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Independent Auditor’s Report

Board of Directors
Rutland Regional Health Services, Inc.
Rutland, Vermont
We have audited the accompanying consolidated financial statements of Rutland Regional Health
Services, Inc. (the “System”), which comprise the consolidated balance sheets as of September 30, 2020
and 2019, and the related consolidated statements of operations, changes in net assets, and cash flows for
the years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Rutland Regional Health Services, Inc. as of September 30, 2020 and
2019, and the results of its operations, the changes in its net assets, and its cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.
Emphasis of Matter
As described in Note 1 to the financial statements, in 2020, the System adopted Accounting Standards
Update (ASU) 2016-18: Statement of Cash Flows (Topic 230): Restricted Cash, ASU 2016-15, Statement
of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments: ASU 2018-08,
Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for Contributions
Received and Contributions Made and ASU 2017-07, Compensation – Retirement Benefits (Topic 715):
Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Cost. Our
opinion is not modified with respect to this matter.
Supplementary Information
Our audits were performed for the purpose of forming an opinion on the consolidated financial statements
as a whole. The supplementary information listed in the table of contents is presented for purposes of
additional analysis and is not a required part of the basic consolidated financial statements. Such
information has not been subjected to the auditing procedures applied in the audit of the basic
consolidated financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Springfield, Missouri
January 27, 2021

Rutland Regional Health Services, Inc.
Consolidated Balance Sheets
September 30, 2020 and 2019

Assets
2020
Current Assets
Cash and cash equivalents
Patient accounts receivable, net of allowance;
2019 – $7,125,000 and 2018 – $8,510,000
Other receivables
Supplies
Due from affiliates
Prepaid expenses and other

$

Total current assets
Assets Limited As To Use
Workers’ compensation trust fund
Restricted by donors
Internally designated

Property and Equipment, At Cost
Land and land improvements
Buildings and leasehold improvements
Equipment
Construction in progress
Less accumulated depreciation

Other Assets
Pledges receivable
Prepaid pension asset
Other

Total assets

See Notes to Consolidated Financial Statements

$

56,539,162

2019

$

13,974,372

24,324,318
8,749,655
2,835,878
4,493,408

29,745,296
4,956,969
2,508,886
12
4,081,945

96,942,421

55,267,480

1,747,409
4,431,806
172,498,464

1,543,729
4,885,362
158,108,681

178,677,679

164,537,772

4,648,005
129,602,831
142,446,958
4,453,071
281,150,865
181,050,207

4,584,054
109,331,979
136,868,077
7,466,736
258,250,846
169,762,653

100,100,658

88,488,193

10,196
2,781,446
4,972,161

9,800
2,522,598
3,786,417

7,763,803

6,318,815

383,484,561

$

314,612,260

Liabilities and Net Assets
2020
Current Liabilities
Current maturities of long-term debt
Accounts payable and accrued expenses
Accrued compensation and related taxes
Unearned revenue - provider relief funds
Current portion - Medicare Advance Payments
Estimated amounts due to and advances from
third-party payors

$

2,241,677
14,471,841
18,357,908
13,547,104
5,208,333

2019

$

1,972,137
11,386,118
13,892,081
-

8,352,638

9,241,942

62,179,501

36,492,278

Medicare Advance Payments

19,791,667

-

Other Liabilities

10,278,996

8,621,420

Long-Term Debt

42,575,177

36,003,788

134,825,341

81,117,486

244,198,885
4,460,335

228,575,971
4,918,803

248,659,220

233,494,774

$ 383,484,561

$ 314,612,260

Total current liabilities

Total liabilities

Net Assets
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets
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Rutland Regional Health Services, Inc.
Consolidated Statements of Operations
Years Ended September 30, 2020 and 2019

Revenues, Gains, and Other Support Without Donor Restrictions
Patient service revenue (net of contractual
discounts and allowances)
Provision for uncollectible accounts
Net patient service revenue less provision
for uncollectible accounts
Fixed payment revenue
Provider relief fund
Other revenue
Net assets released from restrictions used for operations
Total revenues, gains, and other support without
donor restrictions
Expenses and Losses
Salaries and benefits
Supplies and other
Depreciation and amortization
Interest
Total expenses and losses
Operating Income
Other Income (Expense)
Investment return, net
Change in unrealized gains and losses on trading securities
Other components of net periodic pension costs
Gain on investment in equity investees
Contributions received and other
Loss on interest rate swap agreements
Total other income
Excess of Revenues Over Expenses
Contributions received for purchase of property
and equipment
Net assets released from restrictions for purchase of
property and equipment
Change in defined benefit pension plan
Increase in Net Assets Without Donor Restrictions

See Notes to Consolidated Financial Statements

2020

Adjusted Note 1
2019

$ 236,825,186
9,177,446

$ 256,379,824
7,489,965

227,647,740
11,611,003
5,357,449
37,817,398
466,351

248,889,859
7,513,045
19,182,945
553,191

282,899,941

276,139,040

171,656,995
97,024,649
12,634,802
1,282,220

164,078,308
97,669,917
12,241,692
1,314,932

282,598,666

275,304,849

301,275

834,191

4,049,568
9,928,782
1,926,335
465,156
194,342
(278,176)

6,378,734
202,186
53,965
798,145
109,666
(1,045,599)

16,286,007

6,497,097

16,587,282

7,331,288

886,995

-

234,200
(2,085,563)
$ 15,622,914

319,985
1,290,882
$

8,942,155
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Rutland Regional Health Services, Inc.
Consolidated Statements of Changes in Net Assets
Years Ended September 30, 2020 and 2019

Adjusted Note 1
2019

2020
Net Assets Without Donor Restrictions
Excess of revenues over expenses
Contributions received for purchase of property
and equipment
Net assets released from restrictions for purchase of
property and equipment
Change in defined benefit pension plan
Increase in net assets without donor restrictions
Net Assets With Donor Restrictions
Contributions received
Investment return, net
Net assets released from restrictions
Decrease in net assets with donor restrictions
Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

See Notes to Consolidated Financial Statements

$

16,587,282

$

7,331,288

886,995

-

234,200
(2,085,563)

319,985
1,290,882

15,622,914

8,942,155

100,774
141,309
(700,551)

716,863
48,152
(873,176)

(458,468)

(108,161)

15,164,446

8,833,994

233,494,774

224,660,780

$ 248,659,220

$ 233,494,774
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Rutland Regional Health Services, Inc.
Consolidated Statements of Cash Flows
Years Ended September 30, 2020 and 2019

2020
Operating Activities
Change in net assets
Items not requiring (providing) cash
Depreciation and amortization
Gain on disposal of property and equipment
Undistributed gain on equity investees
Net gain on investments
Restricted contributions received
Change in defined benefit pension and
postretirement benefit plans
Change in fair value of interest rate swap agreements
Changes in
Patient accounts receivable, net
Other receivables
Unearned revenue - provider relief funds
Medicare advance payments
Estimated third-party settlements and advances
Other current assets and liabilities
Net cash provided by operating activities

$ 15,164,446

Adjusted Note 1
2019
$

8,833,994

12,634,802
(6,441)
200,657
(10,039,822)
(100,774)

12,241,692
(107,455)
8,291
(2,418,713)
(716,863)

2,085,563
278,176

(1,290,882)
1,045,599

5,420,978
(3,794,934)
13,547,104
25,000,000
(889,304)
7,724,404
67,224,855

(2,912,747)
214,973
1,278,757
(4,470,215)
11,706,431

104,498
(4,174,380)
12
24,000
(23,345,401)
(27,391,271)

9,754,430
(3,238,676)
(12)
118,140
(16,408,623)
(9,774,741)

Financing Activities
Principal payments on long-term debt
Proceeds from issuance of long-term debt
Proceeds from restricted contributions
Payment of debt issuance costs
Net cash provided by financing activities

(6,938,600)
13,784,759
103,022
(16,646)
6,932,535

(1,865,421)
3,906,305
764,691
(432,724)
2,372,851

Increase in Cash, Cash Equivalents, Restricted Cash, and
Restricted Cash Equivalents

46,766,119

4,304,541

Cash, Cash Equivalents, Restricted Cash, and Restricted
Cash Equivalents, Beginning of Year

16,137,200

11,832,659

Investing Activities
Proceeds from disposition of trading securities
Purchases of trading securities
Net proceeds (to) from related parties
Dividends from equity investees
Proceeds from sale of property and equipment
Purchase of property and equipment
Net cash used in investing activities

See Notes to Consolidated Financial Statements
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Rutland Regional Health Services, Inc.
Consolidated Statements of Cash Flows
Years Ended September 30, 2020 and 2019

Adjusted Note 1
2019

2020
Cash, Cash Equivalents, Restricted Cash, and Restricted
Cash Equivalents, End of Year
Reconciliation of Cash, Cash Equivalents, Restricted Cash,
and Restricted Cash Equivalents to the Balance Sheets
Cash and cash equivalents
Workers' compensation trust fund
Internally designated

Supplemental Cash Flows Information
Interest paid
Property and equipment in accounts payable

See Notes to Consolidated Financial Statements

$

58,732,193

$

16,137,200

$

56,539,162
1,347,409
845,622

$

13,974,372
1,143,729
1,019,099

$

58,732,193

$

16,137,200

$
$

1,494,181
4,352,830

$
$

1,517,662
894,620
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Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Note 1:

Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations
Rutland Regional Health Services, Inc. (RRHS) is a tax-exempt holding company, pursuant to
Section 501(c)(3) of the Internal Revenue Code, organized to support, promote, advance, and
strengthen the health of persons within its designated service area. RRHS is the sole member of
The Rutland Hospital, Inc., d/b/a Rutland Regional Medical Center (RRMC). RRHS and its
controlled entity, which are collectively referred to herein as the System, primarily earns revenues
by providing hospital inpatient, hospital outpatient, hospital emergency care, and physician
services to residents in the Rutland, Vermont, area.
Principles of Consolidation
The accompanying consolidated financial statements include the accounts of RRHS and its wholly
owned or controlled subsidiaries. All significant intercompany accounts and transactions have
been eliminated in consolidation.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
Cash and Cash Equivalents
The System considers all liquid investments, other than those limited as to use, with original
maturities of three months or less to be cash equivalents. At September 30, 2020 and 2019, cash
equivalents consisted primarily of money market accounts and short-term government obligations.
The FDIC’s insurance limits have been permanently increased to $250,000. The System has
entered into an agreement with a local financial institution to purchase fully collateralized U.S.
government securities with most of the System’s funds that exceed FDIC insurance limits. At
September 30, 2020, cash accounts exceeded federally insured limits by approximately $626,000.
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Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Debt Investments
Debt securities held by the System generally are classified and recorded in the financial statements
as follows:
Classified as
Trading

Description
Securities that are bought and held
principally for the purpose of selling in
the near term and, therefore, held for
only a short period of time

Recorded at
Fair value, with changes in fair
value included in excess
(deficiency) revenues over
expenses

Purchase premiums and discounts are recognized in interest income using the interest method over
the terms of the securities. Gains and losses on the sale of securities are recorded on the trade date
and are determined using the specific identification method.
Equity Investments
The System measures equity securities, other than investments that qualify for the equity method of
accounting, at fair value with changes recognized in excess (deficiency) revenues over expenses.
Gains and losses on the sale of securities are recorded on the trade date and are determined using
the specific identification method.
The System measures equity securities and equity investments without a readily determinable fair
value at cost, minus impairment, if any, plus or minus changes resulting from observable price
changes for the identical or a similar investment.
Net Investment Return
Investment return includes dividend, interest, and other investment income; realized and unrealized
gains and losses on investments carried at fair value; and realized gains and losses on other
investments, less external and direct internal investment expenses.
Investment return that is initially restricted by donor stipulation and for which the restriction will
be satisfied in the same year is included in net assets without donor restrictions. Other investment
return is reflected in the consolidated statements of operations and changes in net assets as with or
without donor restrictions based upon the existence and nature of any donor or legally imposed
restrictions.
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Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

The System maintains pooled investment accounts for its endowments. Investment income and
realized and unrealized gains and losses from securities in the pooled investment accounts are
allocated monthly to the individual endowments based on the relationship of the fair value of the
interest of each endowment to the total fair value of the pooled investments accounts, as adjusted
for additions to or deductions from those accounts.
Assets Limited As To Use
Assets limited as to use include (1) assets held by trustees, (2) assets restricted by donors, and (3)
assets set aside by the Board of Directors for future capital improvements over which the Board
retains control and may at its discretion subsequently use for other purposes.
Patient Accounts Receivable
Accounts receivable are reduced by an allowance for uncollectible accounts. In evaluating the
collectability of accounts receivable, the System analyzes its past history and identifies trends for
each of its major payor sources of revenue to estimate the appropriate allowance for uncollectible
accounts and provision for uncollectible accounts. Management regularly reviews data about these
major payor sources of revenue in evaluating the sufficiency of the allowance for uncollectible
accounts.
For receivables associated with services provided to patients who have third-party coverage, the
System analyzes contractually due amounts and provides an allowance for uncollectible accounts
and a provision for uncollectible accounts, if necessary (for example, for expected uncollectible
deductibles and copayments on accounts for which the third-party payor has not yet paid, or for
payors who are known to be having financial difficulties that make the realization of amounts due
unlikely).
For receivables associated with self-pay patients (which includes both patients without insurance
and patients with deductible and copayment balances due for which third-party coverage exists for
part of the bill), the System records a significant provision for uncollectible accounts in the period
of service on the basis of its past experience, which indicates that many patients are unable or
unwilling to pay the portion of their bill for which they are financially responsible. For those who
do not qualify for charity care the difference between the standard rates (or the discounted rates if
negotiated or provided by policy) and the amounts actually collected after all reasonable collection
efforts have been exhausted is charged off against the allowance for uncollectible accounts.
The System’s allowance for uncollectible accounts for self-pay patients increased from 75 percent
of self-pay accounts receivable at September 30, 2019, to 89 percent at September 30, 2020. In
addition, the System’s write-offs decreased approximately $2,880,000 from approximately
$11,001,000 for the year ended September 30, 2019, to approximately $8,121,000 for the year
ended September 30, 2020. A portion of the decrease in write-offs was attributable to the reduction
on net patient service revenue due to lower patient volumes because of the COVID-19 pandemic.
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Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Supplies
Supply inventories are stated at the lower of cost, determined using the average cost method, or net
realizable value.
Property and Equipment
Property and equipment acquisitions are recorded at cost and are depreciated on a straight-line
basis over the estimated useful life of each asset. Leasehold improvements are depreciated over the
shorter of the lease term or their respective estimated useful lives.
The estimated useful lives for each major depreciable classification of property and equipment are
as follows:
Land improvements
Buildings and leasehold improvements
Equipment

5 – 25 years
4 – 40 years
3 – 25 years

Donations of property and equipment are reported at fair value as an increase in net assets without
donor restrictions unless use of the assets is restricted by the donor. Monetary gifts that must be
used to acquire property and equipment are reported as restricted support. The expiration of such
restrictions is reported as an increase in net assets without donor restrictions when the donated asset
is placed in service.
Long-Lived Asset Impairment
The System evaluates the recoverability of the carrying value of long-lived assets whenever events
or circumstances indicate the carrying amount may not be recoverable. If a long-lived asset is
tested for recoverability and the undiscounted estimated future cash flows expected to result from
the use and eventual disposition of the asset is less than the carrying amount of the asset, the asset
cost is adjusted to fair value and an impairment loss is recognized as the amount by which the
carrying amount of a long-lived asset exceeds its fair value.
No asset impairment was recognized during the years ended September 30, 2020 and 2019.
Debt Issuance Costs
Debt issuance costs represent costs incurred in connection with the issuance of long-term debt.
Such costs are being amortized over the term of the respective debt using the effective interest
method.
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Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Net Assets With Donor Restrictions
Net assets with donor restrictions are those whose use by the System has been limited by donors to
a specific time period or purpose or have been restricted by donors to be maintained by the System
in perpetuity.
Net Patient Service Revenue
The System has agreements with third-party payors that provide for payments to the System at
amounts different from its established rates. Net patient service revenue is reported at the
estimated net realizable amounts from patients, third-party payors, and others for services rendered
and include estimated retroactive revenue adjustments. Retroactive adjustments are considered in
the recognition of revenue on an estimated basis in the period the related services are rendered and
such estimates are revised in future periods as adjustments become known.
Fixed Prospective Revenue
Beginning January 1, 2019, the System began to receive monthly fixed prospective payments for
services provided by the Hospital and Hospital-owned physician practices participating in the
Vermont Medicaid next Generation Accountable Care Organization (ACO) Pilot Program, and
beginning January 1, 2021, the System will expand its involvement within the program to include
Medicare and some other commercial payors in addition to Medicaid. This is a monthly, per
member payment received in advance of the services being performed and is recognized as revenue
in the month to which it relates.
Medicaid fee-for-service payments continue for all other nonhospital providers in the ACO, for all
providers who are not part of the ACO, and for all services that are not in the fixed prospective
payment. The ACO is responsible for both the cost and the quality of care for each attributed
member, regardless of individual member’s utilization. The System is subject to an annual
contracted maximum risk corridor, of which for calendar 2020 and 2019 is a maximum potential
gain or loss of approximately $0 and $980,000, respectively. As of September 30, 2020 and 2019,
the System has recorded a liability related to the calendar 2019 risk corridor of approximately
$780,000 and $927,000, respectively, which is recorded within estimated amounts due to thirdparty payors. Due to the COVID-19 pandemic, for calendar year 2020, the risk corridor was
waived and therefore the System has accrued $0 liability at September 30, 2020.
Charity Care
The System provides charity care to patients who are unable to pay for services. The amount of
charity care is included in net patient service revenue and is not separately classified from the
provision for uncollectible accounts.

12

Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Contributions
Contributions are provided to the System either with or without restrictions placed on the gift by
the donor. Revenues and net assets are separately reported to reflect the nature of those gifts – with
or without donor restrictions. The value recorded for each contribution is recognized as follows:
Nature of Gift

Value Recognized

Conditional gifts, with or without restrictions
Gifts that depend on the System
overcoming a donor-imposed barrier to
be entitled to the funds

Not recognized until the gift becomes
unconditional, i.e., the donor-imposed barrier is
met

Unconditional gifts, with or without restrictions
Received at date of gift – cash and other
assets

Fair value

Received at date of gift – property,
equipment, and long-lived assets

Estimated fair value

Expected to be collected within
one year

Net realizable value

Collected in future years

Initially reported at fair value determined using
the discounted present value of estimated future
cash flows technique

In addition to the amount initially recognized, revenue for unconditional gifts to be collected in
future years is also recognized each year as the present-value discount is amortized using the levelyield method.
When a donor stipulated time restriction ends or purpose restriction is accomplished, net assets
with donor restrictions are reclassified to net assets without donor restrictions and reported in the
consolidated statements of operations as net assets released from restrictions. Absent explicit
donor restrictions for gifts of land, buildings, equipment, and other long-lived assets are reported
when those assets are placed in service.
Gifts having donor stipulations which are satisfied in the period the gift is received are reported as
revenue and net assets without donor restrictions.
Conditional contributions having donor stipulations which are satisfied in the period the gift is
received are recorded as revenue and net assets without donor restrictions.
Conditional contributions and investment income having donor stipulations which are satisfied
when the gift is received, and the investment income is earned are recorded as revenue with donor
restrictions and then released from restriction. Conditional contributions at September 30, 2020
and 2019, include Provider Relief Fund amounts of approximately $14,305,000 and $0,
respectively (Note 29).
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Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Professional Liability Claims
The System recognizes an accrual for claim liabilities based on estimated ultimate losses and costs
associated with settling claims and a receivable to reflect the estimated insurance recoveries, if any.
Professional liability claims are described more fully in Note 7.
Self-Insurance
The System accrues estimated liabilities for self-insurance losses associated with employee health
insurance claims and includes an estimate of the ultimate costs for both reported claims and claims
incurred but not reported. Costs resulting from self-insured claims are charged to expense when
incurred. The System has purchased stop-loss coverage for any individual claim in excess of
$200,000.
Government Grants
Support funded by grants is recognized as the System meets the conditions prescribed by the grant
agreement, performs the contracted services or incurs outlays eligible for reimbursement under the
grant agreements. Grant activities and outlays are subject to audit and acceptance by the granting
agency and, as a result of such audit, adjustments could be required.
Income Taxes
RRHS and each of its controlled subsidiaries are exempt from income taxes under Section 501 of
the Internal Revenue Code and a similar provision of state law. However, the entities are subject to
federal income tax on any unrelated business taxable income.
The System files tax returns in the U.S. federal jurisdiction.
Excess of Revenues Over Expenses
The statements of operations include excess of revenues over expenses. Changes in net assets
without donor restrictions which are excluded from excess of revenues over expenses, consistent
with industry practice, include permanent transfers to and from affiliates for other than goods and
services and contributions of long-lived assets (including assets acquired using contributions which
by donor restriction were to be used for the purpose of acquiring such assets), and defined benefit
pension plan and other post-employment benefit plan changes.
Transfers Between Fair Value Hierarchy Levels
Transfers in and out of Level 1 (quoted market prices), Level 2 (other significant observable
inputs), and Level 3 (significant unobservable inputs) are recognized on the period ending date.
There were no transfers between fair value hierarchy levels during the years ended September 30,
2020 and 2019.

14

Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Change in Accounting Principles
Clarifying Contributions Received and Contributions Made
In 2020, the System adopted ASU, Not-For-Profit Entities (Topic 958): Clarifying the Scope and
the Accounting Guidance for Contributions Received and Contributions Made using a modified
prospective basis. ASU 2018-08 clarifies existing guidance on determining whether a transfer of
assets (or the reduction, settlement, or cancellation of liabilities) is a contribution or an exchange
transaction. The amendments clarify how RRMC determines whether a resource provider
(including a foundation, a government agency, or other) is receiving commensurate value in return
for the resources transferred, and whether contributions are conditional or unconditional. This
change had no impact on previously reported total change in net assets.
Clarifying Restricted Cash
In 2020, the System changed its method of accounting for restricted cash by adopting the
provisions of Accounting Standards Update No. 2016-18 (ASU 2016-18), Statement of Cash Flows
(Topic 230): Restricted Cash. The new accounting guidance in ASU 2016-18 requires balances
generally described as restricted cash to be included with cash when reconciling beginning and
end-of-period balances on the statement of cash flows.
Classification of Certain Cash Receipts and Cash Payments
In 2020, the System changed its method of accounting for its investment in equity investees by
adopting the provisions of Accounting Standards Update No. 2016-15 (ASU 2015-15), Statement
of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments. The new
accounting guidance in ASU 2016-15 required the System to include distributions of investments
(dividends) from equity investments as a component of operating activities within the consolidated
statements of cash flows.
These changes were applied retrospectively to all periods presented which resulted in the following
changes within the statement of cash flows for the year ended September 30, 2019:
September 30, 2019
As Previously
Reported
Statements of Cash Flows
Gain on investment in equity investees
Undistributed gain on equity investees
Net cash provided by operating activities
Purchases of trading securities
Dividends from equity investees
Net cash used in investing activities
Increase in cash, cash equivalents,
restricted cash, and restricted
equivalents
Cash, cash equivalents, restricted cash,
and restricted cash equivalents,
beginning of year

$

(798,145)
10,899,995
(4,137,877)
(806,436)
(9,867,506)

Adoption
Impact

As Adjusted
$

8,291
11,706,431
(3,238,676)
(9,774,741)

$

(798,145)
(8,291)
(806,436)
(899,201)
(806,436)
(92,765)

3,405,340

4,304,541

(899,201)

10,569,032

11,832,659

(1,263,627)
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Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Improving the Presentation of Net Periodic Pension Expense
In 2020, the System retrospectively adopted Accounting Standards Update (ASU) 2017-07,
Compensation – Retirement Benefits (Topic 715): Improving the Presentation of Net Periodic
Pension Cost and Net Periodic Postretirement Benefit Cost. This ASU requires service cost
relating to a pension plan to continue to be recognized in compensation costs, while all other items
relating to net benefit cost are to be presented separately from service cost, and outside of income
from operations as an “other income” line item. The following financial statement line items for
2019 were affected by the change in the accounting principle:
September 30, 2019
As Previously
Adoption
Reported
As Adjusted
Impact
Improving the Presentation of Net
Periodic Pension Expense
Salaries and benefits
Total expenses and losses
Operating income
Other component of net periodic
pension costs
Total other income

$ 164,024,343
275,250,884
888,156

$ 164,078,308
275,304,849
834,191

6,443,132

53,965
6,497,097

$

(53,965)
(53,965)
53,965
53,965
53,965

Revisions
Certain revisions were made to amounts previously disclosed in the notes to the 2019 consolidated
financial statements. Within Note 4 the amounts disclosed as equity and fixed mutual funds were
corrected. These revisions had no effect on the relevant financial statement line items or the
previously reported change in net assets.

Note 2:

Net Patient Service Revenue

The System recognizes patient service revenue associated with services provided to patients who
have third-party payor coverage on the basis of contractual rates for the services rendered. For
uninsured patients that do not qualify for charity care, the System recognizes revenue on the basis
of its standard rates for services provided. On the basis of historical experience, a significant
portion of the System’s uninsured patients will be unable or unwilling to pay for the services
provided. Thus, the System records a significant provision for uncollectible accounts related to
uninsured patients in the period the services are provided (or the discounted rates if negotiated or
provided by policy). This provision for uncollectible accounts is presented on the statement of
operations as a component of net patient service revenue.
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The System has agreements with third-party payors that provide for payments to the System at
amounts different from its established rates. These payment arrangements include:
Medicare. Inpatient acute care and outpatient services rendered to Medicare program
beneficiaries are paid at prospectively determined rates. These rates vary according to a
patient classification system that is based on clinical, diagnostic, and other factors. The
System is reimbursed for certain services at tentative rates with final settlement determined
after submission of annual cost reports by the System and audits thereof by the Medicare
administrative contractor.
Medicaid. Inpatient and outpatient services rendered to Medicaid program beneficiaries are
reimbursed at prospectively determined rates. These rates vary according to a patient
classification system that is based on clinical, diagnostic, and other factors. The System has
entered into a contractual agreement with the state to care for patients with intensive inpatient
psychiatric needs. The System is reimbursed for these services using a cost reimbursed
methodology.
Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation and change. As a result, it is reasonably possible that recorded estimates will change
materially in the near term.
The System has also entered into payment agreements with certain commercial insurance carriers,
health maintenance organizations, and preferred provider organizations. The basis for payment to
the System under these agreements includes discounts from established charges or rates negotiated
through pre-determined fee schedules.
Patient service revenue, net of contractual allowances and discounts (but before the provision for
uncollectible accounts), recognized in the years ended September 30, 2020 and 2019, was
approximately:

Medicare
Medicaid
Other third-party payors
Patients

2020

2019

$ 91,066,951
18,950,346
117,513,601
9,294,288

$ 99,695,899
19,379,517
124,684,106
12,620,302

$ 236,825,186

$ 256,379,824
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Note 3:

Concentration of Credit Risk

The System grants credit without collateral to its patients, most of whom are area residents and are
insured under third-party payor agreements. The mix of receivables from patients and third-party
payors at September 30, 2020 and 2019, was:
2020
Medicare
Medicaid
Other third-party payors

Note 4:

2019
36%
6%
58%

38%
10%
52%

100%

100%

Investments and Investment Return

Assets Limited As To Use
Assets limited as to use include:
2020
Cash
Mutual funds – equity
Mutual funds – fixed
Interest in assets of Vermont Community Foundation
Interest receivable

$

Less worker's compensation trust fund
Less restricted by donor

2,193,031
107,164,841
68,975,694
315,499
28,614
178,677,679
1,747,409
4,431,806

2019
$

2,162,828
96,936,310
65,085,607
325,102
27,925
164,537,772
1,543,729
4,885,362

$ 172,498,464

$ 158,108,681

2020

2019

Total investment return is comprised of the following:

Interest and dividend income, net of investment expenses
Realized gains on trading securities
Unrealized gains (loss) on trading securities

$

4,079,837
12,730
10,027,092

$

4,210,359
2,242,881
175,832

$ 14,119,659

$

6,629,072
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Total investment return is reflected in the statements of operations and changes in net assets as
follows:
2020
Net assets without donor restrictions
Investment return
Change in unrealized gains on trading securities
Net assets with donor restrictions

Note 5:

$

2019

4,049,568
9,928,782
141,309

$

6,378,734
202,186
48,152

$ 14,119,659

$

6,629,072

Investment In and Advances To Equity Investees

The investment in and advances to equity investees are included in other liabilities on the
consolidated balance sheets. The following is a brief description of the investment in and advances
to equity investees.
The Meadows Associates
RRHS is a one-half partner in The Meadows Associates, a general partnership organized under
Vermont law. The Meadows Associates is accounted for using the equity method of accounting in
the accompanying financial statements. During the years ended September 30, 2020 and 2019,
RRHS received distributions of $162,806 and $314,900, respectively.
The unaudited financial position at September 30, 2020 and 2019, and the results of operations for
The Meadows Associates for the years then ended are summarized below:
2020
Current assets
Other assets
Total assets

$

Current liabilities
Long-term liabilities
Total liabilities

1,741,700
3,795,151
5,536,851

2019
$

1,373,668
3,958,801
5,332,469

1,364,849
5,523,953
6,888,802

742,380
5,682,641
6,425,021

$ (1,351,951)

$ (1,092,552)

Net revenue

$

5,521,827

$

6,135,208

Excess of revenues over expenses

$

66,214

$

475,132

Total net deficit
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Vermont Sports Medicine Clinic
RRHS is a one-half partner in Vermont Sports Medicine Clinic Partnership (Sports Medicine
Clinic), a partnership organized under Vermont law. Sports Medicine Clinic is accounted for using
the equity method of accounting in the accompanying financial statements. During the years ended
September 30, 2020 and 2019, RRHS received distributions of $202,324 and $293,314,
respectively.
The unaudited financial position at September 30, 2020 and 2019, and the results of operations for
Sports Medicine Clinic for the years then ended are summarized below:
2020
Current assets
Other assets

$

550,724
57,851

2019
$

303,579
59,359

Total assets

608,575

362,938

Current liabilities
Long-term liabilities

92,141
10,000

98,304
-

102,141

98,304

Total liabilities
Total net assets

$

506,434

Net revenue

$

2,156,908

Excess of revenues over expenses

$

265,888

$

264,634

$ 2,536,949
$

471,627

The Gables at East Mountain, LLC
RRHS is a one-half member of The Gables at East Mountain, LLC, a limited liability company
under Vermont law. The Gables at East Mountain, LLC is accounted for using the equity method
of accounting in the accompanying financial statements. During the years ended September 30,
2020 and 2019, RRHS received distributions of $300,683and $198,222, respectively.
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Selected unaudited financial information related to The Gables at East Mountain, LLC as of and for
the years ended September 30, 2020 and 2019, are summarized below:
2020
Total assets

Note 6:

$

6,726,758

2019
$

7,147,235

Total liabilities

10,374,611

10,411,369

Total net assets

$ (3,647,853)

$ (3,264,134)

Net revenue

$

2,206,268

$

2,154,567

Excess of revenues over expenses

$

217,648

$

534,514

Interest in Assets at the Vermont Community Foundation

The System has transferred assets to the Vermont Community Foundation and retained a beneficial
interest in those assets. The System is to receive the interest annually, but none of the principal.
The System has granted variance power to the Vermont Community Foundation to modify any
restriction or condition on the distribution of funds for any specified charitable purposes or to a
specified organization if, in the sole judgment of the Board of Trustees of the Vermont Community
Foundation, such restriction or condition becomes, in effect, unnecessary, incapable of fulfillment,
or inconsistent with the charitable needs of the community served. The cumulative amount of the
retained beneficial interest included in the consolidated balance sheets was $315,499 and $325,102
at September 30, 2020 and 2019, respectively (Note 5).

Note 7:

Professional Liability and Self-Insurance Claims

Professional Liability Claims
The System purchases medical malpractice insurance under a claims-made policy. Under such a
policy, only claims made and reported to the insurer during the policy term, regardless of when the
incidents giving rise to the claims occurred, are covered. The System also purchases excess
umbrella liability coverage, which provides additional coverage above the basic policy limits up to
the amount.
Based upon the System’s claims experience, an accrual had been made for the System’s estimated
medical malpractice costs, including costs associated with litigating or settling claims, under its
malpractice insurance policy. Claim liabilities are to be determined without regard for recoveries
and presented gross. Expected recoveries are presented separately. The System recorded
$1,940,000 and $810,000, respectively, of estimated insurance coverage receivables and recorded
$2,920,000 and $1,860,000, respectively, of estimated insurance liabilities as of September 30,
2020 and 2019. It is reasonably possible that this estimate could change materially in the near
term.
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Self-Insurance
For the year ended September 30, 2013, the System became self-insured for employee health
insurance and has accrued an estimate of the ultimate costs for both reported claims and claims
incurred but not reported for 2013 and for each year since 2013. Actual results could differ from
these estimates.
Estimated employee health and dental insurance claim liabilities recorded by the System totaled
$1,114,700 and $1,545,147 as of September 30, 2020 and 2019, respectively.
Workers’ Compensation
The Corporation has purchased insurance that limits its exposure for individual workers’
compensation claims with claim coverage of $350,000 for individuals and $1,600,000 in the
aggregate. With this coverage the Corporation has obtained a letter of credit to be used for
outstanding workers’ compensation claims. As of September 30, 2020 and 2019, the balance of the
letter of credit was $0.

Note 8:

Line of Credit

The System has a $5,000,000 revolving bank line of credit that expires May 31, 2021. In addition
during 2020, the System also entered into a $20,000,000 revolving bank line of credit expiring
April 22, 2021. At September 30, 2020 and 2019, there was $0 borrowed against these lines. The
lines are collateralized by substantially all of RRMC’s revenues without donor restrictions. Interest
varies with the bank’s prime rate but shall never be less than a rate of 3.25 percent per annum,
which was 3.25 percent on September 30, 2020, and is payable monthly.

Note 9:

Long-Term Debt
2020

Vermont Educational and Health Buildings Financing
Agency Hospital Revenue Bonds, Rutland Regional
Medical Center Project Series 2013A (A)
Note payable, bank (B)
Capital lease (C)
Note payable, bank (D)
Construction loan, bank (E)
Less unamortized costs of issuance
Less current maturities

$

2019

31,350,000
1,056,064
33,189
259,125
12,691,064
45,389,442
572,588
2,241,677

$ 31,350,000
2,939,514
54,992
314,275
3,906,305
38,565,086
589,161
1,972,137

$ 42,575,177

$ 36,003,788
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(A)

VEHBFA Series 2013A Bonds (tax exempt), issued during the year ended September 30,
2013, bearing a variable interest rate of the one-month LIBOR plus 1.5 percent times 71
percent. Effective February 1, 2016, the variable interest rate was reduced to 70 percent of the
one-month LIBOR rate plus 0.826 percent per annum, with principal payments due in monthly
installments beginning in April 2021, ranging from approximately $77,000 to $179, due on
demand on September 1, 2023, and in the absence of such demand on September 1, 2033, with
final payments of $26,500,000. The bonds are secured by gross receipts of RRMC. The
effective interest rate was .93 percent and 2.30 percent at September 30, 2020 and 2019,
respectively. Unamortized costs of issuance were $124,621 and $134,269 at September 30,
2020 and 2019, respectively.
RRMC has entered into an interest rate swap agreement to help mitigate exposure to future
changes in interest rates on the Series 2013A Bonds. See Note 10 for additional discussion
on the interest rate swap agreement.

(B)

Note payable (taxable) with a local financial institution, with a variable rate of LIBOR plus
1.5 percent, per annum based on a 360-day year, due in monthly installments, including
principal and interest, maturing April 1, 2021, and is secured by certain property. Effective
February 1, 2016, the variable interest rate was reduced to the one-month LIBOR rate plus
1.02 percent. The effective interest rate was 1.17 percent and 3.12 percent at September 30,
2020 and 2019, respectively. Unamortized debt issuance costs were $17,720 and $28,991 at
September 30, 2020 and 2019, respectively.
RRMC has entered into an interest rate swap agreement to help mitigate exposure to future
changes in interest rates on the note payable. See Note 10 for additional discussion on the
interest rate swap agreement.

(C)

Capital lease obligation due in monthly installments of $2,437 through June 2021;
collateralized by certain equipment of RRMC.

(D)

Note payable in the original amount of $550,000 secured by real property that was purchased
during the year ended September 30, 2015, bearing a fixed interest rate of 3.59 percent, with
principal and interest payments of $5,475 due monthly beginning on January 1, 2015, and
continuing until the maturity date of December 1, 2024.

(E)

During the year ended September 30, 2019, RRHS obtained a $17,400,000 construction loan
to partially finance the construction of a new facility. This loan represents a bridge loan with
a local financial institution which will partially convert to a USDA loan in 2021. At
September 30, 2020, there was $12,691,064 borrowed against this loan. The balance at
September 30, 2020 and 2019, is considered due in 2021, when the loan will be converted to
a mortgage loan with a local financial institution and a USDA loan for a period of 35 years.
The loan is collateralized by substantially all of RRHS’s assets. Interest accrues at a rate of
3.10 percent and is added to the loan balance each month.
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The bonds and notes contain certain restrictive covenants, which among other provisions, require
that the System maintain certain financial covenants which include maximum annual debt
service, debt to capitalization, and days cash-on-hand ratios.
Aggregate annual maturities of long-term debt and payments on capital lease obligations at
September 30, 2020, are:
\

2021
2022
2023
2024
2025
Thereafter

Long-Term
Debt
(Excluding
Capital Lease
Obligations)

Capital
Lease
Obligations

$

$

$

2,208,488
2,571,881
28,972,597
580,305
551,228
10,471,754

-

45,356,253

33,603

Less amount representing interest
Present value of future minimum lease payments
Less current maturities
Noncurrent portion

33,603

414
33,189
33,189
$

-

Note 10: Derivative Financial Instruments
RRMC has entered into an interest rate swap agreement with TD Bank, N.A. in conjunction with
the Series 2013A Bonds. The swap agreement terminates on September 1, 2023, and provides for
monthly settlement with RRMC to pay a fixed rate of 4.068 percent and receive a variable rate
equal to the 71 percent of the one-month LIBOR plus a spread of 650 basis points on a notional
amount equal to a portion of the outstanding balance of the Series 2013A Bonds, original notional
amount of $11,683,802. RRMC entered into the swap agreement with the objective of reducing its
exposure to future variability in interest rates on the Series 2013A Bonds by effectively fixing the
interest rate thereon at 4.068 percent. At September 30, 2020 and 2019, the notional amount was
$17,624,346 and $16,940,322, respectively.
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RRMC has entered into an interest rate swap agreement with TD Bank, N.A. in conjunction with
the 2013 note payable. The swap agreement terminates on April 1, 2021, and provides for monthly
settlement with RRMC to pay a fixed rate of 4.022 percent and receive a variable rate equal to the
71 percent of the one-month LIBOR plus a spread of 650 basis points on a notional amount equal
to a portion of the outstanding balance of the note payable, original notional amount of
$12,712,652. RRMC entered into the swap agreement with the objective of reducing its exposure
to future variability in interest rates on the note payable by effectively fixing the interest rate
thereon at 4.022 percent. The notional amount is being reduced over the term of the note payable.
At September 30, 2020 and 2019, the notional amounts were $1,056,064 and $2,939,514,
respectively.
RRMC had entered into an interest rate swap agreement with Deutsche Bank in conjunction with
the Series 2010A Bonds. The swap agreement originally terminated on December 1, 2020, and
provided for monthly settlement with RRMC to pay a fixed rate of 4.61 percent and receive a
variable rate equal to the 69 percent of the one-month LIBOR plus a spread of 241.50 basis points
on a notional amount equal to the then outstanding balance of the Series 2010A Bonds, original
notional amount of $19,100,000. RRMC entered into the swap agreement with the objective of
reducing its exposure to future variability in interest rates on the Series 2010A Bonds by effectively
fixing the interest rate thereon at 4.61 percent. The terms of this swap agreement were revised on
September 17, 2013, with this issuance of the Series 2013A Bonds. The swap agreement was
extended and now terminates on September 1, 2023, and provides for monthly settlement with
RRMC to pay a fixed rate of 4.828 percent and receive a variable rate equal to the 69 percent of the
one-month LIBOR plus a spread of 241.50 basis points on a notional amount in the swap
agreement. The notional amount is being reduced over the term of the agreement. At
September 30, 2020 and 2019, the notional amounts were $13,725,654 and $14,409,678,
respectively.
The table below presents certain information regarding the System’s interest rate swap agreements
designated as a fair value hedge. The System did not have any derivative instruments at
September 30, 2020 and 2019, that were designated as hedging instruments.
2020
Other Liabilities
Fair value of interest rate swap agreement
Interest Expense
Additional interest expense incurred from
interest rate swap agreements
Other Income (Expense)
Loss recognized in change in interest rate swap
agreements

$

2,318,882

654,495

(278,176)

2019
$

2,040,706

336,753

(1,045,599)
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Note 11: Net Assets With Donor Restrictions
Net Assets With Donor Restrictions
Net assets with donor restrictions are available for the following purposes or periods:
2020
Subject to expenditure for specified purpose
Capital
Special purpose endowments
Various departments and other

Subject to appropriation and expenditure when a
specified event occurs
Not subject to appropriation or expenditure
Beneficial interests in perpetual trusts
Beneficial interests in assets held by Foundation

$

23,996
806,951
533,827
1,364,774

2019
$

25,884
1,004,424
316,605
1,346,913

1,453,615

1,592,292

1,326,446
315,500
1,641,946

1,654,496
325,102
1,979,598

$ 4,460,335

$ 4,918,803

During the years ended September 30, 2020 and 2019, net assets of $466,351 and $553,191,
respectively, were released from donor restrictions by incurring expenses satisfying the restricted
purposes or by occurrence of the passage of time or other events specified by donors. Net assets of
$234,200 and $319,985 were released from donor restriction for the purchase of capital assets
during the years ended September 30, 2020 and 2019, respectively.

Note 12: Endowments
The System’s endowments consist of various individual funds established for a variety of purposes.
The endowment includes both donor-restricted endowment funds and funds designated by the
governing body to function as endowments (Board-designated endowment funds). As required by
accounting principles generally accepted in the United States of America (GAAP), net assets
associated with endowment funds, including Board-designated endowment funds, are classified
and reported based on the existence or absence of donor-imposed restrictions.
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The System’s governing body has interpreted the State of Vermont Prudent Management of
Institutional Funds Act (SPMIFA) and, thus, classifies amounts in its donor-restricted endowment
funds as net assets with donor restrictions because those net assets are time restricted until the
Board appropriates such amounts for expenditure. Most of those net assets are also subject to
purpose restrictions that must be met before reclassifying those net assets to net assets without
donor restrictions. The System’s governing body has interpreted SPMIFA as not requiring the
maintenance of purchasing power of the original gift amount contributed to an endowment fund,
unless a donor stipulates to the contrary. As a result of this interpretation, when reviewing its
donor-restricted endowment funds, the System considers a fund to be underwater if the fair value
of the fund is less than the sum of (a) the original value of initial and subsequent gift amounts
donated to the fund and (b) any accumulations to the fund that are required to be maintained in
perpetuity in accordance with the direction of the applicable donor gift instrument. The System has
interpreted SPMIFA to permit spending from underwater funds in accordance with the prudent
measures required under the law. In addition, in accordance with SPMIFA, the System considered
the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:
1.
2.
3.
4.
5.

Duration and preservation of the fund
Purposes of the System and the fund
General economic conditions
Possible effect of inflation and deflation
Expected total return from investment income and appreciation or depreciation of
investments
6. Other resources of the System
7. Investment policies of the System
The composition of net assets by type of endowment at September 30, 2020 and 2019, was:
2020

Donor-restricted endowment funds
Total endowment funds

Without
Donor
Restrictions

With Donor
Restrictions

$

-

$

1,453,615

$

$

-

$

1,453,615

$ 1,453,615

Total
1,453,615

2019

Donor-restricted endowment funds
Total endowment funds

Without
Donor
Restrictions

With Donor
Restrictions

$

-

$

1,592,292

$

$

-

$

1,592,292

$ 1,592,292

Total
1,592,292
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Changes in endowment net assets for the years ended September 30, 2020 and 2019, were:
2020

Endowment net assets, beginning
of the year
Investment return and net
appreciation
Appropriation of endowment net
assets for expenditure
Endowment net assets, end of year

Without
Donor
Restrictions

With Donor
Restrictions

$

$

$

-

1,592,292

Total
$

1,592,292

-

83,281

83,281

-

(221,958)

(221,958)

1,453,615

$ 1,453,615

-

$

2019

Endowment net assets, beginning
of the year
Investment return and net
appreciation
Appropriation of endowment net
assets for expenditure
Endowment net assets, end of year

Without
Donor
Restrictions

With Donor
Restrictions

$

$

$

Total

1,796,836

$ 1,796,836

-

44,971

44,971

-

(249,515)

(249,515)

1,592,292

$ 1,592,292

-

-

$

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level the System is required to retain as a fund of perpetual duration
pursuant to donor stipulation or SPMIFA. In accordance with GAAP, deficiencies of this nature
are reported in unrestricted net assets and aggregated $0 at September 30, 2020 and 2019. These
deficiencies resulted from unfavorable market fluctuations that occurred shortly after investment of
new permanently restricted contributions and continued appropriation for certain purposes that was
deemed prudent by the governing body.
The System has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs and other items supported by its endowment
while seeking to maintain the purchasing power of the endowment. Endowment assets include
those assets of donor-restricted endowment funds the System must hold in perpetuity or for donorspecified periods, as well as those of Board-designated endowment funds. Under the System’s
policies, the primary investment goal is generation of income. The System expects its endowment
funds to provide an average rate of return of approximately 5 percent gross of fees annually over
time. Actual returns in any given year may vary from this amount.
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To satisfy its long-term rate of return objectives, the System relies on a total return strategy in
which investment returns are achieved through both current yield (investment income such as
dividends and interest) and capital appreciation (both realized and unrealized). The System targets
a diversified asset allocation that places a greater emphasis on equity-based investments to achieve
its long-term return objectives within prudent risk constraints.

Note 13: Liquidity and Availability
The System’s financial assets available within one year of the balance sheet date for general
expenditures are:
2020
Financial assets at year-end
Cash and cash equivalents
Patient accounts receivable, net
Other receivables
Assets limited as to use
Pledges receivable
Due from affiliates

$

Total financial assets
Less amounts not available to be used within one year
Pledges receivable
Funds held by trustees
Donor restricted with liquidity horizons greater than
one year
Financial assets not available to be used within
one year
Financial assets available to meet general
expenditures within one year

$

56,539,162
24,324,318
8,749,655
178,677,679
33,604
-

2019
$

13,974,372
29,745,296
4,956,969
164,537,772
33,604
12

268,324,418

213,248,025

10,196
1,747,409

9,800
1,543,729

4,431,806

4,885,362

6,189,411

6,438,891

262,135,007

$

206,809,134

The System has certain Board-designated assets limited to use which are available for general
expenditure within one year in the normal course of operations. Accordingly, these assets have
been included in the qualitative information above for financial assets to meet general expenditures
within one year. The System has other assets limited to use for donor-restricted purposes and for
workers’ compensation. These assets limited to use, which are more fully described in Notes 1
and 4, are not available for general expenditures within the next year. However, the Boarddesignated amounts could be made available, if necessary.

Note 14: Charity Care
The costs of charity care provided under the System’s charity care policy were approximately
$2,452,000 and $3,241,000 for 2020 and 2019, respectively. The cost of charity care is estimated
by applying the ratio of cost to gross charges to the gross uncompensated charges.
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Note 15: Functional Expenses
The System provides general health care services to residents within its geographic area. Certain
costs attributable to more than one function have been allocated among the health care services,
general and administrative, and fundraising functional expense classifications based on the direct
assignment, expenses, and other methods. The following schedule presents the natural
classification of expenses by function as follows:
Health Care
Services
Salaries and wages
Employee benefits
Total personnel expenses
Supplies and other
Depreciation and amortization
Interest
Total expenses

$ 116,097,474
24,943,105
141,040,579

Supplies and other
Depreciation and amortization
Interest
Total expenses

$

59,357,733
11,054,890
1,123,864
$ 212,577,066

Health Care
Services
Salaries and wages
Employee benefits
Total personnel expenses

2020
General and
Fundraising
Administrative
Expenses

$ 116,285,459
24,386,183
140,671,642

$

37,603,188
1,562,947
156,631
$

69,607,910

$

272,686
58,586
331,272

$ 138,821,107
32,835,888
171,656,995

63,728
16,965
1,725

97,024,649
12,634,802
1,282,220

413,690

$ 282,598,666

2019
General and
Fundraising
Administrative
Expenses
$

60,447,503
8,651,546
930,990
$ 210,701,681

22,450,947
7,834,197
30,285,144

19,016,900
4,081,159
23,098,059

$

37,070,871
3,575,801
382,398
$

64,127,129

$

Total

Total

255,108
53,499
308,607

$ 135,557,467
28,520,841
164,078,308

151,543
14,345
1,544

97,669,917
12,241,692
1,314,932

476,039

$ 275,304,849

Note 16: Operating Leases
Rental expense under operating lease agreements totaled $1,720,834 and $1,585,527 for the years
ended September 30, 2020 and 2019, respectively.
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Note 17: Significant Commitments
Service Agreement
The System and Cerner Corporation (Cerner) have entered into a strategic information technology
agreement. Cerner has assumed operational and administrative responsibilities for the System’s
information technology environment and services, including remote hosting, monitoring, and
system performance capabilities. The agreement is through December 31, 2029. At the end of the
initial term, the agreement will automatically renew in one-year increments. The payments on
these agreements are recognized as expense when incurred.
Future minimum payments required under these agreements at September 30, 2020, are
summarized as follows:
2021
2022
2023
2024
2024

$

12,710,181
13,260,405
13,279,278
12,757,254
12,743,190

$

64,750,308

Expenses under this agreement totaled $12,715,263 and $12,540,473 for the years ended
September 30, 2020 and 2019, respectively.

Note 18: Pension Plans
Defined Benefit Plans
The System has a noncontributory defined benefit pension plan and a defined benefit
postretirement health care plan covering all employees who meet the eligibility requirements. The
System’s funding policy is to make the minimum annual contribution that is required by applicable
regulations, plus such amounts as the System may determine to be appropriate from time to time.
The System expects to contribute $0 to the defined benefit pension plan in 2021. For the year
ended September 30, 2020, the System completed its obligations related to the defined benefit post
retirement plan and will no longer be required to fund future obligations of the plan.
Effective January 1, 2006, the System’s defined benefit pension plan was frozen and stopped
accruing benefits. All employees in the defined benefit plan were enrolled into the System’s newly
established tiered defined contribution plan.
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The System uses a September 30 measurement date for the plans. Information about the plan’s
funded status follows:
Pension Benefits
2020
2019

Other Benefits
2020
2019

Benefit obligation
Fair value of plan assets

$ 139,037,150
141,818,596

$ 130,156,649
132,679,247

$

-

$

131,469
-

Funded status

$

$

$

-

$

(131,469)

2,781,446

2,522,598

Assets and liabilities recognized in the balance sheets:
Pension Benefits
2020
2019

Other Benefits
2020
2019

Noncurrent assets

$

2,781,446

$

2,522,598

$

-

$

-

Current liabilities

$

-

$

-

$

-

$

131,469

Noncurrent liabilities

$

-

$

$

-

$

-

-

Amounts recognized in unrestricted net assets not yet recognized as components of net periodic
benefit cost consist of:
Pension Benefits
2020
2019
Prior service credit

$

-

Net loss (gain)

$ 28,739,697

$

Other Benefits
2020
2019
-

$

-

$

$ 26,831,670

$

-

$

(177,535)

The accumulated benefit obligation for the defined benefit pension plan was $139,037,150 and
$130,156,649 at September 30, 2020 and 2019, respectively.
Other significant balances and costs are:
Pension Benefits
2020
2019
Benefit costs (credit)
Employer contributions
Benefits paid

$

(1,666,875)
500,000
6,237,286

$

189,903
2,000,000
5,961,393

Other Benefits
2020
2019
$

(259,460)
49,544
49,544

$

(135,938)
87,441
87,441
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The following amounts have been recognized in the statements of operations for the years ended
September 30, 2020 and 2019:
Pension Benefits
2020
2019
Amounts arising during the period
Net loss (gain)
Amounts reclassified as components of
net periodic benefit cost of the period
Amortization of net loss
Recognition of net gain

$ 3,292,083

1,384,056
-

$

337,757

1,645,679
-

Other Benefits
2020
2019
$

(83,227)

$ (125,256)

(164,388)

(142,296)

The estimated net loss for the defined benefit pension plan that will be amortized from unrestricted
net assets into net periodic benefit cost over the next fiscal year is $1,384,056.
Significant assumptions include:
Pension Benefits
2020
2019

Other Benefits
2020
2019

Weighted average assumptions used
to determine benefit obligations
Discount rate
Rate of compensation increase

2.50%
N/A

3.25%
N/A

N/A
N/A

2.00%
N/A

Weighted average assumptions used
to determine benefit costs
Discount rate
Expected return on plan assets

3.25%
5.50%

4.25%
5.50%

2.00%
N/A

2.75%
N/A

The System has estimated the long-term rate of return on plan assets based primarily on historical
returns on plan assets, adjusted for changes in target portfolio allocations and recent changes in
long-term interest rates based on publicly available information.
For measurement purposes, a 6.00 percent and 6.50 percent annual rate of increase in the per capita
cost of covered health care benefits was assumed for 2020 and 2019. The rate was assumed to
decrease gradually to 6 percent by the year 2020 and remain at that level thereafter.
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The following benefit payments, which reflect expected future service, as appropriate, are expected
to be paid as of September 30, 2020:
Pension
Benefits
2021
2022
2023
2024
2025
2026 – 2030

$

Other
Benefits

6,666,348
6,902,921
7,109,791
7,289,901
7,422,854
38,229,321

$

-

Pension Plan Assets
Following is a description of the valuation methodologies used for pension plan assets measured at
fair value on a recurring basis and recognized in the accompanying balance sheets, as well as the
general classification of pension plan assets pursuant to the valuation hierarchy.
Where quoted market prices are available in an active market, plan assets are classified within
Level 1 of the valuation hierarchy. Level 1 plan assets include common trust funds invested in
equity securities. If quoted market prices are not available, then fair values are estimated by using
pricing models, quoted prices of plan assets with similar characteristics or discounted cash flows.
Level 2 plan assets include common trust funds invested in fixed income securities. In certain
cases where Level 1 or Level 2 inputs are not available, plan assets are classified within Level 3 of
the hierarchy.
The fair values of the System’s pension plan assets at September 30, 2020 and 2019, by asset class
are as follows:
Fair Value Measurements Using
Quoted
Prices in
Active
Significant
Markets for
Other
Significant
Identical
Observable
Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

Fair Value

2020
Investments
Money market funds
Mutual funds – equity
Mutual funds – fixed

$

1,439,717
14,143,856
126,235,023

$

1,439,717
14,143,856
126,235,023

$

-

$

-

$

141,818,596

$

141,818,596

$

-

$

-
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Fair Value Measurements Using
Quoted
Prices in
Active
Significant
Markets for
Other
Significant
Identical
Observable
Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

Fair Value

2019
Investments
Money market funds
Mutual funds – equity
Mutual funds – fixed

$

1,548,120
12,925,545
118,205,582

$

1,548,120
12,925,545
118,205,582

$

-

$

-

$

132,679,247

$

132,679,247

$

-

$

-

Plan assets are held by a bank-administered trust fund, which invests the plan assets in accordance
with the provisions of the plan agreement. The plan agreements permit investment in common
stocks, corporate bonds and debentures, U.S. government securities, certain insurance contracts,
real estate, and other specified investments, based on certain target allocation percentages.
Plan assets are rebalanced quarterly. The postretirement health care plan is conducted on a pay-asyou-go basis, thus there are no assets available for investment. As of September 30, 2020 and
2019, plan assets by category are as follows:
Pension Benefits
2020
2019
Equity securities
Debt securities
Cash and cash equivalents

10%
89%
1%

10%
89%
1%

100%

100%

Defined Contribution Plan
RRMC has a defined contribution plan which they contribute to the plan on behalf of each eligible
employee a percentage of employee’s eligible compensation based on age and years of service to
the plan, as follows below:
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Combined Age and Years of Service
Less than 40 years
40 - 59 years
60 - 79 years
80 + years

Percentage of Compensation
4%
6%
8%
10%

For employees hired on or after April 4, 2004, RRMC contributes to the plan on behalf of each
eligible employee an amount equal to 4 percent of the eligible employee’s compensation.
403(B) Plan – Employer Matching Contributions
Employees may elect to contribute from 1 percent to 100 percent of their compensation to the tax
sheltered 403(b) plan. Employer matching contributions are made equal to 25 percent of a
participant’s contribution to the plan, up to a maximum of 1 percent compensation for all
employees.
Pension plan expense for these two plans for the years ended September 30, 2020 and 2019, was
$5,628,189 and $5,380,859, respectively.

Note 19: Executive Option Plan
Prior to 2002, RRMC offered an Executive Option Plan for certain senior management and
employed physicians. Through the plan, administered under Section 83 of the Internal Revenue
Code, a designated group of employees is granted options to purchase shares, through salary
reduction, of one or more mutual funds at a price that is equal to a specified percentage of the fair
value of the shares on the date of the exercise. During 2002, contributions to the plan were frozen
and no future options are expected to be granted. At September 30, 2020 and 2019, plan assets
amounted to $2,069,303 and $2,014,987, respectively.

Note 20: Community Health Centers of the Rutland Region, Inc. Subsidy
Effective December 1, 2013, RRHS entered into an agreement to provide Community Health
Centers of the Rutland Region, Inc. (CHCRR) a community benefit grant over a period of fiftyeight months from December 1, 2013, to September 30, 2018. The agreement was renewed during
the year ended September 30, 2019, for a period of thirty-six months from October 1, 2018, to
September 20, 2021. These payments are being made monthly and range from $20,123 to $21,348
for a total grant of $746,364.
For the years ended September 30, 2020 and 2019, $302,051 and $318,905, respectively, was
expended for the grant award from RRMC and is included in RRMC’s general operating expenses.
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Note 21: Disclosures About Fair Value of Financial Instruments
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Fair value measurements
must maximize the use of observable inputs and minimize the use of unobservable inputs. There is
a hierarchy of three levels of inputs that may be used to measure fair value:
Level 1

Quoted prices in active markets for identical assets or liabilities.

Level 2

Observable inputs other than Level 1 prices, such as quoted prices for similar assets
or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the
full term of the assets or liabilities.

Level 3

Unobservable inputs supported by little or no market activity and significant to the
fair value of the assets or liabilities.

Recurring Measurements
The following table presents the fair value measurements of assets and liabilities recognized in the
accompanying balance sheets measured at fair value on a recurring basis and the level within the
fair value hierarchy in which the fair value measurements fall at September 30, 2020 and 2019:

Fair Value
September 30, 2020
Investments
Money market funds
Mutual funds – equity
Mutual funds – fixed
Interest in assets of Vermont
Community Foundation
Interest rate swap agreements
September 30, 2019
Investments
Money market funds
Mutual funds – equity
Mutual funds – fixed
Interest in assets of Vermont
Community Foundation
Interest rate swap agreements

$

2,193,031
107,164,841
68,975,694

Fair Value Measurements Using
Quoted
Prices in
Significant
Active Markets
Other
Significant
for Identical
Observable
Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

$

315,499
(2,040,706)

$

1,143,720
96,936,310
65,085,607
325,102
(2,040,706)

2,193,031
107,164,841
68,975,694

$

-

$

1,143,720
96,936,310
65,085,607
-

-

$

(2,040,706)

$

(2,040,706)

315,499
-

$

325,102
-
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Following is a description of the valuation methodologies and inputs used for assets and liabilities
measured at fair value on a recurring basis and recognized in the accompanying balance sheets, as
well as the general classification of such assets and liabilities pursuant to the valuation hierarchy.
There have been no significant changes in the valuation techniques during the year ended
September 30, 2020. For assets classified within Level 3 of the fair value hierarchy, the process
used to develop the reported fair value is described below.
Investments
Where quoted market prices are available in an active market, securities are classified within
Level 1 of the valuation hierarchy. If quoted market prices are not available, then fair values are
estimated by using quoted prices of securities with similar characteristics or independent asset
pricing services and pricing models, the inputs of which are market-based or independently sourced
market parameters, including, but not limited to, yield curves, interest rates, volatilities,
prepayments, defaults, cumulative loss projections, and cash flows. Such securities are classified
in Level 2 of the valuation hierarchy. In certain cases where Level 1 or Level 2 inputs are not
available, securities are classified within Level 3 of the hierarchy.
The value of certain investments, classified as alternative investments, is determined using net asset
value (or its equivalent) as a practical expedient. Investments for which the System expects to have
the ability to redeem its investments with the investee within 12 months after the reporting date are
categorized as Level 2. Investments for which the System does not expect to be able to redeem its
investments with the investee within 12 months after the reporting date are categorized as Level 3.
Fair value determinations for Level 3 measurements of securities are the responsibility of
management. Management contracts with a pricing specialist to generate fair value estimates on a
monthly or quarterly basis. Management challenges the reasonableness of the assumptions used
and reviews the methodology to ensure the estimated fair value complies with accounting standards
generally accepted in the United States.
Interest in Assets of Vermont Community Foundation
Fair value is estimated at the present value of the future distributions expected to be received over
the term of the agreement. Due to the nature of valuation inputs, the interest is classified within
Level 3 of the hierarchy.
Interest Rate Swap Agreements
The fair value is estimated using forward-looking interest rate curves and discounted cash flows
that are observable or can be corroborated by observable market data and, therefore, are classified
within Level 2 of the valuation hierarchy.
Realized and unrealized gains and losses are included in excess of revenues over expenses.
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Level 3 Reconciliation
The following is a reconciliation of the beginning and ending balances of recurring fair value
measurements recognized in the accompanying balance sheets using significant unobservable
(Level 3) inputs:
Vermont
Community
Foundation
Balance, October 1, 2018

$

339,333

Total realized and unrealized gains and
losses included in other income (expense)

(14,231)

Balance, September 30, 2019

325,102

Total realized and unrealized gains and
losses included in other income (expense)
Balance, September 30, 2020

(9,603)
$

315,499

Realized and unrealized gains and losses are included in excess of revenues over expenses for the
period from October 1, 2019, through September 30, 2020.

Note 22: Contract Pharmacy Program
The System participates in the 340B outpatient drug discount program administered by the Office
of Pharmacy Affairs of the Health Resources and Services Administration (HRSA). In 2011, the
System began operating a 340B retail drug program by contracting with local pharmacies. The net
revenue from this program for the years ended September 30, 2020 and 2019, respectively, was
approximately $7,716,000 and $6,782,190 greater than the cost of operating the program. Laws
and regulations surrounding the 340B drug program are complex and are subject to interpretation
and change.

Note 23: Significant Estimates and Concentrations
Accounting principles generally accepted in the United States of America require disclosure of
certain significant estimates and current vulnerabilities due to certain concentrations. Those
matters include the following:
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Allowance for Net Patient Service Revenue Adjustments
Estimates of allowances for adjustments included in net patient service revenue are described in
Notes 1 and 3.
Malpractice Claims
Estimates related to the accrual for medical malpractice claims are described in Notes 1 and 6.
Investments
The System invests in various investment securities. Investment securities are exposed to various
risks such as interest rate, market, and credit risks. Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment
securities will occur in the near term and that such change could materially affect the amounts
reported in the accompanying balance sheets.
Collective Bargaining Agreement
Approximately 23 percent of the System’s employees are covered by a collective bargaining
agreement. The collective bargaining agreement covering these employees expires September 30,
2021.
Asset Retirement Obligation
As discussed in Note 27, the System has recorded a liability for its conditional asset retirement
obligations related to both its administrative and patient care buildings.
Derivative Financial Instruments
As discussed in Note 9, RRMC has entered into interest rate swap agreements and has estimated
the fair value of the swaps at September 30, 2020 and 2019. Due to the level of risk associated
with the swaps it is reasonably possible that changes in the fair value will occur in the near term
and that such change could materially affect the amounts reported in the accompanying balance
sheets.
Pension and Other Postretirement Benefit Obligations
The System has a noncontributory defined benefit pension and postretirement health care plan
whereby it agrees to provide certain postretirement benefits to eligible employees. Both of the
plans are frozen and are no longer actively accruing additional benefits for participants. The
benefit obligation is the actuarial present value of all benefits attributed to service rendered prior to
the valuation date based on the linear method. It is reasonably possible that events could occur that
would change the estimated amount of this liability materially in the near term.

40

Rutland Regional Health Services, Inc.
Notes to Consolidated Financial Statements
September 30, 2020 and 2019

Note 24: Construction in Progress
The construction in progress at September 30, 2020, primarily relates to numerous smaller projects
and the Medical Office Building. Some larger projects are included in construction in progress, but
most of the expenditures have not occurred as of September 30, 2020. These projects include
upgrades to nuclear medicine, replacement windows, and cancer center renovations. Below is a
table listing anticipated cost and completion date. RRHS is still exploring financial options for
these projects as of September 30, 2020.

Project Description
Window Replacement
Psych Renovations
Albert Cree Parking Lot
AHU-3 planning
AHU-3 - 2019 approved capital project
Chiller #4
Iv Pump Replacement /
Infusion Management Implementation
Additional AHU-3 for ICU
Negative Pressure Rooms
Event Reporting Software
Omnicell Supply Cabinet Upgrade
Information Services Back Up System
Diasorin Analyzer
Paint & Refresh
Physiatry Renovations for COVID Testing

Estimated
Total
Cost
$

1,468,652
4,067,353
807,064
25,388
3,629,175
2,614,678

Estimated
Remaining
to be
Spent
$

1,088,924
4,015,079
787,700
2,019,585
1,363,320

Estimated
Completion
Date
October 2021
October 2021
September 2020
February 2021
February 2021
July 2021

746,518

466,995

March 2021

900,000
262,785
1,004,827
245,583
73,540
20,000
126,413

813,939
33,748
988,981
(226)
351
16,252
121,661

February 2021
February 2021
October 2020
November 2020
October 2020
April 2021
October 2020

Note 25: Contingent Liabilities
Litigation
In the normal course of business, the System is, from time to time, subject to allegations that may
or do result in litigation. Some of these allegations are in areas not covered by commercial
insurance; for example, allegations regarding employment practices or performance of contracts.
The System evaluates such allegations by conducting investigations to determine the validity of
each potential claim. Based upon the advice of counsel, management records an estimate of the
amount of ultimate expected loss, if any, for each of these matters. Events could occur that would
cause the estimate of ultimate loss to differ materially in the near term.
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Note 26: Other Liabilities
Other liabilities consisted of the following at September 30, 2020 and 2019:
`
Employee option payable
Accrued claims liabilities
Asset retirement obligations
Interest rate swap agreements
Investments in and advances from equity investees
Other

2020
$

2019

2,069,303
2,922,777
611,678
2,318,882
2,253,536
102,820

$

2,014,987
1,855,890
596,479
2,040,706
2,053,561
59,797

$ 10,278,996

$

8,621,420

Note 27: Asset Retirement Obligations
Accounting principles generally accepted in the United States of America, requires that an asset
retirement obligation (ARO) associated with the retirement of a tangible long-lived asset be
recognized as a liability in the period in which it is incurred or becomes determinable (as defined
by the standard) even when the timing and/or method of settlement may be conditional on a future
event. The System’s conditional asset retirement obligations primarily relate to asbestos contained
in buildings that the System owns. Environmental regulations exist in Vermont that require the
System to handle and dispose of asbestos in a special manner if a building undergoes major
renovations or is demolished. A liability of $611,678 and $596,479 has been recognized in the
accompanying 2020 and 2019 financial statements, respectively, for the portion of the liability that
can be reasonably estimated.
Additionally, there remains a liability that has not been recognized in the accompanying financial
statements because the range of time over which the System may settle is unknown and cannot be
reasonably estimated. The System will recognize a liability when sufficient information is
available to reasonably estimate fair value.

Note 28: Future Changes in Accounting Principles
Revenue Recognition
The Financial Accounting Standards Board amended its standards related to revenue recognition.
This amendment replaces all existing revenue recognition guidance and provides a single,
comprehensive revenue recognition model for all contracts with customers. The guidance provides
a five-step analysis of transactions to determine when and how revenue is recognized. Other major
provisions include capitalization of certain contract costs, consideration of the time value of money
in the transaction price, and allowing estimates of variable consideration to be recognized before
contingencies are resolved in certain circumstances. The amendment also requires additional
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disclosure about the nature, amount, timing, and uncertainty of revenue and cash flows arising from
customer contracts, including significant judgments and changes in those judgments and assets
recognized from costs incurred to fulfill a contract. The standard allows either full or modified
retrospective adoption and is effective for the System’s fiscal year ending September 30, 2021.
The System is in the process of evaluating the impact the amendment will have on the consolidated
financial statements. The System expects no significant changes to its previously reported net
patient service revenue as a result of this adoption; however, the disclosures within the annual
consolidated financial statements will be significantly expanded.
Accounting for Leases
The Financial Accounting Standards Board amended its standard related to the accounting for
leases. Under the new standard, lessees will now be required to recognize substantially all leases
on the balance sheet as both a right-of-use asset and a liability. Operating leases will result in the
recognition of a single lease expense on a straight-line basis over the lease term similar to the
treatment for operating leases under existing standards. Finance leases will result in an accelerated
expense similar to the accounting for capital leases under existing standards. The determination of
lease classification as operating or finance will be done in a manner similar to existing standards.
The new standard also contains amended guidance regarding the identification of embedded leases
in service contracts and the identification of lease and nonlease components in an arrangement.
The new standard is effective for the System’s fiscal year ending September 30, 2023. The System
is evaluating the impact the standard will have on the financial statements.
Accounting for Financial Instruments – Credit Losses
The Financial Accounting Standards Board amended its standards related to the accounting for
credit losses on financial instruments. This amendment introduces new guidance for accounting
for credit losses on instruments including trade receivables and finance receivables. The new
standard is effective for the System’s fiscal year ending September 30, 2023. The System is in the
process of evaluating the impact the amendment will have on the consolidated financial statements.

Note 29: COVID-19
During 2020, the COVID-19 pandemic caused significant business disruption to the System’s
operations, including reduced patient revenue and increased expenses for preparation and
adjustments to the System. There is considerable uncertainty around the duration and magnitude of
the impact of COVID-19. The matter has and will have a negative impact on the System’s
financial condition and operating results. The magnitude of the financial impact cannot be
reasonably estimated at this time.
CARES Act and Other Programs
On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) was
signed into law. The following summarizes significant CARES Act and other programs impacting
RRMC.
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Provider Relief Funds
The System received approximately $19,660,000 in grants from the CARES Act Provider Relief
Fund distributions. The System has elected to account for such payments as conditional
contributions in accordance with ASC Topic 958-605 – Revenue Recognition. Payments are
recognized as contribution revenue once the applicable terms and conditions required to retain the
funds have been substantially met. Based on an analysis of the compliance and reporting
requirements of the Provider Relief Fund and the impact of the pandemic on the System’s revenues
and expenses through September 30, 2020, the System recognized revenue of approximately
$6,115,000 related to the distributions included in operating revenues. The unrecognized amount
of approximately $13,547,000 from the Provider Relief Funds are recorded as unearned revenue in
the accompanying consolidated balance sheets.
The System will continue to monitor compliance with the terms and conditions of the Provider
Relief Fund and the impact of the pandemic on the System’s revenues and expenses. The terms
and conditions governing the Provider Relief Funds are complex and subject to interpretation and
change. If the System is unable to attest to or comply with current or future terms and conditions,
the System’s ability to retain some or all of the distributions received may be impacted.
Vermont Grants
The System received the following amounts through the state of Vermont:
1) Grant of $13,091,076 from the Health Care Provider Stabilization Grant Program
2) Grant of $821,600 from the Hazard Pay program
The above Vermont grants are included in other operating revenues in the accompanying
consolidated financial statements.
Medicare Accelerated and Advanced Payment Program
During the year ended September 30, 2020, the System requested accelerated Medicare payments
as provided for in the CARES Act, which allows for eligible health care facilities to request up to
six months of advance Medicare payments for acute care hospitals or up to three months of
advance Medicare payments for other health care providers. Accelerated payments received will
be required to be repaid, based on current enacted legislation.
During the year ended September 30, 2020, the System received $25,000,000 from accelerated
Medicare payment requests, which are included in current and long-term liabilities – Medicare
advance payments in the accompanying consolidated balance sheets.

Note 30: Subsequent Events
Subsequent events have been evaluated through January 27, 2021, which is the date the
consolidated financial statements were available to be issued.
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Assets
Rutland
Regional
Medical
Center

Rutland
Regional
Health
Services
Current Assets
Cash and cash equivalents
Patient accounts receivable,
net of allowance
Other receivables
Supplies
Due from affiliates
Prepaid expenses and other

$

Total current assets

Assets Limited As To Use
Workers’ compensation trust fund
Restricted by donors
Internally designated

Property and Equipment, At Cost
Land and land improvements
Buildings and leasehold improvements
Equipment
Construction in progress
Less accumulated depreciation

Other Assets
Pledges receivable
Prepaid pension asset
Other

Total assets

$

1,559,136

$

54,980,026

Consolidated
Total

Eliminations
$

-

$

56,539,162

26,295
414,540

24,324,318
8,723,360
2,835,878
3,081,168
4,078,868

(3,081,168)
-

24,324,318
8,749,655
2,835,878
4,493,408

1,999,971

98,023,618

(3,081,168)

96,942,421

25,708,759

1,747,409
4,431,806
146,789,705

-

1,747,409
4,431,806
172,498,464

25,708,759

152,968,920

-

178,677,679

229,461
299,897
529,358
265,149

4,418,544
129,602,831
142,147,061
4,453,071
280,621,507
180,785,058

-

4,648,005
129,602,831
142,446,958
4,453,071
281,150,865
181,050,207

264,209

99,836,449

-

100,100,658

-

10,196
2,781,446
4,972,161
7,763,803

-

10,196
2,781,446
4,972,161
7,763,803

27,972,939

$

358,592,790

$

(3,081,168)

$

383,484,561

Liabilities and Net Assets
Rutland
Regional
Health
Services
Current Liabilities
Current maturities of
long-term debt
Accounts payable and
accrued expenses
Accrued compensation
and related taxes
Unearned revenue - provider relief
funds
Current portion - Medicare Advance
Payments
Estimated amounts due to and
advances from third-party payors
Due to affiliates

$

Rutland
Regional
Medical
Center

-

$

Consolidated
Total

Eliminations

2,241,677

$

-

$

2,241,677

40,341

14,431,500

-

14,471,841

7,676

18,350,232

-

18,357,908

-

13,547,104

-

13,547,104

-

5,208,333

-

5,208,333

3,081,168

8,352,638
-

(3,081,168)

8,352,638
-

3,129,185

62,131,484

(3,081,168)

62,179,501

-

19,791,667

-

19,791,667

2,253,536

8,025,460

-

10,278,996

Accrued Pension Obligation

-

-

-

Long-Term Debt

-

42,575,177

-

42,575,177

5,382,721

132,523,788

(3,081,168)

134,825,341

22,590,218
-

221,608,667
4,460,335

-

244,198,885
4,460,335

22,590,218

226,069,002

-

248,659,220

Total current liabilities

Medicare Advance Payments

Other Liabilities

Total liabilities
Net Assets
Without donor restrictions
With donor restrictions
Total net assets

-

Total liabilities and
net assets

$

27,972,939

$

358,592,790

$

(3,081,168)

$

383,484,561
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Rutland Regional Health Services, Inc.
Consolidating Schedule – Balance Sheet Information
September 30, 2019
Assets
Rutland
Regional
Health
Services
Current Assets
Cash and cash equivalents
Patient accounts receivable,
net of allowance
Other receivables
Supplies
Due from affiliates
Prepaid expenses and other

$

Total current assets
Assets Limited As To Use
Workers’ compensation
trust fund
Restricted by donors
Internally designated

Property and Equipment, At Cost
Land and land improvements
Buildings and leasehold improvements
Equipment
Construction in progress
Less accumulated depreciation

Other Assets
Pledges receivable
Prepaid pension asset
Notes receivable and other

Total assets

$

Rutland
Regional
Medical
Center

4,040,224

$

9,934,148

Eliminations

Consolidated
Total

$

$

-

13,974,372

13,816
365,635

29,745,296
4,943,153
2,508,886
5,999,302
3,716,310

(5,999,290)
-

29,745,296
4,956,969
2,508,886
12
4,081,945

4,419,675

56,847,095

(5,999,290)

55,267,480

23,674,071

1,543,729
4,885,362
134,434,610

-

1,543,729
4,885,362
158,108,681

23,674,071

140,863,701

-

164,537,772

229,461
299,897
529,358
242,908

4,354,593
109,331,979
136,568,180
7,466,736
257,721,488
169,519,745

-

4,584,054
109,331,979
136,868,077
7,466,736
258,250,846
169,762,653

286,450

88,201,743

-

88,488,193

-

9,800
2,522,598
3,786,417

-

9,800
2,522,598
3,786,417

-

6,318,815

-

6,318,815

28,380,196

$

292,231,354

$

(5,999,290)

$

314,612,260

Liabilities and Net Assets
Rutland
Regional
Health
Services
Current Liabilities
Current maturities of
long-term debt
Accounts payable and
accrued expenses
Accrued compensation
and related taxes
Estimated amounts due to and
advances from third-party payors
Due to affiliates

$

Rutland
Regional
Medical
Center

-

$

Eliminations

1,972,137

$

-

Consolidated
Total

$

1,972,137

20,539

11,365,579

-

11,386,118

4,335

13,887,746

-

13,892,081

5,999,290

9,241,942
-

(5,999,290)

9,241,942
-

6,024,164

36,467,404

(5,999,290)

36,492,278

2,053,561

6,567,859

-

8,621,420

Accrued Pension Obligation

-

-

-

-

Long-Term Debt

-

36,003,788

-

36,003,788

8,077,725

79,039,051

20,302,471
-

208,273,500
4,918,803

-

228,575,971
4,918,803

20,302,471

213,192,303

-

233,494,774

Total current liabilities

Other Liabilities

Total liabilities

Net Assets
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and
net assets

$

28,380,196

$

292,231,354

81,117,486

(5,999,290)

$

(5,999,290)

$

314,612,260
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Rutland Regional Health Services, Inc.
Consolidating Schedule – Statements of Operations and
Changes in Net Assets Information
Year Ended September 30, 2020

Rutland
Regional
Health
Services
Revenues, Gains, and Other Support Without Donor Restrictions
Patient service revenue (net of contractual discounts and
allowances)
Provision for uncollectible accounts
Net patient service revenue less provision for
uncollectible accounts
Fixed payment revenue
Provider relief funds
Other revenue
Net assets released from restrictions
used for operations
Total revenues, gains, and other support without donor
restrictions
Expenses and Losses
Salaries and benefits
Supplies and other
Depreciation and amortization
Interest
Total expenses and losses
Operating Income (Loss)
Other Income (Expense)
Investment return
Change in unrealized gains and losses
on trading securities
Other components of net periodic pension costs
Gain on investment in equity investees
Contributions received and other
Loss on interest rate swap agreement
Total other income (expense)
Excess of Revenues Over Expenses
Contributions received for purchase of property
and equipment
Net assets released from restrictions for
purchase of property and equipment
Change in defined benefit pension plan
Increase in net assets without donor restrictions
Net Assets With Donor Restrictions
Contributions received
Investment return
Net assets released from restrictions
Decrease in net assets with donor restrictions
Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

$

Rutland
Regional
Medical
Center

Eliminations

Consolidated
Total

$

$

-

$ 236,825,186
9,177,446

-

1,027,780

227,647,740
11,611,003
5,357,449
36,812,452

-

466,351

1,027,780

281,894,995

(22,834)

282,899,941

729,429
520,329
22,241
1,271,999

170,927,566
96,527,154
12,612,561
1,282,220
281,349,501

(22,834)
(22,834)

171,656,995
97,024,649
12,634,802
1,282,220
282,598,666

(22,834)

236,825,186
9,177,446
227,647,740
11,611,003
5,357,449
37,817,398

-

466,351

(244,219)

545,494

-

301,275

606,416

3,443,152

-

4,049,568

1,460,394
465,156
2,531,966

8,468,388
1,926,335
194,342
(278,176)
13,754,041

-

9,928,782
1,926,335
465,156
194,342
(278,176)
16,286,007

2,287,747

14,299,535

-

16,587,282

-

886,995

-

886,995

2,287,747

234,200
(2,085,563)
13,335,167

-

234,200
(2,085,563)
15,622,914

-

100,774
141,309
(700,551)
(458,468)

-

100,774
141,309
(700,551)
(458,468)

2,287,747

12,876,699

-

15,164,446

20,302,471

213,192,303

-

233,494,774

$ 22,590,218

$ 226,069,002

$

-

$

248,659,220
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Rutland Regional Health Services, Inc.
Consolidating Schedule – Statements of Operations and
Changes in Net Assets Information
Year Ended September 30, 2019

Rutland

Rutland

Regional

Regional

Health

Medical

Services

Center

Consolidated
Eliminations

Total

Revenues, Gains, and Other Support Without Donor Restrictions
Patient service revenue (net of contractual discounts and
allowances)

$

Provision for uncollectible accounts

-

$

256,379,824

-

7,489,965

-

$

-

$

256,379,824

-

7,489,965

248,889,859

-

248,889,859

7,513,045

-

7,513,045

-

-

-

-

977,847

18,232,598

(27,500)

19,182,945

-

553,191

-

553,191

977,847

275,188,693

(27,500)

276,139,040

Expenses and Losses
Salaries and benefits

827,963

163,250,345

-

164,078,308

Supplies and other

411,610

97,285,807

22,241

12,219,451

(27,500)
-

12,241,692

Net patient service revenue less provision for
uncollectible accounts
Provider relief funds
Other revenue
Net assets released from restrictions
used for operations
Total revenues, gains, and other support without donor
restrictions

Depreciation and amortization
Interest
Total expenses and losses

97,669,917

-

1,314,932

-

1,314,932

1,261,814

274,070,535

(27,500)

275,304,849

Operating Income (Loss)

(283,967)

1,118,158

-

834,191

Other Income (Expense)
Investment return, net

957,537

5,421,197

-

6,378,734

Change in unrealized gains and losses on trading securities

225,175

(22,989)

-

202,186

Gain on investment in equity investees

798,145

-

798,145

-

53,965

-

109,666
(1,045,599)

-

6,497,097

7,331,288

Other components of net periodic pension costs

-

53,965

Contributions received and other

-

109,666

Loss on interest rate swap agreements

1,980,857

(1,045,599)
4,516,240

Excess of Revenues Over Expenses
Net assets released from restrictions for

1,696,890

5,634,398

-

purchase of property and equipment

-

319,985
1,290,882

-

319,985

-

1,290,882

1,696,890

7,245,265

-

8,942,155

Contributions received

-

716,863

-

716,863

Investment return, net

-

48,152

-

48,152

Net assets released from restrictions

-

(873,176)

-

(873,176)

-

(108,161)

-

(108,161)

Total other income (expense)

Change in defined benefit pension plan
Increase in net assets without donor restrictions

Net Assets With Donor Restrictions

Increase in net assets with donor restrictions
Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

$

1,696,890

7,137,104

-

8,833,994

18,605,581

206,055,199

-

224,660,780

20,302,471

$

213,192,303

$

-

$

233,494,774
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