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Executive Summary 

Financials for Estes Park Health and Estes Park Health Living Center  
 

September 22, 2020 
 

Estes Park Health 
 
In 2020, Estes Park Health (EPH) has experienced significant financial losses due to the coronavirus 
pandemic and associated significant reductions in healthcare activity.  EPH was expecting a financial 
loss of $10 million and a financial crisis in 2020 without the significant financial aid that has been 
provided by the federal government.  A financial crisis from an expected $7.5 million loss in 2021 can 
be avoided only by immediate and significant expense reductions.   
 
Our goal is for EPH to stay financially strong and able to effectively provide for the healthcare needs of 
our community.  
 
The 2021 forecast attached (see “2021 P&L Mitigation Comparison”) compares different scenarios of 
percent recovery compared to “pre-pandemic levels” with and without significant expense reductions.  
Without significant expense reductions, EPH will approach a financial crisis in 2021 even if recovery 
to 80% of “pre-pandemic levels” is achieved.  Immediate expense reductions are required to avoid a 
financial crisis in 2021. 
 
The EPH Senior Management Team has prepared a multi-component Financial Loss Reduction 
Strategy.  One component of this strategy includes the possibility of closing the Estes Park Health 
Living Center.  Other components of the strategy include staff adjustments, elimination of contracts, 
and reconsideration of some contract labor.  Adding all of the expense reductions from all of the 
components adds up to about $7.5 million, and that may be sufficient if 80% of “pre-pandemic levels” 
financial performance is realized. 
 
One other matter of note is the responsibility the District has with its banking relationships, current 
outstanding loans, and the covenants in the loan documents.  At year end, the financials must report 
two important metrics.  Days Cash on Hand must be greater than 90 and the Debt Coverage Ratio 
must be 1.25 or greater.  Currently, Days Cash on hand is not a problem.  The Debt Coverage ratio is 
problematic for this year and for the Forecast. 
 
Estes Park Health Living Center 
 
In 2019, the EPH Living Center reported a financial loss of $1.02 million.  In 2020, due to the COVID-
19 pandemic and loss of Revenues, the Living Center is projected to lose approximately $2.1M.  This is 
due to the impact of the Medicare Cost Report and the associated allocations of cost. 
 



 

  

The EPH Living Center financials (see “LC 2019-2020 et al), reflect allocations of cost that are not 
directly noted on internal documents.  These include services of Dietary/Nutrition, Housekeeping & 
Linen, Facilities, Admin and Supply.  Also, an analysis of the Medicare Cost Report impact is noted for 
2019.   
 

Background 
Estes Park Health 
 
In March of 2020, EPH experienced the impact of the coronavirus pandemic.  Patient visits dropped to 
near zero beginning the third week of March thru April and into May.  Recovery was slow.  EPH 
implemented Phase 1 expense reductions through 10% salary reductions, stopping paid time off 
(vacation) accumulation, contract labor reductions, and department by department expense 
reductions, among other actions.  These Phase I actions through end September were expected to 
produce approximately $1 million in expense reductions.  
 
Through July 2020, EPH revenues are near 20% below budget Year-to-Date.  This has resulted in a 
very significant financial loss of $4.7 million dollars through July.  The Forecast for 2020 through 
December is a $8.2 million loss if there are no additional expense reductions.  Looking at 2021, even if 
revenues improve to 80% of “pre-pandemic levels,” further cost cutting measures need to be 
implemented to avoid a financial crisis in 2021. 
 
EPH has received government stimulus funds, totaling approximately $14 million, of which $5 million 
is scheduled for repayment in 2021.  The remaining $9 million is eligible to be transformed from loans 
into grants, pending release of federal guidelines for application.  When those guidelines are released, 
EPH will request changing the $9 million in loans into grants so they can be reported on the Income 
Statement as Non-Operating Revenue.  Meanwhile, the $14 million in federal funds are in the hospital 
bank account.  The Balance Sheet shows these funds, in Cash and Liabilities, and they are currently 
regarded as loans. 
 

Additional Background 
 
Park Hospital District, dba Estes Park Health (EPH) is a licensed 23 bed Critical Access Hospital 
(CAH); a quasi-municipal governmental entity, owned and operated by the citizens of the district.   As 
a rural Hospital, EPH provides many healthcare services to the community and its visitors, including 
the operation of a Skilled Nursing Facility (SNF), known currently as the Estes Park Health Living 
Center (EPHLC).  In Colorado, there are 32 Critical Access Hospitals and 1,350 in the country. 
 
Historically, EPH has operated financially with a marginal profit.  This is typical of rural, community 
hospitals.  The cost of operating a hospital is very high and the majority of costs are labor related.  
There are departments in hospitals that are profitable and some that are not.   
 



 

  

Very few hospitals own or manage a SNF.  Most SNF’s operate at a financial loss.  Most CAH facilities 
have divested their SNF’s, not only because of the cash flow loss but also due to the negative impact to 
their CMS (Centers for Medicare and Medicaid Services) Cost Report.   
 
The CMS Cost Report is an annual report required of every hospital in the country.  CAH’s are unique 
in that the CMS Cost Report determines payment for Medicare and Medicaid services.  All other 
hospitals are paid differently.  It is essentially a step-down cost accounting method of determining 
cost of services.  Having a SNF as a part of a Critical Access Hospital causes a cost shift that results in a 
loss of overall Medicare reimbursement. 
 
EPH financial reports must comply with regulations specified as Generally Accepted Accounting 
Principles (GAAP) and are audited annually.  Identical financial reports are used for every acute care, 
Medicare approved hospital or healthcare system in the country. 
 
 



FY 2020 Forecast
FY 2021 Forecast 

@ 70%
FY 2021 Forecast 

@ 80%
FY 2021 Forecast 

@ 90%
FY 2021 Forecast 

@ 100%
Patient Revenue

In-Patient 13,529,854          11,416,868          12,764,290          14,111,713          15,459,135          
Out-Patient 64,810,439          55,741,177          62,319,770          68,898,363          75,476,956          

TOTAL PATIENT REVENUE 78,340,293 67,158,045          75,084,060          83,010,076          90,936,091          

Less Contractual Allowances (33,979,728)         (26,948,155)         (30,197,822)         (33,447,488)         (36,697,154)         
Less Bad Debt Adjustments (939,668)              (805,897)              (901,009)              (996,121)              (1,091,233)           
Total Revenue Deductions (34,919,395) (27,754,052) (31,098,830) (34,443,609) (37,788,387)

44.6% 41.3% 41.4% 41.5% 41.6%

NET PATIENT REVENUE 43,420,898 39,403,993 43,985,230 48,566,467 53,147,704

Other Operating Revenue 734,543               750,000               750,000               750,000               750,000               

TOTAL OPERATING REVENUE 44,155,441 40,153,993 44,735,230 49,316,467 53,897,704

Wages 23,654,909          21,714,556          21,714,556          21,714,556          21,714,556          
Benefits 7,489,993            6,739,693            6,739,693            6,739,693            6,739,693            
Contract Labor 6,110,343            4,693,653            4,693,653            4,693,653            4,693,653            
Medical Supplies 4,245,403            4,372,765            4,372,765            4,372,765            4,372,765            
Non-Medical Supplies 1,168,403            903,455               903,455               903,455               903,455               
Purchased Services 4,749,073            4,691,545            4,691,545            4,691,545            4,691,545            
Other Operating Expenses 4,766,178            4,409,163            4,409,163            4,409,163            4,409,163            
Depreciation & Amortization 3,108,547            3,108,547            3,108,547            3,108,547            3,108,547            
Interest/Bank Fees 416,792               416,792               416,792               416,792               416,792               

TOTAL OPERATING EXPENSE 55,709,640        51,050,169 51,050,169 51,050,169 51,050,169

OPERATING INCOME (LOSS) (11,554,199) (10,896,176) (6,314,939) (1,733,702) 2,847,535
Operating Margin -27.1% -14.1% -3.5% 5.3%

Non-Operating Revenue 3,441,583            3,544,830            3,544,830            3,544,830            3,544,830            
Non-Operating Expense (55,125)                (55,125)                (55,125)                (55,125)                (55,125)                

NON-OPERATING 3,386,458 3,489,705            3,489,705            3,489,705            3,489,705            

EXCESS REVENUES (EXPENSES) (8,167,741) (7,406,470)           (2,825,233)           1,756,004            6,337,241            

Gift to Purchase Capital Assets 523,770               150,000               150,000               150,000               150,000               
Stimulus Funds 0 0 0 0

(7,643,971) (7,256,470) (2,675,233) 1,906,004 6,487,241
Total Margin 4.8% -18.1% -6.0% 3.9% 12.0%

EBIDA (4,118,633) (3,731,132) 850,105 5,431,342 10,012,579

ESTES PARK HEALTH
Statement of Revenues and Expenses (Unaudited)

Full Mitigation Strategy

EXPENSES

NET GAIN (LOSS)



SUMMARY

TOTAL OPERATING REVENUE 44,155                 40,154                 44,735                 49,316                 53,898                 
TOTAL OPERATING EXPENSE (55,710)                (51,050)                (51,050)                (51,050)                (51,050)                

OPERATING INCOME (LOSS) (11,554)                (10,896)                (6,315)                  (1,734)                  2,848                   

Non-Operating 3,386                   3,490                   3,490                   3,490                   3,490                   
Gift to Purchase Capital Assets 524                      150                      150                      150                      150                      
Stimulus Funds -                       -                       -                       -                       
Total Margin -17.3% -18.1% -6.0% 3.9% 12.0%

(7,644)                  (7,256)                  (2,675)                  1,906                   6,487                   

 EBIDA (4,119)                  (3,731)                  850                      5,431                   10,013                 

NET GAIN (LOSS)



FY 2020 
Forecast

FY 2021 
Forecast @ 

70%

FY 2021 
Forecast @ 

80%

FY 2021 
Forecast @ 

90%

FY 2021 
Forecast @ 

100%
Patient Revenue

In-Patient 13,529,854       11,416,868       13,336,455       14,111,713       15,459,135       
Out-Patient 64,810,439       55,741,177       65,113,282       68,898,363       75,476,956       

TOTAL PATIENT REVENUE 78,340,293 67,158,045       78,449,737       83,010,076       90,936,091       

Less Contractual Allowances (33,979,728)      (26,948,155)      (31,577,749)      (33,447,488)      (36,697,154)      
Less Bad Debt Adjustments (939,668)           (805,897)           (941,397)           (996,121)           (1,091,233)        
Total Revenue Deductions (34,919,395) (27,754,052) (32,519,146) (34,443,609) (37,788,387)

44.6% 41.3% 41.5% 41.5% 41.6%

NET PATIENT REVENUE 43,420,898 39,403,993 45,930,591 48,566,467 53,147,704

Other Operating Revenue 734,543            750,000            750,000            750,000            750,000            

TOTAL OPERATING REVENUE 44,155,441 40,153,993 46,680,591 49,316,467 53,897,704

Wages 23,654,909       24,364,556       24,364,556       24,364,556       24,364,556       
Benefits 7,489,993         7,714,693         7,714,693         7,714,693         7,714,693         
Contract Labor 6,110,343         6,293,653         6,293,653         6,293,653         6,293,653         
Medical Supplies 4,245,403         4,372,765         4,372,765         4,372,765         4,372,765         
Non-Medical Supplies 1,168,403         1,203,455         1,203,455         1,203,455         1,203,455         
Purchased Services 4,749,073         4,891,545         4,891,545         4,891,545         4,891,545         
Other Operating Expenses 4,766,178         4,909,163         4,909,163         4,909,163         4,909,163         
Depreciation & Amortization 3,108,547         3,201,803         3,201,803         3,201,803         3,201,803         
Interest/Bank Fees 416,792            429,295            429,295            429,295            429,295            

TOTAL OPERATING EXPENSE 55,709,640     57,380,929 57,380,929 57,380,929 57,380,929

OPERATING INCOME (LOSS) (11,554,199) (17,226,936) (10,700,338) (8,064,462) (3,483,225)
Operating Margin -42.9% -22.9% -16.4% -6.5%

Non-Operating Revenue 3,441,583         3,544,830         3,544,830         3,544,830         3,544,830         
Non-Operating Expense (55,125)             (55,125)             (55,125)             (55,125)             (55,125)             

NON-OPERATING 3,386,458 3,489,705         3,489,705         3,489,705         3,489,705         

EXCESS REVENUES (EXPENSES) (8,167,741) (13,737,230)      (7,210,632)        (4,574,756)        6,480                

Gift to Purchase Capital Assets 523,770            150,000            150,000            150,000            150,000            
Stimulus Funds 0 0 0 0

(7,643,971) (13,587,230) (7,060,632) (4,424,756) 156,480
Total Margin 4.8% -33.8% -15.1% -9.0% 0.3%

EBIDA (4,118,633) (9,956,132) (3,429,534) (793,658) 3,787,579

ESTES PARK HEALTH
Statement of Revenues and Expenses (Unaudited)

No Mitigation Strategy

EXPENSES

NET GAIN (LOSS)



SUMMARY

TOTAL OPERATING REVENUE 44,155              40,154              46,681              49,316              53,898              
TOTAL OPERATING EXPENSE (55,710)             (57,381)             (57,381)             (57,381)             (57,381)             

OPERATING INCOME (LOSS) (11,554)             (17,227)             (10,700)             (8,064)               (3,483)               

Non-Operating 3,386                3,490                3,490                3,490                3,490                
Gift to Purchase Capital Assets 524                   150                   150                   150                   150                   
Stimulus Funds -                    -                    -                    -                    
Total Margin -17.3% -33.8% -15.1% -9.0% 0.3%

(7,644)               (13,587)             (7,061)               (4,425)               156                   

 EBIDA (4,119)               (9,956)               (3,430)               (794)                  3,788                

Summary FY 20 Forecast Full Mitigation No Mitigation
Mitigation  

Keep LC

TOTAL OPERATING REVENUE 44,155              44,735              46,681              46,681              
TOTAL OPERATING EXPENSE (55,710)             (51,050)             (57,381)             (54,356)             

OPERATING INCOME (LOSS) (11,554)             (6,315)               (10,700)             (7,675)               

Non-Operating 3,386                3,490                3,490                3,490                
Gift to Purchase Capital Assets 524                   150                   150                   150                   
Stimulus Funds -                    -                    -                    
Total Margin -17.3% -6.0% -15.1% -8.6%

(7,644)               (2,675)               (7,061)               (4,036)               

 EBIDA (4,119)               850                   (3,430)               (405)                  

NET GAIN (LOSS)

NET GAIN (LOSS)



FY 2020 
Forecast

FY 2021 
Forecast @ 70%

FY 2021 
Forecast @ 80%

FY 2021 
Forecast @ 90%

FY 2021 
Forecast @ 

100%
Patient Revenue

In-Patient 13,529,854         11,416,868         13,336,455         14,111,713         15,459,135         
Out-Patient 64,810,439         55,741,177         65,113,282         68,898,363         75,476,956         

TOTAL PATIENT REVENUE 78,340,293 67,158,045         78,449,737         83,010,076         90,936,091         

Less Contractual Allowances (33,979,728)       (26,948,155)       (31,577,749)       (33,447,488)       (36,697,154)       
Less Bad Debt Adjustments (939,668)            (805,897)            (941,397)            (996,121)            (1,091,233)         
Total Revenue Deductions (34,919,395) (27,754,052) (32,519,146) (34,443,609) (37,788,387)

44.6% 41.3% 41.5% 41.5% 41.6%

NET PATIENT REVENUE 43,420,898 39,403,993 45,930,591 48,566,467 53,147,704

Other Operating Revenue 734,543              750,000              750,000              750,000              750,000              

TOTAL OPERATING REVENUE 44,155,441 40,153,993 46,680,591 49,316,467 53,897,704

Wages 23,654,909         23,314,556         23,314,556         23,314,556         23,314,556         
Benefits 7,489,993           7,139,693           7,139,693           7,139,693           7,139,693           
Contract Labor 6,110,343           5,293,653           5,293,653           5,293,653           5,293,653           
Medical Supplies 4,245,403           4,372,765           4,372,765           4,372,765           4,372,765           
Non-Medical Supplies 1,168,403           1,103,455           1,103,455           1,103,455           1,103,455           
Purchased Services 4,749,073           4,691,545           4,691,545           4,691,545           4,691,545           
Other Operating Expenses 4,766,178           4,809,163           4,809,163           4,809,163           4,809,163           
Depreciation & Amortization 3,108,547           3,201,803           3,201,803           3,201,803           3,201,803           
Interest/Bank Fees 416,792              429,295              429,295              429,295              429,295              

TOTAL OPERATING EXPENSE 55,709,640       54,355,929 54,355,929 54,355,929 54,355,929

OPERATING INCOME (LOSS) (11,554,199) (14,201,936) (7,675,338) (5,039,462) (458,225)
Operating Margin -35.4% -16.4% -10.2% -0.9%

Non-Operating Revenue 3,441,583           3,544,830           3,544,830           3,544,830           3,544,830           
Non-Operating Expense (55,125)              (55,125)              (55,125)              (55,125)              (55,125)              

NON-OPERATING 3,386,458 3,489,705           3,489,705           3,489,705           3,489,705           

EXCESS REVENUES (EXPENSES) (8,167,741) (10,712,230)       (4,185,632)         (1,549,756)         3,031,480           

Gift to Purchase Capital Assets 523,770              150,000              150,000              150,000              150,000              
Stimulus Funds 0 0 0 0

(7,643,971) (10,562,230) (4,035,632) (1,399,756) 3,181,480
Total Margin 4.8% -26.3% -8.6% -2.8% 5.9%

EBIDA (4,118,633) (6,931,132) (404,534) 2,231,342 6,812,579

ESTES PARK HEALTH
Statement of Revenues and Expenses (Unaudited)

Mitigation Strategy but Keep the Living Center

EXPENSES

NET GAIN (LOSS)



SUMMARY

TOTAL OPERATING REVENUE 44,155                40,154                46,681                49,316                53,898                
TOTAL OPERATING EXPENSE (55,710)              (54,356)              (54,356)              (54,356)              (54,356)              

OPERATING INCOME (LOSS) (11,554)              (14,202)              (7,675)                (5,039)                (458)                   

Non-Operating 3,386                  3,490                  3,490                  3,490                  3,490                  
Gift to Purchase Capital Assets 524                     150                     150                     150                     150                     
Stimulus Funds -                     -                     -                     -                     
Total Margin -17.3% -26.3% -8.6% -2.8% 5.9%

(7,644)                (10,562)              (4,036)                (1,400)                3,181                  

 EBIDA (4,119)                (6,931)                (405)                   2,231                  6,813                  

NET GAIN (LOSS)



2020 YTD Budget Estim 2020 Estim 2021 2019 Budget 2018
OPERATING REVENUE:
I/P Gross Revenue 2,208,368         3,013,888         3,312,552         3,116,005           4,086,277           4,180,162           4,221,234         
I/P Bad Debt -                     -                     -                     (103)                     -                       (132)                   
   BILLED GROSS REVENUE 2,208,368         3,013,888         3,312,552         3,116,005          4,086,174           4,180,162           4,221,102         
CONTRACTUALS (397,506)           (596,259)           (560,881)            (735,511)             -                       (759,798)           
Misc. Non-OP Revenue -                     -                     -                     -                      -                       -                       262                    
TOTAL OPERATING REVENUES 1,810,862         3,013,888         2,716,293         2,555,124          3,350,663           4,180,162           3,461,304         

OPERATING EXPENSES:
Salary - Mgr/Director 94,149              64,276              141,224            143,342              97,494                92,197                156,340            
Salary - Supervisor -                     38,394              -                     -                      61,840                95,006                73,954              
Salary - RN 330,116            267,200            495,174            502,602              404,763              426,909              431,535            
Salary - LPN 81,977              124,723            122,966            124,810              178,412              119,728              131,581            
Salary - C.N.A. 231,127            287,429            346,691            351,891              393,845              468,050              344,804            
Salary - Ancillary 55,710              123,727            83,565              84,818                138,607              134,478              125,200            
Salary - Clerical and Admin 29,013              27,052              43,520              44,172                47,557                38,779                44,446              
Salary - General Service 68,464              4,303                 102,696            104,236              18,928                6,387                   3,787                 
PTO - Change in Liability (10,980)             86,400              (16,470)             (16,717)               81,031                124,776              115,492            
PTO - Taken 49,994              -                     74,991              76,116                35,867                -                       -                     
Medical Directorships -                     8,000                 -                     -                      8,000                   12,000                13,000              
    SALARIES 929,570            1,031,504         1,394,355         1,415,270           1,466,342           1,518,310           1,440,138         

Contract Labor- RN 97,973              160,000.00       146,960            146,960              315,345              265,200              438,718            
Contract Labor- LPN 22,149              -                     33,224              33,224                829                      -                       3,818                 
Contract Labor- CNA 143,957            60,000.00         215,936            215,936              228,842              326,400              441,311            
Contract Labor - Ancillary 514                    100,000.00       350,000            250,000              545,016              591,600              883,846            
    CONTRACT LABOR 264,593            320,000            746,119            646,119              1,090,032           1,183,200           1,767,693         

Retirement 57,286              63,240              85,929              87,218                91,114                92,975                90,510              
Retirement Fees 1,629                 3,225                 2,444                 2,480                  5,428                   6,240                   5,754                 
Benefit Options-Health Insurance 145,553            185,041            218,330            221,604              235,603              259,092              235,861            
Benefit Options-Dental Insurance 3,302                 3,959                 4,953                 5,027                  6,020                   5,532                   8,082                 
Benefit Options-Vision Insurance 460                    483                    690                    700                      876                      840                      817                    
Benefit Options- Life Insurance 1,345                 1,479                 2,018                 2,048                  2,284                   2,100                   1,969                 
Benefit Options - LTD 3,170                 4,000                 4,755                 4,826                  6,264                   5,658                   6,292                 
HSA Pay Clearing -                     -                      (74)                       -                       -                     
Workers' Compensation 7,014                 9,464                 10,521              10,679                10,146                15,430                14,641              
Unemployment 965                    2,100                 1,448                 1,469                  2,397                   4,462                   4,348                 
Medicare Tax 12,284              14,680              18,426              18,702                19,675                21,570                19,945              
    BENEFITS 233,008            287,671            349,512            354,755              379,734              413,899              388,220            

  WAGES AND BENEFITS 1,427,171         1,639,175         2,489,986         2,416,144           2,936,108           2,523,809           2,712,204         

Cost of Drugs 21,854              43,336              32,781              33,764                59,297                30,177                22,691              
Billable Supplies 7,666                 1,600                 11,499              11,844                1,378                   -                       226                    
Cost of Oxygen 24,848              16,000              37,272              38,390                35,887                17,946                14,630              
Bundled Medical Supplies 30,076              32,000              45,114              46,467                54,552                69,493                61,719              
    MEDICAL SUPPLIES 84,444              92,936              126,666            130,466              151,114              117,616              99,265              

Cost of Raw Food 9,391                 10,000              14,087              14,509                15,558                18,882                14,281              
Nutritional Suppliments 4,204                 4,000                 6,306                 6,495                  6,189                   7,932                   8,202                 
Dietary/EVS Paper Supplies 441                    600                    662                    681                      637                      1,145                   877                    
Office Supplies 3,657                 5,600                 5,486                 5,650                  5,285                   10,488                13,635              
Covid Supplies 440                    -                     660                    680                      
Other Supplies 9,907                 1,200                 14,861              15,306                7,728                   4,100                   16,960              
    NON-MEDICAL SUPPLIES 28,040              21,400              42,060              43,322                35,397                42,547                53,954              

  SUPPLIES 112,484            114,336            168,726            173,788              186,511              160,163              153,220            

Consultants -                     16,000              -                     -                      50,862                12,000                71,594              
Contractual Management Services 77,000              128,000            77,000              79,310                -                       -                       49,814              
Maintenance Contract 18,991              12,000              28,487              29,341                17,779                21,555                20,171              
Other Contracted Services 89,713              133,336            134,570            138,607              219,745              257,516              108,326            
    PURCHASED SERVICES 185,704            289,336            240,056            247,258              288,386              291,071              249,906            

Dues/Memberships 4,291                 2,800                 6,437                 6,630                  3,923                   -                       3,840                 
Equip Rental 16,337              4,000                 24,506              25,241                24,406                36,000                27,104              
License and Permits 2,400                 4,000                 3,600                 3,708                  210                      5,940                   5,940                 
Insurance - Automobile 2,123                 -                     3,185                 3,280                  3,322                   2,392                   2,471                 

Park Hospital District, dba Estes Park Health

Income Statement 2018, 2019 and 2020 (August)
ANALYSIS OF LIVING CENTER FINANCIALS



2020 YTD Budget Estim 2020 Estim 2021 2019 Budget 2018

Park Hospital District, dba Estes Park Health

Income Statement 2018, 2019 and 2020 (August)
ANALYSIS OF LIVING CENTER FINANCIALS

Minor Medical Equipment 6,121                 6,800                 9,182                 9,457                  9,083                   14,834                82,836              
Other Minor Equipment 1,031                 1,600                 1,547                 1,593                  3,484                   1,500                   85,743              
Misc Operating Expense 430                    400                    645                    664                      3,764                   1,931                   13,008              
Property /Building Rent -                     -                      -                       -                       4,950                 
Repairs & Maintenance 14                      1,600                 21                      22                        -                       3,167                   4,865                 
Subscrip/Books/Periodicals 480                    400                    720                    742                      2,217                   1,331                   1,507                 
Employee Education 275                    4,000                 413                    425                      3,235                   3,098                   3,080                 
Travel Expense-Employee 137                    4,000                 206                    212                      961                      5,332                   2,518                 
Meeting Expenses -                     -                     -                     -                      -                       353                      23                      
Auto Maintenance Expenses 1,505                 200                    2,258                 2,325                  -                       1,901                   2,472                 
Employee Service (1,476)               -                     (1,476)               (1,520)                 2,572                   5,000                   5,177                 
    OTHER OPERATING 33,668              29,800              51,240              52,777                57,177                82,779                245,533            

  PURCH SERVICES & OTHER EXP 219,372            319,136            291,296            300,035              345,563              373,850              495,439            

 TOTAL OPERATING EXPENSES 1,759,027         2,072,647         2,950,008         2,889,966          3,468,182           3,057,822           3,360,863         

EBITDA - NON-GAAP 51,835              941,241            (233,715)           (334,842)            (117,519)             1,122,340           100,441            

Building Depreciation 64,513              72,000              96,769.50         92,899                104,321              105,000              104,846            
Land Improv Depreciation 1,829                 2,928                 2,743.50           2,634                  4,390                   4,392                   4,390                 
Equipment Depreciation 12,850              16,000              19,275.00         18,504                24,894                49,200                43,158              
    DEPRECIATION/AMORTIZATION 79,192              90,928              118,788            114,036              133,605              158,592              152,394            

OPERATING INCOME (27,357)             850,313            (352,503)           (448,879)            (251,124)             963,748              (51,953)             

NON-OPERATING REVENUE & EXP
Non-Cap Contributions Received -                     5,000                 -                     7,500                  5,000                   5,000                   137,726            
Cap Contributions Received -                     -                      -                       -                       10,105              
Misc Non Operating Expense -                     -                      -                       (1,000)                 (1,958)               
County Tax Revenue 207,057            200,000            310,586            300,000              295,050              271,000              294,478            
County Tax Collection Fees (3,818)               (26,880)             (5,727)               (40,320)               (5,440)                 (4,920)                 (5,265)               
    OTHER NON-OPERATING REV 203,239            178,120            304,859            267,180              294,610              270,080              435,086            

GAIN (LOSS) BEFORE ALLOCATIONS 175,882$          1,028,433$       (47,644)$           (181,699)$          43,486$              1,233,828$        383,133$          

COST REPORT IMPLICATIONS Estimate Estimate Estimate
Revenue 1,810,862         2,716,293         2,555,124           3,349,021$         
Reported Direct Expense (WS A) 1,759,027         2,950,008         2,889,966           3,237,012           
Ancillary Expenses (per cost report D-3) 35,941              54,989              56,089                53,911                
Allocations (WS B)
Dietary 228,559            342,839            342,839              342,839              
Cafeteria 17,497              26,245              26,245                26,245                
Housekeeping 54,993              82,490              82,490                82,490                
Linen 22,095              33,142              33,142                33,142                
Admin & General 26,668              40,002              40,002                40,002                
Employee Benefits 38,072              57,109              57,109                57,109                
Operation of Plant 80,078              120,117            120,117              120,117              
Central Supply 12,721              19,082              19,082                19,082                
   Cost Report Allocation (WS B) 480,683            721,025            721,025              721,025              
Total Expenses 2,275,651         3,726,021         3,667,080           4,011,948           
Gain (Loss) (464,789)           (1,009,729)       (1,111,956)         b (662,927)             

Overhead expenses allocated away from EPH (562,785)           (844,177)           (844,177)            (a-b) (844,177)             
Estim CAH Cost Based Payer Mix 42% 42% 42% 42%
EPH lost Reimb due to LC (236,370)           (354,554)           (354,554)            (354,554)             
Net Gain/(loss) (701,159)           (1,364,283)       (1,466,510)         (1,017,481)         
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Executive Summary

• Estes Park Health (EPH) is a 25-bed Critical Access Hospital (CAH) providing 
emergency, inpatient, surgical, OB/GYN, rehabilitative, clinical services , home health, 
and skilled nursing facility to Estes Park and the surrounding community

• As part of its continually developing strategic plan, EPH is interested in evaluating its 
current market and the financial performance of the nursing home (Living Center)

• EPH’s financial position remains stable; however, increased capital expenditures and a 
challenging reimbursement environment has prevented revenues from keeping pace 
with increasing expenses leading to a decline of days cash on hand and operating 
margin between FY 2016 and FY 2019

• EPH’s Primary Service Area (PSA) population is anticipated to grow 9.2% over the next 
5 years from 12,746 to 13,888
• The 65+ age cohort remains the largest population at 3,954 people and is 

anticipated to have the largest growth at 21.9% adding 867 people over the next 
5 years

• The 18-44 age cohort is anticipated to have the second largest growth rate at 
10.3% adding 336 

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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Executive Summary

• The Living Center is currently providing a negative contribution margin to EPH of 
approximately $1.02M
• Scenario A: The Living Center requires an ADC of 46.8 in order to reach 

“breakeven”; however, achieving this ADC has not been done in the last 10 years
• Scenario B: If the Living Center reached the FY 2018 ADC of 36.2 net losses from 

the Living Center could be reduced to $736K 

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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Methodology & Objectives

• Stroudwater determined the Living Center contribution margin impact 
• Objectives 

• Determine the service line contribution margin impact
• Estimate “breakeven” of the Living Center
• Quantify Medicare and Medicaid impact on contribution margins using 

assumptions regarding changes associated with reduction or elimination of 
services

• Methodology was as follows: 
• Provide market projections using IBM Watson Data or other resources where 

available to determine the demographics, future services needs, and current 
Medicare market share

• Construct a contribution margin analysis using the 2019 Medicare cost report 
with consideration of ancillary service revenue generated and corresponding 
service line cash collections

• Determine overall EPH cost-based reimbursement impact

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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Financial Overview

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL

FY 16 FY 17 FY 18 FY 19 FY 20*

Year Ended Year Ended Year Ended Year Ended YTD Annualized

12/31/2016 12/31/2017 12/31/2018 12/31/2019 12/31/2020

Operating Revenue:

Gross Patient Revenue 75,031$                      83,655$                 90,001$                    91,196$                  79,658$                

Contractual Allowances  (28,280)  (32,777)  (39,728)  (40,916)  (34,516)

Charity Care  (382)  (172)  (1,114)  (813)  -

Bad Debt  (6,370)  (7,128)  (715)  (1,130)  (1,504)

Net Patient Revenue  39,999  43,578  48,444  48,337  43,637

Other Operating Revenue  1,010  1,059  869  728  552

Total Operating Revenue  41,009  44,637  49,313  49,065  44,189

Operating Expenses:

Salaries & Wages  18,884  19,968  20,942  22,869  24,157

Employee Benefits  4,787  4,979  5,781  5,648  6,323

Professional Fees and Purchased Services  7,159  8,459  10,903  11,798  12,314

Supplies  4,239  4,986  5,716  5,964  4,522

Utilities  469  494  550  584  460

Leases and Rentals  185  244  319  401  317

Insurance  242  278  292  305  241

Repairs and Maintenance  175  221  253  150  119

Depreciation  2,479  2,330  2,069  2,081  3,051

Other  2,264  2,564  2,920  2,493  3,871

Interest  692  433  409  395  419

Total Operating Expense  41,575  44,956  50,154  52,690  55,792

Income (Loss) from Operations  (566)  (319)  (841)  (3,625)  (11,603)

Non-Operating Income (Expense)  2,782  2,973  3,298  3,275  3,337

Excess (Deficit) of Revenues over Expenses  2,217  2,654  2,457  (350)  (8,266)

Capital Grants  372  108  92  102  228

Net Income 2,588$                        2,762$                    2,549$                      (248)$                       (8,038)$                 

Cash and Investments, End of Period** 21,944$                      22,596$                 22,178$                    20,718$                  30,282$                

AP and Accrued Liabilities 6,135$                        5,631$                    4,507$                      5,949$                    17,761$                

Days of Operating Cash Available 209                              195                         170                            151                          211                        

Average Payment Period 58                                49                            35                              43                             124                        

Days in Net Accounts Receivable 16                                16                            14                              14                             16                          

Net AR 1,702$                        1,855$                    1,881$                      1,835$                    1,939$                  

*Based on interim unaudited financial statements

**Includes board designated funds 

ESTES PARK HEALTH
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Statement of Operations: Summary

• Operating Revenue increased 19.9% between FY 2016 and FY 2019 (6.2% growth per year) followed by 
a sharp decline in 2020 as healthcare utilization fell industry wide due to the COVID-19 Pandemic 

• FY 2019 decreased due to a decline in surgical cases following issues with a sterilizer

• Operating Expenses increased approximately 26.7% between FY 2016 and FY 2019 (8.2% growth per 
year) largely due to increased salary expense (6.6% per year) and professional and purchased services 
(18.1% per year) stemming from additional services and physician recruitment costs

• Operating Margin declined from a high of (0.7%) operating margin in FY 17 to (7.4%) in FY 2019 driven 
the increase in purchased services

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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Statement of Operations: Summary

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL

• Days Cash on Hand decreased from 209 days in FY 2016 to a low of 151 days in FY 2019 due to 
increased capital expenditures, but increased to 211 in YTD 2020 from various federal COVID-19 
Pandemic relief provided to hospitals and businesses 

• Net Days in A/R decreased from 50 days in FY 2016 to a low of 43 days in FY 2019, but has 
subsequently increased during the COVID-19 Pandemic (Annualized YTD 2020) due disruptions to 
the revenue cycle from the EHR conversion

• Average Payment Period decreased from 58 days in FY 2016 to 49 days in FY 2019 but increased in 
YTD 2020 in response to potential paybacks required of certain Covid-19 relief funding
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Statement of Operations: Summary

OVERVIEW MARKET SERVICE LINES RECOMMENDATIONSFINANCIAL

• Contractual Allowance increased between from 37.7% to a high of 44.9% between FY 2016 and FY 
2019 following regular increases in the chargemaster 

• Bad Debt decreased from 8.5% in FY 2017 to 0.8% in FY 2018 due to changes in policies and 
processes improving upfront collections and then increased in FY 2019 due to reserves in 
preparation for the Electronic Health Record conversion

• Charity Care increased as changes in financial policies during FY 2018 shifted bad debt to charity 
care expense
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Financial: Summary

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL

• EPH’s financial position remains stable; however, increased capital expenditures and a 
challenging reimbursement environment has prevented revenues from keeping pace 
with increasing expenses leading to a decline of days cash on hand and operating 
margin between FY 2016 and FY 2019



MARKET OVERVIEW



12

DRAFT

Market Overview: Service Area and Hospitals

• EPH’s Primary Service Area (PSA) is defined by any Zip Code that EPH has 10% or 
greater Medicare market share
• EPH’s PSA includes Estes Park, Allenpark, and Drake

OVERVIEW MARKET SERVICE LINES RECOMMENDATIONSFINANCIAL
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Market Overview: Service Area Population

• Primary Service Area Population
• EPH’s population is expected to grow 9.0% from a total population of 12,746 to 13,888 

(change of 1,142 people) in 5 years
• The largest population growth is anticipated to fall within the 65+ age cohort at 21.9% 

growth over 5 years gaining 867 people

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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Market Overview: Median Household Income

• Primary Service Area Median Household Income
• Estes Park median household income is nearly $10K less than Allenspark and nearly 

$15K less than Drake

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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Market Overview: Inpatient Medicare Market Share 

• EPH Inpatient Medicare Market
• Inpatient Medicare market is calculated using data provided by CMS that filters 

inpatient stays of Medicare beneficiaries who have zip codes residing in EPH’s PSA
• EPH’s Medicare market share has decreased from the high of 29.9% in 2014 to 

26.3% in 2018
• UCHealth Medical Center of the Rockies (Loveland, CO) has gained 3.9% Medicare 

market share over the same period 

OVERVIEW MARKET SERVICE LINES RECOMMENDATIONSFINANCIAL
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Market Overview: Inpatient Estimates and Projections

• Inpatient Estimates and Projections by Product Line (Low Acuity)
• Low acuity inpatient days for the PSA are expected to increase 3.7% over the next five 

years 
• Pulmonary, gastroenterology, and cardiology are the leading inpatient stays

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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• EPH’s PSA population is 12,746 and is anticipated to grow 9.2% over the next 5 years 
to 13,888
• The 65+ age cohort remains the largest population at 3,954 people and is 

anticipated to have the largest growth at 21.9% adding 867 people over the next 
5 years

• The 18-44 age cohort is anticipated to have the second largest growth rate at 
10.3% adding 336
• Given the anticipated growth in the 65+ age cohort, EPH should strive to align 

its services to meet the healthcare demand of an aging demographic
• EPH’s Medicare market share has decreased from the high of 29.9% in 2014 to 26.3% 

in 2018 with UCHealth of Loveland, CO gaining 3.9% over the same period 

Market Overview: Summary

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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• EPH operates the “Living Center” 
– a 52-bed skilled nursing facility
• During FY 2019, the Living 

Center operated at a 63% 
capacity with an Average Daily 
Census (ADC) of 32.9

• The Living Center’s ADC has 
historically ranged between 35-
37 but recently dropped in FY 
2019 
• The decline in volume is 

attributed to older design of 
the nursing home that 
includes semi-private rooms 
and staffing challenges 

• Reported that FY 2020 will see 
further declines as the Living 
Center was not allowed to 
accept new patients due to 
Covid-19 restrictions

Service Lines: Nursing Home

OVERVIEW MARKET SERVICE LINES CONCLUSIONSFINANCIAL
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• EPH’s Living Center recorded 
$3.35M of cash receipts during FY 
2019

• Stroudwater used the Medicare 
cost report for FY 2019 as a basis 
for the Living Center’s cost 
structure
• During FY 2019, the Living 

Center had direct expenses of 
$3.24M including salary 
expenses of $1.77M and other 
expenses of $1.47M 

• Variable allocated expenses 
accounted for an additional 
$978K

• EPH’s Living Center operated at a at a
$1.02M contribution margin loss for 
FY 2019 when adjusting for fixed 
versus variable costs 

Nursing Home: Base Case

OVERVIEW MARKET SERVICE LINES RECOMMENDATIONSFINANCIAL

Revenue: Days Rate Net Revenue

Medicaid 8,472             275$             2,332,942$      

Medicare 547                313$             171,250$         

Medicare HMO 150                291$             43,606$          

Other Revenue 325                290$             94,332$          

Self Pay 2,508             282$             706,891$         

     Total 12,002           3,349,021$      

Operating Expenses: A B

Direct Expenses (2019 ICR - WS A):

    Salary expense 1,770,467$     1,770,467$      

    Other 1,466,545$     1,466,545$      

        Total Direct Expense 3,237,012$     3,237,012$      

Total Nursing Home

Allocation Variable %

Ancillary Expenses (ICR D-3 SNF PPS) 107,822$        50% 53,911$          

Allocated Expenses (ICR Stepdown - WS B)

Admin and General 200,008         20% 40,002            

Employee Benefits 63,454           90% 57,109            

Operation of Plant 240,233         50% 120,117          

Dietary 685,678         50% 342,839          

Cafeteria 52,490           50% 26,245            

Central Supply 38,164           50% 19,082            

Housekeeping 164,980         50% 82,490            

Laundry and Linen 66,284           50% 33,142            

    Total Nursing Home Allocated Expense 1,511,291       721,025          

    Total Nursing Home expenses 4,856,125       4,011,948        

Nursing Home Direct Gain (Loss) (1,507,104)$    (662,927)         

Overhead expenses allocated away from Hospital (a) - (b) (844,177)         

Estimated CAH Cost Based Payer Mix 42%

Cost Based Payer Revenue on Allocated Costs (354,264)         

Net Gain (Loss) (1,017,192)$     

FY 2019 Nursing Home/SNF Profitability Analysis
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• Stroudwater performed a 
sensitivity analysis to determine 
the Living Center’s direct 
“breakeven”
• The analysis assumed the FY 

2019 cost structure with a 
variable cost of $50 per day 
per patient with no dilutionary 
impact on Medicaid or 
Medicare rates

• The Living Center would have to 
achieve an ADC of 45.0 or a total of 
16,443 days to achieve a 
“breakeven” contribution margin 
• A review of historical Medicare 

cost reports from FY 2011 to 
present reveals that the Living 
Center’s highest ADC achieved 
was 36.5

Nursing Home: Scenario A – Breakeven Analysis

OVERVIEW MARKET SERVICE LINES RECOMMENDATIONSFINANCIAL

Revenue: Days Rate Net Revenue

Medicaid 11,607           275$             3,196,208$      

Medicare 749                313$             234,618$         

Medicare HMO 206                291$             59,742$          

Other Revenue 445                290$             129,238$         

Self Pay 3,436             282$             968,463$         

     Total 16,443           4,588,269$      

Operating Expenses: A B

Direct Expenses (2019 ICR - WS A):

    Salary expense 1,770,467$     1,770,467$      

    Other 1,688,602$     1,688,602$      

        Total Direct Expense 3,459,069$     3,459,069$      

Total Nursing Home

Allocation Variable %

Ancillary Expenses (ICR D-3 SNF PPS) 107,822$        50% 53,911$          

Allocated Expenses (ICR Stepdown - WS B)

Admin and General 200,008         20% 40,002            

Employee Benefits 63,454           90% 57,109            

Operation of Plant 240,233         50% 120,117          

Dietary 685,678         50% 342,839          

Cafeteria 52,490           50% 26,245            

Central Supply 38,164           50% 19,082            

Housekeeping 164,980         50% 82,490            

Laundry and Linen 66,284           50% 33,142            

    Total Nursing Home Allocated Expense 1,511,291       721,025          

    Total Nursing Home expenses 5,078,182       4,234,005        

Nursing Home Direct Gain (Loss) (489,913)$      354,264          

Overhead expenses allocated away from Hospital (a) - (b) (844,177)         

Estimated CAH Cost Based Payer Mix 42%

Cost Based Payer Revenue on Allocated Costs (354,264)         

Net Gain (Loss) (0)$                  

Nursing Home/SNF Sensitivity Analysis
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• Stroudwater adjusted the 
sensitivity analysis to FY 2018 ADC 
of 36.2
• The analysis assumed the FY 

2019 cost structure with a 
variable cost of $50 per day 
per patient with no dilutionary 
impact on Medicaid or 
Medicare rates

• Assuming the Living Center can 
achieve an ADC of 36.2 or a total of 
13,229 days, EPH can reduce the 
negative contribution margin to 
$736K 

Nursing Home: Scenario B – Historical ADC Analysis

OVERVIEW MARKET SERVICE LINES RECOMMENDATIONSFINANCIAL

Revenue: Days Rate Net Revenue

Medicaid 9,338             275$             2,571,445$      

Medicare 603                313$             188,757$         

Medicare HMO 165                291$             48,064$          

Other Revenue 358                290$             103,976$         

Self Pay 2,764             282$             779,158$         

     Total 13,229           3,691,401$      

Operating Expenses: A B

Direct Expenses (2019 ICR - WS A):

    Salary expense 1,770,467$     1,770,467$      

    Other 1,527,895$     1,527,895$      

        Total Direct Expense 3,298,362$     3,298,362$      

Total Nursing Home

Allocation Variable %

Ancillary Expenses (ICR D-3 SNF PPS) 107,822$        50% 53,911$          

Allocated Expenses (ICR Stepdown - WS B)

Admin and General 200,008         20% 40,002            

Employee Benefits 63,454           90% 57,109            

Operation of Plant 240,233         50% 120,117          

Dietary 685,678         50% 342,839          

Cafeteria 52,490           50% 26,245            

Central Supply 38,164           50% 19,082            

Housekeeping 164,980         50% 82,490            

Laundry and Linen 66,284           50% 33,142            

    Total Nursing Home Allocated Expense 1,511,291       721,025          

    Total Nursing Home expenses 4,917,475       4,073,298        

Nursing Home Direct Gain (Loss) (1,226,074)$    (381,897)         

Overhead expenses allocated away from Hospital (a) - (b) (844,177)         

Estimated CAH Cost Based Payer Mix 42%

Cost Based Payer Revenue on Allocated Costs (354,264)         

Net Gain (Loss) (736,161)$       

Nursing Home/SNF Sensitivity Analysis
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Nursing Home: Summary

OVERVIEW MARKET SERVICE LINES RECOMMENDATIONSFINANCIAL

• The Living Center is currently providing a negative contribution margin to EPH of 
approximately $1.02M
• Scenario A: The Living Center requires an ADC of 46.8 in order to reach 

“breakeven”; however, achieving this ADC has not been done in the last 10 years
• Scenario B: If the Living Center reached the FY 2018 ADC of 36.2 net losses from 

the Living Center could be reduced to $736K 



CONCLUSIONS
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Conclusions

DISRUPTORS ASSUMPTIONS MODELS CONCLUSIONSDRIVERS

• The Living Center is currently providing a negative contribution margin to EPH of 
approximately $1.02M
• EPH must decide whether the Living Center should remain as a “loss leader” 

service line as it provides access to skilled nursing care to residents within its 
service area 
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