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What we will Cover Tonight

To the organization…

“The danger is in acting on what you believe 
satisfies the customer.  You will inevitably 
make wrong assumptions.  Leadership should 
not even try to guess at the answers; it should 
always go to customers in a systematic quest 
for those answers.”

- Peter Drucker



What we will Cover Tonight

• Outline for tonight
– Purpose & Mission of the Hospital District
– Hospital Operations / CAH 101 
– Financial Results
– Market Factors 
– Battle Plan 
– Call to Action 

• The Objective is to Inform and Engage 
• We are not having a crisis 



Hospitals are Complex Systems
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6 Service Lines & 41 Functional Areas



Over 40 Regulatory Bodies



Our Purpose & Mission

Purpose – Why we exist

Our purpose is to serve others by 
Caring for Generations.



Our Purpose & Mission

Mission – What we do

Our mission is to improve health 
outcomes by creating the 
environment for productive 
interactions between a prepared, 
proactive, practice team & informed, 
activated patients.



60 Quality Objectives & 120 
Active Tasks



Develop 21st Century Healthcare 
Infrastructure

•Acquire & successfully implement an Electronic 
Health Record (E H R) System the meets full stage 
3 meaningful use standards
•Develop & implement a facility design, repair and 
replacement strategy with contingencies
•Develop & implement a technology infrastructure 
replacement and maintenance strategy
•Develop a contingency plan for long-term care
•Develop & implement a plan for capital equipment 
repair and replacement
•Articulate strategy for use of the Pataha House



Build Community Confidence & 
Awareness

• Develop & implement a comprehensive 
marketing and public education strategy 
incorporating social media

• Implement a swing-bed marketing program 
with enhanced rehabilitative services

• Implement improved Performance 
Measurement System with visible 
reporting of metrics



Implement Health Home Strategic Plan

• Complete the implementation of the Health 
Home Strategic Plan

• Develop & implement the Well Person 
Project

• Actively participate in the design and 
deployment of a regional Accountable 
Care Organization (ACO) network in 
partnership with the Critical Access 
Hospital Network



60 Quality Objectives & 120 Active Tasks

•Implement Improved Advanced Beneficiary Notice (ABN) Process
•Improve & Embed Incident Response Preparedness Efforts
•Integrate Payroll & Personnel Management Systems
•Develop & Document Succession Plan for Organizational Leadership
•Improve Utilization Review Process
•Develop Financial Counselor Role
•Migrate to a Telephone Dictation Process
•Complete Urinary Tract Infection (UTI) Reduction Initiative
•Complete Materials Management Improvement Initiative
•Implement Strategy for Migration to ICD-10
•Complete Implementation of Pharmacy Initiative
•Complete Implementation of High Alert Medication Initiative
•Revitalize Rapid Response Teams
•Complete Standards of Effective Governance
•Develop & Implement Ethics Training Module
•Complete Wholesale Revision of Policies & Procedures
•Prepare Baldrige Award Application



Mission

OV-7



Cardiovascular Disease Results



Diabetes Care Results



Focus on Financial Sustainability

Past Keys to Financial Sustainability
• Revenue generation and cost control 
• Support of the community 
• ProShare Funding
• Cost-based reimbursement 



Lowest Net Tax Levy Supports Same 
Infrastructure as Other Communities

Regular Levy pays for 1 Nurse (Salary & Benefits)

* Special Levy Earmarked for Capital Repair 
$190K

1,373,595 1,537,329 1,504,872 1,882,937 1,170,075 1,389,730 1,247,164 1,291,027 1,416,347 MORTON GENERAL HOSPITAL

172,424 171,335 157,227 143,576 132,297 132,850 124,122 118,530 113,225 FERRY COUNTY MEMORIAL HOSPITAL

268,494 231,824 218,220 213,574 209,772 164,237 201,386 207,595 187,024 COULEE COMMUNITY HOSPITAL

789,368 723,127 676,569 652,367 646,785 519,657 518,103 459,521 DAYTON GENERAL HOSPITAL

511,892 484,725 479,219 454,847 426,116 422,462 417,556 392,786 383,359 LINCOLN HOSPITAL

932,127 585,888 647,545 604,917 608,224 1,747,505 380,833 374,495 372,220 QUINCY VALLEY HOSPITAL

1,184,638 367,069 323,072 342,651 801,666 289,454 281,844 270,656 285,612 NORTH VALLEY HOSPITAL

276,968*82,433 90,844 413,536 413,706 314,061 320,708 331,508 328,031 
GARFIELD COUNTY MEMORIAL 

HOSPITAL

494,381 499,238 501,687 504,723 512,156 500,084 484,576 467,062 463,131 ODESSA MEMORIAL HOSPITAL

553,825 551,343 517,509 519,140 487,222 475,361 439,499 PROSSER MEMORIAL HOSPITAL

388,898 316,174 296,143 275,216 270,649 250,914 328,140 413,872 370,919 COLUMBIA BASIN HOSPITAL

398,423 390,487 380,048 1,071,928 1,190,846 1,168,546 1,169,521 1,172,184 1,143,513 NEWPORT COMMUNITY HOSPITAL

200920082007200620052004200320022001

Total Tax Revenue (Regular M&O plus 
Special Levy)



Critical Access Hospital 101

• Payer Mix Differs by Service Line
• Payment Differs by Payer Mix
• Medicare Pays Cost

“Cost is Cost…that’s all Cost is”
• Medicare Cost-based Reimbursement

– Cost to Charge Ratio  (Cost ÷ Charges)
– Cost is allocated to each department by a 

variety of methods (volume, square 
footage, productivity caps…)



Acute Payer Mix
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Commercial 
Business…
where our 
margin is.

Outpatient Payer Mix
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Critical Access Hospital 101

Medicare Cost-based Reimbursement
• Cost to Charge Ratio  (Cost ÷ Charges)
• Cost is allocated to each department by 

a variety of methods (volume, square 
footage, productivity caps…)

• Paid Interim Rate for Medicare 
Services (Per Diem or % of Charges)

• File a Cost Report
• Medicare Settlement (pay shortage or 

refund overage)



Difficult to Balance Demands of the 
System

• Cost shift to reimbursable cost 
centers as appropriate

• High fixed cost relative to our volume 
– Difficult to achieve economies of scale 

• All excess revenue go to subsidize 
nursing home 



Business Focus on Cost Control

In “business as usual” control fixed cost.. 
Improve profit margin

Fixed Cost

Profit Margin

Variable Cost



Business Focus on Cost Control

The hospitals fixed cost are very high per unit 
of volume due to our smaller volume

Fixed Cost

Profit Margin

Variable Cost

We don’t have good economies of scale



Cost Allocation by Square Footage

40 % of the Facility is Non-reimbursed 
Space (20 Nursing Home Beds)



Shift Cost Appropriately

80 % of the Facility Cost based-reimbursed Space 
(Reallocate space & Maintain Bed count)



Acute Days Utilization Flat
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Outpatient is Our Margin Business

Outpatient Visits
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Clinic Utilization Stable

Clinic Visits
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ER Volume Rebounding after Slow Start

ER Encounters
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Therapy Utilization Remains Strong

Physical Therapy Treatments
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LTC Occupancy Declines

Long Term Care Occupancy
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YTD Financial Performance 



Striving for Fiscal Stability 

• Capital Repair & Replacement Fund 
$180,741

• Deferred Retirement Fund $107,267
• County Investment $164,433
• ProShare Investment $49,737
• Health Insurance Reserve $27,730
• Due to 3rd Party Reserve $325,000
• HUGS Memorial Fund $80,478



Major Capital Projects Completed 

• Fire Alarm System (Funded Through Reserves)

• Emergency Generator (Funded through special levy & Obenland)

• Hospital & LTC Roofing (Special Levy & Reserves)

• 2 Heating & Cooling Systems (USDA & Reserve)

• Telephone System (Special Levy, Obenland & Reserve)

• Nurse Call System (Special Levy, Obenland & Reserve)

• Exterior Paint (Special Levy & Reserve)

Thank you
Community Special Levy
Al & Helen Obenland
USDA Rural Grant



Acute Days are Commonly Low
Average Daily Medicare Census Acute Beds
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Garfield County Memorial Hospital 0.13 0.48 0.29 0.36 0.45 0.58 0.61 0.4 0.27 0.36 0.31

Peer Group Median CAH 1.09 1.27 1.08 0.88 0.74

Washington Median CAH 3.7 4.38 4.36 4.2 4.14

U.S. Median CAH 2.19 2.75 3.1 3.38 4.03 4.39 4.43 4.44

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Average Daily Census Acute 
Beds measures the average 
number of acute care beds 
occupied per day. A high
value indicates high use of 
acute care beds. A low  value 
indicates low  use of acute care 
beds. Average Daily Census 
Acute Beds w ill be inf luenced 
by the number of acute care 
beds available.



Acute Medicare Payer Mix is High

Medicare Inpatient Payer Mix
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Garfield County Memorial Hospital 86.96 90.83 96.59 98.32 94.64 87.85 97.5 99.52 84.39 98.89 98.04

Peer Group Median CAH 87.61 88.22 88.34 85.46 87.57

Washington Median CAH 69.04 64.36 65.51 64.19 66.61

U.S. Median CAH 81.63 80.9 80 79.81 78.87 77.33 75.06 73.36

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Medicare Inpatient Payer Mix 
measures the percentage of total 
inpatient days that is provided to 
Medicare patients. A value 
greater than 50 percent indicates 
that the majority of inpatient days 
is for Medicare patients.
Very high values may indicate 
lack of  f inancial diversif ication 
due to high dependence on 
Medicare reimbursement.
A value less than 50 percent 
indicates that the majority of 
inpatient days is for Medicaid, 
privately insured, and other 
patients.



Swing Bed Use is Higher
Averge Daily Medicare Census Swing SNF Beds
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Garfield County Memorial Hospital 0.06 0.74 0.75 1.93 1.44 1.38 2.46 2.44 1.8 1.62 2.35

Peer Group Median CAH 0.93 1.23 1.31 1.14 0.92

Washington Median CAH 0.91 0.78 0.91 0.88 1.07

U.S. Median CAH 1.18 1.42 1.47 1.59 1.61 1.63 1.64 1.62

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Average Daily Census Sw ing-SNF
beds measures the average 
number of sw ing beds occupied 
per day. A high value indicates 
high use of sw ing-SNF beds. A 
low  value indicates low  use of 
sw ing-SNF beds. Average Daily
Census Sw ing-SNF Beds is in
uenced by the number of sw ing-
SNF beds available.



Outpatient Mix is Comparable to Peers
Medicare Outpatient Payer Mix
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Garfield County Memorial Hospital 35.76 46.07 47.6 32.46 48.84 46.59 46.04 52.19 43.25 42.7 43.58

Peer Group Median CAH 46.84 44.69 45.46 44.98 43.25

Washington Median CAH 36.96 34.81 34.95 33.77 32.56

U.S. Median CAH 39 39.6 37.03 40.5 40.23 38.65 37.16 36.07

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Medicare Outpatient Payer Mix 
measures the percentage of total 
outpatient charges that is for 
Medicare patients.
A value greater than 50 percent 
indicates that the majority of 
outpatient charges is for 
Medicare patients. Very high 
values may indicate lack of  
nancial diversi cation due to high 
dependence on Medicare 
reimbursement. A value less than 
50 percent indicates that the 
majority of outpatient charges is 
for Medicaid, privately insured, 
and other patients.



Control of Managed Care Contracts

Patient Deductions
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Garfield County Memorial Hospital 17.92 21.48 5.35 6.49 7.58 9.79 1.46 4.44 18.69 13.34 5.77

Peer Group Median CAH 18.33 15.57 17.17 17.16 15.07

Washington Median CAH 26.36 33.95 37.05 35.66 35.58

U.S. Median CAH 20.83 22.27 24.53 26.88 30.83 33.08 34.04 34.82

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Patient Deductions measures the 
allow ances and discounts per 
dollar of total patient revenue. A 
high value
indicates higher average 
discounts and/or allow ances. 
Higher values may result from 
higher volume of services
provided, higher rate structures, 
or higher penetration of 
managed care contracts. A low  
value indicates low er
average discounts and/or 
allow ances. Low er values may 
result from low er volume of 
services provided, low er rate
structures, or less penetration 
of managed care contracts.



Outpatient Growth National Trend

Outpatient Revenue to Total Revenue
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Garfield County Memorial Hospital 33.48 39.25 33.06 36.11 39.66 40.41 52.87 56.54 45.87 47.86 51.51

Peer Group Median CAH 44.47 44.78 50.27 52.13 52.8

Washington Median CAH 64.45 66.94 69.12 68.09 69.27

U.S. Median CAH 58.98 60.67 61.92 63.88 64.72 66.73 68 69.28

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Outpatient Revenues to Total 
Revenues measures the 
percentage of total revenues 
that is for outpatient services
(including, for example, Rural 
Health Clinics, free-standing 
clinics, and home health clinics). 
A value greater than 50 percent 
indicates that the majority of total 
patient revenues is for 
outpatient services. A value less 
than 50 percent indicates that 
the majority of total patient 
revenues is for inpatient 
services.



Margins are Thin – Last Year was 
Exceptional

Total Margin
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Garfield County Memorial Hospital 0.27 13.29 0.77 -0.63 -5.52 0.94 5.43 -1.74 -14.17 -13.51 15.07

Peer Group Median CAH -1.3 -0.73 0.31 -0.5 0.17

Washington Median CAH 0.6 3.97 2.87 3.25 2.89

U.S. Median CAH 1.34 3.14 2.29 1.9 2.66 3.59 3.66 2.4

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Total Margin measures the control 
of expenses relative to revenues. 
A positive value indicates total 
expenses are less than total 
revenues (a prof it). Very high 
positive values may indicate 
higher patient volumes, w hich 
drive dow n the cost per unit of 
service. A negative value ndicates 
total expenses are greater than 
total revenues (a loss). Very high 
negative values may indicate  
f inancial dif iculty.

Adjusted for one-time 
contributions & Uncompensated 

Care



Operating Margin Does Not Include 
Non-operating Income (levy, grants…)

Operating Margin
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Garfield County Memorial Hospital -13.92 -8.42 1.17 -3.63 -17.29 -23.26 17.44

Peer Group Median CAH -11.11 -7.96 -8.37 -6.03 -10.35

Washington Median CAH -4 -0.38 -2.39 -2.63 -1.2

U.S. Median CAH -0.74 0.2 1.43 1.59 0.67

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Operating Margin measures the 
control of operating expenses 
relative to operating revenue (net 
patient and other revenue). A 
positive value indicates operating 
expenses are less than operating 
revenue (an operating profit).
Very high positive values may 
indicate higher patient volumes, 
w hich drive dow n the cost per 
unit of service. A negative value 
indicates operating expenses are 
greater than operating revenues 
(an operating loss). Very high
negative values may indicate 
f inancial dif iculty

Adjusted for one-time 
contributions & 

Uncompensated Care



Cash on Hand Measures Financial 
Strength

Days Cash on Hand

0

20

40

60

80

100

120

140

Garfield County Memorial Hospital 29.28 90.96 111.84 130.62 132.5 54.26 85.46 17.25 9.88 10.88 54.77

Peer Group Median CAH 32.8 42.21 43.74 35.8 43.31

Washington Median CAH 56.29 56.88 56.58 41.88 56.12

U.S. Median CAH 35.83 45.23 46.62 48.71 53.42 55.36 58.85 61

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Days Cash on Hand measures 
the number of days an 
organization could operate if  no 
cash w as collected or
received. A low  value indicates 
only a few  days of cash on 
hand. Very low  values may 
indicate  nancial di culty.
A high value indicates many days 
of cash on hand. Very high 
values may indicate under-
investment in longer-term
assets that usually yield higher 
returns. Days Cash on Hand is 
calculated at f iscal year end, 
w hich does not reflect uneven 
cash f low s throughout the year.



AR Days are Now Exceptional

Days in Accounts Receivable
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Garfield County Memorial Hospital 105.7 74.01 49.21 30.36 42.31 86.36 69.42 119.33 80.66 42.16 48.91

Peer Group Median CAH 54.59 55.85 60.06 55.65 57.08

Washington Median CAH 56.53 56.02 61.4 53.99 51.73

U.S. Median CAH 62.18 61.24 60.74 58.11 57.4 58.56 58.91 57.7

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Net Days Revenue in Accounts 
Receivable measures the number 
of days that it takes an 
organization, on average,
to collect its receivables. A high 
value indicates many days to 
collect receivables. Very high 
values may indicate a need to 
review  collection policies and 
procedures. A low  value 
indicates only a few  days to 
collect receivables and may 
indicate a more efficient system 
for processing accounts 
receivable, higher Medicare and 
Medicaid payer mix, offering of 
long-term care services, or some 
combination.





We Remain Virtually Debt Free

Long-term Debt to Capitalization

0

5

10

15

20

25

30

35

40

45

Garfield County Memorial Hospital 3.11 0 0 0.83 0.05 0 0.3 0.01 0.02 0.0002 0.0001

Peer Group Median CAH 14.56 13.54 15.77 8.55 9.9

Washington Median CAH 28.48 36.21 34.26 40.39 37.25

U.S. Median CAH 19.79 20.31 21.83 21.54 22.47 24.35 26.34 26.84

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Long-Term Debt to 
Capitalization measures the 
percentage of total capital that 
is debt. A value greater than
50 percent indicates that a 
majority of capital is debt. Very 
high values may indicate 
exposure to  f inancial risk
because debt service is a  
f ixed charge. A value less than 
50 percent indicates that the 
majority of capital is equity.
Very low  values may indicate 
opportunities for debt  
f inancing.



Oldest Physical Plant in the State

Average Age of Plant
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Garfield County Memorial Hospital 18.72 22.78 18.42 20.5 20.65 23.29 27.71 22.92 30.64 30.24 27.56

Peer Group Median CAH 14.25 15.88 16.76 15.94 15.16

Washington Median CAH 11.57 11.6 10.25 10.09 10.66

U.S. Median CAH 12.26 11.66 11.43 11.28 10.94 10.61 10.33 10.39

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Average Age of Plant measures 
the average accounting age in 
years of the  xed assets of an 
organization. It may differ from 
the average chronological age 
because of depreciation 
practices. Higher values indicate 
greater amounts of older assets. 
Very high values may indicate a 
need for  f ixed asset 
replacement. Low er values 
indicate greater amounts of 
new er assets. Very low  values 
may indicate a new  building or 
recent replacement of  f ixed
assets.



Market Pressures

• Affordable Care Act 
– Mandated health insurance - double edged sword 
– Pressure from payers 
– Consumer driven health insurance 

• Federal Deficit 
– Cuts to Medicare 
– New Mandates 
– Health Information Technology Act 
– Punitive Actions 
– Pay for performance 

• State Budget Crisis 
– Impact on reimbursement 
– Fees, regulatory pressure, confiscation of Safety Net 

Assessment 



March 21, 1993

“…two-thirds 
of a doctor 
should be 

adequate…”



Market Trends

• Medical Home 
• Accountable Care Organizations 
• Affiliation / Mergers / Acquisitions 

– Stevens Healthcare (Edmonds) &  Swedish 
– Peninsula Hospitals (Port Townsend, Forks, Port 

Angeles) & Swedish 
– Valley Medical Center (Renton) & UW Medical Center 
– Southwest Washington Medical Center (Vancouver) & 

Peace Health 



Nursing Home Deficit is Growing

• Payer Mix 
• Reimbursement vs. cost 
• Growing deficit 
• Community demand and utilization 

The Deficit related to operating 20 of 
our 41 beds dedicated to skilled 
nursing care is growing.

12,000
Resident Days



Nursing Home Deficit is Growing

Skilled Nursing Facility
Medicaid Average Daily Rate Deficit
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Nursing Home Deficit is Growing

Skilled Nursing Facility
Estimated Annual Deficit
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Declining Utilization Adding to the 
Problem

Long Term Care Census
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Why are LTC Volumes Down?

• Very expensive care
• People are healthier longer
• Population decline in Garfield County
• Families arranging to deliver care at 

home
• Pressure by Medicaid to reduce the 

number of nursing home beds –
pushing people into community based 
settings such as boarding homes



April 18, 1974

“…voters 
overwhelmingly 
approved a bond 
issue to build and 
extended care 
unit…”

“…state senate 
amended the 
law…” to allow it



August 1999

“…Garfield County 
Memorial Hospital has 
the distinction of being 
the first Critical Access 
Hospital in the State of 
Washington…”

“…Clinic receives Rural 
Health Clinic 
Designation …”

First to Enhance
Swing Bed

Use



Our Current Plan of Attack

•Control Expenses 
•Shift Cost (appropriately) 
•Fill Beds 



Options – What’s the Alternative?

• Expand services 
– Imaging - CT, Ultra Sound 
– Rehabilitation - PT, OT, ST, Therapy Pool, 

Cardiac Rehab, Wound Care 

• Shrink 
– 25 Bed CAH 
– Urgent care and clinic (reimbursement issues) 

• Regular tax levy to subsidize LTC
• Place beds out of service…close



Signs of the Times



We Need to Figure Out the New 
Business Model

“We will always deliver care to our 
community…we just need to 
figure out what the new business 
model is.”

– Diane Cecchettini, President & CEO Multicare



Drawing on the Collective Wisdom of 
the Community

Wisdom: the knowledge and understanding of what 
is true or right coupled with the timing of the best 
action in a given situation.

• Knowledge: The Facts 
• Understanding: The ability to lift the meaning out of 

the facts 
• Wisdom: Knowing what to do next 

(We have to remember that just because something is true 
does not necessarily mean it is fair)



Planning is Not an Event

“The question is, What must we do today to 
achieve results?  Planning is not an event.  It 
is the continuous process of strengthening 
what works and abandoning what does not, 
of making risk-taking decisions with the 
greatest knowledge of their potential effect, 
of setting objectives, appraising performance 
and results through systematic feedback, and 
making ongoing adjustments as conditions 
change.

- Peter Drucker



Our Battle Plan

•Listen to the voice of the community
•Determine a course of action 
•Prepare contingencies 
•Establish triggers
•Communicate this plan to the community



Asking Good Questions

•What do we know about our community and how they use healthcare?
•What do we know about how our community? 
•What do we expect to change in the future and why do we expect this? 
•What are the most pressing issues of our time? 
•What are the issues that will have the most dire consequences if we fail to 
address them? 
•What are our greatest opportunities? What are our biggest threats? 
•What are our greatest strengths? What are our greatest weaknesses? 
•What would it take to be financially stable? 
•What would financial stability look like? 
•What is the most likely pathway to sustainability? 
•What do we have to change to attain sustainability? 
•What healthcare services do we really NEED in our community? What 
services do we want in addition to those we need? 
•What would happen to the local economy if GCHD were to reduce the 
number of LTC beds? What if the District were to close?



What You Can Do Next

•Focus Groups 
•Community Advisory Panel 
•Candidates for Commissioner 



Thank you

It’s Your  Hospital
It’s Your Future


