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Presenting

• Joseph Perras, M.D., CEO/CMO

• David Sanville, Chief Financial Officer
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Agenda

• Drivers of NPR/FPP Variance

• Drivers of Operating Margin Variance

• Hospitals Below FY 2018 Operating Margin (Actions to Meet FY 
2019 Budget)

• YTD Results, as of February 28, 2019

• NPR/FPP Variance and Prior Year

• Operating Margin Variance and Prior Year

• FY2019 Forecast for NPR/FPP and Operating Margin
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Drivers of NPR/FPP Variance FY18

• Gross Patient Revenue

• All lines of business exceeded budget expectations

• Acute Inpatient was up 23% from budget
• Discharges were up 10%, days were up 12%

• Primarily due an unexpected number of Inpatient General Surgery Cases

• No expansion of program or provider FTE

• Higher Case Mix Index

• Acute Inpatient Rehabilitation was up 6% from budget
• Discharges were down 1.5% but days were up 2%

• Higher Case Mix

• Swing Bed/Sub-Acute was up 6%
• Discharges were up 12.5%, days were up 1.8%

• Lower Acuity

• Boarders (>2000 Patient Days of ICF level care)
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Drivers of NPR/FPP Variance FY18 (con’t)

• Gross Patient Revenue (con’t)

• Outpatient was up 4.5% from budget

• Emergency Room up 10%

• Ancillaries (Rad, Lab, etc.) up 6 – 6.5%

• Therapy visits up 8%

• Chemotherapy and infusion were slightly busier

• Partially offset by O.R. unfavorable volume variance

• Physician/Provider were 0.5% above budget

• Hospital-based volume was up 8.5% in accord with overall hospital volume

• Specialty providers finished 3.5% below relative to volume

• Woodstock clinic volume was up close to 2%

• Windsor Pediatric volume was down 5% from budget

• Windsor Internal Medicine and Family Practice was down 18.5% 
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Drivers of NPR/FPP Variance FY18 (con’t)

• Gross Patient Revenue (con’t)

• Total GPSR was up 5%

• No new programs

• Still transitioning in Primary Care, limited access

• Medically necessary and community-based services
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Drivers of NPR/FPP Variance FY18 (con’t)

• Deductions from Revenue

• Since GPSR was up 5%, deductions up the same percentage?

• Deductions up 5.8% (moving the FPP from Other Operating)

• 7.3% w/Bad Debt and Free Care

• 5.0% = Utilization

• 0.8% = Unfavorable payer mix shift (Commercial to Gov’t)

• Boarders (ICF care) major contributor, 7 - 9 for much of the 
year

• Interim Cost Report recouped ½ Medicare % increase

• Medicare increased 5 percentage points in payer mix

• Medicaid up 1 percentage point

• Commercial/BlueCross down 6 percentage points
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Drivers of NPR/FPP Variance FY18 (con’t)

• Net Patient Revenue Result

• Gross Patient Revenue up 5.0%

• Deductions (Contractual Allowances) up 5.8%

• Total Deductions (Includes Bad Debt and Free Care) up 7.3%

• Net Patient Revenue up 2.9% w/out FPP

• Net Patient Revenue up 4.4% w/ FPP
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Drivers of Operating Margin Variance FY18

• Other Operating Revenue

• Moving FPP into NPR…

• $635K favorable variance, $667K removing grant variance

• $290K Meaningful Use Funds

• $100K Group Purchasing Rebates

• $85K Sale of Services

• $222K in 340B revenues

• Reliance on Other Operating Revenue to support patient 
services is a growing concern

• Lifts Total Net Revenues to 5.5% favorable variance
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Drivers of Operating Margin Variance FY18  (con’t)

• Expenses

• Despite favorable volume (5%), managed expenses to <1% 
variance

• Reflects ongoing expense management efforts

• Reflects large percentage of fixed costs in a CAH 

• Salaries and Purchase Labor created pressure ($1.75M)

• Overall FTE’s favorable…but locums and traveler costs offset

• Market salary competition for employees

• “Renting” D-HH managers to fill management positions

• Travelers to maintain minimum staffing

• Locums

• Benefits down 1.25% ($90K)
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Drivers of Operating Margin Variance FY18 (con’t)

• Expenses (con’t)

• Supplies up 1% ($43K), less than volumes

• Relates to our small “n”, one patient …

• Purchased Services down 7.4% ($334k)

• Reduction in consulting, insurance costs, service contracts, etc. via 
negotiation, necessity, etc.

• Utilities reduced by 9.5% ($70K)

• Ongoing energy saving efforts

• Rent, Equipment, and other Fees down 11.5% ($590K)

• IT subscriptions ($134K), specialized patient equipment ($120K), W/C 
Insurance ($136k), Provider Tax ($40K), etc.

• Interest and Depreciation reduced by 11% ($270K)

• Limited Capital Purchases and associated borrowing
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Hospitals Below Operating Margin Budget…

• Not Applicable
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Year-to-Date Results as of February 28, 2019
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• NPR/FPP YTD Variance

Year-to-Date Results as of February 28, 2019
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• Inpatient Volumes (B19 to A19):

• Acute Discharges � 12% 

• Acute Days � 9%

• Acute Rehab Discharges � 12% 

• Acute Rehab Days � 2%

• Swing Discharges � 20%

• Swing Days � 7%

• Total Discharges � 9%

• Total Days � 2%

• Up in the worst payer mix…



• NPR/FPP YTD Variance

Year-to-Date Results as of February 28, 2019
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• Outpatient Volumes (B19 to A19):

• Emergency Room = 0% 

• Ancillaries � 5%

• Therapies � 1% 

• Operating Room � 5%

• Provider Visits (B19 to A19)

• Hospital-Based � 2%

• Specialties � 8%

• Woodstock PCP’s � 7%

• Windsor Pedi � 7%

• Windsor IM/FP � 12%



• Revenues

Year-to-Date Results as of February 28, 2019
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• Referrals from D-HH significantly 
down

• Inpatient Surgeries down

• Outpatient strong despite core 
volumes (IP, ER, Clinic, etc.)

• Operating Room down

• Provider vacations

• Ramp up of new providers

• Swing referrals fine

• GPR up 1.65%



• Deductions from Revenue

Year-to-Date Results as of February 28, 2019
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• Payer Mix close to budgeted levels

• Reserves for ACO

• Reserving for all three programs

• Duplicate payment reserve

• Springfield A/R reserve

• Swing census variance � C/A’s

• Delay in Rehab billing claims

• Deductions up 1% after FPP moved

• Resulting in NPR up 2.4%



• Other Operating Revenues & Expenses

Year-to-Date Results as of February 28, 2019
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• OOR is on budget

• Expenses:

• FTE’s down 

• Salaries up 5%

• Budget spread

• Companion Aid/Sitter 
Expenses

• D-HH bonus

• Purchased Labor up 11%

• Travelers, locums

• Contracted staff 



• Other Operating Revenues & Expenses (con’t)

Year-to-Date Results as of February 28, 2019
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• Employee Benefits running hot

• No change in plan

• Supplies up 7%

• Infusion and Chemo

• Depreciation running over budget 
with capital investment earlier in 
the year. 

• Other expenses running at or 
below budget

• Purchased Labor up 11%

• Travelers, locums

• Contracted staff 



• Margin

Year-to-Date Results as of February 28, 2019
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• Operating Margin:

• -$340K

• Down $700K from budget

• Total Margin

• $138K vs budget of $283K

• Down $144K YTD

• Contributions/donations up 
$180K

• Return on Investments down $40K



Year-to-Date Results as of February 28, 2019



Year-to-Date Results as of February 28, 2019



• FY19 YTD Thru’ February vs. FY18 YTD Thru’ February

• Inpatient performing worse ($425K)

• Outpatient performing better ($1.84M)

• Acute Rehabilitation is slightly behind ($40K)

• Swing performing better ($175K)

• Provider revenues are better ($133k)

• Total GPR is up 4.2% ($1.68M)

• Deductions up 7.4%

• Net Patient Revenue up 1%

• Total Net Revenue up 2.7%

Year-to-Date Results as of February 28, 2019



• FY19 YTD Thru’ February vs. FY18 YTD Thru’ February (con’t)

• Salaries up 7%

• Purchased Labor up 4.5%

• Benefits up 8.7%

• Purchased Services up 6.8%

• Supplies up 5.6%

• Utilities, Interest, Other Expenses down 2 - 3.5%

• Depreciation up 17%

• Operating Margin running $735k behind last year, same time

• Total Margin running $1.2M behind last year, same time

Year-to-Date Results as of February 28, 2019



• Method

• Early in the year

• Actual for the first 5 months + budget for the next 7

• Adjust for current run rate of deductions

• GPR trend will not likely make up for early shortcoming

• Referrals from D-HH

• NPR will stay the same or will get worse

• NPR Budget did not include reserves for Medicare & 
Commercial ACO activity (no info at time of budget)

• Just got attribution #’s, still working the #’s at MAH

• FPP will increase

FY 2019 Projection



• OOR will track the same or be slightly better than budget

• Expenses will track the same or better

• Salary

• FTE’s under budget, salary spread disproportionately

• Market salary increases at risk

• Companion Aide and Patient Sitter costs

• Purchased labor

• Travelers and locums being reduced

• Benefits running hot

• Remainder will be budget-like

FY 2019 Projection (con’t)



FY 2019 Projection (con’t)

INCOME STATEMENT 2019 B 2019 PROJ
 2019 B-

2019 P 

Revenues

Inpatient 5,642,650$      5,293,451$      -6.2%

Outpatient 52,678,859$   53,929,300$   2.4%

Physician 21,048,559$   20,791,512$   -1.2%

Chronic Rehab 13,274,205$   13,202,453$   -0.5%

Swing Beds 8,941,564$      9,051,587$      1.2%

Gross Patient Care Revenue 101,585,837$ 102,268,303$ 0.7%

Disproportionate Share Payments 300,000$         316,891$         5.6%

Bad Debt (1,777,742)$    (2,104,838)$    18.4%

Free Care (1,015,853)$    (830,694)$        -18.2%

Deductions from Revenue (47,896,472)$  (48,433,306)$  1.1%

Net Patient Care Revenue 51,195,770$   51,216,356$   0.0%

Fixed Prospective Payments, Reserves & Other 756,000$         840,802$         11.2%

Total NPR & FPP 51,951,770$   52,057,158$   0.2%

Other Operating Revenue 2,903,789$      3,303,807$      

Total Operating Revenue 54,855,559$   55,360,965$   0.9%

Operating Expense 54,837,975$   56,040,578$   2.2%

Net Operating Income 17,584$           (679,613)$       -3965.0%

Non Operating Revenue 861,000$         716,099$         -16.8%

Excess (Deficit) of Rev over Exp 878,584$         36,486$           -95.8%



• Actions (doing more of what we do best)

• Will continue to manage FTE’s & Staffing

• Working referral process with D-HH

• Creative solutions for recruiting and retention

• Workforce Housing

• R/T to three shifts (revenue and expense improvement)

• Possible small gain on Meaningful Use

• Complete analysis and modeling of ACO

• Many other small opportunities for revenue and expense

FY 2019 Projection (con’t)



Margin History
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Margin History (con’t)
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Questions?
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Thank you!

32


