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Executive Summary

The 2013 HealthStrong™ hospital study includes findings from research
conducted by iVantage Health Analytics that shed new, multi-dimensional
light on hospital performance under the New Healthcare.

The study utilizestheHo s pi t al Strength I ndex™, the first nat
to evaluate community hospitals from: market, value-based and financial perspectives. It

has three parts: a) Summary findings across the eight performance categories

encompassing the Hosp i t a | St r e n)gPertormannectiearactéristids of the 2013

Top 100 US general acute care hospitals, and ¢) Results from hospital executive

interviews conducted by iVantage Health Analytics.

Summary of 2013 Hospital Strength Index Category Findings

The Hospital Strength I ndex™ provides a comprehe
comparing hospital performance. The scoring model aggregates hospital-specific data for

56 individual metrics and calculates percentile rankings based on performance in

comparison to all hospitals in the study group. Eight (8) primary index scores are derived

based on the composite scores of their respective metrics. Aggregate scores across the

eight indices serve as the basis for a single overall rating — the Hospital Strengt h | nd e x ™.
iVantage performed statistical analysis to identify relationships, dependencies and
correlations of the various Hospi t al Strength I ndex™ components.

iVantage Health Analytics has investigated the relationships among the eight (8) equally-
weighted performance Indexes or Pillars. The purpose of this statistical inquiry was to
identify which Pillars had strong positive or negative correlations with other Pillars. Below
are four (4) major findings:

Financial Strength is strongly associated with Overall Strength;

Clinical Outcomes performance is strongly associated with Overall Strength;
Competitive Intensity is strongly associated with market share; and
Competitive Strength has a negative association with projected Market Growth.

Summary of 2013 Top 100 Hospital Performance Findings

Based on rankings from the most recent version o
identified and profiled the 2013 Top 100 Hospitals. Below are findings from this high-
performing benchmark cohort:

* Top 100 hospitals achieve consistently high scores in multiple performance categories;

« Top 100 hospital median scores in the Quality Index were below the 75th percentile;

« Top 100 hospitals in the South and Midwest census regions outperform the West and
Northeast census regions;

« Top 100 hospitals in the South census region tend to be much larger in terms of bed
size;

* Top 100 hospitals are comprised of over 50% teaching hospitals;

« Top 100 hospitals have wide performance variance within individual performance
categories; and

* North Carolina has the highest number of Top 100 hospitals.

Summary of 2013 Top 100 Critical Access Hospital (CAH) Findings

e Top 100 CAHs include 60 multi-year Top Performers with 40 new facilities joining the
ranks in 2013;

« Top 100 CAHs perform as well or better at the median overall than the full census of all
U.S. general acute care hospitals;
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* Top 100 CAHs are disproportionately located in the Northern half of the United States
with nearly one third located in three contiguous Upper Midwest states (13 in Wisconsin;
9 in Minnesota; and 9 in lowa);

» Top 100 CAHs face the least population-based demand for future healthcare services
while their Quality is near the Top Quartile when compared to all U.S. general acute care
hospitals;

« Top 100 CAH performance is in the Top Quartile of all U.S. general acute care hospitals
in the Financial and Cost & Charge categories of the study; and

* Top 100 CAHs are equally divided in terms of organizational structure — (52% are
independent; 48% are system-affiliated).

Summary of High-Performing Hospital Executive Interviews
Two imperatives — 1) accelerating performance and 2) competing on analytics — were

identified from interviews conducted with a subset of executives from high performing
hospitals. In addition to these two themes, ten (10) specific priorities surfaced:

They have a st ingritiengy aaoed thiigteut the drganization;
» They focus on accelerating performance;

» They create high reliability by hardwiring performance;

» They compete using analytics;

» Everyone knows theorgani z at i on
» Everyone knows the problems and priorities;

» Everyone is responsible for strategy;

» Use outside references for benchmarks;
 Physician collaboration is key; and

» Employees consistently talk about four (4) things:

s financi al performance;

1. The high standards in the organization;

2. Listening to patients and families;

3. Autonomy to get the job done; and

4Reframing of their jobs so it is “purposeful

About iVantage Health Analytics

iVantage Health Analytics® is a leading provider of information products serving an

expansive healthcare industry. We integrate diverse data into a single source and apply

that data to innovative delivery platforms to e
relevant strategic action. iVantage Health helps healthcare executives gain strategic

perspective across the entire enterprise, from Strategy and Planning to Clinical and

Functional Performance Benchmarking and Physician Strategy. Our solutions blend our

deep industry and operational expertise with internal benchmark analytics and strategic

market information.

The most current version of this report and other research findings can be viewed or
downloaded for free at:
http://www.ivantagehealth.com/2013-healthstrong-hospitals/.
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Introduction

The purpose of this report is to use publically available data and proprietary
business intelligence to provide a comprehensive comparison of 4,400+ acute
care hospitals across a continuum of financial, value-based and market driven
performance indicators.

The Hospital St r eaggdgdtes tHatadoe 56 iidicesocohanized into eight
(8) performance pillars. It focuses on a set of CMS value based indicators, augmented by
market/competition and financial indicators. It is the first rating system to incorporate
market position, competitive intensity and growing healthcare demand. It is also the first
rating system modeled on research-based financial ratios most determinant of long-term
financial sustainability. This study is unique because it is founded on the belief that a
strong hospital/system has the following characteristics in the new healthcare:

« Dominant market share with growing demand;
Less direct competition;

Outstanding quality and safety programs;
Loyal, satisfied patients;

Efficient and appropriately priced services; and
Strong balance sheet with surplus capital.

Review of Data Sources

i Vantage Health Anal ytics updtoreetimestpdre Hos pi t
year, with each release based on the most recently available public data files.

Ratings are based on publicly available data sources, including Medicare Cost Reports,

Medicare claims data, Hospital Compare reporting and related sources. In this updated

study, i Vantage modi fied the Hospital Strength |
available data sets and applied a set of refinements to the methodology based on market

feedback and access to new data sets.

The Hospital S t designagl to Iprovide alcempi®henss/e yet straightforward
method for comparing hospital performance. The scoring model aggregates hospital-
specific data for over 56 individual metrics and calculates percentile rankings based on
performance in comparison to all hospitals in the study group. Eight (8) primary index, or
pillar, scores are derived based on the composite scores of their respective components.
Aggregate scores across the eight (8) indices serve as the basis for a single overall rating
— the Hospital Strength Index™. For a detailed treatment of the iVantage Hospital
Strengt h | nd et/ wwvliventagebealth.comihdspital-strength-index/ and
refer to the iVantage Methodology.
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Statistical Analysis of the 2013 Hospital Strength Index

iVantage' performed statistical analysis on 56 financial, operational and market-
based metrics to identify relationships, dependencies and correlations of the
eight Hospit al Strength Index™ pillars.

Index Methodology and Data Source Details

Descriptions of the specific data sources and methodologies employed in the calculation
of the Hospital Strength Index™ and its primary

Hospital Strength Index Components

The Hospital Strength Index is comprised of one overall hospital performance rating, three
(3) category composite scores and eight (8) domain index scores, or pillars, as outlined
below:

Overall Strength:

* Hospital Strength Index: A rating of overall hospital performance based on
the percentile rank of the aggregate total scores of the eight (8) domain indices.

Category Composites:

* Market Strength Index: An overall rating of market factors — including: market
position (share), competition, and market size and growth — based on the percentile
rank of the aggregate total score of the three (3) Market Strength domain indices.

* Value-Based Strength Index: An overall rating of value factors — including: patient
safety, quality, outcomes, patient perception, and cost & charge — based on the
percentile rank of the aggregate total score of the four (4) Value-Based Strength
domain indices.

« Financial Strength Index: An overall rating of financial factors — including: leverage,
liquidity, capital efficiency and resource availability — based on the percentile rank of
the Financial Stability domain index.

Domain Pillars:

« Competitive Strength Index: A rating of market position (share) based on the
percentile rank of the target f a ¢ i | erfihdghl-Hirschiman Index score.

« Competitive Intensity Index: A rating of the concentration of other market power
based on the percentile rank of the aggregate Herfindahl-Hirschman Index score
for all competing hospitalsinthetarget f aci | i ty’ s mar ket.

« Market Size & Growth Index: A rating of market potential based on the percentile
rank of the five-year projected growth in healthcare demand and five-year projected
tot al I npatient case volume for the target fac

¢ Quality Index: A rating of hospital performance based on the percentile rank of a
composite average across the five (5) categories of Hospital Compare Process of
Care measures.

e Outcomes Index: A rating of hospital performance based on the percentile

* Susan DesHarnais, MPH, Ph.D., is a consultant with iVantage Health Analytics. Her degrees are from the University of Michigan. She has over 40 years of experience in the

healthcare field as a professor and a researcher. Her area of expertise is Healthcare Quality and Safety, with much original work in the risk-adjustment of hospital outcomes

data. She taught at the University of North Carolina at Chapel Hill for 10 years; she was Chair of the Department of Health Administration and Policy at the Medical University of

South Carolina; and she was the Scientif i ¢ Di rector of the National Cancer Database in Chicago. inMore recently ¢
Healthcare Quality and Safety at Thomas Jefferson University in Philadelphia. She is now a Professor at Mount Olive College in North Carolina.
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rank of acomposite average across the six (6) categories of Hospital Compare
Outcomes of Care measures, the percentile rank of the AHRQ Patient Safety
Indicators Composite Score, and the percentile rank of a proprietary overall Medicare
Inpatient mortality score.

e Patient Perspective Index: A rating of hospital performance based on the percentile
rank of a composite average of two (2) Hospital Compare HCAHPS measures
(Overall Rating and Recommend).

» Costs and Charges Index: A rating of hospital performance based on the percentile
rank of the Medicare Inpatient and Outpatient average overall costs and charges.

» Financial Stability Index: A rating of hospital performance based on the percentile
rank of a select set of balance sheet and income statement financial ratios.

The Hospital Strength Index™ js a comparative an
Overall Score for every US general acute care hospital. The framework used to derive the
hospitals’ Overall Scor e egoesand esght¢8)sof- t hree (3) m
components called Pillars. Scores for each Pillar are derived from one or more discrete

performance measure. The Hospital Str e ngt h | ndex ™ i dotakbmeasmwesi sed of 5

The section below outlines the performance framework components (described in detail in
Appendix C) and related findings from the 2013 correlation analysis.

Interpretation of Correlation Analysis

iVantage Health Analytics performed an analysis of hospital performance on the Hospital
Strengt h | n dceompletaudata setpf 4736 hospitals (Version 1.5). The
purpose was to understand how the components of this measurement framework are
related to one another. For example, do hospitals that have high scores on patient
outcome measures also have high scores on patient satisfaction measures? Are scores
on financial performance measures related to scores on quality measures? Are these
relationships constant across all types of hospitals, or are the findings different in various
subgroups, i.e., urban vs. rural hospitals.

iVantage Health Analytics has investigated the relationships among the eight (8) equally-
weighted performance Indexes, or Pillars. The purpose of this statistical inquiry was to
identify which Pillars had strong positive or negative correlations. Below are four (4) major
findings:

« Financial Strength is strongly associated with Overall Strength;

 Clinical Outcomes performance is strongly associated with Overall Strength;

« Competitive Intensity is strongly associated with market share; and

« Competitive Strength has a negative association with projected Market Growth.

Relationship of Scores Among Hospital Strength Index Pillars

iVantage Health Analytics has investigated the relationships and correlations among the
eight (8) equally-weighted performance Indexes or Pillars. The purpose of this statistical
inquiry was to identify which Pillars had strong positive or negative correlations with other
Pillars to test long-standing industry hypotheses surrounding the inter-relationships among
different areas of performance. To enable this analysis, iVantage employed the Pearson
Correlation Coefficient.

The Pearson product-moment correlation coefficient (or Pearson correlation coefficient, for
short) is a measure of the strength of a linear association between two (2) variables and is
denoted by r. Basically, a Pearson product-moment correlation attempts to draw a line of
best fit through the data of two (2) variables, and the Pearson correlation coefficient, r,
indicates how far away all these data points are to this line of best fit (how well the data
points fit this new model/line of best fit).
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The Pearson correlation coefficient, r, can take a range of values from +1 to -1. A value of
0 indicates that there is no association between the two variables. A value greater than 0
indicates a positive association; that is, as the value of one (1) variable increases, so does
the value of the other variable. A value less than 0 indicates a negative association; that
is, as the value of one (1) variable increases, the value of the other variable decreases.’

Hospital Strength Index Overall and Pillar correlation analyses are presented in Table A
below:

Table A. Correlation Matrix for 2013 Hospital Strength Index Pillars
Overall
Hospital
Strength
Index

Competitive Strength Index 0.41

Competitive Competitive Market Qualit RIS Patient Cost &
Strength Intensity Growth 4 Perception Charge

Index Index
Index Index Index Index Index

Competitive Intensity Index 0.46 0.51
Market Growth Index 0.28 -0.39 0.00
Quality Index 0.38 -0.04 -0.07 0.11
Outcomes Index 0.50 0.01 0.08 0.34 0.12
Patient Perception Index 0.39 -0.14 -0.16 0.07 0.15 0.09
Cost & Charge Index 0.26 0.15 -0.05 -0.19 -0.11 -0.04 0.03
Financial Strength Index 0.57 0.18 0.16 0.06 0.10 0.08 0.23 0.01

Hypothesis Testing of Conventional Wisdom

The hospital industry maintains a set of assumptions on the relationship between different
areas of financial, operational, quality and market performance. The purpose of the
Hospital Strength Index is to quantify these different areas of performance for all general
acute care hospitals as a means of validating or disputing these assumptions. Through
the use of correlation analysis, three (3) commonly held relationships were investigated,
as described below:

1. Efficiency and Quality. Conventional wisdom holds that more efficient (i.e. cost-
effective) hospitals achieve better clinical quality. However, using the Hospital
Strength Index, this relationship is weak; in fact the correlation between the Cost &
Charge Pillar and the Quality Pillar is negative (-0.11).

2. Market Share and Satisfaction. Conventional wisdom holds that higher patient
perception and satisfaction will contribute to greater market share. However, using
the Hospital Strength Index, this relationship is weak; in fact the correlation between
the Market Strength Pillar and the Patient Perception Pillar is negative (-0.14).

3. Market Growth and Efficiency. Conventional wisdom holds that expanding markets
will contribute to operational efficiency given the high fixed-cost nature of the
healthcare industry. However, using the Hospital Strength Index, this relationship is
weak; in fact the correlation between the Market Size & Growth Pillar and the patient
Cost & Charge is negative (-0.20).

! https://statistics.laerd.com/statistical-guides/pearson-correlation-coefficient-statistical-guide.php
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Correlation Analysis for Individual Hospital Strength Index Categories

Market Strength Category

Competitive Strength

MS1: Competitive Strength Index.
(Herfindahl-Hirschman Index (HHI) score)

Competitive Intensity
MS2: Competitive Intensity
Index. Market Competitor's
Herfindahl-Hirschmann Index
(HHI) score

Volume

MS4: Absolute Volume Growth
MS5: Percent Volume Growth

Findings on Market Strength Indexes

Market Size & Growth

MS3: Total Market Inpatient Discharge

» Total Market Inpatient Discharge Volume (MS3) and Absolute Volume Growth (MS4)
are highly correlated (.82)
« Competitive Strength Index (MS1) and Competitive Intensity Index (MS2) are
correlated, but the relationship is weaker (.46)
« Absolute Volume Growth (MS4) and Percent Volume Growth (MS5) are also
correlated, but only .40

Value Based Strength Category

There are fifteen (15) aggregate measures related to Value Based Strength, including

those related to Hospital Performance, Patient Outcomes, and Patient Satisfaction.

Quality Index

VBS1: Heart Attack Composite Score

Pneumonia

Outcomes Index
VBS6: True Mean Readmit. 30-
Day Hospital Readmission Rates
for Heart Attack, Heart Failure,

Patient Perspectives Index

VBS10: Percent of Respondents Who
Would Definitely Recommend the
Hospital

VBS7: True Mean Mortality. 30-

VBS2: Congestive Heart Failure
Composite Score

Pneumonia
VBS3: Pneumonia Composite Score
VBS4: Surgical Care Improvement
Program (SCIP) Composite Score
VBS5: Outpatient Composite Score

Day All-Cause Mortality Rates for
Heart Attack, Heart Failure,

VBS11: Percent of Respondents Who
Give Hospital Overall Rating of 9-10

VBS8: AHRQ Patient Safety
Indicators Composite Score.
VBS9: Overall Inpatient Risk-
Adjusted Mortality Rates

Findings on Value Based Strength Indexes

Cost and Charge Index

VBS12, VBS13:

Inpatient Costs and

Charges (2)

VBS14, VBS15:

Outpatient Costs and

Charges (2)

« Among these measures Percent of Respondents Who Would Definitely Recommend
the Hospital (VBS10) and Percent of Respondents Who Give Hospital Overall Rating

of 9 or 10 (VBS11) are highly correlated (.91). This is not surprising, since people

who rate a hospital highly are also going to recommend the hospital to others.

« There are four (4) measures related to Inpatient and Outpatient Costs and Charges.

« Of these, Outpatient Costs (VBS14) and Outpatient Charges (VBS15) are correlated

(.64).

« Many of the other measures in this group are correlated with one another, but with

weaker relationships. For example, the following correlations were found:

Congestive Heart Failure Composite Score

Pneumonia Composite Score

Congestive Heart Failure Composite Score

Heart Attack Composite Score

Heart Attack Composite Score

Outpatiend Composite Score

Surgical Care Improvement Program (SCIP) Composite Score
Heart Attack Composite Score

True Mean Mortality. 30-Day All-Cause Mortality Rates for Heart
Attack, Heart Failure, Pneumonia
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Pneumonia Composite Score

Surgical Care Improvement Program (SCIP) Composite Score
Surgical Care Improvement Program (SCIP) Composite Score
Congestive Heart Failure Composite Score

Pneumonia Composite Score

Pneumonia Composite Score

Outpatient Composite Score

Surgical Care Improvement Program (SCIP) Composite Score

Overall Inpatient Risk-Adjusted Mortality Rates

VBS2 and VBS3
VBS3 and VBS4
VBS2 and VBS4
VBS1 and VBS2
VBS1 and VBS3
VBS5 and VBS3
VBS4 and VBS5
VBS1 and VBS4

VBS7 and VBS9

Strength Of
Association

0.62
0.59
0.51
0.46
0.45
0.43
0.43
0.42

0.43
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Financial Strength Index

Four4d)measures are related to the hospitals’ finani

Financial Strength Index

FS1: Leverage: Total Liabilities/Total Assets

FS2: Liquidity: Current Assets/Current Liabilities

FS3: Capital Efficiency

FS4: Resource Availability: Total Assets/Total Expenses

No strong correlations were found between any of these measures thus they complete an
objective balanced scorecard of independent variables.
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2013 Top 100 HeathStrong™ Hospitals

Alphabetical by State

2013 Top 100 Hospitals

DCH Regional Medical Center Tuscaloosa AL
East Alabama Medical Center Opelika AL
Huntsville Hospital Huntsville AL
White County Medical Center Searcy AR
Banner Baywood Medical Center Mesa AZ
Peninsula Medical Center Burlingame  CA
Scripps Green Hospital LaJolla  CA
North Colorado Medical Center Greeley CO
Danbury Hospital Danbury CT
Christiana Care Health Services Newark  DE
Florida Hospital Flagler Palm Coast FL
Mease Countryside Hospital Safety Harbor FL
Saint Joseph's Hospital Tampa FL
Venice Regional Medical Center Venice FL
Northeast Georgia Medical Center Gainesvile  GA
Allen Memorial Hospital Waterloo 1A
Avera Holy Family Hospital Estherville 1A
Genesis Medical Center Davenport 1A
Mary Greeley Medical Center Ames 1A
Columbus Regional Hospital Columbus IN
Elkhart General Hospital Elkhart IN
Lawrence Memorial Hospital Lawrence KS
Owensboro Medical Health System Owenshoro KY
Saint Elizabeth Healthcare - Edgewood Covington KY
Cape Cod Hospital Hyannis  MA
Falmouth Hospital Falmouth ~ MA
Milford Regional Medical Center Milford  MA
Mount Auburn Hospital Cambridge  MA
Sturdy Memorial Hospital Attleboro  MA
Holland Community Hospital Holland Ml
Lakeland Hospital, Saint Joseph St Joseph Ml
Munson Medical Center Traverse City Ml
Saint Joseph Mercy Oakland Pontiac Ml
Mayo Clinic Methodist Hospital Rochester  MN
Mercy Hospital Coon Rapids ~ MN
Saint Cloud Hospital Saint Cloud  MN
Saint Francis Regional Medical Center Shakopee  MN
Saint Mary's Hospital Rochester ~ MN
Missouri Baptist Medical Center Town And Country MO
Forrest General Hospital Hattiesburg  MS
North Mississippi Medical Center Tupelo MS
Bozeman Deaconess Hospital Bozeman MT
Carolinas Medical Center - Northeast Concord NC
Carolinas Medical Center - Union Monroe  NC
Firsthealth Moore Regional Hospital Pinehurst  NC
Forsyth Memorial Hospital Winston-Salem NC
Gaston Memorial Hospital Gastonia  NC
Margaret R Pardee Memorial Hospital Hendersonville ~ NC
Memorial Mission Hospital Asheville  NC
New Hanover Regional Medical Center Wilmington NC
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2013 Top 100 HealthStrong™ Hospitals (cont.)
Alphabetical by State

2013 Top 100 Hospitals (cont.)

Presbyterian Hospital Huntersville Huntersville  NC
The Moses H Cone Memorial Hospital Greenshoro  NC
Wakemed Raleigh  NC
Sanford Medical Center Fargo Fargo ND
Exeter Hospital Exeter  NH
Huntington Hospital Huntington ~ NY
Saint Francis Hospital Roslyn NY
Licking Memorial Hospital Newark  OH
Southern Ohio Medical Center Portsmouth ~ OH
Union Hospital Dover OH
Wooster Community Hospital Wooster  OH
Providence Saint Vincent Medical Center Portland  OR
Rogue Valley Medical Center Medford  OR
Salem Hospital Salem OR
Willamette Valley Medical Center Mcminnville  OR
Lancaster General Hospital Lancaster PA
Saint Clair Memorial Hospital Pittsburgh PA
Saint Mary Medical Center Langhorne PA
Anmed Health Anderson SC
Spartanburg Regional Medical Center Spartanburg SC
Cookeville Regional Medical Center Cookeville TN
Jackson - Madison County General Hospital Jackson TN
Memorial Healthcare System Chattanooga TN
Saint Thomas Hospital Nashville TN
Baptist Saint Anthonys Health System - Baptist Campus Amarillo TX
Mother Frances Hospital Tyler TX
Saint Davids Medical Center Austin X
Scott & White Hospital - Round Rock Round Rock TX
Scott & White Memorial Hospital Temple TX
American Fork Hospital American Fork uT
Dixie Regional Medical Center St George uT
Logan Regional Hospital Logan uT
McKay Dee Hospital Center Ogden uT
Utah Valley Regional Medical Center Provo uT
Augusta Health Fishersville VA
Centra Health Lynchburg VA
Inova Fairfax Hospital Falls Church VA
Inova Loudoun Hospital Leesburg VA
Prince William Hospital Manassas VA
Rockingham Memorial Hospital Harrisonburg VA
Sentara Williamsburg Regional Medical Center Williamsburg VA
Virginia Hospital Center - Arlington Arlington VA
Winchester Medical Center Winchester VA
Central Washington Hospital Wenatchee WA
Overlake Hospital Medical Center Bellevue WA
Gundersen Lutheran Medical Center La Crosse Wi
Mayo Clinic Health System Eau Claire Wi
Mercy Medical Center OF Oshkosh Oshkosh WI
Saint Mary's Hospital Madison Wi
Waukesha Memorial Hospital Waukesha Wi
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2013 Top 100 HealthStrong™ Hospital Performance Profile

The Hospital Strength Index™ utilizes publicly available data sets to quantify
overall hospital performance in eight (8) pillars.

Of particular importance to ACO development are clinical quality as indicated by CMS
Process of Care and Outcome Measures, patient satisfaction as demonstrated through
HCAHPS scores and cost efficiency as revealed though Medicare Cost Reports. The
sections below summarize the performance variation between 2013 Top 100 hospitals
and all other US general acute care hospitals according to these relevant measure sets.

Location of 2013 Top 100 General Acute Care Hospitals by Census Region

2013 Top 100 Hospitals Summary Characteristics

Table A below summarizes the 2013 Top 100 Hospital scores according to geographic variation
based on the percentage of 2013 Top 100 Hospitals by US Census Bureau region
(https://www.census.gov/geo/www/geo_defn.html):

Table B Summary of 2013 Top 100 Hospitals: Geography vs. Percentage of Total Hospitals

% of % Top
Region Tot_al Total f o 100 per
Hospitals . 100 L

Hospitals Region
Midwest 1,335 30% 27 2.02%
Northeast 570 13% 12 2.11%
South 1,674 38% 45 2.69%
West 851 19% 16 1.88%
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Table C below summarizes the distribution of the 2013 Top 100 Hospitals according to
geographic variation based on Census Regions. The table also indicates the size of the
2013 Top 100 hospitals according to bed size:

Table C Summary of 2013 Top 100 Hospitals: Geography vs. Operating Size

Number

Region of Top 01-99 100-249 250-399
9 100 Beds Beds Beds

Hospitals
Midwest 27 2 13 9 3
Northeast 12 1 5 5 1
South 45 3 8 11 23
West 16 3 5 7 1

Table D below summarizes the 2013 Top 100 Hospital scores according to hospital type
based on system ownership and designation:

Table D Summary of 2013 Top 100 Hospitals: Geography vs. Ownership and

Designation
Number
Region of Top System Non- Teaching
9 100 Affiliated Profit Hospital
Hospitals
Midwest 27 18 22 15
Northeast 12 5 12 7
South 45 27 34 25
West 16 13 15 5

2013 Top 100 Hospitals Performance Profiles based on Hospital Strength Index™

Tables E1 and E2 below summarize the 2013 Top 100 Hospital scores by Hospital
Strength Index pillar/index. For the purposes of comparative analysis between the 2013

Top 100 Hospitals and the approximately 4,400 other US general acute care hospitals, the

benchmark is the Top Quartile, or an index score above 75.

Table E1. Summary of 2013 Top 100 Hospitals: Hospital Strength Index Scores by
Pillar/Index

Pillar Name High Median Low
Competitive Strength Index 100.0 86.7 0.9
Competitive Intensity Index 99.8 88.7 36.2
Market Size & Growth Index 99.6 75.2 4.6
Quality Index 99.4 71.9 19.7
Outcomes Index 100.0 91.1 46.2
Patient Perspectives Index 98.2 77.9 23.2
Cost & Charge Index 97.7 80.0 16.9
Financial Strength Index 99.5 84.5 19.2

Table E2. Summary of 2013 Top 100 Hospitals: Hospital Strength Index — Number
of Hospitals in Each Decile by Pillar/Index

EHiller Nerma Decile Decile Decile Decile

(100-90) (90-80) (80-70) (<70)
Competitive Strength Index 43 19 14 24
Competitive Intensity Index 49 20 12 19
Market Size & Growth Index 22 18 27 33
Quality Index 10 23 18 49
Outcomes Index 52 21 9 18
Patient Perspectives Index 23 21 21 35
Cost & Charge Index 22 28 18 32
Financial Strength Index 36 28 14 22
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Interpretation of the Hospital Strength Index

Overall — Composite Performance

The Hospital Strength I ndex™ provides a comprehensive
hospital performance. The scoring model aggregates hospital-specific data for 56 individual metrics

and calculates percentile rankings based on performance in comparison to all hospitals in the study

group. Eight (8) primary index scores are derived based on the composite scores of their respective

metrics.

2013 Study Findings:

* The median score for Urban hospitals is significantly higher than the Rural hospital median;

» The median score for Teaching hospitals is higher than the Non-Teaching hospital median;

* The median score was lower between 2012 and 2013 for Investor-owned, System-Affiliated and
Freestanding Hospital cohorts; and

» Rural Referral Centers have the highest median score among all hospital cohorts.

2013 2012

Top 100 All Others Top 100 All Others

HSI Overall #of o .3 # of a2 ile®

Hospitals® Percentile® Percentile” Hospitals* Percentile® Percentile’

50th 25th 50th 50th 50th

All Hospitals 4,430 99.5 98.9 98.3 73.3 48.9 245 4,441 99.5 98.9 98.3 73.4 49.1 24.7
Urban 3,283 99i5) 98.9 98.3 78.4 58.0 34.0 3,274 9915 98.9 98.3 78.4 57.7 335
Rural 1,141 - 97.9 - 46.7 25.1 11.0 1,134 - - - 47.9 26.8 11.3
Teaching Hospitals 1,044 99.5 98.9 98.2 82.3 63.4 40.0 1,044 99.5 98.9 98.2 81.3 62.8 37.4
Non-Teaching 3,333 99.5 98.9 98.4 69.5 445 209 3,336 99.4 98.9 98.4 70.1 45.0 215
Rural Referral Centers 296 99.7 99.0 98.6 85.0 69.2 52.4 296 99.8 99.1 98.4 88.0 735 54.6
Sole Community Providers 442 99.7 99.6 98.9 78.8 58.3 36.7 440 99.8 99.4 98.4 77.0 59.5 40.7
Disproportionate Share 2,646 99.6 99.0 98.4 78.6 59.1 36.1 2,646 99.5 98.8 98.3 78.7 59.1 36.3
Not-for-Profit Hospitals 3,759 99.5 98.9 98.3 73.9 48.7 23.8 3,759 99.5 98.9 98.3 735 48.6 24.0
Urban 2,718 99.5 98.9 98.3 79.3 58.8 33.6 2,718 99.5 98.9 98.3 79.0 57.8 32.7
Rural 1,041 - 97.9 - 47.4 26.0 11.4 1,041 - - - 48.1 27.2 11.5
Investor-Owned Hospitals 649 - 98.7 - 71.6 50.7 29.4 649 98.8 98.6 97.8 72.8 52.6 30.2
Urban 556 - 98.7 - 74.0 55.2 35.3 556 98.8 98.6 97.8 75.9 57.6 37.4
Rural 93 - - - 36.8 19.4 8.8 93 - - - 45.1 18.9 7.9
Government Hospitals 1,085 99.8 99.2 98.8 57.4 318 14.4 1,091 99.5 99.1 98.3 58.0 32.0 135
Urban 616 99.8 99.2 98.8 68.7 43.6 21.9 614 99.5 99.1 98.3 68.8 43.6 19.7
Rural 465 - - - 39.9 21.6 9.9 462 - - - 41.0 22.0 9.9
System-Affiliated Hospitals 2,225 99.4 98.9 98.2 78.1 57.4 345 2,231 99.4 98.9 98.3 77.8 58.1 34.6
Urban 1,875 99.4 98.9 98.2 81.0 62.0 40.5 1,872 99.4 98.9 98.3 80.3 62.2 39.9
Rural 349 = 97.9 = 52.2 31.4 125 348 = = = 55.8 333 14.5
Non-Profit 1,719 99.5 98.9 98.2 79.7 58.8 34.2 1,719 99.5 98.9 98.3 78.9 58.2 33.7
Investor-Owned 501 = 98.7 = 73.4 53.8 35.0 501 98.8 98.6 97.8 74.4 57.6 38.4
Government 223 99.7 99.2 98.9 69.6 40.8 20.7 224 99.7 99.3 98.2 69.8 41.4 22.1
Freestanding Hospitals 4,358 99.5 98.9 98.3 73.3 49.1 24.7 4,361 99.5 98.9 98.3 73.5 49.3 24.9
Urban 3,226 99.5 98.9 98.3 78.4 58.1 34.2 3,217 99.5 98.9 98.3 78.4 57.9 33.7
Rural 1,126 = 97.9 = 47.1 255 11.0 Al ) = = = 48.1 26.8 11.4
Non-Profit 3,703 99.5 98.9 98.3 73.8 48.8 24.1 3,703 99.5 98.9 98.3 735 48.7 24.1
Investor-Owned 633 = 98.7 = 71.8 50.9 29.8 633 98.8 98.6 97.8 73.3 53.1 31.2
Government 1,061 99.8 99.2 98.8 58.0 32.0 14.6 1,065 99.5 99.1 98.3 58.1 323 13.7

“Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.

’The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance
scores for facility types with a sample size fewer than 3 could not be calculated.

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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Competitive Strength Index — MedPAR Market Share

Each h o s praltmarket shareperaentage is first calculated based on the 75 percent service

h oHirschnaa Ihdexs(HHH scoré is theth a h |
derived as the square of the market share percentage, expressed on a scale from zero to 10,000.
(The scale is based on a maximum share of 100 percent, where 100 = 10,000.)

area defined in Appendix C.

2013 Study Findings:

The

target

» The median score for all System-affiliated hospitals is significantly higher than all the all
Freestanding hospital median;
» The median score for Urban Investor-owned hospitals is significantly higher than all the all Rural
Investor-owned hospital median;
» The median score for Rural Referral Centers is significantly higher than all the all Rural hospital

median;

» The Competitive Strength Pillar has a medium strength of association with Overall Strength

(0.41); and

» The median score for the Competitive Strength Pillar for 2013 Top 100 Hospitals is 37.5 percentile
points higher than the national all-hospital median.

HIS Competitive Strength Index

All Hospitals

Urban

Rural

Teaching Hospitals
Non-Teaching

Rural Referral Centers
Sole Community Providers
Disproportionate Share
Not-for-Profit Hospitals
Urban

Rural

Investor-Owned Hospitals
Urban

Rural

Government Hospitals
Urban

Rural

System-Affiliated Hospitals
Urban

Rural

Non-Profit

Investor-Owned
Government

Freestanding Hospitals
Urban

Rural

Non-Profit

Investor-Owned

Government

# of Hospitals*

4,430
3,283
1,141
1,044
3,333
296
442
2,646
3,759
2,718
1,041
649
556
93
1,085
616
465
2,225

1,875

1,719
501
223

4,358

3,226

1,126

3,703
633

1,061

95.2

95.3

96.1
95.0
98.0
99.3
97.1
95.4
95.5

97.5
97.5

92.7

92.9

93.2

98.3
95.2
95.3

95.4

97.5

2013
Top 100

Percentile®

50"
86.7
86.4
87.5
84.6
88.0
91.1
98.0
89.7
85.9
85.4
87.5
89.7

89.7

91.5
91.5

83.5
83.3
87.5
83.0
89.7
93.4
86.7
86.4
87.5
85.9
89.7

91.5

70.4

70.3

67.5
73.0
83.5
95.6
74.5
70.0
69.8

83.0
83.0

67.1

67.0

66.8

84.5
70.4
70.3
70.0

83.0

74.0
73.7
74.5
64.5
76.0
93.9
91.9
78.3
75.1
75.2
75.0
63.9
63.9
64.2
74.8
74.4
74.9
69.0
68.1
715
70.0
66.1
65.5
74.0
73.8
74.5
75.1
64.7

74.8

All Others

Percentile®

50"
49.2
46.4
56.2
36.4
53.0
80.7
80.3
52.5
51.2
48.9
56.7
39.0
36.2
51.6
51.3
46.1
56.4
45.2
428
54.8
45.9
42.8
34.6
49.3
46.7
56.3
51.3
40.0

51.3

24.6
22.0
33.3
15.9
28.4
58.0
58.6
25.0
26.5
24.2
33.7
s
14.8
30.4
24.1
16.8
33.3
235
22.0
35.2
24.4
20.8
137
24.8
22.0
33.6
26.6
16.0

241

Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.
The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance
scores for facility types with a sample size fewer than 3 could not be calculated.
*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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2012
Top 100 All Others
Ho:pci)tfals’ Percentile® Percentile®
50" 50"

4,441 95.8 87.9 73.0 74.1 49.4 25.0
3,274 95.8 87.9 73.0 73.1 45.6 217
1,134 - - - 75.5 58.0 35.2
1,044 97.3 87.2 63.2 62.6 35.3 15.9
3,336 95.4 89.6 78.8 76.3 53.7 29.1
296 98.3 89.5 85.2 94.1 79.2 57.8
440 99.3 98.0 89.2 93.5 82.4 64.4
2,646 96.1 88.3 75.0 78.0 51.9 25.1
3,759 96.0 88.2 72.2 75.2 51.3 26.9
2,718 96.0 88.2 72.2 74.6 47.6 237
1,041 - - - 76.1 58.4 35.6
649 88.1 87.8 85.5 66.6 38.5 16.3
556 88.1 87.8 85.5 65.2 35.3 13.8

93 - - - 72.6 55.6 311
1,091 97.7 90.4 78.6 75.7 51.9 23.4
614 97.7 90.4 78.6 75.0 47.1 16.8
462 - - - 764  57.2 348
2,231 93.1 86.6 64.7 69.6 445 235
1,872 93.1 86.6 64.7 66.5 41.3 21.2
348 = = = 74.0 58.0 36.3
1,719 93.4 86.5 63.2 69.8 452 24.4
501 88.1 87.8 85.5 69.0 41.4 20.0
224 97.8 87.7 80.3 66.3 34.2 13.2
4,361 95.8 87.9 73.0 74.1 49.6 25.1
3,217 95.8 87.9 73.0 73.0 458 21.8
T = = = 75 58.1 35.6
3,703 96.0 88.2 72.2 75.1 51.4 26.9
633 88.1 87.8 85.5 66.8 38.9 17.1
1,065 97.7 90.4 78.6 75.7 52.0 23.4
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HSI Competitive Intensity Index

All Hospitals
Urban

Rural

Competitive Intensity Index — MedPAR Competitor Diffusion
overall
The overall market HHI score is calculated as the square of the market share percentage for each
hospital that maintains a one (1) percent or greater share in that market (in order to better focus
mar ket
Inpatient admissions from relatively distant zip codes). The sum of the square of market shares
equals the overall market HHI score, expressed on a scale from zero to 10,000. To determine the true
level of competition that existsi n a
score is removed from the overall market HHI score  t o

Each

competi ti

on

2013 Study Findings:
» The median score for the Competitive Intensity Pillar for 2013 Top 100 Hospitals is 39.6 percentile

points higher than the national all-hospital median;
» The Competitive Intensity Pillar has a medium strength of association with Overall Strength

(0.46);

hospital’'s

at

t he

mar ket

evel

hospital ' s

cal

HHI

mar ket
cul at

scor e

r
e

el

i s f

byefactdrs likeeethergemt

ati

the *“

» Rural Referral Centers and Sole Community Providers operate in the most diffuse (strongest)
competitive markets;
» Performance between all Urban and all Rural hospitals for the Competitive Intensity Pillar is the
smallest among all eight (8) Hospital Strength Index Pillars.

Teaching Hospitals

Non-Teaching

Rural Referral Centers

Sole Community Providers

Disproportionate Share

Not-for-Profit Hospitals

Urban

Rural

Investor-Owned Hospitals

Urban

Rural

Government Hospitals

Urban

Rural

System-Affiliated Hospitals

Urban

Rural
Non-Profit
Investor-Owned

Government

Freestanding Hospitals

Urban

Rural
Non-Profit
Investor-Owned

Government

#of
Hospitals*

4,430
3,283
1,141
1,044
3,333
296
442
2,646
3,759
2,718
1,041
649
556
93
1,085
616
465
2,225

1,875

1,719
501
223

4,358

3,226

1,126

3,703
633

1,061

95.8

95.9

96.5
95.2
97.3
99.1
96.2
96.0
96.1

98.1
98.1

94.8

95.0

95.2

98.3

95.8

95.9

96.0

98.1

2013

Top 100

Percentile?

50th
88.7
88.9
88.2
88.3
90.2
93.6
98.1
90.1
88.4
88.5
88.2
90.9

90.9

88.5
88.5

88.0
88.0
88.2
87.9
90.9
89.4
88.7
88.9
88.2
88.4
90.9

88.5

73.9

73.8

72.2
77.8
88.9
94.8
73.9
73.6

73.4

77.8

77.8

69.3

68.9

68.5

69.6

73.9

73.8

73.6

77.8

73.9
76.0
68.6
79.0
72.2
93.8
92.0
79.3
74.5
76.8
69.2
77
73.3
59.1
74.0
77.1
69.2
711
72.3
65.2
71.2
70.8
71.3
73.9
76.1
68.6
74.6
77
74.1

All Others

Percentile®

50th
49.1
50.6
45.0
58.3
45.9
80.1
78.7
56.2
49.8
51.7
455
46.1
47.2
429
48.0
49.9
47.3
48.0
49.0
42.4
48.7
46.1
47.3
49.1
50.5
45.1
49.8
46.1

47.9

25th
245
24.7
23.7
333
22.1
55.0
54.3
29.5
25.1
2515]
237
19.9
19.3
24.1
24.7
23.2
27.3
23.7
24.4
20.8
243
20.6
226
24.3
245
23.7
25.0
19.9

24.6

“Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.
The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance

scores for facility types with a sample size fewer than 3 could not be calculated.

#of
Hospitals*

4,441
3,274
1,134
1,044
3,336
296
440
2,646
3,759
2,718
1,041
649
556
93
1,091
614
462
2,231
1,872
348
1,719
501
224
4,361
3,217
1,119
3,703
633

1,065

95.4

95.4

96.8
94.7
96.7
99.0
95.8
95.8
95.8

94.4

94.4

94.7

94.7

94.4

94.4

945
94.4
95.0
95.4

95.4

95.8

94.4

94.7

2012
Top 100
Percentile®

50th

88.7 75.1
88.7 75.1
87.8 735
90.1 76.5
93.1 89.1
95.7 91.6
88.7 75.0
88.7 75.1
88.7 75.1
87.8 73.0
87.8 73.0
90.6 85.8
90.6 85.8
86.7 72.8
86.7 72.8
86.4 72.3
87.8 73.0
87.1 82.7
88.7 75.1
88.7 75.1
88.7 75.1
87.8 73.0
90.6 85.8

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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73.9
74.9
70.4
78.8
72.3
94.1
93.0
79.3
74.6
75.6
71.2
70.8
72.4
65.8
735
76.0
70.2
70.9
71.6
68.1
70.8
71.2
70.7
74.1
75.1
70.5
74.7
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All Others

Percentile®

50th

49.2
50.0
471.7
56.8
46.8
80.6
81.7
6519
49.7
50.6
47.8
47.2
47.5
45.5
49.1
49.1
49.2
47.3
471.7
45.9
47.2
47.3
47.8
49.2
49.9
41.7
49.5
47.3

49.1

25th
24.7
245
25.1
32.0
225
54.2
57.9
29.9
252
25.2
253
213
20.9
23.0
242
22.6
26.8
23.8
236
24.1
24.0
22.4
222
24.6
24.4
25.1
25.1
21.4

24.0
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Market Size and Growth Index — Forecasted Change in

Healthcare Demand

Demand projections use proprietary use rate methodologies based on 18 distinct cohorts combining

age, gender and DRG-specific rates derived foreachstate. The |1 ndex’ s I npatient Deman
Projections utilize proprietary models to forecast healthcare utilization for specific services in a

market. Use rates are computed based on state-specific utilization patterns derived from public

and private discharge data sources. Use rates are calculated at the MS-DRG level for 18 age

categories for each gender, with specific adjustments for newborns and neonates. Use rates are

then applied to a facility’s Hpooeaidnstmderiiedemande mogr aphi c
forecasts.

2013 Study Findings:

* The Market Size & Growth Pillar has a low strength of association with Overall Strength
(0.28);

* The median score for the Market Size & Growth Pillar for 2013 Top 100 Hospitals is 26.0
percentile points higher than the national all-hospital median;

» The median score for System-affiliated hospitals is significantly higher than the national all-
hospital median;

» The median score for Freestanding investor-owned hospitals is significantly higher than the
all Freestanding hospital median; and

» The median score for urban Investor-owned hospitals is significantly higher than the median
score for their rural Investor-owned counterparts.

2013 2012
HSI Market Size and Growth Top 100 All Others Top 100 All Others
It Ho:p?tfals‘ Percentile® Percentile® Ho:p(i)tfals’ Percentile® Percentile®

50th h 50th 50th 25th
All Hospitals 4,430 87.9 75.1 61.3 74.4 49.1 245 4,441 85.7 75.8 61.2 74.3 49.1 245
Urban 3,283 87.9 75.5 61.8 81.1 61.7 40.6 3,274 85.7 75.8 61.2 81.1 61.7 40.9
Rural 1,141 - 4.6 - 29.5 16.6 7.3 1,134 - - - 29.8 16.8 7.0
Teaching Hospitals 1,044 91.4 80.5 70.5 88.7 76.2 60.4 1,044 g2t 82.6 69.6 89.1 74.8 59.0
Non-Teaching 3,333 82.1 71.4 58.6 63.9 38.5 18.8 3,336 80.6 71.6 56.8 63.9 38.4 18.8
Rural Referral Centers 296 82.1 71.4 56.2 64.4 48.6 35.6 296 79.0 62.0 55.0 62.8 48.1 36.1
Sole Community Providers 442 77.8 63.0 53.5 49.4 35.3 226 440 717 67.6 58.5 48.2 33.9 22.7
Disproportionate Share 2,646 87.2 76.4 62.4 81.3 61.9 41.2 2,646 85.3 76.3 62.0 80.8 61.4 41.2
Not-for-Profit Hospitals 3,759 88.0 74.5 61.1 71.2 46.0 223 3,759 86.5 75.7 60.5 71.4 46.4 222
Urban 2,718 88.2 74.8 61.5 78.9 e 38.7 2,718 86.5 75.7 60.5 79.4 S8.7 8Cts)
Rural 1,041 - 4.6 - 29.0 15.8 6.8 1,041 - - - 29.0 15.7 6.7
Investor-Owned Hospitals 649 - 81.4 - 85.8 67.4 41.3 649 84.9 76.3 747 84.6 66.6 38.8
Urban 556 - 81.4 - 87.7 725 51.3 556 84.9 76.3 747 86.7 722 51.2
Rural 93 = = = 38.2 245 15.6 93 = = = 37.0 25.6 18.0
Government Hospitals 1,085 84.4 78.1 61.8 58.2 31.0 12.7 1,091 83.8 719 58.4 58.8 29.9 13.0
Urban 616 84.4 78.1 61.8 76.6 52.8 2818 614 83.8 7L 58.4 76.7 52.0 29.4
Rural 465 - - - 25.6 13.0 6.0 462 - - - 252 135 5.6
System-Affiliated Hospitals 2,225 il L 79.2 70.8 81.8 62.1 36.5 2,231 90.2 79.8 69.8 82.2 61.8 36.6
Urban 1,875 91.1 79.4 71.3 85.2 68.2 48.0 1,872 90.2 79.8 69.8 85.2 68.2 48.8
Rural 349 - 4.6 - 32.0 19.5 9.3 348 - - - 31.9 21.1 9.4
Non-Profit 1,719 91.2 79.2 70.3 80.1 59.8 34.8 1,719 91.2 79.9 69.6 81.3 60.1 35.1
Investor-Owned 501 - 81.4 - 85.9 68.7 44.0 501 84.9 76.3 747 84.7 67.9 41.9
Government 223 81.4 78.6 72.8 83.5 57.0 25.7 224 84.3 76.4 70.8 84.3 56.7 24.2
Freestanding Hospitals 4,358 87.9 75.1 61.3 74.2 48.9 243 4,361 85.7 75.8 61.2 74.2 48.9 243
Urban 3,226 87.9 75.5 61.8 81.0 61.5 40.5 3,217 85.7 75.8 61.2 81.1 61.6 40.6
Rural 1,126 - 4.6 - 29.4 16.5 7.3 1,119 - - - 29.7 16.8 7.0
Non-Profit 3,703 88.0 74.5 61.1 71.1 45.9 222 3,703 86.5 75.7 60.5 71.3 46.2 22.0
Investor-Owned 633 - 81.4 - 85.6 66.9 41.1 633 84.9 76.3 747 84.6 66.7 38.5
Government 1,061 84.4 78.1 61.8 57.9 30.7 12.7 1,065 83.8 719 58.4 58.8 29.6 12.9

“Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.

The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance
scores for facility types with a sample size fewer than 3 could not be calculated.

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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Quality Index - Hospital Compare Process of Care Measures
Each individual CMS core measure topic area (AMI, HF, PN, SCIP and Outpatient measures) is
indexed across the range of national performance for each measure. The index scores are averaged
to produce a single composite score. All available data are used in the calculation of composite

scores. Missing data within measure sets are ignored.

2013 Study Findings:

Investor-owned hospitals have the highest performance at the median level among all hospital

cohorts;

* The Quality Pillar has a medium strength of association with Overall Strength (0.38);
» The median score for the Quality Pillar for 2013 Top 100 Hospitals is 22.7 percentile points

higher than the national all-hospital median;

» Sole Community and Government Hospitals have the lowest performance at the median level

among all hospital cohorts; and

» The median score for all rural System-Affiliated hospitals is significantly higher than all rural

Freestanding hospitals.

2013

Top 100 All Others

HSI Quality Index #of - -

Hospitals® Percentile Percentile
50th 50th
All Hospitals 4,430 82.1 71.9 53.7 74.6 49.2
Urban 3,283 82.4 71.8 5357 76.2 52.5
Rural 1,141 - 80.9 - 66.6 35.9
Teaching Hospitals 1,044 77.5 62.1 49.4 72.1 51.4
Non-Teaching 3,333 86.7 78.8 61.6 75.4 48.4
Rural Referral Centers 296 7.7 69.4 45.7 72.8 46.1
Sole Community Providers 442 84.0 64.1 51.8 68.5 38.5
Disproportionate Share 2,646 80.9 68.4 51.0 74.0 50.3
Not-for-Profit Hospitals 3,759 81.6 71.9 53.4 71.1 46.6
Urban 2,718 81.9 71.8 G 72.1 49.2
Rural 1,041 - 80.9 - 65.8 35.7
Investor-Owned Hospitals 649 - 79.2 - 89.9 68.1
Urban 556 - 79.2 - 90.5 716
Rural 93 = = = &8 38.1
Government Hospitals 1,085 80.1 69.4 56.0 62.3 35.5
Urban 616 80.1 69.4 56.0 66.3 d2
Rural 465 - - - 57.4 29.5
System-Affiliated Hospitals 2,225 81.7 71.9 G 83.0 61.2
Urban 1,875 82.0 71.9 52.9 83.4 62.0
Rural 349 = 80.9 = 78.4 55.4
Non-Profit 1,719 81.0 71.9 52.6 78.2 57.0
Investor-Owned 501 - 79.2 - 92.4 75.4
Government 223 77.1 67.9 59.7 76.7 54.0
Freestanding Hospitals 4,358 82.1 71.9 53.7 74.6 49.3
Urban 3,226 82.4 71.8 53.7 76.2 52.4
Rural 1,126 - 80.9 - 67.1 5
Non-Profit 3,703 81.6 71.9 53.4 71.1 46.7
Investor-Owned 633 - 79.2 - 90.0 68.1
Government 1,061 80.1 69.4 56.0 62.4 355

“Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.

24.4

28.2
135
29.4
225
25.1
17.4
26.5
23.1
26.5
13.6
37.3
42.0
132
15.1
19.8
10.5
375
39.2
26.1
34.3
50.6
28.1
245
28.3
135
23.2
36.8

153

2012
Top 100 All Others
Ho:p(i)tfals’ Percentile® Percentile®

50th 50th

4,441 85.1 68.3 54.1 74.6 49.1
3,274 85.1 68.3 54.1 76.5 52.6
1,134 - - - 66.5 36.8
1,044 74.0 62.1 53.8 722 51.0
3,336 88.8 77.8 54.5 75.5 48.5
296 82.9 68.0 45.1 72.1 43.3
440 773 57.9 52.7 67.3 37.2
2,646 85.0 69.1 (5819 74.1 49.6
3,759 84.5 67.4 53.9 70.7 46.1
2,718 84.5 67.4 (5819 72.4 49.0
1,041 - - - 66.2 36.7
649 99.5 98.3 (591} 89.9 69.9
556 99.5 98.3 59.9 91.0 7.7
93 = = = 67.8 38.7
1,091 79.4 62.6 50.1 59.8 33.7
614 79.4 62.6 50.1 65.0 38.5
462 - - - 51.5 28.1
282318 85.2 68.3 55.7 82.2 61.5
1,872 85.2 68.3 55.7 82.9 62.3
348 = = = 78.9 55.1
1,719 84.1 67.4 55.2 78.1 57.0
501 99.5 98.3 59.9 92.3 75.6
224 78.4 62.5 53.9 75.0 53.6
4,361 85.1 68.3 54.1 74.6 49.4
3,217 85.1 68.3 54.1 76.5 52.6
1,119 - - - 66.7 37.7
3,703 84.5 67.4 53.9 70.8 46.5
633 99.5 98.3 59.9 89.9 69.2
1,065 79.4 62.6 50.1 60.3 33.9

The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance

scores for facility types with a sample size fewer than 3 could not be calculated.

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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Outcomes Index -- Hospital Compare Outcomes of Care

Measures

Each individual measure (30-Day Readmission Rates for AMI, HF and PN and 30-Day All-Cause
Mortality Rates for AMI, HF and PN) is indexed across the range of national performance for that
measure. The index scores are averaged to produce a single composite score. All available data are
used in the calculation of composite scores. Missing data within measure sets are ignored.

2013 Study Findings:

* The Outcomes Pillar has a large strength of association with Overall Strength (0.50);

* The median score for the Outcomes Pillar for 2013 Top 100 Hospitals is 42.2 percentile points
higher than the national all-hospital median;

» The median score for 2013 Top 100 Rural Referral Centers is significantly higher than the
national all-Rural Referral Center median;

» The median score for all Teaching hospitals is significantly higher than the Non-Teaching
hospital median; and

» The median score for Urban hospitals is significantly higher than the national Rural hospital

median.
2013 2012

Top 100 All Others Top 100 All Others

HSI Outcomes Index #of o 3 # of a2 ile®

Hospitals® Percentile® Percentile” Hospitals* Percentile® Percentile’
75th 50th 25th 50th 25th 50th 25th 50th 25th
All Hospitals 4,430 96.2 91.1 78.3 73.8 48.9 24.4 4,441 97.1 90.9 80.7 73.8 49.1 245
Urban 3,283 96.3 91.2 79.3 79.7 58.2 325 3,274 97.1 90.9 80.7 79.6 58.6 32.3
Rural 1,141 - 56.6 - 49.2 28.1 12.6 1,134 - - - 47.0 28.0 12.2
Teaching Hospitals 1,044 96.2 91.8 78.6 83.8 65.2 39.8 1,044 97.3 91.1 73.7 84.2 65.3 41.4
Non-Teaching 3,333 96.7 90.6 75.2 69.3 43.9 213 3,336 97.0 90.8 83.1 69.4 44.1 215
Rural Referral Centers 296 98.2 93.0 65.9 75.2 52.2 31.2 296 98.0 9515 84.0 75!5] 54.3 32.1
Sole Community Providers 442 97.8 91.9 67.4 68.8 45.5 25.4 440 97.9 92.0 81.8 68.5 49.0 27.2
Disproportionate Share 2,646 96.5 89.1 76.3 79.2 58.0 33.7 2,646 96.7 90.6 79.3 79.4 58.7 34.2
Not-for-Profit Hospitals 3,759 96.4 91.1 77.4 73.3 48.2 24.0 3,759 97.3 90.7 80.0 72.8 47.6 23.6
Urban 2,718 96.4 91.2 78.6 79.7 58.3 32.3 2,718 97.3 90.7 80.0 79.5 58.1 317
Rural 1,041 - 56.6 - 49.3 28.6 12.7 1,041 - - - 46.2 27.7 12.1
Investor-Owned Hospitals 649 - 85.9 - 76.9 54.5 28.6 649 93.7 92.7 90.8 77.3 55.6 30.2
Urban 556 - 85.9 - 80.0 58.0 33.6 556 93.7 92.7 90.8 80.1 60.2 36.8
Rural 93 = = = 47.3 25.0 10.9 93 = = = 48.1 30.0 13.1
Government Hospitals 1,085 98.2 90.9 77.9 58.1 35.6 16.0 1,091 97.5 88.1 779 56.1 34.1 15.9
Urban 616 98.2 90.9 77.9 66.9 43.2 20.8 614 97.5 88.1 77.9 66.1 42.9 21.3
Rural 465 - - - 46.0 26.4 11.2 462 - - - 44.3 26.3 10.7
System-Affiliated Hospitals 2,225 96.0 90.6 76.8 80.1 57.7 317 2,231 96.7 90.9 80.2 80.3 58.2 32.6
Urban 1,875 96.1 90.9 78.3 83.2 63.6 37.5 1,872 96.7 90.9 80.2 83.3 64.0 38.8
Rural 349 = 56.6 = 51.4 313 16.1 348 = = = 50.1 33.1 133
Non-Profit 1,719 96.2 90.6 75.8 80.9 59.2 327 1,719 97.3 90.6 79.6 80.4 58.8 32.6
Investor-Owned 501 = 85.9 = 78.3 54.9 29.2 501 93.7 92.7 90.8 79.5 56.3 32.8
Government 223 97.8 86.4 66.8 70.0 49.5 23.4 224 97.5 85.4 60.4 75.2 50.4 25.1
Freestanding Hospitals 4,358 96.2 91.1 78.3 73.9 48.9 24.4 4,361 97.1 90.9 80.7 73.8 49.1 24.5
Urban 3,226 96.3 91.2 79.3 79.8 58.3 32.7 3,217 97.1 90.9 80.7 79.7 58.7 32.6
Rural 1,126 = 56.6 = 48.8 27.8 12.6 Al ) = = = 46.8 27.8 12.1
Non-Profit 3,703 96.4 91.1 77.4 73.3 48.2 24.0 3,703 97.3 90.7 80.0 72.8 47.7 23.6
Investor-Owned 633 = 85.9 = 77.2 54.7 29.2 633 93.7 92.7 90.8 77.6 55.6 30.7
Government 1,061 98.2 90.9 77.9 58.1 35.4 16.0 1,065 97.5 88.1 779 56.1 34.0 15.9

“Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.

The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance
scores for facility types with a sample size fewer than 3 could not be calculated.

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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Patient Perspectives Index -- Hospital Compare Hospital
Consumer Assessment of Healthcare Providers and Systems
(HCAHPS) Measures

Each individual question is indexed across the range of national performance for that question. The
index scores for two HCAHRE c@mens@verdl Raim@10De&f) i mirtee
averaged to produce a single composite score. All available data are used in the calculation of

composite scores. Missing data within measure sets are ignored.

2013 Study Findings:

» The Patient Perception Pillar has a medium strength of association with Overall Strength (0.39);

» The median score for the Patient Perception Pillar for 2013 Top 100 Hospitals is 28.8 percentile
points higher than the national all-hospital median;

* The median score for Rural hospitals is higher than the Urban hospital median;

* The median score for 2013 Top 100 System-Affiliated hospitals and Freestanding hospitals is
significantly higher than the 2013 Top 100 Investor-owned hospital median; and

* 2013 Top 100 Investor-owned hospital median scores are lower than 2012 Top 100 Investor-
Owned Hospital median scores.

2013 2012

Top 100 All Others Top 100 All Others

HSI Patient Perspectives Index #of - - o - .

Hospitals® Percentile’ Percentile Hospitals Percentile’ Percentile
50th 25th 50th 50th 50th 25th
All Hospitals 4,430 89.5 779 63.9 74.2 49.1 24.4 4,441 88.5 77.4 63.6 74.0 48.9 24.4
Urban 3,283 89.5 77.9 63.7 73.0 48.4 23.9 3,274 88.5 77.4 63.6 735 48.5 239
Rural 1,141 - 90.3 - 79.8 54.0 27.6 1,134 - - - 79.2 52.8 285
Teaching Hospitals 1,044 90.1 79.3 69.2 72.6 48.4 24.4 1,044 90.1 81.0 70.5 71.4 48.7 24.4
Non-Teaching 3,333 88.7 73.8 58.1 74.9 49.5 247 3,336 85.0 71.4 50.1 75.6 49.3 248
Rural Referral Centers 296 91.1 77 58.1 67.6 40.5 21.0 296 90.3 75.4 52.9 66.7 426 21.7
Sole Community Providers 442 86.3 71.6 57.9 56.4 324 15.9 440 85.6 68.3 52.0 56.5 33.2 155
Disproportionate Share 2,646 86.1 75.0 63.0 67.6 42.3 20.3 2,646 87.1 76.6 63.2 67.2 42.3 20.4
Not-for-Profit Hospitals 3,759 89.5 78.4 65.9 76.2 51.9 27.0 3,759 88.7 78.1 65.0 76.1 51.9 26.8
Urban 2,718 89.5 779 65.4 75.1 51.1 26.3 2,718 88.7 78.1 65.0 75.1 51.0 26.1
Rural 1,041 - 90.3 - 81.6 56.8 29.1 1,041 - - - 83.1 54.6 31.0
Investor-Owned Hospitals 649 - 45.8 - 59.6 35.4 15.6 649 65.1 50.4 277 61.7 34.4 15.8
Urban 556 - 45.8 - 60.9 36.5 15.8 556 65.1 50.4 217 63.2 35.0 159
Rural 93 - - - 50.8 33.9 14.8 93 - - - 48.9 31.2 15.0
Government Hospitals 1,085 87.8 79.6 56.0 74.2 48.9 24.3 1,091 88.7 76.8 69.1 73.7 49.3 23.8
Urban 616 87.8 79.6 56.0 70.8 45.5 22.7 614 88.7 76.8 69.1 71.4 46.7 224
Rural 465 - - - 82.9 59.2 29.1 462 - - - 83.0 55.0 30.5
System-Affiliated Hospitals 2,225 90.5 80.3 67.8 74.7 50.4 26.7 2,231 88.4 78.9 65.3 74.4 50.8 27.0
Urban 1,875 90.6 79.8 67.4 74.2 50.4 26.7 1,872 88.4 78.9 65.3 74.4 50.7 27.1
Rural 349 = 90.3 = 77.6 52.2 25.3 348 = = = 75.6 B28Y) 26.7
Non-Profit 1,719 90.7 80.6 69.1 78.3 56.7 32.0 1,719 89.9 78.9 67.2 78.3 55.9 32.2
Investor-Owned 501 = 45.8 = 56.0 33.3 15.6 501 65.1 50.4 217 58.6 33.2 15.7
Government 223 87.3 80.1 57.6 74.9 52.5 21.3 224 87.8 73.6 69.1 73.4 53.1 24.2
Freestanding Hospitals 4,358 89.5 77.9 63.9 74.7 49.1 24.7 4,361 88.5 77.4 63.6 74.1 49.3 24.7
Urban 3,226 89.5 77.9 63.7 73.0 48.4 23.9 3,217 88.5 77.4 63.6 73.5 48.7 24.0
Rural 1,126 = 90.3 = 79.8 54.0 28.2 Al ) = = = 79.2 B28Y) 28.8
Non-Profit 3,703 89.5 78.4 65.9 76.6 52.1 27.0 3,703 88.7 78.1 65.0 76.1 52.4 27.0
Investor-Owned 633 = 45.8 = 60.0 35.4 15.6 633 65.1 50.4 217 61.9 34.5 15.7
Government 1,061 87.8 79.6 56.0 745 49.1 25.2 1,065 88.7 76.8 69.1 73.7 49.8 24.4

Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.

The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance
scores for facility types with a sample size fewer than 3 could not be calculated.

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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Cost and Charge Index -- Medicare Case-Mix Adjusted Average

Inpatient Costs and Charges
An overall average cost-to-charge ratio is computed for each hospital based on total charges and
costs as reported in the Medicare Hospital Cost Report Information System.

» Inpatient. To calculate Inpatient average costs and charge s , a h o s-icharmd ratisis c 0 s t
applied to MedPAR Inpatient charge data at the claim/patient level and adjusted based on the
CMS-assigned case weight and wagéeRGeodeex value fo

» Outpatient. To calculate Outpatientaveragec o st s and c¢ har ge-o;cha@eratios pi
is applied to Medicare Outpatient Standard Analytical File charge data at the claim/HCPCS
(Healthcare Common Procedure Coding System) level (no data sampling) and adjusted based on
the CMS-assignedcasewei ght and a wage i ndex latoyPaymentf or t hat
Classification (APC) code.

r
t a

2013 Study Findings:
The Cost & Charge Pillar has a low strength of association with Overall Strength (0.26);

* The median score for the Cost & Charge Pillar for 2013 Top 100 Hospitals is 31.0 percentile
points higher than the national all-hospital median;

» The median score for Rural hospitals is higher than the Urban hospital median;

» The median score for all Investor-Owned hospitals is over 10 points below the national all-
hospital median; and

» The median score for all Rural Not-for-Profit hospitals is the highest among all national hospital

cohorts.
2013 2012

Top 100 All Others Top 100 All Others

HSI Cost and Charges Index #of - - #of - -

Hospitals® Percentile’ Percentile’ Hospitals® Percentile’ Percentile

50th 50th 50th 50th

All Hospitals 4,430 88.6 80.0 63.4 74.2 49.0 245 4,441 88.4 77.8 59.5 74.2 49.2 245
Urban 3,283 88.7 79.8 63.3 7L 47.5 226 3,274 88.4 77.8 59.5 71.8 45.7 21.6
Rural 1,141 - 87.9 - 76.9 52.1 29.8 1,134 - - - 78.6 57.1 33.7
Teaching Hospitals 1,044 90.0 80.9 62.4 70.5 44.8 ZiLE 1,044 88.5 80.2 60.8 66.8 40.1 20.0
Non-Teaching 3,333 88.4 78.4 63.3 75.1 50.2 259 3,336 88.0 71.0 54.3 75.7 51.9 26.8
Rural Referral Centers 296 92.4 84.6 GEN 70.6 44.1 23.0 296 92.8 76.6 53.8 74.0 53.7 30.2
Sole Community Providers 442 91.5 84.7 68.1 70.6 43.6 18.5 440 93.5 88.3 75.8 74.4 47.7 20.7
Disproportionate Share 2,646 il L 81.3 69.5 71.7 45.7 217 2,646 88.6 79.5 61.3 715 45.1 21.4
Not-for-Profit Hospitals 3,759 88.8 80.5 64.0 75.8 51.0 255 3,759 88.6 78.4 60.8 76.0 50.4 249
Urban 2,718 88.9 80.2 63.8 75.2 49.6 235 2,718 88.6 78.4 60.8 74.1 46.4 2153}
Rural 1,041 - 87.9 - s 53.6 31.6 1,041 - - - 78.9 58.1 34.5
Investor-Owned Hospitals 649 = 57.0 = 62.8 39.8 18.9 649 65.4 48.7 30.5 65.4 44.5 228
Urban 556 - 57.0 - 62.7 40.5 19.2 556 65.4 48.7 30.5 63.2 43.7 225
Rural 93 = = = 63.9 &AL 16.8 93 = = = 74.4 48.0 24.6
Government Hospitals 1,085 90.9 82.4 68.9 71.6 48.4 27.3 1,091 86.1 80.2 59.0 73.6 51.8 271.7
Urban 616 90.9 82.4 68.9 70.4 45.8 222 614 86.1 80.2 59.0 69.8 45.0 21.6
Rural 465 - - - 73.6 51.4 33.9 462 - - - 77.6 57.7 35.2
System-Affiliated Hospitals 2,225 87.9 79.2 62.3 69.3 43.2 19.7 2,231 88.1 78.8 61.7 69.3 43.4 19.8
Urban 1,875 87.7 78.8 61.9 68.7 43.5 19.4 1,872 88.1 78.8 61.7 67.8 41.9 18.4
Rural 349 - 87.9 - 71.6 42.1 20.5 348 - - - 75.1 51.2 26.5
Non-Profit 1,719 87.9 79.6 63.5 729 46.1 20.2 1,719 88.5 79.4 62.6 72.6 43.9 18.6
Investor-Owned 501 - 57.0 - 56.4 37.5 18.2 501 65.4 48.7 30.5 59.9 42.9 225
Government 223 85.8 80.3 71.6 70.5 40.9 17.1 224 86.7 83.7 70.9 71.3 42.8 18.4
Freestanding Hospitals 4,358 88.6 80.0 63.4 74.3 49.2 247 4,361 88.4 77.8 59.5 74.4 49.4 24.7
Urban 3,226 88.7 79.8 63.3 73.2 47.6 22.8 3,217 88.4 77.8 59.5 72.0 45.9 21.8
Rural 1,126 - 87.9 - 77.2 52.4 30.3 1,119 - - - 78.7 57.2 34.0
Non-Profit 3,703 88.8 80.5 64.0 75.9 51.2 25.6 3,703 88.6 78.4 60.8 76.0 50.4 25.1
Investor-Owned 633 - 57.0 - 62.9 39.9 19.2 633 65.4 48.7 30.5 65.6 45.1 231
Government 1,061 90.9 82.4 68.9 71.6 48.3 273 1,065 86.1 80.2 59.0 735 51.7 27.8

Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.

2The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance
scores for facility types with a sample size fewer than 3 could not be calculated.

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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Financial Stability Index — Financial Ratios based on Electronic
Cost Reports

Percentile rankings are calculated based on each of four (4) financial indicators: Leverage, Liquidity,
Capital Efficiency and Resource Availability. Higher scores receive higher rankings for all indicators
except Leverage, where lower scores receive higher rankings.

» Leverage: Total Liability/Total Assets

 Liquidity: Current Assets/Current Liabilities

» Capital Efficiency: Net Income/Total Revenue

» Resource Availability: Total Assets/Total Expenses

2013 Study Findings:

» The Financial Strength Pillar has a large strength of association with Overall Strength (0.56);

* The median score for the Financial Strength Pillar for 2013 Top 100 Hospitals is 35.6 percentile
points higher than the national all-hospital median;

» The median score for all Teaching Hospitals fell 28 percentile points between 2012 and 2013;

» The median score for 2013 Top 100 Investor-Owned hospitals is higher than the 2012 Top 100
Investor-Owned hospital median; and

» The median score for all Urban Investor-Owned hospitals is significantly higher than the all Rural
Investor-Owned hospital median.

2013 2012

Top 100 All Others Top 100 All Others

HSI Financial Stability Index #of o o #of o o

Hospitals® Percentile® Percentile” Hospitals* Percentile® Percentile’
75th 50th 25th 50th 25th 50th 25th 50th 25th
All Hospitals 4,430 94.1 84.5 73.4 73.9 48.9 245 4,441 93.6 85.3 75.5 73.8 48.9 245
Urban 3,283 93.9 845 73.1 74.8 S1.1 25'5] 3,274 93.6 85.3 5.5 74.6 51.1 25.6
Rural 1,141 - 97.2 - 70.4 43.0 215 1,134 - - - 70.6 43.1 21.6
Teaching Hospitals 1,044 91.9 84.4 72.9 75.3 51.0 26.8 1,044 93.2 84.9 75.7 88.8 78.8 42.6
Non-Teaching 3,333 95.5 86.7 73.1 73.5 48.4 23.6 3,336 94.9 86.7 75.4 70.4 43.0 21.4
Rural Referral Centers 296 91.5 83.1 70.6 82.2 63.9 42.0 296 94.5 84.5 68.8 773 51.9 331
Sole Community Providers 442 93.1 83.8 69.3 83.3 61.0 34.4 440 94.5 88.9 72.3 67.1 445 26.9
Disproportionate Share 2,646 93.6 84.5 74.7 74.3 50.4 25.6 2,646 93.0 85.0 75.6 63.1 38.6 19.4
Not-for-Profit Hospitals 3,759 94.4 84.5 73.9 75.2 49.6 25.0 3,759 93.5 85.4 75.9 75.1 49.6 25.2
Urban 2,718 94.0 84.5 73.7 76.2 il 26.1 2,718 93.5 85.4 75.9 76.2 LG 26.2
Rural 1,041 - 97.2 - 71.8 44.4 22.8 1,041 - - - 72.0 445 23.0
Investor-Owned Hospitals 649 - 80.5 - 66.3 46.4 20.8 649 93.8 67.2 60.9 66.5 46.4 20.9
Urban 556 - 80.5 - 68.1 48.5 23.0 556 93.8 67.2 60.9 68.2 48.4 23.0
Rural 93 - - - 55.1 30.0 8.3 93 - - - 55.1 30.1 8.4
Government Hospitals 1,085 90.6 81.8 66.0 75.0 a71.7 25.6 1,091 92.4 82.3 69.8 74.8 47.2 25.4
Urban 616 90.6 81.8 66.0 7.2 50.4 26.1 614 92.4 82.3 69.8 76.9 50.2 26.0
Rural 465 - - - 70.8 43.9 24.2 462 - - - 70.8 43.7 24.3
System-Affiliated Hospitals 2,225 94.6 84.6 75.1 76.0 52.0 26.0 2,231 93.5 85.1 73.6 76.2 52.1 26.1
Urban 1,875 94.1 84.5 74.7 77.0 53.8 27.3 1,872 93.5 85.1 73.6 77.1 53.9 275
Rural 349 = 97.2 = 71.0 40.4 19.7 348 = = = 715 40.5 19.8
Non-Profit 1,719 94.9 84.6 75.9 78.1 52.0 25.3 1,719 93.4 85.3 75.3 78.2 52.1 25.5
Investor-Owned 501 = 80.5 = 68.8 52.1 273 501 93.8 67.2 60.9 68.9 52.0 27.4
Government 223 86.0 74.3 61.9 74.6 41.4 17.3 224 91.7 80.6 65.6 74.1 41.1 16.7
Freestanding Hospitals 4,358 94.1 84.5 73.4 73.9 48.9 24.4 4,361 93.6 85.3 75.5 73.9 48.9 24.5
Urban 3,226 93.9 84.5 73.1 74.9 51.0 25.5 3,217 93.6 85.3 75.5 747 51.0 25.6
Rural 1,126 = 97.2 = 70.4 43.2 21.4 Al ) = = = 70.6 43.2 21.6
Non-Profit 3,703 94.4 84.5 73.9 75.2 49.4 24.9 3,703 93.5 85.4 75.9 75.1 49.5 25.1
Investor-Owned 633 = 80.5 = 66.9 46.8 21.0 633 93.8 67.2 60.9 67.0 46.8 21.1
Government 1,061 90.6 81.8 66.0 74.8 47.3 25.5 1,065 92.4 82.3 69.8 74.6 47.1 25.2

“Total count of hospitals for given facility type. Subset totals do not necessarily equal superset totals.

The upper, median, and lower quartile top 100 performance scores for the given index by the given facility type. Upper and lower quartile performance
scores for facility types with a sample size fewer than 3 could not be calculated.

*The upper, median, and lower quartile performance scores of all hospitals excluding the top 100 for the given index by the given facility type.
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Table E below summarizes the Top 100 Hospital median scores compared to all US
general acute hospitals for a set of key financial ratio according to geographic variation
based on Census Regions:

Table E. 2013 Top 100 Hospitals: Geographic Variation vs. Median Scores for
Select Financial Ratios

Debt CHTELE! Salaries to [PUS (P
: Total Operating Current . Revenue ; Adjusted
Census Region . : : Service Net Patient .
Margin Margin Ratio TR to Total e Occupied
9 Revenue Bed
Midwest 10.2% 7.9% 2.19 9.13 51.2% 34.6% 5.9
Northeast 8.2% 3.6% 3.29 8.64 53.8% 38.8% 4.5
South 8.6% 5.4% 2.95 421 45.6% 34.9% 5.8
West 9.4% 5.7% 3.31 1.23 42.7% 32.7% 7.3
Medians for All U.S. Hospitals 3.3% -1.1% 1.91 2.09 56.7% 38.5% 5.8
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2013 Top 100 HealthStrong™ Critical Access Hospitals
Alphabetical by State

2013 Top 100 CAH Hospitals

Ketchikan General Hospital Ketchikan  AK
South Peninsula Hospital Homer  AK
Howard Memorial Hospital Nashville AR
Cobre Valley Regional Medical Center Fort Steward  AZ
Mercy Medical Center Mount Shasta ~ CA
Banner Lassen Medical Center Susanville  CA
Gunnison Valley Hospital Gunnison  CO
Heart Of The Rockies Regional Medical Center Salida CO
Aspen Valley Hospital Aspen CO
Southwest Memorial Hospital Cortez CO
Higgins General Hospital Bremen  GA
Avera Holy Family Health Estherville 1A
Myrtue Medical Center Harlan 1A
Hegg Memorial Health Center Rock Valley Rock Valley 1A
Sioux Center Community Hospital Health Sioux Center 1A
Audubon County Memorial Hospital Audubon 1A
Floyd Valley Hospital Le Mars 1A
Alegent Health Community Memorial Hospital Missouri Valley 1A
Burgess Health Center Onawa 1A
Dallas County Hospital Perry 1A
Gritman Medical Center Moscow ID
Rochelle Community Hospital Rochelle IL
Valley West Community Hospital Sandwich IL
Abraham Lincoln Memorial Hospital Lincoln IL
Taylorville Memorial Hospital Tayorville IL
St Joseph Memorial Hospital Muphysboro IL
Margaret Mary Community Hospital Batesville IN
Decatur County Memorial Hospital Greensburg IN
Kingman Community Hospital Kingman KS
Marcum Wallace Memorial Hospital Irvine KY
Marthas Vineyard Hospital Oak Bluffs ~ MA
Fairview Hospital Great Barrington ~ MA
Redington Fairview General Hospital Skowhegan  ME
Bridgton Hospital Bridgton ME
Millinocket Regional Hospital Millinocket ~ ME
Waldo County General Hospital Belfast ME
Charles A Dean Memorial Hospital Greenville  ME
Mayo Regional Hospital Dover-Foxcroft ~ME
Hayes Green Beach Memorial Hospital Charlotte Ml
Clinton Memorial Hospital Saint Johns Ml
Spectrum Health United Memorial Lakeview Ml
New Ulm Medical Center New Um  MN
Riverwood Healthcare Center Aitkin - MN
Springfield Medical Center - Mayo Health Springfield  MN
Queen Peace Hospital New Prague  MN
Redwood Area Hospital Redwood Falls  MN
United Hospital District Blue Earth  MN
StJoseph’s Area Health Ser Park Rapids  MN
Stevens Community Medical Center Morris ~ MN
Essentia Health Fosston ~ MN
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2013 Top 100 HealthStrong™ Critical Access Hospitals (cont.)
Alphabetical by State

2013 Top 100 CAH Hospitals (cont.)

Barrett Memorial Hospital Dillon  MT
Sidney Health Center Sidney  MT
Marcus Daly Memorial Hospital Hamilton  MT
Community Hospital Anaconda  MT
Transylvania Regional Hospital Brevard NC
The Outer Banks Hospital Nags Head  NC
Ashe Memorial Hospital Jefferson  NC
St Josephs Hospital Health Center Dickinson  ND
Mercy Medical Center Williston ~ ND
Cherry County Hospital Valentine NE
Ogallala Community Hospital Ogallala NE
Brodstone Memorial Hospital Superior  NE
St Francis Memorial Hospital West Point NE
Boone County Health Center Albion NE
Pender Community Hospital Pender NE
Speare Memorial Hospital Plymouth ~ NH
Huggins Hospital Wolfeboro NH
Androscoggin Valley Hospital Berlin  NH
Monadnock Community Hospital Peterborough NH
Lincoln County Medical Center Ruidoso  NM
Wyandot Memorial Hospital Upper Sandusky ~ OH
Mercy Hospital Willard  OH
Barnesville Hospital Association Barnesville  OH
Providence Hood River Memorial Hospital Hood River OR
Muncy Valley Hospital Muncy PA
Milbank Area Hospital/Avera Health Milbank SD
Avera Hand County Memorial Hospital Miller ~ SD
Rhea Medical Center Dayton TN
Seton Highland Lakes Burnet TX
Central Valley Medical Center Nephi uTt
Copley Hospital Morrisville VT
Kittitas Valley Community Hospital Ellensburg WA
Providence Mountain Carmel Hospital Colville WA
Red Cedar Medical Center - Mayo Health Menomonie Wi
Tomah Memorial Hospital Tomah Wi
Richland Hospital Richland Center Wi
River Falls Area Hospital River Falls Wi
Door County Memorial Hospital Sturgeon Bay Wi
Waupun Memorial Hospital Waupun Wi
Good Sam Health Center Merrill Wi
Upland Hills Health Dodgeville Wi
Memorial Health Medford Wi
Hudson Hospital Hudson Wi
Prairie Du Chien Memorial Hospital Prairie Du Chien Wi
Hayward Area Memorial Hospital Hayward Wi
Black River Memorial Hospital Black River Falls Wi
Washakie Medical Center Worland WY
Star Valley Medical Center Afton WY
Platte County Memorial Hospital Wheatland WY
Memorial Hospital Converse County Douglas WY
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2013 Top 100 HealthStrong™ Critical Access Hospitals (CAHSs)
Performance Profile

The geographic regions are based on the National Organization of State Offices of Rural
Health (NOSORH) designations (http://www.nosorh.org/regions/).

Table F. Summary of 2013 Top 100 CAHs: Geographic Variation vs. Percentage of

Total CAHs
#Top % Top
NOSORH Region 100 100

CAHs CAHs
A - Northeast 64 5% 14 22%
B - Southeast 225 18% 7 3%
C - Midwest 550 43% 51 9%
D - Southwest 165 13% 5 3%
E - Northwest 263 21% 23 9%
Totals 1267 100% 100 8%

Image B displays the location of the Top 100 CAHs by NOSORH region.

Image B. Location of 2013 Top 100 Critical Access Hospitals by NOSORH Region
= | B3
o
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Implementation of the Patient Protection and Affordable Care Act (the Act), has resulted in
market consolidation in the forms of affiliations, mergers and acquisitions is on the rise.

As a result, we investigated the profile of the 2013 Top 100 CAHs in terms of corporate
health system affiliation. W hile ranging from 36% to 100% by NOSORH region, the overall
percentage of health system-affiliated 2013 Top 100 CAHSs is 52%. This percentage is
consistent with the percentage of all U.S. general acute care hospitals that are system
affiliated (54%) yet is higher than the total CAH percentage (37%).

Table G. Distribution of System-Affiliated Top 100 CAHs by National Organization of
State Offices of Rural Health (NOSORH Region

. # of Top System Percentage
NOSORH Region 100 Affiliated of S_ystem
CAHs Affiliated
A - Northeast 14 5 36%
B - Southeast 7 5 71%
C - Midwest 51 23 45%
D - Southwest 5 5 100%
E - Northwest 23 14 61%
Total 100 52 52%

Hospital Strength Index Components and Findings

Competitive Strength Index — MedPAR Market Share — Each hospital s’overall unique
market share percentage is first calculated based on a 75 percent Medicare origin service
area definition. The target hospital’s Herfindahl-Hirschman Index (HHI) score is then
derived as the square of the market share percentage, expressed on a scale from zero to
10,000. (The scale is based on a maximum share of 100 percent, where 100% = 10,0000).

FINDING

The median Hospital Strength Index score for the Competitive Strength Pillar for 2013
Top 100 CAHs is 26.20 percentile points higher than the national all-other CAH median.

Competitive Intensity Index — MedPAR Competitor Diffusion

Each hospital’s overall market HHI score is first calculated based on a 75 percent service
area definition. The overall market HHI score is calculated as the square of the market
share percentage for each hospital that maintains a one (1) percent or greater share in
that market (in order to better focus competition at the market level and reduce the data
“noise 'Influenced by factors like emergent Inpatient admissions from relatively distant zip
codes). The sum of the square of market shares equals the overall market HHI score,
expressed on a scale from zero to 10,000. To determine the true level of competition that
exists in a hospital s’'market relative to that hospital, the target hospital s’"HHI score is
removed from the overall market HHI score to calculate the “Ne tMarket — or Market
Competitors’ — HHI score (Net Market HHI = Gross Market HHI Score — Target Facility’s
HHI Score). Competitive Intensity seeks to solve for the question: “How competitive is the
market without the target hospital? ”

FINDING

The median Hospital Strength Index score for the Competitive Intensity Pillar for 2013
Top 100 CAHs is 33.20 percentile points higher than the national all-other CAH median.
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Market Size and Growth Index — Forecasted Change in Healthcare Demand —
Demand projections use proprietary use-rate methodologies based on 18 distinct cohorts
combining age, gender and DRG-specific rates derived for each state and applied to the
hospital service area to create a unique market-specific Index.

FINDING

The median Hospital Strength Index score for the Market Size & Growth Pillar for 2013
Top 100 CAHs is 4.34 percentile points higher than the national all-other CAH median.

Quality Index - Hospital Compare Process of Care Measures — Each individual CMS
process of care measure topic area (Acute Myocardial Infarction, Heart Failure,
Pneumonia, Congestive Heart Failure, Surgical Care Improvement Program and
Outpatient measures) is indexed across the range of national performance for each
measure. The index scores are averaged to produce a single composite score. All
available data are used in the calculation of composite scores. Missing data within
measure sets are ignored.

FINDING

The median Hospital Strength Index score for the Quality Pillar for 2013 Top 100 CAHs is
35.24 percentile points higher than the national all-other CAH median.

Table H. Distribution of Scores for CMS Process of Care
Topic Areas by 2013 Top 100 vs. All Other CAH Cohorts

Process of Care Indicators Top 100 CAH All Other CAH Cohorts
75th 50th 25th 75th 50th 25th

Heart Attack (AMI) 100.00 100.00 77.87 100.00 79.26  52.63
Heart Failure (HF) 92.02 73.31 53.91 7247 4893  29.47
Pneumonia (PN) 81.42 64.50 52.02 67.41 46.94  29.71

U/l CElR i Ere et 85.25  73.03  58.89 7915  63.49 44.81
Program (SCIP)

Outpatient (OP) 66.35 59.13  50.51 70.26  53.24  36.98

Outcomes Index - Hospital Compare Outcomes of Care Measures — Each individual
measure (30-Day Readmission Rates for AMI, HF and PN and both CMS- defined and
proprietary 30-Day All-Cause Mortality Rates for AMI, HF and PN), is indexed across the
range of national performance for that measure. The index scores are averaged to
produce a single composite score. All available data are used in the calculation of
composite scores. Missing data within measure sets are ignored.

FINDING

The median Hospital Strength Index score for the Outcomes Pillar for 2013 Top 100

CAHs is 19.72 percentile points higher than the national all other CAH median.

Patient Perspectives Index - Hospital Compare Hospital Consumer Assessment of
Healthcare Providers and Systems (HCAHPS) Measures — Each individual question is
indexed across the range of national performance for that question. The index scores for
two (2) HCAHPS questions (“Definitely Recomme n dirid “ Oevall Rating 9-10") are
averaged to produce a single composite score. All available data are used in the
calculation of composite scores. Missing data within measure sets are ignored.
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FINDING

The median Hospital Strength Index score for the Patient Perspectives Pillar for 2013
Top 100 CAHs is 16.71 percentile points higher than the national all-other CAH median.

Table |. Distribution of Scores for HCAHPS Questions by 2013 Top 100 vs. All Other
CAH Cohorts

Top 100 CAH Other CAH Cohorts
HCAHPS
75th 50th 25th 75th 50th 25th

Percent of Respondents

Who Would Definitely 80 75 71 77 72 66
Recommend the Hospital

Percent of Respondents

Who Give Hospital 79 76 72 78 72 67
Overall Rating of 9-10

“Cost and Charge Index” -- Medicare Case-Mix Adjusted Average Inpatient Costs
and Charges — An overall average cost-to-charge ratio is computed for each hospital
based on total charges and costs as reported in the Medicare Hospital Cost Report
Information System.

Inpatient. To calculate Inpatient averagecostsand char ges, ato-dhagepi tal ' s ¢
ratio is applied to MedPAR Inpatient charge data at the claim/patient level and adjusted
basedontheCMS-assi gned case weight and wageDRGndex val
code. A hospital’'s adjusted costs and charges ar
overall charges.

Outpatient. To calculate Outpatient average costs and charges, a hospital s’cost-to-
charge ratio is applied to Medicare Outpatient Standard Analytical File charge data at the
claim/HCPCS (Healthcare Common Procedure Coding System) level (no data sampling)
and adjusted based on the CMS-assigned case weight and a wage index value for that
claim’s Ambulatory Payment Classification (APC) code. A hospital s'adjusted costs and
charges are aggregated for all outpatients to derive overall averages.

FINDING

The median Hospital Strength Index score for the Cost and Charge Pillar for 2013 Top
100 CAHs is 22.9 percentile points higher than all other CAH median.

Financial Stability Index — Financial Ratios based on CMS Electronic Cost Reports —
Percentile rankings are calculated based on four (4) financial indicators: Leverage,
Liquidity, Capital Efficiency and Resource Availability. Higher scores receive higher
rankings for all indicators except Leverage, where lower scores receive higher rankings.
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FINDING

The median Hospital Strength Index score for the Financial Stability Pillar for 2013 Top

100 CAHs is 38.99 percentile points higher than the national all-other CAH median.

Table J below summarizes the Top 100 CAH median scores for a set
of key financial ratios according to geographic variation based on

NOSORH Regions:

Table J. 2013 Top 100 CAHs: Geographic Variation vs. Median Results for Select

Financial Ratios

NOSORH Region

Region A
Region B
Region C
Region D
Region E

Table K below summarizes the 2013 Top 100 CAH scores by Hospital Strength Index

Total
Margin

2.95%
3.80%
7.10%
7.10%
5.10%

Operating
Margin

-1%
2%
4%
6%
1%

Current
Ratio

1.70
4.19
3.24
3.49
3.79

Debt

Service
Coverage

551
4.15
3.78
2.36
3.09

Outpatient
Revenue
to Total
Revenue

76.25%
79.30%
77.00%
72.80%
68.50%

Salaries to

Net Patient

Revenue

45.05%
36.90%
40.20%
37.40%
38.40%

FTE per
Adjusted

Bed
6.69
4.50
5.53
5.38
7.44

pillar. For the purposes of comparative analysis between the 2013 Top 100 CAHs and the

approximately 4,400 other US general acute care hospitals, the benchmark is the Top

Quatrtile, or an index score of 75.

Table K. Summary of Top 2013 100 CAHs: Hospital Strength Index Scores by

Pillar/Index

Competitive Strength
Index

Competitive Intensity
Index

Market Size & Growth
Index

Quality Index

Outcomes Index

Patient Perspective index
Costs and Charges Index
Financial Stability Index

Copyright ©2013 iVantage Health Analytics®

75th
84.3

83.8

35.6

87.3
62.9
89.8
90.0
91.5

Top 100 CAH
50th 25th
72.0 53.1
66.7 40.9
21.2 11.7
71.3 51.4
45.2 29.2
80.5 63.1
75.9 50.5
81.1 57.2

Other CAH Cohort

75th
67.5

56.8

30.9

67.4
44.5
85.8
75.9
69.9

50th 25th
45.8 25.1
33.5 15.0
16.9 7.6
36.1 12.8
25.5 11.1
63.8 43.0
53.4 32.6
42.1 21.0
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Interview Findings from Top Hospital Executives

At the Third Annual Community Hospital 100 Conference, October 14-16, 2012 in
Tucson, Arizona, hospital executives from across the nation met to discuss and
explore challenges and solutions to the issues facing hospitals and health
systems.

Collectively, these thought leaders represent the most progressive organizations in the

sector, bound by an unwavering commitment to identify and adopt the best strategies and
practices required to thrive in toNearlybOs rapi dl y
percent of the hospitals in attendance were in the top quartile of the Hospital Strength

Index and a number were in top performing hospitals in the United States. After a number

of individual meetings, interviews and a panel discussion, two broad themes and ten

preliminary findings from top performing hospitals surfaced.

The two broad themes included accelerating performance and competing on
analytics. Top performing hospitals know how to achieve results systematically in a short
period of time. For example, most organizations with a three-year strategic plan take three
years to accomplish the plan. Top performers seem to achieve sustainable results in 12-
18 months. They accelerate performance because of several fundamental organization
under pinnings. Second, the top performing community hospitals compete using
analytics. They consistently state, “they measure everything from our mission to our
strategic objectives.” They typically have a Balanced Scorecard reporting on the most
important dimensions of the organizat i o n’ s plant Thatengglimmary findings
represent the organizations core priorities and are discussed below in no particular order
of importance.

1. Strategy and Intentions: Top performing hospitals have a strategy and more
i mportantly their “intentions ar eiegkimown t hroug
shared broadly and embraced widely. These organizations speak frequently of their
mission, vision and values. Values are typically translated into behavior standards and
everyone in the organization is required to behave consistent with the required
behaviors. They are transparent both internally and externally and they publish their
results. Finally, they tell the truth about the good, the bad and the ugly.

2. Accelerate Performance: Things get accomplished and everyone participates in
execution of the strategy so the direction is clear. They publish their financial and
operational goals and they meet on them every month. Everyone is conversant on all
data points resulting in a high degree of accountability.

3. High Reliability: Evidence based medicine and management is designed to create
high reliability and predictable outcomes. These organizations talk about changing
systems and conclude excellence is a systematic property that means being able to
remake systems in their entirety.

4. Compete on Analytics: Measurement seems to be fundamental to success and they
measure everything from their “current reality”
They ask five key questions including:

* Where are we today?

* Where should we be tomorrow?

* How shall we get there?

* Are we getting there?

» Does our culture support the strategy?

Culture is understood, measured and designed or redesigned to accelerate
performance and get the required results.
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5. Financial Health: Everyone understands the organization” s f i nanci al perfor ma
recognizes profitability is required to invest in people, technology and culture. Value is
created by the intersection of health outcomes, patient satisfaction and financial health
so financial health is broader than the concept of profitability.

6. Problems and Priorities: Everyone knows the problems and priorities so everyone
contributes to positive change. Often times the problems are between or among
departments and the priority resolution happens because it improves patient outcomes,
satisfaction or organization culture.

7. Responsibility for Strategy: Strategy is broadly communicated and is a shared
responsibility. Strategy is not only the responsibility of the leadership team but is
everyone's respamesubieémplyoy Seovrwlee reframe thei
pervasive. For example, “Jill’s job in Food and
extraordinary experience, not just serve food o
context of the organization’s plan and priorities.

8. Benchmarks: Many of the Top 100 Hospitals use outside references for benchmarks.
They typically set internal goals or targets that stretch the organizations capabilities.
They also understand the competition however the competition is not the sole focus
related to their performance. Qualyisy targets
viewed as either 100% or 0%.

9. Employees: Employees in the Top 100 seem to talk consistently about four (4) things.
They talk about the high standards in the organization and their ability to act fairly
autonomously to get the job done. Empl oyees ini
leader or supervisor to make the change. Finally they reframe their job so it is
purposeful and they consistently listen to patients and families to create what is best
systematically for patients.

10. Physician Collaboration: It is broadly recognized that a great working relationship
with the providers is required in this new era of reform. Physician collaboration is key to
achieving high reliability and systematically improving patient outcomes.

The Top 100 Hospitals consistently achieve high scores in multiple performance
categories and the intent of additional research is to understand how patient outcomes
and healthcare expenditures would be affected if all 4,400+ hospitals in the study group
performed at the same level as the Top 100.
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Appendix A: Summary of Counts of 2013 Top 100 Hospitals by

State

State Top 100 Count
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Appendix B: Summary of Counts of 2013 Top 100 Critical
Access Hospitals (CAHSs) by State

Top 100 CAH
Count
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Appendix C: The Hospital Strength Index™ Methodology

The Hospital Strength Index is designed to provide a comprehensive yet
straightforward method for comparing hospital performance.

The scoring model aggregates hospital-specific data for 56 individual metrics and
calculates percentile rankings based on performance in comparison to all hospitals in the
study group. Eight primary index scores are derived based on the composite scores of
their respective components, as outlined in the diagram below. Aggregate scores across
the eight indices serve as the basis for a single overall rating — the Hospital Strength

I ndex ™.

Data Summary

Unless otherwise noted, data used to produce the Hospital Strength Index are available
from public sources, primarily the federal government. All available data are included; no
statistical sampling or data projection methodologies are employed, except as noted.
Each release of the Index will be based on the most recently available data for each
indicator source. All information included in the Version 1.5 release represents the most
recently available data as of January 2013. A summary of data sources is presented

below.
Pillar Data Source Hospital Strength Index™ 1v5
Quality Hospital Compare 7/17/2012 Download Date - Process of Care, Pati ent Saf ety I ndicators (“P
Outcomes Hospital Compare, MedPAR 7/17/2012 Download Date - Readmission/Mortality, PSI from MedPAR 2010, MedPAR 2011 (Mortality)
Patient Perspective HCAHPS 7/17/2012 Download Date - HCAHPS
Cost and Charges Index MedPAR, SAF_OP MedPAR 2011, Standard Analytical File O/P 2010
Financial HCRIS 2012 Q1
Competitive Strength ESRI, CMS 2011-2016 Update, CMS Area File 2011
Competitive Intensity ESRI, CMS 2011-2016 Update, CMS Area File 2011
Market Size and Growth ESRI, CMS 2011-2016 Update, CMS Area File 2011

Methodology Summary

Calculation of the Hospital Strength Index is based on a composite measure of eight
indices of hospital strength: Competitive Strength, Competitive Intensity, Market Size and
Growth, Quality, Outcomes, Patient Perspectives, Cost & Charge, and Financial Stability.
A series of calculations are performed on each indicator set to produce a final index score,
as outlined below:

1)Source informati on c o-sppdficdata id comgiledirsame” hospi t al
instances, such as calculation of Medicare market share, calculations are performed on
raw data to create standardized hospital-specific data;

2) For components with multiple measure sets, mean averages are calculated across all
available indicators to derive a composite average;

3) National percentile rankings are calculated for each composite average;

4) For domains with multiple composite percentile scores, mean averages are calculated
across all percentile scores to derive an index average;

5) National percentile rankings are calculated for each index average to derive a final
index score for each area.

Indicators that cannot be ranked due to missing or excluded data are disregarded in
index level calculations.
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Hospitals in the Study Group

The Index strives to include all eligible U.S. active, short-term, acute care, non-specialty,
non-federal hospitals in the study group. The most recently available CMS Hospital
Provider of Services (POS) file is used to determine the initial universe of eligible
hospitals. The file contains an individual record for each Medicare-approved provider and
is updated quarterly. This dataset is cross checked against other available sources of
record, including the AHA Hospital Directory, to confirm hospital identity and status and
further determine appropriateness for inclusion.

Exclusions are based on the following criteria:

1. Specialty Hospitals:

a. Hospitals designated as specialty hospitals in the CMS Hospital Provider of
Services file are excluded; these include psychiatric, rehab, long-term care, surgical
specialty and other specialty facilities;

b. Governmental facilities including Veterans Administration, Indian Health Service
hospitals and related Federal facilities are excluded;

c. Hospitals with 80 percent of their MS-DRG inpatient case mix concentrated in three
or fewer Major Diagnostic Categories (MDCs) are excluded; and

d. Hospitals designated as cancer centers are excluded.
2. Geography: Hospitals in U.S. Territories are excluded.

3. Data Exclusions:

a. Hospitals missing critical financial indicators, including revenue and balance sheet
data, in their Medicare Hospital Cost Report Information System filings are
excluded; and

b. Hospitals missing scores in more than three of the eight primary indices due to lack
of supporting data are excluded.

4. New or Changed Hospitals: New hospitals and facilities that began participating in the
Medicare program in 2012, including facilities that changed classification (such as
conversion to a Critical Access Hospital), are excluded.

This process identified a total of 4,430 hospitals that were included in the final
study. Of that total, 1,268 facilities are designated as Critical Access hospitals.
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Market Strength Components

A primary service area is calculated for each hospital in the study group to serve as a

basis for all mar ket indicators. A hospital’s ma
from which the facility draws 75 percent of its Medicare Inpatients. Four categories of

market indicators are then calculated as defined below. The market definition and all Index

calculations are based on the most currently available year of Medicare Service Area File

data.

Competitive Strength Index

Index Competitive Strength Index

Category Market Strength

Indicator Target Faci | iHirsghman InHex (HHI) scadea h |

Data Medicare Service Area File

Each hospital’s overall market sha
on the 75 percent service area defined above. The t ar get ho
Herfindahl-Hirschman Index (HHI) score is then derived as the square of
the market share percentage, expressed on a scale from zero to 10,000.
(The scale is based on a maximum share of 100 percent, where 1002 =
10,000.)

Percentile rankings are calculated based on the HHI scores. Higher
Scoring scores receive higher rankings. Domain and index scores are then
calculated as applicable per the methodology detailed above.

The Herfindahl-Hirschman Index is a commonly accepted measure of
market concentration. The U.S. Department of Justice uses the HHI for
evaluating mergers. For more information see
http://www.justice.gov/atr/public/testimony/hhi.htm,
http://en.wikipedia.org/wiki/Herfindahl_index

Methodology
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Competitive Intensity Index

Index
Category
Indicator
Data

Methodology

Scoring
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Competitive Intensity Index

Market Strength

Mar ket Compet i Hisschman Intes (HHI) soodea h |
Medicare Service Area File

Each hospital’'s overall mar ket HHI
75 percent service area defined above. The overall market HHI score is
calculated as the square of the market share percentage for each hospital
that maintains a one (1) percent or greater share in that market (in order
to better focus competition at t he
influenced by factors like emergent Inpatient admissions from relatively
distant zip codes). The sum of the square of market shares equals the
overall market HHI score, expressed on a scale from zero to 10,000. To
determine the true | evel of compet
relative to that hospital ,removhderom ar
the overall market HHI sco+oMaket c a
Co mp et + HHbscae (Net Market HHI = Gross Market HHI Score —
Target Facility's HHI Score).

Percentile rankings are calculated based on the HHI scores. Lower scores
receive higher rankings. Domain and index scores are then calculated as
applicable per the methodology detailed above.

The power of the HHI calculation is derived from its exponential function.

In service areas where market power is shared more equally among
dominant competitors, both competitors contribute significantly to the
overall mar ket HHI score. When the
score is removed, the impact of the secondary competitor still drives a
relatively high net market HHI score (see Market 1 example below).
Whereas in markets with a single dominant hospital and more numerous,
smaller competitors — i.e., where residual market power is more diffusely
concentrated—r emovi ng t he dominant hlpspi
decreases net HHI scores (see Market 2 example below). The Index
considers more diffusely concent—+ a
or Mar ket GC-dihipmres tdrepreseht aless direct competitive
threat to the target hospital. Thus lower Net Market HHI scores are given
higher rankings.

Examples:

Mar ket 1 has two dominant hospital
maintains 40% market share, Facility B maintains 35%. Ten other
hospitals each maintain 2.5% market share.

« Over al HI:402+ 3k2e+t(2.5R*10) = 1,600 + 1,225 + 62.5 =
2,887.5

. Net Mar ket-1d00E1,2825 887 . 5
Mar ket 2 has one dominant hospital
maintains 70% market share, Facility D maintains 10%. Ten other

hospitals each maintain 2% market share.

. Overall Mar ket HHI : 702 + 102 +
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Market Size and Growth Index

Index Market Size and Growth Index

Category Market Strength

« F-Yeardnpatient Demand Projections - Total Market Inpatient
Discharge Volume

¢ F-Yeardnpatient Demand Projections - Absolute Volume Growth and
Percent Volume Growth

Medicare Service Area File

Demand projections use proprietary use rates methodologies based on 18
VSl ele) distinct cohorts combining age, gender and DRG-specific rates derived for
each state.

Percentile rankings are calculated based on the indicators above. Higher

Indicator

Scoring scores receive higher rankings. Domain and index scores are then
calculated as applicable per the methodology detailed above.
The I ndex’s I npatient Demand Proj e

forecast healthcare utilization for specific services in a market. The

demand methodology is based on utilization rate models specific to each
state. Use rates are computed based on state-specific utilization patterns
derived from public and private discharge data sources. Use rates are
calculated at the MS-DRG level for 18 age categories for each gender,

with specific adjustments for newborns and neonates. Use rates are then
applied to a facility’s | ocal mar k
derive demand forecasts.
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Value-Based Strength Components

The primary source of the Hospital Strength Index Value-Based components is the U.S.

Department of Health & Human Services Hospital Compare web site

(Hospital Compare. hhs. gov) . The database is obta
Dat abase” option presented on the site.

All data incorporated in the Index rating system are used as reported in the database
without modifications. For more information regarding Hospital Compare data collection
and reporting, including technical specifications and data collection periods, reference the
links below.

 http://www.hospitalcompare.hhs.gov/staticpages/for-professionals/poc/data-

collection.aspx
 http://www.hospitalcompare.hhs.gov/staticpages/help/hospital-resources.aspx

Quality Index

Value-Based Strength
Hospital Compare Process of Care Measures
Process of Care Measures (# of Measures):

e Heart Attack (7)

e Heart )Failure (4

e Pneumonia (6)

e Surgical Care I mprovement Progr
e OQutpatient (7)

Mean averages of raw indicator measures (percentages) are calculated to
produce domain composite scores. All available data is used in the
calculation of mean averages. Missing data within measure sets are
ignored.

Percentile rankings are calculated based on the domain composite
Scoring scores. Higher scores receive higher rankings. Domain and index scores
are then calculated as applicable per the methodology detailed above.
The initial Quality indicators incorporated in the Index represent the most
generally established and accepted public measure sets in the industry.
Newer, more controversial measures and measures that are not broadly
representative have been purposefully omitted. The incorporation of
additional measures in future methodology will be considered based on
industry consensus and acceptance.

Methodology
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Outcomes Index

Index Outcomes Index

Category Value-Based Strength

Indicator Hospital Compare Outcomes of Care Measures

Outcomes of Care Measures (# of measures):

» -Bdy Hospital Readmission Rates for Heart Attack, Heart Failure,
Data Pneumonia (3)

» -Bdy All-Cause Mortality Rates for Heart Attack, Heart Failure,
Pneumonia (3)

Mean averages of raw indicator measures (percentages) are calculated to
produce domain composite scores. All available data is used in the
calculation of mean averages. Missing data within measure sets are
ignored.

Percentile rankings are calculated based on the domain composite
Scoring scores. Lower scores receive higher rankings. Domain and index scores
are then calculated as applicable per the methodology detailed above.
The initial Outcomes indicators incorporated in the Index represent the
most generally established and accepted public measure sets in the
industry. Newer, more controversial measures and measures that are not
broadly representative have been purposefully omitted. The incorporation
of additional measures in future methodology will be considered based on
industry consensus and acceptance.

Methodology
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Outcomes Index

Value-Based Strength

Agency for Healthcare Research and Quality Patient Safety Indicators
Composite Score

2010 CMS MedPAR Data

The AHRQ QI SAS® v 4.2 software is applied to 2010 MedPAR data to
generate the PSI Composite Score for each hospital

Percentile rankings are calculated based on the PSI Composite scores.
Lower scores receive higher rankings. Domain and index scores are then
calculated as applicable per the methodology detailed above.

For more information, see
http://www.qualityindicators.ahrg.gov/Modules/psi_overview.aspx
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Index Outcomes Index

Category Value-Based Strength

Indicator Proprietary Overall Inpatient Risk-Adjusted Mortality Rates

Data Medicare Provider Analysis and Review (MedPAR)

Exclusions: To identify qualifying patients, an initial exclusion of MedPAR
records is performed based on the age, admission source and discharge
status of patients. Patients 65 years of age or older that were transferred
from another hospital, home health agency or SNF or were discharged to
another short-term hospital were excluded. Patients with an MS-DRG
code of 998 or 999 were also excluded. After exclusions, the data were
stratified into 75,000 distinct cohorts based on the MSDRG (severity-
adjusted), age, gender, race, presence of obesity diagnosis codes, and
\[=dglelelel[ele)AN wWhether or not the admission source was the emergency department. The
mortality rates for each cohort were determined for the entire sample
based on patient mortality for any cause within thirty days of admission.
These rates are then appliedt o each hospital’'s pa
patient characteristics to the appropriate cohorts. An overall expected rate
of mortality was derived for the hospital and compared to the actual
number of deaths reported for that hospital in the MedPAR dataset.
Finally, the number of positive or negative standard deviations from the
expected rate is calculated for each hospital.

Percentile rankings are calculated based on the number of standard
deviations from the expected rate. A higher number of positive standard
Scoring deviations receives a higher ranking; a higher number of negative
standard deviations receives a lower ranking. Domain and index scores
are then calculated as applicable per the methodology detailed above.
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Patient Perspectives Index

Index Patient Perspectives Index

Category Value-Based Strength

Hospital Compare Hospital Consumer Assessment of Healthcare
Providers and Systems (HCAHPS) Measures

HCAHPS Measures (# of Measures):

e Per cRespandeats Who Would Definitely Recommend the
Hospital (1)

e Percent of Respondents Who -Wily e
Mean averages of raw indicator measures are calculated to produce a
\Eelelels)A8  composite score. All available data is used in the calculation of mean
averages. Missing scores results in a zero for the pillar.

Percentile rankings are calculated based on the domain composite
Scoring scores. Higher scores receive higher rankings. Domain and index scores
are then calculated as applicable per the methodology detailed above.

Indicator

Data
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Cost and Charges Index

Index Cost and Charges Index

Category Value-Based Strength

¢« Me di c aMibeAdjasted Average Inpatient Costs and Charges

¢ Me e CasexMix Adjusted Average Outpatient Costs and Charges
Medicare Provider Analysis and Review (MedPAR), Medicare Outpatient
Standard Analytical File

An overall average cost-to-charge ratio is computed for each hospital
based on total charges and costs as reported in the Medicare Hospital
Cost Report Information System. To calculate Inpatient average costs and
charges, a htodaderatolisagpliedto MadPAR Inpatient
charge data at the claim/patient level and adjusted based on the CMS-
assigned case wei ghtRG aro dteh atA chloasi|
and charges are aggregated for all Inpatients to derive overall averages.

Indicator

Data

Methodology

To calculate Outpatient averageto-co
charge ratio is applied to Medicare Outpatient Standard Analytical File
charge data at the claim/HCPCS level and adjusted based on the CMS-
assigned case weight for that cl ai
Classification) code. A hospital’s
Outpatients to derive overall averages.

Percentile rankings are calculated based on the each cost and charge
Scoring indicator. Lower scores receive higher rankings. Domain and index scores
are then calculated as applicable per the methodology detailed above.
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Financial Stability Index

Index Financial Stability Index
Category Financial Strength

e Leverage: Total Liability/ Tot al
. e Liquidity: Current Assets/ Curren
icicaar e Capital Efficiency: Net I ncome/ T

* R e sed\vaitability: Total Assets/Total Expenses

Medicare Hospital Cost Report Information System (HCRIS), SEC Edgar
filings, Merritt Research Services, LLC audited financial states

The above ratios are calculated for each hospital based on the most
recently available HCRIS Hospital Cost Report data, except for large
national hospital systems as noted below. The capital efficiency ratio is
weighted at 50% of the Financial Stability Index. The other three indicators
are equally weighted to calculate the remaining 50%. This weighting
adjusts for a number of factors, most notably that the capital efficiency
ratio is the single best predictor of hospital solvency per the research
study cited below. It also balances the use of a single income statement to
multiple balance sheet ratios

Data

Methodology

For large national investor-owned and not-for-profit healthcare systems,
the systems' consolidated ratios for leverage, liquidity and resource
availability are used for all facilities in a system in place of HCRIS data.
This data is sourced from SEC Edgar filings and audited cost reports from
Merritt Research Services, LLC. The capital efficiency indicator is based
on HCRIS Hospital Cost Report data for all hospitals included in the study.
Percentile rankings are calculated based on each financial indicator.
Higher scores receive higher rankings for all indicators except leverage,
where lower scores receive higher rankings. Domain and index scores are
then calculated as applicable per the methodology detailed above.

The use of consolidated ratios for large systems is necessary in order to
produce

comparable metrics across the broadest hospital sample, as the
accounting and cash flow management practices of these systems
impacts HCRIS balance sheet reporting.

Scoring

The Financial Stability Index is adapted from academic research that
identified the financial ratios most correlated to long-term fiscal viability.
See: Lynn, M., & Wertheim, P. (1993). Key Financial Ratios Can Foretell
Hospital Closures. HFMA Journal, 47(11), 66-70.
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About iVantage Health Analytics

iVantage Health Analytics® is a privately held healthcare business intelligence and

technology company serving more than 500 hospitals across the United States. The

company provides comparative healthcare analytics by integrating disparate market,

clinical, operational, and financial data into a single, enterprise- wide platform for
executive level decision-ma ki ng . For additional information, Vi
www.iVantageHealth.com.

Study generously supported by Anthelio Healthcare Solutions www.antheliohealth.com

antheldo

A higher aim. A newer standard.

About Anthelio Health Solutions

Anthelio is the largest independent provider of information technology and business

process services to hospitals, physician practice groups and other healthcare providers.

By provisioning hospitals with comprehensive, high-quality, flexible and secure IT and BP
services, Anthelio improveshosp i t al s’ healthcare services whil e
streamlining processes. It leverages knowledge and expertise built over a decade of
operations about clinical and administrative IT processes and best practices to provide
improved IT and BP services at lower costs to customers. Anthelio is headquartered in
Dall as, Texas. For additional information
www.antheliohealth.com/.
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