
 
 

AGENDA ITEM 
October 18, 2022 

 
Subject: NRMC Consulting Services 
 
Department: Administration 
 
This ordnance will authorize an agreement with Rural Hospital Group to provide 
consulting Services related to Nevada City Hospital, d/b/a Nevada Regional Medical 
Center (NRMC) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
BILL NO. 2022-078      ORDINANCE NO. 
 
A SPECIAL ORDINANCE OF THE CITY OF NEVADA, MISSOURI AUTHORIZING 
THE EXECUTION OF AN AGREEMENT WITH RURAL HOSPITAL GROUP 
GLADSTONE, MISSOURI FOR CONSULTING SERVICES. 
 
BE IT ORDAINED BY THE CITY OF COUNCIL OF THE CITY OF NEVADA, 
MISSOURI THAT: 
 
Section 1. The agreement attached hereto as Exhibit “A” and incorporated herein by 
reference is approved as a contractual obligation of the City of Nevada, Missouri. 
 
Section 2. The City Manager and City Clerk are hereby authorized and directed to 
execute said agreement on behalf of the City of Nevada, Missouri, and to affix the 
municipal seal thereto and attest the same. 
 
PASSED, APPROVED AND ADOPTED, by the City Council of the City of Nevada, 
Missouri, this ______ day of November 2022. 

 
 

                                                              _____________________________ 
                                                        GEORGE C. KNOX, MAYOR 

(seal) 
 
ATTEST: 
 
 
_______________________________ 
CYNTHIA DYE, INTERIM CITY CLERK 
 
 
 
 
 
 
 
 
 
 
 
 
 



September 16, 2022 

Mr. Mark Mitchell 
City Manager 
City of Nevada, Missouri 
Nevada City Hall 
110 S Ash St 
Nevada, Missouri 64772 

Rural Hospital 
Group 

Via Email: Mark Mitchell mmitchell@nevadamo.gov 

Re: Proposal for Consulting Services related to Nevada City Hospital, d/b/a Nevada 
Regional Medical Center ("NRMC" or "Hospital") 

Dear Mr. Mitchell: 

It was great to visit with you last Friday morning regarding your interest in engaging the 
services of Rural Hospital Group LLC ("RHG") to assist the city with its review of the financial 
feasibility of the Hospital's proposed new capital project and the refinancing of its outstanding 
long-term debt 

This engagement letter (EL) confirms the scope of consulting services to be provided by 
RHG, the timeframe for the performance of those services, and RHG's fee structure. 

RHG's engagement will begin on the date of the city's acknowledgement of its 
acceptance of this EL, and thereafter, RHG will enter into a business associate agreement with 
the Hospital or other appropriate entities prior to having access to Protected Health Information 
(as such term is defined in the Health Insurance Portability and Accountability Act of 1998). 

CURRENT STATE OF RURAL HOSPITALS 

In order to put the current financial situation of the Hospital into context with the status 
of other similarly situated hospitals nationwide, the following facts and opinions (contained in 
newly released study from the firm of Kaufman, Hall & Associates) are relevant: 

"[H]hospitals and health systems continue to face intense pressure on staff 
and resources while also dealing with rising expenses for supplies, drugs and 
equipment, and the workforce", according to a Sept. 15 special bulletin from the 
American Hospital Association (AHA). These negative trends are expected to 
continue through 2022 and on into 2023, with hospitals and health systems losing 
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potentially billions of dollars nationally. Left unaddressed by individual hospitals, 
these challenges can and will jeopardize access to essential healthcare services 
for patients, according to the AHA bulletin. 

Challenges in the first half of 2022 tested healthcare organizations with the 
impact of COVID-19 surges, increased expenses, and a lack of relief funding for 
economically struggling institutions. As a result, projections for 2022 indicate 
margins could be down as much as 37 percent compared to pre-pandemic levels. 
According to Kaufman, Hall & Associates study, more than half of hospitals are 
operating in the red, and forecasts for the remainder of 2022 indicate that margins 
could be down by as much or more than pre-pandemic levels. More than half of 
hospitals - 53 percent - are projected to have negative margins for the rest of 
the year. 

Furthermore, over two-thirds of hospitals are forecast to operate in the red, 
with expenses projected to increase throughout 2022. Nationally, labor expenses 
are projected to increase by $86 billion, while non-labor expenses are projected to 
increase by $49 billion. 

From the perspective of NRMC, what all this bad news means is that, it is more important 
than ever before to review any major financial or operational undertakings such as the one 
being proposed by the Hospital board in an objective and thorough fashion. 

SCOPE OF SERVICES, STAFFING AND TIMEFRAME 

Under this proposed Scope of Services, RHG would be engaged to act as an 
independent consultant under the direction of the city, and would act in that capacity in 
providing its consulting services related to the Hospital. 

RHG understands that the Council will meet, on September 20, 2022, to discuss the 
engagement of an outside consultant to assist the city with its evaluation of the NRMC's 
proposal financial options that was presented to the city in August. In this regard, the city has 
requested a proposal from RHG for a high-level review of the NRMC proposal connected to 
Option 1 - $6 million new capital and refinance of the existing bonds, or Option 2 - just a 
refinance of existing bonds, only. 

If engaged RHG would meet with the Hospital's Administrator and CFO, to review the 
financing options presented to the city. The RHG team may include a number of our associates 
including, but not limited to; Larry Arthur, Trent Skaggs, Darrel Morris, Don Babb and Dennis 
Davis. 

During the site visit, the RHG team may also want to interview several of the Department 
Managers and members of the Medical Staff. The purpose of these meetings would be to better 
evaluate the long-term viability of the plans and execution of the proposed financing. 

Within three weeks of the site visit, we will prepare and deliver to the city a preliminary 
written report of our findings, indicating the practicability and workability of the NRMC proposal. 
RHG also will be available to present this information to the Council, if so desired. 
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Although such a review would not directly involve RHG in assisting with the securing of 
appropriate financing, if our engagement reaches a positive conclusion related to the proposed 
financing, RHG could also conduct a preliminary analysis to provide the city with initial 
recommendations as to what sources of financing may be best available to allow the 
refinancing to go forward. 

RHG is very experienced in evaluating all potential funding sources for major rural 
hospital projects due to one very significant reason. RHG is independent from any lender, 
banker, underwriter, governmental entity, or other source of funding, and thus, comes to a 
project like this one without a predetermined conclusion or solution. 

OTHER CONSUL TING SERVICES 

If, as a result of this engagement, the city determines that a refinancing of the 
outstanding bonds is a financially beneficial undertaking, RHG will be available, in a second 
phase of this project, to provide the city (if desired) with other alternative sources of funding 
depending on what we believe will result in the best financing package. 

Recently, depending on the feasibility of the project, the financial strength of the 
Hospital, and the current business environment, RHG continues to be successful in assisting 
rural hospitals in securing financing from many different sources, including tax exempt revenue 
bonds underwritten by regional banks or underwriters, private placements, bank qualified tax
exempt financing, USDA direct loans, and USDA loan guarantees. 

However, with governmentally owned facilities like NRMC, we always begin with the 
following premise: "What is the best financing that the hospital can secure that does not entail 
a legal obligation by neither the governmental entity nor the taxpayers?" 

INFORMATION PROVIDED TO RHG 

Based upon our conversation on Friday, RHG understands that the Hospital operates 
as a generai, acute care facility that is licensed by the State of Missouri. The Hospital has a 
total of 35 general Med/Surg beds and 6 Special Care beds and provides emergency care to 
the surrounding community 24 hours a day, 7 days a week. In addition, the Hospital offers 
surgery and a full range of diagnostic and outpatient services including radiology services, 
laboratory, pharmacy and physical therapy. 

RHG further understands that due to operating losses and related negative cash flows 
from operations, the Hospital is not in full compliance with the current covenants contained in 
its outstanding bond indenture. 

As of the date of this engagement letter, RHG has not been provided full copies of all 
documents and projections prepared by the outside Underwriter and CPA firm which show the 
financial impact of the proposed capital projects. RHG, however, will use and rely upon these 
financial ~projections when performing its services, as well as with copies of the following 
additional documents: 

NRMC CEO Board Report (March 2022 updated) 

Report of Stifel, Nicolaus and Co. (October 2022 updated) 
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Annual Report to the City (August 2022 updated) 

Notes for Discussion on Potential Bond Refinance (updated) 

The accuracy and reasonableness of the financial and operational assumptions 
contained in these documents (and any other documents provided to RHG during the course 
of its engagement) will drive RHG's analysis, and opinions, to the extent that they relate to 
RHG's industry experience. 

RHG will also need to have access to such Hospital's business records, audited reports, 
and other information, including other records, reports, and information as are necessary to 
enable RHG to prepare its report to the city. RHG will rely on the accuracy of the information 
contained in such documents and records, without making any further investigation thereof. 

FEES AND EXPENSES 

RHG will provide the services outlined in this engagement letter for a fixed fee of 
$!0,000.00 plus out-of-pocket expenses, actually incurred. RHG will require up-front payment 
of $2500 upon the signing of this engagement letter, with the remainder of fees and expenses 
being billed and paid at the time we present our findings and report to the city. Our invoices are 
due and payable within no later than 10 days after submission. 

STANDARD OF CARE 

All actions or efforts that are taken or made by any party in connection with this 
engagement are to be measured and judged by the standard of care as defined by what a 
similarly situated person would do in the same or similar circumstance as judged by the 
standards of the applicable business community. 

If the terms and conditions stated above correctly set forth our understandings and 
agreements with regard to this engagement, please acknowledge your acceptance by signing 
below and returning a signed copy to my attention. 

If not, please let me know if you would like a change to the scope of services or other 
terms. Thank you for this opportunity to provide our services to the City of Nevada. 

Best regards, 

Larry Arthur, President 
Rural Hospital Group 
4770 N. Belleview Ave. 
Suite 205 
Gladstone, Missouri 64116 

Authorized Signer for City of Nevada 
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