NOTICE OF SPECIAL BOARD MEETING OF
THE UPPER SAN JUAN HEALTH SERVICE DISTRICT
d/b/a PAGOSA SPRINGS MEDICAL CENTER
Tuesday, October 12, 2021, at 5:30 PM
The Board Room (direct access – northeast entrance)
95 South Pagosa Blvd., Pagosa Springs, CO 81147

ALL ATTENDEES MUST BE SCREENED PRIOR TO ENTERING THE
MEETING & ALL PERSONS MUST WEAR A MASK
Please use this link to join the meeting:
https://us02web.zoom.us/j/83483912591?pwd=N3dQOEN6aDhxd1JDSkFvZll3MnJVUT09

or telephone (346) 248-7799 or (669) 900-6833
Zoom Meeting ID: 834 8391 2591
Passcode: 734730

AGENDA
1) CALL TO ORDER; ADMINISTRATIVE MATTERS OF THE BOARD
a) Confirmation of quorum
b) Board member self-disclosure of actual, potential or perceived conflicts of interest
c) Approval of the Agenda (and changes, if any)
2) PUBLIC COMMENT (This is an opportunity for the public to make comment and/or address
USJHSD Board. Persons wishing to address the Board need to notify the Clerk to the Board, Heather
Thomas, prior to the start of the meeting. All public comments shall be limited to matters under the
jurisdiction of the Board and shall be expressly limited to three (3) minutes per person. The Board is
not required to respond to or discuss public comments. No action will be taken at this meeting on
public comments.)
3) PUBLIC HEARING ON THE PROPOSED 2022 BUDGET FOR USJHSD
a) Open the Public Hearing on the proposed 2022 budget
i) Overview of the budget by PSMC’s CFO
ii) Questions/comments of the Board
iii) Questions/comments of the public
b) Close the Public Hearing
4) OTHER BUSINESS
Next scheduled regular meetings are Tuesday, October 26, 2021 and Tuesday, November 16, 2021.
Does the Board wish to hold both meetings or only November 16, 2021.
5) ADJOURN
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2022 PSMC BUDGET OVERVIEW
In 2022, PSMC will continue to offer hospital services, outpatient clinic services and
EMS/ambulance services to the District. PSMC’s goals for 2022 are set forth in the three-year
Strategic Plan approved by the Board of Directors in September 2021. The proposed budget
positions PSMC to carry out the Strategic Plan and to pivot to meet unplanned demands.
Preparing the budget for Pagosa Springs Medical Center always requires addressing a number of
unknown variables, but in planning the 2022 budget there are significant uncertainties due to the
continuation of the COVID-19 pandemic. As we look back at 2021, PSMC spent an enormous
amount of unanticipated employee time vaccinating the community, screening patients, and
educating the community. These actions were the right thing to do and PSMC is proud of this
work, but it took a toll on our staff who are worn out from the stresses of caring for a community
in this unprecedented time. The unexpected experiences in 2021 inform us that we may not
successfully predict what will result from the pandemic in 2022. We know PSMC will face many
challenges in 2022, but we anticipate the greatest challenge will likely be staffing resulting from
both a nationwide shortage of healthcare workers and a lack of economical housing in Archuleta
County.

BUDGET ASSUMPTIONS
With respect to revenues, PSMC makes the following 2022 budget assumptions:
 A decrease in Medicare reimbursement from 99% of PSMC’s allowable costs to 95% of
PSMC’s allowable costs – this change by the federal government results in PSMC serving
Medicare patients at a more significant loss than 2021.
 A decrease in property tax revenues by twenty percent (due to SB21-293 that temporarily
reduces the assessment rate for 2022 and 2023).
 A decrease (over 2021) to zero federal dollars to address the losses and expenses incurred
as a result of COVID-19.
 Static donations at $200,000.
 Increase in patient volume by 3%. Due to the impacts of COVID-19, some increases to
revenue have been hard to quantify and predict. Anticipated increases in revenues
include the following: RHC due to improvements in efficiencies; the Cancer Center due to
steady growth; pain management due to expansion of the service line; and radiology due
to the new MRI (which accommodates larger patients and bariatrics) as well as increased
volumes from the Cancer Center and pain management.
 Increase in prices by 3%. Last year PSMC did not make pricing increases in many
departments in order to remain competitive; however, this year, PSMC’s anticipated
expense increases necessitate the price increases. PSMC’s price increases are less than
the 4% allowed in our contracts with insurance companies.
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With respect to expenses, PSMC makes the following budget assumptions:
 Increase in personnel compensation expense of two percent. PSMC’s largest expense
continues to be labor. PSMC offers the most competitive wages that PSMC can afford;
however, the economic changes of the pandemic (i.e., fewer employees available to hire
and employees who opt to work as a “traveler” at significantly higher rates than ongoing
employment) make it very difficult for PSMC to be competitive in hiring qualified
employees.
 Increase (inflation) in costs for the following:
o 3.3% in medications;
o 3% for supplies; and
o 7% for employee health insurance plan.
 Increase by 62% in IT expenses to improve IT security and disaster recovery for business
continuity.
 Other expenses are status quo to 2021. But note: PSMC has maintained throughout 2021
additional supplies (mostly personal protective equipment) and equipment necessary to
keep employees and patients safe.
 Decrease of bond payment expenses resulting from the 2021 refunding of the 2006
bonds.
With respect to capital replacement, PSMC has a 5-year capital replacement plan and has
prioritized items based upon remaining life and the Strategic Plan. The budget includes
$886,736.90 of capital expenditures for immediate capital needs of PSMC.
Due to the temporary decrease in property tax revenues and Medicare’s decrease in its
reimbursement to 95% of allowable costs, the 2022 budget anticipates a break-even year.
POSITIONS
As PSMC continues to advance the complexity and volume of services it provides, there is an
increase in full-time equivalent (FTE) positions added. For 2022, the budget includes a net
increase of 12.04 FTEs to address the demand for clinical services (orthopedics upper extremity,
cardiology, primary care, behavioral health, CT and PT) as well as staff that support services
(patient experience, security, lab administration, IT, restructuring of EMS, clinic and
preauthorization). Finally, Kathee Douglas, CNO/COO plans to retire at the end of 2022 and for
a successful transition of her role, we budgeted to hire two persons (a COO and a CNO) in the
latter part of 2022 to work with Ms. Douglas to assume her responsibilities.
RESERVES – DAYS CASH ON HAND
“Days cash on hand” is an important measure of PSMC’s liquidity. A typical key performance
indicator for a hospital is a minimum of 90 to 180 days cash on hand. Sufficient days cash on
hand allows the hospital to be prepared for disruptions resulting from such things as fire, snow,
equipment failure, a pandemic, etc. Further, in healthcare there are often delays in
reimbursement and cash reserves assure the hospital can continue to function despite payer
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delay. Finally, cash on hand helps the hospital to be in a position to manage strategic growth
and advance the services available to patients.
As a young hospital, PSMC has a history of barely scraping 60 days cash on hand at the end of
each year. At the start of 2022, PSMC anticipates approximately 100 days cash on hand which
affirms PSMC is in the most sound financial position of its 13-year existence.
METHODOLOGY IN PREPARING THE BUDGET
In preparing this budget, the CFO and Controller assessed sources of revenue, changes to
expenses including changes in employees, and capital budget needs. To be certain the proposed
budget is as accurate as possible, the CFO and Controller pulled the most current data for the
period July 2020 through June 2021. With respect to employees, the finance team prepared a
report of hours and rates of compensation for employees. Each manager/director met with the
CFO and Controller at least once (in some circumstances several times) to adequately review the
2020-2021 data, changes to the 2021 budget, and the expectations for 2022. The finance team
developed a budget for every department and employee (including regular, overtime, paid time
off, call pay, call back pay, holiday and shift differential). Managers and Directors were
responsible to review the department/employee budgets and assure accuracy in preparing the
PSMC proposed budget.
The 2021 budget is annualized (this means the computer system takes seven months of revenues
and expenses and multiplies it by 12 months). We recognize that certain one-time or limited
revenues are not accurate when annualized (e.g., we expect no further revenues to the PPP loan
forgiveness of 3.7M, HHS Stimulus of 2.2M, grants of 678k, tax revenue of 1.3M and likely limited
additions to the 141k of donations). For the preparation of the 2022 budget, any such unique
revenues or expenditures have been manually adjusted.
PSMC uses an accrual basis for accounting.
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