
REDACTED 

University of Vermont Medical Center 

Follow-up questions from FY25 budget hearing 

Responses submitted to Green Mountain Care Board 9/6/24 

1. Case Mix Index (CMI). Explain any substantive changes in CMI by Payer, providing evidence to justify anticipated

changes. Quantify any impacts on your budget by payer.

Below is the data that was submitted in our response on 8/30/24. Documentation is about the patient condition and not 

payor. It is also about ensuring a complete medical record. Continuous education is provided as new information 

becomes available. 

[ FY24 

FY23 Actual FY23 Budget Projected FY24 Budget FY25 Budget 

CMI Documentation Improvement 

Medicaid 146,164 423,719 444,041 385,387 0 

Medicare 212,512 1,104,625 3,520,323 1,232,843 0 

Commercial 74,181 1,372,782 3,110,465 1,174,546 0 

All Other 136,070 98,875 689,239 183,224 0 

Total 568,926 3,000,001 7,764,067 2,976,000 0 

2. How much of $8.9M (of $18M reserved funds for mental health) for 2024 is on track to be spent? How much will be

expended in the first year?

The UVM Health Network, in cooperation with the Vermont Department of Mental Health, has been working towards 

compliance with the Green Mountain Care Board's order dated March 22, 2023, which mandates the investment of the 

remaining funds ($18 million) set aside in accordance with the Board's order dated April 18, 2018. As noted in our May 

31, 2023, letter, we anticipated the possibility of delays to the three-year plan for the expenditure of these funds due to 

emerging priorities limiting staff resources or implementation postponements as the proposals moved from original 

ideation towards implementation. The planning phases have extended as the projects received further vetting and 

minor modification, but all are still on track for execution, just not in the original timelines. While spending may not fall 

exactly into the proposed fiscal year, we fully expect to spend the entire $18 million. The following is an accounting of 

our projected spending as of October 1, 2024. 
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3. How have you incorporated savings from the care management program into the budget? Quantify the amount of
savings and explain the drivers.

The NCQA Accredited (received NCQA Accreditation in December 2023) PHSO Care Management program will have 
been live in all UVM Health Network Vermont Primary Care sites in support of our attributed patients as of October 
2023. Evidence-based Care Management Models have shown that building a longitudinal relationship, with the right 
patients, decreases TCOC and shifts utilization to more cost-effective settings over time. (Hsu J, Price M, Vogeli C, Brand 
R, Chernew ME, Chaguturu SK, Weil E, Ferris TG. Bending The Spending Curve By Altering Care Delivery Patterns: The 
Role Of Care Management Within A Pioneer ACO. Health Aff (Millwood). 2017 May 1;36(5):876-884. doi: 
10.1377/hlthaff.2016.0922. PMID: 28461355.) 

To date we have 5,500 enrolled for six months with about 600 new referrals per month. We have not had patients 
enrolled in Care Management long enough to budget for outcomes.  

Of note, the majority of ED utilization at our facilities is driven by non-UVMHN attributed patients. Given the continued 
increase in ED utilization network-wide, a sizeable reduction in ED utilization among our Primary Care attributed 
population is unlikely to bend the overall ED utilization curve for our facilities. 

Due to these factors, we did not budget the impact of Care Management in the FY25 budget. 

4. Please identify all one-time expenses in FY23 or FY24, and show where they were excluded in the FY25 budget.
Identify any one-time expenses from FY23 or FY24 that were not excluded.

No known one-time expenses were carried into FY24 or FY25. 
Example – we track all one-time revenues and one-time expenses each month.  During budget preparation, we conduct 
an additional review of all expenses for non-recurring expenses such as a sign-on bonus for a new employee, contract 
ratification bonuses, retention bonuses, any one-time small equipment purchases, etc.  
We then rebase without these, use metrics and meet with department leaders to understand any upcoming one-time or 
unusual expenses to be added to the budget such as contract price increases, volume related small equipment, etc. 
_______________________ 

Exhibit reflecting removal of one-time large 
and small expense items in addition to known 
cost savings: 
One-time large expense items not budgeted in FY25 
Miller Respite House funding catchup  $      3,300,000  
Retention Bonus for Nurses from previous contract - Apr'24  $      2,100,000  
COVID-19 Inventory write-offs (N95 masks, test kits, lab supplies)  $      1,500,000  
Exam gloves (forced to use high cost COVID gloves before expired)  $      700,000  
Traveler premium   $      5,400,000  
Stike planning fees (admin and lodging)  $      790,000  
Total  $          13,790,000  
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Items in FY24 taken out of FY25 Budget 
Purchased Srvcs - Professional Srvcs - CT Mobile Rental CLARITY 
MOBILE IMAGING LLC  $     97,971  
purchased services - MM Hayes Data Migration services (WD 
related)  $      145,207  
purchased services - Avantas SmartSquare conversion (WD 
related)  $     90,000  
purchased services - RK Payroll Solutions FTE backfill (WD 
related)  $      170,085  
purchased services - EndoSoft data migration / upgrade / training  $     60,855  
purchased services - Philips data center move  $     16,501  
purchased services - Nihon Kohden Polysmith upgrade  $     30,211  
purchased services - Hyland OnBase upgrade  $      162,000  
contract maintenance - EchoStor legacy contracts running out as 
we change our technology / refresh on other hardware  $      418,044  
purchased services - Integration Partners implementation 
services  $     66,660  
purchased services - ConvergeOne staff aug / project help  $     14,400  
purchased services - Spok implementation services  $     38,520  
temp help - Enhanced Communications Solutions telecom 
support / project help  $     70,720  
small equipment - Central VT Communications pagers  $     67,600  
SaaS - Microsoft license true-up  $      280,109  
purchased services - Knowledgewave Learning site  $     38,400  
licenses - EchoStor VMWare licenses (one-time)  $      190,629  
licenses - Competitive Computing Active Directory migration 
licenses / services  $     28,444  
software maintenance - EchoStor VMWare ELA (stop-gap licenses 
needed only thru transition of hardware)  $      714,860  
purchased services - Clinisys Atlas upgrade  $     25,445  
staff aug - Health System Informatics staff aug / project help  $     52,600  
small equipment - Insight Direct computer refresh (large year-end 
purchase)  $      851,170  
small equipment - Insight Direct language carts / iPad project  $      385,748  
purchased services - Merge Healthcare data center move  $      180,567  
purchased services - Knowledgewave HN PACS implementation 
analyst  $      108,332  
purchased services - Alku Technologies staff aug / project help  $     61,600  
purchased services - Health System Informatics staff aug / project 
help  $     35,200  
licenses - Epic one-time Epic licenses  $      239,492  
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purchased services - Various one-time Epic implementation 
expenses  $      402,409  

Medical Surgical  - Suction Wall Regulators  $     28,304  
Small Equipment - Suction Wall Splitters  $     16,899  
Medical Surgical  - Shield EP Left Subclavian  $     20,000  
Med Surg Specialty Items - Related to lower use of SPACEOAR VUE   $     18,349  
Gyn/Uro Implants - Based on lower use  $      100,000  
Bare Metal Stents - Based on lower use  $     30,000  
Cochlear Implants and Hearing Aids - Based on lower use  $      100,000  
Called-In - Lowered due to change in how it's used (YTD Jan 
compared to FY25 Budget)  $      200,120  
Purchased Services - Reduction based on permanent hire; no 
longer use consultant  $      314,859  
Rent - Building - Reduction of rent in satellite properties by 
consolidating offices and work from home initiatives  $      155,315  
Groceries - Net food savings expected from Leanpath software to 
reduce food waste.  $      120,000  
Recruitment - Recruitment- RECRUITIFI INC Pos 1  $     27,186  
Recruitment - Recruitment- RECRUITIFI INC Pos 2  $     28,500  
Rent - Building - Reduction of Fanny Allen rent via purchase 
(Colchester PILOT remains)  $      1,260,000  
Small Equipment - Small Equipment needs for clinical room and 
waiting room furniture replacement, cleaning equipment, etc.  $      123,866  
Total  $             7,587,175  

5. FY23 Actuals – Bridges (Revenue & Expense)

a. For each line item (revenue and expenses) on your Bridges document, (a) break down when you applied for or
learned of the potential variance/change, (b) when it occurred, and (c) UVMMC’s budget vs. actual variance for each
line item for FY21-24.

The bridges document is updated twice a year, in January when reporting prior budget to actual results, and in July 
when submitting the budget. 

For mid-year actual to budget reporting, we provide monthly actual and remaining months projection based on the 
GMCB required reporting and due dates by hospital.  In the monthly information provided, there are actuals and 
projections for high level P&L categories, high level payer information, and key volume stats. 
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g. Break out pharmaceutical spending by service area (inpatient, outpatient, retail pharmacy etc.), noting key drivers 
for each; quantify the drug mark ups/margins associated with the expense overage in FY23.  
 
Drug markups are not a part of IP expense overages.  Expenses on IP are due to patient utilization at higher level or the 
use of higher cost drugs. 
  
Retail pharmacy expense rises in accordance with demand and yields offsetting revenue. 
 

Account FY23 Budget FY23 Actual Amount Change 
Retail Pharmacy Revenue                  208,578,245                   223,134,710                   (14,556,465) 
Retail Pharmacy Expense                  139,643,143                   158,669,552                   (19,026,409) 

   
 

 
h. What are the three largest contributors to the "other" bucket in the FY23 bridges expenses?  
 
Largest categories include: Interest Expense, Shared Services, and expenses related to Supplemental Academic Support 
payments to University of Vermont Larner College of Medicine. 
 
6. Medicare Designation & Reimbursement Impact  
 
a. What, if any, is the financial impact of your rural hospital designation?  
 
Rural hospital reclassification/designation, on its own, has a negative Medicare reimbursement impact for UVMMC.  In 
FY23 our rural reclassification and Rural Referral Center status had a negative financial impact, but it was offset by the 
positive financial impact of rural Sole Community Hospital designation. 
 
b. What month and year did you begin reviewing whether you may qualify as a sole community hospital?  
 
Please see letter sent to the Board on 8/30/24. 
 
c. Was Northwestern Medical Center considered a like-hospital in prior periods?  
 
Please see letter sent to the Board on 8/30/24. 
 
d. Who was responsible to ensure that UVMMC pursued all potential enhanced payment designations from 
Medicare? 
 
Working with the reimbursement and government relations teams, the CFO is ultimately responsible for pursuing 
enhanced payment designations. 
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e. Was anyone held accountable by your leadership or Board for failing to review and ensure UVMMC qualified for all 
enhanced Medicare payment designations? Why/why not? 
 
Please see letter sent to the Board on 8/30/24. UVMMC applied for Sole Community Hospital designation when we were 
confident the designation criteria had been met and would continue to be met, given a demonstrated trend over time. 
 
f. What is the total amount of money that UVMMC could have received from Medicare had it applied for Sole 
Community Hospital status when UVMMC was first eligible? 
 
Please see letter sent to the Board on 8/30/24. UVMMC applied for Sole Community Hospital designation when we were 
confident the designation criteria had been met and would continue to be met, given a demonstrated trend over time.  
If UVMMC had applied for rural reclassification, RRC status and SCH designation based on the first period they could 
potentially be considered eligible, the approximate amount of additional reimbursement UVMMC would have received 
from Medicare in the first full fiscal year (FY20) would have been $1.7M. 
 
g. What is the total amount of executive bonuses paid during periods in which UVMMC could have qualified as a sole 
community hospital? Explain whether your Board was aware of, and considered, UVMMC’s failure to review and 
apply for sole community hospital status in awarding such bonuses.  
 
Please see letter sent to the Board on 8/30/24. UVMMC applied for Sole Community Hospital designation when we were 
confident the designation criteria had been met and would continue to be met, given a demonstrated trend over time.  
 
No failure to review for eligibility exists.  
 
h. After learning of UVMMC’s application for SCH status in FY23, did your Board ever inquire about whether UVMMC 
could have qualified for SCH status earlier? If not, why not?  
 
Please see letter sent to the Board on 8/30/24. UVMMC applied for Sole Community Hospital designation when we were 
confident the designation criteria had been met and would continue to be met, given a demonstrated trend over time. 
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10. Quality  
a. Please send us (for FY21-FY24) historic and more up to date data on UVMMC performance on (1) hospital acquired 
conditions and (2) VBP and readmissions. And explain the timing between performance and financial impact.  
b. Provide GMCB the tracking UVMMC uses for purposes of assessing quality, safety, and patient satisfaction for FY21-
24.  
 
Please refer to attachments submitted with these responses. 
 
11. UVM Admin Shared Services  
 
a. Please explain why admin is growing (29 employees to 47, and salaries from $20M to $27M)? How much of this is 
new positions vs. reallocations (and from where)?   
  
35% of the increase is due to transfers/reallocations from hospital budgets, 10% is for partially budgeted FTEs in last 
year’s budget (based on their projected start date) that are now full time in this year’s budget, and 55% is due to 
incremental additions.  The incremental additions are focused on increasing our RN clinical informatics resources to 
make Epic more efficient for our nurses, bolstering our information security resources, and adding resources to more 
effectively manage at the Network level nurse staffing and facilities planning with the ultimate goal of achieving greater 
efficiencies and better patient outcomes across the system. 
 
b. Please explain PHSO FTE and salary growth. Why and how much of this is new vs. reallocation?  
 
The PHSO increased by approximately 27 FTEs. 14 the 27 were reallocation FTEs. 
  
The remaining 13 FTEs / $1.35M were related to incremental FTEs.  Of the 13 incremental FTEs: 10 FTEs are allocated to 
Care Management, 3 FTEs are related to Quality Improvement. 
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14. Please provide more detail and explain the drop in non-op revenue (from $55m in FY 23 $53M in FY24P to $20.6M 
in FY25B). Please tie back the "other revenue" worksheet data on non-operating revenue to the explanations of 
investment and donor revenue in the narrative (e.g., page 30: anticipated donations of $4m, $21M budgeted for 
“change in interest in investment pool for UVMMC). Now that the OSC is conditionally approved, how would UVM’s 
expressed commitment to increase donations if the OSC is approved impact non-operating revenue (p 30)?  
 
Non-operating revenue for FY23 and FY24 was virtually all from investment income. Actual investment income for FY23 
and FY24 was much higher than the budgeted 4.0%. The $20.6 million budget for FY25 is a 4.0% return assumption for 
investment income, like it is budgeted every year.  
 
Restricted donations for capital projects would not impact non-operating revenue.  Any donations related to the OSC 
would go directly into a specific purpose restricted fund.  The specific purposed fund would then be used to fund a 
portion of the capital expense for the project.   
 
15. Efficiency  
 
a. On page 13 of your narrative, and also in your presentation, you cite that expense per adjusted discharge 
benchmarked against teaching hospitals for UVMMC has grown from the 25th to just above the 50th percentile. 
Provide evidence to support your explanation made during the hearing for this (e.g. higher use of contracted labor, 
higher wage growth, lower ability to discharge to appropriate settings compared to other teaching hospitals in the 
country etc.).  
 
The purpose of including the AAMC COTH expense per adjusted discharge and expense per adjusted inpatient day was 
to provide evidence on clinical efficiency, as required by the Board’s hospital budget guidance. The data showed that 
both measures are below the median of AMCs. A question was asked about the growth in those measures from 2021 to 
2023. The answer we provided was that it was due to UVMMC needing to employ more contract labor compared to 
other AMCs to continue to meet patient demand, and that higher utilization of contract labor also caused us to increase 
salaries at a more rapid rate to replace that contract labor with permanent staff. As the AAMC COTH charts below show, 
in 2021, the beginning of the rise in UVMMC’s utilization of contract labor, UVMMC’s total spend of $45M on contract 
labor was between the median and 75th percentile of other AMCs. In 2023 UVMMC’s $125M spend was above the 75th 
percentile. AAMC COTH has not yet published their 2023 comprehensive report that includes this contract labor detail, 
but we expect it will show similar results.  
 
Although contract labor costs have come down in FY24, our reliance has not yet decreased to the level we would like 
due to continued needs in our communities while labor shortages persist. Additionally, somewhat offsetting the 
decrease in contract labor rates is the increased wage pressures of employed labor.   We have had significantly higher 
increases during this time period for our collective bargaining units as well as greater numbers of employees unionizing, 
both of which will increase our overall costs.  We await the results of the next COTH study to see the relative change 
overall compared to other hospitals in this comparative group.   
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e. Quantify the portion of NPR due to utilization, if any, that is coming from expected increases in clinical productivity

for primary care and specialty care separately; what are the targeted performance expectations (in percentiles) by

specialty, assumed in the FY25 budget?

As discussed at the GMCB budget hearing, we budget productivity at what we think is possible. In some cases, this is a 

result of current restraints. For example, in some subspecialty areas, where patient volumes are low in our region, we 

may need to hire more than one physician to ensure call coverage. 

Professional NPSR 

Primary Care 

Specialty care (includes hospital-based) 

FY24 July YTD 

Annualized FY25 Budget 

25,704,976 30,337,208 

277,746,737 336,857,640 

Difference 

4,632,232 

64% Rate 

36% Utilization (Volumes) 

59,110,903 

79% Rate 

21% Utilization (Volumes) 

Clinical Productivity 

Question 15.e. What are the targeted performance expectations (in percentiles) by specialty, assumed in the FY25 

budget? 

18 
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c. Please show and explain quantitatively how you consider additional Medicaid payments when calculating Medicaid
cost coverage?

Any additional Medicaid payments are assigned to Medicaid as a revenue source. 

d. Please explain how your cost coverage calculations relate to your payer revenue sheet. You've reported a
significant difference between the cost coverage of Medicare vs. Medicaid. However, you've also stated that
Medicare and Medicaid receive a similar discount from gross charges (about 74% reduction from gross charges). How
do you reconcile these two statements?

Total revenue in our cost coverage calculation reconciles to the payer revenue sheet.  Any difference at the payer level is 
most likely related to the allocation methodology related to column C & D in the table included in 16a.   

We would need to see the data related to the reference of reduction from charges to respond with more specifics.  From 
a general perspective they should reconcile if they both should tie to the P&L for the respective year.  Any differences 
are most likely related to differences in allocations at the payer level but in total they should reconcile. 

17. Could you provide more clarification why you expect such a significant Medicare shortfall? The expectation seems
out of proportion to your cost coverage calculations.

We do not understand the basis or the reference for this question or statement.   We believe, based on the table 
provided in the response for question 16, the Medicare shortfall is in line with the cost coverage.   

18. Pricing

a. What evidence supports your assertion that you are a low-cost commercial provider?

We have demonstrated using GMCB’s own research that we are a low-cost provider of inpatient services.  Also, the 
Cooper study, while dated and included limited payers, tells the correct story that within our hospital service areas the 
cost to commercial payers is among the lowest.  The payers referenced did not include the larger payers in Vermont but 
based on historical reimbursement the payers included in the study reimbursed higher than our larger in state payers. 
Thus, the study would show them even lower, and such continues to be the case today. 

There are areas where we are reimbursed at a higher rate as compared to hospitals in our region, particularly in 
outpatient services. We have discussed several factors that influence the cost of services, some of which we can address 
and some that are systematic issues. For example, having a small population to spread costs across results in higher cost 
per service.  Additionally, providing services that lose margin, such as dialysis, that no other provider provides requires 
subsidization from other services.  Reimbursement factors we can impact include a review of long-standing 
reimbursement arrangements with payers collaborating on right sizing terms, such as in radiology and lab.  

In totality, the term low-cost takes into consideration the cost of services provided to patients and the cost to the 
patient or value to the patient to be able to access those services locally rather than leave the state impacting their 
home and work lives.  UVMMC is committed to balancing the cost to provide services in our rural region with the impact 
patients and employers experience when purchasing health care services. 
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We provide the following possibilities to make the results that we see here more understandable. The United States is a 
predominantly urban and suburban country, by population. Because of this, studies such as this one primarily examine 
data from suburban and urban areas.  

In more populated parts of the country, much of the low-acuity care that is provided by hospitals in Vermont is offered 
in non-hospital settings instead. We see this for ambulatory surgery and screenings such as colonoscopies, and 
particularly for basic imaging and lab work. This is the case both for patients who primarily use a critical access hospital 
for these kinds of services and for patients in Burlington for whom UVMMC is their community hospital.  

We know that no weighting system is perfect. Studies such as this one carry an often-unstated assumption that the 
errors in the weights are distributed evenly across subjects, so that the subjects can still be fairly compared. These 
differences in service mix have the ability to impact reported pricing when they distribute errors in the service weights in 
problematic ways. This is the distribution of services that we are talking about when we point to service mix as a cause 
for the differences that we see in Vermont. 

Small errors in weighting can be magnified when they occur in low-acuity services. A weight decrease from 20 to 19.5 is 
only a change of 2.5%, while a decrease from 1 to 0.5 is a 50% decrease. Because hospitals in most parts of the country 
are not doing a lot of low acuity care, this is likely an area that has not garnered significant focus.  

Given that we know that the kinds of errors that we are looking for occur across the state, and that the use patterns for 
low-acuity care are the same across the state (neither Newport nor Burlington have robust independent imaging or lab 
options), we believe that this is the most likely source of this discrepancy.  

[1] Grace Cottage does not show Inpatient relative or standardized prices and the downloadable data file omits the total
relative price, but the interactive price transparency tool which RAND links to does provide a total of 205% of Medicare. This 
number is credible in light of the reported relative price of 215% of Medicare for Grace Cottage’s outpatient services which is
provided in the RAND downloadable data.
[2] Gifford shows that Medicaid only pays it 19% of what it costs to care for Medicaid patients in its Medicare Cost Report. If
this is correct, Gifford’s total margin, assuming the RAND price, would be 20%. However, the Medicaid NPR reported in
Gifford’s cost report would only amount to 2.5% of total NPR, and the notes to Gifford’s audited financial statement for 2022 
(p. 13) state that Medicaid made up approximately 12% of NPR. If this is correct, it would add an additional 13 percentage
points to margin, bringing the total to 33%.

19. What percent of clinical and non-clinical FTEs included in the staff/FTE submission are funded from outside
sources (grants etc.)? Provide total dollars by clinical & non-clinical.

Funding is not reported at the FTE level and not tracked based on clinical or non-clinical splits.  Funding is managed and 
tracked by actual funding dollar amounts.  For FY23, grants fund approximately $5.3M of salary and fringe expense. 
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20. In an answer to a recent follow-up question (question #2 in your pre-hearings question list), you suggest that the
amount of surgical operations has increased over time. However, your values exclude operations from the Fanny
Allen Campus. Once you include these operations, it seems that you performed fewer operations (not more) in 2023
compared to 2019. Is this correct?

The data file currently in use has all surgeries and was used for comparison for all years; however, the file for 2019 did 
exclude Fanny Allen Campus.  Submitter was not aware of this change at time of submission.   

21. In your rate decomp sheet, can you provide a more detailed breakdown of the "all other" category under total
NPR? Since it accounts for such a large amount of NPR ($203 million), we'd like to better understand its composite
parts. We're particularly interested on the amount of revenues it captures from smaller commercial insurers.

The chart below details what makes up this category: 

22. Do you ever negotiate with Medicare Advantage plans to pay rates higher than 105% of Medicare?
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23. What savings do you project for your consumer affordability program?

Can you please provide more specifics as to what you are referencing as we do not understand the question or what 
prompted it.  At this time, we are not able to answer this question. 

24. For which practice areas are appointment schedules only available for three months such that patients need to
call back to schedule an appointment if there are no available times in the three-month window?

We were unable to identify any clinics that schedule appointments out for a maximum of three months. However, we do 
have clinics whereby the providers set their call schedules at six-month increments. If a patient were to call for an 
appointment after three months of a six-month schedule window has passed, it is possible the schedule for the 
following six months is not yet built and therefore at that point in time, the schedule would only be available for another 
six months. Additionally, as providers onboard and/or depart, schedules become available and unavailable. Therefore, it 
is possible that if a provider is leaving and it is not yet public knowledge, the communication may be around the fact that 
the schedule is not available for a specific number of months.   
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