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To improve the health of the people in the communities

we serve by integrating patient care, education

and research in a caring environment

sts

Working together, we improve people’s lives

UVM Health Network Mission & Vision
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Integrated Health System

• Academic Medical Center
• 5 Community Hospitals
• FQHC Partner
• Home Health & Hospice
• Network Medical Group

Network Numbers

• Serve 1 million lives
• 1,200+ physicians: 960 specialists 

and 260 primary care providers
• 1,200 licensed inpatient beds
• Over 41,000 inpatient discharges, 

1.3 million outpatient encounters*

UVM Health Network
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Hudson Headwaters Health Network has 18 sites in Clinton, Saratoga, 

Warren, Essex, and Hamilton Counties in the State of New York. 

*Outpatient encounters do not include UVMHN Home Health & Hospice visits.



• COVID-19 has profoundly and fundamentally changed all of our lives, 

and disrupted and altered the institutions we rely on

• Our response is grounded in resilience, perseverance, and innovation

• Our network has changed and adapted along with the rest of the world, 

but our commitment to caring for our communities is foundational 

and undiminished

Our Network COVID-19 Story
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COVID-19 FY 2020 Revenue Impact
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COVID-19 FY 2020 Financial Impact 
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In FY 2020:

• The loss of $-6.1M put UVM Health Network dangerously close to triggering a debt covenant violation

• Approximately $60M of capital investment funds were diverted to preserve cash; 

it will take years to recover those lost capital funds/investments



UVM Health Network Financials
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• Improving the health of the population

• Enhancing patient access

• Reducing the growth of the total cost of care per person

• Improving the work life of our people

Green Mountain Care Board and UVM Health Network –

Our mutual goals
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The Path to Financial Sustainability
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• FY 2021 sets the path for UVM Health Network 3-3.5% margin performance over the next 

30 months

• We received a downgrade from Moody’s Investors Service in March 2020
• If financial performance does not improve, we will be at risk for more rating downgrades

• A margin of 3% produces $53M a year – that goes to fund reinvestment in facilities and 

technology to maintain our average age of physical plant, all of which are necessary for us 

to continue to provide high quality patient care



Revenues have not kept pace with expense growth
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Staff salaries and pharmaceutical costs drive expense growth
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Hospital commercial rates have not kept pace with expense growth
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Approved Commercial 

Rate  

2017 2018 2019 2020 2021 5-year 

Average 

Central Vermont Medical 

Center 

2.5% 0.7% 2.3% 5.9% 8.5%  

required 

3.98% 

Porter Hospital 5.3% 3.0% 2.8% 2.6% 5.75% 

required 

3.89% 

University of Vermont 

Medical Center 

2.5% 0.7% 2.5% 3.5% 7.97% 

required 

3.30% 

 



Margin has deteriorated
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Our plan, if approved, to achieve financial sustainability
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3.0%

3.2%

4.8%

5.9%

4.9%

3.3%
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• This could not be accomplished within the GMCB’s 3.5% rate cap

• Our commercial rate must cover the cost of commercial business, as 

well as expenses that are not reimbursed by government payers

• Without the approval of our budget as presented, we cannot achieve 

UVM Health Network 3-3.5% margin, which is essential to meet the 

health care needs of our patients

Our budget development was based upon the need for 

revenues to cover expenses and to meet patient care needs
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• Changes in Payment Rates
o Payer mix

o Service mix

o Bad debt/charity care

o Changes in anticipated 
payment trends

o Payer policy changes

• Unit Cost Inflation
o Salary/fringe

o Med/surg expense

o Pharmaceutical expense

o Software & IT

o Other expense

o Provider tax

Components of Hospital Commercial Rate Process
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• Financial Sustainability
o Maintaining appropriate balance sheet 

reserves for access to capital/maintain 
credit rating

o Reserves for risk-based contracts

o Sustainable margins to continue 
investments to meet communities’ future 
care needs

o Major contributor to local & state 
economies

o Capacity to respond to health crisis

• Other Payer Offsets
o Adjust for other payer changes

• Medicare

• Medicaid

• Others



• Payer mix

• Payer policy changes

• Service/case mix

• Cost shift

• Hospital type

• Changes in bad debt/charity care trends

• Population movements & aging

• Local economies/demographics

• Size of service area

• Mix of specialty services
o Hospital

o Physician

o Pharmaceutical/chemotherapy

o Other

The effects below vary by hospital:
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Hospital and Commercial Payer Growth Rates
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Components of the FY 2021 Commercial Rate
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UVM Medical Center
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• Temporary closure of Fanny Allen operating rooms

• Epic go-live (clinical and revenue cycle systems)

• COVID-19 pandemic

• Learning to work remotely and expansion of telehealth visits

• Relocation of Fanny Allen inpatient rehab  

• Leadership turnover and pending retirements

• More recently, the return to high volumes and census management 

issues

2020 has been a challenging year, to say the least
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• Trauma

• Cardiac care

• Strokes

• NICU

• Psychiatry

• Dialysis

UVM Medical Center tertiary care volume continues to grow
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• Examples of services provided at a loss:
o Dialysis $(14M) per year

o Medical specialties $(10M) per year

o Psychiatric $  (7M) per year

o Rehabilitation $  (5M) per year

o Transplant $  (3M) per year

o Neuro/stroke $  (2M) per year

• In general, services that generate a margin offset those that lose money 
to hold the overall margin constant as volume/revenue increases

• If rate increase is not sufficient to cover inflation, only option to impact 
margin and get back on solid financial footing is to eliminate services 
that lose money

Increased volume/revenue does not offset expense inflation
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• Increase in volume and patients creates an increase in expense

• Need 3% revenue increase to cover 3% inflation on total expenses

• If not receiving 3% from government payers and ACO, need to get 6% from commercial payers 

(50% of revenue) to keep pace with expense inflation

Annual impact of rate increases below expense inflation
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• The impact of not receiving rate increases to cover the cost of inflation becomes even clearer 

when you remove the margin earned from our outpatient pharmacy business

• From FY 2016 to FY 2020 January annualized (before the impacts of COVID-19), our cash 

reserves had gone from 196 days cash on hand to 162, equating to approximately $125M

Outpatient pharmacy growth masks the real impact of 

commercial rate reductions
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• Admissions & Discharges: 6% increase from FY 2020 budget primarily due to 

increased McClure 5 capacity

• OR Cases: 2.0% increase from FY 2020 budget from moving dental cases from 

Fanny Allen to create more capacity, and increased procedure room volumes

• CMI: FY 2021 Budget – 1.75 / FY2020 Budget – 1.73
• Projecting increase due to 3M CDI engagement this summer/fall (coders and providers), new Medical Staff 

policy on coding query delinquencies, and planned 3M 360 system implementation

• MG Volumes: 2% increase from FY 2020 budget from new providers 

• Significant Ancillary Volume Changes:
• GI/Endoscopy: 7% increase from FY 2020 budget due to new providers

• MRI: 2% increase from FY 2020 budget due to continued increased demand for advanced imaging

• CT Scan: 10% increase from FY 2020 budget due to continued increased demand for advanced imaging

• NucMed/PET: 10% increase from FY 2020 budget due to continued increased demand for advanced 

imaging

Volume
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Commercial Rate Increase
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Effective Commercial Rate 7.97%

Per 1% Budget Impact $4,729,898

Changes in Payment Rates 6,137,519$             1.30% 1.30% Changes in Payment Rates

Salary & Fringe 20,291,486$           4.29%

Med/Surg Expense 3,134,915$             0.66%

Pharmacy 3,458,430$             0.73%

Outpatient Parmacy -$                          0.00%

Software and IT Maintenance Fees 1,210,070$             0.26% 6.70% Unit Cost Inflation

Interest/Depreciation -$                          0.00%

Other Expense 1,276,591$             0.27%

Provider Tax 2,336,337$             0.49%

Total Expense Inflation 31,707,829$           6.70%

Sustainable Margin 2,776,860$             0.59% 0.59% Financial Sustainability

Offsets by Other Payers (2,923,816)$            -0.62% -0.62% Other Payer Offsets

Total 7.97% 7.97% Net Effective Commercial Rate Change



• Total patient revenue growing by 5.7% budget to budget
o Pharmaceutical revenue increase 1.9%

o Aggregate rate increase 3.0%

o Lower collection rate/payer mix shift (1.2%)

o Increase in patients 1.7%

o Increase in CMI 0.3%

• Non patient revenue growing by $42M budget to budget
o Outpatient pharmacy revenue growing by $40M due to new local pharmacy contracts, 

increased in-house pharmacy volume being driven by expanded mail-to-home and meds-to-

beds programs, and new specialty drugs (margin impact after increase in expenses = $9M)

o Other revenue increasing by $7M due to change in recording grant revenue as operating 

revenue instead of non-operating (same for grant expenses which results in $0 impact on 

margin)

NPR/FPP and Other Revenue
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• Total expenses growing by $125M, or 8.7% from budget to budget
o Inflation $32M   2.2%

o Outpatient pharmacy $27M   1.9% - driven by outpatient pharmacy volume 

o Salaries and benefits $38M   2.6% - driven by patient volume and acuity & premium labor costs

o Med, surg, Rx supplies $10M   0.7% - driven by patient volume and acuity

o Grant expenses $7M   0.5% - accounting change (offset by other revenue)

o IT expenses $6M   0.5% - new systems

o Provider tax $5M   0.3% - payments to State of Vermont related to patient revenue 

o Total expenses $125M   8.7%

• Physician FTEs growing by 18 from budget to budget
o Anesthesia, Medicine, Neurology, Surgery, Children’s, Radiology & Pathology

• Staff FTEs growing by 129, or 2% from budget to budget
o 95 for new McClure 5 capacity and increased inpatient census

o 29 APPs for increased volume and primary care/mental health integration

o 22 outpatient pharmacy staff (expanded mail-to-home, meds-to-beds, specialty)

o 14 radiology staff for increased imaging volume

o 37 staff across multiple areas to support volume increases and new systems

o (68) position eliminations across multiple departments

Expenses
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• Reevaluating our capital priorities given our significant losses

• Potential need to restrict elective care again this fall or winter

• Chittenden County population continues to grow

• Snowbirds may stay in Vermont this winter

• Committed to using our resources and expertise to be a state asset –

especially in difficult times, such as COVID-19

Looking Ahead
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Introduction by Dr. Stephen Leffler

A moment in time with Dr. Robert Gramling, Division Chief, Palliative Care

UVM Medical Center COVID-19 Story
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Central Vermont Medical Center
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• Eroding margin: shift in payer mix, growth in pharmaceutical & labor inflation, 
unpredictable volumes

• Epic go-live Wave 1 (clinic/practice operations) followed by stabilization efforts

• Epic go-live Wave 2 readiness: resource consumption

• COVID-19 pandemic 

• Capital spend restrictions to maintain liquidity

• Workforce constraints
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2020 has been a challenging year, to say the least



Expenses have exceeded revenues since FY 2016
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Staff salaries and pharmaceutical costs drive expense growth
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• Budget to budget operating expenses increasing 8.2% or $19.2M  
o Salary and benefits $7.6M    3.2%

o Pharmaceuticals $6.4M    2.7%

o Medical surgical supplies $1.3M    0.6%

o Other $1.3M    0.6%

o IT expenses $1.4M    0.6%

o Provider tax $1.2M    0.5%

o Total expenses $19.2M   8.2%

• FY 2020 COVID-19 budget impacts
o Pre COVID-19, operating expenses were $3.5M over budget 

o Expense reductions from the COVID-19 shutdown has resulted in a positive expense 
variance through July

o Projected expenses anticipated to be $1.6M over FY 2020 budget by year-end

o Fourth quarter is an unknown – this represents a conservative estimate

CVMC Operating Expenses
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• The aggregate growth for NPR and FPP from budget to budget is 
8.7%
o Pharmaceutical revenue increase 2.4%

o Aggregate rate increase 2.3%

o Higher collection rate trend 2.5%

o Increase in volume 1.5%

• Other operating revenue is increasing by $1.3M budget to budget 
o Five new 340B retail pharmacies

o Offset by a one-time adjustment included in the calculation of the FY 2020 
budget, which was not a recurring transaction 

• Non-operating revenue is increasing $2.4M budget to budget
o Driven by interest rates  

CVMC Revenue
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CVMC pharmaceutical inflation consumes 

two-thirds of the NPR growth cap
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CVMC Effective Commercial Rate
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• FY 2021 budget includes:
o An operating margin of $1.2M or 0.47%, versus a breakeven margin 

for FY 2020 

o A total margin of 2.4%, versus the FY 2020 budget of 1.7%

• FY 2020 projected year-end:
o Operating margin -$4.5M 

o Salary costs have stabilized through expense management 

o $17.3M in stimulus funds

o Fourth quarter is an unknown – this represents a conservative 
estimate

CVMC Operating Margin & Total Margin
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• Increase in COVID-19 cases

• Increased percentage of Medicare/Medicaid payer mix

• Telehealth reimbursement 

• Workforce supply and labor costs

• Pharmaceutical inflation

Financial Risks
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• Expansion of LNA to LPN program

• Assessment of pharmacy revenue programs

• Documentation and coding improvements

Opportunities
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Introduction by Anna Noonan, RN

A moment in time with Jess Sherman, DNP, RN-BC, 

PCCN-K, Nurse Manager, Medical Surgical Unit

CVMC COVID-19 Story
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Porter Hospital
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• COVID-19 readiness – ongoing work

• “Serve our mission with sustainable 

financial health” 

• Health care reform – “Value” focus

• Access to care

• Helen Porter Skilled Nursing Facility

Introduction
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• Porter Hospital continues to remain in compliance with GMCB 

guidelines

• Our FY 2021 budget does not include any assumptions pertaining to 

future impacts of COVID-19

• Incorporates a rate increase of 5.75%

• Our proposed budget provides the baseline funding necessary to 

deliver the vital health care services our community expects

Summary of Budget Request
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• Requesting a 2.7% NPR increase over prior year’s budget

• FY 2021 assumes FY 2020 budgeted estimates as a 
placeholder for FPP and other reform payments 

• Did not incorporate a reserve for risk in FY 2021; the risk 
reserve remaining at the close of FY 2020 will be rolled 
forward 

NPR/FPP
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%∆

FY 2020  Budget 87,487,538  

FY 2021  Budget 89,810,556  

Total Increase 2,323,018   2.7%

Budget-to-Budget Change

Net Patient Revenue Increase



Porter Hospital Effective Commercial Rate
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Elements of the Effective Commercial Rate:

Effective Commercial Rate 5.75%

Per 1% Budget Impact $277,831 Effective Commercial Rate

Changes in Payment Rates 355,000$                1.28% 1.28% Changes in Payment Rates

Salary & Fringe 1,758,853$              5.78%

Med/Surg Expense 127,035$                 0.46%

Pharmacy 130,733$                 0.47% 7.10% Unit Cost Inflation

Other Expense 92,383$                   0.33%

Provider Tax 15,355$                   0.06%

Total Expense Inflation 2,124,359$             7.10%

Offsets by Other Payers (728,925)$               -2.62% -2.62% Other Payer Offsets

Total 5.75% 5.75% Net Effective Commercial Rate Change



• Balance and manage expense growth 

with the revenue increase

• Budgeted margin for Porter Hospital is necessary to continue 

financial support of our nursing home

• Porter’s FY 2021 budget does not include any provider 

transfers or accounting adjustments

Financial Summary
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FY 2021 Budget $ ∆ % ∆

Net Revenue 2,323,018       2.7%

Other Revenue 527,452          0.3%

Total Operating Revenue 2,850,470      3.0%

Expenses 2,066,133      2.3%

Porter Hospital



Our plan, if approved, to continue Porter Hospital’s success
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The graph above is represented at the consolidated level and includes Helen Porter Nursing Home.



Staff salaries and pharmaceutical costs drive expense growth
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The chart above is represented at the consolidated level and includes Helen Porter Nursing Home.



Risks:

• Preserving access to care

• Workforce challenges

• Epic implementation

• Continued support of Helen 

Porter

• Long-term COVID-19 impact

• Financial sustainability

Risks and Opportunities

Opportunities:

• Population health initiatives

• Telehealth services

• Further investment in existing 

(and new) services

• Integrated medical record 

• Process improvement
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Introduction by Tom Thompson

A moment in time with John Countryman, RN, Medical Surgical Unit

Porter Hospital COVID-19 Story
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UVM Health Network
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Vermont hospital margins have been deteriorating: 
$99M in FY 2016 to $21M in FY 2019

• FY 2016 Actual

o VT hospitals margin $99M or 3.9%

o 3 of 14 hospitals had a negative margin totaling $-2M

o 11 of 14 hospitals had a positive margin totaling $101M

• FY 2019 Actual

o VT hospitals margin $21M or 0.7%

o 7 of 14 hospitals had a negative margin totaling $-26.5M

o 7 of 14 hospitals had a positive margin totaling $47.5M

Should these trends continue, it will have lasting effects on 

Vermont’s care delivery system and its ability to provide care

59



• COVID-19

• Expense growth outpacing patient revenues

o Labor market:  skilled staffing shortages

o Pharmaceutical growth

o Provider tax

o Margin deterioration

• Reliance on other revenue

• Commercial rate increases not keeping pace with medical & 
pharmaceutical inflation

• Payer mix/cost shift

Margin Challenges
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COVID-19 is not over.  We face an uncertain future this fall, 

and must be prepared to continue to support our people, 

our patients, and our communities.

Today, August 24, we are experiencing impacts, which 

demand our focus and leadership.

COVID-19 Today
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UVMHealth.org

Questions?



UVMHealth.org

Thank you



UVMHealth.org

Appendix



FY 2021 Budget: UVMMC, CVMC, PH
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UVM Medical Center Income Statement
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UVM Medical Center Balance Sheet
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CVMC Income Statement
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CVMC Balance Sheet
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Porter Hospital Income Statement

81



Porter Hospital Balance Sheet
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Payer Mix 
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Financial performance is based on: 

 Academic medical centers hospital & systems benchmarks

 Rating agency benchmarks for “A” rated hospital systems

• UVM Health Network
o Maintaining an “A” credit rating

o 3.0%-3.5% operating margin

• UVM Medical Center
o 4% operating margin

• Other UVM Health Network affiliate hospitals
o 2.5%-3.0% operating margin

Financial Performance
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89% of S&P rated hospital systems have an “A” rating or better
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“Over the past three years, the rating distribution has remained relatively 

stable, with the vast majority of systems divided between the ‘A’ and ‘AA’ 

categories (see chart 1).  S&P Global Ratings has outstanding ratings on 151 

health care systems, of which 142 (94%) are included in the median ratios.  At 

Aug. 15, 2019, we had just 16 health care systems (11%) rated below ‘A-’”.



S&P Rating Distribution:  Chart 1
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Council of Teaching Hospitals and Health Systems (COTH)
Survey of Hospital Operations & Financial Performance, 2018

Autumn 2019 Databook



Academic Medical Center Margins
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CHART Operating Margin
2 Benchmarked against Participating Teaching Hospitals • Twelve Most Recent Quarters

University of Vermont Medical Center
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