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13 Mo. Trend  Actual   Prior Year   Budget   Actual   Prior Year   Budget 

Inpatient Statistics

Discharges       1,145             1,171            (26)        1,229            (84)           7,104            7,206          (102)         7,183            (79)

Medical/Surgical           850                875            (25)            906            (56)           5,205            5,303            (98)         5,294            (89)

Hospice             32                  25                7               31                1               196               183              13              181              15 

Maternity           136                123              13             135                1               707               771            (64)             789            (82)

Pediatrics               8                  10              (2)              16              (8)              109               111              (2)               95              14 
Psychiatric          119               138           (19)           141           (22)             887               838             49             824             63 

Patient Days       4,356             4,578          (222)        5,055          (699)         28,947          29,872          (925)       29,547          (600)

Medical/Surgical       3,315             3,528          (213)        3,921          (606)         22,471          23,148          (677)       22,915          (444)

Hospice           223                208              15             214                9            1,312            1,249              63          1,253              59 

Maternity           355                331              24             346                9            1,788            2,013          (225)         2,024          (236)

Pediatrics             13                  25            (12)              36            (23)              227               247            (20)             211              16 

Psychiatric           450                486            (36)            538            (88)           3,149            3,215            (66)         3,144                5 

Average Length of Stay (Days)          3.80               3.91         (0.11)           4.11         (0.31)             4.07              4.15         (0.07)            4.11         (0.04)

Medical/Surgical          3.90               4.03         (0.13)           4.33         (0.43)             4.32              4.37         (0.05)            4.33         (0.01)

Hospice          6.97               8.32         (1.35)           6.90           0.07              6.69              6.83         (0.13)            6.92         (0.23)

Maternity/Newborn          2.61               2.69         (0.08)           2.56           0.05              2.53              2.61         (0.08)            2.57         (0.04)

Pediatrics          1.63               2.50         (0.88)           2.25         (0.63)             2.08              2.23         (0.14)            2.22         (0.14)

Psychiatric          3.78               3.52           0.26            3.82         (0.03)             3.55              3.84         (0.29)            3.82         (0.27)

Inpatient Surgery           343                320              23             327              16            1,926            1,939            (13)         1,911              15 

Surgical Cases           280                274                6             265              15            1,569            1,595            (26)         1,548              21 

Other             63                  46              17               62                1               357               344              13              363              (6)

13 Mo. Trend  Actual   Prior Year   Budget   Actual   Prior Year   Budget 

Other Key Operating Statistics
Adjusted Discharges       3,167             3,063            104         3,125              42          18,406          18,433            (27)       18,266            140 

Observation Admissions           545                614            (69)            596            (51)           3,254            3,499          (245)         3,482          (228)

Outpatient Surgery       1,623             1,579              44         1,545              78            8,748            9,112          (364)         9,028          (280)

Surgical Cases           602                606              (4)            601                1            3,374            3,614          (240)         3,512          (138)

Other       1,021                973              48             944              77            5,374            5,498          (124)         5,516          (142)

Cardiac Services           334                353            (19)            363            (29)           1,963            2,146          (183)         2,075          (112)

Catheterizations           178                197            (19)            186              (8)           1,051            1,091            (40)         1,087            (36)

PCI             69                  77              (8)              79            (10)              396               400              (4)             413            (17)
Electrophysiology            70                 57             13              82           (12)             433               564         (131)            480           (47)
Open Heart             17                  22              (5)              16                1                 83                 91              (8)               95            (12)

Emergency Care Visits       5,869             5,474            395         5,966            (97)         35,778          34,300        1,478        34,865            913 

First Care Visits       2,658             2,889          (231)        3,123          (465)         19,622          19,451            171        18,842            780 

Births           139                132                7             135                4               705               775            (70)             789            (84)

Imaging Services (Outpatient Only)       3,934             3,485            449         3,582            352          22,325          20,486        1,839        20,935        1,390 

CT Scan       3,237            2,956            281         3,005            232         18,461          17,220        1,241        17,562            899 

MRI           697               529            168             577            120           3,864            3,266            598          3,373            491 

Outpatient Registrations     31,427          29,402        2,025       35,013       (3,586)      187,376       210,997    (23,621)     211,245    (23,869)

Case Mix Index     1.5024          1.5006      0.0018       1.4558      0.0466          1.5024          1.5006      0.0018        1.4558      0.0466 

Medicare Only     1.6740         1.6598      0.0142       1.6300      0.0440         1.6740          1.6598      0.0142        1.6300      0.0440 

 Variance   Variance   Variance  Variance

Inpatient Service Line Trends

Genesis HealthCare System

Hospital Statistics

For Period Ended June 30, 2017

Current Month Year‐to‐Date

 Variance    Variance    Variance  Variance

Genesis HealthCare System

Hospital Statistics

For Period Ended June 30, 2017

Current Month Year‐to‐Date
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As of June 30,
2014 2015 2016 2017

Medicare 49.5% 49.8% 49.5% 51.1%
Commercial 24.9% 24.3% 24.5% 22.9%
Medicaid 21.5% 22.9% 22.1% 21.7%
Self Pay 2.3% 1.7% 1.5% 1.5%
Other 1.8% 1.2% 2.3% 2.8%

Total 100% 100% 100% 100%

Source:  Hospital internal reports

Fiscal Years Ended December 31,

Genesis HealthCare System
Sources of Patient Service Revenue
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Cash and Cash Equivalents 19,859$                                              

Assets Whose Use is Limited or Restricted 164,879                                             

Total Cash and Investments 184,738                                             

Less: Funds held by master trustee 25,804                                                

Restricted funds/funds with liquidity > 12 months 4,390                                                 

Unrestricted Cash and Investments 154,544$                                           

Total Operating Expense 504,574$                                           

Less: Depreciation and Amortization 22,550                                               

Total Operating Expense 482,024$                                           

Expense per Day 1,321                                                 

Fraction 0.32                                                  

Days Cash on Hand 117.0                                                 

45

75

Excess of Revenue Over Expenses 8,565$                                                

Less: Unrealized gains (losses) on investments 6,469                                                 

Less: Realized gains (losses) on sale of capital assets (894)                                                  

Plus: Depreciation and accelerated depreciation 22,550                                               

Plus: Interest expenses 14,883                                               

Net Income Available for Debt Service 40,424$                                              

Maximum Annual Debt Service* 18,019$                                              

Debt Service Coverage Ratio 2.24                                                  

1.10

Required Debt Service Coverage Ratio for LOC 1.30

(a) Long‐term Debt 292,257$                                      

(b) Unrestricted Net Assets 211,432                                       

(c) Total of (a) and (b) 503,689$                                      

Debt to Capitalization Ratio [(a)/(c)] 58.0%

Maximum Debt to Capitalization Ratio 70.0%

Debt to Capitalization Ratio  (pursuant to section 8.2.6 of revolving credit agreement)

Debt Service Coverage Ratio  (pursuant to section 5.05 of master indenture & section 8.2.5 of the revolving credit agreement)

Exhibit A

Genesis HealthCare System ‐ Obligated Group

Days Cash on Hand (pursuant to section 5.04 of supplemental master indenture & section 8.2.7 of the revolving credit agreement)

As of June 30, 2017

($ in thousands)

Required Days Cash on Hand

Required Debt Service Coverage Ratio

Required Days Cash on Hand for LOC

Page 4 of 9



Actual Budget Actual Actual Budget Actual Actual Budget Actual

2017 2017 2016 2017 2017 2016 2017 2017 2016

Revenue 

Net patient service revenue  $                 188,509   $                 196,567                       187,961   $                 216,675   $                 226,257                       214,686   $                 219,021   $                 229,940  $                 218,665 

Less provision for bad debt                        (4,924)                        (9,309)                        (3,451)                        (7,055)                      (11,168)                        (5,218)                        (6,951)                      (10,996)                        (5,089)

Net patient service revenue less provision for bad debts                      183,585                       187,258                       184,510                       209,620                       215,089                       209,468                       212,070                       218,944                      213,576 

Pharmacy sales and other                          9,317                           7,018                           9,453                         46,314                         50,565                         50,373                         40,099                         41,051                        40,800 

Total unrestricted revenue, gains, and other support                      192,902                       194,276                       193,963                       255,934                       265,654                       259,841                       252,169                       259,995                      254,376 

Expenses

Salaries and Wages                        60,234                         59,047                         59,023                       102,644                       103,161                       100,516                       101,354                       101,468                        98,844 

Employee benefit and payroll taxes                        20,752                         22,188                         21,083                         26,097                         28,021                         26,653                         25,522                         27,392                        25,979 

Operating supplies and expenses                        35,019                         33,824                         36,145                         36,111                         35,755                         37,144                         35,947                         35,537                        36,928 

Purchased services                        17,895                         15,772                         15,954                         22,120                         20,371                         19,645                         22,221                         20,011                        19,306 

Other                        23,201                         23,367                         20,803                         52,621                         55,827                         54,141                         51,070                         53,555                        52,075 

Depreciation                        10,720                         10,506                         10,756                         11,367                         11,253                         11,474                         11,175                         11,010                        11,231 

Interest expenses                          7,332                           7,231                           7,374                           7,334                           7,235                           7,379                           7,334                           7,235                          7,379 

Total Expenses                      175,153                       171,935                       171,138                       258,294                       261,623                       256,952                       254,623                       256,208                      251,742 

                       17,749                         22,341                         22,825                         (2,360)                          4,031                           2,889                         (2,454)                          3,787                          2,634 

Other Income (Loss)

Investment income                          3,024                           2,937                           3,998                           4,188                           2,863                           4,268                           4,204                           2,937                          4,295 

Reserve for CCMH                                 ‐                                    ‐                                    ‐                                    ‐                                    ‐                               ‐                                    ‐                                    ‐                              ‐  

Unrealized gain/(losses)                          4,777                                  ‐                          (1,248)                          6,042                                  ‐                          (1,416)                          5,995                                  ‐                          (1,397)

Total other income                          7,801                           2,937                           2,750                         10,230                           2,863                           2,852                         10,199                           2,937                          2,898 

Excess of Revenue Over Expenses  $                    25,550   $                    25,278                         25,575   $                      7,870   $                      6,894                           5,741   $                      7,745   $                      6,724  $                      5,532 

Genesis HealthCare System

Unaudited Statement of Operations (Hospital, Consolidated, and Obligated Group)

($ in thousands)

Operating Income 

Six‐months ended June 30,

Hospital Consolidated

Six‐months ended June 30,

Obligated

Six‐months ended June 30,
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June 30, 2017 December 31, 2016 June 30, 2017 December 31, 2016 June 30, 2017 December 31, 2016

Current Assets

Cash and cash equivalents 12,653$                                    12,826$                                  21,163$                                    20,714$                                  19,859$                                    18,371$                                 

Accounts receivable 52,314                                      52,475                                    65,623                                      67,016                                    64,841                                      66,141                                   

Pledge Receivable ‐                                             ‐                                           432                                            635                                          432                                            635                                         

Estimated third‐party payor settlements 702                                            5,129                                      702                                            5,129                                      702                                            5,129                                     

Inventory 5,974                                        5,754                                      10,683                                      10,269                                    10,683                                      10,269                                   

Other assets 18,205                                      20,178                                    9,802                                        9,226                                      20,485                                      19,410                                   

89,848                                      96,362                                    108,405                                    112,988                                  117,002                                    119,955                                 

Assets Limited as to Use 126,837                                    121,619                                  182,086                                    175,055                                  164,879                                    158,132                                 

Property and Equipment ‐ Net 303,739                                    309,839                                  310,559                                    315,269                                  309,797                                    314,366                                 

Beneficial Interest in Perpetual Trusts ‐                                             ‐                                           13,068                                      13,068                                    13,068                                      13,068                                   

Other Assets

Pledge Receivable ‐                                             ‐                                           517                                            314                                          517                                            314                                         

Long‐term investments 3,036                                        4,272                                      774                                            826                                          3,379                                        4,754                                     

Other noncurrent assets 11,252                                      6,109                                      11,352                                      6,211                                      11,352                                      6,211                                     

Total Assets 534,712$                                 538,201$                               626,761$                                 623,731$                               619,994$                                 616,800$                              

Current Liabilities

Current portion of long‐term debt 3,755                                        10,825                                    3,755                                        10,825                                    3,755                                        10,825                                   

Accounts payable 16,027                                      16,422                                    22,240                                      23,202                                    21,868                                      22,924                                   

Estimated third‐party payor settlements ‐                                             ‐                                           ‐                                             ‐                                           ‐                                             ‐                                          

Accrued liabilities and other: ‐                                             ‐                                           ‐                                             ‐                                          

Accrued compensation 13,510                                      16,489                                    22,072                                      26,326                                    21,586                                      26,144                                   

Other accrued liabilities 5,962                                        7,520                                      6,524                                        6,712                                      5,980                                        6,482                                     

39,254                                      51,256                                    54,591                                      67,065                                    53,189                                      66,374                                   

Long‐term Debt ‐ Net of current portion 292,257                                    283,345                                  292,257                                    283,345                                  292,257                                    283,345                                 

Fair Value of Interest Rate Swap Agreement ‐                                             ‐                                           ‐                                             ‐                                           ‐                                             ‐                                          

Other Liabilities

Pension and postretirement obligations 39,567                                      40,731                                    39,567                                      40,731                                    39,567                                      40,731                                   

Deferred revenue 4,696                                        4,736                                      4,696                                        4,736                                      4,696                                        4,736                                     

Accrued professional liability 1,381                                        1,302                                      5,969                                        6,608                                      1,381                                        1,302                                     

Total Liabilities 377,155$                                 381,370$                               397,080$                                 402,484$                               391,090$                                 396,488$                              

Net Assets

Unrestricted:

Net assets 157,557                                    156,831                                  211,432                                    201,557                                  211,432                                    201,770                                 

Noncontrolling interest ‐                                             ‐                                           777                                            1,147                                      ‐                                             ‐                                          

Temporarily restricted ‐                                             ‐                                           952                                            2,023                                      952                                            2,023                                     

Permanently restricted ‐                                             ‐                                           16,520                                      16,519                                    16,520                                      16,519                                   

Total Net Assets 157,557$                                 156,831$                               229,681$                                 221,247$                               228,904$                                 220,312$                              

Total Liabilities and Net Assets 534,712$                                 538,201$                               626,761$                                 623,731$                               619,994$                                 616,800$                              

Genesis HealthCare System

Unaudited Balance Sheet (Hospital, Consolidated, and Obligated Group)

($ in thousands)

Consolidated

Total current liabilities

Assets

Total current assets

Liabilities and Net Assets

Obligated GroupHospital
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Management’s Discussion and Analysis 
 
Period Ended June 30, 2017 
 
 Operating Results before Accelerated Depreciation.  Loss from consolidated operations was $2.4 
million in 2017 compared to a gain of $2.9 million in 2016, resulting in an operating margin of  
-0.9% and 1.5% in 2017 and 2016, respectively.  The target consolidated operating margin for 2017 is      
1.0%.  Income from hospital operations was $17.7 million, a decrease of $5.1 million from the prior year 
resulting in a hospital operating margin of 9.2% and 11.8% in 2017 and 2016, respectively.  The target 
hospital operating margin for 2017 is 10.6%.  
 
We have been strategically focused on providing exceptional patient experience, improving access to 
care, and delivering quality services to our patient population. Genesis has implemented several goal-
driven initiatives to achieve intentional, targeted improvements throughout the organization, doing so in a 
cost-effective manner through an emphasis on efficiency and productivity. In addition, Genesis has begun 
the process of becoming a Magnet Designated hospital. Through this designation, our patients will be 
more satisfied and experience will be improved. Achieving this will be another way we will demonstrate 
our commitment to world class patient experience and care. Genesis has also contracted with Professional 
Research Consultants (PRC) as a survey vendor and partner in patient experience. They will deliver 
invaluable resources to assist in providing excellence in all aspects of the care we deliver.  
 
Hospital departments are continuing to streamline their processes and improving productivity.  In an 
effort to better align staffing with volumes, the hospital utilizes a productivity system to measure, report, 
and benchmark staffing productivity at a department level.  Since inception, the hospital has been able to 
realize a decrease in paid FTEs of 134, or 5.7%. 
 
The physician companies’ 2017 loss was $20.8 million compared to $21.3 million in 2016. A physician 
network operational improvement plan has been developed and implemented.  As part of the physician 
improvement plan, practice managers have been assigned to monitor and implement necessary changes in 
physician office operations according to practice-specific action plans.  The action plans include proper 
alignment of compensation and physician productivity, revenue cycle improvements, and coding 
opportunities. In addition, practice operating counsels have been established to govern the physician 
network and focus on domestic network volume capture. 
 
At June 30, 2017, 167 physicians, mid-levels and locums (full time equivalents) were providing patient 
care, with an average investment per wRVU of $42.18. For the same period of 2016, 177 physicians, mid-
levels and locums (full time equivalents) were providing patient care, with an average investment per 
wRVU of $40.54. (Note: Average investment per wRVU is calculated based on rolling 12 months of 
data.) 
 
 Revenues.  Total consolidated operating revenue for 2017 was $255.9 million and $259.8 million 
in 2016, a decrease of 1.5% from prior year. Hospital net patient revenue was $192.9 million and $194.0 
million in 2017 and 2016, a decrease of 0.5% from prior year. 
 

Volume.  The following chart displays the volume variances between year-to-date June 30, 2016 
and year-to-date June 30, 2017. 
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 Operating Expenses.  Total consolidated operating expenses increased by $1.3 million, or 0.5%, 
in 2017.  Total hospital operating expenses increased by $4.0 million, or 2.3%, in 2017. Total hospital 
cost per adjusted discharge (CMI-adjusted) increased by $147, or 2.4%, from 2016 to 2017. 
 

Salaries and Benefits.   Consolidated salaries and benefits increased by $1.6 million, or 1.2%, 
over prior year.  Hospital salaries and benefits increased by $880 thousand, or 1.1%, in 2017.  Hospital 
Compensation Ratio, an indication of how much of net patient revenue is being consumed by staffing and 
benefits costs, was 46.5% in 2017 compared to 45.5% in 2016.  Staff productivity improved in 2017 as 
Paid Hours per CMI adjusted discharges, a measure of the number of paid hours needed to generate a 
CMI-adjusted discharge, decreased from 84 in 2016 to 82 in 2017. 
 
 Supply Costs.  Consolidated supply costs decreased by $1.0 million, or 2.8%, over prior year. 
Hospital supply costs decreased by $1.1 million, or 3.1%, in 2017. Hospital supply cost per adjusted 
discharge (CMI-adjusted) was $1,266 at June 30, 2017, decreasing by $40 over prior year.  
 
Balance Sheet and Key Performance Indicators.   
 

Cash and Investments.  Consolidated cash at June 30, 2017 was $21.2 million, an increase of 
$449 thousand from December 31, 2016. Investments as of June 30, 2017 were $182.1 million, an 
increase of $7.0 million from December 31, 2016. As of June 30, 2017, bond proceeds held by the trustee 
were $25.8 million.  Consolidated days cash on hand increased to 117 days at June 30, 2017, compared to 
107.5 days at December 31, 2016. Days cash on hand for the Obligated Group at June 30, 2017 was 117 
days. As of June 30, 2017, cash required to sustain daily, consolidated operations was $1.3 million. 
 

Key Inpatient Volumes 2016 2017 Variance

Gastroenterology 464           462           -0.4%

Interventional Cardiology 206           203           -1.5%

Medical Cardiology 665           631           -5.1%

Orthopedics 449           429           -4.5%

Pulmonary 999           951           -4.8%

Inpatient Discharges 7,206        7,104        -1.4%

Other Key Volumes 2016 2017 Variance

Adjusted Discharges 18,433      18,406      -0.1%

Cardiovascular Diagnostics 15,640      15,489      -1.0%

Chemotherapy 17,348      20,173      16.3%

CT (Outpatient) 17,220      18,461      7.2%

Electrophysiology 564           433           -23.2%

Emergency Care 34,300      35,778      4.3%

First Care 19,451      19,622      0.9%

Heart Catheterization 1,091        1,051        -3.7%

Interventional Radiology (Outpatient) 1,315        1,370        4.2%

MRI (Outpatient) 3,266        3,864        18.3%

PCI Procedures 400           396           -1.0%

Radiation Oncology 73,572      80,773      9.8%

Trauma 830           867           4.5%
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 Accounts Receivable.  Consolidated net accounts receivable at June 30, 2017, was $65.6 million 
compared to $67.0 million at December 31, 2016.  Hospital net patient accounts receivable at June 30, 
2017, was $52.3 million and $52.5 million at year-end 2016. Days in hospital patient accounts receivable 
were 51.5 days at June 30, 2017, compared to 51.7 days at December 31, 2016 (net patient revenue is 
reduced by bad debt expense). As part of a strategic plan to increase internal collections (not utilizing a 
collection agency), we have increased the length of time that self-pay balances stay in patient accounts 
receivable. 
 
 Long-term Debt.  Total consolidated long-term debt at June 30, 2017, was $292.3 million, 
compared to $283.3 million at December 31, 2016.  In May 2013, $295 million of Hospital Facilities 
Revenue Bonds, Series 2014 were issued to fund facility project and refinance existing debt. The total 
outstanding on the line of credit at June 30, 2017, was $8.3 million.  
 

Capital Campaign.  The “Your Hospital. Your Health.”  capital campaign was launched by the 
Genesis Foundation in late 2012 with a target to raise $15 million in philanthropic support toward the cost 
of the Project.  Through the collective generosity of employees, physicians, the Board of Directors, and 
the community, the campaign has exceeded its $15 million goal.  The contributions have been applied 
toward the Project cost. 
 
 
CAUTIONARY STATEMENTS REGARDING FORWARD-LOOKING STATEMENTS IN THIS MANAGEMENT’S 
DISCUSSION AND ANALYSIS 
Certain statements included or incorporated by reference in this Management’s Discussion and Analysis constitutes “forward-
looking statements.”  Such statements are generally identifiable by the terminology used such as “plan,”  “expect,” ”estimate,” 
”budget,” or similar words.  The achievement of certain results or other expectations contained in such forward-looking 
statements involve known and unknown risks, uncertainties and other factors which may cause actual results, performance or 
achievements described to be materially different from any future results, performance or achievements expressed or implied by 
such forward-looking statements.  The obligated group does not plan to issue any updates or revisions to those forward-looking 
statements if or when changes to its expectations, or events, conditions or circumstances on which such statements are based, 
occur. 
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