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BURKE, WILLIAMS & SORENSEN, LLP

Direct No.: 213.236.2709
cslyngstad@bwslaw.com

July 5, 2012

BY HAND DELIVERY AND U.S. MAIL

Wendi A. Horwitz

Deputy Attorney General

Attorney General of the State of California
300 South Spring Street, Suite 1702

Los Angeles, California 90013

Re: \_/ictor Valley Community Hospital
Dear Ms. Horwitz:

The Board of Directors of Victor Valley Community Hospital (“Victor Valley,”
“Hospital” or “Seller”) at a special meeting in June 2012 approved moving forward with
the Asset Sale Agreement with Victor Valley Hospital Acquisition, Inc. and Victor Valley
Hospital Real Estate, LLC (“Buyers” or “VVHA”) and a new Fourth Amendment which
was sngned by all parties on June 29, 2012.

On behalf of the applicant to your office, seeking consent, we ask for approval of
the Fourth Amendment, a copy of which is enclosed The changes to the Asset Saie
Agreement, the original terms of which your office gave conditional consent on
December 29, 2010, are described in the Fourth Amendment and several are
referenced below. The current sale proposal achieves certain goals of the Seller: (1) it
keeps the hospital — vital to the local community and to the Medicare and Medi-Cal

- programs — open for the foreseeable future, and puts the hospital under the control of
experienced hospital operators with community doctor participation, maintaining

- employment for substantially all the employees in an area suffering from high
unemployment; and (2) it obtains the highest possible value for the Seller's assets,
considering the limited time that the Seiller has to close a sale. .
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Absent an additional source of loaned funds by June 30, 2012, Victor Valley had
been advised by Alvarez and Marsal Healthcare Industry Group (“A&M”), its financial
‘advisor, that the Hospital needed to commence an orderly shutdown of the acute care
facility because of dwindling cash on hand. The Buyers will be providing the Seller with

- additional financing pending a closing of a sale this summer, but every additional doliar
of borrowed money to keep the Hospital open takes away from the potential recovery by
the unsecured creditors of Victor Valley in its continuing bankruptcy proceedings. We

“enclose copies of the 2010 and 2011 audited financial statements for the Hospital, and
a copy of the recent May 2012 interim financial statements for your information.

Victor Valley considered options other than a sale to the Buyers, but eliminated

them all for different reasons. Please see the enclosed Board Minutes for the Special

- Meeting of June 12 and June 19, 2012. St. Mary Medical Center had been in
discussions with Victor Valley since the beginning of 2012, but, despite exhaustive due
diligence over many months, St. Mary was unable to state its price and unwilling to
commit to debtor-in-possession financing. The original $35 million offer in St. Mary's -
non-binding letter of intent contained provisions for an offset of $1 million, additional
credit offsets for any stabilization funds received before close of a sale, and acquisition
of all accounts receivable. In negotiations with St. Mary, Victor Valley eliminated the
offsets and the inclusion of accounts receivable as an acquired asset, leaving St. Mary
to respond with a revised purchase price. ‘It would not or could not arrive at an amount
to offer as a reduced purchase price despite the passage of more than two months.
Prime Healthcare Services Foundation and Prime Healthcare Services remained

_financially supportive of the Hospital and made an offer to extend $500,000 in additional -
financing by June 30, but unfortunately Prime legally could not close a sale and thus
represented only a short reprieve for the Seller. The Victor Valley Board also looked at
whether the Hospital could remain a standalone hospital, but sufficient financing for that
option was not available. Another potential option surfaced in May, which led to a non-
binding offer in mid-June-from a confidential company that had been contacted by A&M.
The offer of $35 million and debtor-in-possession financing of $5 million was subject to
due diligence, which the company wanted 60 days to conduct, your office’s approval as
a new application, and a $1 million break-up fee. Effectively, taking into account that
the Hospital is living on borrowed money and borrowed time, the alternative for the
Board became a sale to the Buyers or an all-or-nothing choice of the confidential
company’s offer that would not permit Victor Valley enough money or fime to do a
different transaction 30 or 60 days later if the due diligence contingency was not
satisfied. ' .
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The Board and management of the Seller have relied on financial analysis by
A&M and the advice of this firm and Victor Valley's bankruptcy counsel. We have
attached to the enclosed Minutes a copy of the deal comparison provided to the Board
by A&M at the June 19 meeting. Despite serious reservations by the Board regarding
the Buyers’ ability fo close a deal the Board unanimously approved the renewed sale to
- VVHA. , _

Victor Valley requests approval of the following changes to the Asset Sale
Agreement as represented by the terms of the enclosed new Fourth Amendment.
There is a change is in the Purchase Price, which is reduced from $37 million. The
effective sale price is $33.8 million. The Hospital will be paid $26.7 million at a closing
under Section 1.2 of the Asset Sale Agreement and then the first $7.1 million of Pending
Stabilization Payments under Section 1.9, retaining them if any part thereof is paid
before a closing or receiving them if paid to the Buyers after a closing. The United
States-Bankruptcy Court found that this consideration “still provides the highest and
best value, and fair value and consideration,” for the Hospital's assets. See paragraph
N at pages 6-7 of the United States Bankruptcy Court's Order (1) Granting Debtor's
Motion to Amend Asset Sale Agreement and to Approve Settlement Agreement and
Release; (2) Approving Amendment to Asset Sale Agreement, (3) Approving Asset Sale
Free and Clear of Liens, Claims and Interests; (4) Approving Settiement Agreement and
Release, (5) Finding Good Faith, and (6) Granting Related Relief filed June 29, 2012
[Docket No. 2178} in the Hospital's bankruptcy case, Case No. 8: 12-12896-CB, which
is now pending in the Santa Ana Division of the Central District of Callfornla

In addition, due to changes since December 2010, the Seller signed a revised
contract with Inland Empire Health Plan (“IEHP"). VVHA will be assigned the existing
IEHP contract effective when the operating company of the Buyers gets its own license.
This approach ensures coverage of IEHP members at the Hospital, consistent with the
IEHP Condition. However, because the IEHP Condition states that the existing IEHP
contract would be assumed by Buyers, the Seller and Buyers respectively request that
the Attorney General change the wordlng of the condition to be consistent with the
assignment.
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We appreciate very much your time and consideration. We will provide you with
additional information if needed. We would be grateful for your response at the earliest
possible-date. Thank you very much.

Very truly yours,
| BURKE, WILLIAMS & SORENSEN, LLP

Chasles €. fPrpsata

CHARLES E. SLYNGSTAD :
Enclosures
cc:  Mr. Edward T. Matthews
Samuel R. Maizel, Esq.
Steven Schwartz, Esq.
William E. Thomas, Esq.
Todd E. Swanson, Esq.

LA #4819-2744-1936 v2
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VICTORY VALLEY

Community Hospital

Board of Directors
June 12, 2012 at Victorville, California
Continued and concluded on June 19, 2012 (by telephone conference)
Special Meeting Executive Session Minutes

These minutes are confidential and have been prepared for the exclusive use of Victor Valley Community Hospital.

Members Present:

Kathy Davis, Chair
Dennis Killion, Vice Chair
Tom Brown, Secretary
Tim Jasper

Michael Fermin ,
Herbert Williamson, 111

Others Present:

Edward Matthews, Interim CEO

Charlie Slyngstad, Legal Counsel

Samuel Maizel, Bankruptcy Counsel

George Pillari, Alvarez & Marsal

Brian Buchanan, Alvarez & Marsal (6/19 only)
Joshua Zazulia, Alvarez & Marsal (6/19 only)
Sean Houseworth, Alvarez & Marsal (6/19 only)

-~ TOPIC . DISCUSSION ' ACTION

Call to Order The Chair called the June 12, 2012 Governing Board
of Directors Special Meeting Executive Session to
order at 6:25 p.m. in Victorville, California.

1. Executive Session ' Mr. Matthews informed the Board regarding a

: statement of deficiencies received by his office on
June 11,2012, The deficiencies and the development
of a plan in response were discussed.

o Sale and other efforts Mr. Maizel began the discussion about ongoing

' - | efforts to find a buyer or a lender to support the
Hospital in light of the delay in anticipated receipts of
stabilization funds or quality assurance fees (QA fees)
under the current program. Mr. Pillari noted that the
Hospital has approximately $1.7 million in cash,
which is insufficient to operate beyond June 30 and
pay the costs of shutting down the Hospital in an
orderly fashion.

The Board was informed regarding the status with St.
Mary Medical Center and discussions with its
attorney. The Hospital is still waiting for a response
regarding the proposed purchase price and the amount
of debtor-in-possession financing that St. Mary would
provide.

The Board discussed the option to remain a
standalone facility. There has been interest expressed
by Heritage regarding financing in discussion with
Mr. Matthews, but substantial dollars needed by the
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TOPIC

DISCUSSION

ACTION

1. Executive Session (continued June 12)

Hospital have not been offered. There is another
outside physician who has contact with financing
sources but the discussion with him has been very
preliminary by Mr. Killion, Mr. Brown, and Mr.
Matthews. Nearly $18 million is needed in the
standalone option.

Prime Healthcare Services Foundation and Prime -
Healthcare remain interested, but are unable to close a
sale because of the Attorney General. The amount of
additional financing that Prime Healthcare might
provide to the Hospital is unspecified.

Victor Valley Hospital Acquisition, Inc. (VVHA).has
an offer of $26.7 million, with the first $7.1 million of
QA fees going to unsecured creditors. VVHA’s loan
is only $1 million, which Mr. Slyngstad noted is not
enough to keep the Hospital open if the Attorney
General review is extended beyond July. Mr. Maizel
distributed to the Board a copy of a letter from ‘
counsel for the Official Committee of Unsecured
Creditors in support of a VVHA transaction.

"I An additional non-binding expression of interest was

received by Alvarez and Marsal, financial advisor,
just before the meeting. From a confidential
company (which was identified and described for the
Board), the offer was to enter into a binding )
agreement for financing by June 30, with 60 days to
draft definitive documents and with exclusivity rights
in the meantime preventing discussion with other
parties. The numbers of the price and loan are still

| being developed but the offeror suggests a return of

100 cents to secured and administrative creditors, 90
cents to unsecured creditors.

Before discussion began of the options, George Pillari
of Alvarez and Marsal made clear that if there is no
deal by June 30, 2012, the shut down of the Hospital
must commence,

The discussion by Board members ensued, with an
emphasis on the timing of possible deals and the
effect on closing that the Attorney General’s review
process will cause.

Without formal vote, and without dissent, the Board
did not vote on any option. Instead, the Board gave
direction to counsel to place parameters of dates and

amounts on viable options, and to pin down timelines. |

The meeting was then continued to June 19,2012 at
8:30 p.m.
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1. Executive Session (continued:‘ June 19)

The Chair reconvened the Board meeting at 8:30 p.m.
on June 19, 2012 with all members and participants in
the meeting present by phone.

Board members and counsel had been forwarded a
comparison of active and inactive offers, prepared by
Alvarez and Marsal, before the meeting. A copy is
attached to these Minutes,

The Board was informed regarding the status with St.
Mary Medical Center and discussions with its
attorney by Mr. Maizel in person in Chicago. The
Hospital is still waiting for a response regarding the
proposed purchase price and the amount of debtor-in-

| possession finahcing that St. Mary would provide. It

is apparent that St. Mary will not respond in time.

Alvarez and Marsal recéived a non-binding letter of
intent and terms from a confidential company (which
was identified for the Board). The price is $35-
million. The terms include 60 days of due diligence
while seeking Attorney General approval, but unless
there were issues with revenues or with licensing the
company did not expect to terminate. The terms also
will include a $1 million break-up fee and the
purchase of claims against VVHA and the turnover as
an Acquired Asset of $5.1 million held in Mr. -
Maizel’s law firm’s trust account relating to the
disputes with VVHA.

VVHA provided proof of the money available to fund
the purchase of the Hospital. Pursuant to demand by
VVCH’s counsel; the VVHA offer now includes DIP
financing of $1 million immediately and up to $4
million with budgets through the summer. This
money cannot be used for capital improvements or
attorneys’ fees. '

At 8:50 p.m., the Hospital advisors and management
gave their views regarding the options for the
Hospital. All favored VVHA. The risk with the
confidential company’s offer is that there is not .
enough time to pursue any other alternative if that
deal terminates for any reason. The passage of time
and the break-up fee will raise the serious risk of
liquidation in comparison to the VVHA transaction.

Board members expressed their views, with several
noting that Prime Healthcare needed to be contacted
and spoken with in person before any decision was
revealed. '
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1. Executive Session (continued: June 19)

Discussion continued until 9:25 p.m.

The Chair directed advisors and management not to
reveal the decision of the Board until after Prime
Healthcare through Dr. Prem Reddy was informed by
a member of the Board concerning the Board’s
decision.

Motion made by Mr. Killion,
seconded by Mr. Williamson,
to move forward with the 2012
VVHA transaction, motion
carried, 5-0, after a roll call
vote.

2. Adjournment

There being no further business to discuss, the
Governing Board of Directors executive session
adjourned at 9:30 p.m. on June 19, 2012.

LA #4816-1942-1456 v1

Tom Brown, Secretary
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TOPIC

DISCUSSION

1. Executive Seasion (continued; June 19}

Discussion continued until 9:25 p.m.

The Chair directed advisors and menagement not to

. revenl the decision of the Board until after Prime
Healtheare through Dr, Prem Reddy was informed by
a member of the Board concerning the Board’s
decizion.

Motion made by Mr. Kijlion,
gaconded by My, Williamson,
to move forward with the 2012
VVHA nansaction, motion
carried, 5-0, after a yoll call
voie, :

2, Adjoummnt

There being no further busiuess to discuss, the
Governing Board iof Dircctors exeoutive session
adjourned at 9:30Ip.w. on June 19, 2012,

t
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Tom Brown, Secretary



Victor Yalley Community Hospital "VYCH"

Active Inactive

1 f Deal Comparison 7/31/2012 - 7/31/2012"° 7/31/2012 7/31/2012

2 WHA Prime SMMC

3 || Saurce of GGach

4 | Nominal Purchase Price s 35,000,000 {$ 26,700,000 B 35,000,000 | § 35,000,000

5jC Beserve 500,000

6 ¢ Total Potential Purchase Price $ 35,000,000 | s 27,200,000 35,000,000 | 5 35,000,000

7

8 d Llabilities

5 Adrain & Priority

10 Employee Obligations . $ {2,300,000) { $ (2,292,508) s (2,292,508) ] 5

1t Secured

12 . Physicians Hospital Management, LLC $ - s (6,685,770) s

13 Corwin Medical Group, Inc. (701,247)

14 Departmeant of Health Services (Medi-Cal) . (5,137,719) (5,137,719) (5,137,719)

15 Lallfprnia Office of State Hoalth Plagning and D, :

16 | Tatal Assymed | ishllifies . $ (2,437,719} | 8 (14,817,244) (7,430,227} | $

17 .

18 ) Cash Creglts

19 Escrowed DIP Proceeds/GFD $ $ (4,500,000) s - $ -
20 Remaining balance on the GFD {607,000} : N
21 Cash Credits - DIP - (2,675,000} {6,000,000)
2 MS, {1,900,000 -

2 al Cash Crodirs 3 (1,900,000)] § (5,107,000) B (2,675,000 {5 (6,000,000
bl -
25 L.Cash paid ar closing $ 25,662,281 | § 7,275,756 $ 24,894,773 | 25,000,000
2

27 $.Lash Available at Close from Nehtar's Bank Account:
28 Cash Avallable st Close Jrans Dabtor's Bank Accounts $ 330,000 | % 328,161 328,161 | $ 328,161
29 Estimated QA receipts B 7,100,000 .
30 Escrawed DIP Proceeds 4,500,000 -
31 halance an the GEQ 607,000
32 |Intal Cash Avallable at Close from. Dentacs Bank Accounts < 330,000 [ § 12,535,161 $ 328,161 | 328,161
EE)
34 | Uses of Caen
35 t Cash. able for Distributinn 5 25,992,281 | 8 19,810,918 $ 25,222,935 | $ 29,328,161
3%
a7 ing Claims
38 ecmp OIP | oan I3 2,675,000 | § 2,675,000 s - 15 2,675,000
39 | Total 3 Claims s 2,675,000 | $ 2,675,000 5 - s 2,675,000
40
at ive Claion,
a2 Accrued Employee Payroll and PTO $ $ 5 $ 1,919,381
43 COBRA Liability - - 500,000
44 WARN Liabllity - - -
45 Ordinary Course Administrative 1,100,000 1,100,000 1,100,000 1,100,000
46 503(13)(9) 149,583 149,583 149,5133 149,583
47 Professional Fees 800,000 © 800,000 800,000 800,000
48 LS Trueten Eops 50,000 50,000 50,000 50,000
49 | Tatal Claims < 2,099,583 2,099,583 2,099,583 | § 4,518,964
s0
51 | Prinrily Tan Claims s 42,664 | $ 42,664 s 42,664 | $ 42,664
52

53 L Cure $ 2,911,690 1 ¢ 2,911,690 s 2,911,690 | ¢ 2,911,690
54
55 | Secured Clajm

56 Physicians Hospital Management, LLC s 6,685,770 $ 6,685,770 | $ 6,685,770
57 Corwin Medical Group, Inc. 701,247 701,247 701,247
£ Tax Clalms . 9,936 9,936 9,936 9,936
59 California Office of State Health Planning and Development 3,589,705 3,589,705 3,589,705 3,653,705
60 D of Health Services (Medl-Cal) ' 5,137,719
61 |Iatal Socured Claim. 3 10,986,658 | 3. 3,599,641 s 10,986,658 | $ 16,194,376
62

63 |_Priority Non-Tax Claims 5 79,923 | $ 79,923 5 79,9231 5 79,923
b4

65 | Beserve for Disputed Claim: Py 100,000} § 100,000 3 100,000 | $ 100,000
66 .

67 | Beserve for | Debtor and L Trustee Fees 3 100,000) $ 100,000 (3 100,000 | $ 100,000
[ B

&9 | Besprve {or Other Labllitle: 4 - 3 - -

70

71 | TotalPriacity, and Secnrpd Clajms 3 18,995,518 | ¢ 11,608,501 $ 16,320,518 | $ 26,622,618 °
2

73 (JXotal Suralys {Oeficit} tq Pdacity. and Securend Claims s 6,996,764 8,202,417 < 8,902,417 | 8 2,705,544
7%

75 | Total Surplys (Defiejt, W 1l Creditor 5 6,996,764 | $ . 8,202,417 s 8,902,417 | § 2,705,544
7%

77 | General L Cinimn:

78 All Unsecured 3 2,846,952 | § 5,726,952 $ 7,846,952 $ 7,846,952
79 CMS 1,900,000 1,900,000 1,900,000
80 Reserve for Rejection Claims .-

81 Accried nterest to Unsecured 38,401 28,026 38,401 28,026
82 | Tatat} Clagn: 5 7885353 5 7,654,978 < 9,785353|' s 9,774,978
] y

84 |3 Payout @iuly 31 2012 89%} 100 91% 28%
85 |L Pavout @ August 34,2012 89%) 83! 914! 9%
26 Payaut @ an_7012:. _B9%] 24%| 9194 2%
87

88 | Not Cach Deficik) to | Gredjtors < (888,589)| $ 547,439 s (882,936% s (7,069,434)
89

90 ) Ciaim;

o1 Physicians Hosgpital Management, LLC s 1,720,000 $

92 Corwin Medical Group, Inc. 400,000

93 Accryed interest on Ll

94 { Total j L Clajms, 3 5 2,120,000 s

95

96 [ Subardinated Unsecured Payout N/A 26% N/A N/A

30th. M
“'Per the WHA agreement any excess cash alter o 100% payout to unsecvreds will be returned 10 VVHA.

DRAFT

The June 14th term sheet provides for 52.3 mm of additional DIP finanding to be forgiven at Closing which shifts the burden of the operating losses from the creditors to the Buyer through September
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Samuel R. Maizel (CA Bar No. 189301)

Scotta E. McFarland (CA Bar No. 165391)

Mary D. Lane (CA Bar No. 071592)

PACHULSKI STANG ZIEHL & JONES LLP

10100 Santa Monica Blvd., 11th Floor

Los Angeles, California 90067-4100

Telephone: 310/277-6910

Facsimile: 310/201-0760

E-mail: smaizel@pszjlaw.com

smcfarland@pszjlaw.com

“mlane@pszjlaw.com

Attomeys‘ for Victor Valley Community Hospital,
Debtor and Debtor in Possession

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA

SANTA ANA DIVISION
Inre: : CASE NO. 8:12-12896-CB
VICTOR VALLEY COMMUNITY CHAPTER 11

HOSPITAL,

Debtor. NOTICE OF FILING EXECUTED

- SALE AGREEMENT
[Related to Docket No. 2162]

Hearing '
Date: June 27, 2012
Time: 2:30 P.M.
Place: - U.S. Bankruptcy Court

Courtroom 5D
411 West Fourth Street
Santa Ana, CA 92701

DOCS_LA:255605.1 90231-002

Desc

FOURTH AMENDMENT TO ASSET

' Judge: Honorable Catherine E. Bauer
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| TO THE HONORABLE CATHERINE E. BAUER , UNITED STATES
BANKRUPTCY JUDGE AND ALL INTERESTED PARTIES:
Victor Valley Community Hospital, the above-captioned Chapter 11 debtor and debtor in

possession (the “Debtor”), hereby submits the executed Fourth Amendment to Asset Sale

Agreement.

PACHULSKI STANG ZIEHL & JONES LLP

Dated: June 28, 2012
By  /s/ Samuel R. Maizel

Samuel R. Maizel (CA Bar No. 189301)
Scotta E. McFarland (CA Bar No. 165391)
Mary D. Lane (CA Bar No. 71592)

Attorneys for Victor Valley Community
Hospital, Debtor and Debtor in Possession

.1 90231-002
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FOURTH AMENDMENT T O ASSET SALE AGREEMENT

This Fourth Amendment to Asset Sale Agreement (the “Fourth Amendment”) s made
and entered into as.of June 28, 2012 (“Amended Effective Date”) by and among Victor Valley
Commumty Hospital, a California .nonprofit public benefit corporation.(“Seller”) on the one
hand, and Victor Valley. Hosptta] Real Estate, LLC, a California limited liability: corporation and
Victor Valley Hospltal Acquisition, Inc,, -a Cahforma corporation or its -petmitted assignee
(“Purchasers”) on the other hand

A Seller and. Purchasers are, partles o' an Asset Sale Agreement, dated October 29,

2010, as: amended (the “ASA” ferms deﬁned in the ASA are used herein. as, theretn defined,;
provrded that for purposes of the. ASA the term Fourth Amendment shall mean this’ Fourth‘
: .Amendment Gated-as of: June 28 2012) pursuant 1o, Whlch among other thmgs Seller agreed to
-sell,~and. Purchasers . agreed 10 buy, the Alsets, rncludmg an acute care. hosprtal located in
- .Vtctorvrlle, Caltfomla _ . . , ,

'B.', On or about ' :
ale Agreement dated December 23, 2010.

C. On or- about F ebruary 24 2011 Seller and Purchasers amended the ASA pursuant
to the Second Amendment to Asset Sale Agreement dated February 24, 2011

: JD":}‘ On or_ about March 31, 2011 Seller and Purchasers amended the ASA pursuant to
-the Thtrd ,Amendv" nt to Ass_ o ‘

_Sale Agreement dated March 31 20] l

-respect to the Purchaser s Prlor Contenttons and ell 'S Prxor Contentlons

' tiF‘. - Seller and Purchasers have now agreed wrth the support of the Credltors
Committee, to proceed ‘with the sale and purchase of the Seller s Assets pursuant to'the ASA, as
further amended by this Fourth Amendment. :

G. The Bankruptcy Court ‘has prevrously approved on May 26 12011 2 Fourth
Amendment to the ASA (the “Prior Fourth Amendment”) but such’ amendment was never

implemented. This Fourth Amendment.supersedes and restates in its entirety the Prior Fourth

Amendment.

1116440171

""'?23 2010 Seller and Purchasers amended the ASA

Desc
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AMENDMENT

12 Purchase Pnce SubJect to the terms and condltlons of this

One .d.recl Thousand Dollars ($6 lOO 000) under the Medl-Cal Llablllfy, plus

AK the assumption of. the Accrued: Payroll and Accrued Paid Time ‘Off owed at

'Closmg by-Seller, plus (3) the. assumption of the" Phys1c1ans Hosp1ta1 ‘Secured
‘Clalm “and’ the Corwm Secured Clalm (the “Secured Clanms”) at Closmg

4 2. Sectxon 13 of the ASA (Good Falth Deposrt) i hereby amended in its- entlrety to
read as- follows '

prov:ded in paragraph 3(d) of the Order Authonzmg the Sale of" Substant1a11y All
of the "Debtor’s ‘Assets “Frée and Clear of Liéns, Claims, Encumbrances and
Interests etc. entered on December 3, 2010 (the “Sale Order™), to fund a Debtor-
in<Possession Loan made by Purchasers to Seller (“DIP Loan™). PSZJ Counsel,

. pursuant to a court-approved stipulation; Docket No. 1605 currently holds in

escrow the amount of $5,100,000 (“PSZJ Escrow Amount”) related to the Initial
Deposit and/or the DIP Loan (“DIP Amount”). Subsequently, Purchasers have
delivered-to the trust account of Weiss and Spees, LLC (“Weiss Trust Account”)
an additional cash depos1t in the amount of $5,000,000 (the “Additional Good
Faith Deposxt” or “Additional ‘Deposit”; with the Initial Deposit and Additional
i ed to collectwely as:the “Good Faith Deposxt” OF, “Deposxt”) Any
ting allior a ortron_of the Good Faith. Deposzt that are iow or in the
¥y 1rst Amerlcan itle: (“Escrow”) will be held pursuant 1o the terms

1116440.172

1. Sectron 1.2 of the ASA (Purchase Pnce) is hereby amended in its entlrety 1o read
as follows: o

Case 8:12- bk-12896-CB - Doc 2176 Filed 06/28/12 Entered 06/28/12 21:27: 54 Desc
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of the Restated Good Faith Deposit Agreement, consistent with the provisions of

“the Fourth Amendment to the Asset Sale Agreement -(“Fourth Amendment”)

dated effective as of June 28, 2012 (the “Fourth Amendment Effective Date”),
executed by 'Seller, Purchasers and First American Trtle pncr to or- concurrent

t shall i trizst by PSZJ Counsel: Thef'
s non~refundable regardless of the te_rmmatlon of this Agreenrent.:

'Addlttonal .Good Farth Deposrt m the event that Purchasers terrnrnate this

Agreement pursuant to'the’ terms set forth ,1n.Sect10ns 9. 1(c) 9: l(d) S l(g) 9 l(h)

of the ‘Seller and Purchasers with respect to the allegatrons of breach of the

- Agreernent or with respect to the Initial Good Faith Deposit, the DIP Amount.or
the * remalmng ‘amount of the Initial Deposit, including without limitation; of
Purchasers in respect of any orders entered by the Court with respect to the DIP
Loan made by Purchasers to Seller. :

. In recognition of Seller’s-need for additional- working capital, to support
the Hospital’s -operations until the Closing Date, Purchasers and .Seller have
entered into an extension and amendment of the DIP Loan (the “Updated DIP

Loan™);: pursuant to that certain propcsed Fourth Amendment 10 .and Agreement

Wrth Respect to Post Petrtlon Revolvmo Credrt and Secunty Agreement: (“DIP

1116440173
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Fourth Amendment”) .and - Order  approving the Updated DIP Loan being
separately filed with the Court (“DIP Loan Extension Order”). The Updated
DIP Loan provides for the advancing of funds in an initial amount of One Million

__Dolla: "$l; OOO 000) by June: 30 2012 and subsequent monthly advances of up to
) -an " “Updated -DIP. Lioan Advance”,

vances”) to.the extent the Closing Date
_ddressed at Sectlon 1 4 to: be used to meetl

week each ‘rmonth subsequent to June 2012, to the extent that the Seller s receipts
are msufﬁment to. such’ pay operatmg expenses and prov1ded further that the
maximum -amount -of- all Updated DIP Loan Advances, in the aggregate, shall be

Four Million Dollars (84,000,000) (the “Updated .DIP Loan Limit”). The .

Updated :DIP Loan Advances after the initial Updated DIP Loan Advance shall be
' ' ’ reasonably approved by the Purchasers The total

( s:f'Angeles, Cahfomla 90067 or: at such other place and

Tee (“Closmg ‘Diate”); provided, however, that all
er iatters: requlred to be completed by the parties as

of the Closmg “Date have ‘been or - will - ‘be“comipleted on suich date: However, -

subject to Section 9. l(h), the Closing Date shall be extended, for successive
monthly penods (ice. until the-end ofthe subsequent month for.each extension) if
the Closing has not occurfed bécause the Parties have not yet received the
Attorney General’s approval of the Fourth Amendment, and the Agreement as
thereby modified; as required herein, and this Agreement has not otherwise been
‘terminated. However, for each month by which the Closing Date is extended
pursuant to the preceding, the Purchasers shall provide Seller an additional
Updated DIP Loan Advance of up to One Million Dollars to the extent needed by
‘Seller, and- “which - will solely -be -used by -Seller, to meet Seller’s -current
"-.opera‘uonal needs not covered by Seller s recelpts for that, month ‘and subject, in

1116440.174
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all cases, to the Updated DIP Loan lert and the terms of the DIP Fourth
Amendment and DIP ILoan Extension Order. However, in the event that
Purchasers have not, as of the Closing Date, obtained a new license from the
Calrforma Department. of Public. Healthand Medicare and Medi-Cal certification
- & or:amy, other Licenses, ‘the- Closing shall
wichasers ‘shall, to ‘the. extent legally
agement "and Lease Agreement "The
C . deemed-to. have occwred and 1o be
_ effectxve as between the 0001 .1 ‘Pacific. time ‘on ‘the next day
after ‘the Closlng Date (the “Effective: Tlme”), ‘and’ Purchasers wrll subject to'the
terms of the Interim Management and Lease: Agreement take possesswn of, own
-and operate the Hospltal begmnmg on the Effectrve Trme S

A4. «Section 1.8(D) of the ASA (Acqulred Assets) rs hereby amended in 1ts
entrrety to read as follows .

hare T 'lacement payrnents (Welfare & :
i€ “after June 1, 2012 (“Payments
€ ts”) regardless of the Staté ‘fiscal year for
-which"the DSH,Payments dre fiade i referérice to and regardless of the State
-.ﬁscal year for Wthh the data was denved to - calculate ehglblhty for such

afier- the Paymen s- Transr on Dal e"'(the _ ementa vPayment's”), regardless
of “the ‘State fiscal year for which the Supplemental Payrients are made in
reference to-and regardless of the State fiscal year for which the data was derived
1o’ calculate eligibility for such payments The parties acknowledge and agree that
Supplernental Payments aré made to an eligible hospital for a State fiscal year,
and that payments for a particular State fiscal year may be made during or after
such state fiscal year, Notwithstanding the foregoing, the parties hereby confirm
that it is the express intent of the parties that Purchasers shall receive the benefit
of all Supplemental Payments received on and after the Payments Transition Date
regardless of whether the payments are made in reference to a State fiscal year

rPayments were calculated based bn data reported for a State fiscal year prror to
the Payments Transition Date '

1116440.175
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“6. - - Section 1.8(n) of the ASA (Acqulred Assets) 1s hereby amended in its

entirety to read as follows:

" (m)  all.payments.made pursuant 10 the Medi-Cal. Hospital Provider
Rite Stabilization- Act (Chaptcr 627, Statutes of 2009, Assembly Bill. 1383;
October 1, 2009) (Welfare & Institations Code Sections 14167.1 — 14167.17), all
payments made pursuantto-the- Medi-Cal Hospltal Rate Stablhzatlon Act'of 2011,
as-a result of Senate Bill 90, .and all paymients, pursuant 10 similar or.follow-on

'-'»quahty assurance or- rate- Stabilization” leglslatlon mcludmg“"' ithou "h_rmtatlon‘

kH

Senate Bill’ 335 (collecuvely, the “QA" Follow-on Leglslatlon ")-and from: the

onPayients are.made in réference to
/hich, the data was derlved to

Inc., IPA “and “its’ afﬁhates owners, fiembers, partners managers dlrectors,
ofﬁcers and: employees (excludmg Physicians Hospital Management, LLC),
(i) the relanonshlp and agreements ‘between. Seller and Victor Valley- Hospital
Acquisition, Inc and/or Victor 'Vallcy Hospital Real Estate, LLC, and their
respective affiliates, owners, members, partners, managers, directors, officers,
agents and employees (collectively, “Purchaser Parties™); provided, however,
that nothing herein shall be interpreted to impair the Seller’s rights to use
available defenses, offsets and claims the Seller has against Corwin, as applicable,
in'the defense of, and as an offset against, any cla1ms asserted against the Seller or
the Seller’s estate by Corwin; _

1116440.176
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8. Section 1.9 of the ASA is amended to add the following new
subsection (u) (and existing Section 1.9(u) shall become Section 1.9(v)):

(u).,noththstandmg -‘Se_ctlon 1 8(n) above the ﬁrst Seven. Mllhon One

ate. . caﬁse ’rhe QA Follow—on Leglslatlon
' over “the full period - covered by. such QA
ab]es. the clear allocatlon of Stablhzatlon

‘the tota] tabilization :,-ayments shall be deemed to be apphed ona pro

sxich pro rata equalm nthly'a._“ Gation.

- 9 : Secuon 1. 10(e} of the ASA is amended in its entirety to read as follows

' 11 Artlcle 2 ‘of ;the- ASA-{(Seller’s »Representatlons) is hereby amended by '
addition of the followmg language to'the end of the initial, introductory sentence thereof:

and Seller shall be deemed to remake all of the following representations,
warranties and covenants as of the Closing Date:

12, Section 2 7(b) of the ASA is amended by addition of the following to the
end of this Section:

As of the Payments Transition Date, the Hospital currently meets
‘applicable requirement to have 100 beds or more as-sufficient for the Hospital to
be treated more favorably than hospitals with fewer than 100 beds for purposes of
‘payments under. the Medicare: Dlspropomonate Share - ‘program, under applicable
laws .and regulations. including “without ‘limitation pursuant to 42 U.S.C.

1116440177
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-§ 1395ww(d)(5)(F) and, except for matiers seitled pursuant to the CMS
Settlement “(addressed at.Section °8.10), ‘the’ Hospltal has ‘not submitted. any
billings, or received any payments, not permitted under the Medicare
Drsproportlonate Share program as noted above

13. Sectxon 4 4 of the ASA (Cooperatron) is hereby arnended by addition of
the. followmg to- the end of; such sectlon

- ad .”uon Seller shall to .the . extent necessary. in the: Purchasers
any prevm'us motions of court orders related 10" assump‘aon or

‘ ll (the: “Prrme .
,,‘Healthcare,Management,* Inc. or any of its

amendments cont' ihe Fourth Amendment subJect to conditions that are
acceptable to-Purchasers i in thelr teasonablée d1scret10n

15.  Section 7.6 of the ASA (Attomey ‘General Approval) is hereby amended in
its entirety to read as follows:

7.6  Attorney General Approval. The California Attorney General shall
have approved the transactions contemplated by the Agreement as amended,
including without limitation, the amendments contained in the Fourth
Amendment, subject to conditions that are acceptable to Seller in its reasonable

drscretron

1116440178 -
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16. Article 7 of the ASA is_ herehy arnend__edto add the follondng_new Sections

7.8, and 7.9:

7.8 The Bankruptcy Court. shall have entered an .order, .or orders in

form-and substance acceptable to Seller in-its reasonable drscretton whrch order
shall ‘among other things, (i) approve the Fourth Amendment and this Agreement
as'so amended-and (i) authorize the Sale pursuant to the terms of this Agreement

".as 50 amended by the Fourth Amendment

7 9 Sel]er has sufﬁc1ent'cash: at C]osrng, mcludmg from ‘the Cash

'Purchase Pricé; to. pay off the. secured.loan to the. California Ofﬁce of Statewide

Cwith approxrmately '$3,599,641 ‘currently
’),_ to pay: all amounts die.and- ‘outstanding

‘under or in reSpect of the Prime DIP :Loan Agreement .and thé Prime Consultmg
' '-Agreement -and to’ pay all amounts and ‘payments, requ1red fo. be made- as cure

‘payments in- ‘connection’with the" assumptlon and asmgnment of the-Assumed
. Contracts and Assumed Leases :

' l7 Sectlon 8.7, of the ASA (Attorney General Approval) is hereby amended in
its entrrety to read as’ follows

'al_.Approval The Callfornla Attorney General shall

.v»Agreementu as . amended:» by. the Fourth Amendment' (n).approve the Fourth
" Amendment. and-the. Agregmeént-.as so ‘amendéd, including the releases, and

-(iid)- autherize. the Sale free ‘and-clear. of all' claims, -liens, encumbrances and
initerests, includihg any.claims, liens, -encumbrances and interests incurred after
the. Petltxon Date, pursuant to the terms-of this Agreement as 5o amended by the
Fourth Amendment, and such order. shall ‘have become a Final Order; provided
that the Purchasers may waive the requirement that the order be a Final Order.

8.9  The Bankruptcy Court shall have entered an order, prior to July 31,
2012, in form and substance satisfactory to the Purchasers in their reasonable
discretion, approving a stipulated agreement, in form and substance satisfactory to
the Purchasers in their reasonable discretion, by and among the Seller, the

'Purchasers ‘and ‘the- Federal Govemment (the “CMIS Settlement”) which provrdes

for: ‘the. assumptron By the Seller ‘and - the': assrgnment 10" the Purchasers of the

1116440.179 -
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Seller’s Medlcare Provider Agreement and provider number without Purchasers
! incurring successor habrhty forthe “known Medicare Drsproportronate Share or
other Seller Cost Report liabilities for periods at least prior to October 1, 2009
provided that such release may be subject to the general quallﬁca‘nons typreally or
customarily required by CMS in its settlements (the “CMS Agreement”).

'8.10  Seller (a) has sufﬂcrent cash at Closing, including from the Cash
Purchase Pnce 1o pay.in full ‘the secured debt owed to the California Office of
»,Statevwde Health Plannmg and Development to pay all amourits- _due and
outstandmg under o in Tespect - of the Primé DIP. Loan ‘Agreement and the Primé
Consultmg Agreement and to pay all amounts and payments requlred to ‘be made
as".cure paynrents in'connection : with - the'fassumptron angd: assrgnment of ‘the
~'Assumed' Contracts ssumed Leases, in ding any payments .due ‘under’the
CMS, Settlement,’- ngd.. (b) as, ‘to..the - satisfaction of Purchasers, arranged or

‘ prov1ded for the payment 1 ,full of the obhgatrons set forth“in (a) aboye .4t the
Closrng ‘ .

19, Sectron 0.1(D), of, the ASA (Court Approval) is hereby amended in its
entrrety 10 read as follows :

(r) by. _e]th T Purchasers or. Seller 1f the Bankruptoy Court enters an order

N

ent1rety 0 read'as follows

(h) by elther Purchasers or Seller 1f the Closmg has Dot occurred (other

4Attorney General'.-' shall* hiave® vapp'roved-:,the lffransactlons contemplated by this
Agreement, -as- amended by -the-Fourth Amendment and as.further addressed
therein has not occurred on or.before the Closing Date

@ by Purchasers if the Hospital, prior to Closing, loses its CLIA
certification for the Hospital, through the termination by CMS of its forbearance
on suspension or other remedies relatéd to previously raised issues over the CLIA
or otherwise, or CMS indicates that it will not or cannot maintain Seller’s CLIA
certification after Closing through the term of the Interim Management and Lease
Agreement.

22. Section 11.2.2(a)(v) of the ASA'is amended by addrtlon of the following
language to the end of this. provision:.

11164401710
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. -3 provided, however, that . neither this Section 11.2.2(a)(v) nor
Sect1on 11,2:2(2)(iv) shall limit or restrict any of Purchaser’s indemnification
rights related to, or based upon Medi-Cal and related- liabilities, with respect to
periods ending prior to the Effective Time or other Excluded Liabilities.

23.  Inconnection with this Fourth Amendment, Seller and'Purchasers agree to
settle the:r d1sputes w1th respect to the Purchaser S Prior. Contentlons and Seller’s Prior

ASA ‘as hereby am‘,nded Wthh
herew1th ‘ o

: a.  Seller, on behalf of 1tself and .on behalf of the.Seller’s bankruptcy
estate and on behalf of: a11 representatlves“ uccessors 'd'f:asmgns of the Seller and the

T ( “the ] . contemplated pursuant to thls Fourth
Amendmen are not mtended Yo, ahid's all-‘not Teléase the parties of their. obligations to
proceed ‘with the transactions, ‘or offierwise perform their obligations, pursuant to the
terms of the ASA, or prospectively limit the terms and conditions of the ASA, as

~ amended. by . this. Fourth ‘Amendment ‘and . the - earlier amendments In addition, the

releases will be spec1ﬁcally documented pursuant fo the attached Settlement Agreement,
the terms of which shall control in the event of any conflict between the above summary
agreement and the Settlement Agreement terms. The releases and waivers contained
herein, and the Settlement Agreement, shall be subject to the same conditions to, and
timing of, effectiveness, as addressed at Paragraph 26 for the effectiveness of the Fourth
Amendment as a whole and the condition that they will only be effective upon the
Closing under the ASA. -

1116440.1711
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24, The ASA is hereby amended to replace Exhlbnt 1.5. 10 to the ASA with
Exhibit 1.5.10 attached hereto. .

25, For purposes of thrs 'Fourth Amendment and the ASA,. the ferm Frnal

¢ tltlon for re-a.rgument or reV1ew, or request for other revrew or reheanng
quested ‘ot is:pendirig; and (111) as to, which:the time.for filing a notice of
peal’or a request or petition for certloran review, re~argument or reheanng shall have

explred

26, Notwrthstandmg any other term herem the effectlveness of this Fourth
: b ‘

.the requlremen it the order be a Fmal Order

Fourth’ Amendment By srgnmg thlS Fourth Amendm. t both Seller and Purchasers are
.reafﬁnmng the ex1stence of the Agreement as _ame by this Foturth ‘Amendment and -
the prior ariendments (except the Prior Fourth ‘Amendment), and that it is a binding
‘agreement among such parties. In the event of any conflict between the terms of this
Fourth Amendment and the terms of the ASA and prior amendments thereto, including
without limitation in the Prior Fourth Amendment, the terms in this Fourth Amendment

shall be controlling and supersede such conflicting terms.

28.  This Fourth Amendment may be executed by one or-more of the parties hereto on
. any number of separate ceunterparts (mcludmg by te]ecopy) ‘and all of said counterparts taken
'together shall’be deémed to° constztute one and the same instrument,

11164401712
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R m WITNESS WHI:RBOF thxs Fourth Amcndment has'been c6difed By the parties

SELLER:

. VICTORVALLEYC MUNITY osprm.
a California corporation: -

Title: .Cﬁéi;fhaﬂ.la_h;i}éso - ‘

11164404713
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- INSWITNESS. WHEREOF this Fourth Amcndment has been duly exccuted by the parties
set forth below as of the due first written above,

PURGHA’SERS' : . SELLER:

V} CTOR VALLEY HOSPITAL, ACQUISITION INC VICTOR VALLEY COMMUNITY HOSPITAL
’ ' o 'a Cahfomla coxporatxon

: By /é/%
: "Name Edward - Mn:Hhew_: '
Its Lodtecim Crie€ Cuearlie Oiicec

11164401713
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SETTLEMENT AND RELEASE

. This: Settlement Agreement and Release (“Release™) is entered into as of [ ,2012]
(“Amended Eifective Date”) by- and among Victor Valley Community Hospital, a Cahforma
nOnproﬁt pubhc beneﬁt corporatlon (“Seller”) on the-one hand and Victor Valley Hospltal Real
lnc a Cahforma corporatlon or its penmtted assrgnee (“Purchasers”), on the other hand (Seller
and: Purchasers are collectively referred to hetein as the “Parties™).

' A.f The Parties entered,into.an Asset Sale Agreement, dated October 29, 2010, as
-arnended (the: “ASA”; termis defined i in the ASA are used-herein as therein deﬁned) “pursuant to

--which; among- other thmgs Seller agreed to-sell, and Purchasers agreed to buy an.acute care

'hospltal located in Vlotorvﬂle Cahfomra

' B | On or about December 23 2010 the Part1es arnended the ASA pursuant to the
Amendment 1o Asset’ Sale Agreement dated Décember.23,2010.

, ‘€. . Onoer about February 24, 2011 ‘the ‘Parties-amended the ASA pursuant to the
Second : ndmentto Asset:Sale Agreement dated February 24 20]1

R : y
May 25 2011 (“M etter.-.:),-:-Purchasers contend among other thmgs that Seller.had not,
in all Tespects, performed.its obligations under-the ASA, and contend that certain conditions to
closing had not been met,

G.  For reasons explained in a letter sent to Purchasers by Charles E. Slyngstad on or
about May 27, 2011 (“May 27 Letter”), Seller contends, among other things, that Purchasers’
notice of breach contained in the May 25, 2011 Letter was defective because Seller had not
breached the ASA and there had been no failure of conditions. :

H. For reasons explained in a letter sent to Purchasers by Charles E. Slyngstad on or
about July .5, 2011° (“July 5 Letter”) Seller. contends that it terminated the ASA, as then

1117178.3

.:’Swanson on or. about ,

Desc


http:Fdl)f.th
http:ari:tong-:�oth.ir

Case 8: 12 bk-12896-CB  Doc 2176 Filed 06/28/12 Entered 06/28/12 21:27:54 Desc
Main Document Page 19 of 44

amended, and arnong other things, that Purchasers were in material breach of the ASA and had
failed to satisfy conditions and close the transaction. -

1. For reasons explained in a letter sent to Seller by Todd E. Swanson on or about
July 14, 2011 (“July 14 Letter”) Purchasers contend that Seller’s termination of the ASA was
not. proper .

'tlon for entenng mto the Fourth

NOW THEREFORE in con51derat10n of the mutual promrses contained herein and in the
;accompanymg ‘Fotirth- Améndment,” and for. good con51derat10n the sufficiency of which is
hereby- acknowledged the Parties : agree-as follows, effective, with no further actions required by
.any, of the Parties or any other party, concurrent with and upon the Closing of the transactlon
pursuant to the ASA ‘as amended mcludrng pursuant to the Fourth Amendrnent : '

: -.:Clalms Released By'Sell_e‘r | Except for a. clalm to enforce the terms of ‘this

the bankruptcy
e 'Seller -Qr -its
ptcy'oase) and
vocably release and
i shareholders,

does fully and 1rrevocably release arid forever dlscharge Seller Releasees from and
against any and all ¢laims, liabilities, demands, obligations, losses, causes of action and
sults of any: klnd or nature whether known or unknown wh1ch any of them has, had or

Date, 1nclud1ng without limitation those 1dent1f1ed in the May 25 Letter and any other
claims of breach by Seller of its representatrons and obligations under Sections 2.9 and
4.5 of the ASA, based upon claimed material discrepancies and irregularities with Seller's
Financial Statements (as deﬁned in the ASA) and claims of breach by Seller of its
regulatory representations. Purchasers further waive and rescind the claimed failures of
conditions to Purchaser’s obligation to close identified in the May 25 Letter.

11171783
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4, Mutual Waiver of California Civil Code Section 1542. Seller Releasees and
Purchaser Releasees each expressly waives any rights conferred upon them by Section 1542 of
the California Civil Code, and expressly consent.that this Release shall be given full force and
effect according to all of its terms, including those terms relatmg to unknown and unsuspected
claxms if any. Sec‘uon 1542 provrdes as follows .

TH SE, - KNO i;ev. M'-:"MUST HAVE
MATERTALLY AFFECTED HIS SETTLEMENT WITH. THE
DEBTOR. |

5. No Modrﬁcatlon of AS’A _Notwrthstandmg the terms hereln the Release is

don '.t.fadrmt that they, of afy. of them have
. rule, order regulanon or. other contract or legal .
thereof

duty, or incurred- any ability;on ACC

7. Govemmg Law. This: Release shall be governed by and construed in accordance
wrch the. laws of the State of Cahforma

in favor of or agaifnst any party, re €SS
of its terms. Any rule of construc hat a document 1s to be construed agamst the draftmg ‘

party shall not be apphcable 10 this Release '

10. © No Assrgnr_nent. Each of the Parties to this Release represents and warrants that
there has been no assignment or other transfer of any interest in the claims which it or they have
or may have that are being released herein.

11.  Authority to Enter into Apreement. Each of the Parties represents and warrants
that any person executing this Release on its behalf has the full right and authority to enter into
thrs Release on beha.lf Qf Sald parcy and has the full nght and authonty to execute this Release

11171783
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and to fully bind that party o the terms and obhgatlons of th1s Release. Each ‘of the persons
signing this Release on behalf of the Parties hereto makes the same warranties referred to herein.

12.  Successors and Assisns, . The terms of this Release shall be binding upon the

Parties and their agents, officer, directors, employees successors, assigns and insurers.

13. ansu]tatlon wﬁh Counsel Each-ofthe Pames to.the Release represents and
warrants- that this'Release has been voluntanly andaknowm 1y executed by the Parties after
) ; el The Patties declare'that they know and
E Release and ‘thatthey have executed it voluntanly

If any. werq clause phrase sentence, Or paragraph of this Release is
.p,o'rtlon shall be con31dered mdependent of and severable

; O PITAL ACQUISITION Inc., VICTOR VALLEY COMMUNITY HOSPITAL,
' 1fom1a corp@ratlon . - -a California corporation

By:© o . By:

 ICTOR Y ALLEY HOSPITAL REAL Bs7aT, LLe, UNSECURED CREDITORS COMMITTEE

a Cahfomla limited hab1hty corporatmn

11171783
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EXHIBIT 1.5.10

INTERIM MANAGEMENT AGREEMENT

 AND LEASE



' Case 8:12- bk 12896-CB  Doc 2176 Filed 06/28/12 Entered 06/28/12 21:27:54
Main Document  Page 23 of 44

INTERIM MANAGEMENT AND LEASE AGREEMENT

This Interim Management & Lease Agreement (this “Agreement”) is made and entered
into this [ ] day of 1 2012 by :and. between Victor Valley Community Hospital, a
California -nonprofit public - benefit corporation (“Licenisee”), and Victor Valley Hospital
Acqu1s1t10n lnc a California corporatron or its pemntted assrgnee (“Manager”)

. WHEREAS Llcensee is the’ lrcensee of that certain general acute care hospital commonly
r.known as" Victor Valley Commumty ‘Hospital andlocated.at 15428 11" Street Victorville,

~ California (the “Faclhty”)

WHEREAS Licensee, as Seller, and Victor- Valley Hosprtal Real Estate, LLC, a
California hrmted liability corporation ‘and Manager (collectively, “Purchasers ", entered into
an Asset Sale Agreement dated October 29, 2010., -as amended, including pursuant to that certain
'pr ' "'..Fourth Amendment 1o the Asset Sale Agreement (the “Asset Sale Agreement”)
: ]_

vals™); L1censee and Manager desrre to
contmued cooperatron and management of |

mamtam a possessory interest in the Fac111ty and ‘the Assets will be leased back to Licensee
pursuant 1o this Agreement nevertheless Manager desires to and shall assume the management
of the Facility as provided herein. - :

WHEREAS, the parties acknowledge and _agree that Licensee is and shall remain the
responsible Licensee of the Facility, fully liable and legally accountable at all times to all
residents and governmental organizations for all patient care funds, and all other aspects of the
operation and maintenance of the Facility, with ultimate authority and responsibility for the
operation of the Facility at all times until the Licensure Date,

10967976
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NOW THEREFORE, .in conszderatlon of the covenants and conditions eontamed herein,
and for other good and valuable consideration, the receipt and sufficiency of Whlch are hereby
aeknowledged the partxes hereby agree ag follows:

' f‘l. Term _'The term of this Agreement shall commence concurrent with the Effective
Time: (as-such term ‘is- deﬁned in the. Asset Sale Agreement the “Effectlve Time”), and shall
conitinue until'. termmated .m accordance w1th the prov1510ns of Secnon 7 below (the

Ne\;v Llcense is upheld or if Manager otherw1se has no reasonable hkehhood of obtalnmg such a
-New Llcense Ltcensee may requ1re, and hereby agrees 10 perrmt Manager to conduct a search

-;11m1tatlon Govemm nta Payments; and.- after 'the -_Llcensure Date the other prowsxons of this
Agreement shall apply only for, and to the extent applicable to, such limited purposes.

3. Management Responsibility.

3.1 During the Management Period, but subject to Section 2 above, Manager
shall have full management responsibility for the operation of the Facility and agrees to assume
and discharge all responsibilities, duties and obligations in connection with properly operating
and maintaining the Facility. in full compliance with all regulations and standards required of a
general acute care hospital facility so licensed. In furtherance of the above, Manager's services
shall mclude but not be limited to, the fol]owmg dutles :

1096797.6
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'(a)  Supervising  and hiring, orienting, training, promoting, directing,
assigning, disciplining and discharging all employees and staff of the Facility, including, without
limitation, the meeting of all professional staff requirements and including, without limitation, all
requlred and appropriate -credentialing, and verifying the qualifications .of employees, with all
Facility employees bemg employees of Manager. It.is further understood and “agreed that the
legal relationship. between- Manager and its- employees independent: contractors, and other
affiliated jpersonnel shall. not cause any of them to- become or. be treated as employees of

performance of employees and staff and as necessary, dlrectmg the estabhshment malntenance
distribution, lmplementatlon and updating of ‘policy and procedure manuzls needed for the
. operatlon of the Fac1hty 50, that the Facﬂlty Is'in rnatenal comphance thh all apphcable local,

B ;A‘ eenlent and: (y)any. deeds of tru t secun y'agreem ts and slmllar 1nstruments to whlch the
' ‘Facx 1ty i§subject; e A ' , T -

(f) Superv1smg and d1rect1ng employees and contractors of Manager with
respect to the billing of patients and where applicable, third party payors, including Medicare and
Medi-Cal, for services rendered at the Facility,'and managing Licensee’s accounts recejvable to
effectuate {he collectlon théreof, wtilizing the Licensee's provider numbers and presenting claims
under the Licensee's prov1der agreements for the Faclllty,

(g)  Processing and paying all accounts payable in a timely manner to maintain
good relationships with vendors and suppliers and avoid late charges or other fines or penalties;

(h)  Processing of payroll in a timely and accurate manner, including providing
for the payment with the Facility’s funds .of all payroll, withholding, and other payroll—related
taxes and beneflts .

1096797.6
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(i) Paying all rents, 1nsurance taxes, lease obligations and obligations under

this Agreement, as applicable, operating costs, and related expenses, before dehnquency or

penalty;

M Engagmg vendors and suppliers; purchasmg all necessary food, beverage,
personal care, cleaning, and gther: supphes and equipment for. the operation and maintenance of
"‘the Famhty $0.35 10 m1n1mxze costs and expenses Whlle mamtammg guality care;

NI k) Prov1d1ng all necessary bookkeepmg and accountmg for the operatlon of
'the Pac111ty, ' :

: (1) Prepanng and/or amendmg on behalf of Llcensee al] capltal and operatmg
budgets for the Facﬂny, - » : .

o : (n) Fulﬁlhng all of its obhoatlons under this Agreement or ‘any subsequent
"Iease pertalmng 1o the F aclhty,

thlSAgIeement o L

3.2 Manager shall supervise the prov1s1on of patient care at the Facility in
compliance with all applicable federal, state.and local laws.and ordinances, rules, regulations and
orders ‘of any- governmental or regulatory body having Junschctlon over the Facility, including,
without limitation, the Medicare and Medi-Cal programs, and the Healthcare Facilities
Accreditation Program, all as may be required to maintain and preserve all necessary licenses,
certifications, permits, consents and approvals to operate the Facility-as presently operated prior
to the’ ‘Effective Time. Manager shall use all commercially reasonable efforts to manage the
Facility in a manner that (i) results in the delivery of quality medical care, and (ii) eliminates
grounds_for complaints, 1nvest1gat10ns c1tat10ns -or,_adverse actions against the Facility or
Llcensee s’ L1censes (or mst Llcensee by Vlrtue of Llcensee holdmg such Llcenses) by any
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governmental authority -or third party payor or any patient or patient’s representative relating to
patient care or the operation and maintenance of the F acility.

3. 3 Licensee shall take mo action to obstruct, dlsrupt interfere with, or

. otherwise impair Manager in the. performance of Manager’s duties pursvant to this Section 3,

provided that Licensee shall.retain Tltimate - authonty over all operations.of the Facility to the
extent required by apphcable hcensure, certlﬁcatxon and accreditation requirements.

4.. 'Fmanclal.Res_ponmbl.llttes~an_,d Ar.r,-angements.

4'1 -During the- Management Period, Manager shall, for the account of
Llcensee and otherwise in accordance with£his Sectlon 4; undertake, manage, and administer the
timely billing of. patients and payors and -the payment of all Facility expenses and. accounts

jpayable ansmg ‘after the, Effectlz Date, -All' revenues:generated in the operation of the Facility

'ng the Management Penod to be its true and

(a) To‘"bﬂl Patient’s “in Llcensee s name on LlCCIlSGC S behalf and under
Licensee’s prov1der number(s), specifically 1ncludmg, without limitation, services provided to

Medicare .and Medi- Cal pattents during ‘the Management Penod and to. collect the revenue

therefrom,

checks money ord.e s, -1tS payments, - and othermmstruments recewed in payment of the
accounts recclvable resultmg from such blllmg

‘ .' ‘ 42 Speclal Collectlon and Bankmg Provtsmns

(a) To the extent ]egally perm1ssable and as quahﬁed below -for

'~Governmental Payments, Lxcensee also hereby afﬁnns -and: conf s the -assignment to- Manager

2§ -of: the Effective -Time Of all TEVENUES, “monies, accounts, -payments-and: other. proceeds

attributable to (i) the operation of - the Fac1hty from and. after the Effective Tlme, and (ii) prior

thereto as-and to the extent constituting Assets transferred pursuant to the Asset Sale Agreement,

- and-the products and proceeds.of all.of the foregoing items (i) and.(ii) (collectively “Accounts™),

together with all books, records, software and other items necessary to bill and collect same, with
the authority and power to bill and collect same.

(b)  All payments for Facility services during the term of this Agreement,
including without limitation payments received from Medicare, Medi-Cal and other programs
established by federal or state law ("Governmental Payment Programs") which require that
payments for healthcare services be made to the providers of such services (“Governmental
Payments”) shall be dep051ted 1nto the Spemal Aceount (as addressed below)

1096797.6
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(©  The Licensee shall, during the term of this Agreement, maintain its
existing collections/operations bank account, with account
number: (“Special Account”), at ' (the “Bank”),
1nto zw}uch the Manager and Licensee shall canse all Govemmental Payments,  and -all .other
i Accounts to be dep051ted Llcensee agrees to enter mto a.nd mamtaln a

'S ender con31stent w1th apphcable law pursuant
vhich:ths amounts, including without limitation, all Governmental
: ‘_ents, recetved mto the Spemal Accoun “shall be automat1ea11y transferred 10 the Manager's
Account or such -other account ‘as spectﬁed by Manager ‘or its. lender ("Transfer Reéceipt
Account”) at the end. of each business day. However, Licensee, shall have the right:as
contemplated in the Asset Sale Agreement to, remove ‘all of its cash m the Spemal Account

addressed above, not ~will ‘the Licensee or 1ts agents catise or agree to the termination or
, amendment of’ the Control Agreement addressed above

Wlthout hmttmg he-

(a) Licensee authorizes Manager to file UCC-1 Financing Statements
("Financing Statements") in order to perfect orreflect Manager's interest in the Manager AR;

(b)  Licensee authorizes any lender of Manager, under any Manager
Financing, as designated by Manager, to file any Financing Statements required by such lender
to perfect its security interest in Manager AR and agrees to enter into any commercially
reasonable collateral assignment of. this Agreement or Manager AR or similar document
requested by such lender.

' To be designated prior to.signing.
10967976 - ' o
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Notwithstanding the foregoing, Licensee shall not be, nor shall Licensee be required to
become, liable with respect to any such, WManager Financing, and Manager agrees to indemmify,
protect and hold the Llcensee Indemmﬁed Pames (as hereafter deﬁned) harmless from and

consequentlal and no matter how ansmg, in any way related to, connected WJth or ansmg or
resultlng ‘from any such Manager Fmanclng

5. Contmued Responsnblhty of Llcensee

5 1 “ It is unders‘_cood that dunng ’che Management Penod untzl the Llcensure

D ‘ acﬂlty 'and ‘as such 1s fully hable and ]egally
: t all tlmes to: all patxents and govemmentalh qrgamz_anons for all patlent care, and all.

Mana 2y ;such as a lender as an addmonal insured under the pohcy or pohcles 1nvolved during
the Management Period, Manager agrees to pay the premium and all other cost of such
insurance, including employment practices liability, workers® compensation, general liability and
professional liability, automobile, property and casualty or fire. In addition, Manager shall be
responsible for the cost of adding Manager .as an additional insured under the Licensee’s

directors and officers insurance policy.

1096797.6
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6. Indemnification. .

6.1  Manager shall promptly and fully keep and hold Licensee and its officers,
partners, employees affiliates, - representatives, successors and- assigns (collectively the
“Licensee Indemnified Partles”) forever harmless from and shall indemnify and defend the
Licensee Indemmﬁed Parties frorn and against, without regard to materiality, any and all
-obhgat)ons Judgments, ‘fines, -civil money penaltles sanctions, .liabilities, penalties, claims,

,losses costs, demands damages e nses, liens, .anc
St whethér crvﬂg or-criminal, dlrect 0T consequentlal and

eiated to-‘fconnected w1th or anslng or resultmg from

speelﬁcally prov1ded for in :the Asset Sale Agreement Manager is “hot assummg any
ty, expense,.debt of; other obhgatxon of Llcensee that relates to the Operatron of the

, 'Facﬂlty prror to.the Effectwe Trme '

7, Termination of"Managem'ent Agreement.

: arher tenmnated as - provided herem this Agreement shall

10 Entrre Agreement Th]S Agreement the Asset Sale Agreement and any other
agreements entered into concurrently herew1th contain and constltute “the ‘entire agreement
between the parties concermng its subject matter, and supérsede and caticel any prior
agreements, representations, warranties or communications, whether oral or written, between the -
parties-relating to the transactions cortemplated by this Agreement. Neither this Agreement nor
any provision hereof may be changed, waived, discharged or terminated orally, but only by an
agreement signed by the parties hereto.

11.  Waivers., The fa1lure of a party hereto at any time or times to require
performance of any provision hereof shall in no manner affect its right at a later time to enforce
the same. No waiver by a party of any condition or of any breach of any term contained in this
Agreement shall be effective unless in writing, and no waiver in any one or more instances shall

1096797.6
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be deemed to be a further or continuing. waiver of any;such condition or breach in other instance
or a waiver of any other condition or breach of any other term.

12.  Attorney Fees. In the event.of any litigation or arbitration between the parties
hereto. arising out of this Agreement, the prevailing party. therein shall be.allowed to recover
from- the other. party all court costs and reasonable attomeys fees which shall be fixed by the

court: or arbltrator ‘

-accordance w1th the ,:,tern § /s 0]

. 14 Notlces Any notlce r¢ quest,:
by a party ‘hereto shall be in “writing 'and'-shall :
: ngen in. pcrson, (11) on the date of acknowledg '

L .-«I,f t0 L}ce,nsee. '

fto Manager: -

d:havie execited this Agreement as of the date

LAV lctor*V;alley Commumty Hospltal a. - .. VictorValley Hospital Acguisition, Inc. -
|iEalifomia nonprofit public benefit - L e e
corporation
By: By:
Name! Name:
Its: Its:

1096797.6 |
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INTERIM LEASEBACK AGREEMENT

THIS INTERIM LEASEBACK AGREEMENT (the “Leaseback Agreement”) is made
and entered‘into as of - - 1. 2012 b -ancl between Victor Valley Commumty Hospital, a
Cahforma nonproﬁt public beri' ' 1 nant”) and Victor Valley Hospital
Acqmsmon Inc,, a Callfomla corporatxon QT 1ts perrmtted asmgnee (“Landlord”)

RECITALS

‘A, Tenant and Landlord, along w1th V1ctor Valley Hospltal Real Estate, LLC, a
E), have entered intp that.certain Asset Sale

ASA) end‘ls ledsmg alliof .the é\yned Real Property to Landlord at the closmg of the ASA

C. Landlord is rece1v1ng all other assets used in the operatlon of the Hospital (as
deﬁned in the ASA) moludmg chrectly leasmg all of the Leased Real Property (as deﬁned in the -

effect

- NOW THEREFORE in con51deratlon -of the covenants and cond1t1ons contamed hereln '
and for other good and valuable consideration, the receipt and sufﬁc1ency of which are hereby
acknowledged, the parties hereby agree as follows:

11179143 1
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1. DEFIN_ITIONS. Any capitalized term appearing herein which is not defined shall
have the same definition as ascribed under the ASA or IMA, as applicable. All references herein
to the lease of the Leased Premises to Tenant shall be deemed to constitute the sublease of all
Real Property and, the lease of all other property. included within the Leased Premises.

- ;'2. DESCRIPTION OF THE PREMISES Landlord hereby | leases to Tenant and .
f 1ea ' rty and other fixtures, furmshmgs equrpment
er __on ofthe Hosprtal (collectrvely, the “Leased

‘3. IERM:TERMINATION. -
: 3.1 . Term. The term of this Leaseback Agreement shall commence concurrent
with the IMA Effective Tlme and shall continue until terminated in accordance with the terms of

Sectron 32 hereof

32 Termmatlon of IMA This Leaseback Agreement shall be deemed -
terminated concurrent w1th Lreensure Date (as deﬁned in the IMA) :

Landlord shiall pay all real: and personal property taxes,
'y3k1nd..or nature whatsoever taxed, assessed levied -orimposed upon

: 44:: “Re Jarrs and: Aamtenance AIteratlons Landlord shall pay all costs of
repamng (1ncludrng replacemient of) and :maintaining the Leased Premises and every part thereof
in good and sanitary order, condition and tepair during the term hereof, reasonable wear and tear
excepted, including, without limitation, all costs of all repairs, replacements and maintenance
required by any applicable governmental law, statute, ordinance, rule or regulation. Tenant shall
not make any alterations or changes to the Leased Premises without prior written.approval of
Landlord which may be given or withheld in Landlord’s sole discretion.

11179143 ' . 2
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5. USE. The Leased Premises shall be used for the operation of the Hospital, subject
to the terms of the ASA and the IMA.

6. . MISCELLANEOUS.

' ur A ces Each of the parties. hereto agrees to execute and
) 1{S QT .struments necessary-1o effectuate this
ons referred 10 herein‘or'contémplated hereby or°

: reasonably requested by the oftier party to. perfect or evidence their rights hereunder.

6.2  Notices and Demands. All notices and demands, requests, consents,
approvals, and other similar communications under this Leaseback Agreement shall be in writing
and shall be sent by personal delivery or by either (a) United States certified or reg1stered mail,
retiirn recelpt requested ‘postage prepaid, or (b) Federal Express or similar:generally recogmzed
OVernlght carrier regularly prov1d1ng proof of dehvery, addressed as follows ; .

R Pavment of Exoenses ‘Bach party hereto shall bear its own legal

accounting and other expenses inclitted by Landlofd aiid Tenarit ih connection'with ‘the
preparatlon and negotiation of this Leaseback Agreement and the consummation of the
transaction contemplated ‘hereby, whether or not the transaction is.consummated.

6.4  Entire Apreement; Amendment; Waiver. This Leaseback Agreement,

-together with the other agreements referred to herein, constitutes the entire understanding

between the parties with respect to the subject matter hereof, supersedmg all negotiations, prior
discussions and prehmmary agreements. This Leaseback Agreement may ot be modified or
amended except in writing signed by the parties hereto. No waiver of any term, provision or
condition of this Leaseback Agreement in any one .or more instances, shall be desmed to be or be

w
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construed as a further or conttnuing waiver of any such term, provision or condition of this
Leaseback Agreement. No failure-to act shall be construed as a waiver of any term, provision,

condrtlon orii ghts granted hereunder

Nelther thls Leaseback Agreement nor the i ghts duties or
'e assi nable or delegable by Tenant or. Landlord without the
' 1ch_ may be. granted denied or conditioned in such
rd:-friay assign- this’ Leaseback Agreement in

' connectlon withiany permitted ass1gnment nnder the IMA. Subject to the foregoing, this

Leasgback Agreement shall be binding upon, and inure 1o the benefit of, the respective
suecessors and ass1gns of the partles hereto :

6 6 Jomt Venture Thll‘d Pa.rtv Beneﬁmanes Nothing eontamed ‘herein shall
T, partnershlp between the parties: ‘hereto’ ‘with respect to

: hereto do not 1ntend that any thn'd party shall have any

6.8 Ce tem . This Leaseback Agreement may-be executed and delivered
d,;m one or more counterparts and altisuch couriterparts taken together shall

Gove i 1ng Law.ﬂ. Th1s Leaseback Agreement shall: be governed in
' ieiState of California: w1thout regard to the conﬂlct of rules of such

11179143 ’ ’ 4
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- [Signature Page to Interim ZL'eaS‘eback Agreement]

IN WITNESS WHEREOF, the under31gned have executed this Leaseback Agreement as
“of the date first wntten above

" LANDLORD:

Victor V aliey -Ho,'s,pitai Acquisition, Inc.

By

By: .

. Name:

Tts:

“Its;

11179143

TENANT:

Victor Valley Community Hospital




Santa Ana, CA 92701

Case 8:12- bk—12896 CB Doc2176 Filed 06/28/12 Entered 06/28/12 21:27:54 Desc
Main Document  Page 37 of 44

PROOF OF SERVICE OF DOCUMENT

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
10100 Santa Monica Boulevard, 13" Floor, Los Angeles, CA 90067

A true and correct copy of the foregoing document entitied (specify): NOTICE OF FILING EXECUTED FOURTH
AMENDMENT TO ASSET SALE AGREEMENT will be served or was served (a) on the judge in chambers in the form
and manner required by LBR 5005-2(d); and (b) in the manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On

June 28, 2012, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the
following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below: -

‘I Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On June 28, 2012, | served the following persons and/or entities at the last known addresses in this bankruptcy case or
adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail, first class,
postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge will
be completed no later than 24 hours after the document is filed.

Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served): Pursuant to F.R.Civ.P. 5 and/or controliing LBR, on (date) June 28, 2012, | served the
following persons and/or entities by personal delivery, overnight mail service, or {for those who consented in writing to
such service method), by facsimile transmission and/or email as foliows. Listing the judge here constitutes a declaration
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is ..
filed.

VIA PERSONAL DELIVERY

Honorable Catherine Bauer

United States Bankruptcy Court

Centra! District of California

411 West Fourth Street, Suite 5165

BIN OUTSIDE 5™ FLOOR ELEVATORS

| Séljvice information continued on attached page
| declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

June 28, 2012 , Nancy H. Brown " /s/ Nancy H. Brown
Date Printed Name Signature
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1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):

Annadel A Almendras  Annadel.Almendras@doj.ca.gov
Allison R Axenrod  allison@claimsrecoveryllc.com
Martin R Barash  mbarash@ktbslaw.com
Kirk A Barber  barberlawgroup@yahoo.com
Manuel A Boigues bankruptcycourtnotices@unioncounsel.riet
Mark Bradshaw = mbradshaw@shbllp.com
Jennifer K Brooks  jennifer. brooks@kattenlaw.com
Joseph P Buchman  jbuchman@bwslaw.com, atualla@bwslaw. com
Frank Cadigan frank.cadigan@usdoj.gov

- Jeff Cohen JC@SouthpawAsset.com :
Jeffrey Lee Costell  jlcostell@costell-law.com, a1cornchus@costell -law.com;hnugget@costell-
law.com;mbarris@costell-law.com;eglusker@costell- law com
Sanaea Daruwalla sdaruwalla@bwslaw.com
Richard K Diamond (TR) jlv@dgdk.com, rdiamond@ect. eplqsystems com; DanmngGlll@Gmall com
H Alexander Fisch  afisch@stutman.com ‘
Roger F Friedman  rfriedman@rutan.com
Fredric Glass  fglass@fairharborcapital.com
Matthew A Gold courts@argopartners.net
Matthew Grimshaw mgrimshaw@rutan.com
Robert A Hessling -rhessling@gmail.com
Lawrence J Hilton  lhilton@oneil-llp.com, ssimmons@oneil-llp.com
Peter W Ito  pito@polsinelli.com, mlydick@polsinelli.com
Ivan L Kallick  ikallick@manatt.com, ihernandez@manatt.com
Raffi Khatchadourian  raffi@hemar-rousso.com
Maya Krish  mkrish@cactuscollect.com
Mary D Lane mlane@pszjlaw.com
Ganna Liberchuk  gliberchuk@haincapital. com
Craig A Loren aloren@debtacquisitiongroup.com,
bschwab@debtacquisitiongroup.com;jsarachek@debtacquisitiongroup.com
Michael B Lubic  michael.lubic@klgates.com _
Monika ] Machen —mmachen@polsinelli.com
Samuel R Maizel smaizel@pszjlaw.com, smaizel@pszjlaw.com
Elmer D Martin ~ elmermartin@gmail.com
Jordan D Mazur  jmazur@unioncounsel.net
Scotta E McFarland  smcfarland@pszjlaw.com, smefarland@pszjlaw.com

~ Robert K Minkoff rminkoff@jefferies.com
Scott D Myer sdm@myerlaw.com
Jane Odonnell  jane.odonnell@doj.ca.gov.
Hiren Patel  hiren.patel@doj.ca.gov, brenda.apodaca@doj.ca.gov
Courtney E Pozmantier —cpozmantier@ktbslaw.com
Christian L Raisner  bankruptcycourtnotices@unioncounsel.net, cralsner@umoncounsel net
Martha E Romero  Romero@mromerolawfirm.com
Terrel Ross  tross@tremllc.com
Steven J Schwartz ~ sschwartz@dgdk.com, DanningGill@gmail.com
David Scott  centillion@centillioninvest.com

* [ [ ] - - [ L] L ] e L ] L]
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James R Selth  jim@wsrlaw.net, jselth@yahoo.com;megan@wsrlaw.net;tanmay@wsrlaw.net
Seth B Shapiro  seth.shapiro@usdoj.gov

Derrick Talerico  dtalerico@loeb.com, kpresson@loeb com;ljurich@loeb.com

Robert Tannor  rtannor@creditorliquidity.com

David P Tonner  operations@blueheroncapital.com

United States Trustee (SA)  ustpregionl6.sa.ecf@usdoj.gov

Matthew S Walker matthew.walker@pillsburylaw.com,
sue.hodges@pillsburylaw.com;pamela.breeden@pillsburylaw.com

Michael H Weiss mw@weissandspees.com, Im@weissandspees.com;jb@weissandspees. com
Andrew F Whatnall awhatnall@daca4.com

2. SERVED BY UNITED STATES MAIL

Victor Valley Community Hospital
Chapter 11 Case No.: 8:12-bk-12896-CB
2002 Service List

Debtor

Victor Valley Community Hospital
Edward Mattews

interim Chief Executive Oﬁlcer
156248 Eleventh Street
Victorville, CA 92395

Charlie Slyngstad

Burke Williams and Sorenson, LLP
444 S, Flower St., Ste. 2400

Los Angeles, CA 90071

Attorneys for Creditors’ Commitiee
Richard K. Diamond

Steven Schwartz

Danning, Gill, Diamond & Kollitz, LLP
1900 Avenue of the Stars, Eleventh Floor
Los Angeles, CA 80067

Board of Directors

Kathy Davis

Chair, Governing Board of Directors
17100 B Bear Valley Rd.

Box 357

Victorville, CA 92305

United States Trustee

Frank Cadigan

Office of the United States Trustee
411 West Fourth Street, Suite 9041

_ Santa Ana, CA 92701

Committee Member

Medtronic USA, Inc.

710 Medtronic Pkwy
Minneapolis, MN 55432-5603
Representative: Steve Carlson
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- Committee Member
Rodney W. Brown, J.D.
LabWest, Inc.

1821 E. Dyer Rd., Suite 100
Santa Ana, CA 92705

Page 40 of 44

Government Agencies

Counsel for the US DHHS/CMS
Philiip Seligman, Esq.

US Department of Justice
Commercial Litigation Branch
P.O. Box 875

Ben Franklin Station
Washington, DC 20044-0875

Office of Statewide Health Planning and Development
Cal-Mortgage Loan Insurance Division

400 "R” Street, Suite 470

Sacramento, CA 95811

Wendi A. Horwitz

Deputy Attorney General
California Department of Justice
Office of the Attorney General
300 South Spring St., Suite. 1702
Los Angeles, CA 90013

California Health Facilities Financing Authorlty

915 Capitol Mall, Suite 590
Sacrarmento, CA 25814

" Secured Creditors

Gregg Buxton, Vice President
Desert Community Bank

a Division of East West Bank
14800 La Paz Drive
Victorville, CA 92395

Corwin Medical Group
Manmohan Nayyar, MD
Raman Poola, MD

Blair Bryson

18564 Hwy 18, Suite 110
Apple Valley, CA 92307

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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Manmohan Nayyar, MD ' Attorneys for PHI
- . ) Michael S. Weiss, Esq.
Physicians Hospital Management, LLC A Weiss & S
18523 Corwin Rd., Suite H : oISs & opees .
Apple Valley. CA ‘92307 1925 Century Park East, Suite 650
ppie Vatey, Los Angeles, CA 90067-
BNY Mellon Trust Company NA Counsgl to the Indenture Trustee for the HFFA Bonds
700 South Flower Street, Suite 500 Catherine D. Meyer
Los Angeles. CA 90017’ : Pillsbury Winthrop Shaw Pittman LLP
Aftontion: Aaron Masters 725 South Figueroa Street, Suite 2800
n. _ Los Angeles, CA 90017-5406

Interested Parties

Thomas L. Driscoll, Esq.
Attorney at Law

2002 3rd St Apt 114

San Francisco, CA 94107

" Biotronik _
Attention: Allen Trammell Delta One Partners, Inc.
6024 Jean Road " Corporate Headquarters South
Lake Oswego, Oregon 97035 2805 Dove Tail Drive

San Marcos, CA §2078-0934

Attorneys for LabWest, a subsidiary of LabCorp

Michael Benjamin Lubic Law Offices of Leslie M. Lava
K&L Gates 207 2nd St #A
10100 Santa Monica Blvd., 7th Floor Sausalito, CA 94965

Los Angeles, California 90067
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Westhoff, Cone & Holmstedt, .
500 Ygnacio Valley Road, Suite 380
Walnut Creek, CA 34596

Daniel Settelmayer, Esq,
Latham & Watkins LLP

PO Box 894256

Los Angeles, CA 90189-4256

Counsel for Prime Healthcare Services Foundation, Inc.

Lee Shulman

Mark Bradshaw

Shulman Hodges & Bastian LLP
8105 Irvine Center Drive, Suite 600
Irving, CA 92618

Johnson & Johnson Health Care Systems Inc.
425 Hoes Lane
Piscataway, NJ 08854

Quadramed

Attention: Penny W. Collings
QuadraMed Corporation
12110 Sunset Hills Road # 600

Reston VA 20190

Page 42 of 44

Davis Wright Tremaine LLP
64 Oak Knoll Drive
San Anselmo, CA 94960

Stalking Horse Bidder

Prime Healthcare Services Foundation, Inc.
Attn: Lex Reddy

Chief Executive Officer

. 3300 East Guasti Road, 2nd Fl.

Ontario, CA 91761

J. Raymond Elliott

President and Chief Executive Officer
Boston Scientific .

re: Guidant Corporation

One Boston Scientific Place

Natick, MA 01760-1537

‘Radiometer America, Inc.

810 Sharon Drive
Westlake, OH 44145

Stephen M. O'Hara

President and CEO _
Angelica Textile Services (R-Colton
1105 Lakewood Parkway #210
Alpharetta, GA 30008

Requests for Special Notice
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Attorneys for Cerner Corporation
Lawrence J. Hilton

O'Neil LLP

19900 MacArthur Boulevard; Suite 1050
Irvine, California 92612 :

Counsel for The Senior Associates Group

Main Document

Klee, Tuchin, Bogdanoff & Stern LLP
Attn: Thomas E. Patterson, Esg. and
Martin R. Barash, Esq.

1999 Avenue of the Stars, 38th Floor
Los Angeles, California 90067-6049

Attorneys for Health Net

William B. Freeman, Esq.

Pillsbury Winthrop Shaw Pittman LLP
650 Town Center Drive, Suite 700
Costa Mesa, California 92626-7122

Seth B. Shapiro, Trial Attorney

U.S. Department of Justice - Civil Division
Commercial Litigation Branch

P.0. Box 875

Ben Franklin Station

Washington, D.C. 20044

Victor Valley Hospital Real Estate, LLC
6800 Indiana Avenue, Suite 130
Riverside, CA 92506

Attention: William E. Thomas, Esq.

Tin Kin Lee on behalf of Creditor inland
Empire Health Plan

Tin Kin Lee Law Offices

55 S Lake Ave Ste 705

Pasadena, CA 91101

Page 43 of 44

Attorneys for Creditor OSHPD and the

CA Health Facilities and Financing Authority
Jane O'Donnell

Deputy Attorney General Dept of Justice
Office of the Attorney General

1300 [ Street, Suite 125

P.O. Box 944255

Sacramento, CA 94244-2550

DARRELL W. CLARK

Stinson Morrison Hecker LLP
1150 18th Street, NW; Suite 800
Washington, DC 20036-3816

Counsel for The Senior Associates Group
Michael C. Kelcy, Esq.

3605 Canon Bivd.

Altadena, CA 91001

Atiorneys for County of San Bernardino
Martha E. Romero )
Romero Law Firm

BMR Professional Building

6516 Bright Avenue

Whittier, CA 90601

Attorneys for Victor Valley Hospital Real Estate LIL.C
and Victory Valley Hospital Acguisition, inc.

Gary E. Klausner/H. Alexander Fisch

Jeffrey A. Resler

Stutman, Treister & Glatt PC

1901 Avenue of the Stars, 12th Floor

Los Angeles, California 90067

Victor Valley Hospital Acquisition, Inc.
6800 Indiana Avenue, Suite 130
Riverside, CA 92506

Attention: William E. Thomas, Esq.
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Tannor Partners Credit Fund Ii, LP
150 Grand Street, Suite 401
White Plains, New York 10601

State Board Of Equalization
P O Box 942879
Sacramento, CA 94279-0055

Arfhrocare Corporation
7500 Rialio Boulevard

. Building Two Suite 100

Austin, TX 78753

Megan A Lewis on behalf of Creditor Molina Healthcare
of California

Wilke Fleury Hoffelt Gould & Birney LLP

400 Capitol Mall 22nd F!

Sacramento, CA 95814

Samantha F Spector on behalf of Creditor Karl Storz
Endoscopy-America, Inc.

2028 Century Park East 19th Fl

Los Angeles, CA 90067-3005

Matthew Wolf on behalf of Creditor National Fire &
Marine Insurance Company Inc.

Sonnenschein Nath & Rosenthal LLP

601 S Figueroa St, Ste 2500

Los Angeles, CA 90017

Page 44 of 44

Liquidity Solutions Inc
One University Plaza
Ste 312

Hackensack, NJ 07601

Attorney for Creditor, Pegay Buckley
Steve Pell

Law Offices of Steve Peli

2633 Loma Vista Road

Ventura, CA 93003-1548

Stephen P Grayson on behalf of Creditor Ashley
Canon

Law Offices of Stephen P. Grayson APC

10850 Wilshire Blvd Ste 400

Los Angeles, CA 90024-4305

Kenneth R. Reynholds on behalf of Creditor GE
Medical Systems Information Technologies, Inc
Kenneth R Reynolds Inc

2020 Hurley Wy Ste 210

Sacramento, CA 85825

Technology Resource Center
2600 Virginia Cir

Denton, TX 76209
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VICTORV VALLEY

Community Hospital

Victor Valley Community Hospital

“Notes to the Financial Statements”

May 2012

VARIANCE ANALYSIS

The financial results for May 2012 show a Net Loss $1,061,570 unfavorable to budget

Net Patient Service Revenue was unfavorable to budget by $874,036 driven primarily by low census.

Total Operating Expenses were unfavorable to budget by $207,782. Unfavorability was driven by Registry
expenses ($258k), Salaries and Wages ($147k) and Medical Supplies ($107k), offset somewhat by Bad Debt

Expense ($283k).

The variance break-down is as follows:

T T e i MTD May 2012  BUDGET May 2012 VARIANCE
Net Incomel/(Loss) ~ fav/(unfav) ($7086,258) $355,312 ($1,061,570)
Net Patient Service Revenue Variance- fav/(unfav) $5,253,419 $6,127,455 ($874,036
Other Revenue Variance — fav/(unfav) $309,852 $293,000 $16,852
Operating Expense Variance — fav/(unfav) $6,072,924 $5,865,143 ($207,782)

Census and Visits

‘Inpatient Services:
e The average daily census for May was 14 under budget at 45. YTD we are 6 under budget We

experienced our lowest occupancy rate of the year in May

e Patient days for the month were unfavorable to budget by 425 with an actual of 1,402 versus a budget of

1,827.YTD we are 1,156 days under budget.

o The average length of stay (ALOS) for May was 3.4 days. Medicare Traditional increased from 5.2 to
6.2. Medicare Managed Care increased from 3.2 to 3.4. Medi-Cal Traditional decreased from 3.1 to 2.8.

Medi-Cal Managed Care decreased from 3.1 in April to 2.7 in May.

Qutpatient Services:

e The Emergency Department generated 2,749 visits for the month, which was unfavorable to budget by 96.
YTD we are over budget by 1,504 visits. Admissions from ED represented 34.9% of total admissions.

e The hospital saw 854 outpatient visits for the month, which was unfavorable to budget by 343. YTD we

are under budget by 588 visits.

e Outpatient surgeries increased from 226 in April to 245 in May. Last fiscal year we generated a

monthly average of 251.




Operating Revenues

Total Other Revenue for May was $309,852 which was $16,852 favorable to budget. The favorability was mainly
driven by unanticipated DSH Revenue received in the month, mitigated somewhat by an adjustment of previously
accrued revenue (Labwest).

Operating Expenses

Non-Salary Operating Expenses for May were unfavorable‘to budget by $141,252. Unfavorability was primarily
driven by Registry ($258k), Medical Supplies ($107k), Repairs (893k) and mitigated by Bad Debt Expense

. ($283k) and Rents & Leases ($95k).

Balance Sheet

Accounts Receivable

As of May 31 the days’ revenue in Accounts Receivable was at 58 compared to 57 days in April.

VICTOR VALLEY COMMUNITY HOSPITAL
“AR DAYS ‘
AS OF May 31, 2012
REVENUE DAYS
JUNE : 22,924,119 30
JuLy . 23,254,091 31
AUGUST 26,706,215 - 31
SEPTEMBER 20,318,309 30
OCTOBER 19,818,100 31
NOVEMBER 19,467,893 , 30
DECEMBER h 20,963,293 31
JANUARY .- 19,997,958 31
FEBRUARY 20,245,584 29
MARCH 22,266,931 31
APRIL A 20,874,949 . 30
MAY 20,829,913 31
A/R DAYS 58




Accounts Payable

The number of days in Accounts Payable (AP) as of May 31 was 143 days, an increase from the prior month of

8 days.

VICTOR VALLEY COMMUNITY HOSPITAL
AP DAYS
AS OF May 31, 2012

A/P DAYS

OPERATING
EXPENSES DAYS
"JUNE 2,763,203 30
JuLY 2,620,208 31
AUGUST 2,486,803 31
SEPTEMBER 3,278,946 30
OCTOBER 2,281,550 31
NOVEMBER 2,416,286 ~ v < 30
'DECEMBER 2,375,160 31
JANUARY 2,113,258 31
FEBRUARY 2,290,480 29
MARCH 2,644,704 31
APRIL 2,795,848 30
MAY 2,379,825 31
Post-Petition Liabilities @ 5/31/2012 1,209,424
| Total A/P @ 5/31/2012 11,876,345
' 143




VICTOR Y VALLEY
Community Hospital

SELECTED FINANCIAL INDICATORS
Ended May 31, 2012

FY 2011 (Audited)

FY 2012 FY 2010 (Audited) | FY 2009 (Audited) | FY 2008 (Audited)
Total Patient Revenue- 20,832,370 20,318,309 21,014,503 22,821,182 19,379,680
Total Cash 2,750,759 5,033,287 822,838 1,012,235 -1,056,812
Net Patient Receivable 5,287,259 4,978,848 4,866,783 7,763,360 7,430,527
8,038,018 10,512,826 5,689,621 8,775,595 8,487,339
Current Assets 12,868,563 21,093,783 12,215,651 15,248,860 14,068,846
Current Liabilities 19,318,069 30,056,861 21,104,327 17,221,099 15,794,699
Accounts Payable - Pre-Petition 10,666,920 10,090,173 9,676,543 10,119,555 9,388,522
Accounts Payable - Post-Petition 1,209,424 7,741,784 532,629 .
Bonds Payable 0 0 1,790,000 2,620,000 3,410,000
Loan Payable 2,907,125 4,260,341 4,438,782 4,503,782 4,563,782
f_ong Term Debt Medi-Cal 6,680,167 5,267,926 4,018,765 5,816,137 5,721,832
DIP Financing 2,675,000 0 1,100,000
Notes Payable 6,700,000 6,700,000 6,700,00(_) 6,000,000 6,000,000
Total Debt 43,669,887 41,742,780 38,312,802 36,651,160 35,758,737
Fund Balance (9,497,338) (3,666,625) (7,853,066) (4,777,804) (3,985,593)
VVCH VVCH YVCH VVCH VVCH |INDUSTRY AVG

C.URRENT RATIO 12,868,563 21,093,783 12,215,651 15,248,860 14,068,846

19,318,069 0.67 30,056,861 0.70 21,104,327 0.58 17,221,099 0.89 15,794,699 0.89 1.26
QUICK RATIO - 2,750,759 - 5,033,287 822,838 " 1,012,235 1,056,812

19,318,069 0.14 30,056,861 0.17 21,104,327 0..04 17,221,099 0.06 15,794,699 0.07 0.96
DEBT TO EQUITY 43,669,887 41,742,780 - 38,312,802 B 36,651,160 35,758,737

(9,497,338) (4.60) | (3,666,625) (11.38) (7,853,066) (4.88) (4,777,804) (7.67) (3,985,593) (8.97) 2.94
ACCOUNTS PAYABLE TO MONTH REVENUE .11,876,345 17,831,957 10,209,172 10,119,555 9,388,522

20,832,370 0.57 20,318,309 0.88 21,014,503 0.49 22,821,182 0.44 19,379,680 0.48 0.07




Victor Valley Community Hospital

AR DAYS

For the Month Ending May 31, 2012

|

‘ Inpatient
Financial Class
SELF PAY
MEDICARE
MEDIGARE MGD
i}nEDI-CAL

MIA

M/CAL MNG CRE
GOMMERCIAL
MANAGED CARE
' WORKER'S COMP
TOTAL

i Outpatient
Financial Class
SELF PAY
MEDICARE
MEDICARE MGD
MEDI-CAL

MIA

M/CAL MNG CRE
COMMERGCIAL
MANAGED GARE
WORKER'S COMP

|
TOTAL

FINANCIAL CLASS
COMBINED AR
|

0-30 3160  61-80 91120 121-150 151-180 181-360 361.995 TOTAL
952,670 700,708 460,429 72,304 171,540 38473 76213 70,270 2,551,606
1,937,653 216,593 209,914 31,884 0" 52928 17,986 38,299 2,505,257
1,105,249 1,110,865 605,716 318,860 132,571 45152 78,803 - 43,804 3,441,020
1715134 766,103 177,475 58,638 42,724 6,356 95461 8,839 2,870,430
162,578 376,627 184,734 115666 60,539 0 31,007 0 . 931,243
3,658,348 3,154,230 1,055,886 235,794 194,272 191,050 66,757 22,622 8,578,960
503,477 561,160 185600 227,221 213,958 151,107 307,113 52,644 2,202,282
1,340,777 328,608 483,915 124,305 22,277 75341 290,091 35294 2,700,607
20,643 0 . 15637 ° 0 "0 0 0 21488 57,768
11,396,530 7,223,804 3,379,006 1,184,672 837,882 560,406 963,520 293,261 25,839,172
. 0-30 31-60  61-90 91-120 121-150 151-180 181360 361-999. TOTAL
910,707 521,405 434,446 219632 30,520 9,283 3630 -33,390 2,006,233
424017 84,029 39,750 19,427 657 8,893 62,334 116,325 755432
768,953 395420 272,264 91433 103,024 65076 325381 215939 2,237,499
473,521 | 120,902 26,156 - 16,626 24,707 10,327 = 19,085 17,288 708,611
91,283 69,057 17,587 16,872 8,820 4,334 7,304 0 216,158
2,502,028 1,142,140 347,798 124,008 58,344 53,955 308,261 147,607 4,684,141
728,576 289,606 169,888 95430 214,491 158,270 278,014 55216 1,989,491
717,234 373,099 190,914 139,665 79,000 103,654 276765 60,288 1,940,709
14686 40,039 2519 5402 35257 0 16,768 3,861 118,533
6,631,006 3,036,606 1,501,324 728,494 554,909 413,793 1,297,541 583,134 14,746,807
0-30 31-60 61-90  91-120 121450 151-180 181-360 361-999 TOTAL
1,913,166 1,392,792 974,199 2,261,061 876,395 40,585,979

18,027,536 10,260,500 4,880,330

MAY APR MAR FEB

AR Days
217 232
29 51
P74 79
55 41
149 93
74 70
68 77
69 62
198 632
66 68
AR Days
MAY APR
66 58
33 33
93 80
31 29
126" 89
42 42
63 62
58 60
83 104
52 50
MAY APR
"' s8 57

212

211
47
90
81
56
54
66
55

177

63

JAN DEC NOV OCT SEP AUG

327
48
102
67
66
45
63
53
167

64

43
46

93-

33
42
46
53
58
87

51

51

335
43
18
51
159
42
64
54
235

63

DEC

57
32
94
23
46
36
53
60
76

47

349
42
99
55

163
43
61
50

217

62

Nov
47
28

87
33
15
40
48
55
77

47

46

199
40
116
56
91
42
74
48
170

65

49

57

222
23
93
45
76
37
49
39

152

50

200
36
88
77
31
41
58
40

167

57

35
30
96
40

44
47
58
74

47

AUG
53

JuL
194
39
84
79
25
31
51
36
152

54

52

JUN
245
37
83
47
10
33
42
48
168

52

48
33
92
29

33
40
54
67

43

48



\('ICTOR VALLEY COMMUNITY HOSPITAL
COLLECTIONS
For the Month Ending May 31, 2012

| Avg Mth
FY 2011 Collection ocT Nov DEC JAN FEB MAR - APR MAY JUN JuL AUG SEP Y10 2012
SUMMARY : T :
Medical 8,609,843 717,487 569,376 526,863 682,031 315,114 705,104 593,102 569,677 499,690 4,460,957
Medicare 11,451,231 954,269 800,483 689,939 467,166 678,821 806,054 1,102,273 809,120 1,345,038 6,698,894
{EHP 9,563,246 796,937 793,215 682,050 1,005,737 762,772 655,235 874,691 871,350 1,061,584 6,706,634
Heritage 1,983,600 165,300 145,459 177,963 67,492 153,783 125,320 127,532 112,827 163,976 1,074,352
\ 074,
Choice ' 2,697,060 224,755 207,332 293,772 120,692 305,721 233,536 257,357 218,007 154,369 1,790,786
FCC 1,126,496 93,875 19,383 25,807 74,864 3,280 2,652 249,843 32,444 16,767 425,040
Hdcs-Mrcs 177,475 14,790 0 2,812 9,304 - 1,539 12,064 3,918 3,851 0 33,488
insurances 18,899,227 1,574,936 || 1,533,928 1,426,970 1,254,778 1,284,822 1,242,968 1,013,383 1,504,902 1,214,932 10,476,683
Self Pay. 271,545 22,629 15,191 22,433 14,470 16,552 33,833 45,182 26,817 18,133 193,641
Credit Card 385,124 32,004 21,346 58,627 23,182 26,138 20,945 27,877 23,278 27,497 228,890
IVAR 133,017 .11,085 960 56,612 72,394 0 0 0 2,910 2,103 134,979
TOTAL 55,297,864 4,608,155 || 4,106,673 3,963,848 3,792,110 3,548,542 3,837,711 4,296,168 4,175,183 4,504,089 0 32,224,314
NET PATIENT REVENUE 84,988,603 7,082,384 || 5,535,208 4,629,917  5521,677 4,913,138 4,527,263 6,474,953 6,950,531 5,253,419 0 ' 43,806,108
Less: QA Fess 13,567,776 : 0- 0 0 "o 0 0 1,949,248 0 0 1,949,248
Less: Bad Debt Write Off 15,224,000 1,268,667 || 1,688,030 772,264 1,030,050 1,111,218 1,019,143 1,241,333 1,486,728 1,005,745 0 9,354,512
ADJUSTED NET PATIENT REVENUE 56,196,828 5,813,717 || 3,847,178 3,857,653 4,491,627 3,801,920 3,508,119 5,233,620 3,514,554 4,247,673 0 32,502,345
79.3%|  106.75%  102.75% 84.43% 93.34%  109.40% 82.09%  118.80%  106.04% 99.14%

%OF COLLECTION OVER NET PT REV 98.4%




* CURRENT ASSETS
OPERATING FUNDS
HEALTH BENEFITS ACCOUNT
| CAPITATION AGCOUNT
! MARKETABLE SECURITIES
ACCOUNTS RECEIVABLE
ALLOWANCE FOR BAD DEBTS
ALLOWANCE FOR CONTRAGTUALS
i NET ACCOUNTS RECEIVABLE

' OTHER RECEIVABLE

| ALLOWANCE FOR BAD DEBTS - OTHER RECEIVABLE
INVENTORIES .
PREPAID EXPENSES AND OTHER

| ASSETS HELD IN TRUST

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT

LAND

LAND IMPROVEMENTS

HOSPITAL BUILDINGS

FIXED EQUIPMENT
: MAJOR MOVABLE EQUIPMENT
*MINOR EQUIPMENT
| CONSTRUCTION IN PROGRESS
TOTAL PROPERTY & EQUIPMENT

i ACCUMULATED DEPRECIATION
NET PROPERTY & EQUIPMENT

| INTANGIBLES & OTHERS

| INTANGIBLES &OTHERS
ASSETS HELD IN TRUST - KPC

TOTAL INTANGIBLES AND OTHERS

! TOTAL ASSETS

| CURRENT LIABILITIES
i CURRENT PORTION OF LEASES
; CURRENT PORTION CMS LIABILITY

\‘ CURRENT PORTION MEDI-CAL LIABILITY (DUE TO THRD PTY PAYO

CURRENT PORTION OF DCB / OSHPD LOAN
ACCRUED INTEREST PAYABLE

ACCOUNTS PAYABLE {SUBJ TO COMPROMISE)
ACCOUNTS PAYABLE - POST PETITION
ACCOUNTS PAYABLE, ACCRUAL

ACCRUED PAYROLL, VACATION

PAYROLL TAXES PAYABLE

: EMPLOYEE HEALTH INSURANCE

: OTHER PAYROLL LIABILITIES

! DUE TO/FROM VVCH FOUNDATION

! OTHER CURRENT LIABILITIES

! SETTLEMENTS PAYABLE

i IBNR
| TOTAL CURRENT LIABILITIES

LONG.TERM LIABILITIES

! BONDS PAYABLE

: NOTES PAYABLE - DCB / OSHPD

| DUE TO THIRD PARTY PAYORS

; DIP FINANCING

i CMS PAY-BACK LIABILITY

: CAPITAL LEASE OBLIGATION
NOTES PAYABLE - PHM

; DEPOSITS PAYABLE - KPC

% DEPOSITS PAYABLE - KPC Potential DIP Liability

. DEFERRED REVENUE

; TOTAL LONG-TERM LIABILITIES

! FUND BALANCE

i FUND BALANCE - PRIOR YEAR

FUND BALANCE - CURRENT YEAR

TOTAL FUND BALANCE

i TOTAL LIABILITIES and FUND BALANCE

VICTOR VALLEY COMMUNITY HOSPITAL
BALANCE SHEET - FY 2012

JANUARY _ FEBRUARY

'Il OCTOBER__ NOVEMBER _ DECEMBER MARCH _ APRIL O MAY  JUNE JULY  AUGUST S EMBERl
4,844,002 3788689 3,268,970 3,185,885 2,999738° 2,840,112 2,875,542 2,254,822
0 0 0 0 0 0 0 0
479,519 479,517 495,959 495,954 495,951 495,947 495,942 495,936
[ 0 0 0 0 0 0 0
36,426,631  351146,533 36,551,476  37.735009 38373481 30,245,682 39,659,995
(8138.228) (6,2 5 {5614 (€.021.011)
0)  (24.4533,958)  (24.017,954)  (26.636,579) ) (27.916,703)
4.701,695 4,563,349 5,322,528 5,484,299 5,072,625 5,307,968 0 0
13% 13% 15% 15% 13% 14% 14% 13%
1,118,537 1,350,665 1,447,543 1,194,640 1,194,646 1,310,131 1,087,164 1,362,404
(514,718} (514,716) (514.719) (514.710) (516,710 {514,715) (514,718) (514.715)
1,330,351 1,330,351 1,330,351 1,330,351 1,330,351 1,344,681 1,344,681 1,344,681
2,620,326 2,592,953 2,578,450 2,632,436 3,117,191 3,407,831 2,634,490 2,638,170
0 0 0 0 0 0 0 0
14,579,721  13580,815 13,919,091 13808855 13695792  14,191.961 13435012 12,866,563 0 0
374,386 374,386 374,386 374,386 374,386 374,386 374,386 374,386
1,223,256 1,223,256 1,223,256 1,223,256 1,223,256 1,223,256 1,223,256 1,223,256
24,897,347 24,807,347 24,919,097 24,919,097 24,932,335 24,932,335 24932335 24,935,810
2,860,602 2,860.692 2,860,692 2,860,692 2,869,179 2,869,179 2,893,470 2,893,470
23,502,682 23485235 23509789 23470411 23,540,851 23,553,138 = 23,580453 23,791,351
0 0 : 0 0 ] . 0 0 0
1,423,994 1,427,610 1,452,363 1,456,747 1,456,747 1,468,358 1,469,690 1,459,003
54,282,357 54,268,526 54,339,583 54,303,589 54,395,754 54,420,653 54473590 54,617,275 ()] (]
(37,245127) (A7.441,719) _(37,600.187)  (I7,781.336)  (37,978.250)  (36,176.250) _(3B,371.U63)  (38,588.568)
17,037,230 16,826,806 ° 16,700,396 16,522,253 16,417,505  16,2245398 16,101,628 16,108,708 0 0
5,185,008 5,187,100 5,188,581 5,190,062 5,190,062 5,192,740 5,192,740 5,195,279
5,185,008 5,187,100 5,788,561 5,160,062 . 5,190,062 5,192,740 8,162,740 5,195,279 4 )
36,801,959 35504721 35808068  35521,171 35303350  35630.009 34729379 34,172,549 0 0
13,783 13,783 13,783 13,783 13,783 12,635 13,783 13,783
3,442,508 3,092,508 3,092,508 2,742,508 2,042,508 1,692,508 1,342,508 1,342,508
330,867 330,929 330,929 330,929 330,929 330,929 330,929 330,929
800,986 804,435 807,787 811,265 815,088 818,484 822,008 * 825,433
40,870 43,787 46,703 49,620 . 52,537 55,453 58,370 61,287
10,090,173 10.090,173 10,090,173 10,080,173 10,666,920 10,666,920 10,666,920  10,666.920
1.264,368 1,291,539 1,446,729 1,111,918 929,432 1,114,229 758,683 1,209,424
1,700,609 1,938,594 2,064,956 2,237,932 2,312,486 2,084,654 2,278,292 1,883,640
1,516,472 1,584,010 1,751,720 2,034,608 2,173,063 1,587,446 1,569,994 | 1,822,276
(1.678) (1,679 0 0 (1.018) (1.016) (1.016) (1.410)
0 (180) 0 0 0 [ 0 0
54,815 41,31 49,954 45,999 58,936 05,474 53,065 25,120
758,786 758,786 758,786 758,786 794,625 794,625 794,625 794,625
11,769 12,223 12,651 12,384 13,384 13,584 12,451 12,451
70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000
260.688 260,688 260,688 260,688 260,688 260,688 260,688 260,688
20,355,615 20,331,557 20,797,367 20,570,505 20,533,354 19,596,614 19,031,300 19,318,069 [ 4
0 0 0 0 o 0
3,394,127 3,325,762 3,256,640 3,187,683 3,117,543 3,047,554 2,977,697 2,907,125
4,768,673 4713541 5,045,613 5,032,737 4,871,541 4,858,665 4,845,790 4,780,167
0 0 0 0 1,200,000 2,675,000 2,675,000 2,675,000
1,900,000 1,900,000 1,800,000 1,900,000 1.900,000 1,900,000 1,900,000 1,900,000
27,566 26,418 26,418 24,121 22,972 22,972 20,675 19,526
6.700,000 6,700.000 6,700,000 6,700,000 6.700,000 6,700,000 6,700,000 6,700,000
680,660 680,660 680,660 680,660 680,660 680,660 680,660 ° 680,659
4,319,340 4,319,340 4,319,340 4,319,340 4,319,340 4,319,340 4,319,340 4,319,341
370,000 370,000 370,000 1,370,000 1,370,000 1,370,000 _ 370,000 370,000
22,160,366  22.035721 22208671 23214541 24182057 25574192 24,489,161 24,351,818 0 0
(4.657,903)  (4.657.903) (4.657,903) (4.857,903)  (4.657,903)
11,656.128) _ {2,114.653) (3.506.062) {4,882.804)  {4,133.179)
(5.714.022)  (6,772.556) {8,263.985) (8.545.707)  (B,791.082)  (9,497.338) 0 0
36,801,959 35,594,721 35,808,068 35,521,171 35,303,359 35,630,009 34,729,379 34,172,549 0 0




‘ ’ " VICTOR VALLEY COMMUNITY HOSPITAL
‘ COMPARATIVE BALANCE SHEET
AS OF May 31, 2012

! ASSETS! L T Ty , , _ IABILITIES' (KD BAIANG Ay Api
CURRENT ASSETS - : CURRENT LIABILITIES )
; o CURRENT PORTION OF LEASES 13,783 13.783
‘ CURRENT PORTION OF LONG-TERM DEBT 2,498,870 2,495,445
; CASH & MARKETABLE SECURITIES . :
. ACQRUED INTEREST PAYABLE 61,287 58,370
b OPERATING FUNDS 2,254,822 2,875,542
| SELF FUNDED HEALTH INS FUND - - A
| CAPITATION FUNDS 495,936 495,942 ‘ .
MARKETABLE SECURITIES - - ACCOUNTS PAYABLE - PRE-PETITION | 10,666,920 10,666,920
’ 2,750,759 3,371,484  ACCOUNTS PAYABLE - POST-PETITION 1,209,424 758,682
! : _ ACCOUNTS PAYABLE - ACCRUAL A 1,883,640 2,278,202
: ACCRUED PAYROLL (PTO & SICK) . 1,822,276 1,569,994
| ACCOUNTS RECEIVABLE ' _ , : : .
‘ ACCOUNTS RECEIVABLE - PATIENTS 39,659,995 39,816,585 PAYROLL TAXES PAYABLE . (1,016) (1,016)
ALLOWANCE FOR DOUBTFUL ACCOUNTS’ (6,848,699) (6.813,341) 4
ALLOWANCE FOR CONTRACTUALS (27.526.037) (27.490,341) _ EMPLOYEE HEALTH INSURANCE : N N
NET PATIENT RECEIVABLE 5,287,259 5,511,903 _ :
NET AR % _ Y 13% 14%  OTHER PAYROLL LIABILITIES 25,120 53,065
OTHER CURRENT LIABILITIES 807,076 807,076
OTHER RECEIVABLES 1,362,404 1,087,164 SETTLEMENT PAYABLE 70,000 70,000
ALLOW FOR DOUBTFUL ACCOUNTS - OTHER REC'BLE (514,710) (514,710) :
NET OTHER RECEIVABLES _ 847,694 572,454 DUE TO THIRD PARTY PAYORS - .
| INVENTORIES 1,344,681 1,344,681 _
Q PREPAID AND OTHER =~ ) 2,638,170 2,634,490 IBNR i ~ 260,688
| TOTAL GURRENT ASSETS: AECURRENT HIABILITIES 76031290

LONG TERM LIABILITIES
BONDS PAYABLE (NET OF UNAMORT.) - -

ASSETS HELD IN TRUST 5195279 : 5192740 , ,
- LOAN PAYABLE (Cal Mortgage) 2,907,125 2,977,697
FIXED ASSETS & MAJOR MOVABLES : - DUE TO THIRD PARTY PAYORS (MEDI-Cal) 4,780,167 4,845,790
) LAND : . 374,386 374,386 DIP FINANCING 2,675,000 2,675,000
i ' LAND IMPROVEMENTS : . ' 1,223,256 1,223,256 CMS PAY-BACK LIABILITY 1,900,000 1,900,000
: HOSPITAL BUILDINGS © 24,935,810 24,932,335 CAPITALIZED LEASE OBLIGATIONS 19,526 20,675
! FIXED EQUIPMENT 2,893,470 2,893,470 - :
: MAJOR MOVEABLE EQUIPMENT 23,791,351 23580453  NOTES PAYABLE LT (PHM) ‘ 6,700,000 6,700,000
1 MINOR EQUIPMENT - A - . :
CONSTRUCTION IN PROGRESS 1,459,003 1,469,690 DEPOSITS PAYABLE - KPC 680,659 680,660
TOTAL PROPERTY, PLANT & EQUIP. 54,677,275 ) 54,473,590 DEPOSITS PAYABLE - KPC Potential DIP Liability 4,319,341 4,319,340
| ) . DEFERRED REVENUE (CHOICE) 370,000 370,000
) TOTAL LONG TERM LIABILITIES 24,351,818 24,489,162
LESS: ACCUMULATED DEPRECIATION ' ___(38,568,568) (38,371,963)
NET PROPERTY, PLANT & EQUIP. : _ 16,108,708 ___ 16,101,627
FUND BALANCE - PRIOR YEAR (4,657,903) (4,657,903)
INTANGIBLES AND OTHERS - - - -
FUND BALANCE - CURR YEAR ~ (4,839,435) (4,133,179)
TOTAL FUND BALANCE (9,497,338) (8,791,082)

" .JOTAL ASSE
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VICTOR VALLEY COMMUNITY HOSPITAL

Statement of Financial Operations

For the Eight Months
Ended May 31, 2012

Current Month

Budget
Variance
Actual Budget Fav/{Unfav)
45 . 59 (14)
1,402 1,827 (425)
2,539 3,144 (604}
2,749 2,845 (96)
854 1,197 (343)
11,502,774 14,267,231 (2,764,457)
5,924,142 5,690,649 233,493
3,405,454 4,585,628 (1,180,174)
20,832,370 24,543,508 . (3,711,138)
8,417,020 10,597,887 2,180,867
4,547,711 4,304,383 (243,328)
2,614,221 3,513,783 898,562
15,578,952 18,416,053 2,837,101
5,253,419 6,127,455 {874,036)
25% 25% 0%
o 15,404 - < -0 17,750 (2,346)
323,190 250,000 73,190
2,455 1,000 1,455
(31,197) 24,250 (55,447)
309,852 293,000 16,852
5,663,270 6,420,455 {857,185)
2,256,620 2,109,816 (146,804)
386,180 466,455 80,275
2,642,800 2,576,271 (66,529)
121,073 100,000 (21,073)
23,493 45,000 21,507
44,554 - . (44,554)
317,663 60,000 (257,663)
839,396 732,867 (106,529)
19,798 32,500 12,702
11,999 - (11,999)
7,346 28,302 20,956
16,600 10,528 (6,072)
113,988 115,000 1,012
81,410 67,500 (13,910)
212,998 164,862 (48,136)
6,836 5,000 {1,836)
- 6,000 6,000
250,020 157,309 (92,711)
60,272 155,345 95,073
59,440 73,207 13,767
115,574 109,064 (6.510)
5,485 8,750 3,285
58,848 65,000 6,152
23,498 20,000 (3,498)
277 12,532 12,255
6,362 - (6,362)
2,710 - (2,710)
24,739 31,572 6,833
1,005,745 1,288,534 282,789
3,430,124 3,288,872 (141,252)
6,072,924 5,865,143 {207,782)
{509,653) 555,312 {1,064,965)
196,605 - 200,000 3,305
196,605 200,000 3,395
{706,258) 355,312 (1,061,570)

PATIENT STATISTICS
Average Daily Census (ADC)
Patient Days
Adjusted Patient Days
ER Visits
OP Visits

GROSS PATIENT CHARGES
Inpatient Charges
ER Charges
Outpatient Charges
Total Patient Charges

ADJUSTMENTS & BAD DEBTS
Inpatient Adjustments
ER Adjustments
Outpatient Adjustments

Charity Write-off

Other Deductions

QA Fees
Total Adjustments
Net Patient Service Revenue

Net Patient Service Revenue %

Cafeteria Revenue~- -
Capitation Revenue -
DSH Money
Contributions
Copies
Other Misc Revenue
Totai Other Revenue

Total Revenue

EXPENSES
Salary & Wages
Benefits
Total Salaries Wages & Benefits

Professional Fees - Medical
Professional Fees - Non Medical
Professional Fees - Bankruptcy
Registry
Medical Supplies
Laundry, Linen
Apparel
Office Supplies
Minor Equipment
Non Medical Supplies
Purchased Services - Medical
Purchased Services - Non Medical
Legal Fees
Advertising
Repairs & Maintenance
Rents & Leases
Utilities & Telephone
Insurances
Licenses & Taxes
Interest Expense
Dues & Subscriptions
Training and Education
Travel and Entertainment
Recruiting Expense
Management Fees
Other Operating Expenses
Bad Debt Adjustments

Total Non-Salary Operating Expenses
Total Operating Expenses

Excess of Revenue over Expense

Other Non-Operating Expenses
Amortization of Bonds
Depreciation
Settlements
Total Non-Operating Expenses

Net income {Loss)

Year to Date
YTD YTD YTD
. Variance

Actual Budget Favi/(Unfav)
48 53 (6)
11,608 12,854 (1,156)
20,212 22,148 (1,936)
21,144 19,640 1,504
7,741 8,329 (588)
95,196,017 100,964,514 (5,768,497)
42,047,221 40,636,605 1,410,616
27,223,839 32,454,110 (5,230,271)
164,467,077 174,055,229 (9,588,152)
70,979,640 74,752,772 . 3,773,132
31,346,806 30,550,112 (796,694)
20,283,774 24,698,833 4,415,059
(1,949,248) . - 1,949,248
120,660,971 130,001,717 9,340,746
43,806,106 44,053,512 (247,406)
27% 25% 1%
s - 145,447 139,657 (24,210)
16,443 - 16,443
2,116,377 1,985,780 130,587
12,184 8,000 4,184
291,210 183,710 107,500
2,561,661 2,317,147 234,514
46,357,767 46,370,659 (12,892)
17,476,703 16,504,290 (972,413)
3,449,321 3,692,413 243,002
20,926,024 20,196,703 (729,321)
867,093 795,375 (71,718)
195,921 350,000 154,079
1,965,955 1,614,427 (351,528)
1,473,044 452,646 (1,020,398)
6,841,505 5,897,870 (943,635)
172,513 252,000 79,487
83,640 - (83,640)
85,380 205,504 120,124
108,109 81,243 (26,866)
902,597 938,241 35,644
438,659 505,062 66,403
1,674,634 1,201,621 (473,013)
22,957 38,343 15,386

- 42,000 42,000
1,448,580 1,216,194 (232,386)
454,060 967,293 513,233
513,802 572,316 58,514
919,944 890,361 (29,583)
60,866 68,962 - 8,096
507,503 519,970 12,467
135,957 160,412 24,455
11,389 110,530 99,141
49,011 - (49,011}
85,935 - (85,935)
' 322,610 239,209 (83,401)
9,354,512 9,785,486 430,974
28,696,175 26,905,085 (1,791,110)
49,622,199 47,101,768 {2,520,431)
(3,264,433) (731,109) {2,533,324)
1,575,005 1,696,724 21,719
1,575,005 1,596,724 21,719
(4,839,438) (2,327,833}  (2,511,605)




Victor Valley Community Hospital
PROFIT & LOSS TREND ANALYSIS
For the Month Ending May 31, 2012

ADC

PATIENT DAYS
ADJUSTED PATIENT DAYS
ER VISITS

OP VISITS

SURGICAL CASES

PATIENT SERVICE REVENUE:
INPATIENT REVENUE
EMERGENCY ROOM REVENUE
OUTPATIENT REVENUE

TOTAL PATIENT REVENUE

LESS REVENUE DEDUCTIONS:
TOTAL INPATIENT ALLOWANCE
TOTAL ER ALLOWANCE
TOTAL OUTPATIENT ALLOWANCE
QA FEES

TOTAL ALLOWANCES

NET PATIENT REVENUE

% OF NET PT REV OVER TTL PT. REV. (Excl QA)
% OF REV DEDUC OVER TTL PT, REV.

ADD OTHER REVENUE:
TOTAL REVENUE

OPERATING EXPENSES:
SALARIES AND WAGES *
EMPLOYEE BENEFITS
TOTAL SALARIES, WAGES & BENEFITS
% to Pationt Not Rovonue (Excl QA)

PROFESSIONAL FEES (MEDICAL)
PROFESSIONAL FEES {NON MEDICAL)
PROFESSIONAL FEES {(BANKRUPTCY)
NURSING & OTHER REGISTRY
MEDICAL SUPPLIES
LAUNDRY & LINEN
APPAREL
OFFICE SUPPLIES
MINOR EQUIPMENT
NON MEDICAL SUPPLIES
PURCHASED SERVICES (MEDICAL)
PURCHASED SERVICES (NON MEDICAL)
LEGAL FEES
ADVERTISING
REPAIRS & MAINTENANCE
RENTS & LEASES
UTILITIES & TELEPHONE
INSURANCE
LICENSES & TAXES
INTEREST EXPENSE
DUES & SUBSCRIPTIONS
TRAINING AND EDUCATION
TRAVEL AND ENTERTAINMENT
RECRUITING EXPENSE
MANAGEMENT FEES
OTHER OPERATING EXPENSES
AMORTIZATION OF BONDS
DEPRECIATION
BAD DEBTS ADJUSTMENTS
TOTAL NON-SALARY OPERATING EXPENSES

\

TOTAL OPERATING EXPENSES:
GAIN (LOSS) FROM OPERATIONS

OTHER NON-OPERATING INCOME/EXPENSES
SETTLEMENTS

NET INCOME (LOSS)

JUN

oCcT NOV DEC JAN FEB MAR APR MAY -JuL AUG SEP YTD YTD 2012
2011 2011 2011 2012 2012 2012 2012 2012 2012 2012 2012 2012 2012 MO AVE.
a1 44 49 T4 53 57 50 45 - - - - 384 47.98
1,273 1,313 1,512 1,405 1538 1,753 1,502 1,402 - - - - 11,698 1.462.25
2,300 2,402 2,447 2,535 2517 2,881 2,500 2,538 - - - - 20,212 2,526.46
2,559 2,438 2,504 2,842 2,571 2,908 2573 2,749 - - - R 21,144 2,643.00
1,001 1,032 960 908 929 966 911 854 - - - - 7,741 967.63
- 403 368 203 361 373 376 363 376 - - - . 3,023 377.88
10,556,023 10,640,739 12,952,545 11,083,056 12,370,475 - 13,548,823 12,541,581 11,502,774 - - - - 05,196,017 11,899,502
5,438,074 5,159,572 4,761,007 5,695,565 4,584,126 5,324,044 5,160,691 5,924,142 - - - . 42,047,221 5,255.903
3,824,003 3,667,582 3,249,740 3,219,337 3,200,983 3,304,064 3,172,677 3,405,454 - - - - 27,223,839 402,980
19,818,100 19,467,893 20,963,203 19,997,958 20,245,584 22,266,931 " 20,874,949 20 532,370 - . R - 164,467,077 20,558,385
7,596,157 8,006,754 9,553,633 8,311,062 9,779,463 9,369,796 9,856,756 8.417,020 - - - - 70,679,640 8,872,455
3,926,005 3,940,321 3,499,390 4,327,628 3,457,028 3,921,950 3,726,774 4547,711 - - - - 31,346,806 3918351
2,760,730 2,800,901 2,388,593 2,446,130 2,481,830 2,500,232 2,291,136 2,614,221 - - - - 20,283,774 2535472
- - - - - - (1.949,248) i - - - - - (1.949,248) (243,656) -
14,282,891 14,837,976 15,441,616 15,084,820 15,718,321 15,791,078 13,924,418 15,578,952 - - - - 120,660,971 15,082,621
5,535,208 4,629,917, 5,521,677 4,913,138 4,527,263 6,474,953 6,950,531 5,253,410 - - - . 43,806,106 5,475,763
28% 24% 26% 25% 22% 29% 24% 25% 0% 0% 0% 0% 25% 25%
72% 76% 74% 75% 78% 7% 67% 5% 0% 0% 0% 0% 73% 73%
265,147 284,168 202,348 176,432 424,623 162,472 726,618 300,852 - - - R 2,551,661 318,958
5,800,355 4,914,086 5,724,025 5,089,570 4,951,886 6,637,425 7,677,149 5,563,270 - - N K 46,357,767 704721
2,273,718 2,218,399 2,214,776 2,172,205 2,082,189 2,270,232 1,088,565 2,256,620 - - - - 17,476,703 ‘2,184,568
416,453 369,078 421,984 471,896 511,248 412,807 459,675 386,180 - . - - 3,449,321 431,165
2,690,171 2,587,477 2,636,760 2,644,101 2,593,437 2,683,039 2,448,240 2,642,800 - - R N 20,026,024 2.615.753
49% 56% 48% 54% 57% 1% 49% 50% 50% 50%
95,375 20,311 101,363 102,751 107,070 117,257 131,894 121,073 - - . - 867,003 108,387
35,000 45,325 48,499 (16,094) 24,872 21,672 13,154 23,493 - - - - 195,921 24,490
414,427 497,800 315,508 258,574 198,891 116,213 119,988 44,554 - - - - 1,965,955 245,744
50,646 65,824 73,449 74,903 194,873 291,436 404,158 317,663 - B - - 1,473,044 184,130
767,650 878,510 910,415 770,268 680,119 1,053,844 041,303 839,396 - - - - 6,841,505 855,188
24,500 22,431 18,734 23,012 13,019 20,178 24,840 19,798 - - - . 172,513 21,564
11,155 10,738 10,209 8,166 9,413 10,222 11,646 11,999 - - - . 83,640 10,455
7,300 10,431 15,263 0,658 8,429 10,241 16,622 -7,346 - - - - 85,380 10,672
5,091 17,866 15,414 2,527 16,143 17,091 17,278 16,600 - - - B 108,109 13,514
133241 91,036 115,227 90,620 101,908 141,822 114,556 113,988 - - R - 902,597 112,625
32,562 46,686 48,171 35,955 45,665 69,620 78,590 81,410 . . - . 438,659 54.832
156,217 134,845 181,772 198,670 294,802 235,814 250,426 212,998 - - - - 1,674,634 200,320
3,343 476 859 - 3,158 6,073 2,211 6,836 - - - - 22,957 20870
153,508 124,959 129,399 174,986 198,649 118,534 298,525 250,020 B . - - 1,448,580 181,072
63,528 46,350 55,424 58,041 52,115 52,574 64,855 60,272 - - - - 454,060 56,757
68,955 69,259 62,007 © 63,490 70,477 62,349 56,835 59,440 . - - - 513,802 64,225
117,074 116,561 112,517 115,574 113,214 113,857 115,574 115,574 - - - - 919,944 114,993
7.712 5412 10,124 6.454 10,733 7,503 7,443 ? 5,485 - - - - 60,866 7.608
64,970 64,469 64,416 64,707 62,154 63,640 64,299 . 58,848 - - - - 507,503 63,438
20,412 7,990 18,524 19,737 15,183 15,876 14,738 ¥ 23,408 - - - - 135,057 16,995
. 699 1,081 31 3,882 - 3,359 9245 1,115 217 - - - - 11,389 1,424
5,137 6,046 5,384 11,562 4,926 4,861 4,943 6,362 - - - - 49,011 6,126
- - 567 R 36,000 37,626 9,032 2,710 . - - - 85,935 10,742
42,955 61,880 60,805 34,635 19,218 65,556 22,822 24,739 - - - - 322,610 40,326
198,724 196,592 197,467 196,989 195,914 197,005 196,708 196,605 - - - - 1,575,005 196,876
1,688,030 772,264 1,030,050 1,111,218 1,019,143 1,241,333 1,486,728 1,005,745 . - - - 9,354,512 1,169,314
4,166,304 3,385,142 3,602,678 . 3,421,465 3,506,536 4,083,041 4,479,284 3,626,729 B - - B 30,271,160 3,783,807
6,856,475 5,972,619 6,239,438 6,065,566 6,009,973 6,766,080 6,927,524 5,269,529 - - - . 51,197,204 6,399,651
{1,056,120) {1,058,533) (515,413) {975,996) {1,148,087) (128,655) 749,625 (706,258) - - - - (4,839,438) {604,930)
{1,056,120) {1,058,533) (515.413) (975,996) (1,148,087) {128,655) 749,625 (706,258) - - - - (4,839,438) {604.930)




Victor Valley Community Hospital
Statement of Cash Flow

May 2012

Calculation of Net Operating Cash Inflows/(Outfiows)

Net Income (Loss)

Add Non-Cash Expenses
Depreciation
Amortization

Income net of Non-Cash Expenses

(incr)/Decr in Net Patient A/R
(Incr)/Decr in inventory
(Incr)/Decr in Prepaid & Other Receivables '

(Incr)/Decr in Assets held in Trust
incr/(Decr) in A/P - Pre—Eetition T
Incr/(Decr) in A/P - Post-Petition
Incr/(Decr) All Other Current Liabilities

Operating Cash inflows/(Outflows)

Investing Cash Inflows/(Outflows)
Capital Expenditures
Other Investing Inflows/(Outflows)
Investing Cash Inflow/(Outflow)

Financing Cash Inflows/(Outflows)
Incr/(Decr) in LT Debt - Bonds Payable
incr/(Decr) in LT Debt - DCB Loan
incr/(Decr) in LT Debt - Third Party Payors
Incr/(Decr) in LT Debt - DIP Financing

Incr/(Decr) in LT Debt - Deferred Revenue (QAF)

Other Financing Inflow/(Outflow)
Financing Cash Inflow/(Outflow)

Net Cash Inflows/(Qutfiows)

Incr/(Decr) in Cash
Variance Change in Cash to Cash Inflow/(Outflow)

Roll Forward of Cash- Balance

Cash Balance per Books, Beg
Net Cash Inflow/(Outflow)
Operating Cash Balance, End
Cash Balance per Books

Variance Roll forward Cash to Book Cash

k3

(706,258)

196,605

(509,653)
224,644
(278,920)

(2,539)

450,742

' (170,314)
(286,040)

(203,685) -

(203,685)

(70,572)
(65,624)

1,768
(134,427

(624,153) .

(620,725)

3,371,484
(620,725)
2,750,759

2,750,759



i

OPERATING STATISTICS
: Licensed Beds

‘ Days in Month
|
! Admissions

! patient days:

Adjusted Patient Days
Adjusted Revenue’
Occupancy Percentage:

Average Daily Census

Adj Occupied Beds

Average Length of Stay

Deliveries

"EIR Visits
ER Admissions

LWOBS
% of ER Visits LWOBS

Outpatient Visits

InPat Surgery
OutPat Surgery

| Gl Lab Procedures

i Average Daily Census:

Average Length of Stay:

% of Admissions from E/R

ICU

MEDICAL
SURGICAL
TELEMETRY
NICcu
OBSTETRICS
PEDIATRIC

Total patient days

NURSERY

Licensed Beds

P
oP

ICU

MEDICAL
SURGICAL
TELEMETRY
NICU
OBSTETRICS
PEDIATRIC

icu
MEDICAL
SURGICAL
TELEMETRY
NICU
OBSTETRICS
PEDIATRIC

VICTOR VALLEY COMMUNITY HOSPITAL
STATISTICAL SUMMARY - FY 2012

_oct- NOV DEC JAN FEB MAR APR WAY JUN JuL AUG SEPT | TOTAL | AVEMOPY |
63 63 101 101 101 101 101 101 92 101
3 30 39 31 29 31 30 CH 31 30.40
118 410 455 425 101 - 448 433 513 3,501 550
129 92 147 69 T2 140 159 94 1,001 186
472 548 a10 932 1,042 1,209 967 950 7,039 490
71 101 85 15 34. 48 42 60 486 271
304 284 25 0 0 0 0 0 613 324

7 9 8 6 9 8 7 7 81 41
249 206 253 232 185 224 219 246 1,811 304
41 73 84 121 97 127 108 36 687 148

1,273 1,313 1,512 1,405 1,538 1,753 4,502 1,402 11,698 1,764
210 161 208 181 148 162 174 192 1,436 230

2,390 2,402 2,447 2,535 2,517 2,881 2,500 2,539 0 0 0 0 20,210 2,870
1.88 1.83 1.62 1.80 1.64 1.64 1.66 1.81 1.73 1.63

65.2%  69.5%  48.3%  449%  525%  56.0%  496%  44.8% 0.0% 0.0% 0.0% 0.0% 52.4% 57.4%
41.1 438 48.8 453 53.0 56.5 50.1 452 0.0 0.0 . 0.0 00 47.9 58.0
77 80 79 82 87 93 83 82’ 0 0 0 0 83 04
29 33 34 33 35 38 35 34 3.4 34
118 109 119 101 86 97 108 13 851 138

2,559 2,438 2,504 2842 2571 2,908 2,573 2,749 21,144 2,676
200 179 201 189 208 221 193 179 1,570 262

481%  437%  442%  445%  519%  493%  448%  34.9% 44.8% 47.6%
84 108 126 226 212 295 237 180 1,477 157
3.3% 4.4% 5.0% 8.0% 82%  10.1% 9.2% 6.9%

1,001 1,032 980 998 929 966 911 854 7,744 1,205
131 142 168 129 135 125 137 131 1,096 215
27 226 237 252 238 251 226 245 1,927 251
32 43 27 35 34 42 45 35 300 38
7 98 54 29 39 33 2 9 334 62
42 34 47 22 59 45 53 3.0 44 6.1
15.2 183 29.4 30.1 359 39.0 322 309 28.8 16.1
23 34 27 15 12 1.5 1.4 19 2.0 8.9
9.8 9.5 0.8 0.0 00 0.0 0.0 0.0 25 10.6
0.2 03 0.3 0.2 03 03 0.2 0.2 03 13
8.0 6.9 8.2 75 6.4 7.4 7.3 79 74 . 10.6
13 24 2.7 39 33 4.4 36 1.2 28 49
5.1 48 a4 23 34 36 35 52 44 49
3.1 43 40 44 44 5.0 44 42 43 37
18 24 1.7 2.4 16 20 0.8 20 1.8 29
34 a1 32 0.0 0.0 0.0 0.0 0.0 37 38
1.0 14 2.0 1.0 14 10 40 10 14 35
2.4 1.9 2.1 2.2 20 2.1 20 2.1 2.1 2.1
28 26 26 29 27 42 25 29 3.0

29



Discharges ICuU

. MEDICAL
: SURGICAL

! TELEMETRY

i NICU

i OBSTETRICS
PEDIATRIC

i Total excl nursery
NURSERY

Discharge Days Icu
MEDICAL
SURGICAL
TELEMETRY
NICU
OBSTETRICS
PEDIATRIC
Total excl nursery
NURSERY

MEDICARE TRADITIONAL
MEDICARE MGD CARE
MEDICAL TRADITIONAL
MEDICAL MGD CARE
MIA

COMMERCIAL

HMO ’

CAPITATION

SELF PAY

Days by financial class:

Discharge Days By Financial Class
MEDICARE TRADITIONAL
MEDICARE MGD CARE
MEDICAL TRADITIONAL
MEDICAL MGD CARE
MIA
COMMERCIAL
HMO
CAPITATION
SELF PAY

Discharges By Financial Class

MEDICARE TRADITIONAL
MEDICARE MGD CARE
MEDICAL TRADITIONAL
MEDICAL MGD CARE
MIA

COMMERCIAL

HMO

_CAPITATION

SELF PAY

VICTOR VALLEY COMMUNITY HOSPITAL
STATISTICAL SUMMARY - FY 2012

s
[ oct NoV DEC JAN FEB MAR APR MAY § JUN JuL AUG SEPT | TOTAL | AVEMOPY |
]
25 21 29 7 29 17 33 1% 177 38
149 120 215 236 223 268 257 23 1,700 134
2 47 52 20 18 24 27 26 240 95
88 72 11 0 0 0 0 [} 171 93
8 8 5 7 ) 10 9 7 9 83 12
124 101 132 97 a1 112 108 112 878 143
17 27 29 44 37 47 30 15 246 49
437 396 473 411 408 - 477 . 463 410 0 0 4] 4] 3,475 563
116 . 94 120 87 75 95 100 100 787 126
127 101 118 16 98 ) 62 . 117 83 722 183
468 518 870 966 991 1,344 1,126 967 7,250 490
50 113 90 42 28 47 21 51 442 275
299 298 35 o 0 0 0 0 632 330
8 g 10 7 11 9 28 9 91 42
264 189 279 213 186 235 247 236 - 1,819 303
47 77 76 114 106 129 126 38 713 148
1,263 1,305 1,478 1,358 1,420 1,826 1,635 1,384 0 0 0 0 11,668 177
218 150 211 173 140 175 165 181 1,413 229
242 230 310, 279 387 440 429 327 2,644 387
165 163 130 189 167 131 143 112 1,200 133
128 184 206 164 185 159 128 129 1,283 260
394 388 458 447 411 563 542 445 3.648 487
27 19 30 24 8 8 . 9 21 146 64
95 e 167 124 123 127 134 73 954 143
4141 133 139 104 100 153 169 129 1,068 183
0 0 0 0 0. "o 0 0 0 10
81 85 72 ‘74 157 172 122 166 929 97
1,273 1,313 1,512 1,405 1,538 1,753 1,676 1,402 0 0 0 0 11,872 1,764
244 210 311 248 337 451 443 380 2621 388
154 196 105 207 164 155 139 . 102 1222 135
123 214 218 169 150 237 124 122 1377 278
419 357 467 424 435 519 499 455 3575 523
28 12 26 30 7 36 14 19 172 57
95 12 131 127 124 144 111 69 913 150
125 - 153 143 110 104 156 155 115 1061 195
0 0 0 0 0 0 0 i 0 10
58 51 77 43 99 128 150 172 728 95
1263 1305 1478 1358 1420 1826 1635 1384 0 0 0 0 - 11669 1830
64 48 66 58 60 71 86 61 514 83
a7 45 40 61 40 49 43 30 355 47
54 51 59 -4 43 | 50 40 - 44 382 92
140 124 156 450 148 183 163 171 1236 195
12 5 8 8 3 3 5 7 51 16
45 45 49 30 45 45 42 30 334 56
52 63 86 49 36 44 50 40 400 76
0 0 0 0 0 0 0 0 0 3
.23 15 29 14 33 32 34 27 307 29
437 396 473 411 408 477 463 410 597

0 0 0. 4 3475



Hospital Case Mix Index

Medicare:

Medicare Managed Care:

Medi-Cal:

Medi-Cal Managed Care:

County Indigent Programs

Managed Care HMO/PPO

CommerciallWC

Self Pay

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case-Mix Index

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case-Mix Index

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case Mix Index

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case Mix index

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case Mix Index

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case Mix Index

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case Mix Index

Percentage of Days
Discharge Days
Discharges

Average Length of Stay
Case Mix index

VICTOR VALLEY COMMUNITY HOSPITAL
STATISTICAL SUMMARY - FY 2012

I __oeT Nov DEC JAN FEB MAR APR MAY . JUN JuL AUG SEPT | TOTAL | AVEMOPY |
0.86 080 082 056 1.04 0.93 1.08 057 0.96 0.69
19.0%  17.5%  205% 19.9%  252%  251% = 28.6%  233% 0.0% 0.0% 0.0% 0.0% - 22.6% 21.9%
241 210 311 248 337 451 443 380 0 0 0 0 2,621 388
64 48 86 58 60 71 86 61 0 0 0 0 514 83
38 44 47 43 56 6.4 - 5.2 6.2 0.0 0.0 0.0 0.0 5.1 4.7
1.20 1.20 137 1.35 188 1.36 1.43 1.56 1.3¢ 1.38
13.0% - 12.4% 8.6% 135% . 10.9% 7.5% 9.5% 8.0% 0.0% 0.0% 0.0% 0.0% 10.3% 7.5%
154 196 105 207 164 155 139 102 0 0 0 0 1,222 135
47 45 40 61 40 . 49 43 30 0 0 0 0 355 47
33 a4 26 34 41 3.2 3.2 3.4 0.0 0.0 0.0 0.0 34 29
1.28 1.25 1.42 142 183 1.38 1.61 140 1.46 1.28
10.1% 14.0% 13.6% 1.7%  12.0% 9.1% 8.5% 9.2% 0.0% 0.0% 0.0% 0.0% 11.0% 14.7%
143 214 218 169 150 237 124 122 0 0 0 0 1,377 279
54 - 51 59 P 43 50 40 44 0 0 0 0 382 92
26 4.2 37 4.4 35 a7 31 28 0.0 0.0 0.0 0.0 36 30
0.65 0.94 0.82 0.84 6.71 .85 0.73 0.83 . 0.80 0.85
31.0%  296% - 303%  31.8%  267%  321%  361%  31.7% 0.0% 0.0% 0.0% 0.0% 31.2% 27.6%
419 357 467 424 435 519 499 455 0 0 0 0 3575 523
140 124 156 150 148 183 163 171 0 0 0 0 1235 195
3.0 29 30 2.8 29 28 3.4 27 0.0 0.0 0.0 0.0 2.9 27
0.72 0.73 0.77 0.82 0.80 0.84 0.96 0.79 0.81 0.78
2.1% 1.4% 2.0% 1.7% 0.5% 0.5% 0.6% 1.5% 0.0% 0.0% 0.0% 0.0% 1.2% 36%
28 12 26 30 7 36 14 19 0 0 0 0 172 57
12 5 8 8 3 .3 5 7 0 0 0 0 51 16
23 24 33 38 23 12.0 28 27 0.0 0.0 0.0 0.0 34 43
0.85 0.80 1.08 0.75 0.90 1.38 .69 .94 ' 0.92 1.23
11.1% 101%  9.2% 7.4% 6.5% 87%  11.3% 9.2% 0.0% 0.0% 0.0% 0.0% 9.1% 10.4%
125 153 143 110 104 156 155 115 0 0 0 0 1061 195
52 63 66 49 36 44 50 49 0 0 0 0 400 76
24 24 22 2.2 .29 35 3.1 29 00 0.0 00 0.0 2.7 26
0.84 0.88 0.73 .83 1.08 1.16 0.38 108 0.94 0.91
7% 8% 1% 9% 8% 7% 9% 5% 0% 0% 0% 0% 8.2% 8.1%

95 112 131 127 124 144 111 69 0 0 0 0 913 150
45 - 45 49 30 45 a5 . 42 30 0 0 0 0 331 56
2.1 25 2.7 42 28 3.2 26 23 0.0 00 - 0.0 0.0 28 2.7
0.86 .88 102 1.00 0.81 0.81 0.82 .94 0.88 1.11
6% 6% 5% 5% 10% 10% 8% 12% 0% 0% 0% 0% 7.9% 5.5%
58 51 77 43 -99 128 150 122 0 0 0 0 728 95

23 15 29 14 33 32 34 27 0 0 0 0 207 29
25 34 2.7 34 30 4.0 44. 45 0.0 0.0 0.0 0.0 35 33
0.94 1.02 0.83 0.77 118 0.77 1.25 0.84 : 0.95 062

e s e o



VICTOR VALLEY COMMUNITY HOSPITAL
STATISTICAL SUMMARY - FY 2012

[ oct NovV DEC JAN FEB MAR APR MAY JUN JuL AUG sePT | TOTAL | AVEMOPY |
Percent to Patient Revenue
Revenue Deduclions 72.1% 76.2% 73.7% 75.4% 77.6% 70.9% 66.7% 74.8% 73.4% 76.4%
Salaries & Wages 11.5% 11.4% 10.6% 10.9% 10.3% 10.2% 9.5% 10.8% 10.6% 1.1%
Medical Supplies 3.9% 4.5% 4.3% 3.9% 3.4% 4.7% 4.5% 4.0% 4.2% 3.7%
Total Operating Expenses 33.6% 29.7% 28.8% 29.3% 29.2% 29.5% 32.2% 29.2% 30.2% 25.6%
Net Income (Loss) -5.3% -5.4% -2.5% -4.9% 5.7% -0.6% 3.6% -3.4% -2.9% 0.4%
Avg Daily Net Patient Revenue 178,555 154,331 178,119 158,488 156,113 208,869 231,684 169,465 0 0 0 0 119,635
Avg Daily Operating Expense 214,831 192,534 194,902 189,309 203,554 - 211,206 224,361 195,901 . 0 0 0 0 135,608
(36.276) {38,204} | (16.784} (30.821} (47.441) {3.036} 7,324 (26.436} 0 0 0 0 -15,973
Avg Wages by Patient Day 2,113 1,971 1,744 . 1,882 1,686 1,531 1,630 1,885 1,805
Avg Op Exp (w/o wages) by Patient Day 1,792 1,840 1,571 1,504 1,489 1,509 1,861 1,729 1,662
. 3,906 3,811 3,315 3,386 3,75 3,039 3,491 3,614 . 0 0 0 0 2,311
Labor Utilization :
Worked FTE's per Occupied Bed 10.3 9.8 8.2 9.2 8.3 79 . 9.2 9.6 1.1
Worked FTE's per Adj Occ Bed 5.5 5.4 5.0 5.1 5.1 4.8 5.5 5.3 . 0.7
OT - % of Total Worked Hours 5.7% 5.6% 10.7% 8.8% 7.3% 8.2% 7.8% 7.6% 0.0% 0.0% 0.0% 0.0% 7.7%
Paid FTE’s per Occupied Bed 1.5 11.2 9.1 10.0 8.9 8.5 9.8 10.7 1.2
Paid FTE's per Adj Occ Bed 6.1 6.1 5.6 5.6 5.4 5.2 59 59 07
Worked FTE 423 430 398 416 441 447 460 433 431
Paid FTE 471 491 443 455 470 483 493 486 474
Total Pald Hours (Productive & Non-Productive Hours ) ** 82,341 82,749 76,900 79,058 74,638 80,809 -77,888 80,848 0 0 0 0 635,231
Total Worked Hours (Productive Hours ONLY) ™ 73,897 72,301 69,052 72,177 69,782 74,448 72,265 71,555 0 0 0 -0 575,477
Total Registry Hours 873 1,135 1,266 1,293 3,058 4,573 6,342 4,985 [4] 0 4] 1] 23,524
Worked Hours 68,715 68,240 61,635 65,824 64,663 68,367 66,564 66,102 531,110
OT/DT Hours 4,182 4.061 7.417 6.353 8119 6,081 5.701 £.483 44,367
Total Worked Hours * 73,897 72,301 69,052 12477 69,782 74,448 72,265 71,555 0 0 0 0 575,477
Non-Productive Hours 8,444 10,448 7,848 6,881 4,856 6,361 5,623 8,293 59,754
Totat Paid Hours ** 82,341 82,749 76,900 79,058 74,638 80,809 77,888 80,848 0 0 0 0 635,231
TREND PRICE VARIANCE i ) .
Registry Expense 50,646 65,824 73,449 74993 194,873 291436 404,158 317,663 1,473,044
Salaries & Wages 2,273,718 2,218,399 2,214,776 2,172,205 2,082,189 2,270,232 1,988,565 2,256,620 17,476,703
Salaries & Wages/per Calendar day 73,346 73,947 71,444 70,071 71,800 73,233 66,285 72,794 573,007
Salaries & Wages/per Patient Day 1,786 1,690 1,465 1,546 1,354 1,295 1,324 1,610 1,494
Salaries & Wages/per Adj Patient Day L 951 923 905 857 827 788 795 889 865
Salaries & Wages- Hrly Rate per Total Paid Hours 27.61 26.81 28.80 27.48 27.90 28.09 25.53 27.91 27.51
27.93 27.23 29.27 27.87 29.31 28.41 29.99 28.77

Salaries, Wages & Registry - Hrly Rate per Total Paid Hours

30.00



i Victor Valley Cc ity Hospital
Trend Analysis of Revenue By Financial Class .
For the Month Ending May 31, 2012 31 30 31 31 29 31 .30 31 30 3t 31 30

i IINPATIENT REVENUE - ] . :

! SELF PAY 416,419 (3,614) 208,872 110,090 640,782 541,681 631,566 323,905 . , 2,869,700 3.01% 358,713 4,137,732 248% 344,811

| PPO/HMO 1,153,099 1,463,069 1,444,795 920,139 961,646 1,237,678  1,223,85/ 1,118,017 : 9,522,300 10.00% 1,190,287 16,134,280 9.66% 1,344,523

: COMMERICIAL 744,064 979,251 1,682,795 834958 1,093,265 1,024,240 885,584 601,748 : 7845904 8.24% 980,738 14,549,408 8.71% 1,212,451

i MEDICARE 1,899,367 1,976,871 2,466,436 2,301,712 2,946,710 3,093,589 3,251,231 2,870,361 : 20,806,306 21.86% 2,600,788 36,764,100 22.02% - 3,063,675

; MEDICARE SENIOR 1,526,808 1,200,994 1,123,284  2,028914 1,581,764 1,358,739 1,509,660 1,018,309 11,348,561 11.92% 1,418,570 22,697,562 13.59% 1,891,463

i MEDI-CAL 1,423,825 2,195204 2,103,124 1,328,172 1,767,353 1,357,335 946,289 1,644,717 12,766,020 13.41% 1,595,752 26,017,962 15.58% 2,168,164

i MEDI-CAL MGD CARE 3,126,836 2,739,391 3,502,807 3,416,600  3,265206 4,667,210 3,966,716 3,418,671 28,193528 29.62% 3,524,091 42922805 25.70% 3,576,900

Lo . MIA 230,683 85,589 236,164 123,113 60,874 165,787 98,281 521,839 1522330 1.60% 190,291 3,056,126 1.83% 254,677

i CAPITATED - - - - - - - - ’ - 0.00% - (23,872) -0.01% (1,989)

: OTHER 18,982 - 31,204 - 33,768 37,012 - - i 120967  0.13% 15,121 152,495  0.09% 12,708
HARDSHIP - 3,983 63,065 19,269 - 62,159 16,153 (35.435) 129,195  0.14% 16,149 326,823  0.20% 27,235

! WORKMAN'S COMP 15,819 - - .- 19,107 3,393 12,244 20,643 71,207 _ 0.07% 8,901 250,253 0.15% 20,854

i TOTAL 10,556,023 10,640,739 12,952,545 11,083,056 12,370,475 13,548,823 12,541,581 11,502,774 B - - - 95196017 100.00% 11,899,502 166,985,674 100.00% 13,915,473

: EMERGENCY ROOM REVENUE - .. ]

! SELF PAY 1,084,630 885,534 874,857 1,112,863 854,714 804,181 836,888 993,591 7447,258 17.71% 930,907 14,525,265 19.25% 1,210,439
PPO/MMO . 366,763 363,593 371,508 331,891 321,187 442,085 335,226 417,967 . ’ 2,950,220 7.02% 368,778 5,737,563 7.61% 478,130
COMMERICIAL 436,970 389,356 329,456 424,636 298,839 - 464,279 391,601 440,670 3,175,897 7.55% 396,987 5,386,950  7.14% 448912
MEDICARE 259,951 327,701 256,291 348,686 438,239 551,225 517,303 324,312 : 3,023,708 7.19% 377,964 4,361,425 578% 363,452

i MEDICARE SENIOR 243,574 299,103 173,967 321,555 235,320 239,652 241,064 348,678 2102911  5.00% 262,864 3,426,763  4.54% 285564

I MEDI-CAL 521,242 468,916 399,847 487,264 336,169 552,834 441,350 403,081 3,610,703  8.59% 451,338 8,432,145 11.18% 702,679

1 MEDI-CAL MGD CARE 2,413,262 2,277,485 2,243,613 2,549,077 2,061,568 2,148,490 2,230,176 2,703,984 18,627,655 44.30%  2,328457 31,600,587 41.89% 2,633,382

' MIA 34,676 29,838 27,826~ 71,952 15,992 20,700 85,910 140,931 427,825  1.02% 53,478 656,680  0.87% 54,723

R CAPIFATED - - - - . - - - - 0.00% - - 0.00% -

! OTHER 17,710 9,790 4,621 23,094 5,908 1,179 18,424 3,577 84302 0.20% 10,538 184,651  0.24% 15,388

i HARDSHIP 44,397 78,636 67,532 7,480 3,005 95,480 42,729 141,424 480,682  1.14% 60,085 865216  1.15% 72,101

| WORKMAN'S COMP 14,899 29,620 11,489 17,067 13.186 3938 19,932 5927 116,059  0.28% 14,507 262,004 _ 0.35% 21,834

i TOTAL . 5438,074 5,159,572 4,761,007 5695565 4,584,126 5,324,044 5,160,691 5,924,142 - - - - 42,047,221 100.00% 5255903  75439,243 100.00% 6,286,604
[OUTPATIENT REVENUE . N

: SELF PAY 28,123 44,023 64,514 36,886 46,839 19,759 50,923 16,286 . 307,352 1.13% 38,419 534,571  1.09% 44,548

| PPO/HMO 793,369 598,152 711,070 613,140 637,487 649,055 650,973 559,746 : 5212991 19.15% 651,624 9,300,195 18.93% 775,016
COMMERICIAL T 479,877 679,111 620,702 490,110 518,950 593,405 526,625 586,819 4,495,600 16.51% 561,950 8,199,522 16.69% 683,294

! MEDICARE 404,586 265,438 253,028 205,423 340,356 383,620 453,700 307,168 i : 2613319 9.60% 326,665 6,138,872 12.50% 511,573

i MEDICARE SENIOR 593,379 690,942 375,081 433,957 428,478 403,618 344,888 523,034 : 3,793,376 13.94% 474,172 6,994,222  14.24% 582,852

‘ " MEDI-CAL 330,429 286,239 207,314 321,441 173,097 279,553 156,629 258,861 : . 2,013,563  7.40% 251,695 4141957 8.43% 345,163

| MEDI-CAL MGD CARE 1,180,448 1,065,679 1,013,379 1,049,892 1,141,849 1,018,444 938,487 1,123,396 ) 8,531,573 31.39% 1,066,447 13,259,273 26.99% 1,104,939

: MIA : " (10,593) - - - - - - - (10,593) -0.04% (1,324) 10,593  0.02% 883

i CAPITATED - - - - - - - - i - 0.00% - (2,235)  0.00% (186)

: OTHER R . - - - - 1,180 - 2,058 ) 3238 0.01% 405 7,096  0.01% 591
HARDSHIP - - - - - - 11,672 14,810 1t 26,482  0.10% 3,310 33,152 0.07% 2,763

3, WORKMAN'S COMP 24,386 37,998 4,652 68,489 3,927 46,609 37,600 10,820 : i 234481 0.86% 29,310 507,955  1.03% 42,330

i TOTAL 3,824,003 3,667,582 3,249,740 3,219,337 3,290,983 3,394,064 3,172,677 3,402,997 - e - - 27,221,382 100.00% 3,402,673 49,125,172 100.00% 4,093,764
SELF PAY . 1,529,172 925943 1,148,242 1,259,839 1,542,334 1,365,622 1,519,376 1,333,783 - - - - 10,624,310 6.46% 1,201,119 19,197,568  6.58% 1,599,797

: PPO/HMO . 2,313,230 2,424,813 2,527,374 1,865,170 1,920,320 2,328,819 2,210,056 - 2,095,730 - - - - 17,685,511 10.75% 2,421,806 31,172,039 10.69% 2,597,670

: COMMERICIAL 1,660,911 2,047,748 2,632,954 1,749,704 1,911,053 2,081,924 1,803,900 1,629,237 - - - - 15517,401  9.44% 2,113,861 28,135,880  9.65% 2,344,657

! MEDICARE 2,563,934 2,570,010 2,975,755 2,855,821 3,725,306 4,028,434 4,222,233 3,501,840 . - - - - 26443333 16.08% 2,703,233 47,264,397 16.21% 3,938,700

. MEDICARE SENIOR 2,363,850 2,191,039 1,672,331 2,784,425 2,245,562 2,002,009 2,095,612 1,890,021 - - - - 17,244,849 1049% 2,075,740 33,118,547 11.36% 2,759,879

| MEDI-CAL 2,275,496 2,950,359 2,710,285 2,136,878 2,276,619 2,189,721 1,544,269 2,306,658 - - - - 18,390,285 11.18%  2,645380 38,592,064 13.24% 3,216,005

! MEDI-CAL MGD CARE 6,720,546 6,082,556 6,849,799 7,015,659 6,468,624 7,834,144  7,135379 7,246,051 - - - - 55352,756 33.66% 6,550,967 87,782,664 30.11% 7,315,222

; MIA . 254,766 115,427 263,990 195,065 76,866 186,486 184,191 662,770 - - - - 1,939,561  1.18% 211,394 3,723,399  1.28% 310,283
i CAPITATED - - - - - - - - - Co- - - - 0.00% - (26,107) -0.01% (2,176)
| OTHER 36,692 9,790 35,825 23,094 39,676 38,191 19,604 5,635 - - - - 208,507  0.13% 27,436 344242 0.12% 28,687
i HARDSHIP 44,397 82,619 130,597 26,749 3,005 157,640 70,554 120,800 - - - - 636,360  0.39% 85,871 1,225190  0.42% 102,099
: WORKMAN'S COMP 55,105 67,618 16,141 85,556 36,220 53,941 69,776 37,390 - - - - 421,746 0.26% 46,288 1,020,212 0.35% 85,018
| TOTAL ALL : 10,818,100 15,467,893 20,963,293 19,097,958 _ 20,245,584 22,266,931 20,874,949 20,829,513 - - - - 164,464,620 100.00% 20,083,005 291,550,095 100.00% 24,295,841




Victor Valiey Community Hospital and Foundation Consolidated

Consolidating Balance Sheet
As of May 31, 2012

ASSETS

CASH

OPERATING FUNDS
SELF FUNDED INS FUND
CAPITATION FUNDS
MARKETABLE SECURITIES

FOUNDATION CASH
TOTAL CASH

ACCOUNTS RECEIVABLE - PATIENTS
ALLOWANCE FOR DOUBTFUL ACCOUNTS
ALLOWANCE FOR CONTRACTUALS

NET PATIENT RECEIVABLE

QOTHER RECEIVABLES

ALLOW FOR DOUBTFUL ACCOUNTS - OTHER REC'BLE
INVENTORIES

PREPAID & OTHER

TOTAL CURRENT ASSETS

ASSETS HELD IN TRUST

FIXED ASSETS & MAJOR MOVABLES
LAND

LAND IMPROVEMENTS

HOSPITAL BUILDINGS

FIXED EQUIPMENT

MAJOR MOVABLE EQUIPMENT

- [MINOR EQUIPMENT

CONSTRUCTION IN PROGRESS
TOTAL PROPERTY, PLANT & EQUIP

LESS: ACCUMULATED DEPRECIATION
NET PROPERTY, PLANT & EQUIP.
INTANGIBLES & OTHER

TOTAL ASSETS

. LIABILITIES AND FUND BALANCE
CURRENT PORTION OF LEASES .
CURRENT PORTION OF LONG-TERM DEBT
ACCRUED INTEREST PAYABLE
NOTES PAYABLE - OTHER
CURRENT PORTION OF BONDS PAYABLE
ACCOUNTS PAYABLE - PRE-PETITION
ACCOUNTS PAYABLE - POST-PETITION
ACCOUNTS PAYABLE - ACCRUAL
ACCRUED PAYROLL, VAC,, HOL., SICK
PAYROLL TAXES PAYABLE
IBNR EMPLOYEE HEALTH INS
OTHER PAYROLL LIABILITIES
DUE TOJ(FROM) VVCH FOUNDATION
OTHER CURRENT LIABILITIES
SETTLEMENT PAYABLE
IBNR

CURRENT LIABILITIES

LONG TERM LIABILITIES

BONDS PAYABLE (NET OF UNAMORT.)
LOAN PAYABLE

DUE TO THIRD PARTY PAYORS-MEDCAL
DIP FINANCING

CMS PAY-BACK LIABILITY

CAPITALIZED LEASE OBLIGATION

NOTES PAYABLE LT - PHM

DEPOSIT PAYABLE - KPC

DEPOSIT PAYABLE - Prime Healthcare

DEFERRED REVENUE (CHOICE)
TOTAL OTHER LIABILITIES

TOTAL LIABILITIES & DEFERRED CREDITS
FUND BAL -PRIOR YR
FUND BAL -CURR YR
TOTAL FUND BALANCE

TOTAL LIABILITIES & FUND BAL

T zTs0E

{27,526,037)

5,287,259

54,677,275

(38,568,568)

16,108,708

34,172,549

19,318,069

24.351,818 .

43,669,887

{4,839,435)
(9.497,338)

34,172,549

Hospital
Only

2,254,822

495,936

39,650,995
(5,846,699)

1,362,404

(514,710)
1,344,681
2,638,170
12,868,563

5,195,279,

374,386
1,223,256

. 24,935,810

2,893,470
23,791,351

1,459,003

Hospital
Only

13,783
2,498,870
61,287

10,666,920
1,209,424
1,883,640
1,822,276

(1,016)

25,120
794,626
12,451
70,000
260,688

2,807,125
4,780,167
2,675,000
1,900,000
19,526
6,700,000
680,659
4,319,341
370,000

(4,657,903)

Foundation
Only

263,332

Hospital/lFoundation
Consolidated

2,254,822
495,936

283,332

263,332

3,014,091

39,650,995
(6,846,699)
(27.526,037)

5,287,259

1,362,404
(514,710)

1,344,681

2,638,170

13,131,895

5,195,279

374,386
1,223,256
24,935,810
2,893,470
23,791,351

1,459,003

54,677,275

(38,568,568)

16,108,708

263.332

Foundation
Only

" (794,625)

34,435,881

Hospital/Foundation
Consolidated

13,783
2,498,870
61,287

10,666,920
1,209,424
1,883,640
1,822,276

(1,016)
25,120
12,451
70,000
260,888

(794,625)

18,523,444

2,807,125 -

4,780,167

2,675,000
1,900,000

19,526 .
6,700,000
680,659
4,319,341
370,000

24,351,818

(794.625)

42,875,262

991,278
66.679

{3,666,625)
(4,772,756}

1,057,957

{8,439,381)

263,332

34,435,881




Victor Valley Community Hospital and Foundation Consolidated

Consolidating income Statement

May 2012
| Current Month
Hospital Foundation Facility
May-12 - May-12 Consolidated
Actual Actual Actual
45 - 45
1,402 - 1,402
2,539 - 2,539
2,748 - 2,749
854 - 854
11,602,774 - 11,502,774
5,924,142 - 5,924,142
3,405,454 3,405,454
20,832,370 - 20,832,370
8,417,020 - 8,417,020
4,547,711 - 4,547,711
2,614,221 - 2,614,221
15,578,952 - 15,578,952
15,404 - 15,404
323,190 - 323,190
2,455 - 2,455
(31,197) - (31,197)
309,852 - 309,852
5,563,270 - 5,563,270
2,256,620 - 2,256,620
386,180 - 386,180
2,642,800 - 2,642,800
121,073 - . 121,073
23,493 - 23,493
44,554 - 44,554
317,663 - 317,663
839,396 - 839,396
19,798 - 19,798
11,999 - 11,999
7.346 - 7,346
16,600 - 16,600
113,988 - 113,988
81,410 - 81,410
212,998 - 212,998
6,836 - 6,836
250,020 - 250,020
60,272 - 60,272
59,440 - 59,440
115,574 - 115,574
5,485 - 5,485
58,848 - 58,848
23,498 - 23,498
277 - 277
6,362 - 6,362
2,710 - 2,710
24,739 10 24,749
1,005,745 - 1,005,745
3,430,124 10 3,430,134
6,072,924 10 6,072,934
{509,653) (10) {509,663)
196,605 - 196,605
196,805 - 196,605
(706,258) (10) (706,268)

ADC

Patient Days
Adjusted Patient Days
ER Visits

OP Visits

Total Inpatient Revenue
Total ER Revenue

Total Outpatient Revenue
Total Revenue

CONT ALLOW & BAD DEBTS
Total Inpatient Allowance
Total ER Allowance

Total Outpatient Allowance
Total QA Fees

Total Contractuals __

Cafeteria Revenug
Capitation Revenue
DSH Money
Contribution

Copies

Other Misc Revenue
Total Other Revenue

Net Revenue

EXPENSES:

Salary & Wages

Benefits

Total Salaries, Wages & Benefits

Professional Fees - Medical
Professional Fees - Non Medical
Professional Fees - Bankruptcy
Registry

Medical Supplies

Laundry, Linen

Apparel

. Office Supplies

Minor Equipment

Non Medical Supplies

Purchased Services - Medical
Purchased Services - Non Medical
Legal Fees

Advertising

Repairs & Maintenance

Rents & Leases

Utilities & Telephone

Insurances

Licenses & Taxes

Interest Expense

Dues & Subscriptions

Training and Education

Travel and Entertainment
Recruiting Expense

Management Fees

Other Operating Expenses

Bad Debts Adjustments

Total Non-Salary Operating Expenses

Total Operating Expenses

Gain {Loss) from Operations
Other Non-Operating Expense
Amortization of Bonds
Depreciation

Settlements

Total Non-Operating Expenses

Net Income /(Loss)

| Fiscal Year to Date
Facility
Hospital Foundation YTD
YTD YTD Consolidated
May-12 May-12 May-12
Actual Actual Actual
48 - 48
11,698 - 11,698
20,212 - 20,210
21,144 - 21,144
7,741 - 7,741
95,196,017 . - 95,196,017
42,047,221 - 42,047,221
27,223,839 - 27,223,839
164,467,077 - 184,467,077
70,979,640 - 70,979,640
31,346,806 - - 31,346,806
20,283,774 - 20,283,774
(1,949,248) (1,949,248)
120,660,971 - 120660971
115,447 - 115,447
16,443 - 16,443
2,118,377 - 2,116,377
12,184 - 12,184
291,210 100,000 391,210
2,551,661 100,000 2,651,661
46,357,767 100,000 46,457,767
17,476,703 - 17,476,703
3,449,321 - 3,449,321
20,926,024 - 20,926,024
867,093 - 867,093
195,921 - 195,821
1,965,955 - 1,965,955
1,473,044 - 1,473,044
6,841,505 - 6,841,505
172,513 - 172,513
83,640 - 83,640
85,380 - 85,380
. 108,109 - 108,109
902,597 - 902,597
438,659 - 438,659
1,674,634 1,430 1,676,064
22,957 - 22,957
1,448,580 - 1,448,580
454,060 - 454,060
513,802 - 513,802
919,944. - 918,944
60,866 - 60,866
507,503 - 507,503
135,857 - 135,957
11,389 - 11,389
49,011 - 49,011
85,935 - 85,935
- 8,750 8,750
322,810 163 322,773
9,354,512 . - 9,354,512
28,696,175 10,343 28,706,518
49,622,199 10,343 49,632,542
{3,264,433) 89,657 (3,174,776)
1,575,005 22,978 1,597,983
1,575,005 22,978 1,697,983
(4,839,438) 66,679 {4,772,759)

[



Victor Valley Community Hospital

Registry Trend Analysis
For the Month Ending May 31, 2012

[-Oct-11 T :NeV

i 6010 ICU REGISTRY NURSES , 5,065 15,635 8,662 19,092 63,089 -62,209 91,898 81,749 347,398 || 299,431 24,953
i 6070 NURSERY INTENSIVE CARE REGISTR A 3,119 12,166 15,023 30,307 5,801 e
| 6171 MED/SURG REGISTRY . 703 949 7,509 3,566 11,321 22,907 46,823 85,798 179,575 | 441,828 36,819
1 6172 SURG FLOOR REGISTRY : - 17,074 1423
| 6290 PEDIATRICS REGISTRY 783 . 783 4,141 "345
! 6380 OBSTETRICS REGISTRY 2,160 720 3,772 1,440 | 8,092 10,691 891
6530 NURSERY ACUTE REGISTRY i - 1,416 118
7010 EMERGENCY ROOM REGISTRY 28,625 32,987 28,578 30,363 77,518 136,840 188,914 98,907 622,732 | 377,864 31,489
7400 LABOR AND DELIVERY 16,254 16,254 26,541 13,657 20,416 38,048 36,124 28,779 196,073 36,139 3,012
7420 SURGERY - GENERAL REGISTRY 5,053 15229 17,394 13,826 5,968 57,469 40,958 3,413
7427 POST PARTUM REGISTRY 2,480 7,301 10,199 7,556 27,536 39:742 3312
7430 AMB SUG REGISTRY ° ’ 312
7500 LABORATORY REGISTRY - 6,643 554
7570 CARDIAC CATH LAB REGISTRY N 11.963 297
i 7630 RADIOLOGY REGISTRY - 11962 997
| 7639 VASCULAR LAB REGISTRY . " -
‘ 7650 NUCLEAR MEDICINE REGISTRY )
‘ 7660 MRI REGISTRY NURSES . 38’%25 3'185_
7670 ULTRASOUND REGISTRY - - R
7680 CT SCAN REGISTRY - - -
7720 RT REGISTRY - 17,553 1,463
8340 DIETARY 3,080 3,080 12,464 1,039
8360 SOCIAL SERVICES - - .
8720 ADMINISTRATION REGISTRY (ACCRL ONLY) - - -
TOTALREGISTRY . 50,646 65,824 73,449 74,993 194,873 291436 404,158 317,663 - 1,473,044 || 1,373,894 114,491
Average Registry Hours 873.21. 1,134.90 1,266.37 1,292.99 3,057.79 4,572.98 6,341.73 4,984.52 2,940.56
Average Registry FTEs 4.94 6.64 7.17 7.32 18.50 25.89 37.09 28.22 - 18.27




Victor Valley Community Hospital

Premium Wage Analysis

For the Month Ending May 31, 2012

[[Oct:11.] Nov:il [ Decedl | Jan=1 TApt:
Overtime ' 181,145 160,835 290,724 250,076 - 206,219 222,456 205,626 204,845 1,721,926 215,241 2,.775,261
Doubletime 27,417 31,660 40,428 34,771 33,041 47,830 47,967 31,155 294,269 36,784 436,646
Other * 265,633 293,608 240,390 205,163 158,631 183,832 169,739 279,276 1,796,272 224,534 )| 2,723,826
TOTAL 474,195 486,103 571,542 490,010 397,801 454,118 423,332 515,276 3,812,467 476,558 || 5,935,733
[Average Payroll 237,098 243,052 285,771 245,005 198,946 227,050 211,666 257,638 476,558 494,644

* Other mcludes Paid Leave, Sick, Stand-by, Lead, Float, No Lunch, Bereavement, Jury Duty, Education and Training

** Calculations consider monthly payroll accruals



VICTOR VALLEY COMMUNITY HOSPITAL
INCOME STATEMENT - FY 2012

3 -30 31 3 29 3 30 3 30 31 31 30 Y10 YTD 2042
ocT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP 2012 MTD AVE
OPERATING REVENUE
PATIENT REVENUE
INPATIENT REVENUE 10,556,023 10,640,739 12,952,545 11,083,056 12,370,475 13,548,823 12,541,581 ' 11,502,774 95,196,017 11,899,502
EMERGENCY ROOM REVENUE 5438074 5159572 4,761,007 5895565 4,584,126 5,324,044 5,160,691 5,924,142 42,047,221 5,255.903
OUTPATIENT REVENUE 3824003 3,667,582 3,249,740 3,219,337 3,290,983 3,394,064 3,172,677 3,405,454 27,223,839 3,402,980
TOTAL PATIENT REVENUE 79.66,100  10,467.803 20,063.203 19,997,058 20,245,584 22,266,931  20.874,949 20,832,370 164,467,077 50.556.385
DEDUCTIONS FROM REVENUE .
CONTRAGTUAL ADJUSTMENTS IP 7,596,157  8,096.754 9,553,633 8,311,062 9779463 9,369,796 9,855756 8,417,020 70,979,640 8,872,455
CONTRACTUAL ADJUSTMENT ER 3,926,005 3,940,321 3,499,390 4,327,628 3,457,028 3,921,950 3,726,774 4,547,711 31,346,806 3.918,351
GONTRACTUAL ADJUSTMENT OP 2,760,730 2,800,901 2,388,603 2,446,130 2,481,830 2,500,232 2,291,136 2,614,221 20,283,774 2,535,472
COST REPORT ADJUSTMENTS - - - - - - - - - -
OTHER DEDUCTIONS - - - - - - - - - -
QAFEES - - - - - - (1,949,248) - (1,948,248) (243,656)
TOTAL DEDUGTIONS FROM REVENUE 14.282.891 14,837,976 15441,616  15084,820 15718,321  15791,978 13,924,418 15,578,952 = 120,660,971 15,082,621
NET PATIENT REVENUE 5535208 .4.629.917 5521677 4,913,138 4,527,263 6,474,953 6,950,531 5,253,419 - 43,806,106 5475763
28% 24% 26% 25% 22% 29% 24% 25% 27% 27%
‘OTHER REVENUE
CAFETERIA REVENUE 15,407 12,827 8,368 11,229 15,941 21,618 14,654 15,404 115,447 14,431
CAPITATION REVENUE - - 16,443 - - - - - 16,443 2,055
DSH 235,780 250,000 115,000 160,282 403,374 - 628,751 323,190 2,116.377 264.547
CONTRIBUTIONS - - - . - ) ; N - . 7 7
COPIES - - - 2,115 3,547 1,870 2,197 2,455 12,184 1,523
OTHER MISC REVENUE 13,960 21,341 62,537 2,806 1,761 138,984 81,017 (31,197) 291,210 36,401
265,147 284,168 202,348 176,432 434,623 162,472 726,618 308,852 - 3551.661 375,058
TOTAL OPERATING REVENUE 5,800,355 4,914,086 5724025 5089570 4,951,886 6,637,425 7,677,149 5563270 - 46,357,767 5794721
OPERATING EXPENSES
SALARIES AND WAGES 2273718 2218399 2,214,776  2472,205 2,082,189 2,270,232 1,988,565 2,256,620 17,476,703 2,184,588
EMPLOYEE BENEFITS 250,412 210,187 256,277 315,052 345,217 223,760 296,777 206,578 2,104,260 263,032
PAYROLL TAXES 166,042 158,892 165,707 156,844 166,031 189,047 162,898 179,602 1,345,062 168,133
TOTAL SALARIES & WAGES 2,690,171 2,587,477 2636760 2,644,101 2,593437 2,683,039 2448240 2,642,800 - 20,926,024 2,615,753
PROFESSIONAL FEES - MEDICAL 95,375 90,311 101,363 102,751 107,070 117,257 131,894 121,073 867,003 108,387
PROFESSIONAL FEES - NON-MEDICAL 35,000 45,325 48,499 (16,094) 24,872 21,672 13,154 23,493 195,921 24,490
PROFESSIONL FEES - BANKRU 414,427 497,300 315,508 258,574 198,891 116,213 119,988 - 44,554 1,965,955 245,744
REGISTRY 50,646 65,824 73,449 74,993 194,873 291,436 404,158~ 317,663 1,473,044 184130
MEDICAL SUPPLIES 767.650 878,510 910,415 770,268 680,119 1,053,844 941,303 839,396 6,841,505 855.1868
LAUNDRY & LINEN 24,500 22,431 18,734 23,012 19,019 20,178 24,840 19,798 172,613 21,564
APPAREL 11,155 10,738 10,299 8,166 9,413 10,222 11,646 11,999 83,640 10,455
OFFICE SUPPLIES 7,390 10,431 15,263 9,658 8,429 10,241 16,622 7,346 85,380 10,672
MINOR EQUIPMENT 5,091 17,866 15,414 2,527 16,143 17,191 17,278 16,600 108,109 13,514
NON MEDICAL SUPPLIES 133,241 91,036 115,227 90,820 101,908 141,822 114,566 113,988 902,597 112.825
PURCHASED SERVICES (MEDICAL) 32,562 46,686 48,171 35,955 45,665 69,620 78,590 81,410 438,659 54,832
PURCHASED SERVIGES {(NON MEDICAL 156,217 134,845 181,772 198,670 294,892 235,814 259,426 212,998 1,674,634 209,329
LEGAL FEES 3,343 478 859 - 3,158 6,073 221 6,836 22,957 2,870
ADVERTISING - - - : R - . . _ ’ )
REPAIRS & MAINTENANCE 153,508 124,959 129,399 174,986 198,649 118,534 298,525 250,020 1,448,580 181,072
RENTS & LEASES . 63.528 46,350 55,424 58,941 52,115 52,574 64,855 60,272 454,060 56,757
UTILITIES & TELEPHONE 68,955 69,259 62,997 63,490 70,477 62,349 56,835 59,440 513,802 64,225
INSURANCE 117,074 116,561 112,517 115,574 113,214 113,857 115,574 115,574 919,944 114,993
LICENSES & TAXES 7.712 5412 10,124 6,454 10,733 7,503 7,443 5,485 60,866 7,608
INTEREST EXPENSE 64,970 64,469 64,416 84,707 62,154 63,640 64,209 58,848 507,503 63,438
DUES & SUBSCRIPTIONS 20,412 7,990 18,524 19,737 15,183 15,876 14,738 23,498 135,957 16,995
TRAINING & EDUCATION 699 1,081 3 3,882 3,359 945 1,115 277 11,389 1,424
TRAVEL AND ENTERTAINMENT 5,137 6.046 5,384 11,552 4,926 4,661 4,943 6,362 49,011 6,126
RECRUITING EXPENSES - - 567 - 36,000 37,626 9,032 2,710 85,935 10,742
MANAGEMENT FEES - - - - - - B A I °
OTHER OPERATING EXPENSES 42,955 61,880 60,805 34,635 19,218 55,556 22,822 24,739 322,610 . 40,336
BAD DEBTS ADJUSTMENTS 1,688,030 772264 1,030,050 1,111,218 1,019,143 1,241,333 1,486,728 1,005,745 9,354,512 1,169,314
TOTAL OPERATING EXPENSES 6,659,751 5776027 6,041,971 5,868,577  5903,060 6,569,075 6,730,816 6,072,924 o 49,622,199 6,202,775
NET OPERATING INCOME (859,396) (861,941) (317.946) (779,007) (951,174) 68,350 946,334 (509,653) - (3,264,433) (408,054)
NON-OPERATING EXPENSES
AMORTIZATION OF BONDS - . _
DEPRECIATION 196,724 196,592 197,467 196,989 196,914 197,005 196,708 196,605 1,575,005 196,876
SETTLEMENTS -
TOTAL NON-OPERATING EXPENSES 196,724 196,592 197,467 196,989 196,914 197,005 196,708 196,605 . 1,575,008 196.876
Net Income {Loss) (1,056,120) _ (1,068,533) (515.413) (975,996)  (1,148,087)  {128,655) 749,625 (706,258) - (4,839,438) (604,930)




Victor Valley Community Hospital

"Drill Down" Income Statement

‘May 2012

Current Month

Bankruptcy
&

Hospital QA Fees Total Hospital

May-12 May-12 May-12

-Actual Actual Actual
45 ¢ 45
1,402 : 1,402
2,539 ¢ 2,539
2,749 2,749
854 854
11,502,774 ° 11,502,774
5,924,142 5,924,142
3,405,454 | 3,405,454
20,832,370 20,832,370
8,417,020 8,417,020
4,547,711 4,547,714
2,614,221 2,614,221
15,578,952 15,678,953
15,404 15,404
323,190 323,190
(31,197 (31,197)
307,397 307,397
5,560,316 5,560,816
2,256,620 2,256,620
386,180 386,180
2.642.800 : 2,642,800
121,073 121,073
23,493 23,493
- 44,554
317,663 317,863
839,396 839,396
19,798 19,798
11,999 11,999
7,348 7,346
16,600 16,600
113,988 113,988
81,410 81,410
212,998 212,998
6,836 6,836
250,020 250,020
60,272 60,272
59,440 - 59,440
115,574 115,574
5,485 5,485
58,848 : 58,848
23,498 23,498
277 277
6,362 ° 6,362
2,710 2,710
24739 24,739
1,005,745 : 1,005,745
3,385570 . . - 44554 3430124
6,028,370 T 4455k 6072974
67,550 . {4A554] {509,653)
196,605 . 196,605
' 196,605

196,605

[661,708) = (44554 (706258)

ADC

Patient Days
Adjusted Patient Days
ER Visits

OP Visits

Total inpatient Revenue
Total ER Revenue

Total Qutpatient Revenue
Total Revenue

CONT ALLOW & BAD DEBTS
Total Inpatient Allowance
Total ER Allowance

Total Outpatient Allowance

. Total QA Fees

Total Contractuals

Cafeferia Revenue
Capitation Revenue
DSH Money
Contribution

Other Misc Revenue

Total Other Revenue

Net Revenue

EXPENSES:

Salary & Wages

Benefits .

Total Salaries, Wages & Bensfits

Professional Fees - Medical
Professional Fees - Non Medical
Professional Fees - Bankruptcy
Registry

Medical Supplies

{aundry, Linen

Apparel

Office Supplies

Minor Equipment

Non Medical Supplies
Purchased Services - Medical

" Purchased Services - Non Medical

L.egal Fees

Advertising

Repairs & Maintenance
Rents & Leases

Utilities & Telephone
Insurances

Licenses & Taxes

Interest Expense.

Dues & Subscriptions
Training and Education
Travel and Entertainment
Recruiting Expense
Management Fees

Other Operating Expenses
Bad Debts Adjustments
Total Non-Salary Operating Expenses

Total Operating Expenses

Gain (Loss) from Operations
Other Non-Operating Expense
Amortization of Bonds
Depreciation

Settlements

Total Non-Operating Expenses

Net Income /{Loss)

| Fiscal Year to Date ]
Bankruptcy
. & Total
Hospital [¢7:9 2-T-1 Hospital
YTD YTD YTD
May-12 May-12 May-12

Actual Actual Actual

48.0 48.0
11,698.0 11,608
20.211.7 20,212
21,144.0 21,144
77410 7.741

95,196,017 95,196,017

42,047,221 42,047,221

27,223,839 27,223,839

164,467,077 164,467,077

70,979,640 70,879,640

31,346,806 31,346,806

20,283,774 20,283,774

N [04G.248)  (1.949.248)

122,610,220 :949.248)_ 120,560,971
115,447 115,447
16443 16,443

2,116,377 2,116,377

303,393 303,393
2,551,661 2,551,661
4308518 46,357,767
17,476,703 17,476,703
3,449.321 3449321

30,026,024 20,926,024
867,093 867,093
195,921 195,921

- 1,965,955
1,473,044 1,473,044
6,841,505 6,841,505

172,513 172,513
83,640 83,640

85380 85,380
- 108,109 108,108
902,597 902,597
438,659 438,659

1,674,634 1,674,634
22,957 22,957
1,448,580 1,448,580
454,080 454,060
513,802 513,802
919,944 919,944
60,866 60,866
507,503 507,503
135,957 135,957
11,389 . 11,389
49,011 49,011
85,935 85,935
322,610 ‘ 322,610
0354512 i i i L 0E 9354512
26,730,220 - 1,965055 28,696,175
47,656,245 ~ 1,965,055 49,622,199
(3,297,726) T (16,706) _ (3,264,433)
1,575,005 £ 1,575,005
1575005 o L. - 1575005
GBI - o (16.706)  (4.839,438)




Victor Valley Community Hospital

“Drill Down" Balance Sheet

28,977.270

May 2012
Bankruptey &
Hospital QA Fees Totai
Only Exceptional ltems Hospital
ASSETS
CASH .

OPERATING FUNDS 2,254,822 2,254,822
SELF FUNDED INS FUND - -
CAPITATION FUNDS 495,936 495,936
MARKETABLE SECURITIES - -

FOUNDATION CASH
TOTAL CASH 2,750,789 2,750,759
ACCOUNTS RECEIVABLE - PATIENTS 39,659,995 39,659,995
ALLOWANCE FOR DOUBTFUL ACCOUNTS {6,846,699) {6,846.,699)
ALLOWANCE FOR CONTRACTUALS (27,526,037) (27.526,037)

NET PATIENT RECEIVABLE 5.287,25¢ 5.287.259
OTHER RECEIVABLES . 1,362,404 1,362,404
ALLOW FOR DOUBTFUL ACCOUNTS - OTHER REC'BLE (514,710) (514,710)
INVENTORIES 1,344,681 1,344,681
PREPAID & OTHER 2638170 2,638.170

TOTAL CURRENT ASSETS 12,868,563 12,868,563
ASSETS HELD IN TRUST - §,195,279

-1FIXED ASSETS & MAJOR MOVABLES -
LAND 374,388 374,386
LAND IMPROVEMENTS 1,223,268 1,223,256
HOSPITAL BUILDINGS 24,935,810 24,935,810
FIXED EQUIPMENT 2,893,470 2,893,470
MAJOR MOVABLE EQUIPMENT 23,791,351 23,791,351
MINOR EQUIPMENT - -
CONSTRUCTION IN PROGRESS 1,459,003 1.459,003

TOTAL PROPERTY, PLANT & EQUIP 54,677,275 54,677,275
LESS: ACCUMULATED DEPRECIATION (38,568,568) (38,568.,568)

NET PROPERTY, PLANT & EQUIP 16,108,708 16,108.708
INTANGIBLES & OTHER - -

TOTAL ASSETS 28,877,270 34,172,549
Hospitai Total
Only - Hospital
LIABILITIES AND FUND BALANCE
CURRENT PORTION OF LEASES 13,783 13,783
CURRENT PORTION OF LONG-TERM DEBT 2,498,870 2,498,870
ACCRUED INTEREST PAYABLE 61,287 61,287
NOTES PAYABLE - OTHER - -
CURRENT PORTION OF BONDS PAYABLE - .
ACCOUNTS PAYABLE - PRE-PETITION 10,666,920 10,666,920
ACCOUNTS PAYABLE - POST-PETITION 1,209,424 1,209,424
ACCOUNTS PAYABLE - ACCRUALS 1,883,640 1,883,640
ACCRUED PAYROLL, VAC., HOL., SICK 1,822,276 1,822,278
PAYROLL TAXES PAYABLE (1,018) (1,018)
IBNR EMPLOYEE HEALTH INS - -
OTHER PAYROLL LIABILITIES 25,120 25,120
DUE TO/(FROM) VVCH FOUNDATION 794,625 794,625
OTHER CURRENT LIABILITIES 12,451 12,451
SETTLEMENT PAYABLE 70,000 70,000
IBNR 260.688 260,688
CURRENT LIABILITIES 19,318.069 18.318.089
LONG TERM LIABILITIES
[BONDS PAYABLE (NET OF UNAMORT.) - -
LOAN PAYABLE 2,907,125 2,907,125
DUE TO THIRD PARTY PAYORS-MEDCAL 4,780,167 4,780,167
DIP FINANCING - 2,675,000 2,675,000
CMS PAY-BACK LIABILITY 4,900,000 1,800,000
CAPITALIZED LEASE OBLIGATION 19,526 19,528
NOTES PAYABLE LT - PHM 8,700,000 5 6,700,000
DEPOSIT PAYABLE - KPC - 680,659 680,659
DEPOSIT PAYABLE - Prime Healthcare . - 4,319,341 4,319,341
DEFERRED REVENUE (CHOICE) 370.000 GE 370.000
TOTAL OTHER LIABILITIES 19.351.818 : 5,000,000 24.351.818
TOTAL LIABILITIES & DEFERRED CREDITS 38.669.887 000.000 43.669.887
FUND BAL -PRIOR YR (4,657,803) ERTORr (4,657,903)
FUND BAL -CURR YR (5.034.714} 485279 (4.839,435)
. TOTAL FUND BALANCE {8.692.617) 195,279 (9.497,338)
TOTAL LIABILITIES & FUND BAL - . 5195279 34,172,549
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TCA Partners, LLP

A Certified Public Accountancy Limited Liability Partnership
1111 East Herndon Avenue, Suite 211, Fresno, CA 93720
Voice (559) 431-7708  Fax (559) 431-7685

Report of Independent Auditors

To the Board of Directors
Victor Valley Community Hospital
Victorville, California

We have audited the accompanying balance sheets of Victor Valley Community Hospital (the Hospital)
as of September 30, 2011 and 2010, and the related statements of operations, changes in net assets, and

~-zash flows for the years then ended. These financial statements are the responsibility of the Hospital's

management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. We were not engaged to perform
audits of the Hospital’s internal controls over financial reporting. Our audits included consideration of
internal controls over financial reporting as a basis of designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Hospital’s
internal controls over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provide a reasonable basis for our opinion. :

The accompanying. financial statements have been prepared assuming that the Hospital will continue as a
going concern. As discussed in Note 12 to the financial statements, the Hospital has experienced recurring
cash shortages and was not able to meet ongoing obligations from operations and certain debt
instruments. The Hospital filed for protection under the United States Bankruptcy Law in September
2010. These conditions raise substantial doubt about the Hospital’s ability to continue as a going concern.
Management’s plans regarding these matters also are described in Note 12. The financial statements do
not include any adjustments that might result from the outcome of this uncertainty.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Victor Valley Community Hospital at September 30, 2011 and 2010, and the results
of its operations and its cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

7CA Pruitners, LLP

January 13,2012




VICTOR VALLEY COMMUNITY HOSPITAL

Balance Sheets

Assets
Current assets:
Cash and cash equivalents
Patient accounts receivable, net of allowances
Other receivables
Asset limited as to use, current
Supplies
Prepaid expenses and other current assets

Total current assets e

Assets limited as to use
Property and equipment, net

Other assets
Total assets

Liabilities and Net Assets

Current liabilities: _
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Estimated third-party payor settlements, current
Current maturities of long-term debt
Other current liabilities

Total current liabilities

Long-term debt, less current maturities
Estimated third-party payor settlements
Deferred revenue

Total liabilities

Net assets:
Unrestricted net accumulated deficit
Temporarily restricted net assets
Total net accumulated deficit

Total liabilities and net accumulated deficit

See accompanying notes to the financial statements

September 30,

2011 2010
5033287 $ 822,838
4,978,848 4,866,783
1,021,784 2,539,935
5,870,214 1,615,498

1,330,351 1,327,052
2,859,299 1,043,545
21,093,783 12,215,651
-0- 625,675
16,982,372 17,582,503
-0- 35,907
38.076.155  $ 30.459.736
17,831,957  $ 10,209,172
1,418,749 2,527,087
3,620,621 5,205,350
6,924,846 2,902,030
260,688 260,688
30,056,861 21,104,327
9,415,919 16,838,475
1,900,000 - - -0-
370,000 370,000
41,742,780 38,312,802
(4,271,296) (8,451,974)

604,671 598,908
3.666,625 7,853,066

$ 30,459,736

38,076,155




VICTOR VALLEY COMMUNITY HOSPITAL

Statements of Operations and Changes in Net Assets

Unrestricted revenues, gains and other support:

Net patient service revenue
Other revenues:
Capitation revenue
Grants and Contributions
Other
" Total revenues, gains and other support

Expenses:

Salaries and wages
Employee benefits
Professional fees
Purchased services
Supplies

Repairs and maintenance
Utilities

Lease and rental
Depreciation and amortization
Interest

Bad debts

Insurance

Other

Total expenses

Income (loss) from operations

* Extraordinary expense -

_ Net change in unrestricted net assets

Net change in temporarily restricted net assets
~ Net change in total net assets

Net accumulated deficit, beginning of year

Net accumulated deficit, end of year

See accompanying notes to the financial statements

Year Ended September 30,

2011 2010
$ 86,404,344 $ 60,486,136
-0- 1,308,265
17,870 707,672
405,844 1.298.670
86,828,058 63,800,743
27,658,932 28,189,838
5,887,309 5,158,004
8,333,548 2,994,015
2,921,821 2,643,672
12,705,814 11,766,416
1,953,405 1,588,202
875,669 1,022,716
768,909 779,441
2,381,942 1,904,095
544,132 1,253,854
15,224,000 7,771,334
1,388,556 1,371,153
1,731,347 1.966.469
82.375.384 68.409,209
4,452,674 (4,608,466)
200,315 255.620
4,252,359 (4,864,086)
(65.918) 488.757
4,186,441 (4,375,329)
(7.853.066) (3.477.737)
$  (3.666.625) (7.853.066)




VICTOR VALLEY COMMUNITY HOSPITAL

Statements of Cash Flows

Cash flows from operating activities:
Net change in net assets
Adjustments to reconcile net income to net cash provided
by operating activities: :
Depreciation and amortization
Changes in operating assets and liabilities:
Patient accounts receivable
Other accounts receivable
Supplies o
Prepaid expenses and other-eusrent-assets
- Estimated third-party payor settlements
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Other liabilities
Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property and equipment

Net change in assets limited as to use
‘Net cash used in investing activities

Cash flows from financing activities:
Proceeds from debt borrowings
Repayment of debt borrowings
Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash équivalents, end of year

- Supplemental disclosure of cash flows information:

Cash paid for interest

See accompanying notes to the financial statements

Year Ended September 30

2011 2010
4,186,441  $ (4,375,329)
2,381,942 1,904,095

(112,065) 2,896,577
1,518,151) (472,459)

(3,299) 640,406
(1,815,754) (423,542) - .

315,271 2,871,324
7,622,785 89,617
(1,108,338) (154,399)

-0- - __ (1,961.938)
12,985,134 1,004,352
(1,742,916) (4,323,591)
(3.629.041) 2.318.779
(5,371,957) (2,004,812)

20,000 2,048,578
(3,422.,728) (1,237.515)

(3.402.728) 811,063
4,210,449 (189,397)

822,838 1,012,235

5033287 § 822838

$ 1214367 §__ 747318




VICTOR VALLEY COMMUNITY HOSPITAL

Notes to Financial Statements

September 30, 2011

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

Organization — Victor Valley Community Hospital (the Hospital), located in Victorville, California, is a
not-for-profit acute care hospital. The Hospital provides inpatient, outpatient, emergency care and post-
acute services.

Use of estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates. i e e e e

Cash and cash equivalents - Cash and cash equivalents include certain investments in certificates of
deposit, U.S. Treasury obligations and savings accounts with original maturities of general