7~~~ _VERMONT

GREEN MOUNTAIN CARE BOARD

FY24 Hospital Budget
Deliberations

Sarah A. Lindberg, Outgoing GMCB Director of Health Systems Finance
Alena Berube, Incoming GMCB Director of Health Systems Finance
Russ McCracken, Staff Attorney
Sept. 13, 2023




Overview <~ VERMONI

AOverview of hospital budget review process

AHospital budget deliberations:
AUniversity of Vermont Medical Center
ACentral Vermont Medical Center
APorter Hospital

APotential vote: Standard budgetonditions
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NPR at/below

benchmark?

Consider

Are assumptions RS modification,
reasonable? evaluating and

weighing:

7 Evaluate reasonableness of budget assumptions
1 How each expense factor compares with reference

_ range
Approve as Consider 1 How expense growth compares with peers
submitted modification ¢ How request compares to Medicare market basket

and wage growth
1 Factors and criteria set out in guidance
1 Factors, criteria and principles set in statute
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NPR at/below
benchmark?

Consider
modification,
evaluating and
weighing:

7 Evaluate reasonableness of budget assumptions

1 How each expense factor compares with reference
range

1 How expense growth compares with peers

1 How request compares to Medicare market basket
and wage growth

1 Factors and criteria set out in guidance

1 Factors, criteria and principles set in statute
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University of Vermont Medical Center 3 VERMONT
Budget Request GREEN MOUNTAIN CARE BOARD

INFLATIONARY REFERENCE RANGE

7.0% over 2 years 3.1% over FY23P

FY23 FY24 | FY22 Acwalto | one Year | Two Year| One Year | Two Year
Approved | Submitted | FY24 Submitted) Fv2spto FY24B| FY22At10 FY248 FY23Pt0 FY24B | FY22At0 FY24B

$1.7B $1.8B + $356 M -$226 M -$119 M
NPR+FPF
10.8% 7.6% 23.8% -10.6% -5.6%
SHEEE I g Gor 10.0% 20.0% 3.1% 7.0% 3.1% 13.2%
charge
Change in
commercial 14.77% 13.45% 28.22% -1.8% 7.0% 3.1% 17.87%

effective rate
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University of Vermont Medical Center & VERMONT
Performance Summary GREEN MOUNTAIN CARE BOARD

Hospital Relative performancegLower better)

Expense growth

0 nd i i
(FY22 to FY24) 15.3% 92nd percentile among VT hospitals
Proportion of admin and genera 715t percentile among AAMC
: . : 24.36% :
salaries to clinical salaries hospitals
CMladjusted cost per Medicare 83'd percentile among AAMC
: $14,277 :
discharge hospitals
th i i
Standardized priced Inpatient $28,896 S0 percentlle among major
teaching hospitals
th i i
Standardized priced Outpatient $351 & percentlle among major
teaching hospitals
5-year approved change in charg: CER = 36.8% 92nd percentile among VT hospitals
(FY19 to FY23) (e charge = 30. 2% charfje = 62
10-year approved change in charge CER = 53.8%, FY15 to FY23 92" percentile among VT hospitals
(FY14 to FY23) (e charge = 34.6( charfge = 15

6
CER = Commercial Effective Rate



Improving Operating Margin = VERMONT

GREEN MOUNTAIN CARE BOARD

UVMMC Operating Margin

(FY23 Actuals, by Month)
$250 M

10%

8.0%
Approved FY23

8%
Rates In Effect 6.1%
$200 M oo N
N
4%
$150 M 1.5% 2.0%

2%

0%
$100 M -2.1% -2.1% :
" -2%
I
$50 M -5.6% : ~4%
v : 6%
I
$0M |

-8%
Oct-2022  Nov-2022  Dec-2022  Jan-2023  Feb-2023 Mar-2023  Apr-2023  May-2023  Jun-2023

Total Operating Expense Total Operating Revenue «=¢==(Qperating Margin
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REVENUE & EFFICIENCY
CONSIDERATIONS
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Case Mix Index (CMI) »~~ VERMONT
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1. UVMMC claims its Medicare reimbursements have historically
been low relative to peer groups.

2. Inits 8/17 letter, UVYMMC discussed its recent implementation of
ol odined, a software technol og)
processes leading to the reflection of a higher acuity of patients.
UVMMC estimated that in FY24 Medicare CMI will increase to 2.3 (12% over FY22 CMI
of 2.06) for UVYMMC and to 1.8 (23% over FY22 CMI of 1.46) for CVMC.
3. Such software technologies are generally payagnostic and
have the potential to affect any payer relying on DRfased
reimbursement methodologies.

4. On 8/31, GMCB staff requested further information on the
|l mpact of ol odined on rei mbur sce
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Case Mix Index (CMI): 7 VERMONT
UVMMCOSs Response 0O areenvmdgmincissoarn

1. Describe the impact your CMI improvement eftorts will have on reimbursements from private

mmernen Jevnlecdlonie dhan masnmciond AL A dA242 el cnlesshccasnnannnind vrmoe evrmaclid cmnnlesn Limann cnclesnbn cnmesinon If
8. Provide all assessments associated with UVMHN case mix index (CMI) results, including
benchmarks (e.g., assessment completed by 3M mentioned in testimony). [rac.

The outside entities that perform our assessments do so on the basis that they remain confidential, for
internal use only, and cannot be disclosed. In the calculations below, we have nonetheless summarized

those findings and the potential financial impacts in an effort to demonstrate how we derived our ttion
projections.
Total Estimated Revenue Opportunity S 20,000,000 S ) o
tage plans have premiums that are set by CMS. Premiums take into consideration the risk |
Medicare % of Inpatient Revenue 52% | through accurately coded claims. Medicare Advantage plans routinely audit providers to
Total Estimated Medicare Inpatient Revenue Opportunity $ 10.400.000 € accurate coding by providers. Traditionally our Medicare Advantage payers have

al coding reviews, but we have received no insight into the results of those audits or how
npacted CMI. We have various Medicare Advantage plans that have both coding and

CARRAILEhange In AN e e > S nts as part of our performance based contracts, as customary. For direct impact to
tage plans, we suggest that the GMCB inquire to the payers.

Medicare CMI Increase Opportunity 0.19

Projected FY23 Medicare CMI 2.11

Projected Future Medicare CMI 2.30




6“ Bluecross Blueshield BERLIN P.O.BOX 186 800 247 2583

445 INDUSTRIAL LANE MONTPELIER 800922 8778
) Of Ve rmont BERLIN, VERMONT 05602 VT 05601-0186 800 255 4550
An Independent Licensee of the Blue Cross and Blue Shield Association.

~w  CMI - Public Comment -~ VERMONT

Owen Foster, J.D., Chair GREEN MOUNTA'N CARE BOARD

Jessica Holmes, Ph.D.

Robin Lunge, J.D., MHCDS
David Murman, M.D.

Thom Walsh, Ph.D., MS, MSPT

Green Mountain Care Board
144 State Street

Montpelier, VT 05620 We estimate that for every 0.01 increase in the average CMI at UVMMC for Blue Cross VT
Dear Members of the Green Mountain care.  MI€MbeErs, payments will increase by approximately 0.7%. During their hospital budget hearing,
This is to explain the impact toBlue cross v~ UVIMIMIC dliscussed @ DRG optimization program to increase their average CMI from 2.061 to

increase in the average Case Mix Index (CMI I B o - .
neutral with these changes, effortstoincre: 2.3, At OUr current negotiated rates and without any other changes, a corresponding increase in
increased CMI for commercial patients and | = . oppe .

with a hospital under the DRG methodology  CIMII fOor our members would result in approximately $11 million of higher payments to the

groups through higher claims spending, mer

and rate payers through higher premiums. . NOSPital. This amount will increase by the same percentage the GMCB approves in their budget
We estimate that for every 0.01 increase in Order for 2024

members, payments will increase by approx
UVMMC discussed a DRG optimization prog
2.3. At our current negotiated rates and wit

cmi for our members would resultinappro.— Blue Cross VT supports a hospital’s effort to maximize the revenue from government payers,

hospital. This amount will increase by the sa

order for 2024. but we need to recognize that there will be a secondary impact on the payment from
Blue Cross VT supports a hospital’s effort to com merc|a| payerS.

but we need to recognize that there will be
commercial payers.

Please let us know if you have any additional questions about the potential impact from an
increase in the CMI on Blue Cross VT commercial payments.

Thank you,

Sara Teachout
Corporate Director, Government and Media Relations



What we know about UVMHN CMI 73 VERMONT

estimates GREEN MOUNTAIN CARE BOARD
Medicare $20 M (UVMHN est.*)
BCBS $11 M (BCBS public comment)
Medicaid Unknown, but >$0
MVP Unknown, but >$0
Other Commercial Payers Unknown, but >$0
Bad Debt Free Care Unknown, but >$0
Total Known Estimated Impact $31 M
Total Estimated Impact $31 M + X?

*Uncl ear from UVMMCOGs 9/5 response 1 f this i1 s Med
Advantage
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Investment Gains 7~ VERMONT
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