MEMORANDUM

Date: May 23, 2012
To: Board of Trustees

From: Kent Torrence

Subject: Budget for Year Ending June 30, 2013
Included with this memo are the following for the year ending June 30, 2013:

¢ Comparison of Budget to Actual
* Budget for Payroll and Benefits
* (Capital Budget

* Profit and Loss Projections

e (Cash Projections

Following is background information on the assumptions and estimates used in the
budget and cash projections, as well as a discussion of how budgeted revenues and
expenses for 2013 compare to estimated actual expenses for the year ended June 30,
2012.

Allocation of Costs
Costs of the ambulance contract and expenses relating to joint efforts are allocated on a
pro-rata basis based upon the relative unit hours expended by the contractor in each

division.

For the year 2013 budget and forecasts for years 2014-2017, we assumed allocation
percentages of 46% for the Eastern Division and 54% for the Western Division which are
reflective of the projected unit hours required to accommodate the requirements of each
division.
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Transport Estimates

Emergency and non-emergency transports for both jurisdictions are increased 2% over
the estimated 2012 transports. The 2013 transports are an approximation of the
annualized YTD 3/11 transport volumes. Transport numbers are summarized as follows:

2013 2012 2012 2013 2012 2012

Budget Budget Actual*  Budget Budget Actual®
Fastern Eastern Eastemrn Western Western Western

Emergency 58,000 56,000 56,500 70,100 66,300 68,700

Non-
emergency 9,300 11,300 10,100 1,700 3,400 2,600

Total 67,300 67,300 66,000 71,800 69,700 71,300

* Projected
We anticipate no significant change in our overall payer and service mix.

Ambulance Revenue
Ambulance revenue (or “gross charges”) is simply transports times rates. The emergency
rate is increased from $1,100 to $1,300 effective July 1, 2012 for both divisions.

Utility Bill Revenue (East)
Utility bill revenue reflects 110,000 water taps at $3.64 per month per tap.

Subscription Revenue
Subscription revenue is expected to decrease consistent with the previous year decrease.

Deductions from Revenue/Collection Rate

Deductions from revenue generally represent the difference between gross billings and
the associated receipts. Receipts have been adjusted for budgeted volume increases and
the rate increase per above.

Ambulance Contract Service
The increase is due to the impact of the volume increase and an increase in the

contractual rate.
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First Responder Fee
The First Responder fee is the same as the previous year with $600,000 to the City of
Tulsa and $87,000 to the Eastern non-beneficiaries.

Employee Compensation and Benefits

Employee compensation and benefits reflect an approximate 3.6% increase in wage rates,
an increase of 1.5 FTE (.5 in billing and one in patient financial services) to respond to
increased demand, an increase in healthcare costs (10%), all offset by a decrease in
overtime.

Medical Supplies

The increase in nondisposable medical equipment reflects increased volume and prices
associated with these supplies. The budget does not include any anticipated effects of any
new protocols or protocol changes.

Building Rent, Utilities and Maintenance
Building rent for 2013 reflects expenses per contractual obligations. Overall rent declines
as the Oklahoma City apartment lease is terminated effective 11/30/11.

TotalCare Campaign Expenses
Expenses are expected to approximate the prior year.

Egquipment Maintenance Expense

Radio maintenance declines due to the implementation of a new paging system which
reduces maintenance on the UHF system and pagers. Office equipment declines as a new
contract is entered into for leasing of office equipment. Medical equipment declines as
the previous year (2012) had five quarters of support on the LP 15’s.

Quality Assurance Fees
The increase includes a 4% increase in wages for OMD support staff and the addition of
one FTE.

Telephone

Telephone expenses are per contractual obligations. The base costs are reflective of what
is currently being experienced. The cellular costs increase due to costs associated with a
new paging system. This increase is more than offset by decreases in radio maintenance
(see above) and the costs associated with tower leases.

Professional Services

Legal expenses increase due to several pending lawsuits and consultation regarding
media related issues. Medicare consulting expenses are higher due to an ongoing
Medicare compliance audit.
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Community Relations

Professional services decline as services associated with media related activity decline.
Other services increase in the East due to costs associated with improving communication
with utility bill members and increasing the understanding of members with the specifics
of the program.

Postage and Courier Services
Postage expenses are increased for volume.

Equipment Lease Expense
The need for tower leases is eliminated with the new paging system. The budget reflects
the new paging system being put in service 1/1/13.

Office Supplies
Office supplies reflect an increase in volume and price.

Miscellaneous Supplies
These costs are reflective of 2012 experience adjusted for changes in volume and prices.

Insurance Expense
Insurance expense is increased to reflect an increase in rates and an increase in property

values.

Business Travel and Training Expense
Business travel decreases as Amex points are used to offset airline costs.

Other Fees and Expenses
QOutside mailing services decline as there are fewer mailings.

Depreciation
The fixed asset system projects depreciation on current balances and 2013-2017

additions are depreciated over an average life of four years.

Interest Expense
Interest expense in the East is associated with the financing of the Lansing building
addition (see capital budget). The addition is financed at 6% over ten years.

Gain (Loss) on Disposal of Assets
No significant disposals of assets with book value are anticipated for fiscal 2013.

Cash Projections for 2013 through 2017
The cash, division capital and net income (loss) projections for fiscal 2013 through 2017
are based on the following assumptions:
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1. It is assumed that transports increase by 2% per year through 6/30/2017.
2. There will be no change in payer mix or service type mix.
3. Collection rates are assumed to be the same throughout the period.
4. Joint costs are split between the East and West 46/54 through 2016.
5. Other operating expenses are increased 3% per year for inflation.
6. TotalCare revenues are projected to steadily decline as a result of new members

10.

not replacing a declining renewal base. For each year, we predicted a 5% decline
in base subscription receipts. No change in subscription rates was anticipated.

It is assumed that the Eastern utility bill rate remains at $3.64 per month with the
number of taps at 110,000.

The East forecast includes $1,750,000 of First Responder capital/supply costs
and $3,435,000 of First Responder related personnel costs.

It is assumed and expected that the Western Division will subsidize the projected
cash deficits.

The West cash projection includes a reserve that will provide a cushion against
future cash flow uncertainties and potentially eliminate the need for
interdivisional borrowings.
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