
[image: image16.emf]HOSPITAL PERFORMANCE Twelve Months Ended Twelve Months Ended  Total     Percent

Sep 30, 2001 Sep 30, 2002 Change Change

Total Patient Revenue

Inpatient 6,997,992,540 8,061,253,619 1,063,261,079 15.19%

Outpatient 5,260,127,115 6,174,314,369 914,187,254 17.38%

Total 12,258,119,655 14,235,567,988 1,977,448,333 16.13%

Medicare 4,086,187,702 4,852,614,402 766,426,700 18.76%

Medicaid 1,753,629,404 2,151,153,728 397,524,324 22.67%

Other 6,418,302,549 7,231,799,858 813,497,309 12.67%

Deductions From Revenue

Contractual Adjustments

     Medicare 1,873,012,139 2,374,165,325 501,153,186 26.76%

     Medicaid 802,015,986 1,018,040,878 216,024,892 26.94%

     Other 2,534,032,117 2,961,616,043 427,583,926 16.87%

     Total 5,209,060,242 6,353,822,246 1,144,762,004 21.98%

Charity 127,345,479 187,965,599 60,620,120 47.60%

Total 5,336,405,721 6,541,787,845 1,205,382,124 22.59%

Net Patient Revenue

Medicare 2,213,175,563 2,478,449,077 265,273,514 11.99%

Medicaid 951,613,418 1,133,112,850 181,499,432 19.07%

Other 3,756,924,953 4,082,218,216 325,293,263 8.66%

Total 6,921,713,934 7,693,780,143 772,066,209 11.15%

Total Operating Expenses 6,786,115,981 7,468,480,363 682,364,382 10.06%

Net Operating Income 135,597,953 225,299,780 89,701,827 66.15%

Days in Accounts Receivable

Medicare 58.4 50.4 -8.0 -13.77%

Medicaid 77.5 72.7 -4.9 -6.26%

Other Payers 79.6 69.6 -10.0 -12.56%

Statewide Total 72.3 63.5 -8.7 -12.09%

Utilization

Discharges 512,087 513,990 1,903 0.37%

Patient Days 2,212,695 2,232,883 20,188 0.91%

Length of Stay 4.32 4.34 0.02 0.54%

Adjusted Discharges 908,046 917,384 9,338 1.03%

Rates

Tot Rev Per Adj Disch 13,499.45 15,517.57 2,018.12 14.95%

Deductions Per Adj Disch 5,876.80 7,130.92 1,254.11 21.34%

Net Revenue Per Adj Disch 7,622.65 8,386.65 764.00 10.02%

Oper Expense Per Adj Disch 7,473.32 8,141.06 667.74 8.94%

Net Income Per Adj Disch 149.33 245.59 96.26 64.46%

Financial Ratios

Operating Margin 1.85% 2.78% 0.93% 50.35%

Deductible Proportion 43.53% 45.95% 2.42% 5.56%

Contractual Proportion - Total 42.49% 44.63% 2.14% 5.03%

Contractual Proportion - Medicare 45.84% 48.93% 3.09% 6.74%

Contractual Proportion - Medicaid 45.73% 47.33% 1.59% 3.48%

Contractual Proportion - Other 39.48% 40.95% 1.47% 3.73%

Charity Proportion 1.04% 1.32% 0.28% 27.10%

Total Rev/Inpat Rev 1.75 1.77 0.01 0.81%

Outpat Rev Percent 42.91% 43.37% 0.46% 1.07%

Medicare Rev Percent 33.33% 34.09% 0.75% 2.26%

Medicaid Rev Percent 14.31% 15.11% 0.81% 5.63%
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If you are currently receiving this report on paper  via postal mail, you could be receiving it up to a week earlier by electronic mail attachment. However, if you prefer electronic mail delivery, you must ask for it. Please call (360) 236-4215 or send an electronic message to tom.muller@doh.wa.gov to change the form of delivery of your hospTRENDS report.

Visit the Department of Health web site at http://www.doh.wa.gov/EHSPHL/hospdata for a large variety of hospital data and reports. Included are patient guides, hospital discharge data and reports, and hospital financial data and reports. Also included are Directory of Hospitals, CHARS Procedure Manual,  Accounting and Reporting Manual for Hospitals, Charity Care reports and hospTRENDS.  


Your opinions are important to us. Please let us know what you like or don’t like about the content and presentation of the hospTRENDS report. Contact information is available on page 5 of this issue.

PREFACE


Summary financial and utilization data are submitted to the Department of Health on a quarterly basis by hospitals in the state of Washington. Reported data are edited, summarized, and analyzed by Hospital and Patient Data Systems staff. Specific data elements are defined in the Department’s Accounting and Reporting Manual for Hospitals. Utilizing these data, various financial and utilization rates and ratios are calculated to enhance the description of the financial condition of hospitals in the state.  The purpose of this series of reports is to provide all concerned parties with information describing emerging hospital utilization and financial trends.


Instead of focusing on individual quarters, the data in this report are aggregated into twelve month periods consisting of four calendar quarters each. This aggregation reduces the impact of seasonal fluctuations, which could distort actual trends occurring within the hospital industry.


The period covered by this report includes the last calendar quarter of 2001 and the first three calendar quarters of 2002. It provides a preview of where calendar year 2002 results are headed. However, this preview is subject to change. The quarterly reports submitted by hospitals contain interim data which have not yet been subjected to audit review. Future adjustments and/or revisions as a result of both the hospital’s internal accounting system review and the formal procedures of outside auditors may result in changes to previously submitted data. These future revisions will be reflected in the hospital’s year-end reports. The year-end reports not only reflect audit adjustments but also provide substantially greater detail, which allows analysis of the information provided in greater depth.

SUMMARY


The annual growth rates of 16.1% for total patient service revenue, 11.2% for net patient service revenue, and 10.1% for total operating expenses were the highest recorded since 1992.


While charity care expenditures reached a new high of $188 million, this was only 1.6% above the level attained in the twelve month period ended June 30, 2002.


Net operating income reached $225 million, which was the highest level realized since the four quarter period ended September 30, 1997, and was 66.2% over the year ago level. This net operating  income averaged $245.59 per adjusted discharge, which exceeded any recorded since the twelve month period ended March 31, 1998. Operating margin advanced to 2.78%, which was the highest achieved since the four quarter period ended September 30, 1998.


Accounts receivable dropped to an average of 63.5 days of  revenue, which is the lowest realized since 1980. Average days  in accounts receivable were down for all payer groups. 

FINANCIAL INDICATORS

   Total Patient Service Revenue


Total patient service revenue, which is the sum of billed charges for all hospital services, advanced by $2.0 billion to $14.2 billion, which was an increase of 16.1%. This was  more than any annual percentage increase in total patient services revenue since the twelve month period ended June 30, 1992. The growth of 17.4% in outpatient revenue was the largest percentage increase recorded since the four quarter period ended September 30, 2000. Medicare revenue advanced by 18.8% and Medicaid revenue jumped by 22.7%. The growth rate of total patient service revenue has been outpaced by the growth in Medicare revenue each twelve month period since calendar year 2000 and by the growth in Medicaid revenue each twelve month period since calendar year 1999.  

   Deductions from Revenue

For the twelve months ended September 30, 2002 total deductions from revenue reached $6.54 billion.  Growing by 22.0%, contractual adjustments reached $6.35 billion.  By payer group contractual adjustments were up by 26.8% for Medicare, 26.9% for Medicaid, and 16.9% for other payers. Medicare and Medicaid contractual adjustments have grown more rapidly than the corresponding patient service revenue every reporting period since calendar year 1997. Contractual adjustments for Medicare and Medicaid reflect the difference between billed charges and the amounts that are actually paid. The difference between billed charges and the payment rates negotiated with major health insurers, managed care plans, HMO’s, and other contractual payers is included in contractual adjustments for other payers. During the past twelve months the largest percentage growth in contractual adjustments has been in the Puget Sound region. Annual rates of increase were well below the statewide average for frontier and remote rural hospitals, while urban hospitals were slightly above the statewide average. For Critical Access Hospitals the increase in contractual adjustments was limited to 0.5%. Charity care leapt by 47.6% from the year ago total to a new high of $188 million in the twelve month period ended September 30, 2002. However, this was only 1.6% over the previous twelve month period, which ended June 30, 2002.

Contractual Adjustments





Twelve Months Ended



Change


Percent     










Sept 30, 2001


Sept 30, 2002



 


Change

Statewide Total





$5,209,060,242 

$6,353,822,247
     $1,144,762,005

22.0%

By Payer Group:


Medicare






$1,873,012,139

$2,374,165,325

$501,153,186

26.8%


Medicaid





 
   $802,015,986

$1,018,040,878

$216,024,892

26.9%


Other Payers





$2,534,032,117

$2,961,616,043

$427,583,926

16.9%

By Region:


King County





$2,262,112,713

$2,638,961,393

$376,848,680

16.7%


Puget Sound





$1,322,165,159

$1,751,933,872

$429,768,713

32.5%


Southwest Washington



   $541,295,400

   $671,894,398

$130,598,998

24.1%


Central Washington



   $396,802,185

   $476,682,656

  $79,880,471

20.1%


Eastern Washington



   $686,684,785

   $814,349,928

$127,665,143

18.6%

By Population Density:


Frontier Rural




    
     $17,810,258

     $19,706,604

    $1,896,346
 
10.6%


Remote Rural




     
     $97,095,404

   $104,199,966

    $7,104,562
  
  7.3%


Less Remote Rural



   
   $453,725,893

   $535,417,164

  $81,691,271
 
18.0%

Urban






$4,640,428,687

$5,694,498,513
    $1,054,069,826
 
22.7% 

By Type of Ownership:


District






   $561,150,189

   $661,645,042

$100,494,853

17.9%


Not-for-Profit





$4,111,679,862

$5,076,323,295

$964,643,433

23.5%


Proprietary





   $159,143,481

   $174,146,893

  $15,003,412
  
  9.4%

Critical Access Hospitals



     $70,860,451

     $71,230,262

       $369,811
  
  0.5%

   Net Patient Service Revenue


Net patient service revenue is defined as the amount of revenue actually realized by hospitals. In the four quarter period ended September 30, 2002 net patient service revenue reached $7.7 billion, which was an increase of $772 million, or 11.2%, over the corresponding period a year ago. This was the largest annual percentage increase in net patient service revenue since the twelve month period ended September 30, 1992. 

   Operating Expenses


Operating expenses are the costs of providing health care services to hospital patients. In the twelve month period ended September 30, 2002 operating expenses totaled $7.5 billion, which was an increase of $682 million, or 10.1%, over the corresponding period a year ago. This was the largest percentage increase in operating expenses since calendar year 1992. Increases in the volume of patient service utilization only account for an increase of 1.0% in operating expenses. The increase in operating expenses not related to patient volume is 8.9%. The volume adjusted increase substantially exceeds the 1.5% annual increase in the consumer price index for the same period, but is slightly below the 9.0% annual increase in the hospital services component of the index.

   Net Operating Income


During the four quarters ended September 30, 2002 net operating income advanced to $225 million, which was 66.2% over the year ago level. This was higher than any other four quarter period since the period ended September 30, 1997.  The increase was sufficient to also pull net income per adjusted discharge up to $245.59 and operating margin up to 2.78%. Although most hospitals in Washington State are operated by not-for-profit corporations or governmental entities such as public hospital districts, net operating income is an important source of funding for replacement of buildings and equipment as well as the acquisition of modern medical technology.   


UTILIZATION INDICATORS

   Discharges, Patient Days, and Length of Stay


Inpatient activity is primarily measured by discharges and patient days.  Discharges from Washington hospitals continued to grow slowly, reaching a total of 513,990 discharges during the four quarter period ended September 30, 2002.  This was a gain of 1,903 discharges, or 0.4%,  over the corresponding year ago period.  During the same interval patient days crept upward by 20,188 days, or 0.9%. Since calendar year 2000 inpatient days have grown slightly faster than inpatient admissions. As a result, average length of stay has crept upward to 4.34 days.

   Adjusted Discharges


Adjusted discharges continued to advance, reaching a total of 917,384 adjusted discharges in the four quarter period ended September 30, 2002.  This was an increase of 9,338 adjusted discharges, or 1.0%, over the four quarter period ended September 30, 2001.  Adjusted discharges are utilized as an aggregate indicator of hospital activity.  To calculate adjusted discharges, inpatient discharges are multiplied by the ratio of total patient service revenue to inpatient revenue (excluding skilled nursing facility revenue). With this adjustment, total patient service revenue per adjusted discharge is equal to inpatient revenue (excluding skilled nursing facility revenue) per inpatient discharge. Adjusted discharges are necessary for computing average rates, since total patient service revenue is the only financial indicator that can be split into inpatient and outpatient components.

OPERATING INDICATORS

   Rates per Adjusted Discharge

Rates per adjusted discharge relate hospital financial indicators to the “average” patient. Total patient service revenue per adjusted discharge is the total bill for the average patient stay. Deductions from revenue per adjusted discharge is the portion of this average bill that is not paid by Medicare, Medicaid, or health insurers, or is written off as charity care. Net patient service revenue per adjusted discharge is the amount of revenue the hospital actually receives from the average patient visit. Operating expense per adjusted discharge is the cost of providing services to the average patient. Net operating income per adjusted discharge is the amount of money the hospital is able to earn from the average patient visit. Rates per adjusted discharge for the twelve month periods ended September 30, 2001 and September 30, 2002, and the percentage changes were:


Rate per Adjusted Discharge





  
FYE 9/30/01

FYE 9/30/02

Percent Change

Total Patient Service Revenue per Adjusted Discharge 
$13,499.45

$15,517.57


+14.9%


Deductions from Revenue per Adjusted Discharge
    
  $5,876.80

  $7,130.92


+21.3%


Net Patient Service Revenue per Adjusted Discharge    
  $7,622.65

  $8,386.65


+10.0%


Operating Expenses per Adjusted Discharge

   
  $7,473.32

  $8,141.06


  +8.9%


Net Operating Income per Adjusted Discharge

            $149.33

     $245.59


+64.5%

FINANCIAL RATIOS


Financial ratios are utilized to reflect the relationship between selected financial indicators.  The financial ratios selected for this report are not all encompassing, but represent financial indicators that can be readily calculated from the data available through the quarterly reporting process as currently designed without requesting supplemental data from the reporting hospitals.


Days in Accounts Receivable


For the four quarter period ended September 30, 2002 accounts receivable averaged 63.5 days on a statewide basis. This was a reduction of 8.7 days, or 12.1%, from the corresponding year earlier period and is the lowest average realized since 1980. Medicare accounts receivable dropped by 8.0 days, or 13.8%, to 50.4 days, which was the lowest average realized in six years. Accounts receivable for Medicaid dropped by 4.9 days, or 6.3%, to 72.7 days. A significant reduction of 10.0 days, or 12.6%, resulted in an average of 69.6 days in accounts receivable for other payers. This is the lowest average recorded for this group since accounts receivable data has been reported by payer group. 

   Operating Margin


Operating margin compares net operating income to total operating revenue. During the twelve month period ended September 30, 2002 operating margin was 2.78%, which was 50.4% greater than the year earlier period and was the highest achieved since the four quarter period ended September 30, 1998.  Operating margin is a major source of funding for expansion and replacement as well as the acquisition of new medical technology. 

   Deductible Proportion  


The deductible proportion compares total deductions from revenue to total patient service revenue. For the four quarter period ended September 30, 2002 the deductible proportion reached 45.95%, which was an increase of 5.6% over the year earlier level. The deductible proportion has grown every quarter since the four quarter period ended June 30, 1995. At the current level, a hospital must bill $1.85 to realize $1.00 in net revenue.

   Contractual Proportion

The contractual proportion compares total contractual adjustments with total patient service revenue. Correspondingly, the Medicare contractual, Medicaid contractual, and other contractual proportions are computed by comparing each payer group’s contractual adjustments to the corresponding total patient service revenue for the same payer group. The total contractual proportion reached 44.6%, which was an increase of 5.0% and another new high, during the four quarter period ended September 30, 2002. The contractual proportion has grown every quarter since calendar year 1995. The Medicare contractual proportion of 48.9% and the Medicaid contractual proportion of 47.3% are well above the contractual proportion for other payers of 41.0%. The contractual proportion increased more rapidly in the Puget Sound region (8.4%) and the Southwest region (7.1%) while King County had the slowest rate of growth (2.2%). The contractual proportion expanded more quickly in urban areas than in rural areas. For Critical Access hospitals, the contractual proportion declined by 2.3% from the year earlier level.

Contractual Proportion




Twelve Months Ended



Change


Percent     










Sept 30, 2001

Sept 30, 2002




 

Change

Statewide Total





42.49%



44.63%



2.14%

5.0%


By Payer Group:


Medicare






45.84%



48.93%



3.09%

6.7%



Medicaid





   
45.73%



47.33%



1.59%

3.5%


Other Payers





39.48%



40.95%



1.47%

3.7%

By Region:


King County





42.23%



43.17%



0.94%

2.2%


Puget Sound





43.89%



47.59%



3.70%

8.4%



Southwest Washington


   
41.19%



44.11%



2.91%

7.1%



Central Washington


   
37.89%



39.55%



1.66%

4.4%


Eastern Washington


   
44.97%



47.55%



2.58%

5.7%

By Population Density:


Frontier Rural




     
26.10%



26.75%



0.64%

2.5%


Remote Rural




     
31.52%



32.24%



0.72%

2.3%


Less Remote Rural



  
38.15%



39.52%



1.38%

3.6% 

Urban






43.40%



45.61%



2.22%

5.1% 

By Type of Ownership:


District





   
34.91%



36.69%



1.79%

5.1%


Not-for-Profit





44.89%



47.20%



2.31%

5.1%


Proprietary




   
50.70%



50.33%


       -0.37%
       -0.7%

Critical Access Hospitals


     
27.85%



27.20%


       -0.65%
       -2.3%

Charity Care

The charity proportion of 1.32% for the twelve month period ended September 30, 2002 was 27.1% over the year earlier level. However, it was down slightly from the previous twelve month period which ended June 30, 2002 and equal to the four quarter period ended March 31, 2002. This indicates that the growth in charity care is leveling off. However, this leveling may be temporary. Changes implemented during the 2003 legislative session could result in a resumption of the growth in charity care.   

   Inpatient and Outpatient Revenue


The proportion of total revenue to inpatient revenue and the outpatient revenue percentage are alternate ways of looking at the relationship between inpatient and outpatient revenue. Between the annual periods ended September 30, 2001 and September 30, 2002, the outpatient revenue percentage increased from 42.9% to 43.4%, while the ratio of total revenue to inpatient revenue expanded from 1.75 to 1.77. While these ratios have risen by 1.1% and 0.8%, respectively, from the year earlier level, they are only slightly above the calendar year 2000 level.

   Medicare and Medicaid Revenue


The primary payers of hospital bills are the Medicare and Medicaid programs. The Medicare and Medicaid revenue percentages indicate the proportion of total hospital business that these programs represent. In the twelve month period ended September 30, 2002 the Medicare percentage was 34.1% and the Medicaid percentage was 15.1%. The Medicare percentage reached a low of 32.5% at the end of calendar year 2000 and has been increasing since that time. The Medicare percentage is now higher than at any time since calendar year 1997. After reaching a low of 12.9% in the four quarter period ended September 30, 1999 the Medicaid percentage has registered increases in each reporting period since that time. The Medicaid percentage is now higher than at any time since calendar year 1995. With 49.2% of total patient service revenue, the Medicare and Medicaid programs have a major influence on the financial health of hospitals.
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For additional information, comments, and suggestions, or to request extra copies of this report, please contact:
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Post Office Box 47811
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Mary Selecky,  Secretary

Department of Health
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[image: image14.emf]HOSPITAL PERFORMANCE Twelve Months Ended Twelve Months Ended  Total     Percent

Mar 31,2000 Mar 31, 2001 Change Change

Total Patient Revenue

Inpatient 5,692,532,656 6,496,073,633 803,540,977 14.12%

Outpatient 4,288,895,969 4,934,895,173 645,999,204 15.06%

Total 9,981,428,625 11,430,968,806 1,449,540,181 14.52%

Medicare 3,266,269,955 3,742,577,713 476,307,758 14.58%

Medicaid 1,338,796,209 1,620,336,015 281,539,806 21.03%

Other 5,376,362,461 6,068,055,078 691,692,617 12.87%

Deductions From Revenue

Contractual Adjustments

     Medicare 1,293,495,181 1,690,865,190 397,370,009 30.72%

     Medicaid 546,128,812 696,357,784 150,228,972 27.51%

     Other 1,941,769,463 2,321,628,506 379,859,043 19.56%

     Total 3,781,393,456 4,708,851,480 927,458,024 24.53%

Charity 118,016,344 117,001,326 -1,015,018 -0.86%

Total 3,899,409,800 4,825,852,806 926,443,006 23.76%

Net Patient Revenue

Medicare 1,972,774,774 2,051,712,523 78,937,749 4.00%

Medicaid 792,667,397 923,978,231 131,310,834 16.57%

Other 3,316,576,654 3,629,425,246 312,848,592 9.43%

Total 6,082,018,825 6,605,116,000 523,097,175 8.60%

Total Operating Expenses 5,949,398,529 6,483,250,191 533,851,662 8.97%

Net Operating Income 132,620,296 121,865,809 -10,754,487 -8.11%

Days in Accounts Receivable

Medicare 59.0 63.1 4.1 6.92%

Medicaid 88.0 81.9 -6.1 -6.97%

Other Payers 89.6 89.5 0.0 -0.05%

Statewide Total 79.4 79.8 0.4 0.54%

Utilization

Discharges 489,150 502,297 13,147 2.69%

Patient Days 2,093,973 2,154,802 60,829 2.90%

Length of Stay 4.28 4.29 0.01 0.21%

Adjusted Discharges 870,555 896,292 25,737 2.96%

Rates

Tot Rev Per Adj Disch 11,465.59 12,753.62 1,288.03 11.23%

Deductions Per Adj Disch 4,479.22 5,384.24 905.02 20.20%

Net Revenue Per Adj Disch 6,986.37 7,369.38 383.01 5.48%

Oper Expense Per Adj Disch 6,834.03 7,233.41 399.38 5.84%

Net Income Per Adj Disch 152.34 135.97 -16.37 -10.75%

Financial Ratios

Operating Margin 1.33% 1.07% -0.26% -19.76%

Deductible Proportion 39.07% 42.22% 3.15% 8.06%

Contractual Proportion - Total 37.88% 41.19% 3.31% 8.74%

Contractual Proportion - Medicare 39.60% 45.18% 5.58% 14.08%

Contractual Proportion - Medicaid 40.79% 42.98% 2.18% 5.35%

Contractual Proportion - Other 36.12% 38.26% 2.14% 5.93%

Charity Proportion 1.18% 1.02% -0.16% -13.43%

Total Rev/Inpat Rev 1.75 1.76 0.01 0.36%

Outpat Rev Percent 42.97% 43.17% 0.20% 0.47%

Medicare Rev Percent 32.72% 32.74% 0.02% 0.05%

Medicaid Rev Percent 13.41% 14.17% 0.76% 5.68%
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