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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Management’s Discussion and Analysis
June 30, 2017 and 2016

The following summarizes the healthcare services that are offered by the Medical Center:

Inpatient Care — Acute care provided by practitioners in 48 acute medical-surgical beds, 12 intensive care
unit beds, and 12 dedicated senior behavioral health beds prior to the closing of the Senior Behavioral
Health unit as of February 24, 2017 at the Medical Center. The Medical Center is equipped with an
emergency department with 11 exam rooms, two trauma rooms, and two triage rooms. Additionally, the
Medical Center is equipped with six operating rooms, three minor procedure rooms, and one interventional
radiology lab.

Outpatient Care — Comprehensive offering of sleep disorders center, laboratory, radiology, diagnostic
services, rehabilitation services, primary care, medical, and surgical clinics.

Surgical Services — Anesthesia, General Surgery, Bariatric, Podiatry, Otolaryngology, Urologic,
Gynecologic, Urogynecologic, Gastrointestinal, Breast, Neurosurgery, minimally invasive spine surgery,
and outpatient laparoscopic surgery.

Physician Services — The Medical Center has an “open” medical staff, allowing community physicians in
addition to the UNM SOM providers to be members of the active medical staff and to admit and follow their
patients at the Medical Center. There are currently 565 physicians credentialed of which 467 are School of
Medicine physicians and 98 are community physicians.

Financial Summary
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Management’s Discussion and Analysis
June 30, 2017 and 2016

and as settlements are made or more information is available to improve estimates, differences are reflected in
current operations.

The Medical Center offers a financial assistance program called SRMC Care to which all eligible patients are
encouraged to apply. This program assigns patients primary care providers and enables them to receive care
throughout the Medical Center and at all clinic locations. This program is available to Sandoval County
residents who also meet certain income and asset thresholds. Patients applying for coverage under SRMC
Care must apply for coverage under Medicaid or the Health Insurance Exchange (HIX), if eligible. Patients may
continue to receive SRMC Care until they receive Medicaid eligibility or notification of coverage under the HIX.

The Medical Center does not pursue collection of amounts determined to qualify as charity care, with the
exception of copayments. The costs of charity care provided under this program for the years ended June 30,
2017, 2016, and 2015 approximated $1.3 million, $1.8 million, and $1.2 million, respectively.

These accounts are fully reserved and recorded as provision for uncollectible accounts. Provision expense
recorded for fiscal years 2017, 2016, and 2015 was $6.9 million, $7.3 million, and $2.8 million, respectively.
The cost of care provided to patients who are either uninsured or underinsured and who do not meet the criteria
for financial assistance for years ended June 30, 2017, 2016, and 2015 was $2.8 million, $3.4 million, and

$1.3 million, respectively.

Operating Expenses

The following pie charts depict the distribution of the operating expenses for the Medical Center for the years
ended June 30, 2017, 2016, and 2015:
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of University of New Mexico)

Statements of Net Position

June 30, 2017 and 2016

Assets 2017 2016

Current assets:

Cash and cash equivalents $ 22,860,739 16,748,235
Restricted cash and cash equivalents:
Held by trustee for debt service 6,973,824 5,937,858
Total cash and cash equivalents 29,834,563 22,686,093
Receivables:
Patient (net of allowance for doubtful accounts and contractual adjustments of approximately
$29,876,168 in 2017 and $27,495,637 in 2016) 9,902,199 11,600,655
Due from UNUM Medical Group 39,114 47,567
Estimated third-party settlements 1,087,669 826,489
Sandoval County mill levy 66,695 74,034
Interest receivable — bond subsidy proceeds — 973,763
Other 132,645 70,571
Total net receivables 11,228,322 13,593,079
Prepaid expenses 364,789 776,323
Inventories 2,471,328 2,401,084
Total current assets 43,899,002 39,456,579
Noncurrent assets:
Restricted investments:
Held by trustee for mortgage reserve fund 9,505,792 7,411,546
Capital assets, net 107,320,532 114,356,360
Total noncurrent assets 116,826,324 121,767,906
Total assets $ 160,725,326 161,224,485
Liabilities
Current liabilities:
Accounts payable
00 3,540,000
50 2,915,600
21 1,607,103
16 17,145,678
00 124,960,000
00 124,960,000
16 142,105,678
68) (14,143,640)
xpendable bequests and contributions 82,508 77,310
In accordance with the trust indenture and debt agreement 16,479,616 13,349,404
Unrestricted 20,299,254 19,835,733
Total net position $ 19,221,910 19,118,807

See accompanying notes to financial statements.
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2017 and 2016

(b) Restricted Cash and Cash Equivalents

In connection with the 2010 Financing Transaction, as a requirement of the trust indenture and the
Financing Agreement, the Medical Center was required to establish trust funds for the deposit of
restricted bond proceeds, the required capital contribution, and other restricted contributions by the
Medical Center. E
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(ii)

(iii)

UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2017 and 2016

Custodial Credit Risk — Debt Investments — Cash and Equivalents

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty,
the Medical Center will not be able to recover the value of its investments or collateral that is in the

possession of an outside party. As of June 30, 2017 and 2016, there were no investments or cash

and cash equivalents subject to custodial credit risk.

The Medical Center’s custodial risk policy for the bond proceeds conforms to the trust indenture,
and the trustee holds the investments in safekeeping.

Credit Risk — Debt Investments

The Medical Center is required to disclose credit ratings of its debt investments in order to assess
credit risk. U.S. obligations, investments explicitly guaranteed by the U.S. government, and
nondebt investments are excluded from this requirement. Currently, the Medical Center does not
have a specific policy to limit its exposure to credit risk. As of June 30, 2017 and 2016, there were
no debt investments subject to credit risk

(c) Long-Term Investments

(i)

Interest Rate Risk — Debt Investments — Long-Term Investments
Currently, the Medical Center does not have a specific policy to limit its exposure to interest rate
risk. The Medical Center holds no investments that are subject to interest rate risks.

A summary of the long-term investments at June 30, 2017 and 2016 and their exposure to interest
rate risk is as follows:

June 30, 2017 June 30, 2016
Fair Less than Fair Less than
value 1vyear value 1year
ltems not subject to interest rate risk:
Money market fund $ 9,505,792 9,505,792 7,411,546 7,411,546
ltems not subject to
interest rate risk 9,505,792 9,505,792 7,411,546 7,411,546
Total long-term
investments $ 9,505,792 9,505,792 7,411,546 7,411,546
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2017 and 2016

overall effect of changing the subsidy payment from the U.S. Department of Treasury equal to 32.62% of
the interest payable on the Build America Bonds (Series 2010A), and 41.94% of the interest payable on the
Recovery Zone Economic Development Bonds (Series 2010B).

Bond payable activity consists of the following:

Year ended June 30, 2017

Amounts

Beginning Ending due within

balance Additions Deductions balance one year
Bond Series 2010B $ 9,740,000 — — 9,740,000 —
$ 9,740,000 — — 9,740,000 —

The following schedule summarizes the special and scheduled mandatory redemption requirements of the
Series 2010A and Series 2010B bonds as of June 30, 2017:

Series 2010A bonds Series 2010B bonds Total
Fiscal year Principal Interest Principal Interest Principal Interest

2018 $ 3,715,000 5,143,613 — 487,000 3,715,000 5,630,613
2019 3,890,000 4,974,525 — 487,000 3,890,000 5,461,525
2020 4,075,000 4,797,338 — 487,000 4,075,000 5,284,338
2021 4,275,000 4,611,713 — 487,000 4,275,000 5,098,713
2022 4,475,000 4,417,200 — 487,000 4,475,000 4,904,200
2023-2027 25,835,000 18,824,287 — 2,435,000 25,835,000 21,259,287
2028-2032 32,670,000 12,349,687 — 2,435,000 32,670,000 14,784,687
2033-2037 36,285,000 4,170,712 5,035,000 2,423,625 41,320,000 6,594,337
2038 — — 4,705,000 117,625 4,705,000 117,625

$ 115,220,000 59,289,075 9,740,000 9,846,250 124,960,000 69,135,325

The bonds are subject to various redemption provisions as set forth in the trust indenture, including Special
Mandatory Redemption, Scheduled Mandatory Redemption, and Optional Redemption. The Special
Mandatory Redemption provisions are contingent on various events, including but not limited to
circumstances that result in the trust estate receiving early payments on the GNMA Securities, or in the
event the balance of GNMA Securities after completion of the construction are less than the amount of
outstanding bonds. The Medical Center completed final endorsement of the project on June 18, 2014. The
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Schedule 1
UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Indigent Care Cost and Funding Report

Years ended June 30

2017 2016 2015
Unaudited Unaudited
Funding for Indigent Care:
State appropriations specified for indigent care — Out of County Indigent Fund $ — — —
County indigent funds received — — —
Out of county indigent funds received — — —
Payments and copayments received from uninsured patients qualifying for indigent care 1,505 — 10,064
Reimbursement received for services provided to patients qualifying for coverage under EMSA 2,897 6,714 6,075
Charitable contributions received from donors that are designated for funding indigent care — — —
Other sources:
Other source — — —
Total Funding for Charity Care 4,402 6,714 16,139
Cost of Providing Indigent Care:
Total cost of care for providing services to:
Uninsured patients qualifying for indigent care 381,614 329,265 496,926
Patients qualifying for coverage under EMSA 36,952 63,000 51,696
Cost of care related to patient portion of bill for insured patients qualifying for indigent care 951,016 1,391,103 736,432
Direct costs paid to other providers on behalf of patients qualifying for indigent care — — —
Total Cost of Providing Indigent Care 1,369,582 1,783,369 1,285,054
Excess (Shortfall) of Funding for Charity Care to Cost of Providing Indigent Care $ (1,365,180) (1,776,655) (1,268,915)
Patients Receiving Indigent Care Services (Unaudited):
Total number of patients receiving indigent care 10,023 2,348 2,274
Total number of patient encounters receiving indigent care 16,136 3,316 5,011

See accompanying independent auditors’ report.
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Summary Schedule of Prior Audit Findings
June 30, 2017

Finding 2016-001. Formalized Review of All Soarian Users - Other Matter
Current Status: Resolved
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