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A Little Background...

Our department provides accounting support
for nine acute care facilities

Methodology was developed 3 years ago

Overall cash lookback percentage compared
to Net AR calc improved

Added 3 new facllities to our responsibilities
with no increase to FTES




AR Valuation in Healthcare

Zero Balance Accounts (ZBA)
Preparation/Reporting
Analysis

AR Valuation
Preparation/Reporting
Analysis

The numbers & percentages in this presentation do not represent any of
our facilities — they were created specifically for this presentation.



ZBA Selection Criteria

Accounts selected for the ZBA calculation are pulled
from the AR system and have the following criteria:

Are zero balance — they have been

paid/adjusted so that no remaining balance is
expected to be received.

Discharged within the last 6 ¥2 months (a

portion of the current month and the previous
six full months).



/ZBA Data

There are adjustments/exclusions made to the data prior
to calculating the write-off percentage:

Payment refunds for the accounts are pulled and the paid amount is
adjusted for refunds.

Transfers/merged accounts are accounted for, such as:
Mom/Baby — in cases where the charges related to a normal newborn
have been added to the mother’s account.

Facility Transfers — in cases where a patient was transferred from one
affiliated facility to another (and their accounts have been combined).

Excluded Accounts — during ZBA Analysis there are sometimes specific
accounts selected for exclusion.

Adjustments based on various business needs - based on unique elements
in your data set.



ZBA Calculation

The ZBA percentage is the write off percentage of
an account. To arrive at the ZBA:

Calculate the inverse of total payments received as a
percent of total charges.

Total charges are the sum of all charges, including
transfer charges.

Total payments are the sum of insurance and
patient payments, less refunds.



ZBA % Calculation

Charges

Transfer charges
Total charges

Insurance Payments
Patient Payments

Payment Refunds
Total Payments

ZBA write off %

3,000.00
1,500.00

4,500.00 Charges + transfer charges

4,500.00
900.00
1,500.00

3,900.00 Insurance Pmts + Patient Pmts - Refunds

13.33% 1-(Total Pmts/Totals Charges)



|_evels of ZBA Calculations

Minor financial class — this level is the lowest level
used in the AR valuation process.

Major financial class — this level groups types of
payors and produces a write-off percentage for the
entire group.

Weighted Average — this level groups all data at the
Inpatient or outpatient level and produces a write-off
percentage for the whole level.



Report ~ ZBA Trend
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This report provides:

A rolling 12 month trend of the ZBAs.

* ZBA % that is currently being used in the AR valuation

 Dollar impact if the current month’s calculated ZBA had been used to

value the prior month’s AR.

We use this report to easily see what fluctuations a particular financial

class has been experiencing.




Report ~ ZBA Variance

/BA Variance Report - Your Hospital
Tempéate IBA Wonth Eng 8/31/2007
Cument I8A Month End 11#30/2007

“Does not include CAP accounts

Inpatient
sing: Financial Class Priot Mo WOT  Source Cals Allaw WoR Source Calc Alow W/O%R Colc Alow
A Payar One 2,121,478 31.05% IBA 1,719,226 7E.4E% IBA. 1,643,170 -2.55% -54,023
Paryor Two 348,047 74458 IBA 244,200 77.8E6% IBA 278,025 3.40% 11,825
A Payor Three 1,490,532 6304 IBA 1014210 6. 41% IBA. 1,034,784 1.37% 20474

This report provides a more detailed comparison of the current ZBAs to
the ZBAs that were used to value the prior month’s AR. It illustrates:

» The variance of the prior month’s ZBA to the current ZBA

» The variance of the prior month’s calculated allowance to the
calculated allowance if the current ZBA had been used.




Report ~ ZBA Analysis Query

ZBA Analysis Report by Minor Finaneial Class/Patient Type

Your Hospital - For the month ending 1130072007

V. Payor Thirteen Inpatient
FPayvor Code Acct No. Total Crgs
6003 600 Payor Thirtess 1735 1044651
6003 600 Payor Thirtess 717 12323574
6003 600 Payor Thirtess 1000 §79. 41632
6003 600 Payor Thirtess 1004 £10,813.40
6003 600 Payor Thiraem 10442 F3T ARSI
6003 600 Payor Thiraem 111356 £10,03353
6003 600 Payor Thiraem 4376 E100,09E.18
6003 600 Payor Thiraem 1383 F10.21644
6003 600 Payor Thiraem 3783 19042

Trams Crgs

haeles]

Baby Crgs

BL6153E
F0.00
F0.00

51.386.71
F0.00

46345
F0.00

2 THAY
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Ins Pmis

£5,819.30
5B0,326.34
1640647
13, B62.30
$4.B3LT6
M.123.38
§63,776.82
512106
11,151 .88

PitPmts Refunds Write-Off %0
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000
000
000
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ITLID
000
§1,374.02
525750
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This query provides the patient level detail of a specified minor

financial class and patient type, which is needed for researching

fluctuations within certain groups.




Report ~ ZBA to ZBA Comparison

Your Hospital
Current ZBA to Prior ZBA Minor Financial Class Level Comparison by Payor
Inpatient - Current MoEndDate: 11/30/2007
IV.C  Payor Thirteen Prior MoEndDiate: 103412007
Current Month Prior Month

Payor ZBA Charges ZBA Payment %ofTot WO % ZBA Charges ZBAPayment % ofTot WO% Var % Tot Var WiD%
NE] 3586, 404,36 F23E6,321.0% I.3% S93E% FEZT,54581 5257 356855 43.36% oh.0a% -4.02% 0.37%
GBO63 333458537 3302, 730.08 22 45% 952% 3313,5329.50 5283,840.93 21.65% 9.52% 0.76% 0.00%
71 F516,183.99 204, 817.67 3Med%  6lEa% 3443,340.10 §172,207.18 21.048% E1.65% 3.58% -1.35%
Toe2 553, 460.58 *10,007 62 3.59%  Bd4E% ¥5B6,718.36 321,755.66 3.02% E1.64% -0.23% 2.82%
Total $1.4300653. 311 $TE4, BEG.ED 41,447 433 56 $735,262.33

This report compares the current month ZBA to the prior month ZBA at

an individual payor level. This allows us to monitor changes within a
financial class at a payor level.




Report ~ ZBA to AR Comparison

Your Hospital
ZBA to AR Minor Financial Class Level Comparison by Payor Code
Inpatient - ZBA Mo End Date:  11/30/2007
IV.C Payor Thirteen AR Mo End Date:  1/21/2008
Current AR Val ZBA Percentage: 69 10% Source: ZBA

Payor ZBA Charges ZBA Payments % of Tot WO % AR Charges AR Payments % of Tot War % Tot

G003 5506,404 36 §238,321.06 349.34% 79.36% #2060, 17065 §30.755.00 IT BT 17 1%
G0ES $334,585.37 5302, 720008 X2 45% 9.52% $104,B75.16 $0.00 1517 % T26%
T §516,18699 5204 51787 34 .63% B0.32% $123,375.43 $32.923.00 17 85% 16.76%
62 F53.480.55 F19,007.62 3.59% B di5% ¥202,916.40 336, 325.00 28.35% -25.76%
Total $1,450,655.31 $764 866 63 $5591,337 64 $140,041 00

Weighted Average Based on AR: 53.4T%

This report compares the payor mix of a minor financial class in the ZBA to
the payor mix of the same minor financial class in last month’s AR. This
allows us to judge how well the ZBA represents the current AR.




AR Valuation Selection Criteria

Debit balance accounts ~ balance greater
than zero

Data pulled by account:
Admit/Discharge Date
Primary payor
Patient type
Charges
Insurance/Patient payments
Refunds
Account balance



AR Valuation Methodology

AR is valued using a charge based methodology. This method of valuing AR
arrives at net AR based on the expected payment of total charges, not from
the AR balance.

The expected payment is calculated by applying the ZBA payment percentage
to total charges, within minor financial class and patient type.

The calculated net AR is derived by subtracting total payments received from
the expected payment.

The allowance is the difference between the AR balance and the calculated net
AR; if this amount is less than zero no allowance is booked.

Aged accounts that are allowed for at 100% are not part of this methodology.



AR Valuation Calculation

Total charges

ZBA pmt %
Expected pmt

Pmts received

Calc Net AR

Gross AR

Calc Allowance

10,000.00

21.52%
2,152.00 Total crgs * ZBA pmt %

1,000.00
1,152.00 Expected pmt - Pmts received

8,000.00
6,848.00 Gross AR - Calc Net AR



Report ~ AR Valuation Summary

YOUR HOSPITAL

Accounts Receivable Valuation Caleulation - Summary Information - Movember 2007

Grogs AR Cale &llowance  &ccts = 270 Days Total Allowance Allowance % Hat &R Calc Nat &R
Inpadant 11,665,728 B,945,722 212470 9,139,192 T8.3T% 2527537 2,527,537
Cuspatient 13,821,933 8,102,802 350,630 3,433,532 63.69% 4,328,350 4,328,350
Tiotal 25,508,711 18,043,524 03,300 18,552,824 TIIT% 5,855,887 8,855,887

This is a summary of Gross AR, Total Allowance (sum of calculated
allowance and aged accounts), Allowance % and Net AR. This
summary when compared to the prior month’s summary will provide a
high level allowance % fluctuation.



Report ~ AR Valuation

YOUR HOSPITAL
Accounts Receivable Valuation Calculation - November 2007
Gross ZBA Pmt% Expected Payments Calc Net Payment %  Gross Cale Allow ZBA
Charges and Source Payment Received AR Complete AR Allowance % WID %
Inpatient
A Payor Cine 40887238 21.52% ZBA 1.073,023 -733,785 339,208 1,482,511 1,130,213 76.81% TB43%
B Payor Two 845,853 20.12% ZBA 180,225 46,385 142,360 247,005 703,736 83.08% TRAA%
1.4 Payor Thres 1,868,842 3050% ZBA 571,585 -1,482 E70.113 1,744,465 1,174,363 67.32% 6D41%
C Payor Five 285,327 5.TE% IBA 15,324 0 15,324 288,148 252823 B4.28%  B4.22%
1.0 Payor Six 1,306,284 18.13% ZBA 253,118 -0 252,857 1,408 880 1,158,332 B2.O7% B1AT%
.8 Fayor Eight 28,600 14.14% ZBA 4,043 0 4,043 28,600 24,557 BH.EA% BL.AA%
WA Fayor Eleven 405,628 2863% ZBA 116,151 63,80 22,350 181.824 158474 BTTI% T1ATH
v.B Payor Twehe 2,782,280 3582% ZBA  1.0D3,109 -G6E, 33 34778 1,288,360 1,033,562 75.53% 64.08%
V.G Payor Thirteen 813,488 42.70% ZBA 3BE,286 -2B6,058 110,807 207,008 65.13% 51.21%
v.D Payor Fourteen 218,428 5516% ZBA 120,478 -54,485 68,013 P1.684  5H.14%  44.84%
W.E Payor Fifteen 324,618 35D06% ZBA 113,807 -24,278 EB.G28 188,160 G5.28% 64.84%
W.F Payor Sixteen 130,282 868.67% ZBA EBG,8921 -52,538 4,383 24,354 41.48% 33.33%
W.H Payor Eighteen 154,870 54.45% IBA E4,338 -7,329 77.056 28417 26.84% 4555%
. Payor Mineteen 354,832 3584% ZBA 126,473 -BD,333 45,580 158,673 TT.E@% 64.30%
W.J Payar Twenty 130,727 21.20% ZBA 27,710 0 27,710 57,8068 G6780% TBADW%
WK Payor Twenty-One 6,831 94.685% ZBA 6,485 0 6.465 366 5.35% 535%
W.L Payor Twenty-Two 416,282 77.8E% ZBA 324,843 -B7.908 228,735 28343 54,6068  20.00% 22.02%
V.M Payor Twenty-Three 300,579  28.28% IBA TE,997 -13.878 65,118 201,086 135067 AT.E2% TITI%
A Fayor Twenty-Four 165,158 0.00% CAP 0 0 0 128,303 138,303 100.00% 1DD.00%
WA Payor Twenty-Five 2,202,223 2.30% IBA 52,751 0 52,781 1,885,616 1,832,866 O7.20% B7.70%
VILA Payor Twenty-5ix 233,803 34.75% IBA B1,187 40,223 40,858 75480 34531 4574% 65.25%
VLB Payor Twenty-Seve 7244 3380% ZBA 2,488 0 2406 T.344 4,848 66.01% 66.01%
VILA Payor Twenty-Eight 802,817 0.00% CAP 0 0 0 308,576 208,576 100.00% 100.00%
VilLB Payor Twenty-Hine 1,262,784 0.00% CAP 0 -144 0 100.007% 63,388 63,368 100.00% 1DD.00%
20,294,952 472,829 -2202.437 2527337 45.56% 11474230  B945722 TTAT%
Ower 270 1.212,738 0 -314,777 0 212470 212,470 100.00%

Total Including Cwer 270 21,507,683 4729829 25174 2537537 11,686,729  9159,192 TEBIT%




Report ~ AR Aging

Your Hospital Aging by Group as of November 2007

0~30 31~&0 &1~90 #1~180 181~270 271~3460 350+ AR Bal
Inpafient
LA Payor One 1,274,273 54,832 23,684 71227 43 545 4,083 1,140 1,476,744
LB Paryor Two 488,785 157,708 20,33 570 B 095
LA Payor Thres Pa5,431 4BF 0O7 103,171 61,787 127 069 4,704 PRl 1,777,080
L Payor Free 243,136 20002 248,148
LD Paryor S 435,715 av2.674 107 427 252973 rar 14182461
W&  PayorEght 28,600 28,400
NM.A  PoyorBeven 75,5305 43,248 1374 5,744 1823 1920 183,744
.6 Payor Twelve &3, 708 154,234 92,549 313833 144,022 80,764 AT 1,468,515

This report is used to identify movements in the AR from last month to
this month, when compared to the prior month’s aging report.




Report ~ Gross AR Mix

Gross AR Mix

Y our Hospital
gy gF Friar Ma etor Friar Ma izp 07 Friar Mo Aug 0T
LA  PayorOne 2,424,392  12.42% -1,038.420 4453012 15.44% 433,492 4805505 18.54%  -221,090 5217504
I3 PayorTwo 1,547,480 A04%  &35970 pI04PE  2.43% 137,737 7PLTEl A00E 212,748 1,005,529
LA PoyorThres 2272744 BIE 236412 1936132  7.03%  -FO928 2007059 T41% 60,784 2,067 B4
L8 PaoyorFour 2304 OOI% -4,151 4447 02 2976 10,443  0.04% -1,009 11,452
LT  PayorFive 720,120  282% 320091 00029 1.47%  -28,55 438500 184 &, 551 269,028
LD Paoyorlx 2761747 1091% 248495 3030442 11I7%  &15046 2415394  DISE 493,480 1,921,707

This report trends the Gross AR by minor financial class; it is run with and
without a patient type breakdown (Inpatient and Outpatient). This report
allows us to trend payor mix shifts in AR over a 4 month period, and assists
in analyzing/explaining the shifts that may be happening in the AR valuation.



Report ~ Monthly Revenue Trend

Current Month Revenue Trend
Your Hospital
Varidnce, Variance, Varionce
Hav oF % HgcMo Octd? %  [rgrho 007 =  HiorMo Aug 07 ®
4  Poyor One 3015403 17.20% -1,386,292 4,401,605 2156% 434,809 3764886 21.30% -1071.110 4BAT RS 240D6%
LB PoyorTeo PEDADF  5.42% 3343773 444084 217TE 18ZA0 463763 24% 227360 4P0.863  3.43%
L&  Poyor Three 1175861  A4T5R -2 424 1,178,267 578%  24p.34] BIEPLS  449%  -14RT43 PRETOR  45TH
LB Poyor Four 742 D.OOR -4754 5516 00% 5514 0 000% -1.009 .00 OO01%
IS Poyor Fve £8B.342  2BO0E 300224 187,137  092% 2z 164737 093%  -49.315 214052 1.05%
LD Poyor Six 1,616,132 10428 292004 208,146 1034% 481,700 1444445 B3IR 174881 1.471.585  7.3I%

This report trends the monthly patient revenue by minor financial class. It
— shows payor mix shifts from month to month, over a 4 month period.



Report ~ YTD Revenue Trend

YTD Revenue Trend

Your Hospital
Varionce/ Varance/ Varance

Hov®? % PriorMo Oct0? %  Prorho $2007 E T PiorMg A ®
LA Poyor One 47824978 2233%® ZRD1AFS 44935403 XLEI®X 4351373 40,564,230 Z300%F 3AT75247 36824042 2 232.30%
LB Poypor Two &951,4615  3.24% 1024054 5927 5681 Rl FE0,509 5147053 293% 474950 4,492,103 9%
I.A  Poyor Thres 10495692  499% 1253254 P.440, 5386  4.E0%  1.060.720 BA73.E18 475% 1040253 7338543 4 67%
LB Poypor Four 3,257  Q00% -3,210 6467  0.DO% -3975 10,442 00I% -1,009 11,452 0o%
LT Poypor Fve 2315492 1.55% 510,238 2805454 1.43% 199813 2405442 145% 182 916 2435724 1.52%
.0 Porpor 3ix 22206,208 10.37% 1933646 MIT4441  10.20%  ZIPETS] 16075,600 1024% 2035757 16037934  10L10%
LB Poypor Sght 2004506 2 OR4E 54,214 1.950,192 099% 24,356 1925827 108% 54,703 1,667,124 1.16%

This report trends the YTD patient revenue by minor financial class. It
shows payor mix shifts in YTD revenue from month to month, over a 4
month period.




Report ~ AR Contractual Tool

.1 Reviewsd By
I%; YOUR HOSPITAL e
. ) Balance Sheet Report: A/R and Contractuals - Detail by Minor Payoer Groupings )
Sutter Henlth For the Month Ending November 30, 2007
Sqcrgazento Sierea flegion Az of D/30/5008
| _ INPATIENT DUTPATIENT
Recordsd Recorded [|allow as| Oct [Cha § Mat Racordad Recorded [|ABow aa] oOct [Change|$ riaill
Payor Type AR alowance ||%of AR| o In% |of%Ch AR Anowance |[%of AR| o In% |of% Cha
Payor One 1,476,744 1137447 TTO0% TETR  27% -35,465 1,547,543 1686065  B6.6% E7.O% -1.3% -25,535
Payor Two 847,095 73735 83A% TTE%  54% 46,136 720,334 645081  B95% HA%  -1.5% -11,010
Payor Three 1, 777079 1206967 679% 695% -16% 26,747 495,664 466,374 941% OTA% 3% -15,785
Payor Four o 0 0O0%  O0%  00% a 2,306 2304 B56% G3EW 1.5% 40
Payor Flve 268,148 252823 943 979% -16% 873 451,972 433544  DED% WTI% -1.7% -5.472
Payor Sy 1,418,961 1,166,304 823% TIE% 9.5% 135,480 1,352,785 1,373,065  G934% 064%  -30% -400,35E

This report presents the recorded allowance as a percent of total AR
compared to the prior month’s percentage, and the dollar impact of the
percentage change. This report identifies the payor groups that are having
the greatest impact on the current AR valuation.



Report ~ Cash Lookback

Period

August 2006
September 2006
Codober 2006
Kovember 2006
Decembsr 2006
January 2007
February 2007
March 2007

Your Hospital

Net Cash Collections Compared to A/R Balance
For the Period August 2006 through Cctober 2007

Net Cash Callectedin__ Total % Cash %of [Historical] oo
Months Since Net AR Calculation Cash [Related Related | Met | NetAR |Collection -

T ] 2 ] 2 ] & ] 5] ¢ 7 ¥ | 5 | W | 1 | 32 ] 18 | 14 ] 15 |Coliected |[toAR| toaR AR |collected % |REcoveries
4,418,233 1,798,977 852,256 256,509 334,008 343,058 =237 104,553 5455 205247 =332 -HT236 35462 Erd e ] 26510 9,286,560 96.9% 8,996,106 8280435 108.5% 100.0% B0ESTE
4,460,652 1,653,042 1.290,081 525,919 435,203 281,553 161,563 113,385 217283 102331 200668 AT 7R T142s BETE o 9,155,770 972% 8,896,143 8,106,906 109.8% 99 T% 614,703
3,962,025 2,155,747 782,218 £13,343 358,237 158,633 161,980 3516 114,486  -179,38% 67,805 108,895 B4850S a o 8663328 97.1% 8406815 7836912 107.3% 90 3% 93289
4,460,265 1,822,171 £81,655 520,782 54,380 183,525 ITEESS 138338 -174.255 B1.084 114,574 125383 o o o BATESZS OT.1% 8,231,187 8,045,696 102.3% O95.5% A1E.014
3,587,241 4,655,548 244,856 453,507 267,252 310,602 132,850 -154.476 05,454 141,338 183375 o o o o 7.907,587 947% T.A09E48 7,507,314 28.6% 95.3% BA0T35
4,008,859 2,034,635 1.094,248 421,401 355,972 167,277 -35,820 173,348 193,511 314,543 o o o o ] 8,666,364 96.0% 8,323,136  B,6E5,216 85.6% W% 358,324
4,194,654 2,099,878 E1E,E24 547,902 BZ5,074 -31,257 7,247 235,451 3E5,439 o o o a a o 8901,253 947% 8,432,077 8,849,692 05.3% 96.4% STT0S
4,883,963 1,4584328 #3532 1,006,648 &8,158 55703 =77 334,165 o o o o o o o 9276,312 95.9% 8,8599.520 9,534 B5T L31.3% 95.0% 516501

This report trends net cash collections for a rolling 15 months. Net cash
collections are all cash collections, including bad debt, less any refunds,
returned checks and miscellaneous cash adjustments. This report allows a
comparison of the calculated net AR over the past 15 months to the realized
net AR (cash collections).




Final Report ~ Journal Entr

YOUR HOSPITAL Prepared By: Jane Doe
PROVIDER NO.: [5-X000¢
PERIOD ENDING: 11/30¢2007 Appraved By
FISCAL YEAR END: 12/31/2007 Joumal Entry®  RJ 3599
YOUR HOSPITAL
SUMMARY JOURNAL ENTRY
GIL
11/302007 11/30:2007 11302007
BALANCE PRELIM ADJUSTMENT
ACCT. M. DESCRIPTION CALCULATED  END BALANCE NEEDED
GROUP ONE
W00 JOON0KK K000 PAYOR TWENTY-FIVE ALLOW (53,132,830 (S3095.572) (S3T.267)
SUBTOTAL - GROUP OME (53,132,839 (53,005,573 537.967)
GROUP TWO
JOOOCE J0000L K000 PAYOR, TWO ALLOW - 1P (703,735 (5254,799) (S44E,935)
JOO00( J0000C J00KE PAYOR TWO ALLOW - O (SE45,061) ($518,826) ($126,255)
JOOOK 0000 J00K0 PAYOR. ONE ALLOW - 1D (51,137,447} ($1,601,347) 463,901
MO0 JOKNKK HO000  PAYOR. ONE ALLOW - OF {51,686,065) (s2064%2) 5330427
SUBTOTAL - GROUP TWO (54,172,328 (54,391 365) 315,138




Thanks for your time...

Questions???



