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09. FY2018 Actual to Budget Reconciliation 

Net Patient Revenue and Fixed Prospective Payments are projected to be 1.9% lower than budget.
Approved rate increase not implemented until February. 
Volume is below budgeted levels in many areas. 

Utilization:
Admissions are projected to be 7.0% under budget. We are still recruiting for Primary care 
physicians.
OR and minor procedure cases are projected to be 5.4% under budget.  We lost an orthopedic 
surgeon in January. 
Physician office visits continue under budget as we have open positions. 

Expenditures are projected to be less than 1% over budget. 
Contracted labor represents a significant variances. 
The FY2018 depreciation budget had some errors. 

FY2018
Projected Budget 2018 variance from budget

---------------------- ------------------ ----------------------------------
Gross patient service revenue 157,540,807 169,571,693 (12,030,886) -7.1%

Deductions from revenue
DSP 515,085 517,313 (2,228) -0.4%
Bad debt & Free care (6,816,377) (4,713,087) (2,103,290) 44.6%
Deductions from revenue (80,212,947) (85,173,288) 4,960,341 -5.8%

---------------------- ------------------ ----------------------------------
Net Patient Service Revenue 71,026,568 80,202,631 (9,176,063) -11.4%
Fixed Prospective Payments 7,613,936 0 7,613,936

---------------------- ------------------ ----------------------------------
Total NPSR & FPP 78,640,504 80,202,631 (1,562,127) -1.9%

Other operating revenue 3,425,755 3,555,854 (130,099) -3.7%
---------------------- ------------------ ----------------------------------

Net operating revenue 82,066,259 83,758,485 (1,692,226) -2.0%

Operating expenses
Salaries & fringes 34,246,301 34,267,508 (21,207) -0.1%
Physician wages, fringes & fees 16,924,278 17,286,380 (362,102) -2.1%
Other expenses 23,399,580 23,177,011 222,569 1.0%
Depreciaion & interest 4,911,963 4,167,222 744,741 17.9%
Provider tax 4,502,274 4,500,295 1,979 0.0%

---------------------- ------------------ ----------------------------------
Total operating expenses 83,984,397 83,398,416 585,981 0.7%

Operating gain (1,918,138) 360,069 (2,278,207) -632.7%

Non operating income (loss) 1,451,110 740,000 711,110 96.1%
---------------------- ------------------ ----------------------------------

Excess of revenue over expense (467,028) 1,100,069 (1,567,097) -142.5%
============= ========== ========== =========





10. Budget to Budget Growth 

Total Net Revenue (NPR) and Fixed Prospective Payments (FPP) increase 4.7% from the FY2018 
budget

Reimbursement:
Disproportionate Share Payments (DSH) are budgeted at the level calculated by DVHA for State 
fiscal year 2019 – a 16.8% increase. 

Medicare reimbursement is budgeted based on the inpatient PPS proposed rule for FY2019 and 
current reimbursement of outpatient and physician offices.

The overall Medicare net as a percent of gross is projected to increases to 39.3% compared to 35.7% 
budgeted for FY2018. Medicare Dependent Hospital (MDH) and Low Volume Provider (LVP) 
provisions are included in the Budget for FY2019. We have not budgeted any meaningful use funds 
in FY2019. 

We have budgeted a full year of Fixed Prospective Payments related to the OneCareVT contract 
based on the first 4 month of CY2018. 

Budget FY2019 Budget 2018
Change 2019  from 2018

Budget
---------------------- ------------------ ----------------------------------

Gross patient service revenue 173,474,026 169,571,693 3,902,333 2.3%

Deductions from revenue
DSP 604,168 517,313 86,855 16.8%
Bad debt & Free care (5,429,268) (4,713,087) (716,181) 15.2%
Deductions from revenue (94,711,995) (85,173,288) (9,538,707) 11.2%

---------------------- ------------------ ----------------------------------
Net Patient Service Revenue 73,936,931 80,202,631 (6,265,700) -7.8%
Fixed Prospective Payments 10,031,219 0 10,031,219

---------------------- ------------------ ----------------------------------
Total NPR & FPP 83,968,150 80,202,631 3,765,519 4.7%

Other operating revenue 3,221,145 3,555,854 (334,709) -9.4%
---------------------- ------------------ ----------------------------------

Net operating revenue 87,189,295 83,758,485 3,430,810 4.1%

Operating expenses
Salaries & fringes 28,182,609 26,912,843 1,269,766 4.7%
Physician wages, fringes & fees 18,615,495 17,286,380 1,329,115 7.7%
Other expenses 22,773,504 23,177,011 (403,507) -1.7%
Depreciaion & interest 4,641,677 3,933,151 708,526 18.0%
Provider tax 5,035,156 4,500,295 534,861 11.9%

---------------------- ------------------ ----------------------------------
Total operating expenses 86,934,345 83,398,416 3,535,929 4.2%

Operating gain 254,950 360,069 (105,119) -29.2%

Non operating income (loss) 758,000 740,000 18,000 2.4%
---------------------- ------------------ ----------------------------------

Excess of revenue over expense 1,012,950 1,100,069 (87,119) -7.9%
============= ========== ========== =========

Medicare Budget 2019
% of
gross Budget 2018

% of
gross

change from Fy18
budget

Revenue 79,641,518 100.0% 74,238,062 100.0% 5,403,456 7.3%
deduction (55,535,270) -69.7% (47,766,386) -64.3% (7,768,884) 16.3%
Fixed Prospective Payments 7,162,774 9.0% 0 0.0% 7,162,774 0.0%

------------------------------------------------------------ ----------------------------
net 31,269,022 39.3% 26,471,676 35.7% 4,797,346 18.1%
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Medicaid reimbursement rates have been budgeted on our current reimbursement rates.  

The Medicaid net as a percent of gross is being budgeted to increase to 32.8%, compared to the 
29.1% budgeted for FY2018. This is based on the average reimbursement we are currently 
receiving.

We have budgeted a full year of Fixed Prospective Payments related to the OneCareVT contract 
based on the first 4 month of CY2018. 

The net to gross rate for Commercial and all other payers is being budgeted at 75.8% compared to 
76.1% budgeted for FY2018.

We have not budgeted Fixed Prospective Payments for Blue Cross as we don’t have any experience 
or information on what those payments would be. We have based reimbursement rates for 
commercial payors on our experience for the first seven months of FY2018. 

Expenditures:
Overall operating expenses are budgeted to increase $3,535,806 (4.2%).

Healthcare reform – we have claimed healthcare reform investments as outline in Question 8. 

BMH focused attention on cost control in FY2019 as our revenue projections began to fall short.
We focused on any labor or supply cost  The effort resulted in savings of over $2.2 million.  See 
the attached Operational Improvement Plan. 

The fy2018 approved depreciation budget had several errors in the Budget model used to project 
depreciation. Depreciation for a range of assets was not budgeted.

Operating expenses Budget 2019 Budget 2018 Change %
Wages (non physician) 28,182,609 26,912,843 1,269,766 4.7%
Fringe Benefits (non physician) 7,475,763 7,354,665 121,098 1.6%
Physician services & fringes 18,615,495 17,294,380 1,321,115 7.6%
Other expenses 22,773,381 23,169,011 (395,630) -1.7%
Depreciaion 4,641,677 3,933,151 708,526 18.0%
Interest 210,141 234,071 (23,930) -10.2%
Provider tax 5,035,156 4,500,295 534,861 11.9%

------------------------------------------------------------------------
Total operating expenses 86,934,222 83,398,416 3,535,806 4.2%

Medicaid Budget 2019
% of
gross Budget 2018

% of
gross

change from Fy18
budget

Revenue 31,716,351 100.0% 33,877,581 100.0% (2,161,230) -6.4%
deduction (24,170,379) -76.2% (24,016,028) -70.9% (154,351) 0.6%
Fixed Prospective Payments 2,868,445 9.0% 0 0.0% 2,868,445 0.0%

------------------------------------------------------------ ----------------------------
net 10,414,417 32.8% 9,861,553 29.1% 552,864 5.6%

Commercial & Others Budget 2019
% of
gross Budget 2018

% of
gross

change from Fy18
budget

Revenue 62,116,156 100.0% 61,457,739 100.0% 658,417 1.1%
deduction (15,006,346) -24.2% (14,714,073) -23.9% (292,273) 2.0%

------------------------------------------------------------ ----------------------------
net 47,109,810 75.8% 46,743,666 76.1% 366,144 0.8%
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Operating margin: 

The operating margin is budgeted to remain at a very low level (0.3%) in recognition of the 
need to hold down health care costs to our community. 

Over a longer time frame, our objective is to maintain an average operating margin of at least 
3%.  At this point we have dropped to a negative operating margin of 0.6% for the 5 year 
margin.  This level of return does not represent a sustainable return for such a capital-intensive 
operation as a community hospital. More than anything else, inadequate reimbursement 
from Medicare and Medicaid is driving the cost shift and this low level of margin.  If 
reimbursement levels decline further, this hospital will be unable to maintain a reasonable 
margin and that will ultimately challenge our continued existence. 

FY 2019 FY 2018 FY 2017 FY 2016 FY 2015 5 year
Budget Projected Actual Actual Actual Cumulative total

Net Revenue 87,184,829 82,066,259 78,865,699 75,827,884 78,908,554 402,853,225
Operating gain 250,607 (1,918,138) (2,437,056) (555,653) 2,044,997 (2,615,243)
Operating margin 0.3% -2.3% -3.1% -0.7% 2.6% -0.6%











12. Rate request 
Gross revenues increase 2.5% from last year’s budget before changes in rates. 

The proposed rate change for FY2019 will increase gross revenues by $8.1 million (4.9%).  The 
charges for most revenue centers are projected to increase 7.0%. The markups for the Med/Surg 
supplies, drugs and charges for Physician services will not be increased. The rate increase is budgeted 
to be the same across all payors. 

Revenues

FY2018
Approved

Budget

FY2018 -
before rate

increase volume/mix Variance
FY2019
Budget Impact of Rate Increase

Imaging 35,862,097 34,898,094 964,003 2.8% 37,340,962 2,442,868 7.0%
Perioperative & anesthesia 23,533,764 22,599,399 934,365 4.1% 24,181,357 1,581,958 7.0%
Physician Practices 23,188,177 21,694,555 1,493,622 6.9% 21,694,555 (0) -0.0%
Lab 18,059,465 15,996,400 2,063,065 12.9% 17,116,148 1,119,748 7.0%
Drugs & IV Therapy 15,339,204 16,265,286 (926,082) -5.7% 16,323,803 58,517 0.4%
Emergency Room 14,201,479 17,876,899 (3,675,420) -20.6% 19,128,282 1,251,383 7.0%
Med / Surg 13,135,668 11,171,518 1,964,150 17.6% 11,953,525 782,007 7.0%
Medical / surgical supplies 6,209,953 6,658,050 (448,097) -6.7% 6,658,050 0 0.0%
ER & Hospitalist Physicians 5,091,831 4,724,346 367,485 7.8% 4,724,347 1 0.0%
Birthing Center 4,168,619 3,206,899 961,720 30.0% 3,431,381 224,482 7.0%
Clinics 4,107,528 3,010,265 1,097,263 36.5% 3,169,810 159,545 5.3%
Rehabilitaion services 3,668,934 3,727,869 (58,935) -1.6% 3,988,819 260,950 7.0%
Respiratory, EKG, EEG 2,628,907 3,259,542 (630,635) -19.3% 3,487,709 228,167 7.0%

$169,195,626 $165,089,123 $4,106,503 2.5% $173,198,748 $8,109,625 4.9%
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13. Considerations from the GMCB FY2017 budget to actual review 
Our 2017 actual results did not exceed our budget. 
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14. Capital Budget
The Non CON capital budget for FY2019 is $2.1 million.  There are no items included in FY2018 in 
excess of $500,000. 

We expect to begin work on our Modernization project soon. The CON to replace our existing 
surgical suites, provide suitable physician offices and replace our aged boiler plant was approved in 
September 2017.  We are currently working on design development and pursuing act250 approval.  
The projected cost ($22.7 million) for this project has been included in this budget but won’t be 
completed until FY2020 and has no impact on Net Patient Revenue in FY2019. There is some impact 
on depreciation as we hope to put the new boiler plant into service in Fall of 2018. 
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15. Technical Concerns
We have no technical concerns at this point. 
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16. Salary Information: 

Salary Range
Total # of

Staff

Total Salaries (includes
incentives, bonuses,
severance, CTO, etc.)

Health & Dental
Insurance Coverage Retirement Contributions

$0 $199,999 712 28,448,326 5,292,524 1,228,931

$200,000 $299,999 12 2,870,387 233,890 147,722

$300,000 $499,999 5 1,748,720 75,178 67,500

$500,000 $999,999 1 664,655 16,418 14,175

$1,000,000 + 0 0 0 0

Provide Headcount & Box 5 Wages from 2017 W2s Employer Portion (allocation method allowed):

Does the EmployerPortion of Health Insurance Coverage andRetirementContributions include Medical, Dental and Vision or just
Medical?We have provided the estimatedcostof Health and Dental Insurance. The Pension contribution was the actual employer's
contribution forCY2017.

Are the above mentioned numbers "real"numbers oran allocation? The employer's costof the Health andDental plans are
estimated as a % of the amountof the employees contribution. The pension contribution is "real".


























