Green Mountain Care Board
FY 2017 hospital budget considerations
September 8, 2016

Background update

The hospital budget guidance was 3% plus 0.4% for health care reform spending. In addition, physician
transfer acquisitions are allowed in the FY 2017 budget.. Including all these factors, the allowed net
patient revenue increase over the FY 2016 budget was 4.0%, or $91.6 million.

An additional 1%, or $23.0 million, was requested (above the 4% NPR identified above). Over $4.7
million of this increase was approved in the budgets of Grace Cottage, North Country, Northeastern, and
Springfield. Revenues were approved to support oncology, in-migration, and utilization for expanded
physician utilization.

|Percent of Increase ] Net Patient Revenue |

Budget 2016 Approved NPR S 2,307,481,048
Budget 3% Inflation Guideline 2.8% S 65,587,484
Health Care Reform Allowed up to 0.4% 0.3% S 7,297,004
Allowed Physician Transfers 0.8% S 18,746,701
Allowed Increases Submitted 4.0% S 91,631,181
Increases as Submitted 5.0% S 114,454,068
Amount requested over allowed S 22,822,887
Approved 9/1 S 4,721,896

Remaining under review S 18,100,991

Decisions needed for:
RRMC - | recommend approval.

Copley — See re-submitted budget proposal. NPR reduction of $594,488. Approve pending additional
information to understand FY 2016-17 budget changes from CON submission.

Other hospitals: Proposal to reduce NPR overage by 20% and equivalent commercial rate

SVMC - NPR reduction would be $429,951. Commercial rate reduced from 3.9% to 3.36%.
CcvMmcC

UvMMC - Combined NPR reduction would be $2,560,726. Commercial rate for each reduced from

3.0% to 2.63%.

NMC - NPR reduction would be $167,638. Commercial rate reduced from 1.8% to 1.52%.

Original submission had 2.9% Commercial rate increase; reduced at hearing to 1.8%.



Green Mountain Care Board
FY 2017 hospital budget considerations
September 8, 2016

Review of hospital decision options
9/8/16

Outstanding considerations to evaluate as part of the budget review:
a) Did they meet 2015 actual budget performance?
b) What is the level of rate request?
¢) Are the bad debt/free care estimates valid?
d) Do you accept the reported health care reform investments?
e) 'Review other considerations (see page 3)

RRMC

Issue of Act 15
Submitted proposal for reducing rates to recognize the higher NPR that exceeded

budget in 2015. Proposal accepted by the Board.

2017 Budget testimony

* Rate decrease of 1.8% submitted for FY 2017.

The FY 2017 budget is within the Board’s 3.4% when physician transfers are included. Projected
2016 shows a higher surplus than budget and explains in part why a rate reduction has been
filed.

The hospital requested the Board to recognize that the 2016 budget NPR over budget is due to
an increase in market share business as documented in their 8/1/2016 letter to the Board and
their 2017 testimony. Much of the market share increase is also in the 2017 budget.

| contacted DVHA for a better understanding and they agreed that exact determination of FY
2017 estimates would be difficult to reconcile. Review of Medicaid estimates finds that the

estimate is reasonable given that certain reimbursement allocations are still being examined.

I recommend approval of the budget.
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