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MANAGEMENT’S DISCUSSION AND ANALYSIS OF RECENT FINANCIAL 
PERFORMANCE 

The operating performance of Tallahassee Memorial HealthCare, Inc. (“TMH”) declined in fiscal 
year 2022 compared to the prior two most recently completed fiscal years. Net revenue from patient services 
was higher in fiscal year 2022 due to improved patient volumes in patient days of care, emergency visits 
and cases of surgery. 

 
 COVID-19 Impact 
 
 The Governor of the State of Florida issued Executive Order 2020-52 on March 9, 2020 declaring 
a state of emergency in Florida. The order mandated executive actions in response to the growing number 
of COVID-19 cases in Florida. The Governor, acting to reduce the spread of the virus, issued additional 
executive orders that closed or restricted access to certain businesses and activities, restricted non-essential 
travel and screened persons traveling into Florida, suspended vacation rental operations, and limited 
movement of all persons in Florida until April 30, 2020 except movement necessary to obtain or provide 
essential services. Impactful to healthcare providers, the Governor on March 20, 2020 issued Executive 
Order 2020-72 prohibiting medically unnecessary, non-urgent or non-emergency procedures and surgeries 
provided the patient’s immediate health, safety or well-being were not placed at risk. The Governor 
rescinded Executive Orders 2020-52 and 2020-72 effective May 4, 2020. The effects of these orders and 
the impact of COVID-19 on the overall economy had a material impact on TMH’s operating revenue in 
fiscal year 2020. 

In response to the growing public concern with the spread of the virus and the executive orders, TMH 
suspended elective, non-urgent and non-emergent procedures, surgeries and other visits to the various TMH 
facilities during mid-March 2020. This curtailment of activities continued until May 11, 2020. 

TMH continued to pursue its mission and provide care for its communities across North Florida and South 
Georgia. Activities such as the following were undertaken: 

 Developed, implemented and managed the first drive-through testing collection center in north 
Florida. Numerous partners were engaged in the endeavor such as City government, other local 
healthcare providers, a local health plan, and other interested parties; 

 Established and implemented plans that identified and converted currently unoccupied hospital 
space to surge capacity facilities, if needed; 

 Supply costs were closely managed to preserve and protect inventory for necessary procedures; 
 Labor expenses were managed by a reduction of worked hours across the organization in order to 

avoid outright furloughs of staff;  
 Reduced planned capital expenditures in fiscal year ending September 30, 2021; 
 Established supply chain protocols to ensure the availability of personal protective equipment; 
 Requested and received approximately $62.5 million during fiscal year ending September 30, 2020 

of accelerated Medicare payments as provided for in the Coronavirus Aid, Relief, and Economic 
Security Act (the “CARES Act”). Recoupment of approximately $17.5 million of the accelerated 
Medicare payments occurred during fiscal year ending September 30, 2021. The remaining 
accelerated Medicare payments of approximately $45.0 million were recouped during fiscal year 
2022; 
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 Received an aggregate of approximately $2,282,000, $4,511,000 and $16,088,000 million of funds 
during fiscal years ending September 30, 2022, 2021 and 2020, respectively, as part of the general 
and targeted distributions from the Public Health and Social Services Emergency Fund (Provider 
Relief Fund) appropriated as part of the CARES Act; and 

 In April 2020 commenced deferral of the employer portion of social security taxes which reduced 
cash expenditures approximately $3,400,000 and $6,200,000 during fiscal years ending September 
30, 2021 and 2020, respectively. Deferred social security taxes of approximately $4.8 million was 
repaid during fiscal year ending September 30, 2022 and the remaining deferred social security 
taxes of approximately $4.8 million is expected to be repaid during fiscal year ending September 
30, 2023. 

 
M.T. Mustian Center 

 
The M.T. Mustian Center is a multi-story approximately 350,000 square foot addition (the 

“Center”) that was completed substantially on time and within budget at the southeast corner of the campus 
and is directly connected to the existing Hospital. Patient occupancy of the Center commenced May 19, 
2019 with the movement of adult ICU patients. The first surgical case was performed in the new ORs on 
May 20, 2019.  
 

The Center contains: (a) twenty-eight (28) operating suites that replaced all existing operating 
suites, (b) four (4) interventional suites for neurosurgical and vascular procedures and (c) 72 adult 
medical/surgical intensive care beds. The Center will also accommodate future additions of operating suites 
and intensive care beds when the need arises. The Center includes all the necessary support services for the 
operating suites and the intensive care beds, such as preadmission testing, peri-operative services, post-
anesthesia care unit, sterile processing services, blood bank, respiratory therapy, CT imaging, pharmacy, 
and materials management.   

 
The project included construction of the new building, acquisition and installation of all new 

operating suite and intensive care equipment, and a variety of enabling projects to prepare the site (removal 
of existing buildings, relocation of infrastructure, improvements to storm water conveyance systems, 
roadway and access improvements and relocation of certain access points to existing facilities). The final 
cost of the project was approximately $270 million and was funded by proceeds from City of Tallahassee, 
Florida Health Facilities Revenue Bonds, Series 2016A and Series 2016B.  

 
The commencement of operations in the Center had an impact on the operating results. Revenue 

growth was less than expected in the remainder of fiscal year 2019 after the Center opened. Revenue growth 
was significantly impacted in fiscal year 2020 due to COVID-19 limitations described above. Operating 
expenses were higher after opening the Center due to additional fixed costs and increase in personnel costs. 
Nurse staffing in surgery and ICU are complex skill sets that have long lead-times for recruitment and 
orientation. Upon opening of the Center in fiscal year 2019, unexpected transition issues with the state-of-
the-art supply delivery system impacted operational efficiency post-opening which contributed to fewer 
than expected cases of surgery. Those unexpected issues were resolved during fiscal year 2020. Surgical 
cases improved in fiscal year 2022 to 28,727 from 27,702, or 3.7%, compared to fiscal year 2021. 

 
The operating margin for the fiscal years ending September 30, 2022, 2021 and 2020 were (1.1%), 

2.6% and (2.6%), respectively.  Total acute care discharges were 27,518, 27,135 and 26,954 for the fiscal 
years ending September 30, 2022, 2021 and 2020, respectively. The year over year change in number of 
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total acute care discharges was 1.4%, 0.7% and (4.9%) during fiscal years 2022, 2021 and 2020, 
respectively. The number of acute patient days of care increased 2.6% in fiscal year 2022 compared to fiscal 
year 2021. The use of health care services due to government mandated restrictions at the onset of COVID-
19 in March 2020 caused a decline in the number of acute patient days of 6.2% in fiscal year 2020 compared 
to fiscal year 2019.  Emergency room visits increased 9.3% during fiscal year 2022 compared to fiscal year 
2021.  

 
Total operating expenses increased 9.5% during fiscal year 2022 compared to fiscal year 2021 as a 

result of increased discharges, longer average length of stay, increased emergency visits and increased 
surgical cases. Expenses as a percentage of total operating revenues were 101.1%, 97.5% and 102.6% for 
the fiscal years ending September 30, 2022, 2021 and 2020, respectively. During the most recently 
completed fiscal year, changes in expenses are primarily attributed to: (a) higher salaries, wages and 
benefits related to registered nursing shortages and continued use of contract nurses, respiratory therapists, 
surgical technicians, and cardiac technologists; (b) rising base wages in other labor areas due to market 
inflation and wage pressures to recruit staff; (c) growth in cancer related services including infusion therapy; 
(d) increased supply costs related to inflation, supply chain availability and higher costs to acquire personal 
protective equipment due to COVID-19; (e) depreciation, amortization and interest costs related to the 
opening of the Center; (f) additional costs to maintain a temporary boiler unit to manage humidity in the 
operating suites due to failure of the in-place equipment; and (f) an increase in the cost of the self-insured 
retention for professional liability expenses due to higher than expected number of claims asserted.  Labor 
costs were 48.9%, 46.2% and 50.7% of total operating revenues for fiscal years ending September 30, 2022, 
2021 and 2020, respectively. The management team remains focused on productivity metrics and the 
number of full-time equivalents and has adequate controls in place to maintain appropriate, cost-effective 
staffing. 
  

In 2021, TMH entered into a master agreement with The St. Joe Company (“SJC”) to develop a 
health care campus in Panama City Beach, Florida in cooperation with the Florida State University College 
of Medicine (“FSUCOM”). The intent of the agreement is to jointly plan and develop the campus to initially 
include an ambulatory and urgent care center, and professional office building. Future development plans 
include the construction of an emergency center and inpatient hospital facility. In the fall of 2022, TMH 
entered into a ground lease with SJC for the site of the future hospital and entered into a master tenant lease 
for the medical office building. Planning the development of the health campus continues with SJC and 
FSUCOM. 

Other future capital plans include ordinary and necessary annual replacements of existing 
equipment and acquisition of new equipment as technology changes. Routine capital needs will be funded 
from operating cash flow. Plans are being developed to determine the scope of the future hospital 
construction project as well as financing requirements.  
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Historical Utilization 

 
The following table summarizes certain operating and utilization statistics of TMH for fiscal years ending 
September 30, 2022, 2021 and 2020. 
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Sources of Patient Service Revenue  
 

Payments are made to TMH by patients, by various issuing organizations (including self-insured 
employers), and by the federal and state governments under Medicare, Medicaid and other programs.  TMH 
is certified by the State of Florida to participate in the Medicaid Program and by the U.S. Department of 
Health and Human Services to participate in the Medicare program. The approximate percentages of gross 
patient charges for the fiscal years ending September 30, 2022, 2021 and 2020 are: 
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Maximum Annual Debt Service Coverage 
 

The following table sets forth the historical maximum annual debt service coverage ratios of TMH 
for the fiscal years ended September 30, 2022, 2021 and 2020. Such information should be considered in 
conjunction with the consolidated financial statements and the notes thereto. The following information 
includes the results of the entities that are not members of the Obligated Group and is presented for financial 
information only and does not necessarily correspond to the coverage requirements of the Master Indenture; 
however, if the calculations had been made in accordance with the Master Indenture, the results would  not 
have been materially different from those presented below because the members of the Obligated Group 
are substantially similar to the entities whose results are included below. 
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Capitalization 
 
The table below sets forth the capitalization of TMH as of September 30, 2022, 2021 and 2020.  
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Liquidity 
 
The table below presents TMH’s Days Cash on Hand at September 30, 2022, 2021 and 2020. 

 

 

 

 


