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Thank you!

© 2019 Wipfli LLP. All rights reserved.

 Your Service Team:

Eric Volk, Partner
Meranda Adams, Senior Consultant

www.wipfli.com/healthcare



Regarding the Use of this Presentation

 The contents of this presentation is for 
Willapa Harbor Hospital’s internal use 
only and is not to be distributed to any 
outside parties.

 The projected financial statements 
presented herein are not intended to 
be presented in accordance with 
Generally Accepted Accounting 
Principles (GAAP).

 Wipfli did not perform an examination-
level or compilation-level, feasibility 
analysis as a part of this engagement 
and, as such, does not provide any 
assurance on the financial information 
presented herein.
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Overall Basis



OverallBasis for the Forecast

 Prepared projected financial statements for the Hospital (2023 to 2028) based 
on the following: 

▶ Historical operating results from 2018 through 2022

▶ Utilized YTD May 2023, annualized, as the primary basis for the 2023 projected 
income statement

▶ Applied the 2024 prelim budget as the basis for the 2024 projected income 
statement

▶ Applied inflationary increases and other assumptions as discussed with 
management

▶ Incorporated debt financing for the new projects

▶ Prepared projected income statements to assess debt capacity of Hospital
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OverallBasis for the Forecast 

WHH experienced significant operational changes in FY 2022 and 2023:

▶ Software conversion to EPIC/SAGE Intact in FY 2023

▶ Incorporated anticipated additional SNAP grant funds in FY 2024 and 2025
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Forecast Assumptions



Revenue Assumptions
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 Net patient service revenue (NPSR) includes an annual reimbursement inflation 
for each payor and are projected as follows:
▶ Medicare and Medicaid reimbursement includes an annual inflation change from 13.09% in 2023 to 2.12% 

in 2028

▶ Reimbursement from all other payors are projected at an annual inflation rate of 3%

▶ The new project is projected to be reimbursed at 52.7% of total project cost

 NPSR incorporates volume increases of 3% and 4% for payors other than 
Medicare and Medicaid in 2027 through 2028, respectively

 Other operating revenue is projected to increase 3.0% annually
 Nonoperating revenues are projected as follows:

▶ Adjusted grant revenue to reflect additional SNAP grant funds of $750k and $800k in FY 2024 and 2025, 
respectively

▶ Timber taxes projected to remain flat over the projected period

▶ Interest income is projected to increase by 3% annually



Projected Income Statement – $Levy Rates
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 Special levy assessed value is projected to be $1,822,128,148 in 2023, based on:
▶ 30.9% increase in regular levy in 2023 

▶ Applied increase to 2022 special levy assessed value of $1,391,960,192



Operating Expense Assumptions 
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 Salaries and wages projected based on the following:

▶ Analyzed historical levels

▶ Applied annual inflation of 3%

 Benefits are projected based on historical experience, management discussions and 
anticipated cost adjustments

▶ Benefit ratio is assumed at 27.3% of salaries and wages

 Adjusted purchased services to exclude ED Pro contracted services buyout amount 
annualized in 2023 and 2024 budget

 Other operating expenses are projected at a high level with annual inflation rate of 3%



Capital Expense Assumptions
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 Depreciation is based on the following:
▶ Existing assets – Depreciation is estimated based on historical information.
▶ Future ongoing routine additions
 Land of $812k, EPIC implementation of $3.7 million, and equipment of $500k in 

2023 based on discussions with management
 $250k thereafter
 Routine additions are related to building and equipment, average 30-year and 10-

year depreciable life, respectively
▶ New Project Construction
 Useful life of 30 years
▶ Interest expense is based on the following:
 Future debt associated with New Projects Construction
 5.5% interest rate
 30-year amortization period



Key Balance Sheet Assumptions
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 Balance sheet assumptions are projected based on FY 2023 and discussions 
with management:



Historical Financial 
Information



Revenue Summary -Historical
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Operating Expense Summary -Historical
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Debt Service Coverage - Historical
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Days Cash on Hand - Historical
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Other Key Financial Results - Historical



Summary and Next Steps



Financial Risks
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 Financial risk factors and considerations include:
▶ Achieving Projected volume growth

▶ Estimated construction costs to expand Hospital capacity could be understated

▶ Increases in operating costs to be considered once the new projects are more clearly defined 
(utilities, staffing, etc.)

▶ Maintain levels of salaries and wages as a percentage of net patient service revenue  

 2022 was 51.1% and 2023 is projected at 54.0%

▶ Maintain levels of benefits as a percentage of salaries.  2023 is projected at 27.3%

▶ Profitability implications of future project

 Capital costs associated with the new financing is spread evenly to all services currently 
due to project scope not being fully defined

▶ Project details have yet to be refined between asset classes.  Depreciation expense based on 
asset class will be refined in future phases of the analysis



Considerations

34

 Projected strong cash position

▶ Potential requirement for equity contribution due to projected cash levels

▶ New debt terms may require establishment of reserve funds, which would impact days cash 
on hand

 Timing of projects matters

▶ Prioritize and stagger projects; more certainty, maintaining financials

▶ Management to determine minimum levels of financial ratios for internal goals

▶ Implementation of new programs is intensive, and profitability is highly dependent on ramp-
up of providers, full capacity



Potential Next Steps
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 Identify specific construction projects to pursue /prioritize further

 Deeper dive on scenario modeling

 Deeper dive on financial analysis

 Real market/refining of

▶ Obtaining provider services

▶ Timeline

▶ Sources of financing (debt, grants/contributions, equity, etc.)

▶ Refining cost of construction


