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Introductions

• Claudio Fort, President

• Judi Fox, Chief Financial Officer

---------------------------------------------------------------------

• Board of Trustee Members

• Executive Management Team
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Rutland Regional Medical Center 

Overview

Independent, non-profit community hospital

Service Area = 60,000 patients

144 Inpatient Beds

7,105 Inpatient Admissions

33,193 Emergency Department Visits

1,721 Employees

258 Members on Medical Staff representing 37 Specialties
▪ Most specialty physicians employed by RRMC
▪ Most primary care providers employed by Community Health FQHC



Quality & Recognition
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Rutland Regional Medical Center 

Overview

• History of compliance with GMCB budget orders

• Advancing healthcare reform in Rutland County
– Leading community-wide effort to create a unified care 

management system

• Leaders in mental health and substance abuse services, 
only community hospital in the State that provides:
– Level 1 (acute psychiatric) services

– Medication assisted treatment (HUB) for opiate addiction 
through the West Ridge Center
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COVID-19 Response

➢PROTECT OUR PATIENTS
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COVID-19 Response

➢PROTECT OUR STAFF
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COVID-19 Response

➢ENSURE THE OPERATIONAL CAPABILITY OF 
RUTLAND REGIONAL MEDICAL CENTER
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Goals
❑ Safeguard the long-term financial viability of the organization
❑ Continue to provide access to healthcare services that are necessary to meet the needs of 

our community
❑ Provide a safe environment for our staff to work and our patients to receive care

Actions Taken in Budget Planning
❑ Manage cash flows – Live within our means

o Capital Planning - prioritize organizational investments (capital spend) based on access to care, safety and quality
o Debt financing strategies – additional line of credit
o Pension Management

❑ Maintain access to care
o Continue all care programs – does not shift services to other providers or eliminate programs

❑ Limit rate increase in response to economic pressures within our community and business 
partners
o Limits our operating margin to less than 1% 

❑ Demonstrate a disciplined approach in controlling costs
o FTE reductions and salary cost containment program
o Limit discretionary spending
o Restructure IT Costs 

Principals to Guide the Budget



Balance Sheet



11

Financial Metrics

Balance Sheet Strength

Capacity to take on additional debt but limited due to cash flow 
constraints

Days Cash on Hand is higher than the Vermont System Average but 
has only been maintained due to strong investment performance

Cash Balances are Critical - RRMC has not built any new reserves to 
take on additional OCV Medicare risk programs, estimated at $8 -
$10 million, a strategic future consideration

Age of Buildings and Equipment higher than State Vermont System 
Average (RRMC 14.1 - State 12.8)
• RRMC’s strategy to preserve cash by limiting capital spend will 

challenge this metric even further as shown in FY 20 & 21
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Statement of Cash Flows

Preserving Cash with limited operating margins
• Limit capital spend to depreciation - reduction of over $5.0 million

• Eliminates $2 million in pension contributions

Risks to Managing Cash
• Repay $25 million to CMS for Medicare Advance, severely limits 

available cash flow through January 2021

• Economic volatility in the investment markets

• Managing to the significant decrease in costs $12.7 million

• Inflationary pressures not considered in the budget that would 
cause operating losses (labor, pharmaceuticals, testing)

• Capital investment, Infrastructure and equipment, demands that 
are necessary to respond to COVID

Future Focuses
• Nearly $15 million of RRMC variable rate debt expires in 2023 

requires solid plan to refinance

• Requires consistent financial performance and compliance with 
debt covenants



Income Statement

COVID volume reduction driving a decline of  $38.5 million in gross revenue

Requesting a 6.0% rate increase to cover volume losses related to COVID restrictions  

Do not anticipate additional CARES funding in 2021

Budget assumes OneCare risk participation for Medicaid, Blue Cross primary and MVP program  – estimated at nearly  20,000 lives

➢Maximum Risk estimated at $837,000 and dues are estimated at $600,000 (based on OneCare modeling provided in June 2020)

Our Cost Structure decreases by 4.5% from 2020 Budget, required to support the significant reduction in net patient revenue

➢ No significant changes to service offerings

➢ Reduction of 40 FTEs



Volume:

Beginning May 18th – 20% increase over April/May performance

June – Additional 10% increase 

July – Additional 10% increase

July – September;  Hold at 80% of volume

Projected Variance from Budget

• Net Revenue Loss $ (33,863,000)

• CARES Funding $   19,569,000

• Change in OOI $        633,000

• All other Expenses $     8,289,000

• Projected Deficit from Budget              $ (5,372,000)  - Gain $1,323,534 compared to budgeted gain of $6,695,286
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We have budgeted a .7% operating margin 
• Need to achieve the margin to minimize the impact of cash 

flow

• Risk that investments no longer fund operational 
overspending

• Over that last 5 years RRMC fell short of budgeted margin by 
$11.8 million – 39% variance  from expected levels

• 5-Year Operating Margin accumulation is $18.7

2016 2017 2018 2019 2020 2021

Budget $5,859,952 $6,104,888 $5,704,353 $6,201,128 $6,695,929 $1,700,750

Actual $10,778,375 $4,163,384 $1,297,252 $1,172,125 $1,323,534 $-
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2020 2021 Action Required

Fund Pension $2.0 million $0 Not obligated, pension funded status is a solid 
position

Reinvest in Capital, over 
depreciation

$2.5 million $0 Delayed capital spending for 2020 and 2021 in 
the amount of $5.2 million

3rd Party Settlements $1.0 million $0 Any settlement will be funded using 
investments – do not anticipate large 
settlement

Pay Principal on Debt $1.4 million $2.5 million Support additional Medical Office Building 
debt

Operating Margin $6.9 million $1.7 million

Operating Margin – Reduced Target



2020 Net Patient Service Revenue Budget $267,784,278

Volume Declines ($  28,746,112)

Reimbursement and Rates – 6% Rate Increase $    8,449,518

2021 Net Patient Service Revenue Budget $247,487,684

Other Operating Revenue $  20,983,965

Total Revenue to Support Expenses and Margin $268,471,649

Summary of Net Patient Service 

Revenue

GMCB regulations supports a 3.5% net revenue increase or $9.4 million. 

Net Patient Revenue declined by 7.6% from Budget to Budget

Considering the decline in volume, in order to achieve this RRMC would have had to raise rates by 27%



Payer Assumptions
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Demonstrates continued cost shift by ongoing 

reduction in State and Federal reimbursement ratios 



Rate Increase 

▪Rate increase averages 6% but not “across the board” 
▪Consistent across all payers
▪ Pharmaceutical and supply charges based on acquisition cost
▪ Professional services will not participate in the rate increase
▪All Other charges increase by 8.5%



Comparative Rate Increase Trend



Changes in Budget 2021  

• Reduction in Medical Oncology Unit of 1.9 patient per day

• Reduction in Surgical Care Unit of 2 patients per day

❖ Average Daily Census 82.5

❖ Length of Stay - set at 4.9 days per stay

❖ Decline in short-stay inpatient surgical volume increases 

average length of stay 
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Planned Volume Changes Before COVID

Increase in Volume:

Radiation Oncology $   4,531,000 Radiation Therapy patients

Diagnostic Imaging $   1,881,000 Infusion, IR, Ultrasound, CT 

OR Services $   1,164,000 Outpatient volume and supply revenue

Decrease in Volume:

Laboratory ($  2,297,000) Inpatient volume – all lab services

Emergency Department ($  2,161,000) Inpatient and outpatient volume

Psych Services ($  1,488,000) Behavioral Health volume

IP Physician Services ($     950,000) Hospitalists, Intensivists volume

Cardiopulmonary Services ($     877,000) Respiratory, EEG, Pulmonary, EKG, Echo volume

Other ($     474,000)

Volume Variance COVID related ($38,670,000)

Rate Changes $ 32,735,000 6% Rate Request

Total ($   6,606,000)

Gross Revenue Changes by Service



Decline in collection and reimbursement

• 2020 net-to-gross budgeted at 45.8% in 2020 reduced to 42.8% in 2021

• A difference of $17.3 million from year to year
Why:

• Payers not participating in Rate Increase $   23.0 million

– Overall Medicare increase is only 1.6% 

– Medicaid and Self Pay 

• Blue Cross Payment Rules and Domestic Discount $    2.2 million

• Loss of State Psych Reimbursement  (ED) $    1.1 million

• Commercial Discounts $      .6 million

• Reserve for Uninsured / Under insured $      .6 million

• Other $      1 .3 million

Total Net Revenue Loss $  28.8 million

• Commercial Rates (Rate Increase) $     8.3 million

• Increase in Medicaid ACO Fixed Payment $     3.2 million

Total Net Revenue Gain $  11.5 million

Net Change $   17.3 million

Reimbursement Assumptions



Bad Debt and Free Care Assumptions
An erosion of our commercial base
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Under-Insured/Un-Insured Provisions

% Free Care to Gross Revenue

% Bad Debt to Gross Revenue

Due to economic hardships caused by COVID RRMC suspended account collection calls

and halted sending accounts to collection

Free care provided to patients with insurance demonstrates patient’s inability 

to pay co-pay and deductibles



2021 Participation Assumptions

▪ Medicaid program

▪ Blue Cross Primary

▪ MVP Qualified Health Plan

▪ Will not move forward with Medicare program

▪ Risk too high, expected to be as much as $8 to $10 million 

ACO Risk Position



Improvement in ACO program structure drives more financial stability for hospitals

• Narrowing risk corridors 

• Engaging primary care in risk management – Per Member Per Month (PMPM) at risk ($1.50)

• Continued year over year reduction of expense structure

• Care Management transition to performance-based reimbursement 

ACO Programmatic Changes  



Total Revenue  $ 20,983,965

Pharmacy    $ 15,141,000          

RRMC Retail Pharmacy          $   3,435,000

Contracted Pharmacy 340(B)  $ 11,706,000

Grants (State and Federal)       $  2,792,000

Cafeteria Sales                                                       $     804,000

Board Approval of Endowment Funds                    $     567,000

Rental Income $     225,000

Client Reference Lab    $     990,000

Gift Shop / Rutland Health Foundation $     233,000

All Other $     232,000
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13%

3%
12%

Other Operating Income

Retail Pharmacy

340b Program

Grant Funded

Community Support

All Other

Other Operating Revenue  
Outside of the 3% Net Revenue Growth Cap

Significant operational losses without 340B program for RRMC and 

Vermont hospitals overall 



340B – Keeps Hospitals Profitable 



▪ Important to fund major capital projects 

▪ Set investment returns at 4.2% or $8.4 million- (Based on 5-year modeling horizon) - Risk

▪ Performance in line with benchmarks

▪ Growth due to market gains and not cash transfers

▪ RRMC has not contributed to investment balances in the last four years, but have withdrawn $13 
million to cover operating cash deficits

Investment Returns

Transfers to operations to cover loss

$13 million in 2019



FY 2019 Actual FY 2020
Budget

FY 2020
Projection

FY 2021
Budget

Net Revenue vs Total Operating Expenses

Net Revenue Total Expenses

Reductions Required to Meet Revenue Loss

Cost Avoidance:  Salary adjustment program, cost of living and market funding, eliminated for 2021

Represents a cost avoidance of $2.7 million

Risk in labor market and competitive recruitment environment



Productivity Results

Performance Improvement a result of the reduction of nearly 40 FTEs 

Staffing cuts result in performance consistent with 2019 Actual
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Cost Trends – Day Based

Bending the cost curve

Performance Improvement a result of the reduction of 12.7 million of costs  

Cost structure reduction result in performance below 2019 Actual



Maintain access to care

o Continue all care programs required by our community, regardless of 
financial impact

• Behavioral health and substance abuse

• Women’s Health

• Sub-acute care –long term care required without funding sources

o Does not shift services to other providers or eliminate programs

o Continued investment in community health related issues

• Housing 

• Transportation

Service Line Adjustments 



Volume patterns differ from assumptions

– Second COVID wave

– Lagging patient confidence

Significant change in payer mix

– Unemployment increase leads to loss of commercial insurance 

– Shift to Federal or State payers

– Commercial coverage – continued migration to high deductible plans

Pressures in commercial contracting

– Budget does not consider deeper discounts to any insurer

Workforce stability

– Uncertainty in school reopening plans may impact staff ability to work

– Fatigue, stress and mental health impact

– Employee health impact of combined influenza and COVID resurgence

Areas of Risk



Investment Performance

– History of using investment performance to support operations, $13 
million transferred

– Will markets remain volatile

Cost Structure Inflation 

– Significant change in utilization patterns

– Carrying cost, increase in inventory par levels 

– Pharmaceutical spend, is 6% inflation enough

– Health insurance:  Increase in RRMC covered lives due to spousal/family 
unemployment 

– Labor market competition – forgoing salary increase program

– Change in building infrastructure to support COVID care

– Additional staff roles to promote patient and staff safety (temperature 
checking, door access)

Areas of Risk



MRI Replacement will require a CoN

• Target a late summer CoN submission

COVID Capital Funding Considerations

• Air Handling

• Testing 

• Patient Distancing

• Disinfectant

• COVID Projects will be funded by

• Investments

• State CARES funding requests

2021 Capital Spending



GMCB Compliance,Rates and 
Strategic Pricing
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