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Dear Fellow Shareholder,

I appreciate the opportunity to write to you as CEO of Quorum Health Corporation in our first year as a public company. 

As you know, Quorum was launched on April 29, 2016, after being part of a larger group of hospitals. We now have the 

opportunity to transform this portfolio to an independent company with a mission to improve health in every community 

we serve. We thank our hard-working physicians, nurses and other professionals who make this mission a reality.

Letter to Shareholders

In a short period, we established a strategic plan and have taken the initial steps 
to achieve our objectives, which focus on two key areas: 1) Refine our portfolio 
to include high-quality hospitals and outpatient services, and 2) grow our  
revenues and margins. 

REFINE OUR PORTFOLIO TO INCLUDE HIGH-QUALITY HOSPITALS 

AND OUTPATIENT SERVICES

Quorum is focused on rural and mid-size markets where the local hospital is 
often the sole or primary provider of services in the community. The challenge 
is to attract local residents to these hospitals rather than residents commuting 
to larger nearby cities for services. Our strategy to increase utilization by local 
residents focuses on the following:

Expanding the breadth of services. Shortly after our launch, our senior 
management met with each of our hospitals to discuss market-specific strategic 
plans and needed services. With this effort, we are targeting four specialties: 
orthopedics, general surgery, gastroenterology, and cardiology. These addi-
tions should enhance access to these important services in our communities. 
We are also investing capital to expand our outpatient service line offerings.

Attracting new physicians, adding other medical staff and retaining 
physicians. To build on our services and address the medically-underserved 
nature of our markets, we are aggressively recruiting new physicians and 
medical staff. During 2016, we added 137 physicians and have agreements in 
place for even more to commence in 2017. In addition, we seek to partner  
with our physicians and have created a Physician Advisory Board to provide 
physician input and increase engagement. 

Driving local management authority and improving retention of hospi-
tal CEOs. Serving our markets effectively requires more decision-making at 
the local level. We seek to empower our local hospital CEOs to build their 
organizations to better serve their markets. We are investing in leadership 
development programs, CEO retention programs, and technology resources to 
further support our hospital management teams.

Improving patient safety and quality of care. To attract patients, a hospi-
tal needs high quality standards and a strong reputation. We have developed 
our own Quality Dashboard to measure our performance in serving our patients. 
Using this tool, we have already seen a 6.1% improvement in our quality results 
internally. In addition, our hospitals have achieved an 80% reduction in their 
Serious Safety Event Rate measured from its 2013 baseline, which means more 
than 600 individuals were spared the impact of these events in our hospitals.

GROW OUR REVENUES AND MARGINS

Assuring our long-term success also requires generating solid financial perfor-
mance and achieving growth. We have a plan to achieve these results by:

Divesting non-core assets. As we noted at the time of our launch, our portfolio 
included hospitals that we identified for possible divestiture. These hospitals 
represented some of our lowest financial performers. In 2016, we divested 
two of these hospitals. As a result, we entered 2017 with less of a drag on  
performance from these two non-core facilities. We are in discussions to 
divest others.

Improving financial performance of core hospitals. Our core hospitals 
have the potential for margin improvement driven largely by increasing services 
and physician coverage. In addition, we see opportunities to reduce costs 
through less contract labor and better supply management. We expect to see 
these improvements beginning in 2017.

Reducing our debt. We began operations with substantial indebtedness  
and we intend to reduce our leverage. As part of this strategy, we used net 
proceeds from our first two divestitures to pay down debt. We will continue to 
use proceeds from hospital divestitures to reduce our debt.

Selective acquisitions over time. While we place greater focus initially on 
divesting non-core hospitals, we will seek to identify new hospitals to support 
our growth.  

In summary, Quorum is at the beginning of a journey to become a leading 
rural and mid-size hospital company. I am excited about the company’s potential 
and the enthusiasm displayed by our employees as we embark on this journey.  
I thank them for their valuable contributions and thank you for your support.

Sincerely,

THOMAS D. MILLER 

President, Chief Executive Officer and Director
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Hospital Management Advisory and Operations Support

Hospital Group Purchasing

Online Solutions for Hospitals.  

Education Programs

Refine our Portfolio to Include High-Quality, Profitable Hospitals and Outpatient Service Facilities 



Expand the Breadth and Capacity of the Specialty Care Service Lines and Outpatient Services We Offer 

Enhance Patient Safety, Quality of Care and Satisfaction at our Healthcare Facilities 

Improve the Operating and Financial Performance of our Hospital Operations Business 

Improve Financial Results by Pursuing the Sale of Underperforming Hospitals 



Grow our Revenues through Selective Acquisitions 



Strong Presence in the Communities We Serve 

Geographically Diversified Hospital Portfolio 

Track Record of Continuous Improvement in Clinical Quality, Safety and Patient Experience 

Dedicated and Experienced Management Teams 



Overview

Demographic Trends 

Hospital Consolidation Trends 



Payment Trends 

Outpatient Services Trends 

Health Insurance Coverage Trends 



Charity Care

Provision for Bad Debts



Medicare Reimbursement 

Inpatient Medicare Reimbursement.



Outpatient Medicare Reimbursement. 

Medicare Bundled Payments.

Medicare-Dependent Hospital Program.



Medicare Physician Services Payments.

Medicare Disproportionate Share Hospital Payments.

Medicare Administrative Contractors.  

Medicaid Reimbursement 



Medicaid Disproportionate Share Hospital and Supplemental Payments.

Electronic Health Records Incentive Payments 



TRICARE

Managed Care and Commercial Plans  

Accountable Care Organizations 



Licensure, Certifications and Accreditations 



Fraud and Abuse Provisions 

Federal False Claims Act 

Federal Anti-Kickback Statute 



The Stark Law 



Other Fraud and Abuse Laws

State Laws 

Program Integrity 



Annual Cost Reports 

HIPAA Administrative Simplification and Privacy and Security Requirements 

State Certificate of Need Laws 



Not-for-Profit Hospital Conversion Legislation 

Corporate Practice of Medicine and Fee-Splitting 

Emergency Medical Treatment and Active Labor Act 

Medical Malpractice Tort Law Reform 



Environmental Regulation 

Separation and Distribution Agreement.

Tax Matters Agreement.  

Employee Matters Agreement.  
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Professional and General Liability and Workers’ Compensation 

Employee Health Benefits 



Employees 

Physicians 

Unions and Labor Relations 
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We have substantial indebtedness, which could adversely affect our ability to refinance our existing indebtedness, raise 
additional capital, finance operations and capital expenditures, pursue desirable business opportunities or successfully operate our 
business in the future. 

The agreements governing our debt, including our credit facilities and the indenture governing our Senior Notes, contain 
various covenants that impose restrictions on us that may affect our ability to operate our business. 



Our financial statements have been prepared under the assumption that we will continue as a going concern. 

If we are unable to effectively compete for patients, local residents in the markets where we operate hospitals may choose to 
use other hospitals and healthcare providers for medical treatment. 



If reimbursement rates paid by federal or state healthcare programs or commercial insurance and other managed care payors 
are reduced, if we are unable to maintain favorable contract terms with payors or comply with our payor contract obligations, if
insured individuals move to insurance programs or plans with greater coverage exclusions or narrower networks, or if insurance 
coverage is otherwise restricted, our net operating revenues may decline. 

If we experience growth in self-pay revenues, or if we experience deterioration in the collectability of patient responsibility
accounts, our results of operations, financial condition and cash flows could be adversely affected. 



As a result of the increase in reviews of claims filed for Medicare and Medicaid reimbursements, we may experience delayed 
payments or incur additional costs and may be required to repay amounts already paid to us under these programs. 

Changes to Medicaid supplemental payment programs may adversely affect our revenues and results of operations. 



A material portion of our revenues are concentrated in a single state which makes us particularly sensitive to regulatory and 
economic changes in that state. 

If we are unable to complete divestitures that are currently contemplated, our results of operations and financial condition 
could be adversely affected.  

A significant decline in operating results or other indicators of impairment at one or more of our facilities could result in a
material, non-cash charge to earnings to impair the value of long-lived assets. 

If the fair value of one or both of our reporting units declines, it could result in a material, non-cash charge to earnings from 
impairment of our goodwill. 



We are unable to predict the ultimate impact of the Affordable Care Act, and our business may be adversely affected if the 
Affordable Care Act is repealed entirely or if provisions benefitting our operations are significantly modified. 

If competition decreases our ability to acquire additional hospitals on favorable terms, we may be unable to execute our 
acquisition strategy. 

If we fail to improve the financial and operating performance of acquired and existing hospitals, we may be unable to achieve 
our growth strategy. 

The failure or downsizing of large employers, or the closure of manufacturing or other major facilities in our markets, could 
have a disproportionate impact on our hospitals. 

We are subject to a variety of operational, legal and financial risks associated with outsourcing functions to third parties. 



The failure to obtain our medical supplies and drugs at favorable prices could cause our operating results to be adversely 
affected.

A pandemic, epidemic or outbreak of a contagious disease in the markets in which we operate hospitals, or which otherwise 
impacts our healthcare facilities, could adversely impact our business. 

Our performance depends on our ability to recruit and retain quality physicians. 

Our labor costs could be adversely affected by competition for medical staff, a shortage of experienced nurses and labor union 
activity. 



Our hospitals and other healthcare facilities may be negatively impacted by severe weather, earthquakes and other factors 
beyond our control, which could restrict patient access to care or cause one or more of our facilities to close temporarily. 

If our adoption and utilization of electronic health record systems fails to achieve the required measures for meaningful use, 
our results of operations could be adversely affected. 

If there are delays in regulatory updates by governmental agencies to federal and state healthcare programs, we may 
experience increased volatility in our operating results as such delays may result in a timing difference between when such 
program revenues are earned and when they become known or estimable for purposes of accounting recognition. 

Controls designed by third-party payors to reduce utilization of inpatient services may reduce our revenues. 



If we fail to comply with the extensive laws and governmental regulations that apply to the U.S. healthcare industry, including
anti-fraud and abuse laws, we could suffer penalties or be required to make significant changes to our operations. 

We could be subject to increased monetary penalties and other sanctions, including exclusion from federal healthcare 
programs, if we fail to comply with the terms of the Corporate Integrity Agreement. 

We may be adversely affected by consolidation among health insurance providers. 



We may from time to time become the subject of legal, regulatory and governmental proceedings that, if resolved unfavorably, 
could have an adverse effect on us, and we may be subject to other loss contingencies, both known and unknown. 

If we become subject to significant legal actions, we could be subject to substantial uninsured liabilities or increased insurance
costs.

Our operations could be impaired by a failure of our information systems.



A cyber-attack or security breach could cause a loss of confidential patient data, give rise to remediation and other expenses,
expose us to liability under HIPAA, consumer protection laws, common law or other legal theories, subject us to litigation and 
federal and state governmental inquiries, damage our reputation, and otherwise be disruptive to our business. 

The industry trend toward value-based purchasing may negatively impact our revenues. 

Certificate of need laws and regulations regarding licenses, ownership and operation may impair our future expansion or 
divestiture opportunities in some states. In states without certificate of need laws, our providers may face lower barriers to entry, 
but could also face increased competition from other providers. 



If we acquire hospitals with unknown or contingent liabilities, we could become liable for material obligations. 

State efforts to regulate the sale of hospitals operated by municipal or not-for-profit entities could prevent us from acquiring
these types of hospitals and executing on our business strategy. 

Quorum Health Resources, while subject to various risk factors affecting its hospital industry clients, is subject to additional
risks related to its unique business model. 

We may be unable to achieve some or all of the benefits that we expected to achieve from the Spin-off. 

Our accounting and other management systems and resources may not be adequately prepared to meet the financial reporting 
requirements of the Exchange Act and Sarbanes-Oxley Act. 



The utilization of our federal income tax loss carryforwards could be substantially limited if we experience an ownership 
change as defined in the Internal Revenue Code. 

The utilization of our state income tax loss carryforwards could be limited if we do not realize profits from our hospital 
operations to adequately offset these losses in the applicable states where they exist. 

The Spin-off may expose us to potential liabilities arising out of state and federal fraudulent conveyance laws and legal 
distribution requirements.

Anti-takeover provisions in our organizational documents could delay or prevent a change in control. 



We do not plan to pay dividends on our common stock, and our indebtedness could limit our ability to pay dividends in the 
future. 

The percentage ownership in our common stock of each shareholder may become diluted in the future. 
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Business Strategy Summary 



2016 Operational Summary



2016 Impairments 

 



The Spin-off 



Agreements with CHS Related to the Spin-off 

Separation and Distribution Agreement.

Tax Matters Agreement.  

Employee Matters Agreement.  



Recent Divestiture Activity 







Third-Party Reimbursements and State Supplemental Payment Programs

.





Provision for Bad Debts and the Allowance for Doubtful Accounts



Impairment of Long-Lived Assets and Goodwill 

Workers’ Compensation and Professional and General Liability Insurance Reserve 

Income Taxes 



New Accounting Pronouncements 



Consolidated and combined.

Same-facility.

Bps variance

Admissions.

Adjusted admissions
.

Emergency room visits.

Medicare case mix index.

Hospital operations man-hours per adjusted admission.

Days revenue outstanding.



Year ended December 31, 2016 Compared to Year ended December 31, 2015 







 



 



 





Year ended December 31, 2015 Compared to Year ended December 31, 2014 







 



 





Three Months Ended December 31, 2016 Compared to Three Months Ended December 31, 2015(Unaudited) 











 



Three Months Ended December 31, 2016 Compared to Three Months Ended September 30, 2016 (Unaudited) 







 



 





Quarterly Results of Operations for the Years Ended December 31, 2016 and 2015 (Unaudited) 



Financial Outlook 



Statements of Cash Flows 

Year ended December 31, 2016 Compared to Year ended December 31, 2015 

 



Year Ended December 31, 2015 Compared to Year Ended December 31, 2014 

Capital Expenditures  



Capital Resources 

Long-Term Debt 







 



Contractual Obligations and Other Capital Commitments 

Off-Balance Sheet Arrangements 









 
Chairman of the Board 
Compensation Committee Member 
Governance and Nominating Committee Member

 

 
Governance and Nominating Committee Chair 
Audit and Compliance Committee Member  
Compensation Committee Member 



Audit and Compliance Committee Chair 
Governance and Nominating Committee Member 

Compensation Committee Member 
Governance and Nominating Committee Member 



Compensation Committee Chair  
Audit and Compliance Committee Member  

www.quorumhealth.com/about-us/corporate-governance

Audit and Compliance Committee. 

Compensation Committee. 

Governance and Nominating Committee. 



Stockholder Recommendations for Director Nominees

Governance Guidelines

www.quorumhealth.com/about-us/corporate-governance

Code of Conduct 
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Communicating with the Board of Directors





The information contained in this Compensation Committee Report shall not be deemed “filed” for purposes of Section 18 of the 
Exchange Act or incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as 
shall be expressly set forth by specific reference in any such filing. 



Compensation and Governance Highlights 



Peer Group 



Base Salary

Cash Incentive Compensation



Payout as % of Target*  60.00%      100.00%  
             

Payout as % of Target*  10.00%      100.00%   

Long-term Incentives 

Annual Equity Awards 



Outstanding Equity Awards Prior to the Spin-off 

Program Changes for 2017

Health and Welfare Benefits



Retirement and Deferred Compensation Benefits

Perquisites

Employment Contracts; Change in Control Severance Agreements

and



Stock Ownership Policies 

Compensation “Clawback” Policy 



Prohibition on Pledging and Hedging 

Risk Assessment of Executive Compensation

















Severance Benefits



Equity-Incentive Plan Awards

Other Benefits

Excise Tax Gross-Up
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Revenue Recognition

Payor Sources



Contractual Allowances and Discounts

Third-Party Program Reimbursements 



  

 

  

Charity Care 

Accounts Receivable and Allowance for Doubtful Accounts



  

Concentration of Credit Risk 



 

 



 

  

  

 















HMA Hospitals Acquisition 

All Other Acquisitions 

 

Barrow Regional Medical Center 



Sandhills Regional Medical Center 
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Government Investigations 



Commercial Litigation and Other Lawsuits 



  

   



McKenzie - Willamette Medical Center Project

Helena Regional Medical Center Master Lease

Other Renovation Projects.
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Transfer Agent and Registrar
American Stock Transfer & Trust Co., LLC 
Operations Center
6201 15th Avenue 
Brooklyn, NY 11219 
800-937-5449 or 718-921-8124 
www.amstock.com 

Independent Auditors
Deloitte & Touche LLP 
Nashville, TN

Corporate Headquarters
1573 Mallory Lane, Suite 100
Brentwood, TN 37027
615-221-1400

Form 10-K / Investor Contact
A copy of the Company’s Annual Report on  
Form 10-K, filed with the Securities and Exchange 

Commission (SEC), may be obtained from the 
Company at no charge. Requests for the Annual 
Report on Form 10-K and other investor infor-
mation should be directed to Investor Relations  
at the Company’s corporate office or at  
www.quorumhealth.com.

Common Stock Information 
The Common Stock of Quorum Health Corporation 
is listed on the New York Stock Exchange (NYSE) 
under the symbol “QHC.”

Annual Meeting of Shareholders 
The annual meeting of shareholders will be held 
on May 16, 2017, at 8:00 a.m. local time at the 
Franklin Marriott Cool Springs, 700 Cool Springs 
Boulevard, Franklin, TN. Shareholders of record  
as of March 17, 2017, are invited to attend.

This Annual Report contains forward looking state-
ments made pursuant to the “safe-harbor” provi-
sions of the Private Securities Litigation Reform 
Act of 1995. Important factors that could cause our 
actual results to differ materially from the results 
contemplated by the forward looking statements 
are contained in our Annual Report on Form 10-K 
filed with the Securities and Exchange Commission 
(SEC) and are included with this Annual Report and 
in subsequent filings with the SEC.

CO RP O R ATE I N FO RM ATI O N

Directors and Senior Leadership

Annual Report Design by Curran & Connors, Inc. / www.curran-connors.com

D I RE C TO RS

William M. Gracey
Former President and Chief Executive Officer
Blue Cross and Blue Shield of Tennessee Inc. 

Thomas D. Miller
President, Chief Executive Officer 
and Director
Quorum Health Corporation

James T. Breedlove
Former Senior Vice President, General Counsel 
and Corporate Secretary 
Praxair, Inc.

Adam Feinstein
Co-Founder and Managing Partner
Vesey Street Capital Partners, LLC

Joseph A. Hastings, D.M.D.
Private Practice Orthodontist

William S. Hussey
Former Division President— 
Division VI Operations
Community Health Systems

Barbara R. Paul, M.D.
Senior Medical Advisor and  
former Senior Vice President and  
Chief Medical Officer
Community Health Systems

R. Lawrence Van Horn, Ph.D.
Associate Professor of Management  
and Faculty Director
Owen School of Management
Vanderbilt University 

Thomas D. Miller
President, Chief Executive Officer 
and Director

Michael J. Culotta
Executive Vice President and  
Chief Financial Officer

Martin D. Smith
Executive Vice President of Operations

Shaheed Koury, M.D.
Senior Vice President and  
Chief Medical Officer

R. Harold McCard, Jr.
Senior Vice President, General Counsel 
and Assistant Secretary

James Matthew Hayes
Senior Vice President of Operations
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Quorum Health Corporation • 1573 Mallory Lane, Suite 100 • Brentwood, TN 37027 • 615-221-1400 • www.quorumhealth.com

At Quorum Health, we understand the significant role hospitals play in communities, as providers of care, employers and important business 
citizens. Our organization is dedicated to helping hospitals and health care professionals as they strive to reach their full potential and better 
serve our patients and our communities. 

Recognizing that health care is local and each community’s needs are unique, Quorum Health invests capital and offers operational expertise to help 
hospitals more successfully navigate the evolving health care landscape. Affiliated hospitals benefit from clinical and operational expertise as well 
as investment in services, physician recruitment, medical technology and equipment necessary to provide quality care close to home.

At December 31, 2016

QHC Hospital

Our Hospitals

36
H O S PITA L S

~100
M A N AG E D 

H O S PITA L S 
AT Q H R

16
S TATE S

DIVE RSIFIE D PORTFOLIO OF WE LL- POSITIONE D A SSETS ACROSS 38 STATE S

QHR Managed Hospital
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