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Jun 30,2000 Jun 30, 2001 Change Change

Total Patient Revenue

Inpatient 5,870,344,416 6,769,721,357 899,376,941 15.32%

Outpatient 4,466,897,375 5,106,973,278 640,075,903 14.33%

Total 10,337,241,791 11,876,694,635 1,539,452,844 14.89%

Medicare 3,365,491,323 3,919,374,579 553,883,256 16.46%

Medicaid 1,419,384,015 1,682,931,806 263,547,791 18.57%

Other 5,552,366,453 6,274,388,250 722,021,797 13.00%

Deductions From Revenue

Contractual Adjustments

     Medicare 1,401,557,065 1,784,641,271 383,084,206 27.33%

     Medicaid 588,046,406 746,737,132 158,690,726 26.99%

     Other 2,055,755,690 2,448,462,255 392,706,565 19.10%

     Total 4,045,359,161 4,979,840,658 934,481,497 23.10%

Charity 114,310,182 112,180,890 -2,129,292 -1.86%

Total 4,159,669,343 5,092,021,548 932,352,205 22.41%

Net Patient Revenue

Medicare 1,963,934,258 2,134,733,308 170,799,050 8.70%

Medicaid 831,337,609 936,194,674 104,857,065 12.61%

Other 3,382,300,581 3,713,745,105 331,444,524 9.80%

Total 6,177,572,448 6,784,673,087 607,100,639 9.83%

Total Operating Expenses 6,056,676,313 6,646,638,515 589,962,202 9.74%

Net Operating Income 120,896,135 138,034,572 17,138,437 14.18%

Days in Accounts Receivable

Medicare 58.2 61.9 3.7 6.35%

Medicaid 86.6 81.5 -5.1 -5.85%

Other Payers 87.1 84.5 -2.6 -2.97%

Statewide Total 77.6 76.6 -1.0 -1.28%

Utilization

Discharges 490,615 508,257 17,642 3.60%

Patient Days 2,098,454 2,191,057 92,603 4.41%

Length of Stay 4.28 4.31 0.03 0.79%

Adjusted Discharges 876,687 903,775 27,088 3.09%

Rates

Tot Rev Per Adj Disch 11,791.26 13,141.21 1,349.95 11.45%

Deductions Per Adj Disch 4,744.76 5,634.17 889.41 18.75%

Net Revenue Per Adj Disch 7,046.50 7,507.04 460.54 6.54%

Oper Expense Per Adj Disch 6,908.60 7,354.31 445.71 6.45%

Net Income Per Adj Disch 137.90 152.73 14.83 10.75%

Financial Ratios

Operating Margin 1.17% 1.16% -0.01% -0.62%

Deductible Proportion 40.24% 42.87% 2.63% 6.55%

Contractual Proportion - Total 39.13% 41.93% 2.80% 7.14%

Contractual Proportion - Medicare 41.64% 45.53% 3.89% 9.34%

Contractual Proportion - Medicaid 41.43% 44.37% 2.94% 7.10%

Contractual Proportion - Other 37.02% 39.02% 2.00% 5.40%

Charity Proportion 1.11% 0.94% -0.16% -14.58%

Total Rev/Inpat Rev 1.76 1.75 -0.01 -0.37%

Outpat Rev Percent 43.21% 43.00% -0.21% -0.49%

Medicare Rev Percent 32.56% 33.00% 0.44% 1.36%

Medicaid Rev Percent 13.73% 14.17% 0.44% 3.20%

hospTRENDS                              Volume 2001-4  October 2001                                                                                                      
ANNOUNCEMENTS


Visit the Department of Health web site at www.doh.wa.gov/EHSPHL/hospdatamenu.htm for a variety of hospital data and reports.  In addition to hospTRENDS, the site also contains copies of Health Care User Guide, Pregnancy and Childbirth Guide to Hospital Charges, Hospital Comparative Screens, Charity Care in Washington Hospitals, CHARS Standard Reports, and Directory of Washington Hospitals.  In addition, complete Year End Report and Quarterly Report data are also available. 


Are you reading your own copy of hospTRENDS?  Or, did you have to wait for a copy to circulate?  To receive your own copy of hospTRENDS, either in hard copy or electronic file attachment, please call (360) 236-4215 or send an electronic message to tom.muller@doh.wa.gov. 

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.  Postal and Internet addresses as well as telephone and FAX numbers are listed on page 5 of this issue.

PREFACE


All licensed hospitals in the State of Washington submit summary financial and utilization data to the Department of Health following each calendar quarter.  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 information describing emerging hospital utilization and financial trends to all concerned parties.


Rather than focusing on individual calendar 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 two calendar quarters of 2000 and the first two calendar quarters of 2001.  It provides a mid-year view between the 2000 and 2001 calendar years.  However, it is important to remember that this preliminary view is subject to change.  Since audits are normally performed on an annual basis, data submitted on a quarterly basis have not been subjected to the audit review process.  The hospital’s internal accounting system review and the formal procedures of outside auditors may result in changes to previously submitted data.  Any revisions resulting from the audit process will be reflected in the hospital's year-end reports.  In addition to reflecting audited data, year-end reports also provide substantially greater detail, allowing analysis of the information provided in greater depth.

SUMMARY


Total inpatient revenue increased by 15.3% and total outpatient revenue increased by 14.3% in the four quarter period ended June 30, 2001.  This is the first time since 1979 that inpatient revenue has grown more rapidly than outpatient revenue.  During the same period the growth in contractual adjustments of 23.1% was the smallest increase since the four quarter period ended March 1999. Charity care as a proportion of total patient service revenue dropped to 0.94%, which is the lowest recorded since 1979.


The increases of 9.7% in operating expenses and 6.5% in operating expenses per adjusted discharge were the largest posted since calendar year 1992.


Net operating income of $138 million and net operating income per adjusted discharge of $152.73 for the twelve month period ended June 30, 2001 were the highest recorded since the four quarter period ended December 31, 1999.  This net operating income brought the operating margin to 1.16%, which was just short of the year ago level.


Since patient days grew slightly faster than discharges, average length of stay crept upward to 4.31 days, the highest level reached since the four quarter period ended June 30, 1996.  With inpatient revenue growing more rapidly than outpatient revenue for the first time since 1979, adjusted discharges only grew by 3.1%, which was less than the 3.6% growth in inpatient discharges.


Days in accounts receivable dropped to 76.6 days in the twelve month period ended June 30, 2001, which was a reduction of 1.3% from the year earlier level and was the lowest experienced since the twelve month period ended June 30, 1998.  In the Medicaid program the reduction in days in accounts receivable during this period was 5.1 days.
  

FINANCIAL INDICATORS

   Total Patient Service Revenue


Total billed charges for patient services, which is identified as total patient service revenue, advanced by $1.5 billion  to $11.9 billion, which was an increase of 14.9%.  For the first time since 1979 inpatient revenue grew more rapidly (15.3%) than outpatient revenue (14.3%).  Medicare revenue grew by 16.5%, which was the largest increase recorded since the four quarter period ended March 31, 1992.  Although the increase of 18.6% in Medicaid revenue exceed the rates of increase in revenue from Medicare or other payers, it was still the smallest increase in Medicaid revenue since the four quarter period ended March 2000.

   Deductions from Revenue


The gain of 23.1% in contractual adjustments for the twelve month period ended June 30, 2001 is the smallest experienced since the twelve month period ended March 31, 1999.  By payer group, contractual adjustments were up by 27.3% for Medicare, 27.0% for Medicaid, and 19.1% for other payers.  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, HMOs, and other contractual payers are included in contractual adjustments for other payers.  Charity care dropped by $2.1 million to $112.2 million, which is the lowest level of charity care recorded since the twelve month period ended June 30, 1998.  This pushed the ratio of charity care to total patient service revenue down to 0.94%, which is the lowest level recorded since 1979.  This drop may be related to the increase in Medicaid revenue, since patients previously receiving charity care may now be qualifying for the Medicaid program.

   Net Patient Services Revenue


During the four quarter period ended June 30, 2001 net patient service revenue grew by 9.8%, or $607 million, from $6.2 billion to $6.8 billion.  Net patient service revenue is defined as the amount of revenue actually realized by hospitals.  When deductions from revenue grow more rapidly than total patient service revenue, the growth rate of net patient service revenue is less than the rate of increase for total patient service revenue .  This condition has existed in every four quarter period since the period ended March 31, 1996.  However, this was the largest annual increase in net patient service revenue since calendar year 1995.    

   Operating Expenses


The increases of 9.7% in operating expenses and 6.5% in operating expenses per adjusted discharge were the largest percentage increase posted since calendar year 1992.  With this increase, operating expenses reached $6.6 billion in the twelve month period ended June 30, 2001.   The increase in operating expenses per adjusted discharge exceeded the 3.2% increase in the overall consumer price index for the same period, but was slightly below the annual increase of 6.8% in the hospital services component of the index.  While bad debt expense has been a major problem in some areas, it does not appear to be a significant factor in Washington hospitals.  The current level of 1.89% of total patient service revenue is well below the 3.11% reached in 1984.  Over the past six years, bad debts have ranged from 1.64% to 1.93% of total patient service revenue.

   Net Operating Income


During the four quarters ended June 30, 2001 net operating income advanced to $138.0 million, which is 21.4% over the previous quarter, 37.2% over calendar year 2000 and 14.2% over the year ago level.  Net operating income per adjusted discharge of $152.73 was 10.8% over the year ago level and was the highest recorded for a four quarter period since calendar year 1999.


Net operating income is not distributed uniformly among the hospitals of Washington.  A total of 39 hospitals experienced operating losses totaling $79 million, while 51 hospitals realized operating gains of $217 million.  For individual hospitals operating results ranged from a loss of $17.3 million to a gain of $42.4 million.   Six hospitals had gains exceeding $10 million for a total of $107.8 million. 


The gain in net operating income over the past year also was not spread uniformly.  Most of the gain occurred in King County, Puget Sound, and Southwest Washington.  Overall, urban areas and the least remote rural areas experienced increased operating income, while remote rural and frontier rural areas incurred operating losses.   By type of ownership, not-for profit hospitals gained 24.6%, while district hospitals lost 68.4% and proprietary hospitals lost 89.0%.

Net Operating Income




         Twelve Months Ended        

      Change   

Percent Change









 June 30, 2000
June 30, 2001 
  

Statewide Total





$120,886,135

$138,034,572

+$17,148.437
         
  +14.2%

By Region:

King County




      
    10,286,804
    
    34,793,199
  
   +24,506,395
    

+238.2%

Puget Sound




  
    72,380,842

    90,575,556

   +18,194,714
 
          +25.1%


Southwest Washington

    

      8,714,707
  
    11,643,266

     +2,928,559

 
  +33.6%




Central Washington


  
      5,687,936
    
     -6,543,283 
 
    -12,231,219


 -215.0%


Eastern Washington



    23,815,846
 
      7,565,834
 
    -16,250,012


   -68.2%

By Type of Ownership


District





  
      3,740,172

      1,182,162
  
      -2,558,010
  
           -68.4%




Not-for-Profit




  
    96,973,316
 
  120,834,125
  
   +23,860,809

 
  +24.6%

Proprietary




    
      3,489,844
  
         384,753
  
      -3,105,091

  
   -89.0% 

By Population Density:


Frontier Rural



   

      2,792,657
   
     -2,899,004
 
      -5,691,661
   

  -203.8%     



Remote Rural



  

     -1,411,136
  
     -2,932,738
 
      -1,521,602


  -107.8%*
    

        Less Remote Rural


    

      7,599,370
 
     12,471,798
 
     +4,872,428


   +64.1%


       Urban






  111,905,244

   131,394,516
 
   +19,489,272

  
   +17.4%

*Mathematically, this is a positive percentage change.  However, since the change is downward, a negative  percentage change is less misleading.

UTILIZATION INDICATORS

  Discharges, Patient Days, and Length of Stay


Discharges and patient days are the primary indicators of inpatient activity.  Discharges from Washington hospitals continued to grow, reaching a total of 508,257 discharges during the four quarters ended June 30, 2001.  This was a gain of 17,642 discharges, or 3.6%, over the corresponding year ago period and was the biggest increase in discharges since the four quarter period ended September 30, 1997.   During the same period patient days advanced to a new total of 2,191,057 patient days, which is the highest level reached since the four quarter period ended September 30, 1999.  This was an increase of 92,603 patient days, or 4.4%, over the corresponding year ago period.    Since patient days grew faster than inpatient admissions, average length of stay crept upward to 4.31 days, which was the longest  average length of stay recorded since the twelve month period ended June 30, 1996.

   Adjusted Discharges


During the twelve month period ended June 30, 2001, adjusted discharges rose by 27,088, or 3.1% to 903,775 adjusted discharges.  Since inpatient revenue expanded more rapidly than outpatient revenue for the first time since 1979, adjusted discharges grew at a slower pace than inpatient discharges.  Adjusted discharges are utilized as an aggregate indicator of hospital activity.  The calculation of adjusted discharges applies factors representing outpatient activity and skilled nursing activity to inpatient discharges.

OPERATING INDICATORS

   Rates per Adjusted Discharge


Rates are calculated to apply an aggregate volume adjustment to financial indicators.  By removing the impact of volume changes, the remaining change between periods can be attributed to inflation, technology changes, and variations in efficiency.  Rates per adjusted discharge for the twelve month periods ended June 30, 2000 and June 30, 2001, and the corresponding percentage changes were: 

Rate per Adjusted Discharge







 FYE 6/30/00


 FYE 6/30/01

  % Change
Total Patient Service Revenue per Adjusted Discharge
 
  $11,791.26

   
   $13,141.21


+11.4%

Deductions from Revenue per Adjusted Discharge


      4,744.76


       5,634.17


+18.7%

Net Patient Service Revenue per Adjusted Discharge

     
      7,046.50


       7,507.04


  +6.5%

Total Operating Expense per Adjusted Discharge


      6,908.60


       7,354.31


  +6.5%

Net Operating Income per Adjusted Discharge



         137.90

 
          152.73


+10.8%


Since aggregate volume increased between the fiscal periods ended June 30, 2000 and June 30, 2001, the percentage changes in rates per adjusted discharge are less than the corresponding changes in the financial indicators before volume adjustment.

FINANCIAL RATIOS


The relationships between financial indicators are reflected by financial ratios.  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


The average amount of time necessary to convert accounts receivable into cash is reflected in the days in the accounts receivable ratio.  In this report days in accounts receivable is calculated on an annual gross basis.  Days in accounts receivable for the four quarter period ended June 30, 2001 averaged 76.6 days, which was a decrease of 1.0 days, or 1.3% from the year earlier period and was the lowest level experienced since the twelve month period ended June 30, 1998.  By payer group, days in accounts receivable averaged 61.9 days for Medicare, 81.5 days for Medicaid, and 84.5 days for other payers.  In the Medicaid program, days in accounts receivable fell by 5.1 days, or 5.9%.  Currently Medicare has the least days in accounts receivable, Medicaid is next, and other payers have the most days in accounts receivable.  However, the gaps between payer groups are narrowing over time.

Operating Margin


During the twelve month period ended June 30, 2001 operating margin jumped to 1.16%, which was 28.0% above the calendar year 2000 level and was almost back to the year earlier level.  From the four quarter periods ended June 30, 2000 to June 30, 2001 operating margins were up substantially in the King County area and down substantially in the Central Washington and Eastern Washington areas.  Operating margins were down significantly for frontier rural hospitals and remote rural hospitals, but up significantly for less remote rural hospitals.   

Operating Margin 




       Twelve Months Ended    


     Change  

Percent Change    








       June 30, 2000

June 30, 2001


Statewide Total





1.17%


1.16%


 -0.01%


    -0.6%

By Region:

King County





0.23%


0.67%


+0.44%


+192.5%

Puget Sound





2.95%


3.13%


+0.18%


    +6.2%

Southwest Washington



0.78%


0.92%


+0.14%


  +17.5%

Central Washington



0.64%

       -0.65%


 -1.29%


 -201.7%

Eastern Washington



1.76%


0.51%


 -1.25%


   -70.9%


By Type of Ownership:

District






0.27%


0.08%


 -0.19%


   -72.0%

Not-For-Profit





1.27%


1.37%


+0.10%


    +7.8%

Proprietary





1.19%


0.13%


 -1.06%


   -89.4%

By Population


Frontier Rural





4.59%


-4.43%


 -9.02%


  -196.7%


Remote Rural



   
       -0.51%


-0.96%


 -0.44%


    -87.1%*


Less Remote Rural




0.73%


 1.08%


+0.35%


   +48.6%


Urban






1.25%


 1.27%


+0.02%


     +1.6%

*Mathematically, this is a positive percentage change.  However, since the change is downward, a negative percentage change is less misleading.

   Deductible Proportion (Including Component Parts)


The deductible, contractual, and charity care proportions compare total deductions from revenue and its major components to total patient services revenue.  The Medicare contractual, Medicaid contractual, and other contractual proportions compare each payer group’s contractual adjustments to the corresponding total patient service revenue for the same payer group.  The deductible proportion reached 42.9% and the contractual proportion reached 41.9%, which were new highs, during the four quarter period ended June 30, 2001.  Although the Medicare contractual proportion is slightly higher, the variation in contractual proportions by payer group is becoming far less significant.  The charity care proportion has fallen to 0.94%, which is the lowest level recorded since 1979.  Since Medicaid revenue is now growing more rapidly than total patient services revenue, patients previously receiving charity care may now be qualifying for medical assistance under the Medicaid program.

   Inpatient and Outpatient Revenue


The relationship between inpatient and outpatient revenue is reflected in the proportion of total revenue to inpatient revenue and in the outpatient revenue percentage.  For the first time since 1979 inpatient revenue is now growing more rapidly than outpatient revenue.  It is too early to determine if this is the start of a new trend, or just a short term anomaly.  Between the twelve month periods ended June 30, 2000 and June 30, 2001, the outpatient revenue percentage dipped from 43.2% to 43.0%, while the ratio of total patient revenue to inpatient revenue declined from 1.76 to 1.75

   Medicare and Medicaid Revenue


The Medicare revenue percentage and the Medicaid revenue percentage indicate the proportion of total hospital business that these programs represent.  In the four quarter period ended June 30, 2001 the Medicare percentage was 33.0% and the Medicaid percentage was 14.2%.  The Medicare percentage reached a low of 32.5% at the end of calendar year 2000 and has started upward during 2001.  The current level is the highest since calendar year 1998.  After declining for the entire time span covered by this series of reports, the Medicaid percentage registered an increase in the four quarter period ended March 31, 2000 and has been climbing ever since. During the past year it has grown by 3.2%.   This increase in the proportion of Medicaid business may be related to the decline in charity care during the same period.
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Jun 30,2000 Jun 30, 2001 Change Change

Total Patient Revenue

Inpatient 5,870,344,416 6,768,551,989 898,207,573 15.30%

Outpatient 4,466,897,375 5,106,244,515 639,347,140 14.31%

Total 10,337,241,791 11,874,796,504 1,537,554,713 14.87%

Medicare 3,365,491,323 3,918,828,828 553,337,505 16.44%

Medicaid 1,419,384,015 1,682,687,335 263,303,320 18.55%

Other 5,552,366,453 6,273,280,341 720,913,888 12.98%

Deductions From Revenue

Contractual Adjustments

     Medicare 1,401,557,065 1,784,109,378 382,552,313 27.29%

     Medicaid 588,046,406 746,220,775 158,174,369 26.90%

     Other 2,055,755,690 2,448,391,337 392,635,647 19.10%

     Total 4,045,359,161 4,978,721,490 933,362,329 23.07%

Charity 114,310,182 112,169,990 -2,140,192 -1.87%

Total 4,159,669,343 5,090,891,480 931,222,137 22.39%

Net Patient Revenue

Medicare 1,963,934,258 2,134,719,450 170,785,192 8.70%

Medicaid 831,337,609 936,466,560 105,128,951 12.65%

Other 3,382,300,581 3,712,719,014 330,418,433 9.77%

Total 6,177,572,448 6,783,905,024 606,332,576 9.82%

Total Operating Expenses 6,056,676,313 6,645,447,697 588,771,384 9.72%

Net Operating Income 120,896,135 138,457,327 17,561,192 14.53%

Days in Accounts Receivable

Medicare 58.2 61.8 3.6 6.26%

Medicaid 86.6 81.7 -4.9 -5.70%

Other Payers 87.1 84.6 -2.5 -2.84%

Statewide Total 77.6 76.7 -0.9 -1.21%

Utilization

Discharges 490,615 508,223 17,608 3.59%

Patient Days 2,098,454 2,190,956 92,502 4.41%

Length of Stay 4.28 4.31 0.03 0.79%

Adjusted Discharges 876,687 903,797 27,110 3.09%

Rates

Tot Rev Per Adj Disch 11,791.26 13,138.79 1,347.53 11.43%

Deductions Per Adj Disch 4,744.76 5,632.78 888.02 18.72%

Net Revenue Per Adj Disch 7,046.50 7,506.01 459.51 6.52%

Oper Expense Per Adj Disch 6,908.60 7,352.81 444.21 6.43%

Net Income Per Adj Disch 137.90 153.20 15.29 11.09%

Financial Ratios

Operating Margin 1.17% 1.17% 0.00% -0.30%

Deductible Proportion 40.24% 42.87% 2.63% 6.54%

Contractual Proportion - Total 39.13% 41.93% 2.79% 7.14%

Contractual Proportion - Medicare 41.64% 45.53% 3.88% 9.32%

Contractual Proportion - Medicaid 41.43% 44.35% 2.92% 7.04%

Contractual Proportion - Other 37.02% 39.03% 2.00% 5.41%

Charity Proportion 1.11% 0.94% -0.16% -14.58%

Total Rev/Inpat Rev 1.76 1.75 -0.01 -0.37%

Outpat Rev Percent 43.21% 43.00% -0.21% -0.49%

Medicare Rev Percent 32.56% 33.00% 0.44% 1.36%

Medicaid Rev Percent 13.73% 14.17% 0.44% 3.20%
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