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Memorandum 
 

To: Wynee Hawk, Chief, CON, MHCC 

 Jeanne Marie Gawel, Program Manager, CON, MHCC 

 

From: Katie Wunderlich, Executive Director, HSCRC 

 Jerry Schmith, Director, Revenue & Regulation Compliance, HSCRC 

 Bob Gallion, Associate Director III, Revenue & Regulation Compliance, HSCRC 

 

Date: July 19, 2022 

 

Re: Laurel Freestanding Medical Facility – Project Change 

 Request for Comments on Application for Post Approval Project Change 
 

 

This memo is in response to your request dated May 10, 2022, regarding an 

Amended Request for Post-Approval Project Change in the matter of the 

conversion of University of Maryland Laurel Regional Hospital to a Free-

Standing Medical Facility.  The review and analysis of this request were delayed 

due to incomplete applicant information, which was not made fully complete and 

received in total by the HSCRC staff until July 15, 2022. 

 

BACKGROUND 

 

As stated in the above noted request, on September 20, 2018, the Maryland 

Health Care Commission (MHCC) granted an exemption from Certificate of 

Need (CON) authorizing University of Maryland Capital Region Health 

(UMCRH) to convert University of Maryland Laurel Regional Hospital 

(UMLRH) to a freestanding medical facility (FMF) operating as The University 

of Maryland Laurel Medical Center (UMLMC).  On April 21, 2022, UMCRH 

filed an Amended Request for Post-Approval Project Change (Amended 

Request) to the CON exemption that was first issued September 20, 2018.  

MHCC has requested HSCRC’s staff to comment on the following statement on 

page 7 of the Project Change: "The presentations of projected revenue in Tables 

H and K reflect the approved GBR for UMCRH in total and UMLMC 

specifically.  The GBR is projected to increase with the HSCRC annual update 

factors, shared savings, demographic adjustments, and other adjustments 

consistent with the HSCRC payment policies.”  Additionally, MHCC has 

requested HSCRC to review and comment on any other aspects of this 

application pertinent to this Amended Request. 
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THE PROJECT 

 

As stated in the above noted letter, this project was of two phases.  The FMF was originally to be located 

in the hospital building (Phase 1), and then moved to a new building on the southwestern side of the campus 

(Phase 2).  When the new building was complete, the existing hospital building was to be repurposed or 

demolished.  The FMF was approved for a host of outpatient services including, emergency, observation, 

diagnostic, imaging, outpatient surgery, behavioral health, primary care, and wound care.  Phase 1 was 

completed in January 2019; Phase 2 remains under construction.  The approved Phase 2 building was to 

have two floors totaling 75,855 square feet (S.F.).  The total approved cost of the project was $53.1 million. 

 

UMCRH now requests that the MHCC approve an $18,152,814 increase (35%) in the project, bringing the 

total capital cost estimate from $52,222,000 to $70,500,669.  UMCRH is also requesting to make changes 

to the physical plant design of the Phase 2 building by increasing the square footage by 7,888 S.F. in order 

to house a community room, more outpatient services (Wound Care Center), more physician specialty 

clinic space, and shell space for additional clinics in future expansions. 

 

In addition, UMCRH states that although the new FMF building is expected to bolster utilization of 

the emergency department as an emergency department with ancillary services , the new FMF is 

projected to have operational losses that will be absorbed through the profits of UMCRH in order 

for the FMF to be cost-effective. UMCRH included Table H showing it is projected (through 2027) 

to have a positive operating income after adding back in depreciation (a non-cash expenditure). 

 

HSCRC STAFF REVIEW, DISCUSSION, AND OPINION 

 

HSCRC Staff (Staff) reviewed the Amended Request for Post-Approval Project Change.  The Amended 

Request included Table E Project Budget, which reflected the as-approved budget for the hospital building 

of $53.1M and the as-amended budget of $71.58M for an increase of $18.48M or 34.8%.  The as-approved 

budget for an interim location was dropped from the Amended Request.  The increased budget was due to 

the increase in size of the proposed facility ($2.4M), inflated construction cost ($5.2M), site preparation 

and professional fees ($3.7M), moveable equipment ($5.2M), interest during construction ($3.3M), and a 

reduction in the inflation allowance (-$1.3M).  The Amended Request also included Exhibit 3, a review of 

the physical plant design.  The as-approved project was to consist of two (2) stories with 75,855 S.F., the 

as-amended project will remain two (2) stories but with 83,743 S.F., an increase of 7,888 S.F. or 10.4%.  

The project is expected to be completed and operational by January 1, 2023. 

 

Staff also reviewed Tables I, J, K, and L included in the Amended Request, which are presented as being 

reflective of UMLMC.  Table I Statistical Projections shows that total outpatient visits (OPVs) are 

projected to grow from 17,988 visits in 2021, to 21,324 visits in 2023 (first year of new operations), and to 

further grow to 23,227 visits in 2027 (two years after reaching full occupancy).  Note that volumes 

reported to HSCRC for 2019 (pre-pandemic) were 27,307 visits (that is emergency plus same day surgery 

plus clinic), 23,103 visits in 2020, 18,038 visits in 2021, and 20,166 visits in 2022 (that is annualized 

FYTD May).  The computed compounded average annual growth rate on projected OPVs between 2022 

and 2027 is 2.4%, which Staff judges to be a reasonable assumption. 
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Table L Workforce reflects FTEs for UMLMC: 2023 is projected to be 169.6 FTEs, and 2027 is projected 

to be 172.6 FTEs.  The annual report filed with HSCRC for 2021 reflects 173.1 FTEs.  These projections 

appear to be reasonable relative to recent reporting. 

 

Table J  P&L  Uninflated reflects projected negative operating margins for UMLMC averaging -$4.5M or 

-14.3% of net operating revenues.  This is reported to be inclusive of allocating 10% of UMCRH’s 

projected operating expense performance improvements that are posted to Contractual Services – this 

would equate to approximately $1M per year in 2024 through 2027, or an average savings of $0.8M per 

year over the five years projected. 

 

Table K P&L Inflated for UMLMC reflects projected negative operating margins averaging -$4.3M over 

the five years projected, or -12.7% of net operating revenues.  Again, this is presented net of planned 

performance improvements.  Cash basis operating margin is projected to be negative, averaging -$1.5M 

over the five years projected, or -4.5% of net operating revenues.  The UMLMC is projected to lose $7.7M 

in cash over the five years projected.  Staff compared the top line revenue projections included in Table K 

with in-house staff prepared projections based upon research of the UMLMC rate file and HSCRC policy 

methodologies.  The initially prepared Table K revenue projections average $41.65M per year.  On July 

15th, Staff received a revised Table K, coupled with revised assumptions from representatives of UMCRH, 

which reflected an average top line patient service revenue of $41.867M per year over the five years 

projected.  Staff is satisfied that the revised Table K (attached) is consistent with HSCRC policies.  The 

revised  operating margin is projected to be an average loss of -$4.17M, and an average cash basis 

operating margin of -$1.372M.  Given that operating expenses may be understated by an average of $0.8M 

per year (counting performance improvements before they have been realized), the bottom-line operating 

margin for the UMLMC may be close (within $0.8M per year) to being projected fairly.  The revised Table 

K projects that in 2027, four and a half years after its planned opening, and two years after reaching full 

occupancy, UMLMC will lose $3.3M on its operation, with a cash burn of $0.2M. 

 

Staff also reviewed the Tables F, G, and H included in the Amended Request, which are presented as 

being reflective of UMCRH.  UMCRH is inclusive of UMCRMC, UMLMC, UM ED at Bowie, and 

UMCRH Medical Group.  Table F Statistical Projections reflects Inpatient days (IPDs) projected to grow 

from 55,505 IPDs in 2021 to 57,133 IPDs in 2023 (first year of new operations) and to further grow to 

64,304 IPDs in 2027 (two years after reaching full occupancy).  Staff compared the IPDs on Table F to 

prior period annual filings and found the reported IPDs within 1.4% of that filed.  The computed 

compounded average growth rate for IPDs between 2022 and 2027 is 1.5%.  Staff judges this assumption 

to be reasonable.  Also, Table F reflects Outpatient Visits (OPVs) projected to grow from 77,500 visits in 

2021, to 90,583 visits in 2023, and to further grow to 98,050 visits in 2027.  The OPVs reported in annual 

filings to HSCRC for UMCRH (inclusive of IP ED visits at UMCRMC) is 98,353 visits for 2020, 77,909 

visits for 2021, and 82.650 visits for 2022 (note 2022 is annualized FYTD May).  The first-year 

projection for 2023 of 90,583 visits represents an increase of 9.6% over the prior year actual.  The 

computed compound average annual growth rate for OPVs between 2022 actual and 2027 projected is 

3.5%, which staff judges to be an optimistic but reasonable assumption to return to pre-pandemic 

volumes. 
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Table G P&L Uninflated for UMCRH reflects projected negative operating margin of an average -$8.5M 

per year over the five years projected, or -2.2% of net operating revenues.  Again, this is presented net of 

planned performance improvements, which are posted to Contractual Services on the P&L.  As per the 

reported assumptions for the Table G, performance improvements totaling $40.2M are planned for the 

four years ending 2027 (or an average of $8M per year over the 5-year projection), with 2024 having the 

greatest savings of $18.2M, and 2027 having the least savings of $4.5M.  Ten percent of the savings are 

presented as attributed to UMLMC.  According to Table 3 of the responses dated June 29, 2022, 

performance improvements are composed of $8.5M in denials improvements, $6M in agency staffing 

improvements, $5M in market share revenues adjustments, $3M in CRH Medical Group performance 

improvements, $2M in productivity improvements, $1M in School of Medicine contract improvements, 

and $0.8M in Reduction in Force, to subtotal to $26.3M in targeted improvements, with an additional 

$13.9M in as yet undefined actions to total $40.2M.  Staff is concerned that performance improvements 

of this magnitude are netted in this presentation given the newness of various facilities and operations:  

UMCRMC, the Cancer Center, and UMLMC are new.  It may be an aggressive assumption that $40.2M 

can be saved over the projected five-year term - counting savings before realized. 

 

Table H P&L Inflated for UMCRH reflects projected negative operating margins averaging -$2.4M over 

the five years projected, or -0.6% of net operating revenues.  Again, this is presented as net of planned 

operating performance improvements.  Cash basis operating margin is presented as positive, averaging 

$38.3M over the five years projected.  Given planned performance improvements total $40.2M of which 

$13.9M is yet undefined, Staff is concerned that there is the potential that both operating margins and 

cash flow operating margins may be overly optimistic or even materially overstated.  Staff compared the 

top line revenue projections included in Table H with in-house staff prepared projections based upon 

research of the UMCRH related rate files and HSCRC policy methodologies.  The initially prepared Table 

H revenue projections average $518.2M per year.  On July 15th, Staff received a revised Table H coupled 

with revised assumptions from representatives of UMCRH, which reflected average top line patient 

service revenues of $518.37M over the 5 years projected, which is the result of rolling up the UMLMC 

changes reflected on the revised Table K.  Staff is satisfied that the revised Table H (attached) is 

consistent with HSCRC policies.  The as-revised operating margin is projected to be an average loss of -

$2.2M per year over the five years projected.  The cash basis margin is projected to be an average of 

$39M.  Given that operating expenses may be understated by an average of $8M per year (counting 

performance improvements before they have been realized), the bottom-line operating margin for the 

UMCRH P&L projections as reflected in Table H may be overstated by $8M on average over the 5-year 

projection.  Therefore, the annual cash basis margin projected in Table H may also be $8M overstated 

over each of the five years projected.  The revised Table H projects that in 2027 UMCRH will earn $9.7M 

on its combined operations and create $48M in cash. 

 

In conclusion and in response to your specific request that Staff comment on the statement made on page 

7 of the Project Change, Staff believes that projected top line revenues for UMCRH over the five years 

projected ending with 2027 are fairly stated as presented in the revised Table H, and that top line revenues 

for UMLMC over the five years projected ending with 2027 are fairly stated as presented in revised Table 

K.  Staff notes, however, the caution detailed above, that the performance improvement plan presented by 

the applicant may be optimistic or overstated, thereby places additional financial strain on low or negative 

projected operating margins.  



Revised Table H received July 15, 2022

Current Year

Indicate CY or FY FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027

 a. Inpatient Services 260,237$          269,370$          285,848$          286,931$   293,652$  300,536$  307,586$  314,806$  

 b. Outpatient Services 158,363            159,657            193,208            203,686     211,132    218,721    224,456    230,341    

 Gross Patient Service Revenues 418,600           429,026           479,056           490,617    504,784    519,257    532,042    545,147    

 c. Deductions 84,868              109,784            117,829            117,290     120,662    124,112    127,252    130,474    

 Net Patient Services Revenue 333,732           319,242           361,226           373,327    384,122    395,145    404,789    414,673    

 d. Grants 16,326              15,000              10,000              10,000       10,000      10,000      10,000      10,000      

 e. Other Operating Revenue 28,694              52,658              10,396              10,658       10,871      11,089      11,311      11,537      

 NET OPERATING REVENUE 378,752           386,900           381,622           393,985    404,993    416,234    426,100    436,210    

 a. Salaries & Wages (including benefits) 206,801            212,444            195,540            197,254     202,345    207,596    213,013    218,602    

 b. Contractual Services 81,678              96,489              78,221              78,864       60,450      52,654      52,519      52,305      

 c. Interest on Current Debt 519                   1,288                6,569                6,424         10,469      9,176        9,013        8,835        

 d. Interest on Project Debt -                   -                   -                    1,248         2,446        2,395        2,341        2,285        

 e. Current Depreciation and Ammortization 15,826              16,546              33,185              36,418       39,023      41,228      38,254      34,661      

 f. Project Depreciation and Ammortization -                   -                   -                    1,432         2,863        2,863        2,863        2,863        

 g. Supplies - Drugs & Pharmeceuticals 10,231              7,342                8,931                9,355         9,820        10,310      10,827      11,372      

 h. Supplies - Medical & Non-Medical 34,195              34,452              26,168              27,173       28,259      29,394      30,579      31,819      

 i. Professional Fees 36,292              41,038              42,742              44,379       46,214      48,134      50,145      52,250      

 j. Insurance and Other 11,310              7,568                10,996              10,944       10,884      11,102      11,325      11,551      

 TOTAL OPERATING EXPENSES 396,852            417,167            402,352            413,490     412,773    414,853    420,878    426,543    

 a. Income From Operation (18,100)            (30,267)            (20,730)             (19,505)     (7,779)       1,381        5,222        9,666        

 b.  Non-Operating Income 4,262                1,360                3,387                2,998         3,133        3,261        3,424        3,623        

 SUBTOTAL (13,838)            (28,907)            (17,343)            (16,507)     (4,646)      4,642        8,646        13,289      

 c. Income Taxes 

 NET INCOME (LOSS) (13,838)$          (28,907)$          (17,343)$          (16,507)$   (4,646)$    4,642$      8,646$      13,289$    

 a.  Add Back Depreciation 15,826$            16,546$            33,185$            36,418$     39,023$    41,228$    38,254$    34,661$    

 CASH FLOW FROM OPERATIONS 1,988$             (12,361)$          15,842$           19,911$    34,377$    45,870$    46,900$    47,950$    

    1) Medicare 34.0% 34.0% 34.0% 34.0% 34.0% 34.0% 34.0% 34.0%

    2) Medicaid 26.3% 27.4% 27.4% 27.4% 27.4% 27.4% 27.4% 27.4%

    3) Blue Cross 9.1% 10.2% 10.2% 10.2% 10.2% 10.2% 10.2% 10.2%

    4) Commercial Insurance 2.3% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%

    5) Self-pay 9.1% 6.3% 6.3% 6.3% 6.3% 6.3% 6.3% 6.3%

    6) Other 19.1% 19.6% 19.6% 19.6% 19.6% 19.6% 19.6% 19.6%

TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

    1) Medicare 41.4% 38.9% 38.9% 38.9% 38.9% 38.9% 38.9% 38.9%

    2) Medicaid 28.5% 27.9% 27.9% 27.9% 27.9% 27.9% 27.9% 27.9%

    3) Blue Cross 7.0% 8.4% 8.4% 8.4% 8.4% 8.4% 8.4% 8.4%

    4) Commercial Insurance 1.4% 1.9% 1.9% 1.9% 1.9% 1.9% 1.9% 1.9%

    5) Self-pay 6.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%

    6) Other 15.3% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5% 17.5%

TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

 3. INCOME 

4. PATIENT MIX

a. Percent of Total Revenue

b. Percent of Equivalent Inpatient Days

TABLE H. REVENUES & EXPENSES, INFLATED - UM Capital Region Health

INSTRUCTION : Complete this table for the entire facility, including the proposed project. Table H should reflect inflation. Projected revenues and expenses should 

be consistent with the projections in Table F. Indicate on the table if the reporting period is Calendar Year (CY) or Fiscal Year (FY). In an attachment to the 

application, provide an explanation or basis for the projections and specify all assumptions used. Applicants must explain why the assumptions are reasonable. 

Two Most Recent Years

Projected Years (ending at least two years after project 

completion and full occupancy) Add columns if needed in 

order to document that the hospital will generate excess 

revenues over total expenses consistent with the Financial 

1. REVENUE

2. EXPENSES



Revised Table H assumptions received July 15, 2022

Volumes ― See Table F of the application for volume projections

Patient Revenue

● FY2023 Adjustments to Permanent Revenue

○ Inflation ― 2.53%

○ Shared Savings ― -0.25% included in financial projection for UM CRMC

○ Demographic Adjustment ― 0.02%

○ Other Rates ― -1.92%

― Total 0.38%

○ UM LMC expects to charge up to its approved GBR in FY2023 which includes $4.6M not charged in FY2022

● FY2024+ Adjustments to Permanent Revenue

○ Inflation ― 2.58%

○ Shared Savings ― -0.26%

○ Demographic Adjustment ― 0.02%

― Total 2.34%

● Revenue Deductions ―   23.9% of gross revenue per year

Other Revenue

● Grants

○ State ― $10M in annual support from FY2022 - FY2027

● Other Operating Revenue ― 2% annual growth

Expenses

● Inflation

○ Salaries & Benefits ― 2.0%

○ Professional Fees ― 3.0%

○ Supplies - Drugs ― 4.0%

○ Supplies - Medical & Other ― 3.0%

○ Purchased Services ― 2.0%

○ Insurance & Other ― 2.0%

Operating Expenses

● Expense variability with

volume changes

○ Salaries & Benefits ― 20%

○ Professional Fees ― 50%

○ Supplies - Drugs ― 30%

○ Supplies - Medical & Other ― 20%

○ Purchased Services ― 0%

○ Insurance & Other ― 0%

Operating Expenses

● Interest Expense

○ Existing Debt ― UM CRH has existing debt of $275.9M in FY2022 that is amortized

○ Project Debt ― In mid-FY2023, the new Laurel FMF will open and interest

expense on $55.5M of tax-exempt debt associated with

these facilities will be recorded at an interest rate of 4.5%

● Depreciation and Amortization

○ Existing Depreciation ― Reflects the depreciation of existing assets with useful lives

 ranging from 5 to 30 years

○ Project Depreciation ― Reflects a half-year of depreciation in FY2023 associated 

with the opening of the Laurel FMF, with a project budget of

$71.6M and a useful life of 25 years

● Performance Improvements

○ FY2023 ― $0

○ FY2024 ― $18.2M

○ FY2025 ― $28.9M

○ FY2026 ― $35.7M

○ FY2027 ― $40.2M

○ Identified Improvements by ― $10M - Denials improvement

FY2027 ― $5M - Reduction in force

― $3M - Medical Group improvement

― $6M - Agency improvement

― $2M - Productivity

― $5M - Market share revenue adjustments

― $1M - School of Medicine contract improvement

― $8.2M - Undefined Actions

Table H – Key Financial Projection Assumptions for UM Capital Region Health (Includes HSCRC Annual Update 

Factors & Expense Inflation)

Projection is based on the Capital Region Health (CRH) FY2022 budgeted financial performance with assumptions identified 

below

Projection period reflects FY2023 – FY2027



Revised Table K received July 15, 2022

Current Year

Indicate CY or FY FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027

 a. Inpatient Services -$                       -$                       -$                       -$             -$             -$           -$           -$           

 b. Outpatient Services 31,273               26,275               34,512               39,746     40,780     41,840   42,928   44,044   

 Gross Patient Service Revenues 31,273              26,275              34,512              39,746    40,780    41,840   42,928   44,044   

 c. Deductions 8,214                 4,274                 10,341               7,949       8,156       8,368     8,586     8,809     

 Net Patient Services Revenue 23,059              22,001              24,170              31,797    32,624    33,472   34,342   35,235   

 d. Grants -                     -                     -                     1,000       1,000       1,000     1,000     1,000     

 e. Other Operating Revenues 451                    (45)                     53                      54            55            56          58          59          

 NET OPERATING REVENUE 23,510              21,956              24,224              32,851    33,679    34,528   35,400   36,294   

 a. Salaries & Wages (including benefits) 16,387               13,371               12,679               10,064     10,335     10,614   10,901   11,196   

 b. Contractual Services 15,123               12,417               12,811               12,126     10,349     9,271     8,836     8,643     

 c. Interest on Current Debt 1                        -                     -                     -           -           -         -         -         

 d. Interest on Project Debt -                     -                     -                     1,248       2,446       2,395     2,341     2,285     

 e. Current Depreciation and Ammortization 2,926                 2,601                 17                      -           -           -         -         -         

 f. Project Depreciation and Ammortization -                     -                     -                     1,432       2,863       2,863     2,863     2,863     

 g. Supplies - Drugs & Pharmeceuticals 765                    230                    675                    720          761          804        850        899        

 h. Supplies - Medical & Non-Medical 3,868                 2,432                 3,050                 3,231       3,390       3,557     3,733     3,917     

 i. Professional Fees 3,113                 2,834                 5,755                 6,026       6,274       6,534     6,804     7,087     

 j. Insurance and Other Expenses 1,217                 2,248                 2,947                 2,734       2,511       2,561     2,613     2,665     

 TOTAL OPERATING EXPENSES 43,400              36,133              37,934              37,580    38,930    38,599   38,940   39,555   

 a. Income From Operation (19,890)             (14,177)             (13,710)             (4,729)     (5,251)     (4,071)    (3,540)    (3,261)    

 b.  Non-Operating Income 147                    (61)                     221                    221          221          221        221        221        

 SUBTOTAL (19,743)             (14,238)             (13,489)             (4,508)     (5,029)     (3,850)    (3,319)    (3,040)    

 c. Income Taxes 

 NET INCOME (LOSS) (19,743)             (14,238)             (13,489)             (4,508)     (5,029)     (3,850)    (3,319)    (3,040)    

 a.  Add Back Depreciation 2,926                 2,601                 17                      1,432       2,863       2,863     2,863     2,863     

 CASH FLOW FROM OPERATIONS (16,817)$           (11,637)$           (13,472)$           (3,076)$   (2,166)$   (987)$     (456)$     (177)$     

    1) Medicare 21.0% 23.6% 23.6% 23.6% 23.6% 23.6% 23.6% 23.6%

    2) Medicaid 26.1% 29.5% 29.5% 29.5% 29.5% 29.5% 29.5% 29.5%

    3) Blue Cross 15.3% 15.2% 15.2% 15.2% 15.2% 15.2% 15.2% 15.2%

    4) Commercial Insurance 4.3% 3.3% 3.3% 3.3% 3.3% 3.3% 3.3% 3.3%

    5) Self-pay 13.2% 7.8% 7.8% 7.8% 7.8% 7.8% 7.8% 7.8%

    6) Other 20.1% 20.6% 20.6% 20.6% 20.6% 20.6% 20.6% 20.6%

TOTAL 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

    1) Medicare 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

    2) Medicaid 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

    3) Blue Cross 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

    4) Commercial Insurance 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

    5) Self-pay 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

    6) Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

 3. INCOME 

4. PATIENT MIX

a. Percent of Total Revenue

b. Percent of Equivalent Inpatient Days

TABLE K. REVENUES & EXPENSES, INFLATED - UM Laurel Medical Center

INSTRUCTION : After consulting with Commission Staff, complete this table for the new facility or service (the proposed project). Table K should reflect inflation. 

Projected revenues and expenses should be consistent with the projections in Table I. Indicate on the table if the reporting period is Calendar Year (CY) or Fiscal 

Year (FY). In an attachment to the application, provide an explanation or basis for the projections and specify all assumptions used. Applicants must explain why 

the assumptions are reasonable.

Two Most Recent Years

Projected Years (ending at least two years after 

project completion and full occupancy) Add years, 

if needed in order to document that the hospital will 

generate excess revenues over total expenses 

consistent with the Financial Feasibility standard.  

1. REVENUE

2. EXPENSES



Revised Table K assumptions received July 15, 2022

Volumes ― See Table I of the application for volume projections

Patient Revenue

● FY2023 Adjustments to Permanent Revenue

○ Inflation ― 3.76%

○ Demographic Adjustment ― 0.01%

○ Market Shift ― -3.50%

○ Change in Markup ― 1.18%

― Total 1.45%

○ UM LMC expects to charge up to its approved GBR in FY2023 which includes $4.6M not charged in FY2022

● FY2024+ Adjustments to Permanent Revenue

○ Inflation ― 2.58%

○ Demographic Adjustment ― 0.02%

― Total 2.60%

● Revenue Deductions ―   20% of gross revenue per year

Other Revenue

● Grants

○ State ―   $1M state grant each year

● Other Operating Revenue ―   2% annual growth

Expenses

● Inflation

○ Salaries & Benefits ― 2.25%

○ Professional Fees ― 3.0%

○ Supplies - Drugs ― 4.0%

○ Supplies - Medical & Other ― 3.0%

○ Purchased Services ― 2.0%

○ Insurance & Other ― 2.0%

Operating Expenses

● Expense variability with

volume changes

○ Salaries & Benefits ― 20%

○ Professional Fees ― 50%

○ Supplies - Drugs ― 75%

○ Supplies - Medical & Other ― 75%

○ Purchased Services ― 0%

○ Insurance & Other ― 50%

Operating Expenses

● Interest Expense

○ Existing Debt ― Laurel has little existing debt and related interest expense

○ Project Debt ― In mid-FY2023, the new Laurel FMF will open and interest

expense on $55.5M of tax-exempt debt associated with

these facilities will be recorded at an interest rate of 4.5%

● Depreciation and Amortization ― Reflects a half-year of depreciation in FY2023 associated 

with the opening of the Laurel FMF, with a project budget of

$71.6M and a useful life of 25 years

● Performance Improvements ― 10% of UM CRH annual performance improvements are

 allocated to Laurel FMF

Table K – Key Financial Projection Assumptions for UM Laurel Medical Center (Includes HSCRC Annual Update 

Factors & Expense Inflation)

Projection is based on the UM Laurel Medical Center FY2023 budgeted revenues and FY2022 budgeted expenses with 

assumptions identified below

Projection period reflects FY2023 – FY2027


