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High expenses persisted in the first month of 2023 following a difficult 2022 for hospitals, health systems, and
physician groups nationwide. Key trends for January include:

« Hospital expenses remained high as the repercussions of inflation and other economic challenges continued into
the new year

+ Emergency department labor expenses jumped about 50% nationwide compared to pre-pandemic levels

+ Hospital operating margins rose year-over-year for the first time in 13 months compared to sizable declines
during last year's Omicron surge

+ Physician expenses continued to climb, contributing to an increase in investments needed to support physician
practices

High expenses that strained U.S. healthcare organizations throughout 2022 persisted in the first month of 2023.
Hospitals and health systems began the year with a 2% year-over-year (YOY) increase in Total Expense and a 4.8%
jump in Total Non-Labor Expense, driven in part by sizable inflation and other economic difficulties over the past 12
months.

Total Labor Expense had a relatively minimal increase at just 0.6% YOY in January due to its comparison against
January 2022, when many hospitals faced significant labor expense increases due to staffing shortages and a spike
in contract labor costs amid the Omicron surge.

Looking back further, a sizable jump in emergency department (ED) labor expenses over the past three years
illustrates the long-term effects of widespread labor shortages, and a new normal for high ED labor expenses.
Nationwide, the median ED Labor Expense per Visit rose to $186 in January, up 49.9% compared to before the
pandemic in January 2020. At the same time, median ED Visits decreased -9.5%. Hospitals in the West had both the
highest ED Labor Expense per Visit at $260 in January, and the biggest increase from January 2020 at 52.4%.

Hourly wages paid to registered nurses (RN) represent a significant share of overall ED labor costs. Median ED Hourly
Rates for RNs nationwide, including both employed and contract nurses, rose to $42.24 in January 2023, up 19%
from January 2020.

Even with the expense increases, hospital operating margins rose YOY in January for the first time since December
2021. The median change in hospital Operating Margin increased 3.7 percentage points compared to January 2022,
when hospital margins dropped under the pressures of the Omicron surge. Compared to December 2022, however,
the median January 2023 change in Operating Margin was down -2.2 percentage points.

The level of investment needed to support physician practices continued to climb due to ongoing high expenses. The
annualized median Investment per Physician Full-Time Equivalent (FTE) for the three-month period ending in January
was up 2.9% versus 2022 levels at $252,358.


https://www.syntellis.com/resources/report/wage-increases-drive-high-hospital-labor-costs-amid-workforce-shortages

Market Analysis

Key January market analysis metrics include:

ED Labor Expense per Visit nationally o
(Jan. 2020 to Jan. 2023) +49.9%

Labor Expense per ED Visit nationally S'] 86
Median ED RN Hourly Rate nationally S4224
ED Labor Expense per Visit in the West

pense® +52.4%

(Jan. 2020 to Jan. 2023):

Labor Expense per ED Visit in the West S260

ED Labor Expenses Up Significantly
from Pre-Pandemic

ED labor expenses jumped about 50% or more for U.S. hospitals over

the past three years as factors such as inflation and nationwide labor
shortages created a new normal in high ED expenses. The increases have
come despite overall volume declines. Nationwide, the median ED Labor
Expense per Visit rose 49.9% in January compared to before the pandemic
in January 2020, while median ED Visits decreased -9.5%.

Hospitals in the West had the biggest increase in ED Labor Expense

per Visit at 52.4% from January 2020 to January 2023, but saw a -5.8%
change in ED Visits over the same period. Hospitals in the Midwest had
the biggest decrease in ED Visits at -15.6% and had a 50.5% increase in ED
Labor Expense per Visit over the three-year period.

Emergency Departments Jan. 2020 vs. Jan. 2023
Labor Expense and Visits by Region

. . 52.4%
49.0% 50.5% 50.1% 49.4%

-9.5% -8.7% -8.8%
-15.6%
National Great Plains Midwest Northeast South

m ED Visits m ED Labor Expense per Visit
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Labor Expense per Emergency Department Visit
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Trends over time show steady increases in ED labor expenses despite
fluctuations over time, especially with peaks occurring early in the
pandemic and during last year’s Omicron surge. Over the past four years,
Labor Expense per ED Visit for hospitals nationwide has ranged from a
low of $117 in May 2019 to a high of $230 during the Omicron surge in
February 2022.

In January, EDs nationwide saw labor expenses climb to their highest
level in nine months, with a median Labor Expense per ED Visit of $186.
Hospitals and health systems in the West had the highest ED labor costs,
with Labor Expense per ED Visit of $260 in January. Hospitals in the
South had the lowest Labor Expense per ED Visit at $153 for January.

Emergency Department Registered Nurse Median Hourly Rates

By Region
Jan. 2023
Median:
$39.46
Ja:i2°?3 Jan. 2023 Jan. 2023
M4ez ';: Median: Median: 23%
&2 $40.28 $43.16 Jan. 2023
Jan. 2023 Median:
% 18% 18% Median: $45.84
$42.76 -
13%
9 5%
National Great Plains Midwest Northeast South West

m Jan. 2020 vs. Jan. 2023 m Jan. 2022 vs. Jan. 2023

To further illustrate rising labor costs, an analysis of median hourly wage
rates for registered nurses (RNs) — which represent a large share of
overall ED labor costs — shows significant increases over the past three
years. Including both employed and contract RNs, the median hourly
rate for hospitals nationwide was $42.24 in January 2023, up 4% from
January 2022 and up 19% from January 2020.

EDs in the West had the highest median RN Hourly Rates at $45.84 in
January, up 3% from January 2022 and 15% from January 2020. Hospitals
in the South had the lowest median RN Hourly Rate at $39.46 in January
but had the biggest increase in the metric from pre-pandemic levels. The
metric was up 23% in January compared to the same month in 2020.
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Imaging Provides a Major Area of Revenue Growth

Imaging Volume and Revenue Grows
Jan. 2020 vs. Jan. 2023

17%

Computerized Tomography

Magnetic Resonance Imaging

3% -

Radiology

W Procedures M Revenue per Procedure M Expense per Procedure

As hospitals nationwide work to balance high expenses with revenue
growth, imaging remains an area of sizable volume and revenue increases.
Compared to before the pandemic in January 2020, Radiology had the
biggest growth in Revenue per Procedure at 12% and the biggest growth
in Expense per Procedure at 17% for January. Radiology Procedures
decreased -3% over the same period.

Computerized Tomography had the biggest increase in Procedures at 17%
from January 2020 to January 2023, while Revenue per Procedure rose
8% and Expense per Procedure increased 6%.
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Hospital KPIs

The top five financial KPIs for U.S. hospitals and
health systems for January 2023 versus the same
month last year are:

+3.7

Operating Margin: PEF;,%IIE'ZITTQGE
Total Expense: +2.0%
Total Labor Expense: +0.6%
Operating Room Minutes: _|_’| 69%
Outpatient Revenue: +1 8.70/0

Hospital Margins Up Compared to Omicron Lows

Hospital operating margins rose YOY in January for the first time since
December 2021 but decreased compared to the prior month. The median
change in hospital Operating Margin and the median change in Operating
Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA)
Margin both increased 3.7 percentage points from January 2022 to
January 2023. The increases can be attributed in part to the comparison
to January 2022, when hospital margins dropped nearly -4 percentage
points YOY under the pressures of the Omicron surge.

Operating Margins

+3.7 percentage
points

-2.2 percentage
points

W Jan. 2023 vs. Dec. 2022 | Jan. 2023 vs. Jan. 2022

Month-over-month, however, the median January 2023 change in
Operating Margin was down -2.2 percentage points and Operating EBITDA
Margin decreased -1.9 percentage points. Operating EBITDA Margin rose
YQY for hospitals in all regions, with increases ranging from 1.2 percentage
points in the Midwest to 7.5 percentage points in the Great Plains.

Syntellis Performance Trends | 6




Expenses Remain High to Start the Year

High expenses that strained healthcare organizations throughout 2022
continued in January 2023. Hospitals and health systems began the year
with a 2% YOY increase in Total Expense and a 4.8% jump in Total Non-
Labor Expense, driven in part by sizable inflation over the past year.

Expenses

1.4%

Total Expense Total Labor Expense

-0.1%

W Jan. 2023 vs. Dec. 2022 W Jan. 2023 vs. Jan. 2022

Total Labor Expense increased just 0.6% YOY in January. The relatively
minimal increase reflects its comparison against January 2022, when
many hospitals faced significant labor expense increases due to staffing
shortages and a spike in contract labor costs amid the Omicron surge.

Looking at change from December 2022 to January 2023, Total Expense
was nearly flat (down just -0.1%) and Non-Labor Expense was down -1.3%,
but Total Labor Expense rose 1.4%.

Patient Volumes Reflect Effects of Omicron

The reverberations of Omicron also were evident in January’s volume
performance. For example, Operating Room Minutes increased 16.9% in
January 2023 compared to January 2022, when many surgeries were
postponed to help mitigate the spread of COVID-19 during the surge.

Operating Room Minutes

-1.3%

B Jan. 2023 vs. Dec. 2022 B Jan. 2023 vs. Jan. 2022

January 2023 Adjusted Discharges rose 19.1% YOY, Adjusted Patient Days
increased 4.6%, and ED Visits rose 3.3%. Observation Patient Days as a
Percent of Patient Days increased 1.4 percentage points from January
2022 to January 2023 as hospitals held more patients in observation
status. Month-over-month, ED Visits and Operating Room Minutes
decreased -3.8% and -1.3%, respectively. Adjusted Discharges were down
-1.1% from December to January.
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Overall Revenues Rise Above 2022 Levels

Gross Operating Revenue increased 10.1% YOY due to a significant 18.7%
increase in Outpatient Revenue compared to outpatient declines during
Omicron. At the same time, Inpatient Revenue was down -4.4% versus
January 2022, when many hospitals were overwhelmed with inpatient
demand due to the surge.

Revenues

2 0% 2.7%
Gross Operating Revenue Outpatient Revenue
B Jan. 2023 vs. Dec. 2022 B Jan. 2023 vs. Jan. 2022

Month-over-month, Gross Operating Revenue rose 2%, Outpatient
Revenue was up 2.7%, and Inpatient Revenue increased 2.4%. Net Patient
Service Revenue (NPSR) per Adjusted Discharge decreased -9.4% YOY in
January, but was down just -0.3% month-over-month. NPSR per Adjusted
Discharge declined YOY for hospitals in all regions. The Midwest had the
biggest decrease at -12.3%.
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Physician Practice KPIs

The top five physician financial and operational KPls for
November 2022 to January 2023 (annualized) versus
2022 were:

Investment: +2.9%
Total Direct Expense: +4.7%
Productivity: ‘0.80/0
Revenue: +7.0%
Support Staff Levels: +2.30/o

Physician Investments Increase with High Expenses

Rising expenses continued to push up the level of investment needed to
support physician practices in January. Looking at November 2022 to
January 2023 annualized, Investment per Physician Full-Time Equivalent
(FTE) rose to a median of $252,358. That represents an increase of 2.9%
compared to $245,247 in 2022, and 7.7% versus $234,409 in 2021.

Investment per Physician FTE

2021 $234,409

+2.9%
2022 $245,247 A Nov.-Jan. vs. 2022

Nov. 2022- +7.7%
Jan. 2023 A LTE o

(annualized)

The annualized median Investment per Physician FTE rose YOY in four
of five regions but decreased across three of five specialties. Practices
in the Great Plains had the biggest increase at 13.8%, and the South

was the only region to see a slight YOY decrease at -1.1%. By specialty,
Medical Specialties had the biggest increase at 9.4% YOY, while Hospital-
based Specialties, Obstetrics and Gynecology (Ob/Gyn), and Primary
Care all had YOY decreases in the metric.
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Per-Physician Expenses Remain on the Rise

Expenses continued to climb for physician practices nationwide. Total
Direct Expense per Physician FTE (including advanced practice providers)
rose to $922,517 for November 2022 to January 2023 annualized, up 4.7%
from 2022 and jumping 13% from $816,219 in 2021.

Total Direct Expense per Physician FTE

2021 $816,219
+4.7%
2022 $880,953 A Nov.-Jan. vs. 2022
Nov. 2022- +13.0%
Jan. 2023 $922,517 A Nov.-Jan. vs. 2021

(annualized)

Per-physician expenses rose YOY for practices in four of five regions, and
across all specialties. By region, practices in the West had the biggest YOY
increase at 11.4% while those in the South had a slight decline of -0.9%.
Increases among different specialties ranged from a 2.9% YOY increase
for Primary Care to a 7.9% YQY increase for Surgical Specialties.

Physician Productivity Nearly Flat

Physician productivity was essentially flat, decreasing only slightly
compared to 2022. Annualized median Physician work Relative Value
Units (WRVUs) per FTE were 5,733.12 for the annualized three-month
period ending in January, down -0.8% from last year. Compared to 2021,
Physician wRVUs per FTE increased 7.3%.

Nov.-Jan. vs. 2021

Physician wRVUs per FTE
2022 PV
CE a2

(annualized)

The median annualized Physician wRVUs per FTE had moderate
increases across four of five specialties, ranging from 1.6% YOY for
Surgical Specialties to 3.7% for Hospital-based Specialties. Medical
Specialties had the only decrease in Physician wRVUs per FTE at -3% for
November 2022 to January 2023 annualized versus 2022.
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Physician Revenues Rise Above 2022 Levels

Physician revenues were up to start the new year. Median Net Revenue
per Physician FTE rose 7% over 2022 and 11.8% over 2021 to $655,367
for the annualized three-month period. Per-physician revenues
increased YQY for practices across all regions. Practices in the West
had the biggest YQOY increase at 10.5% while practices in the South had
the least increase at 1.8%.

Net Revenue per Physician FTE

2021 $586,145
+7.0%
2022 $612,476 A Nov.-Jan. vs. 2022
Nov. 2022- o
+11.8%
Jan. 2023 $655,367 A N:v’[Jgn.vs. 2021

(annualized)

Looking at different specialties, median Net Revenue per Physician FTE
increased across four of five specialties. Hospital-based Specialties had
the biggest YOY increase at 13.2% and Ob/Gyn was the only specialty to
see a decrease at-1.8% YOY.

Staffing Levels Increase to Start New Year

Physician practices saw staffing levels increase compared to recent years.
For November 2022 to January 2023 annualized, median Support Staff
FTEs per 10,000 wRVUs were 3.36. That represents an increase of 2.3%
from 2022 and 3.2% from 3.26 in 2021.

Support Staff FTEs per 10,000 wRVUs

2021 3.26

A +2.3%

Nov.-Jan. vs. 2022

A +3.2%

Nov.-Jan. vs. 2021

2022

Nov. 2022-
Jan. 2023
(annualized)

Median Support Staff FTEs per 10,000 wRVUs increased YOY across

all specialties for the three-month annualized period ending in January.
Surgical Specialties had the biggest increase at 15.3% while Primary Care
had the least increase at 1.3%.
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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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