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As discussed in both the FY2017 budget submission narrative and at the FY2017 
budget hearings, the biggest challenges for Grace Cottage during FY2016 centered 
around: 
 

 Gross Physician Practice revenues under budget due to:   
o One full-time Clinical Social Worker position was vacant for the entire 

year. 
o The establishment of patient panels for three new full-time practitioners 

hired near the end of FY2015. 

 Net Patient Care Revenue under budget by 6.2%, despite Gross Patient Care 
Revenue essentially at budget (actually over budget by 0.2%).  This shortfall is 
directly related to Contractual Allowances being significantly over budget, 
primarily as a result of higher-than-budgeted Medicaid utilization and our lack of 
success in negotiating an increased reimbursement level from BC/BS of 
Vermont as we had planned for in our FY2016 budget. 

 
It bears reiterating that obtaining a positive bottom line at such a small facility is made 
increasingly more difficult while subsidizing the State of Vermont Medicaid program by 
over 10% of our overall operating expense budget.  As indicated on our most recently 
filed 990 Schedule H, Grace Cottage contributes over $2.2m dollars to the State of 
Vermont Medicaid program.  The FY2015 schedule H shows a total Net Community 
Benefit Expense of $2,225,071.  This is comprised of Vermont Medicaid paying 
$1,688,86 less than the actual cost of providing care (not less than gross charges, but 
less than actual cost) to Vermont Medicaid patients, as well as the $536,205 Grace 
Cottage paid in Health Care Provider Tax, for which it receives no benefit.  It should 
also be noted that unlike all other Vermont hospitals that submit budgets to the GMCB, 
Grace Cottage does not receive any Disproportionate Share payments. 
 
While Physician Practice volume was less than budget as identified above, volume 
throughout the rest of the facility was essentially at budget, or slightly above.  Overall 
inpatient days (Acute/Swing) were 2.8% above budget, Emergency Department visits 
were 13.6% above budget (although a large percentage, based on our small volume, a 
total of 346 visits for the year), and overall other Outpatient Visits were just under at 
0.9% below budget. 
 
There were no specific returns recognized in FY2016 as a result of investments in 
health care reform. 
 
With our physician practice back to full staff (the vacant full-time Clinical Social Worker 
identified above has been hired and will start at the end of February), FY2017 is on 
track to produce improved operating results. 


