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Reimagine the Focus

We encourage our participants to reimagine what their
processes are now. Are they still sustainable ?

We want you to think in terms of how to transform the
clinical provision of care in a more cost effective and
efficient way. In 2025 the data richness and Al allow us
to do this

Change our focus to the Health Impact

eLives saved

*Lives Improved

() HealthCatalyst



p7

Current Trends and
Impact on the Margin
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Revenue Management
Half of the Story

Cost Management
Keys to Margin Success

Questions and
Answers



Section 1

Trends and Impact on
the Margin

An Overview
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Fee For Service Encourages Facilities to Focus on
Chasing the Revenue and Ignore the Cost
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* Two Impactful Levers Are

Revenue(

(kA4)

Is there a third — Clinical

\\

Margin — What are the Levers

) and Cost

Transformation ?
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External Forces on Margin in 2025

International — Focus on Cost & Value

National — Medicare / Medicaid & Commercial still
focused on Fee for Service
e Shrinking Reimbursement with Increased Regulation

Supply Chain — Disruptions
Pharmacy Chain — Disruptions

Introduction of Massive Data and Artificial Intelligence
providing more insight into healthcare delivery
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Per Capita Spending - The Commonwealth Fund -January 31,2023

“U.S. Health Care from a Global Perspective, 2022: Accelerating Spending, Worsening Outcomes”

The U.S.is aworld outlier when it comes to health care spending.

Percent of GDP spent on health, 1980-2021* 2021 data {or latest
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Higher Per Capita Does Not Improve Outcomes

The United States has worse healthcare outcomes compared
to other wealthy countries

@ United States

Safety Heart
Life Infant Unmanaged  Unmanaged During Attack
Expectancy Mortality Asthma Diabetes Childbirth Mortality
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Motes: Data are not available for all countries for all metrics. Data are for 2022 or latest available.
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Mirror Mirror 2024 - Failing Health System

OVERALL RANKING 1 T 5 9 3
Access to Care g 7 G 3 1 5 4 8 2 10
Care Process 5 4 i 9 3 1 10 6 8
Administrative Efficiency 2 5 4 8 & 3 7 10 1
Equity 1 T 6 2 3 8 = 4 5
Health Outcomes 1 4 5 g 7 3 <] 2 10

Mote: SWE overall ranking calculation does not include Equity domain. See “How We Conducted This Study” for more detail.
Data: Commonwealth Fund analysis.

Source: David Blumenthal et al., Mirror, Mirror 2024: A Portrait of the Failing U.S, Health System — Comparing Performance in 10 Nations (Commonwealth Fund, Sept. 2024).
https://doi.org/10.26099/talg-zp66

https://www.commonwealthfund.org/publications/fund
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Sweden - Cost in Relation to Improvement

Three basic principles apply to all health care in Sweden:

® Human dignity: All human beings have an equal entitlement to dignity and have the
same rights regardless of their status in the community.

® Need and solidarity: Those in greatest need take precedence in being treated.

R

Cost-effectiveness: When a choice has to be made, there should be a reasonable
balance between costs and benefits, with costs measured in relation to improvement
in health and quality of life.

https://www.commonwealthfund.org/international-health-policy-center/countries/sweden
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AHA - Underpayments and Growing Premiums

Figure 3. Cumulative Medicaid
and Medicare underpayments
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Note: AHA Annual Survey 2013 to 2022 all

dollars inflation adjusted to 2022 values using
CPI-U from the BLS.
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Figure 6. Premiums grew twice
as fast as hospital prices in 2023

2.6%

Health Insurance Hospital Prices
Premiums

Note: Health insurance premiums represant

premiums for a family of four, from KFF Employer
Health Benefits Survey, 2023, Hospital Prices: BLS,
annual average Producer Price index for hospitals.

Source: https://www.aha.org/costsofcaring



77

Inventory Costs Increase to Provide Care

Figure 8. Increase in drug shortages GDH‘IDI’iSiI‘IQ appmximate':‘:" 10.5% of the
i average hospital’s budget, medical
supply expenses collectively accounted

Drug Shortages . Drug Prices

16% r 15.2%

15.0% for $146.9 billion in 2023, an increase of
2% | bl $6.6 billion over 2022, according to data
oo, | 80% from Strata Decision Technology. As

technology and science are constantly
evolving, hospitals routinely need to
0% purchase new supplies, devices and
2022 2023 . h linical
Note: Drug shortage data from Utah Drug Information EQLIIDITIEI'II' t at mEEt l: IHICE CE.I'E
standards and ensure high quality care.

System; Drug price data from ASPE.

4% |
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Margin Impact of Administrative Cost Including Denials

The United States spends more on administrative costs but
less on long-term care than other wealthy countries
Costs per Capita ($)

Administrative Costs
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Sowrce: Organisation for Economic Co-operation and Development *+ Embed = Download image

Motes: Data are for the most recent values up to 2022, which is the most recent year of data for the United

States, and includes provisional values. Average does not include the United States. The five countries with PETER G.
the largest economies and those with both an above median GDP and GDP per capita, relative to all OECD PETERSON
countries, are included. Chart uses purchasing power parities to convert data into U.S. dollars. - FOUNDATION
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Kaufman Hall / Vizient

Gisi

Graphic of the Week

from Kaufman Hall

Although the first half of 2024 is shaping up to be a positive one for median hospital operating margins, the
industry is still reeling from a period of unprecedented financial difficulty. In this week’s graphic, we highlight
nearly 30 years of historical data from Kaufman Hall and the American Hospital Association to provide a
broader perspective on hospital operating margins. 40% of hospitals operated in the red in 2023, which is
an improvement from 2022 when 53% of hospitals posted a negative operating margin, but still a sign
that many hospitals have yet to recover from the financial challenges prompted by the pandemic.
During previous periods of recent economic hardship, including the "dot-com bubble burst” of the late 1990s
and the 2008-09 Great Recession, the share of hospitals with negative operating margins amounted to 42% and
32%, respectively. The median hospital margin in 2023 of 2.3% was lower than the median operating margin of
3.3% in 2008. In the first half of 2024, operating margins are just getting back above the 4% level—the

() HealthCatalyst
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Medical Errors Diminish the Margin

* One study stated that over 400,000 patients suffered from some sort of
preventable harm

* Another study said harm resulted in the deaths of over 200,000 patients
annually

e Estimated costs for these avoidable errors is 20 billion in one study.

* In another study 37.5 — 45 billion for hospital acquired conditions alone
* These costs result in a cost to provide care and diminish the bottom line
* Change the script to ensuring quality

() HealthCatalyst
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Focus on Lives Saved, Lives Improved

The current model of fee for service is driven by the American culture
and expectation of top-quality healthcare. But can they afford it ?

Insurers mask the cost and delay the payment creating expensive
administrative costs.

With capped revenue and mounting cost factors and a culture stuck on
fee for service the only sustainable step to promote health and lives
improved is cost management.

Cost management is not new but at the clinical level it is

We are going to focus in the cost section on using cost to maintain the
margin to continue to provide quality care

() HealthCatalyst
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«x Procedures
4

* Only the right care

Diagnostic test is included: avoid

What care should

duplicate testing
be included?
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I complicatipns and
less effective
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interventions

|
Waste Category Symbol Key | Current State Ideal State Improvement
Question :
I * Fewer
() @) @) @) 0000000000 inappropriate cases
Who SthI:: ge; . sNeed | DiDiiD DDD.D.D..D » Early intervention
care and when:« t t di
care. | b + + ++ 0or E)r:ji\sn isease
Case-rate utilization o Receive |
(# cases per population) d care I
° |
|
|
|
|
|

cer . .. Drugs
Within-case variation g

(# and type of units per case) Behavioral consults|

* Do what we
know works

4L E e

Patient education

Is each care Time - Lowercost
component ® (both patient drugs and supplies
. and clinician are used
delivered time) « Technical and
efficiently? et
Resources administrative
. @ (both direct and processes are
Efficiency indirect costs)

streamlined to
reduce indirect
costs

(cost per unit of care)



Value Creation Framework

Can we measure how we are doing and

Do we know what we should we be doing?
* Quantify ideal process potential gains

Identify root cause of process challenges/pains

Re-design and improve processes

* Follow Evidence-based guidelines & protocols

* Establish expert consensus

» Standardize work operationally

Best Practice Analytics

re

Can we transform?

* Educate People to learn required

Skills

Knowledge

Attitudes

* In addition, Accelerate Adoption with
e Strategy

Competences

Culture

Operating Model

Adoption

predict how we will do?

Capture correct data about the process

Integrate all relevant data

Grant access to data broadly

Generate insights from data

Promote more informed decisions and actions with better
tools

What value can we realize?
The Measurable Improvement:

* Health impact
e Lives saved
e Lives improved
* Financial impact
* Revenue enhancement
Productivity gain
Cost avoidance
Hard cost reduction
Shared savings
* Experience impact
* Patients & their families
¢ Clinicians
e Admin/support staff

Improvement

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.
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Financial Incentive Alignment
Under Different Payment Mechanisms to Remove Waste

WASTE REMOVAL LEVEL

% of all
_Wwaste_ FFS

Per
case

PAYMENT METHOD

Provider
at risk

Case-rate Ultilization 45% v

(# cases per population)

v

A

Within-case Variation 40% v

(# and type of units per case)

A

A

Efficiency 15% A

(cost per unit of care)

A

A

Wote:

For green arrows,
savings from waste
elimination accrue to
the care delivery
organization.

For red arrows,
savings go to payer
organizations.

*Adapted from James Brent C and Poulsen Gregory P. The case for capitation: It's the only way to cut waste while improving quality.

Harv Bus Rev 2016; 94(7-8):102-11, 134 (Jul-Aug).

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.
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The Levers to Pull for Margin Enhancement

* Increase charges and/or volume of services — 2024 is reaching maximum
* Fee for Service

* Increased quality measure and cost-effective management — still slow growth in the value-
based market

* Value based and capitation driven
* Cost avoidance

* Avoid high-cost setting for care — seeing the trend to retail medicine, outpatient services,
growth of ASCs and telemedicine offerings.

 Manage in the most cost-effective setting

* Inpatient care will be most costly — one avoided stay may enhance the margin
contribution better than the reimbursement

* Manage high-cost supply chain and medications — go back to pre-pandemic levels of
inventory

* Understand your costs — cost transparency

() HealthCatalyst



Section 2
Focus on the Margin
Revenue Management
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Revenue Caps

Contracts continue to cap revenue with a slower growth than cost to
provide

Move to outpatient less costly services

High performers are moving to outpatient and wellness to avoid high-
cost inpatient stays

Value based is still slow to catch on in the U.S. where Fee-for-Service
still predominant method

() HealthCatalyst
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Revenue Leakage

Revenue Leakage remains at 1 — 3% according to HFMA

Charge capture continues to be mostly a method done at the
department level and not as a consolidated effort before claims
submission

Can require additional FTE’s and significant reporting and still miss
charges

Technology that reviews 100% of the daily charges allows for early
capture and remediation

() HealthCatalyst
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Going Back to Basics

Hospitals are more focused on their chargemaster’s

Ensuring that the CDM is clean, constantly reviewed either through the
billing system or a CDM bolt on technology

Focusing on ensuring all supplies and pharmaceuticals are accurately
and completely represented in the CDM

Operating Theaters are focused on continuous maintenance of the
preference cards

OR avoiding wastage by presumptively opening kits and using a cabinet
technology to ensure that items required are charged

() HealthCatalyst
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Pre — Authorization and Denials

Payer requirements for pre-authorization is growing
* Seeincreasing number of authorization failures

Denials continue to become more complex and despite the addition of
physician advisors, dedicated teams the administrative cost to pursue
IS mounting

Overturn rates continues to be high, and the cash flow impact still is
significant along with the cost to defend

Use Al and large data models — who is denying and is there a pattern
and push back on the payers. Focus on reducing administrative costs

() HealthCatalyst
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Revenue Requires Focus

Revenue maintenance requires system wide focus of all departments
to implement a strategic and sustainable charge capture plan

Denials will continue to require dedication to identify any patterns of
behavior

Provider education and management of patterns resulting in denials
will continue to need to be addressed

Look toward care gap closure as a method of continuing revenue

() HealthCatalyst
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Key Change Agent — Clinical Transformation

A key change agent will become the focus on clinical
transformation process and not just RVU

Change focus to cost for improvement similar to Sweden
Improve outcomes and reduce unnecessary testing
Improve length of stay

Enhance delivery of care in the community

Replacing budgets with actual transparency into patient
cost to provide as a metric to clinical performance and
outcomes rather than Gross Charges

() HealthCatalyst



Section 3

Focus on the Margin
Cost Management
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 The Fundamental Problem with the Margin
Agenda * Methods to Calculate Costs
 Example with Sepsis Patients
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The Fundamental Problem with the Margin

Knowing the cost of a procedure or a patient is complex math

Cost Accounting methods such as Relative Value Units (RVUs) or Ratio of Costs to
Charges (RCC) were necessary in the 1980s, 1990s, and 2000s but fail to scale beyond
the limitations of charge codes and billing data

Methods like TDABC or Time-Driven Activity-Based Costing require detailed time-
studies or more specific RVUs to be quantified — even more than traditional RVUs

Margin is a sensitive topic that requires precise information

() HealthCatalyst



How you’re probably doing this today

No two patients are the same, so why would their costs be the same?

HOW YOU'RE COSTING TODAY - _
BY CHARGES AND RVUs @ HOW YOU SHOULD BE COSTING - BY ACTIVITY

PATIENT 1 PATIENT 1
SAME COSTS

N TIME

- ! o |

ICHARGES O @ VOLUME 3 |
|

. |MQ |

TECH TIME
PATIENT 2 PATIENT 2 |
 SURGEON TIME
TIME I
I MRI TIME
CHARGES VOLUME (@ |———————)
| O  NURSE TIME
- SUPPLlES/DRUGS u
5 Q |PREOPIPOSTOP TIME
~ORTIME

[©

PATIENT 3 PATIENT
' TIME
O
O
CHARGES VOLUME o |
.
SUPPLIES/DRUGS .
O

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.




Individual Patient

HospitalAccountlD Admit Discharge  Patient Type PayorlD  FinancialClassCD ProcedureCD DiagnosisCD @ Back
1/18/2024  2/6/2024  Inpatient 47079397 1051668 obqeozz K56.50
)] - CAa
Discharge Location @ - B
$20K
[y 172972024
Length OF Stay (Days) e . @ Interventional and Diagnostic Services  $97.80
17.881 ® ® Nursing Services  $2,593.09 ParentGroupDSC
Cohort A\.'eragez 508 Other Clinical Services  $1,938.93 @ Interventional and Diagnostic Services
$10K [ ] Physician Services  $0.00 @ Nursing Services
Explicit Cost . -
B [ ] Surgical Services  $14,203.18 L
$ 1 7 ] 3 K £5K @ Physician Services
@ Surgical Services
Direct Cost e
b ok
'ﬂpl g i
$89.26K .
PatientClassD5C Charges P it Direct Cost ibution Margin FunctionalGroupD5C Driver Value  Cost Amount  Explicit Costl] Direct Cost
: AccountTypeRollu... @ Lsbor @ 0Other © Supp =
Inpatient 386043842  $27.006.76) $80,256.04 (52.158.23) e L Pharmacy 617,631.62  $20724.53 $10,789.43 $14.305.10
Total $869,488.42 $B87,096.76|| $89,256.04 (52,159.28) Surgery 618,571.16  $29.463.06  $6,345.02] $15,605.19 TECH TIME
Supply 61857116  $4307.12  $4,682.50] $4,307.12 |=
S40K Explicit Chargeable Supply 21.00 $4,107.80 $4,107.80 $4,107.80 SURGEON TIME
Explicit Monchargeable Supply 117.00 §574.69 £574.60 £574.60 |=
Medical Supply Charges 15.931.29 (5657.04) (sear.0af MRI TIME
Surgical Case Count 3.00 528.86 528.56 KD |=
520K Surgical Case Minutes 452.00 $282.80 $28280Y NURSE TIME
Lomec R I Labor 61857116  $9,250.55  $1.662.52 $9.250.55 [ ™ | —
ADT Minutes 26,124.00 Explicit Surgery Murse Labor 564.00 $861.36 $861.35 386136 PREOP/POSTOP T
Total Charges £73,661.42 - - Explicit Surgery Tech Labor 901.00 $801.16 $301.19 $301.16 |=
Surgical Case Minutes A52.00 $0K Surgical Case Minutes 452.00 $783.89 $788.80 OR TIME
Explicit Pharmacy 1,288.70 $10,780.43 Mursing Other Surgical Physician  Interventi.. Surgical Staff Minutes 144200 $6.790.14 $6.790.14 |=
Pharmacy Charges £73,785.42 $9,935.10 Clinical Services Services and Other 618,571.16  $15,905.38 $2,047.52
e 270809089 $126.294.21 fEulE Elaores Total 2,708,090.89 $136894.21 $17.134.44) $89,256.04
B Services

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



Methods to Calculate Costs

Cost management methods such as Relative Value Units (RVUs) or Ratio of Cost to Charges (RCC)

were necessary in the 1980s, 1990s, and 2000s but fail to scale beyond the limitations of charge
codes (EXAMPLE)

How to calculate a Ratio of Cost to Charges (RCC) for a Nursing Unit:

Step 1: Step 2: Step 3:
Sum Total Costs ($263,000) Sum Total Charges ($1,000,000) Divide total Costs by total Charges

$263,000 / $1,000,000

0.263

*Usually calculated quarterly or yearly

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



Methods to Calculate Costs (RCC)

Nursing Unit Example

Patient A _ Patient B _ Patient C

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



The Fundamental Problem

Cost management methods such as Relative Value Units (RVUs) or Ratio of Cost to Charges (RCC)

were necessary in the 1980s, 1990s, and 2000s but fail to scale beyond the limitations of charge
codes (EXAMPLE)

How to apply RVUs in an Imaging Unit performing MRIs:

Step 1: Step 2: Step 3:
Assign RVUs to modality: Calculate Cost per RVU: Multiply Cost per RVU by modality
- Upper Extremity 1.62 RVU
- Pelvis 1.46 $400,000 / 11,765
- Brain 2.36 = - Upper Extremity:
$34 /RVU $34 * 1.62
$55

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



RVU COSTING FLAWS

MRI Services Example

MRI Upper Extremity MRI Pelvis MRI Brain

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



The Fundamental Problem

Cost management methods such as Relative Value Units (RVUs) or Ratio of Cost to Charges (RCC)

were necessary in the 1980s, 1990s, and 2000s but fail to scale beyond the limitations of charge
codes (EXAMPLE)

How to apply RCCs in an Operating Room performing Surgeries:

Step 1: Step 2: Step 3:
Sum Costs for Labor: Sum Charges: Divide Total Costs by Charges:
(5875,000) $35,150,000
Labor: $875,000 / $28,750,000 = 0.030
Sum Costs for Supplies: Sum Supplies Charges:
(52,000,000) $6,400,000 Supplies: $2,000,000 / $6,400,000 = 0.3125

Non-Supply Charges:
35,150,000 - 6,400,000 = $28,750,000

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



Managing Costs by Patient Pathway

1 patient having 3 procedures

Jan 24t OR Level 3 Case Jan 29t OR Level 4 Case

- _ OR Charges: $97,812 OR Charges: §72,812
" Supply Charges: $1,301 Supply Charges: $13,762
PR

Jan 20t OR Level 1 Case
OR Charges: $13,158
Supply Charges: $870

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



ABC Cost Details - the Differentiator

Labor Costs: Supply Costs:

CaseDTS Driver Value  Explicit Cost Allocated Cost  Direct Cost CaseDTS Driver Value Explicit Cost Allocated Cost  Direct Cost
1/20/2024 210.0 $128 $495 — 1/20/2024 2B7.0 5236 $42 $278
Explicit Surgery Murse Labar cdn 482 $g2 Explicit Chargeable Supply 1.0 164 164
Explicit Surgery Tech Labar 510 346 £A6 Explicit Monchargeable Supply 24.0 572 §72
Surgical Staff Minutes 105.0 $495 5495 Surgical Case Count 10 10 510
1/24/2024 1,526.0 $857 $3,598 $4,454 Surgical Case Minutes 510 532 312
Explicit Surgery Murse Labor 2010 5436 5435 172472024 1.802.0 s488 5156 $644
EHFI“Eit Sy rgeny Tech Lakbor AT20 €A1 $421 E!{p”tit Chargeal:lle Supply 3.0 $233 £233
Surgical Staff Minutes 7630 53528 £3,508 Explicit Nonchargeable Supply 380 5238 5255
1/29/2024 1.171.0 5677 $2,706 $2.384 Surgical Case Count e $10 10
Explicit Surgery Murse Labor 3190 £343 $343 Surgical Case Minutes 234.0 51446 146
Explicit Surgery Tech Labor 373.0 5334 $334 1/23/2024 1.411.0 $2.961 514 54,075
Surgical Staff Minutes 5740 $2.706 £2.706 Explicit Chargeable Supply 17.0 $2.711 537
Total 2.907.0 §1.663 56,799 £8 462 Explicit Monchargeable Supply 55.0 $250 $250
Surgical Case Count 1.0 £10 310

Surgical Case Minutes 167.0 5104 £104

Tatal 3,500.0 34,685 5312 54,997

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.



Single Inpatient
3 Surgical Cases

CaselD 20-Jan
(Level 1 OR Charge)

CaselD 24-Jan
(Level 3 OR Charge)

CaselD 29-Jan
(Level 4 OR Charge)

RCC Method
RCC Staff Costs $395 $2,934 $2,184
RCC Supply Costs S272 S407 $4,301
RCC Total Costs $667 $3,341 $6,485
ABC Method
ABC Staff Costs $623 $4,454 $3,384
ABC Supply Costs $278 $644 $4,075
ABC Total Costs $901 $5,098 $7,459
ABC Difference: $234 $1,757 $974
% Variance 35% 53% 15%

Confidential » Do not distribute - ©Copyright Vitalware, LLC. All rights reserved.




Example Sepsis Population

PrimaryDiagnosisCD Costed Hospital =~ Average Charges Payments Direct Cost  Direct Labor Direct Supply Direct Drug Direct Other Contribution  Indirect Cost  Cost Amount
'Account Count LOS Margin

2 A41.9 231 10.63 $93,178,560 $6,469,427 $6,491,923 $4,817,804 $677,567 $601,274  $395,277 ($22,496) $5,356,603 $11,848,526

= 871 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276  $218,338  $164,835 $77,709 $2,161,391 $4,733,961

= SEPTICEMIA OR SEVERE SEPSIS 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276  $218,338  $164,835 $77,709 $2,161,391 $4,733,961
WITHOUT MV >96 HOURS WITH MCC

12 65 and older 93 7.76 $23,823,496 $1,566,914 $1,505974  $1,120,560 $168,852 $121,440 $95.123 $60,940 £1,150,697 $2,656,671

55-64 22 741 $5,438,540 $418,849 $423,395 $333,048 $34,098 $27,029 $29,221 ($4,547) $381,174 $804,569

0 45-54 16 5.93 $3,034,641 $324,640 £254.271 $188,213 $29,608 $17,899 $18,551 $70,368 $238,471 $492,743

35-44 12 11.35 £3,765,870 $234,501 £275,770 $209,186 $26,386 $24,645 $15,053 ($41,269) $276,400 $552,171

© 25-34 4 7.96 $1,576,910 $105,376 £113,159 $72,114 $6,831 $27,325 $6,888 ($7,783) $114,648 $227,807

= 853 41 14.00 $22,327,082 $1,689,219 $1,542,147 $1,108,380 $155,315 $161,698  $116,755 $147,072 $1,393,986 $2,936,133

= 870 24 17.78 $17,978,083 $1,131,460 $1,327,517 $1,002,983 $149,655 $114,286 $60,594  ($196,057) $889,092 $2,216,610

@ 872 5 5.08 $713,339 $59,637 $36,106 $25,716 $4,903 $2,174 $3,313 $23,531 $32,519 $68,624

&= 004 3 31.81 $4,638,839 $14,348 $367,313 $282,115 $34,128 $35,541 $15,529  ($352,965) $218,130 $585,442

© 854 3 8.08 $715,430 $38,387 $47,862 $38,880 $4,070 $2,303 $2,609 ($9,474) $60,457 $108,319

@ 974 3 4.74 $480,224 $52,626 $26,937 $19,906 $2,162 $3,519 $1,350 $25,689 $24,614 $51,551

= 003 2 50.19 $6,356,452 $596,006 $512,580 $373,712 $56,102 $53,655 $29,110 $83,426 $480,722 $993,302

@ 969 2 18.83 $1,128,626 $222,313 $37,466 $27,037 $2,938 $7.574 ($83) $184,846 $73,421 $110,887

@ 975 1 9.58 $301,029 $15,153 $21,426 $15,954 $2,018 $2,188 $1,266 ($6,273) $22,272 $43,698

Total 231 10.63 $93,178,560 $6,469,427 $6,491,923 $4,817,804 $677,567 $601,274  $395,277 (522,496) $5,356,603 $11,848,526
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Example Sepsis Population

PrimaryDiagnosisCD Costed Hospital ~ Average Charges Payments Direct Cost  Direct Labor Direct Supply Direct Drug Direct Other Contribution  Indirect Cost  Cost Amount

_Account Count LOS Margin
= A41.9 231 10.63 $93,178,560 $6,469,427 $6,491,923 $4,817,804 $677,567 $601,274  $395,277 ($22,496) 5,356,603 $11,848,526
= 871 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276  $218,338  $164,835 $77,709 $2,161,391 $4,733,961
& SEPTICEMIA OR SEVERE SEPSIS 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276 5218338  $164,835 $77,709 $2,161,391 $4,733,961

WITHOUT MV >96 HOURS WITH MCC

85 and older 93 7.76 $23,823,496 $1,566,914 $1,505974  $1,120,560 $168,852  $121,440 $95,123 $60,940 $1,150,697 $2,656,671
55-64 22 741 $5,438,540 $418,849 S423,395|§ $333,048 $34,098 $27,029 $29,221 ($4,547) $381,174 $804,569
45-54 16 5.93 $3,934,641 $324,640 $254.271 $188,213 $29,608 $17,899 $18,551 $70,368 $238,471 $492,743
35-44 12 11.35 $3,765,870 $234,501 $275,770 $209,186 $26,886 $24,645 $15,053 ($41,269) $276,400 $552,171
25-34 4 7.96 $1,576,910 $105,376 $113,159 72,114 $6,831 $27,325 $6,888 ($7,783) $114,648 $227,807
@ 853 a1 14.00 $22,327,082 $1,689,219 $1,542,147 $1,108,380 $155,315 $161,698  $116,755 $147,072 $1,393,986 $2,936,133
@ 870 24 17.78 $17,978,083 $1,131,460 $1,327,517 $1,002,983 $149,655 $114,286 $60,594  ($196,057) $889,092 $2,216,610
@ 872 5 5.08 $713,339 $59,637 $36,106 $25,716 $4,903 $2,174 $3,313 $23,531 $32,519 $68,624
@ 004 B R B $4,638,839 §14,348 $367,313 $282,115 $34,128 $35,541 $15,529  ($352,965) $218,130 $585,442
@ 854 3 8.08 $715,430 $38,387 $47,862 $38,880 $4,070 $2,303 $2,609 ($9,474) $60,457 $108,319
= 974 B 4.74 $480,224 §52,626 $26,937 $19,906 $2,162 $3,519 $1,350 $25,689 $24,614 $51,551
© 003 2 50.19 $6,356,452 $596,006 $512,580 $373,712 $56,102 $53,655 $29,110 $83,426 £480,722 £993,302
© 969 2 18.83 $1,128,626 $222,313 $37,466 $27,037 $2,938 $7.574 ($83) $184,846 $73,421 $110,887
@ 975 1 9.58 $301,029 §15,153 $21,426 $15,954 $2,018 $2,188 $1,266 ($6,273) $22,272 $43,698
Total 231 10.63 $93,178,560 $6,469,427 $6,491,923 $4,817,804 $677,567 $601,274  $395,277 ($22,496) $5,356,603 $11,848,526
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Example Sepsis Population

PrimaryDiagnosisCD Costed Hospital ~ Average Charges Payments Direct Cost  Direct Labor Direct Supply Direct Drug Direct Other Contribution  Indirect Cost  Cost Amount
'Acmu nt Count LOS Margin
£ Ad419 231 10.63 $93,178,560 $6,469,427 $6,491,923 $4,817,804 $677,567 5601,274  $395,277 (522,496) $5,356,603 $11,848,526
8 871 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276  $218,338 $164,835 $77,709 $2,161,391 $4,733,961
& SEPTICEMIA OR SEVERE SEPSIS 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276  5218,338 5164,835 $77,709 $2,161,391 54,733,961
WITHOUT MV >96 HOURS WITH MCC

& 65 and older 93 71.76 $23,823,496 $1,566,914 $1,505,974 $1,120,560 $168,852  $121,440 $95,123 $60,940 $1,150,697 $2,656,671
" Inpatient Visit ID JHAR / FIN| 1 53.46 $1,590,722 $71,294 £147,333 $116,693 $12,181 $13,571 $4,887 ($76,038) $106,871 $254,204
moole B 1 2492 $633,675 $4,098 $44,818 $38,651 $3,574 $1,029 $1,564 ($40,721) $43,352 $88,170
" 1 17.54 $419,329 $23,059 $35,922 $30,434 $3,083 $1,667 $737 ($12,863) $34,686 $70,608
= 1 246 $59,499 $32,289 $5,044 $4,345 $212 $144 $343 $27,245 54,841 $9,886
- 1 13.29 $397,073 $4,775 $31,995 $23,982 $2,597 $3,769 $1,647 ($27,220) $26,754 $58,750
= 1 0.96 $129,323 $6,057 $4,326 3497 $813 $420 ($6,057) $4,291 $10,347
= 1 8.04 $198,716 $17,456 $12,.212 $7,993 $1,320 $1,735 $1,164 $5,244 $8,487 $20,699
BT 1 0.50 $213,900 $20,159 $10,290 $5,778 $798 $3,073 $641 $9,869 $5,963 $16,253
Ly 1 321 $164,171 $16,476 $14,033 $11,293 $1,696 $181 4863 $2,443 £8,833 $22,866
0 1 9.00 $173,473 $13,253 $14,380 $12,883 $666 $246 $585 $1,127) $15,642 $30,022
= 1 7.88 $178,514 $13,812 $13,010 $10,422 $1,455 $506 $627 $803 $13,494 $26,504
LIl ] 1 3.50 $175,159 $16,792 $14,708 $11,363 $141 $360 $2,843 $2,084 $10,927 $25,635
a2 1 292 $132177 $19,726 $8,051 $6,395 $860 $526 $270 $11,675 $6,800 $14,851
ol ] 1 271 $370,242 $21,366 $20,460 $13.470 $1,594 $4,497 $906 $906 $12472 $32,931
| 1 3.00 $128,404 $17,532 $9,961 $8,599 $949 $177 $236 $7,571 $7,197 $17,157
BT 1 13.96 $443,281 $20,851 $31,328 $26,324 $2,200 $1,714 $1,090 ($10,477) $26,311 $57,639
= 1 6.67 $239,526 $21,834 $13,069 $10,834 $1,402 $230 $604 $8,765 $13,729 $26,798
TR 1 7.25 $498,282 $4,399 $45923 435,607 $5,018 $1,270 $4,028 ($41,524) $26,280 $72,203
Ak 1 271 $108,601 $21,875 $7,255 $5,995 $800 $332 $128 $14,620 $5,854 $13,109
Tl o 1 883 $365,062 $17,604 $30,556 $25,349 $3,086 $730 $1,390 ($12,952) $22,825 $53,381
- 1 517 $195,892 $19,726 $14,213 $12,386 $1,293 $233 $301 $5,513 $11,730 $25,943
o T 1 7.21 $304,598 $4,399 $21,955 $17.173 $1,619 $585 $2,579 ($17,557) $15,575 $37,531
'] 1 8.50 $249,236 $4,399 $18,698 $14,072 $1,119 $2,822 $685 ($714,299) $16,034 $34,732
.l 1 0.71 $108,600 $21,326 $4,006 $2,944 $473 $367 $222 $17,320 $3,948 $7,954
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Example Sepsis Population

W =} = b
PrimaryDiagnosisCD Costed Hospital ~ Average Charges Payments Direct Cost  Direct Labor Direct Supply Direct Drug Direct Other (
'Account Count LOS
= A41.9 231 10.63 $93,178,560 $6,469,427 $6,491,923 $4,817,804 $677,567 $601,274 $395,277
8 871 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276 $218,338 $164,835
= SEPTICEMIA OR SEVERE SEPSIS 147 7.81 $38,539,456 $2,650,279 $2,572,570 $1,923,122 $266,276  $218,338 $164,835
WITHOUT MV >96 HOURS WITH MCC
65 and older 93 7.76 $23,823,496 $1,566,914 $1,505974  $1,120,560 $168,852 $121,440 $95,123
55-64 22 741 $5,438,540 $418,849 5423,395% $333,048 $34,098 $27,029 $29,221
45-54 16 593 $3,934,641 $324,640 £254271 $188,213 $29,608 $17,899 $18,551
35-44 12 11.35 $3,765,870 $234,501 £275,770 $209,186 $26,886 $24,645 $15,053
25-34 4 7.96 $1,576,910 $105,376 £113,159 $72,114 $6,831 $27,325 $6,888
® 853 41 14.00 $22,327,082 $1,689,219 $1,542,147 $1,108,380 $155,315 $161,698 $116,755
Total 231 10.63 $93,178,560 $6,469,427 $6,491,923 $4,817,804 $677,567 $601,274 $395,277
ServiceLineNM Interventional and Diagnostic Mursing  Other Clinical Services Physician Services Surgical Services Iotal

& General Medicine
L ADT Minutes
0 ADT Minutes - ICU/CCU
i Sum of Hospital Charges
0 Professional Billing Work RVU
1 Explicit Pharmacy
1 ED Volume Weighted Acuity
& Imaging APC Weight Count
1 Therapy BTU Weight Count
Total

$184,235 $751,621

$85,311

$632
334612
$32,782

$184,235 $751,621

$319,125

$186,444

$98,326

$32,673
$319,125

$246,318

$229,694

$246,318

$4,676 $1,505,974
$421,207

$323,009

$271,755

$229,694

9 $98,966
$34,612

$32,782

$32,673

$4,676 $1,505,974
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Focus on the Margin

What service lines should we be investing in?

What is our margin for a specific patient, service, location, or provider?
What billing opportunities are we missing?

Can we explain the margin?

ProcedureDSC Costed Hospital  Average Charges Payments Direct Cost Direct Supply Direct Drug Direct Labor Contribution
Account Count LOS . Margin
= Replacement of Left Hip Joint with Metal on 10 3.22 $640,906 $135,704 $177.334 $110,269.69 $11,235.79 $49,264.84 ($41,630)
Polyethylene Synthetic Substitute, Uncemented,
Open Approach
= Musculoskeletal 10 3.22 $640,906 $135,704 $177,334 $110,269.69 $11,235.79 $49,264.84 (541,630)
= Inpatient 10 3.22 $640,906 $135,704 $177,334 $110,269.69 $11,235.79 $49,264.84 ($41,630)
© 504520047 1 3.29 $59,183 $12,997 $13,530 37,3011 $409.08 $5,404.98 ($333)
© 505239202 1 6.58 $93,176 $14,621 $15,979 $7,190.40 $1,266.96 $6,846.18 ($1,358)
£ 504413244 1 2.83 $70,878 $15,377 $17,635 $11,055.32 $1,014.16 $4,838.26 ($2,259)
* 505061732 1 307 $60,568 $13,688 $15,183 $8,372.55 $1,996.65 $5,347.15 (%2,493)
£ 505778182 1 3.08 $71,426 $14,291 $16,920 $12,736.50 $1,302.98 $2,567.42 (32,629)
* 504793935 1 3.21 $56,601 $10,743 $13,805 $8,501.00 $948.10 $3,839.04 (%3,062)
+ 305250806 1 347 $68,337 $14,356 §17,459 $11,465.45 §1,201.41 $4,188.23 ($3,103)
© 504244851 1 3.00 $53,670 $12,997 $18,938 £12,899.26 $1,263.89 $4,015.79 (85,941
© 504884091 1 1.82 $56,789 $15,092 $22,592 $14,307.85 $1,236.29 $6,177.97 ($7,500)
© 504411875 1 1.96 $50,279 £11,540 $£24,292 216,440.26 £593.26 $6,039.83 (812,751)
% Bypass Cerebral Ventricle to Peritoneal Cavity with 5 2.03 $377.017 $58,165 $99.866 $66,589.535 §3,385.09 $25,896.49 (541,701)
Synthetic Substitute, Percutaneous Approach
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Summary

Multiple advisory firms provide consistent messaging:
* System wide revenue enhancement
* System wide denial avoidance
* Clinical Transformation to delivery higher quality care at lesser cost

* Move toward integration of cost and revenue into revenue cycle
management

* Data analytics is key to maximizing the margin
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