
A  M a jor M il esto n e
A n u p d a t e  o n Hill C o untry M e m ori a l



O v e rv i e w

Hill C o untry M e m ori a l to b e c o m e p a rt o f M e th o d ist H e a lth c a re  

Sa n A nto n io

• D e e p e n e d c a re  o ff e rin gs

• Exp a n d e d a c c essi b ility

• C o ntinu e d lo c a l c a re  f or th e  Hill C o untry C o m m un ity
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Why?

TRANSITION TO 
OUTPATIENT

C a re  is m o v in g fro m in p a ti e nt to 

o utp a ti e nt w ith sig n ifi c a nt 

fin a n c i a l r a m ifi c a tio ns
POSITION OF STRENGTH

Stro n g b a l a n c e  sh e e t, q u a lity o f c a re  a n d 

p e rf orm a n c e  tr a c k r e c ord m a k e  H C M a ttr a c tiv e

INCREASING C OMPETITION 
In c re a s e d c o m p e titio n fro m existin g 

c o m p e titors a n d n e w e ntr a nts 

INCREASED 
DEPENDENCE ON CMS 

N e a rly 70% o f H C M ’s p a ti e nts a re  M e d i c a re  

or M e d i c a i d . Re im b urs e m e nts re m a in 

un c e rt a in a n d re g u l a tio n c o ntinu es to 

in c re a s e .

WORKFORCE

D iffi c u lt to re c ru it a n d re t a in 

a  q u a lifi e d w orkf orc e .

DRAMATIC CUTS TO 
SUPPLEMENTAL 
PAYMENTS

D e p e n d e n c e  o n p ro gr a ms lik e  

1115 W a iv e r wh i c h a re  

d r a sti c a lly c h a n g in g or g o in g 

a w a y
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EXPENSE GROWTH
Exp e ns es a re  h ig h e r a c ross 

th e  b o a rd th a n p re-

p a n d e m i c  l e v e ls



HCM Medicare Margin1

1. Tr a d iti on a l M e d i c a re  M a rg in Re p ort fro m T e x a s Hosp it a l Asso c i a ti o n 
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t • M e d i c a re  m a rg in d e c lin e  c o ntinu es a s 

w orkforc e  a n d su p p ly c h a in c osts in c re a se .

• C o ntinu e d sh ift fro m tr a d itio n a l M e d i c a re  

to M e d i c a re  A d v a nt a g e  e ro d es o ur 

m a rg in .

• Ev e ry ti m e a  M e d i c a re  p a ti e nts sh ifts fro m 

in p a ti e nt to o utp a ti e nt, o ur in c re m e nt a l 

re i m b urse m e nt is re d u c e d 

• N e a rly 70% o f H C M p a ti e nts a re  M e d i c a re . 

In th e  l a st d e c a d e , th e  stro n g est m a rg in w e  

h a d o n M e d i c a re  p a ti e nts w a s -5% in 2010.

• M e d i c a re  D e p e n d e nt Hosp it a l p a ym e nts 

se t to exp ire  in FY 2023 n e g a tiv e ly 

i m p a c tin g m a rg in furth e r.
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1115 W a iv e r Pro gr a ms C o ntinu e  to C h a n g e
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1%
A

sh ift…

…in c re a s e  in exp e ns es re p res e nts a

d e c re a s e  in n e t H C M re v e nu e  

$1 m illio n
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Risin g Exp e nses, Sh ifts in Re im b urse m e nts, 
a n d  In c r e a se d C o m p l exity o f C ost Stru c tur es 
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N e a rly h a lf o f H C M ’s se rv i c e  lin es h a v e  
n o c o ntrib utio n m a rg in

9 Service Lines
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Indicators of Time to Take Action

Early warning Just in time Latent Signs

 Loss o f m a rk e t sh a re

 In a b ility to se c ure  pri c e  

in c re a ses

 In c re a se d d iffi c u lty to 

re c ru it in d e p e n d e nt 

p hysi c i a ns

 C o m p e titor o p e ns 

o utp a ti e nt c e nt e r in 

yo ur lo c a lity

 Q u a lity m e tri cs d e c lin e

 Ra tin gs d o wn gr a d e

 2n d y e a r N O I d e c lin e

 Loss o f sh a re  in a  “ b i g 

fo ur” se rv i c e : n e uro , 

orth o , c a rd io & c a n c e r

 V o lu m e d e c lin e  in ED , 

o utp a ti e nt v isits, surg e ry

 Re li a n c e  o n inv estm e nts 

to bre a k e v e n

 Bre a c h o f b o n d c o v e n a nt 

 Th ird y e a r o f N O I d e c lin e

 Loss o f k e y p hysi c i a ns or 

gro u p

 La st o th e r in d e p e n d e nt 

se lls

 In a b ility to a c c ess c a p it a l
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H e a lth c a re ’s Pe rf e c t 

Storm

SUPPLEMENTAL PAYMENT 
UNCERTAINTY CHANGING 

DEMO GRAPHICS

WEAK PROFITIBILITY IN 
C ORE BUSINESS

HIGH MEDICARE PAYOR 
MIX

INCREASED C OMPETITION

TALENT RECRUITMENT & 
RETENTION



Hill C o untry To d a y
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2012 2019 2020 2021 2022

Revenue $70,646 $111,213 $102,529 $111,626 $108,144

EBIDA $5,330 $12,889 $3,150 $5.219 -$5,466

Net Operating 
Income

$622 $7,201 -$2,161 -$8 -$10,679

ADC 26.5 22.7 20.7 20.3 13.0





H C M ’s Re m a rk a b l e  Jo urn e y
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A Th o u g htfu l Pro c e ss

Annual 
Strategic 
Analysis

Task Force 
Formation 

Extensive 
Evaluation 
of Options 

and Partners

Unanimous 
Board 

Support
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T a sk Forc e  O b j e c tiv e s

C apital Commitments |  Commitment to expand, remodel, replace facilities, equipment, etc. 3

Commitment to Longevity in the Fredericksburg Community1

Expansion or Addition of Clinical Services  2

Quality, Education, and Employees |  Preservation of  workforce and staff professional development4

Governance |  Local board representation5

Partner Qualifications |  Good track record of past acquisitions, high quality, strong financials6
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In d e p e n d e n c e

• C o ntinu in g in o ur c urr e nt st a t e  w a s p ossi b l e  b ut w a s n o t sust a in a b l e  to 

c o ntinu e  n e e d e d gro wth

• Fun d r a isin g or a lt e rn a t e  r e v e nu e  g e n e r a tio n – e v e n if gro w n 

su bst a nti a lly – w o u l d n ot k e e p p a c e  

• $16 m illio n fun d in g g a p n e e d e d to m a int a in st a tus q u o

• A v e r a g e  A nnu a l D o n a tio ns fro m In d iv i d u a ls: $3.46 m illio n*

• Hig h susc e p ti b ility to c o m p e titor e n c ro a c h m e nt a n d  unfor e s e e n 

r e g u l a tory c h a n g e s. 
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*In d iv i d u a l a v e r a g e  in c lu d es est a t e  g ifts





T a xin g / G o v e rn m e nt a l Entity

• T a x c h a n g e s w o u l d p l a c e  a d d itio n a l b urd e n o n c o m m un ity m e m b e rs 

• A T a xin g D istri c t w o u l d n ot e n a b l e  q u a lity gro wth to m a t c h th e  

c h a n g in g n e e ds o f th e  c o m m un ity

• H C M s e rv e s a  m u lti-c o unty s e rv i c e  a r e a . A  lo c a l t a xin g h e a lth d istri c t 

w o u l d shrink H C M ’s fo otp rint
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M e rg e r/ A c q u isitio n
• Ke e p in g h ig h q u a lity c a r e  lo c a l is p ossi b l e  a n d a c h i e v a b l e

• P a rtn e rsh i p w a s th e  o p tio n th a t p r es e nt e d  th e  b est p ossi b l e  o ut c o m e  for 

c o ntinu e d h ig h q u a lity c a r e  lo c a lly w ith exp a n d e d a c c ess a n d  gro wth

• Jo in in g a  h e a lth syst e m w a s th e  so lutio n th a t fu lfill e d  th e  o b j e c tiv es p rioritize d 

b y th e  Bo a rd o f Trust e es

23



Why N o w

• H C M m ust e v a lu a t e  its future  o p tio ns fro m a  

p ositio n o f stre n g th in ord e r to se c ure  th e  lo n g-

t e rm c o m m itm e nt o f h e a lth c a re  se rv i c e s f or th e  

Hill C o untry 

• Ty p i c a lly , Hosp it a ls w a it until th e y a re  

un p ro fit a b l e  or e xp e ri e n c in g fin a n c i a l h a rdsh ip 

to exp lore  a ffili a tio n o p p ortun iti e s 
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Why M e th o d ist 
H e a lth c a re ? 

• C a re  Re m a ins Local

• C o m m itm e nt to Exc e ll e n c e  in 

C a re

• Pro v e n re c ord o f q u a lity

• Exp a n d e d a c c ess to c a re  

a n d se rv i c es

• Stro n g w orkforc e  p i p e lin e  a n d 

d e v e lo p m e nt

• C a p it a l inv estm e nt 
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Stru c ture s G o in g Forw a rd

● Provide input into 

HCM-related 

Methodist strategy

● Serve as ambassadors 

for Methodist 

Fredericksburg

● Credentialing

Legacy Entity

● Operates Wellness 

Center and Thrift Store

● Monitor compliance 

with post-closing 

conditions

● Conduct cost reporting 

for approx. 5 years 

post closing

● Supporting 

Organization for 

Legacy Entity

● Transition to Grant 

Funding Charity 

Advisory Board Foundation
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Wh a t Th is M e a ns 
for th e  C o m m un ity

• Exp a n d e d se rv i c es a n d e nh a n c e d 

o ff e rin gs lo c a lly 

• In c r e a se d a c c ess to to p  h e a lth c a r e  

p ro v i d e rs

• Un int e rru p t e d c a r e  a n d c o ntinu e d 

a c c ess to trust e d  p hysi c i a ns a n d 

c a r e  p ro v i d e rs

• Ec o n o m i c  gro wth for th e  Hill 

C o untry 

• Sig n ifi c a nt inv estm e nt in lo c a l 

h e a lth

• In c r e a se d t a x d o ll a rs in th e  lo c a l 

c o m m un ity
29

29



Q u e stio ns


