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During these turbulent times of
economic uncertainty, healthcare
providers must be vigilant in effec-
tively monitoring and aggressively
managing their bottom line to en-
sure long-term viability of their
facility. Benchmarking your facil-
ity’s performance using financial
metrics and data analysis tools are
keys to this process. It transforms
Medicare cost reporting and billing
compliance to proactive financial
management and budget forecast-
ing. If information derived from
your reporting systems is applied
appropriately. these tools also help
to detect and resolve major prob-
lem areas.

Operational and financial perfor-
mance indicators that should be
regularly analyzed and evaluated
melude:

Profitability Ratios: Oper-
ating Margin, Income Index.
Return on Equity. Equity
Growth Rate

Liquidity Ratios: Current Ra-
tio, Days Cash on Hand, Aver-
age Net (of contractual write-
offs) Days in Patient Accounts
Receivable by major payer
class, Average Payment Period

Capital Structure & Liabil-
ity Ratios: Long-Term Debt to
Capitalization. Equity & Fixed
Asset Financing, Cash Flow to
Total Debt Ratio. Debt Service
& Expense Percentages

Asset Efficiency Ratios: Total/
Fixed/Current Asset Turnover.
Inventory Ratio, Average Age
of Plant, Depreciation Rate

Operational & Reimburse-

Average Cost-to-Charge Ratio.
Average Medicare/Medicaid/
Insurance Payment per Patient
Discharge Percentages, Con-
tractual Allowance/Bad Debt/
Charity Percentages, Person-
nel & Administrative Expense
Percentages (of Operating
Costs). Case Mix Index

While each of these metric catego-
ries focus on different aspects of a
facility’s operational and financial
condition, collectively these indi-
cators can help management estab-
lish trends over time and strategi-
cally make critical management
and budgeting decisions based on
the results. By using data derived
from a reliable source like the
Medicare cost report to formulate
most of these indicators, facili-
ties can also compare their perfor-
mance with their peers and indus-
try best practice benchmarks.

These performance “flash points™
can also provide facilities with
timely. needed information to de-
tect financial distress signs and
billing noncompliance. How? By
specifically targeting areas of pa-
tient care and support operations
that require immediate corrective
action, as well as systemic im-
provements to effectively respond
to internal and external factors that
impact facility financial perfor-
mance and long-term viability.






