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Most hospitals in area doing OK
financially, but some are
struggling
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BY TAMMIE SMITH Richmond Times-Dispatch

Most Richmond-area hospitals are doing
OK financially, according to an annual
report from the data agency Virginia
Health Information that looks at the
finances and operations of hospitals
across the state.

7. KEVIN MORLEY/TIMES-DISPATCH Total margins ranged from negative 4

percent at HCA Virginia's John Randolph
Medical Center in Hopewell to 22 percent
reported at Bon Secours’ small Richmond
Community Hospital in the city’s
economically struggling East End.

Dr. Marsha Rappley (left) the new chief
executive officer of VCU Health System, tours
the medical center with John Duval, chief
executive officer, VCU Hospitals, VCU Health
System, as her guide. Aug. 28, 2015.

The report released this week looks at
data from fiscal year 2014. Some
hospitals report on a calendar year basis,
others from October to September, July
to June or September to August.

[=ENREEI Rt is a nonprofit

agency that has a state contract to collect
and report health data. Much of the
information in the report is available at

www.vhi.org.

The report is designed primarily to
provide businesses and large purchasers
of health care services a glimpse of the health of hospitals, with information on
measures of efficiency, bed occupancy rates, profit margins, Medicaid participation,
charity care, admissions, staffing and more.

"

“Hospitals and nursing homes use this when they negotiate rates with Medicaid and
others. (Health) plans use this when they negotiate,” said Michael Lundberg, VHI
executive director.

“The data sits in the middle. It doesn’t care who uses it.”

The Richmond area’s largest hospital based on admissions, not-for-profit VCU
Medical Center, reported a total margin of 15.2 percent and an operating margin of
12.1 percent, numbers similar to those in the previous year's report. In actual dollar
figures, the hospital reported $215.4 million in revenues and gains over expenses
and losses for the reporting period, and it had a net worth of approximately $1.37
billion.
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Operating margins measure revenues and expenses related to day-to-day
operations. Total margins also take into account how an entity does on investments
and other measures, Lundberg said. Not-for-profits return excess to the entity.
For-profits pay shareholders.

“In our case, margins are used to invest in medical infrastructure and to support the
academic mission of the health system,” said Pamela DiSalvo Lepley, VCU vice
president for university relations.

“These numbers are a snapshot of only the hospital components of the VCU Health
System and VCU Community Memorial Hospital (in South Hill) and do not represent
the collective financial performance of the entire VCU Health System,” Lepley said.

Bon Secours’ four hospitals in the Richmond area — Richmond Community, St.

Mary’s, Memorial Regional and St. Francis — all reported positive margins. The health

system'’s facilities also were providing the most bang for the buck, based on a
composite score that lumped together 10 measures of efficiency and productivity.
Included in the score, for instance, are capital costs and labor costs per admission
and bed occupancy rates.

A margin of about 4 percent is generally regarded as the minimum needed to
maintain good financial health.

For-profit HCA Virginia's only money loser in the region was John Randolph Medical
Center, which like the previous year, reported a negative profit margin. In dollars,
John Randolph lost about $3 million.

HCA’s CJW Medical Center (Chippenham and Johnston-Willis hospitals) and Henrico
Doctors’ hospitals (which include Retreat Doctors’ and Parham Doctors’) both had
profit margins of about 12 percent. For CJW, that was about $81 million in profits.
Henrico Doctors’ made about $59 million.

Statewide, 22 hospitals reported negative margins, which is worrisome, according to
the Virginia Hospital and Healthcare Association.

“While some hospitals are profitable and others are not, what should be concerning
to all Virginians is the fact that a significant number of hospitals have dealt with
negative operating margins for several years,” said association spokesman Julian
Walker.

“On the low end, 25 percent of Virginia acute care hospitals have operated in the red
during the period spanning 2008-2014. That figure has climbed as high as 38 percent
of hospitals. Among rural hospitals, the lowest number in that stretch is 42 percent;
the high is 63 percent.

“It is also important to remember that some health systems in recent years have
acquired struggling rural hospitals and are supporting them as part of a system with
profitable hospitals,” Walker said. “Without that support, some of those rural
providers might be struggling to survive.”

TLSmith@timesdispatch.com
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