Market Analysis and Monthly
Hospital & Physician KPIs




2022 continues to be a very difficult year for the nation’s healthcare providers as hospitals, health systems,
and physician practices again saw depressed performance in October despite gains in some areas. Key
trends include:

Demand Rlses for * Pediatric nursing demand rose due to a spike in hospitalizations of children with severe respiratory illnesses

c + Outpatient revenues continued to climb and inpatient revenues declined, reflecting increased demand for
OUtpatlent and outpatient services

Ped iatric |n patient + Hospital operating margins dropped for the tenth consecutive month as labor shortages and inflation

S . H . I continued to drive up total hospital expenses
ervi Cesl 0s p Ita + Volume-adjusted hospital expenses declined for a second month signaling some potential easing of long-running

Margin Losses Persist expense pressures

+ Physician expenses remained high contributing to a slight increase in physician investments despite revenue
and productivity gains

U.S. hospitals saw demand for pediatric inpatient care services rise in October due to a spike in
hospitalizations of children with severe respiratory illnesses such as respiratory syncytial virus (RSV),
rhinovirus (RV), and enterovirus (EV)!

Pediatric Nursing Patient Days were up 7.3% year-over-year (YOY) in October and up 6.8% compared to
before the pandemic in October 2019. By comparison, overall hospital Patient Days were down -6.9% YOY.
High hospitalization rates among children led the nation’s pediatricians — represented by the Children’s
Hospital Association and the American Academy of Pediatrics — to ask the Biden administration in a
November 14th letter to declare an emergency to give providers more flexibility to care for patients.?
According to the letter, more than 75% of pediatric hospital beds are full nationwide, with many states
reporting more than 90% occupancy.

Despite high pediatric inpatient demand, overall inpatient demand was down for the month. October’s data
show a clear shift from inpatient to outpatient services, with Gross Outpatient Revenue up 9.9% YOY while Gross
Inpatient Revenue declined -3.1% YOY.

Healthcare providers continued to contend with high labor and non-labor costs. Hospitals and health systems
endured a tenth consecutive month of operating margin declines as a result — with no margin improvements
for all of 2022 and just two months remaining in the year. The median hospital Operating Margin was down
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-2.0 percentage points compared to October 2021 and down nearly -6 percentage points from October 2019.
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Total expense increases again outpaced revenue growth for the month.
Ongoing workforce shortages contributed to a 3.5% YOY rise in Total Labor
Expense in October. Inflation also continued to push up Total Non-Labor
Expense, which was up 5.9% YOY. By comparison, Net Operating Revenue
was up just 1.2% YOY.

While total expenses rose, median hospital expenses per adjusted volumes
declined YOY for a second consecutive month, suggesting some potential
easing of expense pressures after eight months of YOY increases. The declines
were smaller than in September, however, with Total Expense per Adjusted
Discharge down -1.4% YOY compared to -5.6% YQOY the month before.

The level of investment needed to support physician practices rose slightly
in October due to increasing expenses. The annualized Investment per
Physician Full-Time Equivalent (FTE) for the month was up 0.7% versus 2021
levels at $237,467.

€€ October's data show a clear shift from
Inpatient to outpatient services, with Gross
Outpatient Revenue up 9.9% YOY while Gross
Inpatient Revenue declined -3.1% YOY. 2

" Restrepo, M.L., Kelly, M.L.: “There’s a Spike in Respiratory lliness Among Children—And It's Not Just COVID.” NPR,
Oct. 11,2022.

2 Children’s Hospital Association, American Academy of Pediatrics: Letter to President Biden and Secretary of the
Department of Health and Human Services Xavier Becerra. Nov. 14, 2022.
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Market Analysis

Key October year-over-year market analysis
metrics include:

Pediatric Nursing Patient Days +/.3%
Total Labor Expense +3.5%
Net Operating Revenue +1 ,2%
Imaging Services Gross Patient Revenue per Test +4.3%
Surgical Services Gross Patient Revenue per Minute +57%

Pediatric Nursing Demand Climbs with Spike in
Respiratory llinesses

U.S. hospitals saw demand for pediatric inpatient care services rise
in October due to a spike in hospitalizations of children with severe
respiratory illnesses such as RSV, RV, and EV.

Pediatric Nursing Patient Days were up 7.3% YOY in October and up

6.8% compared to before the pandemic in October 2019. By comparison,
Patient Days for Intermediate Care Nursing, Oncology Nursing, Medical
Surgical Nursing, and Orthopedic Nursing all declined YOY at -0.2%, -1.3%,
-2.3%, and -3.3%, respectively. Overall Hospital Patient Days were down
-6.9% YOY.

Patient Days Surge in Pediatric Nursing
Hospitals Nationally
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Expense Pressures Drive a Tenth Month
of Margin Declines

Margin Declines Continue as
Expense Increases Outpace Revenue Growth

Compared to October 2021 and 2019
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points 6.9%

Net Operating
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Operating Margin Patient Days Labor Expense Non-Labor Expense

M Oct-19 vs. Oct-22 W Oct-21 vs. Oct-22

High labor and non-labor costs continued to plague the nation’s
healthcare providers in October, as total expense increases again
outpaced revenue growth. U.S. hospitals and health systems endured a
tenth consecutive month of operating margin declines as a result, with no
margin improvements for all of 2022 and just two months remaining in
the year. Since before the pandemic in October 2019, the median hospital
Operating Margin dropped nearly -6 percentage points.

Ongoing workforce shortages contributed to a 3.5% YOY rise in Total
Labor Expense in October. Compared to October 2019, the metric
jumped 18.9%. Inflation also continued to push up Total Non-Labor
Expense, which was up 5.9% YOY and up 13.1% versus October 2019.
By comparison, Net Operating Revenue was up just 1.2% YOY and 9.2%
compared to October 2019.

Revenue Growth Helps Lessen Margin Losses

Imaging Services Procedures and
Revenue Growth Help Shrink Margin Losses
Indexed at Oct-21

Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22

—e— Gross Patient Revenue per Procedure —e— Imaging Procedures

While total expense growth continues to outpace revenue growth, revenue
increases are helping to lessen margin losses with high demand in
specific areas.

For example, Imaging Procedures generally rose (despite fluctuations
month to month) since dropping during the Omicron surge in February
2022. For October, Imaging Procedures were up 4.5% YOY. The increase
contributed to a 4.3% YOY rise in Imaging Services Gross Patient Revenue
per Procedure for the month.
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Top Areas of Revenue Growth
Gross Patient Revenue per Unit of Service

13.6%
Emergency Services

3.0%

14.2%
Imaging Services
4.3%

14.7%
Laboratory Services

16.4%
Surgical Services

m Oct-19vs. Oct-22  ® Oct-21 vs. Oct-22

Further analysis revealed other top areas of revenue growth for the month
included surgeries, labs, and emergency services. Surgeries had the
highest growth, with Surgical Services Gross Patient Revenue per Minute
up 5.7% YOY and jumping 16.4% versus October 2019. Labs and imaging
had the second highest growth, with Gross Patient Revenue per Unit of
Service for both up 4.3% YOY and more than 14% versus the same month
in 2019,
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Hospital KPIs

The top five financial KPIs for U.S. hospitals and
health systems for October 2022 versus the same
month last year are:

2.0
Operating Margin: PEFIiCOEII\\llTTSAGE
Labor Expense per Adjusted Discharge: -1.7%
Total Expense per Adjusted Discharge: -1.4%
Adjusted Discharges: +37%
Outpatient Revenue: +9_9%

Hospital Margins Remain Down Since January

Improvements in volume-adjusted expenses in October were not
enough to prevent a tenth consecutive month of hospital operating
margin declines. The median change in Operating Margin dropped -2.0
percentage points YOY and -0.5 percentage point month-over-month.

Operating Margins

-0.5 percentage
point

-2.0 percentage
points

B Oct. 2022 vs. Sept. 2022 B Oct. 2022 vs. Oct. 2021

The median change in Operating Earnings Before Interest, Taxes,
Depreciation, and Amortization (EBITDA) Margin decreased -1.9
percentage points YOY and -0.5 percentage point versus September.
Operating EBITDA Margin was down YOY for hospitals across four

of five regions, with declines ranging from -0.9 percentage point in
the Northeast/Mid-Atlantic to -3.4 percentage points in the Midwest.
Hospitals in the West had a slight YOY increase at just 0.3 percentage
point for the month.
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Volume-Adjusted Expenses Improve
for a Second Month

Median hospital expenses per adjusted volumes declined YOY for a second
consecutive month in October, suggesting some potential easing of
expense pressures after eight months of YOY increases.

However, the declines were smaller than in September. For example,
Total Expense per Adjusted Discharge was down -1.4% YOY compared to
-5.6% YQY the month before. For October, Labor Expense and Non-Labor
Expense per Adjusted Discharge decreased -1.7% YOY and -0.7% YOY,
respectively. Only Purchased Service Expense per Adjusted Discharge
increased at just 0.9% YOY.

Expenses

4.5%

3.0%

Labor Expense per Adjusted Discharge Total Expense per Adjusted Discharge

-1.7%

B Oct. 2022 vs. Sept. 2022 B Oct. 2022 vs. Oct. 2021

Month-over-month, however, adjusted expenses continued to rise with Total
Expense and Labor Expense per Adjusted Discharge up 3.0% and 4.5%,
respectively. Labor Expense per Adjusted Discharge was down YQOY for
hospitals in the West (-6.8%) and South (-10.5%), but rose YOY for those in
the Northeast-Mid-Atlantic (2.0%), Midwest (3.3%), and Great Plains (6.3%).

Patient Volumes Up from 2021 Levels

Patient volumes improved across most metrics YOY. Adjusted Discharges
rose 3.7% YOY but decreased -1.0% month-over-month, while Adjusted
Patient Days increased 1.3% YOY and 2.3% month-over-month. ED Visits
were up 7.4% YQY, Operating Room Minutes rose 3.4% YOY, and Average
Length of Stay (LOS) decreased -2.7% YQY — likely due to lower patient
severity.

Adjusted Discharges

B Oct. 2022 vs. Sept. 2022 B Oct. 2022 vs. Oct. 2021

By region, Adjusted Discharges and Adjusted Patient Days both declined
for hospitals in the Midwest and Great Plains but increased for hospitals in
all other regions. Those in the West had the biggest increases at 9.4% and
5.3% YQVY, respectively.
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Revenues Reflect Shift from Inpatient to Outpatient

The data show a clear shift in demand from inpatient to outpatient
services, with Gross Outpatient (OP) Revenue up 9.9% YOV in October
while Gross Inpatient (IP) Revenue declined -3.1% YOY. Both metrics
increased month-over-month, with OP Revenue up 1.4% and IP Revenue
up 3.2% from September levels.

Outpatient Revenue

B Oct. 2022 vs. Sept. 2022 B Oct. 2022 vs. Oct. 2021

Once again, per-patient revenue declines contributed to October’'s margin
decreases. Net Patient Service Revenue (NPSR) per Adjusted Discharge
was down -3.9% YOV, outpacing improvements in Total Expense per
Adjusted Discharge for a second consecutive month. NPSR per Adjusted
Discharge was down YQY for hospitals across all regions in October, with
decreases ranging from -1.4% in the Great Plains to -7.4% in the West.
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Physician Practice KPIs Expenses Push Up Physician Investments

The level of investment needed to support physician practices rose
slightly in October due to increasing expenses. The annualized
Investment per Physician Full-Time Equivalent (FTE) for the month was

. . . - 0.7% versus 2021 levels at $237,467. Compared to $256,970 in the
The top five physician financial and operational KPIs for up / '
P phy P first year of the COVID-19 pandemic in 2020, however, the metric was

October 2022 (annualized) versus 2021 are: down 7.6%.

Investment: +0.7%
Investment per Physician FTE
Total Direct Expense: +12.2% $256,970
+0.7%
2021 $235,885 A Oct. 2022 vs. 2021
Productivity: +9 5% 6
Oct. 2022 v -7.6%
(annualized) $237'467 Oct. 2022 vs. 2020
Revenue: +11.4%

By region, the annualized median Investment per Physician FTE rose

Support Staff Levels: 29 YOY in four of five regions. Practices in the Great Plains had the largest
increase at 30.5% and those in the West had the only decrease at -0.8%.
Median Investment per Physician FTE also rose YOY for four specialties.
Primary Care had the biggest increase at 9.3%, and Obstetrics and
Gynecology (Ob/Gyn) was the only specialty to see a YOY decrease in
the metric at-17.9%.
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Physician Expenses Continue to Escalate

Physician practices nationwide felt the weight of ongoing expense
increases in October. The annualized Total Direct Expense per Physician
FTE jumped to $942,364, up 12.2% compared to 2021 levels and up 18.6%
from $794,315 in 2020.

Total Direct Expense per Physician FTE

2020 $794,315

+12.2%
2021 $839,762 A Oct. 2022 vs. 2021

+18.6%
$942,364 A Oct. 2022 vs. 2020

Oct. 2022
(annualized)

Expenses have steadily increased since 2020 for physician practices in all
regions and across all specialties. By region, practices in the Northeast/
Mid-Atlantic had the biggest increase from 2021 at 17.9% while those in
the West had the biggest jump from 2020 at 25.9%. Compared to other
specialties, Primary Care had the biggest increases from both 2021 and
2020 at 13.6% and 21.6%, respectively.

Physician Productivity Increases

Physician productivity also rose above 2021 and 2020 levels in October.
Annualized median Physician work Relative Value Units (WRVUs) per FTE
for the month were 5,919.65. That was up 9.5% from 5,406.38 in 2021
and up 22.9% from 4,816.62 in 2020.

Physician wRVUs per FTE

2020 4,816.62

+9.5%
2021 5,406.38 A Oct. 2022 vs. 2021

A +22.9%

Oct. 2022 vs. 2020

Oct. 2022
(annualized)

The median October annualized Physician wRVUs per FTE rose across
four of five specialties compared to 2021 and were up across all
specialties versus 2020. Ob/Gyn had the biggest increase from 2021
at 20.8% while Hospital-based Specialties had a slight decrease at
-0.3% YOY. Medical Specialties had the biggest increase in the metric
compared to 2020 levels at 28.4%.
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Physician Revenues Rise Across U.S.

The YQOY increase in per-physician investment came despite increases
in physician productivity and revenue. Median Net Revenue per
Physician FTE (including advanced practice providers) was $676,426
for October (annualized), up 11.4% from 2021 and up 25.4% compared
to $539,512 in 2020.

Net Revenue per Physician FTE

2020 $539,512

A +11.4%

2021 $607,075 Oct. 2022 vs. 2021

Oct. 2022
(annualized)

+25.4%
$676,426 A Oct. 2022 vs. 2020

The median October annualized Net Revenue per Physician FTE rose
compared to 2021 and 2020 levels for practices across all regions and
specialties. By region, physician practices in the West had the biggest
increases at 19.0% and 39.4%, respectively. By specialty, Ob/Gyn had the
biggest increase from 2021 at 19.6% while Medical Specialties had the
biggest increase from 2020 at 25.9%.

(annualized)

Staffing Levels Decrease vs. Prior Years

Staffing levels at physician practices nationwide declined in October
versus both 2021 and 2020 levels. Annualized median Support Staff FTEs
per 10,000 wRVUs were 3.54 for October, down -2.9% from 3.64 in 2021
and down -9.9% from 3.93 in 2020.

Support Staff FTEs per 10,000 wRVUs

2020

2021 W 2.9%

Oct. 2022 vs. 2021

Y -9.9%

Oct. 2022 vs. 2020

Oct. 2022

Median Support Staff FTEs per 10,000 wRVUs decreased across three
of four specialties for October (annualized) versus both 2021 and 2020.
Primary Care had the biggest declines at -5.6% from 2021 and -14.8%
from 2020. Ob/Gyn had the only increases in the metric at 2.7% and 8.0%,
respectively.
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About the Data

™

This report uses data from Syntellis’ Axiom™ Comparative Analytics, which offers
access to near real-time data drawn from more than 135,000 physicians from over
10,000 practices and 139 specialty categories, and from 500+ unique departments
across more than 1,300 hospitals. Powered by Syntellis 1Q, Axiom Comparative
Analytics also provides data and comparisons specific to a single organization for
visibility into how their market is evolving.
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https://www.syntellis.com/healthcare/comparative-analytics-software
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