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NRMC Presentation to the City of Nevada 

On September 21, 2022, Rural Hospital Group LLC (“RHG”) was engaged to assist the City of Nevada 
(“City”) with its financial review of the two financing options proposed by NRMC:

• Option 1 - the refinancing of the existing bonds and the borrowing of additional capital to fund new 
projects, debt reduction, and capital expenditure reserves. 

• Option 2 - the refinancing of the existing bonds only. 

The RHG team (Larry Arthur, Trent Skaggs, Darrel Morris, Don Babb and Dennis Davis) met with the 
Hospital’s Administrator, Jason Anglin, and the Hospital’s CFO, Dana White, to review the current state of 
operations and the proposed financing options presented to the City. 

We worked closely with Mr. Anglin and Ms. White to formulate the methodology of our review and to 
develop future operating assumptions. After working through a number of financial model iterations, 
we, in conjunction with Mr. Anglin and Ms. White, arrived at three scenarios to analyze the future 
viability of the Hospital.
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Development of the Financial Model for Analysis

RHG made a presentation to the Hospital Board detailing the scope of our engagement with the City, 
and then went on to review the detailed compiled results of the forecasted Hospital operations, using 
management’s (operational) assumptions as set forth in each of the different financial models. RHG’s 
presentation to the City Council is similar in nature.

Our basis for the development of the models were the following:

• Data taken from the Hospital’s audited Financial Statements for Fiscal Years (FY) 2018 through 2021

• Unaudited Financial Statement for FY 2022

• Budgeted Financials for FY 2023

These data sets served as the baseline to forecast the Hospital’s operations for FY 2024 through 2027.
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Development of the Financial Model for Analysis (CONT.)

1) Baseline without Operational Improvements - Financial Model 3.1a in which everything in 
operations were held static - meaning that things stayed pretty much the same as related to 
historical audited results;

2) Baseline with Operational Improvements - Financial Model 3.1b allows the operations of the 
hospital to be improved with new Revenues generated by Service additions and expansion that have 
been used successfully by other similarly-situated rural hospitals, and; 

3) Baseline with Operational Improvements and with Refinancing of Bonds and New Capital -
Financial Model 4.1 allows the operations of the hospital to be evaluated with the assumptions 
from 3.1b and with the refinancing of existing debt and the addition of new debt as presented to 
the City in August of 2022.
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Results of Financial Model 3.1a

Baseline without Operational Improvements – 3.1a

This financial model forecasts Hospital operations using the financial baseline only and without any 
changes in current operations. 

This scenario results in significant decreases (losses) in net assets from 2023 through 2027:

• ($1.989 million) in 2023;

• ($1.953 million) in 2024;

• ($2.043 million) in 2025;

• ($2.159 million) in 2026; and

• ($3.096 million) in 2027. 

The obvious takeaway is that such losses are not sustainable.

The Hospital runs out of cash in 2024, which will result in its closure unless substantial funding is 
obtained from outside sources.
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Results of Financial Model 3.1b

Baseline with Operational Improvements

This financial model forecasts Hospital operations using the baseline in Version 3.1a, with the addition of 
the Operational Improvements as shown in Table 1 below. 

The cumulative result of these annual improvements (assuming that all of these operational changes are 
accomplished and timely implemented) are:

• $1.481 million in 2023;

• $4.281 million in 2024;

• $4.906 million in 2025;

• $4.951 million in 2026; and

• $4.997 million in 2027.
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Table 1 – Schedule of Operational Improvements
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Results of Financial Model 4.1

Baseline with Operational Improvements and with Refinancing of Bonds and New Capital

This financial model forecasts the Hospital’s operating results using the baseline with the operational 
improvements and with the additional borrowing as shown in Table 2 below.

• This scenario assumes that the Debt Service Reserve funds currently held by the Trustee are released to the 
Hospital at the closing of the refinancing.

• The Financing also includes an assumption of using several of the USDA financing programs for rural 
hospitals, given the difficulty of capital funding programs in today’s capital markets.

• Financial Model 4.1 contains a listing of some of the main “Selected Financial Ratios” that usually influence 
USDA as a rural hospital lender in their evaluation to provide financing, as shown in Table 3 below.

• The ratios presented have been calculated after taking into account the financial impact of the refinancing of 
existing debt and additional borrowing related to NRMC’s operations as provided in Table 3 on Page 11.
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Table 2 – Schedule of Financing Activity (Sources and Uses of Funds)
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Results of Financial Model 4.1 (CONT.)

Baseline with Operational Improvements and with Refinancing of Bonds and New Capital
Selected Financial Ratios have been summarized in Table 3 below.

• Debt Service Coverage Ratio (DSCR) is a measure of the cash flow generated from the Hospital’s operations 
to pay its annual long term debt obligations. The minimum Debt Service Coverage Ratio that USDA as a 
lender usually requires of the debtor depends on a number of conditions, but generally stronger credits have 
a ratio of at least a minimum of 2.0x’s free cash flow to service annual maximum debt payments. The 
Hospital’s Debt Service Coverage Ratio is forecasted to be 2.48 in 2024, and rising to 2.81 in 2027.

• Days Cash on Hand (DCOH) is the number of days that the Hospital can continue to pay its operating 
expenses, given the amount of cash available, without any additional cash collections. The minimum Days 
Cash on Hand for a rural hospital that USDA as a lender usually requires is 30-45. The Hospital’s Days Cash on 
Hand is forecasted to be 47 in 2024, and continues to rise through the forecast period until it reaches 80 in 
2027.

• The Current Ratio is a liquidity measure used to calculate the Hospital’s ability to meet its short-term debt 
and obligations (i.e., those due in the next 12-month period), using current assets available on its balance 
sheet. Lenders view a Current Ratio of less than 1.0 as an indicator that a debtor may not be able to meet 
and service its short-term obligations. A Current Ratio greater than 2.0 indicates stronger liquidity for USDA 
as a lender. The Hospital’s Current Ratio is forecasted to be 1.42 in 2024 and rising to 2.39 in 2027.
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Table 3 – NRMC’s Selected Financial Ratios
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Conclusion

 Our engagement has focused primarily on NRMC’s ability to meet its future obligations, and secondarily, to 
perform an analysis of the dollar impact and reasonableness of the forecasted operational improvements 
currently contemplated by senior management and the Board.

 Changes where revenue improvements can create cash generated to support operations and service, have been 
discussed and forecasted in the financial projections contained in the report. Most of these opportunities are 
based on the Hospital’s expansions of (and building on) existing and future lines of service.

 Once our financial models were built, detailed discussions were had with our team and Mr. Anglin and Ms. White 
to refine the Forecasts and to layer in specific implementation goals and timelines. The financial assumptions that 
form the basis of the three financial models were vetted and determined to be reasonable and practicable from 
the standpoint of implementation.

 The City should understand that the assumptions contained in the financial models drive the forecasted results 
presented therein, and that as with any forecast of the future, events rarely occur exactly as assumed, and all 
uncertainties are not (and cannot be) addressed by the assumptions. 

 Finally, and perhaps most importantly, the City should understand that the financial results forecasted are 
predicated on the assumption that the Operational Improvement Plans set forth in Financial Model 3.1b, and the 
assumption is made, that these plans will be fully implemented by the Hospital on a timely basis.
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