decreases in outstanding principal.  Depreciation 

increased by $2.0 million or 16.1% due to the Epic system going live at the beginning of April.  

Lease and rental decreased by $0.7 million or 15.7% due to the conversion of some operating 

leases to capital leases.  Other expenses increased by $4.4 million or 84% primarily due to an 

increase in the professional and general liability actuarial expense of $3.3 million and to the 

change in allocation of support services costs as a result of the closure of Lee Regional Medical 

Center. 

 

The loss from operations of ($1.3 million) was worse than the same quarter last year by $3.8 

million.  Net income (shown as “Revenues and gains in excess of expenses and losses 

attributable to Wellmont Health System”) of $3.6 million was above the same quarter last year 

by $0.5 million due primarily to a $4.7 million increase in investment income and a $1.8 million 

decrease in the loss from discontinued operations, offset by a $0.7 million decrease in derivative 

valuation adjustments, a $1.1 million loss on refinancing, and the $3.8 million decrease in 

income from operations. 

 

Fiscal Year: 

 

Net patient service revenue increased $5.3 million or 0.7% compared to the prior fiscal year 

(bad debt is down but there is an offsetting increase in charity care in the line above).  The 

acquisition of Wexford House and consolidation of Holston Valley Imaging Center added $11.3 

million of net revenue, while the same store net revenue decreased $6.0 million due to Medicare 

reimbursement reductions and volume decreases. 

 

Other revenue decreased $12.7 million primarily as a result of (a) $7.2 million of Electronic 

Health Record Meaningful Use amounts earned being $5.1 million below the prior year amounts 

of $12.3 million due to the scheduled annual decreases in the program’s payments, (b) blood 

bank revenue reductions of $3.4 million due to the loss of a significant contract, and (c) $1.9 

million from lower performance of the managed care, home care and Takoma joint ventures. 

 

Salaries and benefits increased slightly by $1.2 million or 0.3%.  Supplies increased $4.1 million 

or 2.5% primarily in chemotherapy drug volume and cost.  Purchased services decreased $4.0 

million or 5.2% due to changes in physician agreements.  Interest expense decreased by $1.9 

million or 9.6% due to the capitalization of interest for the Epic electronic health record project 

and scheduled decreases in outstanding principal.  Depreciation increased by $0.6 million or 

1.2%.  Lease and rental decreased by $2.4 million or 13.3% due to the conversion of some 

operating leases to capital leases.  Other expenses increased $5.6 million or 20.8% primarily  



due to an increase in the professional and general liability expense of $3.5 million and to the 

change in allocation of support services costs as a result of the closure of Lee Regional Medical 

Center. 

 

Income from operations of $4.8 million was below the prior fiscal year to date by $10.6 million.  

Net income (shown as “Revenues and gains in excess of expenses and losses attributable to 

Wellmont Health System”) of $6.3 million was below the prior fiscal year by $25.0 million due to 

the impairment of Lee Regional Medical Center of $22.5 million included in the $26.6 million  

loss on discontinued operations, the $10.6 million decrease in income from operations, a $4.6 

million decrease in investment income, a $1.1 million loss on refinancing, and a $1.0 million 

decrease in derivative valuation adjustments, offset by the $14.7 million gain on conversion from 

the equity method to consolidation of Holston Valley Imaging Center on March 31, 2014. 

 

Balance Sheet and Ratios: 

 

The significant changes in the balance sheet were (a) expenditures for the Epic electronic 

health record project of $60.2 million and draws on the financing thereof of $26.7 million, (b) the 

acquisition of Wexford House of $13.5 million ($5.8 million land, buildings and equipment and 

$7.7 million goodwill), (c) the acquisition of the remaining 25% of Holston Valley Imaging Center 

of $7.9 million (all goodwill), (d) the associated conversion of Holston Valley Imaging Center 

from the equity method to consolidation which resulted in an increase in goodwill of $21.5 

million, (e) the impairment of Lee Regional Medical Center of $22.5 million ($21.7 million 

buildings and equipment and $0.8 million goodwill) and (f) the sale of Wellmont Health System’s 

60% interest in Takoma Regional Hospital of $11.7 million as of July 1, 2014 (the cash was 

received on June 30, 2014 and is in other current liabilities).  In addition, the 2003, 2005 and 

2010 series of debt were refinanced in June with new direct placement tax-exempt debt. 

 

Days cash on hand increased as a result of the above activity and appreciation of the 

investment portfolio.  The debt to capitalization ratio improved slightly.  The debt service 

coverage ratio decreased due to income available for debt service being $17.8 million lower and 

MADS being $1.5 million higher. 



Wellmont Health System and Affiliates

The following table sets forth selected historical utilization statistics for the quarters and fiscal years

ended June 30, 2014 and June 30, 2013 (restated to remove Lee Regional as it is now a

discontinued operation).

FY14 FY13 FY14 FY13

QTR 4 QTR 4 All Year All Year

Hospital Statistics:

Acute Discharges 8,300 8,571 34,365 36,431

Observation Patients 3,430 3,798 14,205 13,013

Patients in Bed 11,730 12,369 48,570 49,444

Patient Days 35,882 35,606 145,845 157,541

Average Length of Stay (Days) 4.32 4.15 4.24 4.32

Daily Census including Observations 432 433 438 467

Emergency Room Visits 43,463 42,140 170,331 178,691

Deliveries 491 560 2,210 2,309

Surgical Cases:

Inpatient 2,391 2,341 9,430 9,279

Outpatient  6,103 6,517 24,896 25,804

Total Surgical Cases 8,494 8,858 34,326 35,083

Physician Office Visits 108,976 108,847 429,656 418,924

including Urgent Care Visits 12,424 9,763 44,344 33,993      

The following table shows the percentage of gross patient service revenue by payor for the

fiscal years ended June 30, 2014 and June 30, 2013.

FY14 FY13

All Year All Year

Medicare 30.7% 31.0%

Medicare Managed Care 23.6% 23.5%

Medicaid 11.1% 10.9%

Managed Care/Other 27.7% 27.9%

Self 6.9% 6.7%

100.0% 100.0%



Wellmont Health System and Affiliates

Consolidated Balance Sheets

As of June 30, 2014 and June 30, 2013

(Dollars in Thousands)(Unaudited)

As of As of

6/30/14 6/30/13

Assets

Current assets:

Cash and cash equivalents 30,674$                      55,958$                      

Assets limited to use that are required for current liabilities 3,233 5,061

Patient accounts receivable 117,265 107,029

Other receivables 14,685 17,995

Inventories 18,684 18,361

Prepaid expenses & other current assets 10,337 8,949

Total current assets 194,878 213,353

Assets limited as to use, net of current portion 425,740 375,709

Land, buildings and equipment, net 492,581 474,730

Other assets:

Long-term investments 32,521 28,628

Investments in affiliates 18,221 31,874

Deferred debt expense, net 4,226 5,178

Goodwill, net 51,649 15,096

Other 520 547

107,137 81,323

Total assets 1,220,336$                 1,145,115$                 

Liabilities and net assets

Current liabilities:

Current portion of long-term debt 18,015$                      15,002$                      

Accounts payable and accrued expenses 90,547 84,300

Estimated third-party payor settlements 8,425 7,157

Current portion of other long-term liabilities 6,510 6,198

Other current liabilities 11,700 0

Total current liabilities 135,197 112,657

Long-term debt, less current portion 490,443 475,946

Other long-term liabilities, less current portion 43,866 41,567

Total liabilities 669,506 630,170

Net assets:

Unrestricted 538,607 503,934

Temporarily restricted 8,214 6,927

Permanently restricted 1,319 1,311

Noncontrolling interests 2,690 2,773

Total net assets 550,830 514,945

Commitments and contingencies

Total liabilities and net assets 1,220,336$                 1,145,115$                 



Wellmont Health System and Affiliates

Consolidated Statements of Operations and Changes in Net Assets    

The quarters and fiscal years ended June 30, 2014 and June 30, 2013

(Dollars in Thousands)(Unaudited)

FY14 FY13 FY14 FY13

QTR 4 QTR 4 All Year All Year

Revenue:

Patient service revenue (net of contractual allowances and discounts) $193,547 $201,740 788,910            791,230            

Provision for bad debts (5,396)             (15,323)           (45,644)             (53,251)             

Net patient service revenue less provision for bad debts 188,151          186,417          743,266            737,979            

Other revenue 6,841              9,507              29,441              42,127              

    Total revenue 194,992          195,924          772,707            780,106            

Expenses:

Salaries and benefits 95,323            94,963            374,309            373,150            

Medical supplies and drugs 39,850            42,850            166,676            162,604            

Purchased services 19,537            19,231            73,674              77,716              

Interest 4,441              4,720              18,350              20,292              

Depreciation and amortization 14,310            12,330            50,058              49,465              

Maintenance and utilities 9,303              9,497              36,978              36,830              

Lease and rental 3,840              4,554              15,506              17,892              

Other 9,722              5,284              32,312              26,745              

    Total expenses 196,326          193,429          767,863            764,694            

    Income (loss) from operations (1,334)             2,495              4,844                15,412              

Nonoperating gains (losses):

Investment income 7,531              2,879              14,749              19,316              

Derivative valuation adjustments 189                 865                 1,307                2,356                

Loss on refinancing (1,133)             -                  (1,133)               -                    

Gain on revaluation of equity method investment -                  -                  14,744              -                    

    Nonoperating gains (losses), net 6,587              3,744              29,667              21,672              

    Revenues and gains in excess of expenses and losses

      before discontinued operations and noncontrolling interests 5,253              6,239              34,511              37,084              

Discontinued operations (1,128)             (2,943)             (26,639)             (4,484)               

    Revenues and gains in excess of expenses and losses 4,125              3,296              7,872                32,600              

Income attributable to noncontrolling interests (571)                (234)                (1,540)               (1,228)               

   Revenues and gains in excess of expenses and losses

     attributable to Wellmont Health System 3,554              3,062              6,332                31,372              

Other changes in unrestricted net assets:

Change in net unrealized gains (losses) on investments 7,968              (9,426)             28,333              6,157                

Net assets released from restrictions for additions to land, buildings,

   and equipment (192)                34                   901                   828                   

Change in funded status of benefit plans and other (893)                7,359              (893)                  7,359                

    Increase (decrease) in unrestricted net assets 10,437            1,029              34,673              45,716              

Changes in temporarily restricted net assets:

Contributions 454                 217                 2,707                2,977                

Net assets released from temporary restrictions 99                   (337)                (1,420)               (1,789)               

    Increase (decrease) in temporarily restricted net assets 553                 (120)                1,287                1,188                

Changes in permanently restricted net assets:

Permanently restricted contributions and investment income 5                     1                     8                       7                       

    Increase in permanently restricted net assets 5                     1                     8                       7                       

Changes in noncontrolling interests:

Income attributable to noncontrolling interests 571                 234                 1,540                1,228                

Distributions to noncontrolling interests (307)                (21)                  (1,623)               (1,220)               

    Increase (decrease) in noncontrolling interests 264                 213                 (83)                    8                       

Change in net assets 11,259            1,123              35,885              46,919              

Net assets, beginning of period 539,571          513,822          514,945            468,026            

Net assets, end of period $550,830 $514,945 $550,830 $514,945

Certain amounts have been reclassified to conform to the current presentation.



(Dollars in Thousands)(Unaudited)

FY14 FY13

All Year All Year

Cash flows from operating activities:

Change in net assets 35,885$         46,919$         

Adjustments to reconcile increase (decrease) in net assets

to net cash provided by operating activities:

Depreciation and amortization 50,058 49,465

Net realized and unrealized (gains) losses on investments (43,082) (25,473)

Derivative valuation adjustments (1,307) (2,356)

(Gain) loss on sale of fixed assets (78) 209

Loss on refinancing 1,133 0

(Gain) on revaluation of equity method investment (14,744) 0

Impairment of assets 22,456 0

Increase (decrease) in cash due to changes in:

Accounts Receivable (10,236) 1,235

Inventories (323) (499)

Prepaid expenses and other current assets 3,750 3,634

Accounts payable and accrued expenses 7,498 3,056

Net decrease (increase) in other assets 3,723 (4,564)

Net cash provided by operating activities 54,733 71,626

Cash flows from investing activities:

Purchases of property, plant and equipment, net (69,074) (68,209)

Transfer (to)/from Bond and Self-Insurance funds (5,837) 8,230

Transfer (to)/from Board funds 0 (20,000)

Acquisitions (22,637) 0

Net cash (used) in investing activities (97,548) (79,979)

Cash flows from financing activities:

Proceeds from long term debt 128,623 33,855

Repayment of long term debt (111,092) (14,474)

Net cash provided (used) in financing activities 17,531 19,381

Increase (decrease) in cash and cash equivalents (25,284) 11,028

Cash and cash equivalents, beginning 55,958 44,930

Cash and cash equivalents, ending 30,674$         55,958$         

Certain amounts have been reclassified to conform to the current presentation.

Wellmont Health System and Affiliates

Consolidated Statement of Cash Flows

The fiscal years ended June 30, 2014 and June 30, 2013



Wellmont Health System and Affiliates

Ratios

(Dollars in thousands)

6/30/14 6/30/13

Capitalization

Current portion of long-term debt 18,015$         15,002$    

Short-term notes payable

Long-term debt, less current portion A 490,443         475,946    

Total debt 508,458         490,948    

Unrestricted net assets B 538,607         503,934    

Other net assets 12,223           11,011      

Total net assets 550,830         514,945    

Long-term debt plus Unrestricted net assets A+B 1,029,050$    979,880$  

Long-term debt to Capitalization A/(A+B) 0.477             0.486        

Debt Service Coverage

Revenue and gains in excess of expenses and losses (12 months) 6,332$           31,372$    

Add back:

Depreciation and amortization 50,058           49,465      

Interest expense 18,350           20,292      

Loss on refinancing 1,133             -            

(Gain) on revaluation of equity method investment (14,744)          -            

Loss from discontinued operations 26,639           4,484        

Total income available for debt service per Master Trust Indenture C 87,768           105,613    

Maximum annual debt service D 42,797$         41,310$    

Debt Service Coverage Ratio per Master Trust Indenture C/D 2.05               2.56          

Days Cash on Hand

Unrestricted cash 30,674$         55,958$    

Unrestricted investments:

    Capital improvements 383,962 341,596

    Long-term investments 32,521 28,628

 Less illiquid investments (28,364) (27,528)

E 418,793         398,654    

Operating expenses (12 months) 767,863         764,694    

  Less depreciation and amortization (50,058)          (49,465)     

Total cash expenses 717,805         715,229    

Number of days in the period 365 365

Daily cash operating expenses F 1,967$           1,960$      

Days cash on hand E/F 213.0             203.4        

Certain amounts have been reclassified to conform to the current presentation.



Wellmont Health System and Affiliates

Consolidated Balance Sheets as of

June 30, 2015 and June 30, 2014

Consolidated Statements of Operations and Changes in Net Assets

and Statements of Cash Flows for the Quarters and Fiscal Years ended

June 30, 2015 and June 30, 2014

The following financial statements are unaudited but

agree to the annual independent audit.



Wellmont Health System 

Management Discussion and Analysis 

For the Quarter and Fiscal Year ended June 30, 2015 

 

Note that the closure of Lee Regional Medical Center on October 1, 2013 has been 

reflected as a discontinued operation for all periods presented. 

 

Overview: 

 

Wellmont Health System had income from operations of $6.7 million and net income of $15.4 

million for the fiscal year ended June 30, 2015. Net patient service revenue increased 6.4%.  

Adjusting to the trend of more care delivered in outpatient facilities, Wellmont has opened 

additional urgent care centers, which have provided a way for patients to receive assistance for 

pressing health needs that can be addressed without an expensive trip to the emergency 

department.  This also reflects the health system’s goal to increase health care access points in 

the area and reshape the way the region receives care in lower cost outpatient settings. That 

has resulted in a 56% increase in urgent care patient volumes during fiscal 2015, when a new 

center opened in Lebanon, Virginia, and the Bristol and Kingsport, Tennessee centers operated 

for their first full years. The health system also operates urgent care centers in Johnson City, 

Tennessee; Abingdon, Virginia; and Norton, Virginia. The opening of another facility for cancer 

patients, this one in Bristol, Virginia, further extended Wellmont’s community outreach.  Open 

since January, this facility features services such as oncology, hematology, genetic counseling, 

high-risk cancer clinic, clinical trials, nutrition services and social work. This is the fifth office for 

the Wellmont Cancer Institute. During fiscal 2015, the number of infusion patient visits across 

the system increased by 64%.  The following volume and financial details provide additional 

information on Wellmont’s growing strength in service to the community. 

 

Volumes: 

 

Total patients in a bed were up 1.2% for the year as we continue the transition to value based 

payments while facing the challenge of increasingly prevalent high deductible health plans in 

our area.  While emergency room visits were up 4.7%, surgeries were down 2.3% and deliveries 

were up 1.6%.  Outpatient volumes were up, especially due to the expansion of infusion centers 

(visits up 64%) and urgent care centers (visits up 56% for year) as we continue to expand the 

portals of entry into our health system. 

 

Statement of Operations: 

 

Quarter ended June 30, 2015 versus quarter ended June 30, 2014: 

 

Net patient service revenue increased $17.3 million or 9.2% from the same quarter last year due 

primarily to a 13.2% increase in outpatient revenue.  Other revenue decreased $1.5 million 

primarily as a result of (a) $0.6 million of Electronic Health Record Meaningful Use amounts 

earned during the quarter being $1.2 million below the prior year amounts of $1.8 million due to 

reduced payments from lower volumes and the scheduled annual decreases in the program’s 

payments and (b) blood bank revenue reductions of $0.3 million due to the loss of a significant 

contract. 



Salaries and benefits increased $12.8 million or 13.5% as a result of (a) one-time five year 

physician retention compensation earned and (b) an increase in employee health costs for the 

last quarter due to higher utilization.  Supplies increased 5.3% primarily due to higher infusion 

volumes.  Purchased services decreased 2.3%.  Interest expense decreased 0.3%.  

Depreciation increased 7.8% due to the Epic system going live in April 2014.  All other 

expenses decreased 10.9% due primarily to a significantly lower professional and general 

liability expense from the preliminary actuarial report. 

 

Income from operations of $1.4 million was above the same quarter last year by $2.7 million.  

Net income (shown as “Revenues and gains in excess of expenses and losses attributable to 

Wellmont Health System”) of $1.6 million was below the same quarter last year by $2.0 million.  

 

Fiscal Year: 

 

Net patient service revenue increased $47.7 million or 6.4% compared to the prior fiscal year 

due to (a) the Wexford House acquisition in December 2013 and the HVIC acquisition at the 

end of March 2014 and (b) the increase in outpatient revenue.  Other revenue decreased $7.7 

million primarily as a result of (a) $3.2 million of Electronic Health Record Meaningful Use 

amounts earned being $4.0 million below the prior year amounts of $7.2 million due to reduced 

payments from lower volumes and the scheduled annual decreases in the program’s payments, 

(b) blood bank revenue reductions of $1.7 million due to the loss of a significant contract, and 

(c) $3.0 million decrease from the prior investment in HVIC now being consolidated in each line 

of the statement of operations. 

 

Salaries and benefits increased $25.6 million or 6.9% as a result of (a) the acquisitions noted 

above and (b) one-time five year physician retention compensation earned.  Supplies were up 

1.2%.  Purchased services increased 2.8%.  Interest expense decreased 3.2%.  Depreciation 

increased $8.5 million or 17.0% due to the Epic system going live in April 2014.  All other 

expenses increased 0.6%. 

 

Income from operations of $6.7 million was above the prior fiscal year by $1.9 million.  Net 

income (shown as “Revenues and gains in excess of expenses and losses attributable to 

Wellmont Health System”) of $15.4 million was above the prior fiscal year by $9.0 million.  The 

prior fiscal year was impacted by (a) the impairment of Lee Regional Medical Center of $22.5 

million included in the $26.6 million of discontinued operations, offset somewhat by (b) the $14.7 

million gain on conversion from equity to consolidation for the HVIC acquisition. 

 

Balance Sheet and Ratios: 

 

The only significant changes in the balance sheet were the sale of Wellmont Health System’s 

60% interest in Takoma Regional Hospital of $11.7 million as of July 1, 2014 (the cash was 

received on June 30, 2014 and was in other current liabilities).  In addition, a portion of the 

Series 2006C debt was advance refunded in September 2014 with new direct placement tax-

exempt debt.  Cash on hand decreased by 2 days and the debt to capitalization ratio and debt 

service coverage ratio both improved slightly. 



Wellmont Health System and Affiliates

The following table sets forth selected historical utilization statistics for the quarters and

fiscal years ended June 30, 2015 and June 30, 2014.

FY15 FY14 FY15 FY14

QTR 4 QTR 4 All Year All Year

Hospital Statistics:

Acute Discharges 7,980 8,300 33,045 34,356

Observation Patients 4,570 3,430 16,693 14,779

Patients in Bed 12,550 11,730 49,738 49,135

Patient Days 33,661 35,882 144,579 145,845

Average Length of Stay (Days) 4.22 4.32 4.38 4.25

Daily Census including Observations 420 432 442 440

Emergency Room Visits 45,433 43,463 178,324 170,331

Deliveries 448 491 2,246 2,210

Surgical Cases:

Inpatient 2,239 2,391 9,125 9,430

Outpatient  5,932 6,103 24,396 24,896

Total Surgical Cases 8,171 8,494 33,521 34,326

Physician Office Visits 123,390 108,976 474,762 429,656

including Urgent Care Visits 16,902 12,424 69,421 44,344      

The following table shows the percentage of gross patient service revenue by payor for the

fiscal years ended June 30, 2015 and June 30, 2014.

FY15 FY14

All Year All Year

Medicare 30.6% 30.7%

Medicare Managed Care 23.4% 23.6%

Medicaid 11.3% 11.1%

Managed Care/Other 27.9% 27.7%

Self 6.8% 6.9%

100.0% 100.0%



Wellmont Health System and Affiliates

Consolidated Balance Sheets

As of June 30, 2015 and June 30, 2014

(Dollars in Thousands)(Unaudited)

As of As of

6/30/15 6/30/14

Assets

Current assets:

Cash and cash equivalents 48,866$                      30,674$                      

Assets limited to use that are required for current liabilities 3,651 4,066

Patient accounts receivable 112,299 117,265

Other receivables 11,238 14,685

Inventories 19,981 18,684

Prepaid expenses & other current assets 9,979 10,337

Total current assets 206,014 195,711

Assets limited as to use, net of current portion 424,864 424,907

Land, buildings and equipment, net 484,569 492,581

Other assets:

Long-term investments 27,964 32,521

Investments in affiliates 7,214 18,221

Deferred debt expense, net 4,217 4,226

Goodwill, net 51,583 51,649

Other 525 520

91,503 107,137

Total assets 1,206,950$                 1,220,336$                 

Liabilities and net assets

Current liabilities:

Current portion of long-term debt 18,626$                      18,015$                      

Accounts payable and accrued expenses 101,871 90,547

Estimated third-party payor settlements 12,987 8,425

Current portion of other long-term liabilities 7,660 6,510

Other current liabilities 0 11,700

Total current liabilities 141,144 135,197

Long-term debt, less current portion 480,187 490,443

Other long-term liabilities, less current portion 39,097 43,866

Total liabilities 660,428 669,506

Net assets:

Unrestricted 535,632 538,607

Temporarily restricted 6,960 8,214

Permanently restricted 1,323 1,319

Noncontrolling interests 2,607 2,690

Total net assets 546,522 550,830

Commitments and contingencies

Total liabilities and net assets 1,206,950$                 1,220,336$                 

Certain amounts have been reclassified to conform to the current presentation.



Wellmont Health System and Affiliates

Consolidated Statements of Operations and Changes in Net Assets    

The quarters and fiscal years ended June 30, 2015 and June 30, 2014

(Dollars in Thousands)(Unaudited)

FY15 FY14 FY15 FY14

QTR 4 QTR 4 All Year All Year

Revenue:

Net patient service revenue less provision for bad debts 205,481$       188,151$       790,970$         743,266$         

Other revenue 5,300             6,841             21,759             29,441             

    Total revenue 210,781         194,992         812,729           772,707           

Expenses:

Salaries and benefits 108,150         95,323           399,955           374,309           

Medical supplies and drugs 41,977           39,850           168,678           166,676           

Purchased services 19,086           19,537           75,749             73,674             

Interest 4,428             4,441             17,757             18,350             

Depreciation and amortization 15,428           14,310           58,569             50,058             

Maintenance and utilities 10,039           9,303             39,764             36,978             

Lease and rental 4,046             3,840             15,435             15,506             

Other 6,272             9,722             30,128             32,312             

    Total expenses 209,426         196,326         806,035           767,863           

    Income from operations 1,355             (1,334)            6,694               4,844               
Nonoperating gains (losses):

Investment income 2,528             7,531             14,207             14,749             

Derivative valuation adjustments (1,697)            189                (563)                 1,307               

Gain on revaluation of equity method investment -                 -                 -                   14,744             

Loss on refinancing -                 (1,133)            (1,389)              (1,133)              

    Nonoperating gains (losses), net 831                6,587             12,255             29,667             

    Revenues and gains in excess of expenses and losses

      before discontinued operations and noncontrolling interests 2,186             5,253             18,949             34,511             

Discontinued operations (532)               (1,128)            (2,720)              (26,639)            

    Revenues and gains in excess of expenses and losses 1,654             4,125             16,229             7,872               

Income attributable to noncontrolling interests (73)                 (571)               (866)                 (1,540)              

   Revenues and gains in excess of expenses and losses

     attributable to Wellmont Health System 1,581             3,554             15,363             6,332               

Other changes in unrestricted net assets:

Change in net unrealized gains (losses) on investments (4,160)            7,968             (18,555)            28,333             

Net assets released from restrictions for additions to land, buildings,

   and equipment 384                (192)               2,712               901                  

Change in funded status of benefit plans and other (2,495)            (893)               (2,495)              (893)                 

    Increase (decrease) in unrestricted net assets (4,690)            10,437           (2,975)              34,673             

Changes in temporarily restricted net assets:

Contributions 170                454                2,545               2,707               

Net assets released from temporary restrictions (668)               99                  (3,799)              (1,420)              

    Increase (decrease) in temporarily restricted net assets (498)               553                (1,254)              1,287               

Changes in permanently restricted net assets:

Permanently restricted contributions and investment income 1                    5                    4                      8                      

    Increase (decrease) in permanently restricted net assets 1                    5                    4                      8                      

Changes in noncontrolling interests:

Income attributable to noncontrolling interests 73                  571                866                  1,540               

Distributions to noncontrolling interests (337)               (307)               (949)                 (1,623)              

    Increase (decrease) in noncontrolling interests (264)               264                (83)                   (83)                   

Change in net assets (5,451)            11,259           (4,308)              35,885             

Net assets, beginning of period 551,973         539,571         550,830           514,945           

Net assets, end of period 546,522$       550,830$       546,522$         550,830$         

Certain amounts have been reclassified to conform to the current presentation.



(Dollars in Thousands)(Unaudited)

FY15 FY14

All Year All Year

Cash flows from operating activities:

Change in net assets (4,308)$          35,885$         

Adjustments to reconcile increase (decrease) in net assets

to net cash provided by operating activities:

Depreciation and amortization 58,569 50,058

Net realized and unrealized (gains) losses on investments 4,348 (43,082)

Derivative valuation adjustments 563 (1,307)

(Gain) loss on sale of fixed assets (569) (78)

(Gain) on conversion from equity to consolidation 0 (14,744)

Loss on refinancing 1,389 1,133

Impairment of assets 0 22,456

Increase (decrease) in cash due to changes in:

Accounts Receivable 4,966 (10,236)

Inventories (1,297) (323)

Prepaid expenses and other current assets 3,731 3,750

Accounts payable and accrued expenses (375) 7,498

Net decrease (increase) in other assets 11,476 3,723

Net cash provided by operating activities 78,493 54,733

Cash flows from investing activities:

Purchases of property, plant and equipment, net (50,054) (69,074)

Transfer (to)/from Bond and Self-Insurance funds (602) (5,837)

Transfer (to)/from Board funds 0 0

Acquisitions 0 (22,637)

Net cash (used) in investing activities (50,656) (97,548)

Cash flows from financing activities:

Proceeds from long term debt 26,064 128,623

Repayment of long term debt (35,709) (111,092)

Net cash provided (used) in financing activities (9,645) 17,531

Increase (decrease) in cash and cash equivalents 18,192 (25,284)

Cash and cash equivalents, beginning 30,674 55,958

Cash and cash equivalents, ending 48,866$         30,674$         

Certain amounts have been reclassified to conform to the current presentation.

Wellmont Health System and Affiliates

Consolidated Statement of Cash Flows

The fiscal years ended June 30, 2015 and June 30, 2014



Wellmont Health System and Affiliates

Ratios

(Dollars in thousands)

6/30/15 6/30/14

Capitalization

Current portion of long-term debt 18,626$        18,015$        

Short-term notes payable

Long-term debt, less current portion A 480,187        490,443        

Total debt 498,813        508,458        

Unrestricted net assets B 535,632        538,607        

Other net assets 10,890          12,223          

Total net assets 546,522        550,830        

Long-term debt plus Unrestricted net assets A+B 1,015,819$   1,029,050$   

Long-term debt to Capitalization A/(A+B) 0.473            0.477            

Debt Service Coverage

Revenue and gains in excess of expenses and losses (12 months) 15,363$        6,332$          

Add back:

Depreciation and amortization (12 months) 58,569          50,058          

Interest expense (12 months) 17,757          18,350          

(Gain) loss on refinancing 1,389            1,133            

(Gain) on revaluation of equity method investment -                (14,744)         

(Gain) loss from discontinued operations (12 months) 2,720            26,639          

Total income available for debt service per Master Trust Indenture C 95,798          87,768          

Maximum annual debt service D 43,009$        42,797$        

Debt Service Coverage Ratio per Master Trust Indenture C/D 2.23              2.05              

Days Cash on Hand

Unrestricted cash 48,866$        30,674$        

Unrestricted investments:

    Capital improvements 382,902 383,962

    Long-term investments 27,964 32,521

 Less illiquid investments (28,051) (28,364)

E 431,681        418,793        

Operating expenses (12 months) 806,035        767,863        

  Less depreciation and amortization (58,569)         (50,058)         

Total cash expenses 747,466        717,805        

Number of days in the period 365 365

Daily cash operating expenses F 2,048$          1,967$          

Days cash on hand E/F 210.8            213.0            




