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Introductions
• Claudio Fort, President
• Judi Fox, Chief Financial Officer
• Jeff McKee, PsyD, Vice President Community and
Behavioral Health
--------------------------------------------------------------------• Board of Trustee Members
• Executive Management Team
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Rutland Regional Medical Center
Overview
Independent, non-profit community hospital
Service Area = 60,000 patients
144 Inpatient Beds
7,105 Inpatient Admissions
33,193 Emergency Department Visits
1,900 Employees
258 Members on Medical Staff representing 37 Specialties
 Most specialty physicians employed by RRMC
 Most primary care providers employed by Community Health FQHC
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Quality & Recognition
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Rutland Regional Medical Center
Overview
• History of compliance with GMCB budget orders
• Advancing healthcare reform in Rutland County

– Leading community-wide effort to create a unified care
management system

• Leaders in mental health and substance abuse services,
only community hospital in the State that provides:

– Level 1 (acute psychiatric) services
– Medication assisted treatment (HUB) for opiate addiction
through the West Ridge Center
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Community Health Needs
Assessment Priorities
Supporting an Aging Community
Housing
Childcare & Parenting
Mental Health
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Overview: Budget Highlights
•

Rutland Regional Medical Center’s net patient revenue growth of 3.5% has met the Green Mountain
Care Board’s growth target for 2020

•

Requesting a 2.65% rate increase to cover reimbursement losses related to the underinsured
 Increased reserve for Bad Debt & Free Care of $3.2 million

•

Considering our 3 rate reductions, RRMC’s 5-year average annual rate increase has been less than
3%

•

Our 2020 Budget demonstrates reasonable trends and is consistent with actual volume in 2019

•

When available, reimbursement assumptions are based on proposed regulations from
Medicare/Medicaid and commercial payer contracts

•

Budget assumes OneCare risk participation for Medicaid FQHC population – estimated at 7,800 lives
 Maximum Risk/Reward originally estimated at $600,000, updated to $1.0 million in July 2019

•

Our Cost Structure increases by only 2.2% from projected spending, demonstrating our commitment
to cost reduction initiatives that are required to offset inflationary and labor management cost
overrun challenges

Summary of Net Patient Service
Changes
2019 Net Patient Service Revenue

$258,721,000

Growth:
• Volume /mix
`
• Reimbursement (Medicare/Medicaid)
• State psychiatric care
• DSH
• Rates 2.65%

$
$
$
$
$

Reductions:
• ACO withholds to fund care management
• Bad debt and free care (rates and volume)

($ 722,000)
($ 3,200,000)

2020 Net Patient Service Revenue

$267,788,000

7,772,000
1,061,000
1,319,000
79,000
2,758,000

Rate Increase
Rate increase averages 2.65%
 Not “across the board” but consistent across all payers
 Lowered CT and MRI rates – Benchmarked from “Act 53 Comparative Pricing”
 Pharmaceutical and supply charges based on acquisition cost
 Restructured professional fees
 All Other charges increase by 4.25%

Hospital Issues:
Access to “Appropriate” Care
Mental Health
•

1,700 patients held in ED last year
 26,700 hours

•

Over 6 years ED holds have
increased 80%

Medical: Sub-Acute

1 of every 6 patients on our medical unit is sub-acute awaiting placement in the community
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Hospital Issues:
Access
Successful Recruitments:
 Obstetrics/Gynecology: Recruitment of a fifth physician (replaces retiring physician) started in July 2019
 Neurology: Single physician practice, recruitment of second physician started in July 2019
Continuing Recruitment Focus:
 Urology: Single physician practice with part-time APP. Recruitment in process that will require significant
investment in robotic technology. Actively recruiting physician for the past 5 years
 Gastroenterology: Upcoming retirement (1 of 2.5 physicians in Rutland) – nationally one of the hardest
specialty practices to recruit
 ENT: Upcoming retirement (1 of 2 physicians in Rutland)
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Hospital Issues:
Accepting Risk
RRMC is accepting Risk for Medicaid patients
without any reserve to support claims overruns
Challenges:
•

RRMC does not employ primary care - collaborative care management is still in early
stages

•

Significant change in leadership in the Rutland HSA – FQHC (Community Health) CEO
vacancy

•

Lack of access to patient-level clinical data to ensure we are targeting patients that
would benefit most from care management

•

Building reserves to join all OneCare risk programs - $8.0 million of potential risk
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Hospital Issues:
Erosion of Commercial Insurance
Reserve for Free Care and Uninsured has increased by $3.2 million
•

2.7% of gross revenue – consistent with our 2019 projection

Increasing due to patient inability to afford high deductible plans
•

66% of bad debt relate to encounters with insurance

•

46% of our free Care is provided to individuals who have
insurance

Hospital Issues:
Cost Structure Outpaces NPSR
Physician Cost
 Competitive recruitment and retention
environment
 Long-term recruitment challenges
 Call and holiday coverage

Pharmaceutical Costs
 A mix of inflation and utilization
 inflation targeted at 6%

Year over Year Growth
Net Revenue and Expense
4.5%
4.0%
3.5%
3.0%
2.5%
2.0%
1.5%

Labor Costs
 Challenged to hire more staff than those
terminating
 A mobile staff with ample employment options
 Competitive recruitment environment
 Reliance on travelers (25 in 2020 Budget)

1.0%
0.5%
0.0%

Growth 2017 to 2018 Growth 2018 to 2019 Growth 2019 to 2020
Net Patient Revenue

Total Expenses
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Hospital Issues:
Nursing Recruitment
•

Nurse turnover remains below the national
average but increased significantly in 2018

•

Aging workforce

•

Mobile workforce with ample job opportunities

•

Competitive recruitment environment that
requires extended benefits and sign-on bonuses
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Hospital Issues:
Pharmaceutical Inflation
Pharmaceutical Inflation costs not
supported by net patient revenue
growth restrictions
Increased costs put further stress on
“risk” based programs
64% of our total pharmaceutical spend
relates to the treatment of cancer
related illnesses
•
Next generation drugs introduced
at significantly higher costs
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Hospital Issues:
Dependence on 340B

In 2018 RRMC would have had an $8.0 million operating loss without the 340b program
As budgeted in 2019 we would lose nearly $7.0 million
With over $60 million of revenue budgeted Statewide in 2020, the 340B is a critical program in the sustainability
of the Vermont Healthcare System
Challenged with numerous proposed Federal policies that could impact the viability of the program for Vermont
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Opportunities
ACO:

• Developing informative data models and analysis
• Community health collaboration
• Care management to include other providers

Access to Care:
•
•
•
•

Skilled nursing relationships
Competitive edge to physician recruitment
Telehealth/telemedicine
Community mental health partnerships
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Opportunities
Recruitment and Retention Strategies:
•
•
•
•
•
•

Nurse residency program
Baylor program to reduce on-call and overtime
International staffing options
Specialized bonuses for hard to fill positions / shifts
Leveraging relationship with Castleton University BSN program
Staff development:
– supporting BSN degrees for current RNs,
– LNA residency program - growing LNAs to RNs

Cost:
•
•
•
•

Group purchasing alignment
Greater integration with IT partners
Introduction of biosimilars
Continued advancement in data analytics for cost
– procedural cost reviews with physician partnership
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Balance Sheet

Strong Balance Sheet as evidenced by the high liquidity and low leverage

Statement of Cash Flows

Uses

Primary Impacts to Cash:

• Capital Plan (net of depreciation) - $9.5 million
• Pension Payments - $2.0 million
• Other Working Capital - $700,000

Sources

• 2.5% Operating Margin - $6.7 million
• Investment Return - $6.5 million
• Debt Issuance (net of principal payments) - $3.1 million

Cash flow obligations drive the requirement for the
operating margin

Financial Metrics
Balance Sheet Strength

Capacity to take on additional debt but limited due to cash flow
constraints
Days Cash on Hand is higher than the Vermont System Average
but has continually decreased from 2017 to 2019 from 216 days
to 188 days
Cash Balances are Critical
RRMC has not built any new reserves to take on additional
risk for OneCare risk programs which could be as much as
$8 million when Medicare and Blue Cross are considered
Age of Buildings and Equipment higher than State Vermont
System Average (RRMC 14.1 - State 12.8) however planned
investments will help to reduce the age
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Budget Summary

Summary
3.5% Net Patient Service Revenue – met GMCB requirements
• 2020 volume consistent with 2019 projections
• Includes ACO programmatic revenue/costs (fixed payments, population health and care management withholds)
4.2% Expense Growth
• Total salary adjustments (cost of living and recruitment) 3.75%, Pharmaceuticals 6%, 25 RN travelers
• Offset by $4.0 million in cost reductions
2.5% Operating Margin
• Over the last 3 years underperformed in meeting the operating margin
• investment gains have mitigated operating loss

Financial Metrics
Operating Performance
Volume has been consistent
Collection rate has demonstrated a deterioration
and downward trend
On average RRMC collects 45 cents for every
dollar billed
The deterioration of commercial payments is the
driver of the reduction in reimbursement
Changes in commercial rates are less effective as
the net dollar value of each percent change in
rates continues to decline

24

Financial Metrics
Costs and Margins

Productivity is well managed and below budgeted expectations which
demonstrates ability to flex to volume
Premium pay remains an issue demonstrated with the heightened need for
contract staffing
• cost of each contract staff averages twice that of an employed staff
Pharmaceutical spend continues to grow a result of inflation and new high cost
drugs to market
The result… operating margin deficits from budget, in 6 of the last 12 months
RRMC has underperformed its operating margin budget
However, RRMC continues to generate an operating profit, only one of six
25
hospitals to do so in 2018

What’s Net Patient Service Revenue
Growth Supporting?
Allowed 3.5% Growth – Volume / Reimbursement
Growth of Other Operating Revenue
Total Growth to Support Expenses

$ 9,066,000
$ 2,706,000
$11,772,000

Physician Costs
Staffing (Rates and FTEs)
Temporary Staffing (Premium Only)
Pharmaceuticals (Utilization and Pricing)
All Other

$ 2,318,000
$ 2,123,000
$ 943,000
$ 4,210,000
$ 1,680,000

-

Margin

$ 498,000 $11,772,000

7% increase

- 2.3% increase

-

96% increase
32% increase
1% increase
2.5% margin

Cost Containment - $4.0 million
Position Eliminations

$1,800,000

Pharmaceuticals

$1,000,000

Supplies / Other

$518,000

Northeast Purchasing Coalition, Vizient

Fiscal Services and Administration

$387,000

IT efficiency, transcription, project management

Discretionary Spending

$295,000

Northeast Purchasing Coalition, Vizient, 340B Medicaid carve-in

Pharmacy Operations Committee Initiative examples:

Supplies / Operations Committee Initiative examples:

Biosimilar (Udencya for Neulasta) - Savings of $360,000

Medical supplies: (Phlebotomy, GI/Endo) Savings: $131,000

Pharmacy distribution/wholesaler (additional discount reduction) – Savings $50,000

Administrative: (Freight, Rebates, Contract Fees) – Savings $169,000

Miscellaneous contracting (vaccines, sterile compounds) – Savings $24,000

Surgical implants – Savings $244,000

340B Medicaid carve in – Savings $500,000 - $750,000

Budget Impact of ACO Risk
Budget 2020 Assumptions:





Assumes continued participation in OneCare Medicaid program – 7,800 attributable beneficiaries and
UVMMC Self-Insured
 Maximum risk of approximately $1.0 million (updated in July 2019)
Will consider self-insured risk agreement for RRMC employees and beneficiaries if OneCare offers a program
Deferral of the OneCare Medicare risk contract this year
 There has been a significant leadership change in the Community Health (FQHC), the predominant
provider of primary care services in our health service area
 Continue to build capacity of data analytics and care coordination infrastructure necessary for
successful management of additional risk

Direct Impact of ACO on Hospital Financial Performance:
Monthly fixed payment
Less:
Fee for service rate
Withholds to fund care management
ACO admin expense
Estimated risk
Net Impact of ACO (Loss)

$ 12,335,000
$ 11,336,000
$ 722,000
$ 600,000
$ 145,000
$ 468,000 Negative impact to RRMC

ACO – Current Performance


Rutland HSA attribution of 7,800 Medicaid patients and receives approximately $1.0 million each
month to provide for their care



As of June, our performance in the ACO has impacted (reduced) our operating margin by
$809,000, as follows:
 Net Revenue Withheld to pay Primary Care - Care Management payments
 ACO Administrative Fees
 Difference in Care Provided: Fixed payments versus fee for service

$339,000
$277,000
$193,000



This information only reflects RRMC utilization - just beginning to get data on service area spend
 Have not booked an estimated risk payment in 2019



Originally our maximum risk was limited to $600,000 in calendar year 2019. As of July 2019 the
Medicaid Risk sharing addendum raised our risk to $978,000

Health Service Area Cost & Utilization
Finding: While Rutland understands that cost of providing care to the Medicaid population is
reported to be more expensive than other service areas the drivers of the cost remains unclear. We
need to understand the impacts of:




The State Psychiatric Inpatient Unit: long-length of stays
Opiate addiction treatment through our West Ridge Center
The underlying data that this information is based on is limited
 Only includes one-month of RRMC’s participation in OneCare’s Medicaid risk program (January 2019)

Strategies to support the State’s goal of limiting the total cost of care:
 Organizational data strategy to advance population health analytics
 Community-wide care collaborative
 Focus on emergency room utilization
 RRMC and Community Health joint management practices
 Medical Director of population health
 ACO reporting and financial management
 Care management
 Development of a shared care plan
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Reconciliation of Fiscal 2019
Approved Budget to Projection

Summary:
RRMC projects to meet the net revenue target – less than $360,000 variance
• Offsetting performance: stronger outpatient volume mitigated by increased need to reserve for bad
debt and free care
Expenses are projected to be $5.2 million more than budget
• Driven by temporary staff and pharmaceuticals
Due to the significance of expense overruns RRMC will not meet its projected operating margin
• Operating margin is projected to be 1.6%, under budget by $2.1 million

Building and Infrastructure
Master facility plan in progress with phase one results to be
delivered in August
Considering three large building/infrastructure projects
over next four years

Capital Targets
• Depreciation Expense is $13.2 million
• Goal to spend at least 1.2X our depreciation expense

Waiting for master facility planning findings
o Lab automation
o Inpatient room capacity and efficiencies
o Operating Room Renovations

2020 Capital Spending - Approved
• Routine capital funded by equity $10.5 million
• CoNs funded by equity $6.6 million
• CoNs funded by endowment $550,000
• CoNs funded by debt $5.1 million

Included in 2020 capital planning budget
o Replacement of MRI – CoN to be submitted in October

5-year spending
• $83.8 million

Active projects (2019/2020)
o Medical Office Building
o Replacement of CT
o Foley Cancer Center renovations
o Inpatient psychiatric care – ligature risks

2020 Capital Investments

4-Year Forecast

Fixed net revenue growth rates without inflationary relief drives the operating margin to decline year-over-year
Fixed net revenue targets require savings ranging from $1.6 to $2.3 million each year
Projections do not include any build of reserve to support risk-based contacts
Cost reductions assume savings are held each year
Additional/new expenses will need to be offset by increased cost reductions
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Compliance with Budget Orders:
Certificate of Need
Upgrade Air Handling Unit, Project Cost: $5,673,532
Status:
 Closed: under budget by $388,000
Replacement of Nuclear Medicine Camera, Project Cost: $2,840,596
Status:
 Anticipated completion date of September 2019
 Total spent to date: $2,445,000, projected to be under budget
Medical Office Building, Loading Dock and VOC Renovations, Project Cost: $23.7 million
Status:
 Work began in April 2019 with a projected completion day of March 2021
 Total spent to date: $2,332,000
GE Revolution CT Scanner Replacement, Project Cost: $2,024,027
Status:
 Expected to conclude work in August 2019
 Total spent to date: $64,5006
Psychiatric Unit Renovations, Estimated Project Cost: $4,067,353
Status:
 Expected to begin in the Fall of 2019

Compliance with Budget Orders:
Net Patient Service Revenue

RRMC’s 5-year average is 3.6% and below the system average of 3.8%

GMCB Compliance,Rates and
Strategic Pricing
Net Patient Revenue
$260,000,000
$255,000,000
$2.6 million rate reductions
$250,000,000
$5.3
million
rate
reductions
$245,000,000
$240,000,000
$235,000,000
$230,000,000
$225,000,000
$220,000,000
$215,000,000
$210,000,000
$205,000,000

2015

2016

Budget
Actual

2017

2018

2019

Rate and Pricing History
$30,000,000
$25,000,000
$20,000,000
$15,000,000
$10,000,000
$5,000,000
$$(5,000,000)
$(10,000,000)
$(15,000,000)
$(20,000,000)
$(25,000,000)

4.94%

3.70 %

3.00%

$24,900,000

$16,434,000

$18,300,000
- 3.90 %

$(5,300,000)

- 1.30 %

- 1.00 %

$(1,500,000)

$(1,100,000)
$6,500,000

$4,400,000
$(5,200,000)
$(18,000,000)
10/1/2015

4/1/2016

$(4,500,000)

Gross Revenue
10/1/2016

$3,400,000

5/1/2017

Net Revenue

10/1/2017

10/1/2018

