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5.

HEALTHCARE A Letter from the
AUTHORITY

Chairman of the Board

In my first year as the West Virginia Health Care Authority’s (HCA) Board Chair,
I am pleased with the progress we have made, and continue to make, to support
West Virginia health care programs.

For more than 25 years, the HCA has been administering programs that strive to
constrain the rising cost of health care while assuring reasonable access to necessary,
quality, health services. This past year HCA partnered with hospitals on several
efforts to improve patient care and decrease costs. Our Health Care Associated
Infection project has helped reduce the number of central line-associated blood
stream infections (CLABSI), and our OB Collaborative decreased non-medically
indicated deliveries prior to 39 weeks gestation by 50%. Based on the OB
Collaborative’s success, the HCA is implementing Phase 2 — improving the quality
of care and outcomes for first-time mothers by reducing the rate of labor inductions.
The HCA also supports the hospital readmission project. These projects not only
assist hospitals in meeting new federal requirements that focus on health care
quality, but also assist in preventing further reductions in reimbursement. More
information can be found in the '"Quality Highlights'" section of this report.

Our mission is to be sure quality health care is available to everyone in West Virginia
regardless of their location or income level. Many acute care and critical access
hospitals are finding it increasingly difficult to sustain current operations as
reimbursement declines and requirements to meet quality and performance
standards mount. To help reduce the burden, the HCA decreased the 2011
assessment factor by 30%, resulting in individual savings of up to $124,000
depending on the individual hospital’s gross patient revenue. HCA has also
continued to review and streamline its reporting requirements and its internal
operations to help ease the administrative expense to hospitals.

As changes are made at the federal level and policy makers react to help shape the
health care system in West Virginia, we will strive to pursue cost effective and
accessible quality health care services that benefit all West Virginia communities.
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Agency Highlights

As hospitals continue to struggle and federal requirements affect health care programs across the
state, the West Virginia Health Care Authority continues to assist hospitals, providers and consumers
to improve health care, reduce costs and promote quality health care in all communities across West

Virginia.

West Virginia Health Care Authority Accomplishments in 2011

» Hospital assessment factor was reduced by 30%.

» West Virginia Health Information Network was developed as a public-private partnership to
support physicians and health care providers in providing the best patient care through the
electronic delivery of medical data for the benefit of all citizens in West Virginia.

» Uniform Financial Report was revised to reflect changes made to the Medicare Cost Report;
structural improvements were made that will make it easier for hospitals, i.e., new formulas were
embedded enabling a greater amount of data to be automatically populated instead of being
input manually and other formulas were added to provide up-front error checking.

» Funding and Grants were provided to the following:

v" Healthcare Education Foundation of WV

Professional consulting and other administrative service supports were funded for the
Critical Access Hospital (CAH) Network to assist in meeting the challenge of maintaining
access to healthcare in rural areas, stabilizing rural hospitals and improving quality of care
and patient safety that otherwise could not be purchased individually.

KeySTATS, a software package that assists WV hospitals in performing individual analysis
of Medicare reimbursement changes and impact to financial stability was purchased.

v" The West Virginia Telehealth Alliance was granted the federal matching funds the deployment
of up to $8.4 million in federal funding that allowed 100 health care locations across West
Virginia to receive upgrades and improvements in their broadband connections and capabilities.

v Rural Health Systems Program Grants

Cabin Creek Health Systems was granted support for service expansion.

Mathias-Baker Volunteer Emergency Squad was granted funding to upgrade an
ambulance for transporting critical patients.

Minnie Hamilton Health Care Center, Inc. was granted funding to repair the patient
dietary area and to purchase a 4-wheel drive vehicle for hospital accessibility in winter
months.

Pocahontas Memorial Hospital was granted funding to obtain medical supplies.
Summersville Memorial Hospital was granted funding to replace a generator and radiator.

Youth Health Services, Inc. was granted funding to reimburse a medical supply vendor.
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e Webster County Memorial Hospital was granted funding to purchase telemetry

equipment for communicating patients’ cardiac condition between the ambulance and
the hospital.

» CompareCareWV, WVHCA'’s website focusing on the cost and quality of health care services, was
utilized nearly 25,400 times.

» Abeyance Reduction Program allowed hospitals to eliminate penalties by providing services that
benefit the community, such as health fairs or free or reduced health exams or tests.

» Collaboratives and Quality Improvement Projects

v

OB Collaborative Phase 2 was implemented to improve the quality of care and outcomes for
first-time mothers by reducing the rate of labor inductions.

Hospital Readmissions Project in collaboration with the West Virginia Health Improvement
Institute was implemented to reduce or avoid the number of hospital readmissions by
Medicare patients and prevent financial penalties introduced by federal policy-makers.

Hospital Associated Infection Project is ongoing and showing that WV hospitals are
performing better than the national targets, particularly central line associated blood stream
infections (CLABSI).

» Privacy and Security

v

HIPAA/HITECH Refresher Training was offered by The Privacy Office to all HIPAA Covered
Entities Business Associates within the Executive Branch.

Self-Assessment survey was developed for the Executive Branch Privacy Officers in response
to the WV Board of Risk and Insurance Management’s (BRIM) criteria for receiving premium
discounts.
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FINANCIAL HIGHLIGHTS

Hospitals

Overall, the profitability of West Virginia
hospitals increased in FY 2010. Profits of
$129.5 million or 2.7% of net patient
revenue (NPR) were reported, up from
$44.2 million (0.9% of NPR) in FY 2009.

The West Virginia Health Care Authority’s
primary focus emphasizes the operations of
healthcare providers versus the effects of
financial market fluctuations. As such, this
report excludes the impact of certain
market changes related to investments such
as derivative agreements and related
accounting standards from hospital profits
and losses, except where the market effects
are specifically addressed or otherwise
noted.

For further discussion regarding the effect
of the global market changes on West
Virginia hospitals, see the Hospital Narrative
in this report and the 2010 Annual Report.

Acute Care Hospitals

The total profit margin for the 33 general
acute care hospitals increased to 2.5%, with
profits of $110.0 million, up from $9.6
million (0.2% of NPR) in the prior year.
Profits in FY 2009 were impacted negatively
by a write-off of Goodwill of $25.1 million.

In FY 2008, profit was $67.4 million (1.7% of
NPR).

Critical Access Hospitals (CAH)

Profitability for the 18 CAHs decreased after
a one-year increase. The aggregate profit
was $918,000 (0.3% of NPR), down from
$9.1 million (3.1% of NPR) in FY 2009.
In FY 2008, profit was $789,000 on
(0.3% of NPR).

Long-term Acute Care Hospitals (LTCH)

The two facilities in FY 2010 reported a
profit of $6.6 million (20.3% of NPR), a
decrease from the FY 2009 profit of $7.1
million (21.6% of NPR).

Psychiatric Hospitals

The psychiatric hospitals had an aggregate
loss of $6.3 million (11.2% of NPR). The two
state psychiatric hospitals lost an aggregate
$9.9 million; the two private hospitals
combined profits were $3.7 million.

In FY 2009 a profit of $1.1 million (3.3% of
NPR) was reported. In FY 2008, the overall
loss was $3.0 million (9.9% of NPR).

Rehabilitation Hospitals

The five rehabilitation hospitals reported an
aggregate profit of $18.1 million (19.0% of
NPR). The aggregate profit for the prior
year was $19.3 million (20.4% of NPR).
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Other Facilities

Nursing Homes

The overall profit margin for the state’s 105
nursing homes increased. Aggregate profit
for FY 2010 was $50.6 million (6.4%); for FY
2009 was $47.2 million (6.1% of NPR).

The increase in profits was due to an
increase in net patient revenue that
outpaced the increase in operating
expenses by $2.9 million.

Eighty-four of 105 facilities were profitable
in FY 2010.

Home Health

Overall, home health agencies reported
total profits of $9.9 million on $125.2
million total revenue; 35 of the 62 agencies
were profitable.

One agency was acquired during FY 2010.
Acquisitions during fiscal years 2007
through 2009 were eleven, five and three,
respectively.

Hospice

Hospice profits for the 20 agencies were
$12.1 million compared to $3.8 million in FY
20009.

Net patient revenue increased by $13.5
million, while expenses increased by $6.1
million.

Behavioral Health Facilities

Eighty-seven behavioral health providers
reported aggregate profits of $22.1 million,
3.6% of total revenue; 50 of 87 facilities
were profitable.

Methadone Treatment Facilities

The cumulative profit for the nine facilities
was $9.1 million, 40.0% of total revenue.
Each provider was profitable for FY 2010.

Renal Dialysis Centers

Thirty-two renal dialysis centers reported
aggregate profits of $25.4 million, 24.9% of
total revenue; 26 of the centers were
profitable.

Ambulatory Surgical Centers (ASC)

Eleven reporting certified ASCs had an
aggregate profit of $2.9 million, 12.1% of
total revenue. Seven of the 11 reported a
profit for the year.
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OVERVIEW OF KEY INDICATORS

The West Virginia Health Care Authority
(Authority) collects and disseminates
financial data on health care facilities,
including hospitals, nursing homes, home
health  agencies, hospice  agencies,
behavioral health centers, renal dialysis
centers and ambulatory surgical centers.
The reporting period is the facility fiscal
year which ended during the calendar year.
Therefore, the data are reflective of a time
span rather than of one point in time. The
data are presented here as reported by the

facilities. While the manner and type of
information submitted varies with the type
of facility, efforts have been made to
produce reasonable comparisons. Where
the number of hospitals has changed since
the previous vyear, a “same-facilities”
comparison is often used.

This report includes information related to
388 health care providers operating in West
Virginia in FY 2010.

Number of Facilities
Type of Facility or Agency FY 2008 FY 2009 FY 2010

Hospitals 63 62 62

General Acute 34 34 33

Critical Access 18 17 18

Long-term Acute

Psychiatric 4

Rehabilitation
Nursing Homes 106 105 105
Home Health Agencies 65 63 62
Hospice Agencies 21 20 20
Behavioral Health 99 97 96

Behavioral Health Centers 77 75 74

Comprehensive Centers 13 13 13

Methadone Treatment 9 9 9
Renal Dialysis Centers 26 26 32
Ambulatory Surgery Centers 11 11 11
Total 391 384 388
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Total Revenue

The facilities included in this report had
aggregate revenue of $6.9 billion from
patient services along with other operating
and non-operating revenue. There was an
increase in total revenue of $338 million
(5.4%) over FY 2008.

General acute care hospitals accounted for
$218 million (64.4%) of the growth in
revenue. Behavioral health centers and
critical access hospitals provided another
$26.9 million (8.0%) and $24.4 million
(7.2%), respectively, of the total increase in
revenue.

Type of Facility or Agency Total Revenue (in thousands)
FY 2008 FY 2009 FY 2010
Hospitals $4,599,494 $4,875,299 $5,066,280
General Acute 4,118,532 4,352,398 4,511,604
Critical Access 273,275 297,656 325,285
Long-term Acute 27,495 32,942 32,709
Psychiatric 88,041 97,555 101,082
Rehabilitation 92,151 94,748 95,599
Nursing Homes 752,823 772,619 801,264
Behavioral Health Centers 575,396 602,373 627,961
Behavioral Health 375,445 399,676 415,233
Comprehensive Centers 179,662 180,889 189,897
Methadone Treatment 20,288 21,807 22,831
Home Health Agencies 99,674 117,824 125,239
Hospices 92,238 99,029 113,450
Renal Dialysis Centers 89,164 94,618 102,262
Ambulatory Surgery Centers 25,550 26,934 24,273
Total $6,234,339 $6,588,696 $6,860,729
Percentage Change from Prior Year* 4.1% 5.7% 4.1%

NR: Not Reported

*FY 2008 percentage adjusted to exclude renal dialysis revenue for comparison purposes.
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The percentage of total revenue generated by each facility type in FY 2010 is as follows:

* Hospitals —73.8% * Hospices—1.7%

* Nursing Homes —11.7% * Renal Dialysis Centers — 1.5%
* Behavioral Health Centers —9.2% e Ambulatory Surgery Centers —
* Home Health Agencies — 1.8% 0.4%
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Net Patient Revenue

Net patient revenue (NPR), the amount
received for patient services, is also
reported by payor categories for hospitals
and nursing homes.

For hospitals in FY 2010, nongovernmental
payors (commercial, Blue Cross Blue Shield,
Carelink, unions, ERISAs, self-pay) provided
the largest amount of revenue of $2.0

billion, closely followed by Medicare of $1.8
billion. State payors (Medicaid, PEIA) and
other governmental payors (VA, Worker’s
Comp, etc.) combined provided revenue of
$1.0 billion.

Total net patient revenue for all payors
equaled $4.8 billion, an increase of 2.7%
over the prior year.
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For nursing homes, Medicare and Medicaid payors combined was $99.8 million. Total
revenue equaled $169 million and $527 net patient revenue was $796 million, an
million, respectively. Revenue from other increase of 3.7% over FY 2009.

12
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Excess Revenue (Deficit) Over Expenses (EROE)

Aggregate profits for all facilities were $262
million, an increase of $94.6 million from FY
2009. The term profit (loss) is used here

interchangeably with excess

(deficit)

of

revenue before taxes and extraordinary

items (EROE), and is applied to all facilities,

including not-for-profits.
Hospitals and nursing homes combined

accounted for 85.5% of the total revenue and

68.9% of the total profit.

Hospitals* $85,561 $44,203 | $129,462 1.9% 0.9% 2.7%
Nursing Homes 53,875 47,162 50,640 7.4% 6.1% 6.4%
Behavioral Health 21,266 28,576 31,187 3.7% 4.7% 5.0%
Home Health (579) 10,059 9,856 -0.6% 8.5% 7.9%
Hospice 449 3,767 12,051 0.5% 4.0% 11.2%
Renal Dialysis Centers 23,291 27,844 25,438 26.1% 29.4% 24.9%
Ambulatory Surgery 5,733 5,316 2,942 22.4% 19.7% 12.1%

*Profits have been adjusted to remove the impact of certain investment losses related to market fluctuations in FY 2008 and FY 2009.

13
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Utilization

Hospitals continue to experience small
decreases in inpatient discharges. Over time
the impact has grown in significance; over a
six year period total inpatient discharges

have decreased by 28,808 (10.5%). For FY
2010, the rate of decrease is the lowest since
FY 2007.

Change in Total Discharges

FY 2005 -9,752 -3.2%
FY 2006 -5,072 -1.7%
FY 2007 -1,151 -0.4%
FY 2008 -5,856 -2.0%
FY 2009 -4,041 -1.4%
FY 2010 -2,930 -1.1%

Total -28,802 -10.5%

Medicare discharges increased slightly for
the first time in years. Over a five year
period Medicare discharges are down by
8,238 (5.6%) accounts for 43% of the total

decrease.  Nongovernmental discharges
decreased by 4,492 (6.5%) in FY 2010 from
the prior vyear. Since  FY 2005

Nongovernmental discharges have decreased
by 9,801 (13.2%), which accounts for 51%, of
the total decline. Medicaid declined the
least, by only 179 discharges (0.3%), over the
same period.

While the exact cause of the decline cannot
be determined, several factors are
noteworthy:

* Since FY 2005 there has been a 17%
decrease in the number of discharges
related to diseases and disorders of
the circulatory system, which includes
cardiac discharges;

* Growth in outpatient visits of 10.2%
over the same period; and,

* A decrease in the number of hospitals
from 65 in FY 2004 to 62 in FY 2010.

Hospital Discharges by Payor Class
Other Non-
Payor Medicare | Medicaid PEIA Govt. Govt. Total
FY 2005 147,624 52,125 11,493 7,470 74,381 | 293,093
FY 2007 142,561 51,410 11,257 7,158 74,484 | 286,870
FY 2009 138,240 51,387 11,170 7,104 69,072 | 276,973
FY 2010 139,386 51,946 11,058 7,073 64,580 | 274,043
1 Year Change (FYs 09-10) 0.8% 1.1% -1.0% -0.4% -6.5% -1.1%
3 Year Change (FYs 07-10) -2.2% 1.0% -1.8% -1.2% -13.3% -4.5%
5 Year Change (FYs 05-10) -5.6% -0.3% -3.8% -5.3% -13.2% -6.5%
FY 2010 Payor Mix 50.9% 19.0% 4.0% 2.6% 23.6% | 100.0%
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Discharges covered by nongovernmental
payors accounted for 23.6% of total
discharges, and approximately 22.1% of
gross inpatient revenue. Medicare was the
largest payor, with 50.9% of the discharges,

and 52.6% of inpatient charges. The
remaining 25.5% of discharges were
covered by Medicaid, PEIA and other
governmental payors, and generated 25.3%
of inpatient charges.

Utilization of hospital outpatient services
experienced a small increase in FY 2010
compared to FY 2009, which remained
relatively flat. Qutpatient visits increased
by 72,267 (1.1%); the increase in FY 2009
was 21,262 visits (0.3%). The volume of
services, as measured by gross patient
revenue, is nearly equal with inpatient and
outpatient revenue providing 51% and 49%
of total charges, respectively. This was the
same percentage as in FY 2009; however,
the growth of outpatient services is
reflected in that six years ago outpatient
revenue was 43%. There were 6.5 million
outpatient visits in FY 2010. Over five years,

outpatient utilization has grown by 10.2%
(599,788) visits.  Utilization covered by
nongovernmental payors accounted for
41.2% of the five-year increase in visits; the
increase in Medicare visits equaled 26.9% of
the total growth.

The payor mix is substantially different for
outpatient services compared to inpatient
services. Whereas Medicare dominates the
inpatient utilization, the nongovernmental
payor class is the largest category of
outpatient payors with 41.4% of visits,
followed by Medicare with 32.3%, and
Medicaid with 16.5%.

WYV Health Care Authority Annual Report 2011



FY 2005 1,932,907 | 919,380 | 357,004 | 234,165 | 2,431,778 | 5,875,233
FY 2007 2,065,012 | 934,860 | 381,149 | 225,706 | 2,599,097 | 6,205,824
FY 2009 2,068,666 | 978,882 | 409,278 | 215,749 | 2,730,179 | 6,402,754
FY 2010 2,094,418 | 1,065,504 | 419,205 | 217,141 | 2,678,752 | 6,475,021
1 Year Change (FYs 09-10) 1.2% 8.8% 2.4% 0.6% -1.9% 1.1%
3 Year Change (FYs 07-10) 1.4% 14.0% 10.0% -3.8% 3.1% 4.3%
5 Year Change (FYs 05-10) 8.4% 15.9% 17.4% -7.3% 10.2% 10.2%
FY 2010 Payor Mix 32.3% 16.5% 6.5% 3.4% 41.4% 100.0%

*Excludes distinct units such as home health, hospice

, clinics and physician visits

Nursing home utilization remains stable
with a slight decrease of 0.2% in total
patient days between FY 2009 and FY 2010.
There were 9,814 licensed nursing home
beds reported statewide for FY 2010, a
decrease from 9,873 beds in FY 2009. Total

patient days of 3.2 million equaled an
occupancy rate of 89.5%. Governmental
programs pay for the vast majority of nursing
home services; Residents covered by
Medicare and Medicaid equal 87.5% of
patient days.
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Medicaid, with 2.4 million inpatient days outpatient services, such as physical,

(75.8%), is by far the largest payor; occupational and speech therapies, but the
Medicare days equal 375,640 (11.7%). level of utilization has historically been
Medicare covers only skilled nursing minimal.

services. Some nursing homes offer
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HOSPITALS

The FY 2010 economic status of West Virginia’s hospitals is presented according to their
respective service type, which includes:

e general acute care hospitals — 33 facilities
e critical access hospitals — 18 facilities

e |ong-term acute care hospitals — 2 facilities
e psychiatric hospitals — 4 facilities

e rehabilitation hospitals — 5 facilities.

The mix of services provided by each hospital grouping varies to the extent that each one
should be presented independently of the others. The data tables provided in Appendix A begin
with general acute care hospital statistics followed by data for all facility types.

As a group, West Virginia’s 62 hospitals reported an increase in profitability in FY 2010. Profit
(loss) is used here to mean excess (deficit) of revenue over expenses (EROE) prior to:

e taxes,

e any extraordinary gains or losses, and

e certain changes in market values of investments.

EROE is used for not-for-profit as well as for-profit hospitals.

e Total profit for FY 2010 was $129.5 million, or 2.7% of net patient revenue (NPR). Total
profit for FY 2009 was $44.2 million, or 0.9%.

e The increase in profit was the first increase since FY 2007. About 77% of the increase in
the FY 2010 profit can be attributed to a $66 million increase in other revenue, which is
revenue that is earned from activities not related to patient care. Of that increase $25.1
million relates to a write-off of Goodwill by one hospital in FY 2009.

EROE - All Hospitals
(In Thousands)

Margin on Net Patient Revenue

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009* FY 2010
EROE 578,568 $177,586 $190,142 $85, 561 $44,203 $129,462
Margin 2.1% 4.5% 4.6% 1.9% 0.9% 2.7%
*EROE for FY 2009 would be $69.3 million, and equal a margin of 1.5%, without the write-off of Goodwill.

WYV Health Care Authority Annual Report 2011



20

Special Items of Note

Due to significant market fluctuations and new accounting standards, which have occurred in
recent years, it was determined that for the purposes of the Health Care Authority certain of
these changes should not be included in the data used for rate setting and reporting functions.
The profits and losses displayed in the WVHCA FY 2010 annual report tables are pre-tax, pre-
extraordinary item, and exclude changes in the market value of derivatives and other
investments related to the adoption of SFAS 159. The impact of these changes is now included
only within the profit or loss, after tax and after extraordinary items in the Uniform Financial
Report (UFR), which is the hospital data source for this report.

During FY 2010 the status of operations changed for one hospital. Grant Memorial Hospital
became a Critical Access Hospital in the third month of its fiscal year. In FY 2009 Grant
Memorial was a General Acute Care Hospital. Because of this change in status same-facilities
comparisons are made for those categories when comparing data with prior years. Unless
otherwise indicated, the hospital narrative uses the same-facilities comparisons.

Additional hospital changes occurred in 2011: Bluefield Regional was acquired by Community
Health Systems Professional Services Corporation, and West Virginia United Health Systems, Inc.
became affiliated with Camden-Clark, purchased St. Joseph’s — Parkersburg, and consolidated
the operations of Camden-Clark and St. Joseph’s. These changes will be discussed further in the
2012 Annual Report, which will cover the operations during FY 2011.

Detailed information on hospital rates, income, uncompensated care, staffing, utilization and
quality indicators is provided in Appendix A, Tables 1-20.

General Acute Care Hospitals

These hospitals primarily provide short-stay medical-surgical services, although they may
include units providing a wide range of other services. There were 33 general acute care
hospitals in FY 2010, down from 34 hospitals in FY 2009. Grant Memorial Hospital changed its
operating status during FY 2010 to that of a Critical Access Hospital. Because of this change a
same-facilities comparison is made in year to year comparisons by removing Grant Memorial’s
FY 2009 results.

Financial Results
Financial items of note regarding the general acute care hospitals included:

e Profits from acute care hospitals were up $100.4 million, increasing from $9.6 million
(0.2% of NPR) in FY 2009 to $110.0 million (2.5% of NPR) in FY 2010. Nearly 25% (525.1
million) of the increase in profitability was the result of the write-off of Goodwill by St.
Joseph’s of Parkersburg, which occurred in FY 2009.
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e Increased profitability in FY 2010 resulted from a $85.2 million increase in other
revenue. This increase reflects the reduction of Goodwill in FY 2009 since the Goodwill
write-off is included within other revenue. There was also a $15.3 million decrease in
the loss on patient services from $78.0 million in FY 2009 to $62.8 million in FY 2010.

EROE — General Acute
(In thousands)
Margin on Net Patient Revenue

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
EROE $63,698 $124,058 $172,199 $69,367 $9,617 $110,044
Margin 1.9% 3.5% 4.6% 1.8% 0.2% 2.5%
*EROE for FY 2009 would be $32.7 million, and equal a margin of 0.8%, without the write-off of Goodwiill.

e Four hospitals experienced increases in other revenue of $70.5 million (82.8% of the
total increase in other revenue): WVUH ($32.0 million), St. Joseph’s — Parkersburg
(525.1 million), Monongalia General ($8.1 million), and Wheeling Hospital ($5.3 million).

o Wheeling, Monongalia General and WVUH were due to significant increases in

investment income; and,
o St.Joseph’s had a return to typical level of other revenue after the write-off of

Goodwill in the prior year.

e Seventeen of the 33 acute care hospitals reported a profit for FY 2010. Gains ranged
from WVUH’s $38.8 million (7.1% of NPR) to Summersville’s $540,000 (1.3% of NPR).

Hospitals with a Positive EROE — General Acute

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
20 22 27 23 18 17

e Losses from the 16 remaining hospitals ranged from Bluefield Regional’s loss of $13.4
million (17.5% of NPR) to Williamson’s $690,000 loss (2.2% of NPR).

e Nineteen hospitals reported increases in profitability over the prior year:
o Nine hospitals that had profits last year experienced an increase in profits in FY
2010.
o Four hospitals that had losses in FY 2009 reported profits in FY 2010.
o Six hospitals experienced smaller in losses in FY 2010 than in FY 2009.
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e The number of hospitals with margins (profit as a percent of NPR) greater than 10%
increased by one, returning to the FY 2008 level of four:

Hospitals with a Margin of at least 10% — General Acute

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
2 3 6 4 3 4

e The hospitals with margins greater than 10% in FY 2010 were Charleston Surgical
Hospital (36.9%), Greenbrier Valley (24.6%), Raleigh General (11.3%) and Logan Regional

(10.4%). These hospitals, all for-profit facilities, had the top four rankings in FY 2009 and
FY 2008.

e Five hospitals had a margin between 5% and 10%, WVUH (7.11%), Davis Memorial
(6.7%), Princeton (6.5%), Wheeling (5.7%), and Stonewall Jackson (5.6%).

Hospitals with a Margin of 5% - 9.9% — General Acute

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
3 8 7 1 2 5

The state’s two largest hospitals, Charleston Area Medical Center (CAMC) and West Virginia
University (WVUH), had margins of 2.0% and 7.1%, respectively, both of which were increases
over the prior year. CAMC’s increase in net patient revenues outpaced operating expenses by
$14.1 million. WVUH’s net patient revenue also increased more than its expenses, by $20.8
million; also contributing was the increase in other revenue discussed above. These two
hospitals account for 29.1% of total general acute care net patient revenues.

Hospital Margins of the State’s Two Largest Hospitals
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
CAMC 2.8% 5.5% 0.4% 1.7% (0.1%) 2.0%
WVUH 5.0% 5.9% 10.8% (1.4%) (2.7%) 7.1%
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As discussed in the preceding Special Items of Note section, significant changes in market forces
and new investment instruments have impacted global, national and local enterprises in the
last several years. Recent changes in accounting standards compound the changes in economic
forces that cause certain market value fluctuations to be included with hospitals’ statements of
operations. These circumstances can result in substantial swings in profitability from year to
year and can mask factors of operation that are more relevant to the Authority’s mission.

In FY 2008 ten hospitals reported combined losses of $191.5 million due to market fluctuations
of derivative agreements and the adoption of SFAS 159. However, with the improvement of
the market in FY 2009 these factors resulted in market-value profits of $102.0 million, a swing
of $293.5 million. In FY 2010, with the continued improvement in the market, eleven hospitals
reported a combined $7.1 million increase in market valuations of investments. Four hospitals
accounted for the improved results, while seven hospitals reported losses. The Authority
determined that these factors would be reported separately so the impact of market variation
is not included in the discussion above.

The four hospitals reporting gains from market fluctuations of derivatives and/or the impact of
adopting SFAS 159 are:

e WVU Hospitals - $10.8 million;

e CAMC - $6.6 million;

e United Hospital - $2.9 million; and,
e Monongalia General - $540,033.

These hospitals account for 291.2% of the market gains reported; seven hospitals continued to
experience market losses totaling $13.6 million.

Market fluctuations continue to occur and may result in significant swings in profitability. It is
the Authority’s position that profits and losses from operations should not be obscured by
market variations. If these gains were included, the aggregate profit of $110.0 million for
general acute care hospitals would be increased to $117.1 million.

Patient Services

An important element of the financial status of hospitals is income from patient services.

e Overall, hospitals experienced losses on patient services.

e For FY 2010 aggregate losses of $62.8 million (1.4% of NPR) were reported compared to
$78.0 million (1.8% of NPR) in FY 20009.
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Aggregate Income/(Loss) on Patient Services — General Acute
(in thousands)
Margin of Net Patient Revenue
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
IPS (591,250) ($56,113) (S44,714) ($68,044) ($78,043) (562,768)
Margin (2.7%) (1.6%) (1.2%) (1.7%) (1.8%) (1.4%)

e Twenty-two hospitals reported losses on patient services ranging from $23.3 million
(3.3% of NPR) at CAMC to $750,000 (1.7% on NPR) at Summersville. For those
hospitals that experienced losses on patient services, the average loss was $5.7 million.

A review of the losses on patient services as a percentage of net patient revenue (NPR) reveals:

e Welch Community reported the largest loss on patient services of 48.9% of NPR ($9.6
million).

e Bluefield Regional had the next largest loss of 19.5% of NPR ($14.9 million).
A review of hospitals reporting positive incomes on patient services reveals:

e Eleven hospitals reported profits on patient services ranging from $16.9 million (24.5%
of NPR) at Greenbrier Valley to $281,000 (0.4% of NPR) at Davis Memorial. For those
hospitals that experienced positive income on patient services, the average income was
$5.8 million.

e For-profit hospitals reported the top four margins on patient care: Charleston Surgical
(34.2%), Greenbrier Valley (24.5%), Raleigh General (10.9%) and Logan Regional (10.1%).
The average income on patient care for these four hospitals was $12.1 million.

e There were seven not-for-profit hospitals with positive margins ranging from 2.3%
(Stonewall Jackson) to 0.2% (Monongalia General). The average income on patient care
for these seven hospitals was $2.2 million.

Uncompensated care, which reduces net patient revenue, increased to 6.4% of gross patient
revenue (GPR) in FY 2010 from 6.1% of GPR in FY 2009. Uncompensated care as a percentage
of gross patient revenue has remained relatively constant (0.5% fluctuation) during the last five
years.
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Uncompensated Care as % of Gross Patient Revenue — General Acute
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
5.9% 6.3% 6.4% 6.4% 6.1% 6.4%

Other Revenues

Other revenues provide a secondary role compared to patient revenues, but are nevertheless
an important component of a hospital’s financial status and are often the only source of a
positive margin. Other revenues consist of other non-patient operating revenue and non-
operating revenues. Key items include:

e Other revenues equaled $172.8 million, the largest amount since FY 2007.

Aggregate Other Revenue — General Acute
(in thousands)
Percentage Change

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009* FY 2010
$154,948 $176,299 $216,913 $137,411 $87,659 $172,811
13.8% 23.0% (36.7%) (36.2%) 97.1%

*Other revenue for FY 2009 would be $113.9 million without Goodwill loss.

e Twenty-one of the 33 general acute care hospitals reported increases in other revenue
with nine hospitals experiencing increases greater than $1.0 million. The average
increase was $2.6 million. Fifteen hospitals reported increases in other revenues in FY
20009.

e Twelve hospitals reported decreases in other revenues in FY 2010, as compared to 19
such hospitals in FY 2009. The largest decrease was $1.1 million by Cabell-Huntington,
which reported a decrease in net assets released from restrictions.

e Six of the 17 hospitals that reported profits were due to other revenues that were
greater than the losses on patient care.

Profitable Hospitals Solely Due to Other Revenue — General Acute
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
9 9 13 14 7 6
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Operating Expense
A final component impacting the hospitals’ financial position is operating expense.

e Overall, acute care expenses equaled $4.4 billion in FY 2010, an increase of 1.9% over FY
2009. This is the lowest increase in operating expenses in at least ten years.

Operating Expenses — General Acute
(in billions)
Percentage Increases over Prior Year
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
$3.3 $3.4 $3.6 $3.8 $4.0 $4.3 S4.4
8.1% 2.9% 5.5% 5.9% 6.0% 7.3% 1.9%

e Thirteen hospitals reported a reduction in operating expenses for FY 2010 that ranged
from $6.3 million (St. Joseph’s — Parkersburg) to $60,000 (City Hospital).

e Nine hospitals reported reductions in operating expenses greater than $1.0 million: St.
Joseph’s ($6.3 million), Weirton Medical ($6.2 million), Ohio Valley ($5.6 million),
Bluefield Regional ($4.9 million), Princeton ($4.5 million), Williamson ($2.3 million),
Davis Memorial ($2.0 million), Pleasant Valley ($1.7 million), and Reynolds Memorial
($1.5 million).

e A reduction in salaries and benefits was a significant factor in eight of the nine hospitals
that experienced a decrease in operating expenses of more than $1.0 million. The
decrease in salaries and benefits accounted for anywhere from 116.9% (Reynolds
Memorial) of the decrease in operating expenses to 38.3% (Davis Memorial).

e St. Joseph’s Hospital reported a $703,000 increase in salaries and benefits. The primary
factor responsible for its reduced operating expenses was a decrease in interest
expense of $4.0 million.

e For acute care hospitals, employee compensation and benefits equaled $2.13 billion, an

increase of 2.9% over the FY 2009 compensation of $2.09 billion. This is the largest
component of total operating expenses (48.3%).
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Salaries and Benefits — General Acute
(in billions)
Percentage Increases over Prior Year
Full-time Equivalents (FTEs)
FY2005 FY2006 FY2007 FY2008 FY2009 FY 2010
Salaries/Benefits $1.70 $1.85 $1.97 $2.00 $2.09 $2.13
Percent Change NA 5.2% 3.7% 6.2% 6.3% 1.8%
FTEs 30,901 31,502 31,835 32,719 33,268 32,908

Critical Access Hospitals

Critical Access is a Medicare designation for reimbursing small community hospitals at cost
levels for the provision of limited acute care services in combination with swing-bed and skilled
nursing care. In FY 2010, the number of critical access hospitals rose to 18. Grant Memorial
changed its status from general acute to critical access during the year.

Financial items of note regarding the critical access hospitals included:

e Total profit for FY 2010 was $918,000 (0.3% of NPR). In reviewing the results to the
prior year (excluding Grant Memorial from comparison purposes), total profit was
$890,000 (0.2% of NPR) in FY 2010 compared to $9.1 million (3.1% of NPR) in FY 2009.

e The decrease in profit of $8.2 million over the prior year was due to an increase in
operating expenses of $8.5 million. Salaries and benefits increased by $4.6 million.

e Ten critical access hospitals reported profits in FY 2010. Thirteen reported profits in FY
20009.

EROE - Critical Access
(In thousands)
Margin on Net Patient Revenue
Hospitals with Positive EROE

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010*

EROE $4,282 $5,835 $789 $9,082 $918
Margin 1.8% 2.3% 0.3% 3.1% 0.3%
Positive EROE 12 11 9 13 10

*Prior years do not include Grant Memorial, which became a critical access hospital in FY 2010.

27 WYV Health Care Authority Annual Report 2011



e Three of the 18 hospitals reported positive income from patient services for FY 2010. In
FY 2009, seven of the 17 hospitals experienced a positive income from patient services.

e There was an aggregate loss on patient services of $8.7 million (2.8% of NPR) including
Grant Memorial. Last year was the first year that critical access hospitals reported a
positive income from patient services since at least FY 2003.

Income from Patient Services (IPS) — Critical Access
(In thousands)

Margin on Net Patient Revenue
Hospitals with Positive IPS

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010*
IPS (83,652) (83,042) (85,737) $1,108 (58,714)
Margin (1.5%) (1.2%) (2.2%) 0.4% (2.8%)
Positive IPS 6 6 5 7 3

*Includes Grant Memorial, which became a critical access hospital in FY 2010. Prior years do not include Grant Memorial.

e Net patient revenue decreased $95,000 (-0.03%) and operating expenses increased $8.5
million (3.0%), which resulted in the negative margin on patient services.

e For critical access hospitals, excluding Grant Memorial, employee compensation and
benefits equaled $166.4 million, an increase of 2.7% over FY 20009.

Salaries and Benefits — Critical Access

(in millions)
Percentage Increases over Prior Year
FTEs
FY 2006 FY 2007 FY 2008 FY 2009 FY 2010*
Salaries/Benefits $136.3 $142.3 $152.8 $161.9 $178.8
Percent Change 4.4% 7.3% 6.0% NA
FTEs 2,867 2,923 2,970 3,037 3,330

*Includes Grant Memorial, which became a critical access hospital in FY 2010. Prior years do not include Grant Memorial.

Key items related to specific hospitals included:
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e Three hospitals reported positive income from patient services: Jefferson Memorial
$2.2 million (5.7% of NPR), Plateau Medical $1.2 million (4.1% of NPR), and Boone
Memorial $758,000 (4.3% of NPR).

e Losses on patient services for the other 15 hospitals ranged from Summers ARH’s $3.4
million (27.1% of NPR) to Hampshire’s $26,000 (0.2% on NPR). For those hospitals that
experienced losses on patient services, the average loss was $856,000.

e Twelve hospitals reported a reduction in income from patients services. Four
hospitals experienced a decline in income from patient services of over $1.0
million:  Summers ARH ($2.7 million), War Memorial ($2.5 million), Plateau
Medical ($1.8 million) and Roane General ($1.0 million).

e Three hospitals reported more than $1.0 million in profits in FY 2010: Jefferson
Memorial $2.7 million (7.1% of NPR), Plateau Medical $1.3 million (4.4% of NPR), and
Boone Memorial $1.1 million (6.2% of NPR). These are the same hospitals that reported
positive income from patient services.

e FEight hospitals reported losses ranging from $2.4 million (Summers ARH) to $4,000
(Broaddus). For those hospitals that experienced a loss, the average loss was $629,000.

Long-term Acute Care Hospitals

Long-term Acute Care Hospitals (LTCH) are generally defined as hospitals with an average
Medicare inpatient length of stay greater than 25 days. These facilities provide extended care
including comprehensive rehabilitation, respiratory therapy, head trauma treatment, and pain
management.

Two LTCHs operated in West Virginia in FY 2010. Both facilities are for-profit and privately
owned. Select Specialty is located in St. Francis Hospital and Cornerstone Hospital of
Huntington is located within St. Mary’s Hospital.

Items of note regarding the financial status of long-term acute care hospitals included:

e Total profit for FY 2010 was $6.6 million (20.3% of NPR).
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EROE - LTCH
(in thousands)
Margin on Net Patient Revenue

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
EROE $3,291 $1,500 $2,575 $7,119 $6,643
Margin 12.4% 5.9% 9.5% 21.6% 20.3%

e For FY 2010 Cornerstone reported a profit of $5.6 million (32.6% of NPR) down from
$6.3 million (35.9% of NPR) in the prior year. Income from patient services provided
99.5% of Cornerstone’s total profits.

e Select Specialty reported a profit of $1.1 million (6.8% of NPR) up from $832,000 (5.4%
of NPR) in FY 2009. Income from patient services provided 99.2% of Select Specialty’s
profits.

Psychiatric Hospitals

Two private (Highland and River Park) and two state (Mildred M. Bateman and Sharpe)
hospitals operate as free-standing psychiatric hospitals in West Virginia. Although both the
private and state hospitals treat patients with mental iliness, state-run facilities have taken the
lead role in providing publicly funded care. Payor mix and coverage for the uninsured is
substantially different for private hospitals as compared to state-run hospitals. As a result,
state-run facilities provided over $30 million in charity care. Aggregate losses for the
psychiatric facilities as a sector equaled $6.3 million. These facilities provided 505 licensed
psychiatric beds in West Virginia. The state hospitals have 260 beds and private hospitals have
245 beds. General acute care hospitals reported an additional 481 psychiatric beds.

Financial items related to the private psychiatric hospitals included:

e Aggregate profits for FY 2010 of $3.7 million (11.4% of NPR), which is an increase of
$279,000 over the prior year.

e An increase in net patient revenue of $1.1 million, which outpaced an increase in
operating expenses of $1.0 million.

e Anincrease in other revenue of $190,000.
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e River Park reported a gain of $3.8 million (16.7% of NPR), up from $3.3 million (15.4% of
NPR) in the prior year. Highland reported a loss of $111,000 (1.2% of NPR), down from
the FY 2009 of profit of $43,000 (0.5% of NPR).

e Only River Park, a for-profit facility, has consistently reported profits on patient services
for the last nine fiscal years. For FY 2010, River Park’s income from patient services was
$3.7 million (16.2% of NPR).

e Highland’s occupancy rate was 45.1% of its 80 licensed beds and the lowest of all four
psychiatric hospitals. River Park reported an occupancy rate of 73.1%; it has 165
licensed beds.

Financial items related to the state psychiatric hospitals included:

e Combined losses of $9.9 million were reported for FY 2010. Losses for the prior year
were $2.3 million.

e Net patient revenue of $23.8 million and operating expenses of $78.1 million was
reported for the year, resulting in a loss on patient services of $54.3 million. Medicaid
Disproportionate Share payments were reported in net patient revenue in FY 2010;
however, in FY 2009 they were reported as other revenue. Because of the change in
accounting procedures a comparison between the two year’s net patient revenue and
other revenue is not provided.

e Other revenue of $44.4 million was reported. Other revenue reflects state
appropriations, which are provided to reduce losses on patient care. The state hospitals
operate at full capacity with extremely high levels of uncompensated care.

e Mildred Bateman, one of the two state hospitals, reported a loss of $3.4 million.
Sharpe, the other state facility, reported a loss of $6.5 million.

Rehabilitation Hospitals

In FY 2010 five rehabilitation hospitals operated in West Virginia. All five hospitals are for-profit
facilities; four are owned and operated by HealthSouth, Inc. The remaining facility, Peterson
Rehabilitation and Geriatric Center, is owned and operated by Guardian Eldercare. These
hospitals have 430 licensed rehabilitation and/or skilled nursing beds in the state.

Items of note regarding the financial status of the rehabilitation hospitals included:

e Aggregate profit of $18.1 million (19.0% of NPR) for FY 2010, which was a $1.2 million
decrease from the $19.3 million profit reported in the prior year.
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EROE — Rehabilitation
(in thousands)

Margin on Net Patient Revenue

FY 2007 FY 2008 FY 2009 FY 2010
EROE $19,786 $17,757 $19,337 $18,124
Margin 22.1% 19.3% 20.4% 19.0%

Income from patient services accounts for 98.8% of the rehabilitation hospitals’ profit
levels.

Net patient revenue increased by $790,000, while operating expenses increased by $2.1
million resulting in a reduction of income on patient services from the prior year.

Other revenue for FY 2010 was $224,000, an increase from $163,000 in FY 20009.

An occupancy rate for FY 2010 of 77.0%.
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QUALITY INDICATORS

Health care-associated infections (HAI’s) can be acquired from any health care setting, but patients
receiving medical or surgical care in a hospital are particularly vulnerable. According to the Centers
for Disease Control and Prevention (CDC), HAI's rank as one of the top 10 leading causes of death in
the U.S. It is estimated that there are approximately 1.7 million HAI's in U.S. hospitals per year,
resulting in 99,000 deaths. Direct medical costs of HAls on the health care system are estimated to
be $28-545 billion annually. Simply by adhering to infection prevention guidelines, 20%-70% HAI’s
are often preventable wherever patient care is provided.

The WVHCA HAI Control Advisory Panel chose to measure central line-associated blood stream
infections (CLABSI) after considering the impact of HAls on patient outcomes and healthcare resources.
A central line is a tube inserted into a large vein in the neck, chest, arm, or groin and is used to
administer fluids and medications and to withdraw blood. Central line-associated blood stream
infections occur when microorganisms enter the blood through the tube.

Hospitals were required to report data on CLABSIs among patients in medical, surgical, and
medical/surgical intensive care units (ICUs). The data were reported to the Centers for Disease Control
and Prevention’s (CDC) National Healthcare Safety Network (NHSN). NHSN was developed as a
voluntary surveillance system for hospitals to identify and monitor HAls, but is being used by multiple
states for mandatory HAI reporting. Thirty-six West Virginia hospitals reported monthly CLABSI data
to NHSN for 41 ICUs. Hospitals gave permission for the WVHCA to access their data through NHSN.

The WVHCA monitored reporting compliance and provided technical assistance to infection control
contacts to ensure timely and accurate data submission. Submitted data were managed and analyzed
by the WVHCA and results were disseminated to the HAI Control Advisory Panel for review and
approval prior to release.

It is estimated that between 250,000 and 500,000 CLABSI’s occur in U.S. hospitals each year, causing
serious complications including longer inpatient stays, increased costs, and higher risk of death. It is
also estimated that the non-inflation-adjusted attributable cost of CLABSI ranges from $3,700 to
$29,000 per episode. CLABSI’s can often be prevented by adherence to evidence-based guidelines
for the insertion, use, and maintenance of central lines.

Figure 1 compares the WV 2009-10 rates to the latest national healthcare safety network rates.

Overall, the total central line-associated blood stream infection rate of 1.5 in WV was better than
national rate of 1.9. Itis also noted that medical teaching far exceeded the national rate as well.
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Figure 1
CLABSI Rates by ICU Type, July 2009 — June 2010
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* WV rate is significantly lower than the NHSN rate.

Key Findings

» Between July 2009 and June 2010, 73 CLABSI’s in medical, surgical, and medical/surgical ICUs were
reported by West Virginia hospitals, resulting in a rate of 1.5 CLABSI’s per 1,000 central line days.

» The West Virginia CLABSI rate (1.5 per 1,000 central line days) is significantly lower than the total
NHSN rate for the same ICUs (1.9 per 1,000 central line days) (see Figure 1).

» CLABSI rates are highest in surgical ICUs and major teaching medical/surgical ICUs, and lowest in
non-teaching medical and medical/surgical ICUs.

» Compared to the NHSN rate, West Virginia has a significantly lower CLABSI rate in medical ICUs in
major teaching hospitals (1.4 per 1,000 central line days compared to 1.9 per 1,000 central line days).

» In West Virginia, central lines are used for about 40% of patient days spent in a medical, surgical, or
medical/surgical ICU (47,177 of the 118,440 patient days), compared to the NHSN average of 51%.
The central line utilization ratio is highest in major teaching medical ICUs (73%), major teaching
medical/surgical ICUs (62%), and surgical ICUs (51%).
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Future HAI Initiatives

» Continue the collection and quality review of HAI data.
Enhance the analysis of CLABSI data.
Develop guidelines for the public release of data.

Revise reporting requirements as necessary to align with state and national priorities.

YV V VYV V

Collaborate with the Bureau for Public Health, Office of Epidemiology and Prevention Service’s
HAI Program to implement a State Plan for reducing HAls.

» Provide HAI data to the West Virginia Department of Health and Human Resources as requested
for consideration in their hospital oversight and epidemiology and disease surveillance programs.

Additional Quality Information

» Additional hospital quality information can be found in Appendix A, Table 20.
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NURSING HOMES

The FY 2010 Annual Report of Nursing Homes included information submitted by each of the
105 long term care facilities that operated in the state. The data are provided as reported by
the facilities.

There are 85 (81%) for-profit nursing homes. Sixty-five facilities are corporations and twenty
facilities are partnerships. The top four corporate entities that owned or operated nursing
homes were:

e Genesis Health Care Corporation (25);

e Integrated Commercial Enterprises (11);
e The Carlyle Group (7); and

e Sun Healthcare Group (7).

The second largest ownership category included eleven not-for-profit corporations (10.5%).
Other ownership categories included three church related entities, two county owned providers
and four state operated nursing homes: Hopemont, John Manchin Sr. Center, Lakin, and Jackie
Withrow Hospital.

Significant changes during FY 2010 included name changes, purchases and reduction of licensed
beds:

e Pinecrest Hospital was renamed to Jackie Withrow Hospital on November 4, 2009.
e Heritage, Inc. emerged from bankruptcy and was purchased by BRE/SW Portfolio, LLC

on August 1, 2010. Emericare is the managing entity and licensed operator. The new
entity reported only five months of data.

e Barbour County Good Samaritan went from 60 beds to 57 beds effective January 15,
2010.

e Mercer Nursing and Rehabilitation de-licensed 30 beds effective October 26, 2010, a
reduction of licensed beds from 90 to 60 .

e Nicholas County Nursing and Rehabilitation went from operating 120 licensed beds to
operating 97 licensed beds as of May 24, 2010.

e Woodland’s Retirement Community decreased licensed beds from six to three effective
May 3, 2010.
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Aggregate utilization of 3.2 million days was reported for FY 2010. Although this represents a
slight decrease (.2%) from FY 2009, utilization has remained above three million days since the
late 1990s. Medicare days have steadily decreased from 413,000 in FY 2006 to 376,000 in FY
2010, (or 9.0%), while Medicaid days have remained above 2.4 million during the same period.
For FY 2010 Medicare and Medicaid comprised 11.7% and 75.8%, respectively, of total days.
There were 9,814 available licensed nursing home beds in FY 2010, a decrease of 59 beds from
the prior year. The reduction in the number of licensed beds is the result of facilities de-
licensing beds during FY 2010.

Financial indicators of note for the FY 2010 data included:

e Total profit was $50.6 million (6.4% of NPR), an increase of $3.5 million over FY 2009.

EROE — Nursing Home
(In thousands)
Margin on Total Revenue

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
EROE $35,986 $32,575 $44,848 $53,875 $47,162  $50,640
Margin 5.8% 5.0% 6.5% 7.4% 6.1% 6.4%

e Aggregate revenue growth of $28.7 million outpaced total expense growth of $25.8
million by $2.9 million.
The nursing homes with the three largest EROEs were:

e Sunbridge Care and Rehabilitation for Putnam reported the largest profit of $2.0 million.
In FY 2009 the EROE was $1.8 million.

e Huntington Health and Rehabilitation Center and Marmet Health Care Center reported
EROEs of $1.95 million and $1.94 million, respectively. The EROE for Huntington Health
for FY 2009 was $1.3 million, and for Marmet Health it was $1.6 million.

e |n addition to the three most profitable providers, there were seven other facilities that
experienced profits greater than $1.5 million. These ten (9.5% of total) facilities

produced 12.4% of the total net patient revenue and 34.7% of the total profit.

The nursing homes with the three largest losses were:
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e Jackie Withrow Hospital, a state operated facility, reported a loss of $2.3 million. The
prior year’s loss was $4.6 million. This facility reported the largest loss for the fifth
consecutive year.

e Woodlands Retirement Community reported a loss of $1.8 million, compared to a loss of
$1.9 million in the prior year. From FY 2005 through FY 2009, the facility has recorded

progressively larger losses.

e Hopemont Hospital, also a state operated facility, lost $1.7 million, a decrease from the
$2.8 million loss in FY 2009. This facility has reported losses for six consecutive years.

e There were twenty-one providers (20%) that reported losses for FY 2010. Losses ranged
from $2.3 million (Jackie Withrow) to $17,000 (Summers Nursing and Rehabilitation
Center). The average loss equaled $538,000.

Other items of note regarding nursing home earnings included:

e Lakin Hospital, a state operated facility, reported a loss of $995,000 for FY 2010. The
loss for FY 2009 was $568,000. Lakin Hospital reported positive EROEs for fiscal years
2006 — 2008.

e After three consecutive years of reporting losses, John Manchin, Sr. Health Care Center,
the fourth state operated facility, reported profits of $1,000 for FY 2009 and FY 2010.

e Profitable facilities decreased from 86 in FY 2009 to 84 in FY 2010.

e Seventy-two facilities (68.6%) experienced positive EROEs for the last three years while
eleven (10.5%) facilities reported losses all three years.

e Forty-eight facilities (45.7%) reported decreases in EROEs while fifty-six (54.3%)
reported increases in net income for FY 2010.

Additional financial elements related to the condition of nursing homes in FY 2010 included:

e Income from patient services was $48.0 million, a slight increase from $45.1 million over
the previous year. Other revenues of $5.1 million added to the profitability.

e Maedicaid net patient revenue increases of $27.9 million (5.6%) contributed 97.4% of the

total growth in net patient revenue. Additionally, Medicaid expense increases of $25.2
million (5.2%) were responsible for 97.8% of the total growth in expenses in FY 2010.
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An evaluation of Medicare and Medicaid services data indicated:

e In FY 2010 Medicare services were provided by 96 facilities, the same number as FY
2009. Ninety-one (94.8%) of these experienced profits on these services, one more than
in the prior year. Income from patient services for Medicare was $38.1 million, up from
$35.5 million in FY 2009. The margin for Medicare as a percent of net patient revenue
was 22.5%.

e Of the 104 facilities that provided Medicaid services in FY 2010, sixty-five (62.5%)
reported profits on those services. Income from patient services was $13.9 million, an
increase of $2.7 million over the prior year. The same number of facilities offered
Medicaid services in FY 2009 with 65 reporting profits. The margin for Medicaid as a
percent of net patient revenue was 2.6%.

Appendix B provides detailed information for nursing homes in Tables 21-24.
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HOME HEALTH

The FY 2010 Annual Survey of Home Health Services was completed by 62 home health
agencies that serve West Virginia residents, including those agencies based in Kentucky,
Maryland, and Ohio. The data are provided as reported by the facilities.

e Overall, home health agencies reported a profit of $9.9 million.
e Thirty-five of the 62 agencies were profitable.
e FY 2010 is the second consecutive year home health agencies reported an aggregate

profit. Prior to the last two years FY 2003 was the last year home health agencies
experienced a profit in total.

EROE — Home Health
(In thousands)
Margin on Total Revenue

FY 2004 FY2005 FY2006 FY2007 FY2008 FY2009 FY 2010
EROE (51,458)  ($919)  ($4,281) ($2,322) ($579) $10,059  $9,856
Margin (1.7%) (1.1%) (5.1%) (2.8%) (0.6%) 8.5% 7.9%

Analysis of home health agencies by type of ownership shows mixed results. The agencies are
classified by the following ownership categories:

e County-owned, proprietary and not-for-profit.

e Hospital-based agencies are discussed as a separate category because administrative
expenses are typically allocated by the hospital which translates to an increase in
operating expenses. Hospital-based agencies have historically reported the greatest

losses.

Covenant Home Health Care Services purchased Kanawha-Charleston Health Department’s
home health services during FY 2010.
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County-owned

Financial items of note regarding county-owned agencies included:

e An aggregate loss of $537,000 (43.4% of total revenue). No county agency was
profitable.

e Prior years’ aggregate losses equaled $908,000 in FY 2009; $650,000 in FY 2008;
$366,000 in FY 2007; and $1.3 million in FY 2006.

The number of county-owned agencies has dropped by ten over the last ten years. Fifteen
agencies were operating in FY 2000, eleven were operating in FY 2005 and by the end of FY
2010 five agencies were operating.

Proprietary

There are 33 proprietary home health agencies in West Virginia. Three publicly-traded
companies, with operations in multiple locations, participate in the West Virginia home health
market:

e Amedisys, Inc. (4);
e Gentiva (5); and
e LHC Group, Inc. (12).
Financial items related to the proprietary agencies included:

e Total profit of $13.4 million (14.6% of total revenue) a decrease of $2.0 million from the
FY 2009 profit of $15.4 million (18.5% of total revenue).

e Twenty-three of the 33 proprietary agencies reported profits.

e Profits for FY 2008 and FY 2007 equaled $6.3 million and $3.5 million, respectively.
Not-for-profit

Information regarding the not-for-profit home health agencies revealed:

e Six agencies were operating in FY 2010 with aggregate earnings of $252,000 (2.6% of
total revenue).

e Four agencies were profitable, with a combined EROE of $503,000 (5.4% of total
revenue).

WYV Health Care Authority Annual Report 2011



47

Not-for-Profit Hospital-Based

Items of note regarding the not-for-profit hospital-based agencies showed:

e Seventeen agencies operated in FY 2010 with continued aggregate losses of $3.7 million
(16.8% of total revenue).

e Prior years’ losses were $5.2 million in FY 2009; $6.8 million in FY 2008; and $6.5 million
in FY 2007.

e The number of agencies reporting losses in FY 2010 outnumbered profitable agencies 10
to 7. In FY 2009 the ratio was 13 agencies reporting losses and 5 with profits.

Proprietary Hospital-Based
Three Rivers Home Care is the only proprietary hospital-based agency still operating in West
Virginia. Owned by Three Rivers Medical Center in Louisa, Kentucky, the home health agency

reported a profit for FY 2010 of $411,000 (91.3% of total revenue).

Appendix C provides detailed information for home health agencies in Table 25.
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HOSPICE

The Health Care Authority collected data from 20 West Virginia hospice organizations using the
Annual Hospice Survey.

Information submitted for FY 2010 provided the following:

e Total hospice profit was $12.1 million, or 11.2% of net patient revenue (NPR), an
increase from $3.8 million, (4.0% of NPR), in FY 2009.

EROE — Hospice
(In thousands)
Margin on Net Patient Revenue

FY 2005 FY 2006 FY2007 FY2008 FY2009 FY 2010
EROE $5,734 $9,133 $8,333 $449 $3,767  $12,051
Margin 11.0% 13.7% 10.6% 0.5% 4.0% 11.2%

e Net patient revenue was $107.3 million, an increase of $13.5 million (14.4%) from the
previous year.

e Expenses increased $6.1 million (6.4%) from $95.3 million in FY 2009 to $101.4 million in
FY 2010.

e Hospice agencies reported profits from patient services for the first time in several
years. FY 2010 profits were reported as $5.9 million, which is a reversal of losses
reported in 2009 ($1.5 million) and in FY 2008 ($3.5 million).

Aggregate Income/(Loss) on Patient Services — Hospice
(In thousands)

Margin on Net Patient Revenue
FY2005 FY2006 FY2007 FY2008 FY2009 FY 2010

EROE/(Loss)  $1,822 $3,463 $3,393  ($3,467) ($1,467) $5,931
Margin 3.5% 5.2% 4.3% (3.9%) (1.6%) 5.5%
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Other and non-operating revenues were $6.1 million, up from $5.2 million in FY 2009.
Non-operating revenues include contributions from fundraising campaigns and other
donations.

The number of patients served increased by 9.3% and total patient days increased by
20.6%.

Number of Patients Served /
Number of Patient Days — Hospice

Patients FY 2007 FY 2008 FY 2009 FY 2010
Served 8,036 8,283 8,929 9,766
% Change 3.1% 8.1% 9.3%
Days 543,045 571,716 615,801 742,424
% Change 5.3% 7.7% 20.6%

Of the 20 agencies reporting, 8 reported losses in income from patient services. Of
those agencies reporting a loss from patient services, two had positive EROEs as a result
of other and non-operating revenue.

Thirteen agencies were free-standing, six were hospital-based, and one was based in a
home health agency.

Two hospital-based agencies, eleven free-standing agencies, and the home-health based
agency reported profits.

Appendix D, Table 26, provides detailed information for hospice agencies.
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BEHAVIORAL HEALTH

Ninety-six behavioral health providers reported financial information with the Authority for
FY 2010. The data for this reporting period are classified and discussed in three sections.

e Comprehensive Behavioral Health Centers;
e Other Behavioral Health Providers; and

e Methadone Treatment Centers.

The number of behavioral health providers submitting financial reports for FY 2010 was one
less than in the prior year. Worthington Center did not renew its behavioral health license as of
June 30, 2010 but remained in business providing other services that did not require a
behavioral health license. One new provider, Adepto, Inc. was licensed on December 1, 2010,
and began offering services on December 27, 2010. Due to the limited number of days of
operation, financial reports were not required for the 2010 fiscal year.

Comprehensive Behavioral Health Centers

Thirteen regional comprehensive behavioral health centers continued to operate in FY 2010.

These providers offered a full array of services including crisis services; linkages with
inpatient and residential treatment facilities; diagnostic and assessment services; provision
of support services and treatment services.

Financial items related to the Comprehensive Centers included:

e Aggregate profits of $7.4 million (3.9% of total revenue), an increase of $6.5 million over
the prior year.

EROE - Behavioral Health — Comprehensives
(In thousands)
Margin on Total Revenue

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
EROE/(Loss) $952 $2,488 $2,764 $907 $7,398
Margin 0.6% 1.5% 1.5% 0.5% 3.9%

e Total revenue increased by $8.9 million (4.9%), while total expenses increased $2.4
million (1.3%).
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e Two funding categories were responsible for the majority of the increase in revenue:
other support revenue, which includes funding from the Office of Behavioral Health
Services and net patient client revenue.

e Other support revenue increased by $5.3 million (9.3%) and net patient client revenue
increased by $3.6 million (2.9%).

Total Revenue by Type — Behavioral Health — Comprehensives
(In thousands)

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Net Patient $99,816 $106,638 $119,813 $124,269 $127,825
Other Support $59,600 $63,407 $59,907 $56,775 $62,072

e F.M.R.S. Health Systems, Northwood Health Systems, Prestera Center, United Summit
Center and Westbrook Health Services were responsible for approximately $4.4 million
(68%) of the overall increase in profits for the Comprehensive Centers.

e Prestera Center reported the largest net income of $2.0 million (4.8% of total revenue)
and was also responsible for 23.3% of the overall increase in profit for the
Comprehensive Centers. Prestera’s increase in total revenue of $4.4 million outpaced
the operating expense increase of $2.9 million.

e Two comprehensive centers reported losses. Appalachian Community Health Center
reported the largest loss of $169,000 (4.7% of total revenue), and Southern Highland
Community Mental Health Center lost $155,000 (1.4% of total revenue). Six centers
reported losses in FY 2009.

Eleven facilities reported profits in FY 2010. Seven of these providers showed profits for the last
three consecutive years. After recording losses for the prior two years, two providers reported
profits for FY 2010.

Other Behavioral Health Providers

There were seventy-four behavioral health providers that offered specialized services during FY
2010. These services included but were not limited to residential treatment, case management,
waiver, counseling or a combination of services.

The financial condition of the other, non-comprehensive providers included:

WYV Health Care Authority Annual Report 2011



55

Aggregate profits of $14.7 million (3.5% of total revenue), which equaled a decrease of
$5.1 million from FY 2009.

EROE - Behavioral Health — Other
(In thousands)
Margin on Total Revenue

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
EROE/(Loss) $5,317 $14,175 $11,806 $19,730 $14,664
Margin 1.6% 3.9% 3.1% 4.9% 3.5%

Total expense growth of $20.8 million (5.5%) outpaced an increase in total revenue of
$15.7 million (3.9%), a reversal from the prior year where the total revenue increase of
$24.0 million (6.4%) was greater than the growth in total expenses of $16.1 million
(4.4%).

Seven providers were responsible for 79.3% of the total growth in expenses: Burlington
United Methodist Family Services, Coordinating Council for Independent Living,
Greenbrier Academy for Girls; Integrated Resources; REM Community Options; RSCR
West Virginia and VOCA. Information provided in the financial statements revealed
increases in program services, support services and salaries and wages as the major
factors responsible for the increase in expenses.

Three centers reported profits of more than $1.0 million dollars in FY 2010, five less
than in FY 2009.

The top three profitable centers were: VOCA ($7.1 million); RSCR of WV (54.4 million);
and REM West Virginia ($1.3 million).

The largest loss of $1.7 million was reported by the REM Community Options, Inc. Total
revenue growth continues to lag behind the increase in expenses. This is the eighth

consecutive year the provider has reported a loss, with an average loss of $1.8 million.

Thirty-nine facilities reported profits, three less than in FY 2009. Twenty-one of these
providers reported profits for the last three consecutive years.

Twenty-two facilities reported losses for two of the last three years. Twelve reported
losses for all three years.
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Methadone Treatment Centers
In FY 2010, nine licensed methadone treatment centers operated in the state.
Financial items of note for the treatment centers included:

e Aggregate profit was $9.1 million (40.0% of total revenue of $22.8 million) an increase of
$1.2 million from the prior year.

EROE — Behavioral Health — Methadone Treatment
(In thousands)
Margin on Total Revenue

FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
EROE/(Loss) $5,718 $6,101 $6,648 $7,883 $9,125
Margin 27.6% 29.7% 32.8% 36.2% 40.0%

e Total expenses decreased by $218,000 (1.6%), while total revenues grew by $1.0 million
(4.7%). As revealed in the financial statements, service revenues continue to be the
source of the increase, with a 6.0% growth from $19.7 million in FY 2009 to $20.9
million in FY 2010.

e Profits were reported by each center in FY 2010. Four reported profits of over $1.0
million: Huntington $2.4 million (most profitable for the fifth consecutive year), Beckley
$1.8 million, Williamson $1.6 million and Charleston $1.3 million.

e The smallest profit for the year was $192,000 reported by Valley Alliance Treatment

Services. The facility’s profit in FY 2009 was $71,000, which was its first full year of
operation.

Appendix E, Table 27, provides detailed information for behavioral health centers.
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RENAL DIALYSIS CENTERS

Renal dialysis centers are distinct entities that provide treatment for patients in kidney failure.
Six dialysis centers were added over the last two years.

Thirty-two renal dialysis centers operated in West Virginia during FY 2010.
All dialysis centers are for-profit entities.

Total revenue for FY 2010 was $102.3 million, with expenses of $76.8 million resulting in
an aggregate profit of $25.4 million.

Total margin for FY 2010 was 24.9%.

Twenty-six facilities reported profits for FY 2010 ranging from $15,000 to $4.6 million.

Appendix F, Table 28, provides detailed information for renal dialysis centers.
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AMBULATORY SURGERY CENTERS

Ambulatory surgical centers (ASCs) are distinct entities that provide outpatient surgical services
that do not require a hospital admission.

e Eleven certified ASCs operated in West Virginia during FY 2010.
e All ASCs operated as for-profit entities.

e Total revenue for FY 2010 was $24.3 million, with expenses of $21.3 million resulting in
an aggregate profit of $2.9 million.

EROE — Ambulatory Surgery Centers
(In thousands)

Margin on Total Revenue
FY2005 FY2006 FY2007 FY2008 FY2009 FY2010
EROE $4,091 $5,200 $5,200 $5,733 $5,316 $2,942
Margin 18.7% 21.7% 21.7% 22.4% 19.7% 12.1%

e Average profit was $267,000 for FY 2010 and $532,000 in the prior year.

e For FY 2010, seven facilities reported profits; two reported losses; and the two
remaining centers reported a zero margin.

Appendix G provides detailed information for ambulatory surgery centers in Tables 29-30.
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West Virginia Hospitals

G EE

T

Acute Care Hospital (33)

Critical Access Hospital (18)
Rehabilitation Hospitals (5)
Psychiatric Hospital (4)

Long Term Acute Care Hospitals (2)
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List of WV Hospitals and Abbreviations
Abbreviated Names Used in Hospital Tables

Hospital Name

General Acute

Hospital Abbreviation

Beckley Appalachian Regional Hospital
Bluefield Regional Medical Center
Cabell Huntington Hospital

CAMC Teays Valley Hospital
Camden-Clark Memorial Hospital
Charleston Area Medical Center
Charleston Surgical Hospital

City Hospital

Davis Memorial Hospital

Fairmont General Hospital
Greenbrier Valley Medical Center
Jackson General Hospital

Logan Regional Medical Center
Monongalia General Hospital

Ohio Valley Medical Center
Pleasant Valley Hospital

Princeton Community Hospital
Raleigh General Hospital

Reynolds Memorial Hospital

St. Francis Hospital

St. Joseph's Hospital of Buckhannon
St. Joseph's Hospital of Parkersburg
St. Mary's Medical Center
Stonewall Jackson Memorial Hospital
Summersville Memorial Hospital
Thomas Memorial Hospital

United Hospital Center

Weirton Medical Center

Welch Community Hospital

West Virginia University Hospitals
Wetzel County Hospital

Wheeling Hospital

Williamson Memorial Hospital

Beckley ARH
Bluefield Regional
Cabell Huntington
CAMC Teays Valley
Camden-Clark
CAMC

Charleston Surgical
City Hospital

Davis Memorial
Fairmont General
Greenbrier Valley
Jackson General
Logan Regional
Monongalia General
Ohio Valley
Pleasant Valley
Princeton

Raleigh General
Reynolds Memorial
St Francis

St Joseph's (B)

St Joseph's (P)

St Mary's
Stonewall Jackson
Summersville
Thomas Memorial
United Hospital
Weirton Medical
Welch Community
WVU Hospitals
Wetzel County
Wheeling
Williamson

(Continued on Next Page)
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List of WV Hospitals and Abbreviations
Abbreviated Names Used in Hospital Tables

Hospital Name

Critical Access

Hospital Abbreviation

Boone Memorial Hospital

Braxton County Memorial Hospital
Broaddus Hospital Association
Grafton City Hospital

Grant Memorial Hospital
Hampshire Memorial Hospital
Jefferson Memorial Hospital
Minnie Hamilton Health Care Center
Montgomery General Hospital
Plateau Medical Center
Pocahontas Memorial Hospital
Potomac Valley Hospital

Preston Memorial Hospital

Roane General Hospital

Sistersville General Hospital
Summers County - ARH

War Memorial Hospital

Webster County Memorial Hospital

Long Term Acute Care

Boone Memorial
Braxton County
Broaddus

Grafton City
Grant Memorial
Hampshire
Jefferson

Minnie Hamilton
Montgomery
Plateau Medical
Pocahontas
Potomac Valley
Preston Memorial
Roane General
Sistersville General
Summers ARH
War Memorial
Webster County

Cornerstone Hospital of Huntington
Select Specialty Hospital

Psychiatric Hospitals

Cornerstone
Select Specialty

Highland Hospital

Mildred Mitchell - Bateman Hospital
River Park Hospital

Sharpe Hospital

Rehabilitation Hospitals

Highland

Mildred M Bateman
River Park

Sharpe

Huntington Rehabilitation Hospital
MountainView Regional Hospital
Peterson Rehab and Geriatric Center
Southern Hills Regional Hospital
Western Hills Regional Hospital

Huntington Rehab
Mountainview
Peterson Rehab
Southern Hills
Western Hills
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Table 1
West Virginia General Acute Care Hospitals
Comparison of FY 2010 Average Rate Increases
Requested and Granted

Type of Number of Average Average
Application Filed Applications Type of Percent Percent
for FY 2010 Processed Service Requested Granted
I i 12.1 .81
Standard 5 npatu?:tnt 9 6.8
Outpatient 12.06 6.00
Benchmarking o7 Inpatu?:tnt 5.09 2.04
Outpatient 5.04 3.62
Re-established 1

Note: A hospital files a standard application to request a rate increase based

on its internal data; it files under benchmarking for a rate increase determined
by comparing its costs and charges to others in its peer group.
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Table 2
West Virginia General Acute Care Hospitals
FY 2010 Nongovernment Inpatient Rates Allowed
(In Descending Order of Rates)

Type of Rate Allowed
Application Hospital Per Discharge
Benchmarking WVUH $31,510.93
Benchmarking Cabell 27,423.18
Benchmarking CAMC 25,588.73
Benchmarking St. Mary's 20,939.03
Standard St. Joe's - P 20,722.93
Benchmarking St. Francis 20,670.33
Standard Mon General 18,401.47
Benchmarking OVvMC 15,961.92
Benchmarking Logan 15,148.63
Benchmarking Raleigh 14,763.44
Benchmarking CAMC - Teays 14,460.30
Benchmarking Thomas 14,378.06
Benchmarking Wheeling 13,933.43
Benchmarking Camden 13,821.69
Standard United 13,581.18
Benchmarking Jackson 12,325.53
Benchmarking City 12,302.80
Standard Bluefield 11,971.97
Benchmarking Fairmont 11,468.89
Benchmarking Reynolds 11,412.84
Benchmarking Davis 11,253.02
Benchmarking Princeton 10,885.27
Benchmarking Weirton 10,870.34
Benchmarking Wetzel 10,559.61
Standard Beckley ARH 9,863.62
Benchmarking St. Joe's - B 9,825.50
Benchmarking Eye & Ear 9,825.30
Benchmarking Greenbrier 9,724.69
Re-establishment |Grant 9,094.80
Benchmarking Stonewall 8,823.55
Benchmarking Williamson 8,778.84
Benchmarking Pleasant Valley 8,693.59
Benchmarking Summersville 6,826.17

Average Rate $14,115.50

Note: A hospital files a standard application to request a rate increase
based on its internal data; it files under benchmarking for a
rate increase determined by comparing its costs and charges
to others in its peer group.
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Table 3

West Virginia General Acute Care Hospitals
FY 2010 Nongovernment Inpatient Allowed Rates

(In Descending Order of Rates)

(Adjusted by Case-Mix Index)

Case-Mix Adjusted

Hospital Rate
Cabell $22,188.83
WVUH 19,628.09
CAMC 15,685.14
Mon General 13,233.71
St. Joe's - P 13,121.16
Eye & Ear 13,100.40
Logan 13,089.63
St. Francis 12,702.22
Raleigh 12,569.98
St. Mary's 12,566.18
Camden 12,400.60
St. Joe's - B 12,101.86
Thomas 11,828.93
OVMC 11,751.40
Jackson 11,095.09
United 10,971.14
Davis 10,872.48
Bluefield 10,780.70
Grant* 10,727.53
Fairmont 10,549.99
City 10,471.36
CAMC - Teays 10,373.99
Wetzel 10,331.29
Reynolds 10,216.49
Wheeling 9,910.68
Stonewall 9,571.05
Weirton 9,226.23
Williamson 9,157.03
Greenbrier 8,922.55
Princeton 8,690.14
Pleasant Valley 8,669.32
Beckley ARH 8,226.54
Summersville 6,773.34

Note: The CMS case weights for each diagnosis related group (DRG)
were applied to the FY 2009 inpatient discharge data submitted by
each hospital. All-payor data were used to provide more robust

statistics. The resulting case-mix index (CMI) was used to adjust
the allowed charges.

*Prior year case mix was used for Grant due to hospital

converting to CAH.
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Table 4

West Virginia General Acute Care Hospitals
FY 2010 Nongovernment Outpatient Rates Allowed

(In Descending Order of Rates)

Type of Rate Allowed
Application Hospital per Visit
Benchmarking Eye & Ear $2,185.71
Benchmarking St. Mary's 1,257.60
Benchmarking St. Francis 1,190.02
Standard Mon General 1,127.03
Benchmarking Greenbrier 1,025.70
Benchmarking Raleigh 943.41
Standard Beckley ARH 864.17
Benchmarking CAMC 852.82
Benchmarking Davis 832.89
Benchmarking Williamson 816.53
Standard Bluefield 815.06
Benchmarking CAMC - Teays 787.90
Benchmarking Jackson 782.34
Benchmarking Thomas 746.45
Benchmarking Princeton 720.64
Benchmarking Cabell 716.96
Benchmarking Fairmont 709.64
Benchmarking Logan 695.47
Benchmarking Summersville 660.76
Benchmarking City 634.81
Benchmarking Camden 606.39
Benchmarking Stonewall 568.03
Standard United 564.04
Benchmarking Pleasant Valley 561.70
Benchmarking Wetzel 558.63
Benchmarking Wheeling 557.28
Standard St. Joe's - P 556.68
Benchmarking St. Joe's - B 556.48
Benchmarking WVUH 553.64
Re-establish Grant 544.88
Benchmarking Reynolds 535.91
Benchmarking Weirton 533.81
Benchmarking OovMC 506.86

Average Rate $774.86

Note: A hospital files a standard application to request a rate increase

based on its internal data; it files under benchmarking for a
rate increase determined by comparing its costs and charges
to others in its peer group.
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Table 5
WEST VIRGINIA HEALTH CARE AUTHORITY
PEER GROUPS FOR BENCHMARKING*

Acute Care Hospitals Only

All Payor Percent All Payor Percent Maximum
Fiscal Adjusted** | Percent | Qualification | Adjusted** | Percent | Qualification | Percent
Year Charge per from Based on Cost per from Based on Rate
Hospital Name End Discharge Median Charges Discharge Median Cost Increase

Case Mix >1.300 or Level | or Il Trauma - Outlier Threshold $69,000
Wheeling Hospital 9/30 $9,373.25| -29.42% 7.50% $5,462.59| -11.51% 6.50% 7.00%
Ohio Valley 12/31 $13,860.33| 4.37% 4.50% $4,794.09| -22.34% 7.50% 6.00%
CAMC 12/31 $13,236.41| -0.33% 5.00% $5,892.38 -4.55% 5.50% 5.25%
St. Mary's 9/30 $12,745.73| -4.02% 5.50% $6,191.12 0.29% 5.00% 5.25%
WVU Hospitals 12/31 $12,914.41| -2.75% 5.50% $6,200.99 0.45% 5.00% 5.25%
Cabell Huntington 9/30|  $13,903.62| 4.70% 4.50% $6,155.02 -0.29% 5.00% 4.75%
St. Joseph's (P) 12/31 $14,026.57| 5.62% 4.50% $6,121.96 -0.83% 5.00% 4.75%
St. Francis 9/30|  $13,323.60| 0.33% 5.00% $6,574.73 6.51% 4.00% 4.50%
Monongalia General 6/30 $13,408.10|  0.96% 5.00% $6,906.90|  11.89% 3.50% 4.25%
CAMC - Teays Valley 12/31 $12,637.60| -4.84% 5.50% $7,225.56]  17.05% 2.50% 4.00%

MEDIAN $13,280.01 $6,173.07
Case Mix of 1.050- 1.300 - Outlier Threshold $57,600
Jackson General 30-Sep $8,757.20| -19.65% 7.50% $4,136.24| -25.57% 7.50% 7.50%
Greenbrier Valley 31-Dec $9,555.12| -12.33% 7.00% $4,644.35| -16.43% 7.50% 7.25%
Beckley ARH 30-Jun|  $10,016.91| -8.10% 6.00% $4,682.06] -15.75% 7.50% 6.75%
Bluefield Regional 30-Jun $10,100.21| -7.33% 6.00% $5,139.80 -7.51% 6.00% 6.00%
Princeton 30-Jun| $10,351.46| -5.03% 5.50% $5,388.47 -3.03% 5.50% 5.50%
City Hospital 31-Dec $9,794.00| -10.14% 6.50% $5,983.80 7.68% 4.00% 5.25%
Davis Memorial 31-Dec| $11,155.72| 2.35% 4.50% $5,557.11 0.00% 5.00% 4.75%
Logan Regional 31-Dec| $17,780.43| 63.13% 2.50% $4,893.88] -11.93% 6.50% 4.50%
United Hospital 31-Dec| $10,316.58| -5.35% 5.50% $6,082.34 9.45% 3.50% 4.50%
Reynolds Memorial 30-Sep $10,899.48|  0.00% 5.00% $6,201.76]  11.60% 3.50% 4.25%
Raleigh General 31-Dec| $13,703.67| 25.73% 2.50% $5,108.27 -8.08% 6.00% 4.25%
Weirton Medical 30-Jun $12,125.17| 11.25% 3.50% $6,532.33]  17.55% 2.50% 3.00%
Camden-Clark 30-Jun|  $14,041.57| 28.83% 2.50% $6,343.48|  14.15% 3.00% 2.75%
Fairmont General 31-Dec| $12,541.87| 15.07% 2.50% $6,693.49|  20.45% 2.50% 2.50%
Thomas Memorial 30-Sep|  $13,531.43| 24.15% 2.50% $6,398.91 15.15% 2.50% 2.50%

MEDIAN $10,899.48 $5,557.11
Case Mix <1.050 - Outlier Threshold $29,900
Pleasant Valley 30-Sep|  $10,726.40[ -0.75% 5.00% $4,463.40| -18.59% 7.50% 6.25%
Summersville Memorial 31-Dec $9,751.39| -9.77% 6.50% $5,689.55 3.78% 4.50% 5.50%
Williamson Memorial Hospital | 31-Dec| $11,148.49] 3.16% 4.50% $4,861.56] -11.33% 6.50% 5.50%
Stonewall Jackson 30-Sep|  $10,807.38]  0.00% 5.00% $5,482.53 0.00% 5.00% 5.00%
St. Joseph's (B) 30-Sep|  $10,764.66| -0.40% 5.00% $5,766.30 5.18% 4.50% 4.75%
Wetzel County 30-Jun $12,824.54| 18.66% 2.50% $4,882.71|  -10.94% 6.50% 4.50%
Charleston Surgical 31-Dec| $17,289.95| 59.98% 2.50% $18,523.60| 237.87% 2.50% 2.50%

MEDIAN $10,807.38 $5,482.53

*To file a rate application based on the benchmarking methodology, a hospital must use this ranking to determine the increase it may request.
The maximum rate is determined by averaging the percentages calculated from the charge and cost determinations. Only hospitals with fiscal
years ending on 12/31/11, 6/30/2012, and 9/30/2012 used this ranking.

**Adjusted by the hospital's FY 2009 all payor case mix index.
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Table 20
West Virginia Hospitals - General Acute, Critical Access
July 2007 - June 2010 Readmission and Mortality Information

Comparison with National 30-Day Measure

Hospital Name Condition Death (Mortality) Rates | Readmission Rates
General Acute Care Hospitals
Beckley ARH Heart Attack No Different Number of Cases Too Small
Beckley ARH Heart Failure No Different No Different
Beckley ARH Pneumonia No Different No Different
Bluefield Regional Heart Attack No Different No Different
Bluefield Regional Heart Failure No Different No Different
Bluefield Regional Pneumonia No Different No Different
Cabell Huntington Heart Attack No Different No Different
Cabell Huntington Heart Failure No Different No Different
Cabell Huntington Pneumonia No Different No Different
CAMC Heart Attack No Different No Different
CAMC Heart Failure No Different No Different
CAMC Pneumonia No Different No Different
CAMC Teays Valley Heart Attack No Different Number of Cases Too Small
CAMC Teays Valley Heart Failure No Different No Different
CAMC Teays Valley Pneumonia No Different No Different
Camden-Clark Heart Attack No Different No Different
Camden-Clark Heart Failure No Different No Different
Camden-Clark Pneumonia No Different No Different
City Hospital Heart Attack No Different No Different
City Hospital Heart Failure No Different No Different
City Hospital Pneumonia No Different No Different
Davis Memorial Heart Attack No Different No Different
Davis Memorial Heart Failure No Different No Different
Davis Memorial Pneumonia No Different No Different
Fairmont General Heart Attack No Different No Different
Fairmont General Heart Failure No Different No Different
Fairmont General Pneumonia No Different No Different
Grant Memorial Heart Attack Number of Cases Too Small Number of Cases Too Small
Grant Memorial Heart Failure No Different No Different
Grant Memorial Pneumonia No Different No Different
Greenbrier Valley Heart Attack No Different No Different
Greenbrier Valley Heart Failure No Different No Different
Greenbrier Valley Pneumonia No Different No Different
Jackson General Heart Attack No Different Number of Cases Too Small
Jackson General Heart Failure No Different No Different
Jackson General Pneumonia No Different No Different
Logan Regional Heart Attack No Different No Different
Logan Regional Heart Failure No Different No Different
Logan Regional Pneumonia No Different No Different
Monongalia General Heart Attack No Different No Different
Monongalia General Heart Failure No Different No Different
Monongalia General Pneumonia No Different No Different
Ohio Valley Heart Attack No Different No Different
Ohio Valley Heart Failure No Different No Different
Ohio Valley Pneumonia No Different No Different
Pleasant Valley Heart Attack No Different No Different
Pleasant Valley Heart Failure No Different Worse
Pleasant Valley Pneumonia No Different No Different
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West Virginia Hospitals - General Acute, Critical Access

Table 20

July 2007 - June 2010 Readmission and Mortality Information

Comparison with National 30-Day Measure
Hospital Name Condition Death (Mortality) Rates Readmission Rates

Princeton Heart Attack No Different No Different
Princeton Heart Failure No Different No Different
Princeton Pneumonia Worse Worse
Raleigh General Heart Attack No Different No Different
Raleigh General Heart Failure No Different No Different
Raleigh General Pneumonia No Different No Different
Reynolds Memorial Heart Attack No Different No Different
Reynolds Memorial Heart Failure No Different No Different
Reynolds Memorial Pneumonia No Different No Different

St Francis Heart Attack No Different No Different

St Francis Heart Failure No Different No Different

St Francis Pneumonia No Different No Different

St Joseph's (B) Heart Attack Number of Cases Too Small Number of Cases Too Small
St Joseph's (B) Heart Failure No Different No Different

St Joseph's (B) Pneumonia No Different No Different

St Joseph's (P) Heart Attack No Different No Different

St Joseph's (P) Heart Failure No Different No Different

St Joseph's (P) Pneumonia No Different No Different

St Mary's Heart Attack No Different No Different

St Mary's Heart Failure No Different No Different

St Mary's Pneumonia No Different No Different
Stonewall Jackson Heart Attack No Different No Different
Stonewall Jackson Heart Failure No Different No Different
Stonewall Jackson Pneumonia No Different No Different
Summersville Heart Attack No Different Number of Cases Too Small
Summersville Heart Failure No Different No Different
Summersville Pneumonia No Different No Different
Thomas Memorial Heart Attack No Different No Different
Thomas Memorial Heart Failure No Different No Different
Thomas Memorial Pneumonia No Different No Different
United Hospital Heart Attack No Different No Different
United Hospital Heart Failure No Different No Different
United Hospital Pneumonia No Different No Different
Weirton Medical Heart Attack No Different No Different
Weirton Medical Heart Failure No Different No Different
Weirton Medical Pneumonia No Different No Different
Welch Community Heart Attack Number of Cases Too Small Number of Cases Too Small
Welch Community Heart Failure Number of Cases Too Small Number of Cases Too Small
Welch Community Pneumonia No Different No Different
Wetzel County Heart Attack No Different No Different
Wetzel County Heart Failure No Different No Different
Wetzel County Pneumonia No Different No Different
Wheeling Heart Attack No Different No Different
Wheeling Heart Failure No Different No Different
Wheeling Pneumonia No Different No Different
Williamson Heart Attack No Different Number of Cases Too Small
Williamson Heart Failure No Different No Different
Williamson Pneumonia No Different No Different
WVU Hospitals Heart Attack No Different No Different
WVU Hospitals Heart Failure No Different No Different
WVU Hospitals Pneumonia No Different No Different
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Table 20
West Virginia Hospitals - General Acute, Critical Access

July 2007 - June 2010 Readmission and Mortality Information

Comparison with National 30-Day Measure

Hospital Name Condition Death (Mortality) Rates | Readmission Rates
Critical Access Hospitals
Boone Memorial Heart Attack Number of Cases Too Small Number of Cases Too Small
Boone Memorial Heart Failure No Different No Different
Boone Memorial Pneumonia No Different No Different
Braxton County Heart Attack Number of Cases Too Small Number of Cases Too Small
Braxton County Heart Failure No Different No Different
Braxton County Pneumonia No Different No Different
Broaddus Heart Attack Number of Cases Too Small No Data Available
Broaddus Heart Failure Number of Cases Too Small Number of Cases Too Small
Broaddus Pneumonia No Different No Different
Grafton City Heart Attack Number of Cases Too Small Number of Cases Too Small
Grafton City Heart Failure No Different No Different
Grafton City Pneumonia No Different No Different
Hampshire Heart Attack Number of Cases Too Small Number of Cases Too Small
Hampshire Heart Failure No Different No Different
Hampshire Pneumonia Number of Cases Too Small Number of Cases Too Small
Jefferson Heart Attack Number of Cases Too Small Number of Cases Too Small
Jefferson Heart Failure No Different No Different
Jefferson Pneumonia No Different No Different
Minnie Hamilton Heart Attack No Data Available No Data Available
Minnie Hamilton Heart Failure No Data Available No Data Available
Minnie Hamilton Pneumonia No Data Available No Data Available
Montgomery Heart Attack No Different Number of Cases Too Small
Montgomery Heart Failure No Different No Different
Montgomery Pneumonia No Different No Different
Morgan County War Heart Attack Number of Cases Too Small Number of Cases Too Small
Morgan County War Heart Failure No Different No Different
Morgan County War Pneumonia No Different No Different
Plateau Medical Heart Attack No Different No Different
Plateau Medical Heart Failure No Different No Different
Plateau Medical Pneumonia No Different No Different
Pocahontas Heart Attack No Data Available No Data Available
Pocahontas Heart Failure No Different No Data Available
Pocahontas Pneumonia No Data Available No Data Available
Potomac Valley Heart Attack No Different Number of Cases Too Small
Potomac Valley Heart Failure No Different No Different
Potomac Valley Pneumonia No Different No Different
Preston Memorial Heart Attack Number of Cases Too Small Number of Cases Too Small
Preston Memorial Heart Failure No Different No Different
Preston Memorial Pneumonia No Different No Different
Roane General Heart Attack Number of Cases Too Small Number of Cases Too Small
Roane General Heart Failure Number of Cases Too Small Number of Cases Too Small
Roane General Pneumonia No Different No Different
Sistersville General Heart Attack Number of Cases Too Small No Data Available
Sistersville General Heart Failure Number of Cases Too Small Number of Cases Too Small
Sistersville General Pneumonia No Different No Different
Summers ARH Heart Attack No Different Number of Cases Too Small
Summers ARH Heart Failure No Different No Different
Summers ARH Pneumonia No Different No Different
Webster County Heart Attack Number of Cases Too Small Number of Cases Too Small
Webster County Heart Failure Number of Cases Too Small No Different
Webster County Pneumonia No Different No Different

Source: U.S. Dept. of Health and Human Services, Hospital Compare, website: http://www.hospitalcompare.hhs.gov. Dec. 2011
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Appendix B — Nursing Home Map and Tables

Map of WV NUrsing Homes . . ... oot e e e 107
Tables
Table 21 FY 2008-10 Income and Expense by Facility . . ......................... 109
Table 22 FY 2010 Medicare and Medicaid Revenue and Expenses by Facility ....... 112
Table 23 FY 2010 Income and Expense by Facility . .. ......... ... ..o i ... 115
Table 24 FY 2008-10 Patient Days by Facility . .. ....... ... .o i 118
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Appendix C — Home Health Map and Table

Map of WV Home Health Agencies

Table

Table 25 FY 2008-10 Revenue and Expense by Facility .. ......... ... ... ... ... ... ....
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West Virginia Home Health
Agencies by County

w ?
Randolph
Braxton 2 Pendleton
3 2
Mo

Pocahontas
4

Greenbrié

Number of Agencies
Serving County

[]1-4
[s-s
[ 7-9
B 10-13

4

Source: 2010 Annual Survey of
Home Health Services.
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Appendix D — Hospice Maps and Table

Map of WV Hospice Agency Locations. . ..., 133
Map of WV Hospices by County . . ... oot e 134
Table

Table 26  FY 2010 Income and Expense by Facility . .. ......... ... ... . i i L.
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133

ck

West Virginia Hospice
Agency Locations

Monongalia A

Wetzel
’ Preston
Doddridge
a q Barbour

Randolph
P

endleton

Pocahontas

A Agency Office Locations (20)

Greenbrier
One hospice agency that serves
the northern panhandle

is based in Ohio.
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& West Virginia Hospices
o by County

2
Marion] Preston

Ritchie

qg
3
2
Randolph Pendleton
Rozne Braxton 2 2
Clay}
(Nicholas) Pocahontas
3
Boone . .
3 Number of Agencies
Serving County
Raleigh
2 )
(Monroe]

Source: 2010 West Virginia
Hospice Survey
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Appendix E — Behavioral Health Map and Table

Map of WV Behavioral Health Facilities .. ............ .. .. . i i,

Table

Table 27 FY 2008-10 Revenue and Expense by Facility .. ... ... ... .. o i oLt
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West Virginia Behavioral
Health Centers and Methadone
Treatment Centers

Pendleton

Pocahontas

@ Comprehensive Behavioral Health Centeres (13)

4 Methadone Treatment Centers (9)
# Other Behavioral Health Centers (74)

Note: One Behavioral Health Center
is headquartered in Kentucky.
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Appendix F — Renal Dialysis Centers Map and Table

Map of WV Renal DialysisCenters ..., 147
Table
Table 28 FY 2008-10 Revenue and Expense by Facility ... ............ ... ... ... .... 149
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West Virginia
Renal Dialysis Centers

J
Berkeley '
.
Jefferson

Marshall

Monoridla
Doddridge
Barbour

Rk

o Morgan

Tucker

Braxton Pendleton

Greenbrier

Pocahontas

Raleigh . .

SN

. Renal Dialysis Centers 2010 (32)
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Appendix G — Ambulatory Surgical Centers Map and Tables

Map of WV Ambulatory Surgical Centers ......... ... ... 153
Table
Table 29 FY 2008-10 Revenue and Expense by Facility ... ........ ... ... i ... 154
Table 30 FY 2010 Utilization by Procedures, Total Cases Performed. ..................... 155
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West Virginia Ambulatory
Surgical Care Centers

Monongalia

I Barbour m
i Randolph
Roane Braxton ¢ Pendleton
H ocahontas
Boone .
’ ' Ambulatory Surgical Centers (11)

Y Raleigh

.
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GLOSSARY OF TERMS

Accounts Payable: Amounts owed to others for goods, services, and supplies purchased and
received, but not yet paid for as of the balance sheet date.

Accumulated Depreciation: Amount charged to expense through the annual amortization of
the cost of the property, plant, and equipment.

Bad Debt: Amount not recoverable from a patient following exhaustion of all collection efforts.

Capital Lease Obligations: Consists of a portion of the long-term debt obligations incurred for
leased items such as equipment and other long-lived assets when leases meet criteria
necessary for being capitalized.

Cash: Money in the bank available for immediate expenditure. This may include cash
equivalents which are financial instruments that may be readily and quickly converted into
cash.

Charity Care: Uncompensated care given by a health care facility to indigent and medically-
indigent people as part of a written mission or charity care policy. It does not include accounts
written off as “bad debts” or thirty-party adjustments, including those for Medicare and
Medicaid. This represents health care services accounted for on the accrual basis which were
provided, but were never expected to result in cash inflows.

Contractual Allowance: Accounting adjustment to reflect uncollectable differences between
established charges for services rendered to insured persons and rates payable for those
services under contracts with third-party payors. The amount of the discount from total
charges negotiated by the health care provider with an insurer for the provision of health care
services. Or, the difference between total charges and the reimbursement allowed by a
governmental payor.

Critical Access Hospital: Rural acute care hospital with no more than 25 licensed beds
consisting of acute care beds and/or swing beds. The average length of stay must not exceed
96 hours. The Critical Access Hospital has emergency services available 24 hours and
agreements, contracts or affiliations for transfer and services.

Current Maturities of Long Term Debt: Amounts payable on bonds, mortgage loans, capital
lease obligations, and other long-term debts to be paid in the next 12 months.

Derivative Agreement: A financial instrument that is derived from some other asset, index,
event, value or condition (known as the underlying asset). Rather than trade or exchange the
underlying asset itself, derivative traders enter into an agreement to exchange cash or assets
over time based on the underlying asset.
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Glossary of Terms (Cont.)

Diagnosis-related Groups (DRGs): Classifications in a system to group patients by diagnosis,
type of treatment, age, and other relevant factors. Hospitals are paid a set fee for treatment of
patients in each DRG category regardless of resource utilization (within limits) under this
prospective payment system.

Diagnosis-related Group (DRG) Case Weight: Measure of the relative average expected
resource utilization or costliness of patient care in a particular DRG in comparison to the
average costliness of all DRGs. A case weight of 1.0000 is given to a DRG with expected resource
consumption equal to that of the average of all DRGs.

Employment Retirement Income Security Act (ERISA) of 1974: A federal law which established
rules for pension and retirement plans, which excluded states from regulating these plans. The
majority of health plans in the US are covered by ERISA, and therefore exempted from certain
regulations. Only federal courts have jurisdiction for lawsuits against ERISA covered plans.

Excess Revenue (Deficit) Over Expenses (EROE): Bottom line measure of residual income or
(loss) that is generated from the aggregate revenues, expenses, gains, and losses of the facility
due to the overall activities of the facility.

Fund Balance and/or Equity: Consists of tax-exempt corporation fund balances and proprietary
corporation owner’s equity including capital invested and retained earnings.

Goodwill: Additional value above fair value of an entity, creating an intangible asset, which is
attributed to an organization for a perceived competitive advantage due to outstanding
reputation, employee morale, or potential synergy with a purchasing entity.

Gross Patient Revenue (GPR): Amount charged by the facility for services provided to patients.
It is the standard charge made by the facility before discounts and contractual allowances.

Income (Loss) from Patient Services: Equals net patient revenue less operating expenses. Net
patient revenue only includes payments for patient services rendered, it does not include other
operating or non-operating revenues.

Inventory: Cost of supply items on hand that will be used in the next period. It may consist of
medical supplies, surgical supplies, pharmaceutical supplies, food, and other supplies.

Long Term Acute Care Hospital (LTCH): Acute care hospital that provides care for patients who
have been in an intensive care or short-term care setting and who require an extended length

of stay (greater than 25 days). LTCHs are often referred to as a “hospital within a hospital”.

Long-term Debt: Consists of notes payable to banks, revenue bonds payable, and, in some
cases, capital lease obligations due to be paid at a date more than one year in the future.
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Major Diagnosis Category (MDC): Grouping of DRGs in a higher category of medically related
system classifications.

Margin: The percentage of revenue or net income that has been realized after expenses.

Medicare Severity Diagnosis Related Groups (MSDRG): Classification system which groups
inpatient discharges by principal and secondary diagnosis. System became effective as of
10/1/07 replacing the DRG classification system.

Net Patient Receivables: Amounts owed by patients less contractual adjustments and
estimated allowances for bad debt.

Net Patient Revenue (NPR): Amount the facility receives or expects to receive from patients
and/or third-party payors for the services provided by the facility less contractual adjustments,
and allowances for Charity Care and Bad Debt.

Net Property, Plant, and Equipment: Remaining book value of physical assets such as buildings
and equipment after subtracting accumulated depreciation.

Non-operating Revenue: Amounts the facility receives from items that are neither directly nor
indirectly the result of treating patients or other operating activity. Examples of revenue in this
category are investment income and donations.

Other Assets: Items not expected to be expended in the current period, but with limited use
due to restrictions. These consist of items such as funds held for bond indenture requirements,

investments for self-insured malpractice, and hospitalization programs.

Other Current Assets: Items expected to be expended during the current period. These consist
of items such as short-term investments and current portion of assets.

Other Current Liabilities: Accrued expenses for wages and salaries, benefits, and interest.

Other Liabilities: Consists of items such as liabilities for self-insured malpractice, employee
benefit programs (pension and health care), and inter-company payables for affiliated facilities.

Other Operating Revenue: Amount the facility receives from sales of items not directly
resulting from treating patients. It includes items such as cafeteria sales and the sale of copies

of medical records.

Other Receivables: Receivables from revenue sources other than patients. The receivable may
consist of settlement amounts due from Medicare, Medicaid, or from other parties.

Other Revenue: Other operating revenue plus non-operating revenue.
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Glossary of Terms (Cont.)

Payor: The person, government body, or public or private organization that is responsible for
payment of health care expenses. Payors include insurance companies and self-insured
employers.

Pre-tax Income: Revenues minus expenses before income tax, and may also exclude
extraordinary items.

Prepaid Expenses: Amounts already paid for the cost of items that will be expended in the
current period. The prepaid expenses may consist of items such as prepaid insurance.

Property, Plant, and Equipment: Historical cost of land, buildings, and equipment owned by
the facility. It may also include capital leases, which are leases for the approximate life of the
asset.

Renal Dialysis: A process that filters the blood, the way kidneys do when functioning normally,
using a special machine. The filtration rids the blood of waste products then returns it to the
patient through a venous catheter.

SFAS 159: Statement of Financial Accounting Standards (SFAS) 159, The Fair Value Option for
Financial Assets and Financial Liabilities. This Statement allows entities to report certain
financial instruments at fair value, and avoid employing complex hedge accounting practices.

Swing Bed: Beds certified by Medicare for use in small hospitals as either general
medical/surgical or skilled nursing beds with reimbursement based on the specific care
provided. Swing beds provide small hospitals with greater flexibility to meet fluctuating
demands for inpatient hospital and skilled nursing care.

Total Assets: Total of all assets listed in the balance sheet.
Total Liabilities: Total of all liabilities listed on the balance sheet.

Total Liabilities and Fund Balances and/or Equity: Summation of the total liabilities and fund
balance or equity shown on the balance sheet.

Total Operating Expenses: Amount recorded by the facility for items purchased or accrued as
normal operating expenses. It includes, but is not limited to, items such as salaries, employee
benefits, medical supplies, utilities, depreciation, interest on debt, income and provider taxes (if
applicable), and all other necessary supplies.

Uncompensated Care: Amount of patient care provided without compensation or

reimbursement, consisting of charity care and bad debt. Contractual allowances are not
included.
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WEST VIRGINIA HEALTH
INFORMATION NETWORK

The West Virginia Health Information Network (WVHIN) is a public/private partnership created
by Senate Bill 170 in 2006. The WVHIN is charged with building a secure electronic health
information system for the exchange of patient data between physicians, hospitals, diagnostic
laboratories, other care providers, and stakeholders. Federal (ARRA) and state funds are being
used to create the WVHIN’s statewide health information exchange (HIE). This HIE will provide
the state’s health care community with a trusted, integrated and seamless electronic structure
enabling medical data exchange necessary for high-quality, patient-centered care.

The WVHIN has fostered broad stakeholder interest and participation during the first half of 2011,
and traveled across the state to present information at various professional gatherings such as
the WVHIMSS Annual Meeting, WV Public Health Conference, and the WV Rural Health Conference
to name a few.

In August 2011, the WVHIN Board of Directors approved a contract with Thomson Reuters to
provide the technology solution for the state health information exchange. The WVHIN, along
with the Thomson Reuters Project Team, quickly began implementation activities in the pilot
communities of Morgantown and Wheeling. The Pilot Communities are tentatively scheduled to
“go-live” in the first quarter of 2012. Pilot participants include Wheeling Hospital, West Virginia
University Hospitals, the West Virginia Statewide Immunization Information System (registry) and
other service providers in the pilot communities with a readiness to connect to the network.

In November 2011 the WVHIN Board of Directors approved a proposed Legislative Rule, 65 CSR
28, which establishes the standards for the development, implementation, and operation of the
WVHIN as an interoperable statewide network for health information exchange. Under the rule
making authority of the WVHCA, 65 CSR 28 has been submitted to the WV Legislative Review
Committee for review and public comment.

WYV DIRECT, a secure messaging feature designed to allow health care providers of all sizes to
participate in health information exchange and attest for meaningful use as defined by the Office
of the National Coordinator was implemented in December 2011.

It has been an exciting year for the WVHIN and health
information exchange in West Virginia. The WVHIN has ensured
d continued stakeholder interest and engagement, fostered
widespread participation within our pilot communities, and built
" a solid foundation of policy, principle, and purpose. WVHIN
enters 2012 poised to continue the mission of providing the

citizens and health care providers of West Virginia a trusted,
* integrated and seamless electronic structure enabling medical
| data exchange necessary for high quality, patient-centered care.

www.wvhin.org




All West Virginians will

have appropriate access

| Jto a continuum of afford-

('lable, quality, coordinated
health care services

Mission

The West Virginia Health Care Authority will work
with public and private sector entities to:

» Protect citizens from unreasonable increases in the
cost of health care services;

» Assure the collection, analysis and dissemination of
health related information to citizens, providers,
policy-makers and other customers;

Promote appropriate distribution of health care
services; and,

Promote the financial viability of the health care
delivery system.

www.hcawv.org




