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Overview

The Hospice Financial Benchmarking System tracks over 550 operational elements of a hospice. With the press of
a button or a simple cut and paste, a hospice can know the critical financial factors needed for managing, planning,
and monitoring operations, as well as having the ability to compare performance with other hospices. The Hospice
Benchmarking System is really 4 different applications.

The Financial Management Application ( FMA) — This application is saved on a hospice’s network to
extract data and provide meaningful management reports. This system also produces a file that
automatically sends an email Upload to MVIB to review and load to the National Financial Data Set.

The Validator — This application evaluates the Upload data that is submitted. It tests data for internal
consistency and reasonableness. The data that is accepted is then included in the National Financial Data
Set. Please allow two business days for our staff to process your data and load it to the NFDS.

The National Financial Data Set — This is the data repository. All of the data that is transmitted and
passes evaluation by the Validator is included in the National Financial Data Set.

The Financial Benchmarking Application (  FBA) — This application is installed on a hospice’s network to
allow a hospice to compare its data to other hospices based on the criteria specified. In addition to
benchmark reporting, the application offers summary reporting that allow a hospice to see its operations
compared indirectly to other hospices in an attractive graphical representation. When a user specifies
criteria in the FBA, the application accesses the National Financial Data Set via the internet. The results of
the query are reported and saved. Each query is saved for additional analysis.

The system is a set of very complex and integrated applications that have evolved since 1996, incorporating F9
(Dynamic Data Exchange), Visual Basic, and special coding in a user and analyst friendly Microsoft Excel
environment. It is THE tool that MVI has used to help hundreds of hospices become more financially viable. The
system has a proven track record of accuracy and reliability. Of course, like any system, the underlying data must
be sound and accurate. However, even in the case of “dirty data”, the system can quickly detect problem areas
and even has provisions to deal with bad data so that decisions can still be made.

Your information is held in strict confidence! We do not share it directly with any other organizati ons or
individuals. It may only be shared indirectly thr ough our benchmarking efforts that help to benefit all
hospices we serve. No specific reference is ever di  rected towards any client unless the hospice has
consented to such reference.

How to Make a Financial Success for Your Hospice?

As a leader in your organization, take it as a personal challenge to make this tool part of your management system.
Let the Benchmarking System become your Business Model. This may mean charging a staff person to “own” the
system or it may be something you want to master yourself. In smaller hospices, it is often the CEO that masters
the system and there are many examples of leaders of small hospices that have made tremendous financial
accomplishments using the system...many which had never in their history experienced positive Net Operating
Incomes. There is a confidence that comes from “knowing your numbers” that leads to action. Becoming
conscious of the quantified facts of your hospice will lead you to make more informed decisions based on precise
information. It is only with this “consciousness” that a hospice can intelligently direct resources and energy.

MVIB has created the system and will train you to use it, but ultimately the benefits derived are determined by you.
Within a few hours you will have this system up and running. It is an example of spending a little time to get a big
payoff. The time required to interpret the results takes more time. However, if you devote the necessary time to
understand the system, it will provide long-term benefits that will save hundreds of hours of time and thousands of
dollars...all for a few hours of effort.



Purpose of the System and a Word about Multiple Per  spectives

The primary purpose of the Benchmarking System is to provide a hospice a set of meaningful management
reports that can be used on a monthly basis to enable the intelligent direction of energy and resources based on
precise information. This set of reports has proven to be very effective with hundreds of hospices of all sizes and
compositions.

The secondary purpose of the system is to automate benchmarking whereby a hospice can compare its
performance to other hospices with very little effort. For benchmarking, we suggest that each hospice email its
data as often as desired, but at least quarterly. We will validate the data and, if it is acceptable, post it to the
National Financial Data Set . You can then access the data with the Financial Benchmarking Application where
your data is compared to other programs based on the criteria you define. Over 550 data points are benchmarked
in the system.

The Benchmarking System provides a hospice with a multi-dimensional perspective of its operations. Multi-
dimensional perspectives are needed for intelligent decision-making, as a single view may not show problem areas
or give enough information to make sound judgments. For example, just because your patient-day costs are good
does not in any way indicate that you are getting high productivity. Staff could be on the payroll and be sitting
around the office. However, if you are looking simultaneously at visit-durations, visit costs, and visit-hour costs, you
will get an idea of what is happening from a productivity perspective.

Access to the System

This system can be installed on anyone’s computer with email capabilities, an internet connection, and Excel
(preferably Excel 2000 or greater). What we mean by this is that it can be accessed by the CEO, CFO, COO, or
anyone that you would like to view the information at no additional charge. In fact, all reports can be made
accessible to anyone on the network. Since this is a pretty deep analysis, we suggest that the CEO, CFO, and
director of clinical operations be given access to the system. This helps everyone be on the same page and have a
common point of reference. It also encourages personal growth, as understanding and interpreting the results is
required for the system to be useful.

NOTE: At anytime, the Upload data in the system can be emailed to MVIB. It is important that the results be e-
mailed at least every quarter, preferably monthly. It takes 2 business days for our staff to review the results with
the Validator and email comments back to your hospice. We can then provide professional commentary and
interpretation or other assistance as needed.

System Initial Setup
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Excel Basics and F9

Most hospices are very familiar with Microsoft Excel so we use Excel as the front of both the FMA and FBA.

Please review our MVIB Excel Training CD for a walkthrough of some Excel features. Note on F9: F9 is an add-in
program for Excel that simplifies the use of this system and enables the creation of automated reports in a familiar
Excel environment. F9 got its name from the Excel F9 button function that recalculates the workbook. Additionally,
a statistical set of accounts (STATCO) can be created in your accounting system that would allow for elimination of
manual entry of statistics. F9 works with CYMA, Dynamics, MAS90, Solomon, Platinum, BusinessWorks, and many
other popular accounting systems. For more information on F9, contact MVI or see www.F9.com. MVI has been
using F9 since its beginning and has developed hundreds of reports and tools for hospice. MVI is an authorized F9

Dealer.

Macro Security

We use Visual Basic for quite a few features in the system. In
order for you to have the option of allowing all of our features,
Excel must have the Macro Security set to Medium or High by
going to the Tools Menu/Macro/Security window. Then close
out of Excel to set the new security level and opening up the
FMA you can choose the “Always trust macros...” box. We
digitally sign our Visual Basic code with VeriSign to prevent

tampering with the code. Checking “Always trust...” will prevent

this security warning in the future.

Manual Calculation

By default Excel is set to calculate automatically every time
you select the ENTER key. The FMA can take 5-10 seconds
to calculate so it is highly recommended to set the calculation
to Manual by going to Tools/Options/Calculation tab.

Yellow Cells and Comment Indicator

Any area that you can enter information into the FMA will be

formatted with a yellow cell background. Also, anywhere that
you see the Comment Indicator (red corner bracket) you can

mouse-over the field to display the associated comment.

Saving Multiple Copies

Many hospices have found it best to save off a copy of the
FMA for each month for reference and backup purposes. We
highly recommend keeping the original name and version
number and simply add the time period. Creating an MVI
Folder is an excellent idea for maintaining your work.

Modifications to Reports

While you are unable to structurally modify the
original report, you are able to copy the report
or a specific portion of the report to perform
such operations as eliminating unnecessary
columns, reformatting, creating additional
calculations, adding to a Power Point
presentation... Simply select the area you
desire to bring over, open up a new workbook
and Paste. You may also want to try
experimenting with the Paste Special function.
Charts may also be brought over by
highlighting the area around the chart when
doing the copy function.




Using the Financial Management Application (FMA)

The Financial Management Application is designed to either automatically bring over your financial information
using the F9 Application or by using an Import logic. If you are using F9 you will ignore the Import fields and vise
versa. By the time we do the initial two hour training of the FMA our staff will have lined up the system about 90% of
the way or as much as possible depending on the clarity of your chart of accounts. So the focus of the hospice can
be on reviewing the accuracy instead of setting up the system from scratch.

Instructions Tab

Instructions Tab

If it has been a few months since last using the FMA please
reference the Instructions Tab for a friendly reminder of the
basic steps on usina the FMA.

Controls Tab

Import Tab Lineup
For Import users this area tells the FMA what columns on the Import
Tab represent the correct item. If you have a Trial Balance with a
single column amount (not debit and credit) you will set the Credit
Amount Column to an unused column. Updating the Import tab is
. done by simply clearing out the old data and pasting the new Trial

General Information Balance.

This area is mostly one time setup information and we set this

up quickly during the training. The Year and Period cells will be

modified on a monthly basis as they update your report headers.

Statistical Elements

The system tracks 3 segments... Hospice, Palliative Care and IP Unit(s). There is an area for each segment to enter statistics. The
Patient-Days is a mandatory statistic ~ as many calculations are done against this. The Visit statistics are optional and it is often
best to focus on the primary report areas first and then dig into the Visit Reports after you have had a month or two to get familiar
with the system. If you maintain a STATCO (you would know if you do) to track Statistics then the Stat Account ranges may be setup
on the yellow cells on the far right. The grey cells will always combine the Stat Account results (if used) and the Manual stats.




Other Programs

This is an important area as the goal is to not mix
extracurricular programs in with the actual hospice
amounts. Entering your Name of Program and
recalculating the FMA will allow you to select your program
on the Account Lineup tab.

Controls

Your typical monthly process will be to update the Period, Year
and few statistic fields; copy the import and recalculate. If the
Controls are in balance and your reports appear accurate then
submit your Upload email. Within two business days we will
email the Validator results back to you so you can run the FBA
reports.

E-mail the Upload

The Automatic button will attempt to email the Upload without
you needing to do anything but select “yes” to a couple of
windows. This will not function if your firewall prevents it or if
you did not allow macros to run when opening the FMA. Manual
will create the Upload file for you to email as an attachment to
us. In arare case the firewall may prevent the Manual button
from working, in which case just email us the entire FMA.

Import User Balance Issues

For Import users the Import Tie-Out tab can quickly alert you to the
balance issue. You can filter the Evaluation column for “False” and
all accounts that do not match balances between the Account
Import and the Trial Balance will display. The most common
balance issue is from adding a new account on your Trial
Balance but not including it on the Account Lineup tab.

F9 User Balance Issues

F9 users should be familiar with the Analyze function. Performing
the Analyze on the Trial Balance tab will quickly identify accounts
that are not counted twice (magic number for all accounts). You
can do a copy paste from the Analyze results tab to the Account
Lineup tab to assist with updating the FMA. The most common
balance issue is from adding a new account on your Trial
Balance but not including it on the Account Lineup tab.

Validator Results

When MVIB receives your email Upload file we process it with our Validator,
email comments back to you and load the accepted data to the National
Financial Data Set within two business days. The email consists of general
information on line items that are high and low as well as items that are too
high or low for us to load without verifying the accuracy. Inthese cases the
line item will begin with the text “EXCLUDED?”. In the sample above there
are several comments but the Return on Dev Ratio is $0.01 meaning that this
hospice gets one penny for every dollar that they spend on development.
Updating the Development Income area on the FMA’s Account Lineup tab
corrected the situation. Some hospices will always have an EXCLUDED
item(s) as their care plan may incorporate a high/low cost for a specific area.
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Account Lineup and Allocation Tabs

This tab is a critical one as it determines where every account is being represented on the reports. Although we will
perform the initial lineup it is critical that you are comfortable with this area and review it for accuracy!

Account Lineup Tab

The cells are formatted to assist identify problem areas. On the sample above row 11 is missing the Sub-Type and as such the account will
not be represented on the FMA. Row 13 illustrates that there are no Operating Accounts for the Type of Liabilities. Switching row 13
Liabilities to Assets will automatically clear out the alert. Row 15 is an illustration of the options available when Assets is chosen.

New accounts may be added by inserting a new row or adding to the bottom of the list. Classification cells can be updated quickly by using
Copy/Paste functions and by using the filters to work on a specific area of your Chart of Accounts. The Account to Columns button will
automatically perform a Text to Columns function on your Account Column to the Segments Columns. This will help facilitate filtering on a
specific segment. The Definitions of Account Sub-Types sheet is an excellent reference when getting familiar with the FMA and we highly
recommend having a copy on hand when working on the FMA.

Allocation Table Main Setup

This tab historically can be the most confusing in the FMA until the hospice truly understands its purpose. The purpose of this tab is to
take Indirect and a few Direct Costs and allocate the amount between the Hospice, Palliative Care, IP Unit and Other Programs
segments. This tab is not a factor for the “pure” hospice (one with no home health, IP/Residential Unit or Other Programs). For a pure
hospice, the first column is ALWAYS 100%. Example: Sunny Day Hospice may have $500,000 going to Clinical Management Labor
and on their Trial Balance it hits one account. However, in reality 10% of that Labor cost should go to their IP Unit segment. To achieve
this they will say “Yes” to allocate the line item and put 90% in Hospice and 10% to IP Unit. The typical thought process to this will be as
follows:

Is the line item already being allocated on my Trial Balance?
If you answer yes then set the “Allocate Line” item to “No” and the system will take the amount directly as you have
setup on the Account Lineup tab (notice the Account Lineup grey column for reference).
If you answer no then set the “Allocate Line” item to “Yes” and enter the percent to be allocated to each segment
using the Allocation Base column as a reference for our recommended allocation basis. If you have a lot of Other

Additional Allocation Options

Many hospices have a Physician that performs both direct patient
visits (Physician Percent) and Corporate functions (Med Director
Percent). This area allows you to allocate the amounts between
the two if you are not already separating on your Trial Balance.
The Physician Factor will typically be set between 25-50% and will
affect only the visit reports  where we are automatically allocating
Indirect Costs based on Payroll Dollars. Since Physicians
command high wages, this area allows us to reduce the amount of
Indirect Costs allocated to them.




Primary Reports

All of the reports on the FMA have detail comments available by doing a mouse-over the report header. The best way to become familiar with
the reports is to take a little time to review your amounts on the reports. When getting started we recommend that you become familiar with
several Primary Reports.

Executive Facts — a very popular summary report that brings data from many of the detail reports.

Breakeven (BE) and Contribution Margin (CM) Report - This report provides some information contained in the Executive Facts report, but
includes several MAJOR calculations that materially impact a hospice’s operations.

Allocated IS — extremely useful for reviewing your amounts in detail after the Account Lineup and Allocation Table have been set up.
Lineup Summary — represents results from the Account Lineup without any Allocation Table calculations.

Patient-Days — excellent view of Direct Expenses by segment including Patient-Day amounts.

Cost % of Net Revenue — excellent view of Direct Expenses by segment including view of Costs as a percent of Net Revenue.

Actual versus

the ADC
needed to Actual dollar Executive Facts
Break amounts e ———
reakeven This report is great for the
CEO or for the “astute”

board that really wants to
understand hospice
financials. Most of the major

elements are summarized in
this report. High level
Actual and Patient-Day
amounts are displayed as
well as Cost Per-Visit by

High-level f Discipline, Benefits
patient-day Percentage, Development
amounts Return Ratio, Mix between
Direct to Indirect Salaries,

etc.

Y
The number of dollars Percentage of Direct
returned for each dollar versus Indirect
spent on Development Salaries

Breakeven and Contribution Margin Report

It is the “spread” between your Average Net Revenue and your Average Variable Costs that matters. The larger the spread, the healthier your
hospice is from an operational standpoint. The smaller the spread, the more you will need community support. If your variable costs exceed
your Average Revenue, you're in serious trouble and your survival is questionable unless you have incredible funding sources other than
Patient Revenue.

Example: In the illustration shown above, Average Net Hospice Homecare Revenue is $95.63 per day. Average Variable Costs per Hospice
Homecare Day are $57.01. If you subtract the revenue from the costs, you get $38.62. This is a great number by our standards. Then by
dividing your fixed costs by this number, you will know the number of patient-days to “breakeven”. In this case, it is 5,290 patient days. Divide
5.290 by 90 (the number of days in Year to Date March) and you have your Breakeven Average Daily Census. If you want to make 5%, add 5%
to your fixed costs, divide the total by the $38.62 and you’'ll have your number.




Patient-Day Report

Even though most hospices measure costs using patient-days, realize that it is not advisable for a hospice to totally depend upon patient-day
costs for comparison. Multiple perspectives are needed and the FMA provides these additional views. For example, you could have great
patient-day costs for clinical staff, but it does not mean that patients are being visited! Also, some patient-day costs vary by region and cost as
a percentage of net patient revenue is probably more meaningful. Cost per visit is another important indicator as it provides insight into clinical
productivity. Again, patient-days are a good measure, but recognize their limitations.

Net Revenue % Report

Cost Composition Based on Net Revenue is useful for gauging your costs as they relate to what you are being paid. It encourages a hospice to
live within its net patient revenue. This report is probably the best for comparing hospice operations, much better than the Patient-Day Report
because it takes into account the differences in regions, especially relating to Direct Labor. Normally, an area with high Direct Labor costs will
also have higher reimbursement. Therefore, as a percentage of net patient revenue, the percentage will be much more comparable.

In this report the FMA creates a percentage for each amount in the Patient-Day Report. It helps us understand our cost composition and how
much cost goes into each specific area. One of the key elements is the Indirect Costs. Indirect Costs constitute 35% of the average hospice.
In our opinion, this is too high. When you can get below 30%, you are really doing something right (as long as work is getting done and
patients are being seen)!



Visit Reports

In order for the Visit Reports to calculate you must first update the Visit and Visit-Hour information on the Controls tab. The Visits information will
always reflect the same time period as your Trial Balance. Detailed comments are included to walk a hospice through the calculation logic.

Visit Costs — Calculates the Cost per Visit by discipline including an optional Allocation of Indirect Costs; Allocation of Direct Costs; Adjustment
Column and Percentage Adjustments. The combination provides flexibility in a hospice to include or exclude specific columns of their choosing for a
highly customizable calculation of the Visit Cost.

Visit Hours — Calculates the Cost per Visit-Hour by discipline including the same flexibility of cost calculations present in the Visit Cost Report.

Visit Summary — Includes calculations on Average Visit Duration in Minutes, Total Cost per Visit and Visit-Hour, Estimated Visits for each Patient per
Week.

Visit Costs Report
This report actually has much more than just the average duration of clinical visits. We
bring in other useful visit information such as average cost per visit and cost per visit-
hour by discipline.
The instructions contained in the text box on the report are the key to obtaining your
costs by diagnosis, payer type, referrals source, age, etc. Here are our
recommendations:
At the end of every quarter, load your visit-hour costs by discipline into your
patient-management system.
Run a “recalculation” function, if one exists in your patient-care system. This
will transpose your “currently attainable” costs onto historical activity. This
will be helpful for making decisions NOW...IN THE PRESENT TIME.
Decisions based on current conditions are what we are interested in. The
past is past. Now and the future are what is important today.
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Cost Engineering Reports

One of the unique features of the system is where the hospice can engineer its Patient-Related amounts thereby creating a Flex-Budget. The
results of the Cost Engineering Per Day tab will also update the Patient-Day, Net Revenue % and Flex Budget reports.

Cost Engineering — includes a Direct Labor area that helps a hospice arrive at its Patient-Day amount by entering in Hourly Rate, Hours Per
Year and Caseload Ratio fields. The Direct Expenses area allows a hospice to simply enter the amount they determine to be the standard
Percent of Net Revenue amounts for their Hospice, Palliative Care and IP Unit(s) areas.

Productivity Engineering — taking the results for Direct Labor from the Cost Engineering tab, this report allows a hospice to compare its
Calculated Direct Cost per Visit with Actual results from the Visit Cost tab. Although this calculation is a rough estimate it is often an eye opener
for productivity. Calculating productivity for the clinical disciplines can be difficult. MVI's favorite method is Number of Visits Based on an 8-
Hour Day or whatever your typical working day is. However, another useful method can be calculated via the GL. The application has a tab
that allows a hospice to input the Expected Average Visits Per Day and the Number of Annual Working Days. With this information, a
Calculated Average Visits Per Day can be calculated. If the numbers appear weird, perhaps the number of visits are inaccurate, the GL
amounts for Salaries are not pure, or a combination of these two. However, if these are even close to being right and your number is still low,
you have productivity problems.

Flex Budget Report - This report is actually more useful than the Patient-Day Report as it not only provides patient-day amounts, but it also
computes a Flex or Variable budget based on your standards in the Cost Engineering tab. This allows a hospice to compare its actual
performance against its goals.

Flex Budget Report

The most financially successful hospices use flex budget systems because they increase and decrease with changes in patient volume. A
static budget is good for planning, but they become irrelevant when there are substantial deviations from budget. Because a Flex budget is
based on “standard costs” based on your operational ideals, it does not matter if your census increases 50%. The budget will automatically
adjust. Then you will be able to easily see if you are “in the model” or “out of the model”.

In the partial report view above, you see actual patient-day amounts and the standard costs in the right columns. In the left columns you see
the actual amounts compared with the amounts computed based on your standards. Large deviations would indicate that your hospice is NOT
operating within its own standards.
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Locations Reports

The Locations reports are available to all clients at no additional charge and may also be used for internal team reporting. However, if you
desire to load each location results to the National Financial Data Set with subsequent FBA reporting, there is an additional charge. The first
criterion for using the Locations reports is the ability to identify the locations clearly on your Chart of Accounts. If you can point to a specific
segment of your Chart of Accounts and identify the Location then you should be able to use this area. However, hospices that have greater
complexity such as “My first location is Segment One equaling Number 4 but not for accounts with Segment Two containing a 60" will not be
able to use the locations. Of course in order for you to have value from the locations reports you must be separating Patient-Related expenses
in detail on your Trial Balance for each of your locations.

Locations Report — The primary report has yellow cells on the top to properly identify each segment. Whole dollar amounts for Patient-Related
items are broken out.

Locations Revenue Percent — This report presents each location with its Patient-Related items represented as a Percent of Net Revenue.
Locations Per Patient Day — This report presents each location in a Per Patient-Day comparison.

12



Using the Financial Benchmarking Application (FBA)

The FBA is installed on each user’s pc to allow a hospice to compare its data to other hospices based on the criteria specified. The application
offers summary reporting called Benchmarking that allow a hospice to see its operations compared to other hospices in an attractive graphical
representation. When a user specifies criteria in the FBA, the application accesses the National Financial Data Set via the internet to produce
the results of your most recent email Upload submission. The results of the query are reported and saved. Each query is saved for additional
analysis. During the initial training of the system our staff will typically install the FBA to your PC. However, a hospice can go to
http://mvib.net/subscribe.htm selecting the “Install FBA” button and follow the instructions to get the FBA installed on your local PC. (Note: if
installed previously select “REPAIR” during the MyODBC Setup process. All other options will be the default.)

Running the Financial Benchmarking Application (FBA)

After installing the FBA to your local PC there will be a “FBA by MVIB” icon on your desktop. Selecting the icon will produce the “Define Your
Search” window. Here you will enter your unique 1D and Password as provided by MVIB. Leaving the ID to DEMO will allow you to get familiar
with the FBA report layout by reviewing Demonstration data (note: running the DEMO company will not pull real hospice amounts)! We
recommend running the reports first against ALL Regions and ALL ADC Ranges as this will provide comparison with the greatest amount of
hospices. Of course you can also run against specific Regions and ADC Sizes but keep in mind there are four regions and 8 ADC Sizes, so if
you select parameters for both, you will end up with around one thirty-second of the total hospices in the count.

Executive Dashboard

The Executive Dashboard report is a summary report that enables a decision-maker to get a quick picture of the current status of the hospice.
This report was designed for CEOs and other top hospice management. It shows performance measures in both numeric and graphical
representations. Selecting the Butterfly Icon next to each data point will provide a detailed graph for that specific data point.




Executive Detail Charts

Detail comments for each area are included as well as
a hyperlink navigation (butterfly icon) to the detail
chart for each line item. Selecting the butterfly icon
under the chart will take you back to the Executive
Dashboard.

% Variance Column

The % Variance Column is used to compare "Your Data" with a column of your
choosing by dividing Your Data by the column you are comparing with. Use the yellow
Percentile Cell drop-down to choose your comparison column. Then update the yellow
percent cell. Amounts better than your Limit will format to BLUE, amounts worse than
your Limit will format to RED.

The 10™ and 90" Percentile columns represent the low and high markers for each data
point to help you compare with other hospice programs. The 10" Percentile always
represents the poor performers (both Revenue and Expense). The 90" Percentile
represents the top performers.

Your % Rank

The Your Rank Column is designed to help identify
where your hospice "ranks" among other hospice
programs. We use a "100% is best" approach
where you should strive toward the 100% mark for
both Revenue and Expense line items.

If there are 100 hospice programs being evaluated
and your Nurses line item has the 20th lowest cost
Nurses would be 80%. The Rank % cell allows you
to establish your own alerts with Blue always being
Good and Red always being bad.
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Detail Patient-Related Reports

There are detail reports for Hospice, Palliative Care and IP Unit in both Per Patient-Day and Percent of Net Revenue amounts. The
layout of columns and rows is identical for all six reports. Totals may not be a mathematical sum if part of your data is excluded during
the Validation process. In some cases a hospice will submit an Upload that will have an amount Excluded but the Total will be
accepted so adding up the line items will not total for the Your Data column. The hospice will always be notified on our Validator
Results email that the Exclusion took place. Another consideration when reviewing the Average, Minimum, and Maximum column, each
line, including total lines, is an independent calculation representing the results of the query for that specific data point. Therefore, a
total is not a mathematical sum, but an independent calculation of the reported totals for a category.

Analysis of Indirect Costs Report

Indirect Costs are a major concern for hospices. It is one area that can go out of control easily if not monitored.

Indirect Costs are always displayed as a percentage of Net Patient Revenue. This provides comparability among hospice programs.
Controlling Indirect Cost is one of the major challenges for hospices. It is the most difficult category of cost to control or design. Many times,
the difference between a profitable hospice and an unprofitable hospice lies in the Indirect Cost category. Our best advice is to "draw a line in
the sand" and say "this is ALL we are going to spend (on a percentage of revenue basis) on Indirect Costs". And then, hold it! Over time,
Indirect Costs creep upward and they must constantly be forced back behind the line you've drawn.

Indirect Percentages of Net Revenue

It is usually best to look at the Total lines first to identify problem areas and then review the line items for accuracy on the Account Lineup and
to make sure the breakout from the accounting system is accurate. MVIB recommends a total Indirect Percent of Net Revenue of 30%.
Historically when a hospice is at 45% there is almost always a negative bottom line. Usually this will come from high Indirect Labor.
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Interpreting the Results—Some Top Indicators of Per formance

Here are some of the top financial indicators that a hospice needs to monitor. All of them are calculated in the FMA, except for ADC for Nursing
Home Patients. This should be derived from a correctly configured and utilized patient-management system.

Average Daily Census (Regular & Nursing Homes)
Breakeven Average Daily Census

Days in Accounts Receivable

Direct Costs as a Percentage of Net Patient Revenue
Patient-Day Costs

Variable Costs

Indirect Costs as a Percentage of Net Patient Revenue
Average Visits Per Day by Discipline

Fully-Absorbed Visit-Hour Costs by Discipline

Return on Development Ratio

Average Daily Census & Breakeven Average Daily Cens  us

Location: Executive Facts; Breakeven and Contribution Margin Report.

This is the #1 financial indicator as it impacts everything. Low census dictates a different course of action than a high census. Be able to
segregate your regular hospice homecare from your nursing home ADC. Attack nursing homes with full force and be IMPRESSIVE at it. This
will be the area you will get the best financial returns and at the same time block or impede penetration by competitors.

When you see your Breakeven ADC and it is much higher than your actual census, it can be disheartening. If your breakeven number is high,
first look at the spread between your average revenue and your variable costs. If it is tight, then you know you have problems. It also can be
that your fixed costs are excessive. OR, it could be a combination of high variable AND fixed costs.

Other Resources : Marketing & OutReach — Revisited (audio CD); MVI Document Marketing Plan for a Hospice; MVI and MVIB Website;
Designing the Perfect Hospice (audio CD series); Open Access — An Interview with Carolyn Cassin (Audio CD)

Days in Accounts Receivable

Location: Balance Sheet Analysis.

Out of cash...out of business! If you are not collecting your Accounts Receivable, you're likely to be running on reserves. Cash is the lifeblood of
any business. When you can’t pay the bills, you're done.

So what does the number mean? It is the average number of days it takes for you to collect on a claim or billing.
Here are some general guidelines to help you judge your Days in AR.

40-50 Days — Excellent

51-60 Days — Average

61-70 Days — Start Getting Nervous
71-80 Days — Take Aggressive Action
90+ Days — Heads Roll

The payer mix in your service area affects the number of days in AR. If you have a high percentage of commercial payers, your “ideal” number
of days in AR will be higher. Most hospices run 70+% Medicare...therefore, these guidelines are good for most of the hospices in the country.

Other Resources : MVI Document Is Your AR in Good Shape?; MVI and MVIB Website; The Need for Benchmarking, Key Indicator, &
Benchmark Reporting (Audio CD)

Direct Costs as a Percentage of Net Patient Revenue

Location: Percentage of Net Revenue Reports

This is one of the best hospice measurements. It is good for comparability for all areas of the country as it reflects all costs in proportion to the
revenue generated. Thus, if you have high Medicare reimbursement rates for your MSA, then your labor costs will tend to be high as well. BUT
THE PERECENTAGE OF NET PATIENT REVENUE WILL BE SIMILAR TO OTHER HOSPICES. That is, you will spend approximately the
same proportion as a hospice in a low Medicare reimbursement MSA.

The calculation is simply dividing the cost of an area by the Net Patient Revenue for that business segment. It is easy to compute and is
arguably more relevant than the patient-day measurement. The most astute hospice CFOs use this measure.
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It is wise for a hospice to create a “model of care” with each category of cost reflected with the associated cost and computed percentage of Net
Patient Revenue. The FMA has a Cost Engineering Tool to aid you with the development of this model. A hospice can know its “ideal” number in
about 15 minutes. Without this consciousness, a hospice is shooting in the dark. You could be working towards an ideal that might put you out
of business or that is unattainable in your market. A hospice must work with intention and purpose. With this tool, you can “design” your care, at
least from a financial perspective. So if you want to beef up CNA services to provide a higher standard of care or just to run another hospice out
of business, you can engineer your costs to be congruent with that goal.

Use this measurement for Labor costs as well as Patient-Related costs such as Medications, Medical Supplies, DME, Therapies, etc. Here it
would be wise to look at our benchmarking information. Look at the averages and the best. Then construct a way to get there through
modification of clinical practice, better contracts, or a combination of the two.

Indirect Costs are always measured as a percentage of Net Patient Revenue. See the section below that specifically relates to this area of cost.
Other Resources : MVI Cost Engineering Tool; Quick Budget System Version 1.0; Hospice Budget Tool Version 6.0; Basic Hospice Accounting

(audio CD); Profitability (Audio CD); How to Make Your Hospice a Financial Success! (Audio CD); Pharmacy, DME, & Medical Supplies — An
Interview with Grant Faubion (Audio CD)

Patient-Day Costs
Location: Patient-Day Reports; Executive Facts

This is the most common hospice measurement. It is good for comparability, but is limited regarding measuring productivity. It is calculated by
dividing the cost of an area by the number of patient-days in that same period of time.

The first category MVI looks at is Direct Labor. Using the Cost Engineering Tool, a hospice can know its “ideal” number in about 15 minutes.
Without this consciousness, a hospice is shooting in the dark. You could be working towards an ideal that might put you out of business or that
is unattainable in your market. A hospice must work with intention and purpose. With this tool, you can “design” your care, at least from a
financial perspective. So if you want to beef up CNA services to provide a higher standard of care or just to run another hospice out of business,
you can engineer your costs to be congruent with that goal.

The second category MVI looks at is Patient-Related costs (Medications, Medical Supplies, DME, Therapies, etc.). Here it would be wise to look
at our benchmarking information. Look at the averages and the best. Then construct a way to get there through modification of clinical practice,
better contracts, or a combination of the two.

The third category MVI looks at is Indirect Costs. This is the most difficult area to judge. But if your Direct Labor and your Patient-Related are
OK...and you are still having problems...then by elimination you know that your Indirect Costs are bad.

Other Resources : MVI Cost Engineering Tool; Quick Budget System Version 1.0; Hospice Budget Tool Version 6.0; Basic Hospice Accounting
(audio CD); Profitability (Audio CD); How to Make Your Hospice a Financial Success! (Audio CD); Pharmacy, DME, & Medical Supplies — An
Interview with Grant Faubion (Audio CD)

Variable Costs
Location: Breakeven and Contribution Report

Variable costs are the KEY to successful hospice financial operations. If this is out of control, it will be impossible for a hospice to do well from
an operational perspective regardless of how many patients you serve. You could have an ADC of 1,000 and still be losing your shirt! This area
is covered in the explanation of the Breakeven and Contribution Margin Report as well. Variable costs increase as your census increases. For
example, over the course of a year, if your ADC increases from 50 to 100, you will need more RNs and use more medications. This makes
these types of costs variable. In the same illustration, you wouldn’t necessarily need another Executive Director or to increase Rent. These
would be largely “fixed” in behavior.

What is important about variable costs is the “spread” between your Average Net Revenue and your Average Variable Costs. The larger the
spread, the healthier your hospice is from an operational standpoint. The smaller the spread, the more you will need community support. If your
variable costs exceed your Average Revenue, you're in serious trouble and your survival is questionable unless you have incredible funding
sources other than Patient Revenue.

17



Example: In the illustration shown above Average Net Hospice Homecare Revenue is $95.63 per day. Average Variable Costs Per Hospice
Homecare Day is $57.01. If you subtract the revenue from the costs, you get $38.62. This is a great number by our standards. Then by
dividing your fixed costs by this number, you will know the number of patient-days to “breakeven”. In this case, it is 5,290 patient days. Then by
dividing 5.290 by 90 (the number of days in Year to Date March), you have your Breakeven Average Daily Census. If you want to make 5%,
then add 5% to your fixed costs. Divide the total by the $38.62 and you’ll have your number.

Now this is a simple example. When you start to include a different “mix” of services such as home health and/or an Inpatient/Residential Unit,
the calculations become much more complex.

Other Resources : MVIB Benchmarking information; MVI and MVIB Website; Profitability (Audio CD); How to Make Your Hospice a Financial
Success! (Audio CD)

Indirect Costs as a Percentage of Net Patient Reven ue

At the time of this printing, the average hospice’s Indirect Costs as a percentage of Net Patient Revenue was 35%. This is too high in our
opinion. A better target is 30%. Most of the time, it is Indirect Labor that throws a hospice into financial problems and not Operational or
Facility-Related indirect costs. This is a major area where hospices get into trouble and have difficulty fixing. Often we react to the situation and
do a quick RIF (Reduction In Force) only to have the same positions come back in the next year. Why? Because we got rid of the people, but
not the “work”. When we hire these positions back, we are still “thinking” about the work being done in the same way as before. The fix is
WORKING SMARTER. This means using technology, training people better, and expecting more. Often, when you provide a clear expectation,
you will be surprised at people’s ingenuity and capacity for innovation. Expect people to become experts and master skills. It works for MVI and
it will work for any hospice. Like we say, allow staff to take one-half day per month to work on specific skills that would help them in their
positions. An hour spent learning a computer technique could return you 80 hours of labor over the course of a year...no kidding. Taking the
time to write this manual will save MVI staff hundreds of hours a year. If your hospice will take training seriously, you will derive similar payoffs.

Automation and knowledge can save your organization a lot of money. One hospice can have 1 employee handle payroll for 3,000 employees
whereas another takes 10. With such drastic differences, it is hard to say always what is best regarding Indirect costs. This is why MVI uses
percentages to benchmark the Indirect areas. It is comparable.

Other Resources : MVI Website — Training Topics; CYMA & F9 Knowledge System; The Five Things Your Hospice Needs to do NOW (audio
CD); MVI & MVIB Website; Profitability (Audio CD); How to Make Your Hospice a Financial Success! (Audio CD)

Average Visits Per Day by Discipline

Location: Executive Facts; Visit Summary Report; Cost Per Visit by Discipline Report

This measurement is needed to supplement the Patient-Day perspective. It not only provides us a FBS to know how much to charge per-visit
payer sources, but it also can tell us about the productivity level of our clinicians.

As said in the explanation of the Cost Per Visit by Discipline Report, look closely at Direct Labor Costs per visit. This is where you can gauge
your organization’s productivity. By taking the average salaries & benefits for a discipline and dividing them by the expected annual visits for
that discipline, you will know what your average direct cost per visits should be. If you expect 4 visits a day from an RN and the Direct Labor
Costs is double what you calculate, your RNs are averaging 2 visits per day!

The “P” word is a dirty word for many hospices. The “benchmark setting hospice” always monitors productivity very, very closely. Here are our
suggestions for each discipline:

RN — 4 visits per day (20 per week) (not 3, not 5...but 4!)
CNA — 4 to 4.5 per day (20 to 22 per week)

SW — 3 per day (15 per week)

PC — 4 to 5 per day (20 to 25 per week)

Other Resources : MVI Document How to Get Productivity Up to Standard; Designing the Perfect Hospice (audio CD series); TRUST — The
Foundation of a Great Corporate Culture (audio CD); Leadership (audio CD); MVI Document Master System Plan for a Hospice; MVI & MVIB
Website; How to Get Your Costs by Diagnosis, Payer, and Other Demographics (Audio CD); Profitability (Audio CD); How to Make Your Hospice
a Financial Success! (Audio CD)
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Fully Absorbed Visit-Hour Cost by Discipline

Location: Executive Facts; Visit Summary Report; Cost Per Visit by Discipline Report

Fully absorbed is somewhat of a misleading term. The fully absorbed costs that we refer to include elements of all costs EXCEPT patient-
related costs such as DME, Medications, Medical Supplies, Therapies, etc. Therefore, it includes some of the rent, depreciation, office supplies,
administrative salaries, etc.

The fully absorbed visit-hour cost is the cost that enables a hospice to get its cost by diagnosis, referral type, patient type, payer, age, sex,
physician, etc. Most hospices do not have this information and are not conscious of what this information can do. If you are unknowingly or
semi-consciously getting “dumped on” by a more sophisticated referral source, it could be costing your other patients resources. Wouldn't you
like to know if the relationship is costing you $2,500 or $250,000 a year?

So how do you use the fully absorbed visit-hour?

At the end of every quarter, load your visit-hour costs by discipline into your patient-management system.

Run a “recalculation” function if you wish. This will transpose your “currently attainable” costs onto historical activity. This will be
helpful for making decisions NOW! - IN THE PRESENT TIME! We are not interested so much in history here as to what state our
hospice is in NOW. The past is past. Now and the future are what is important today.

By loading this information into your patient-management systems, you can use the power of the relational database to get views of
your costs and operations that would not be possible in any accounting system.

Other Resources : Designing the Perfect Hospice (audio CD series); MVI Document and Lecture Understanding Your Product and Service
Costs; MVI Document Hospice Cost Accounting; MVI Document Master System Plan for a Hospice; Profitability (Audio CD); How to Make Your
Hospice a Financial Success! (Audio CD)

Return on Development Ratio
Location: Executive Facts; Breakeven and Contribution Margin Report

Since community support is an important element or even a competitive edge for many hospices, it needs attention. The average hospice gets 3
to 4 dollars in return for every dollar spent in the Development function. However, some hospices get 20! This ratio simply takes the income
from community support and divides it by the costs in the Development area. This provides an “effectiveness” measurement. It is not that we
are saying that every fundraising activity or function needs to provide an incredible return, because a hospice can get some mileage (PR value)
out of many activities. However, with that said, too many hospices waste tremendous effort and exhaust their staff on bake sales, yard sales,
spaghetti suppers, fashion shows, and other small- time efforts. It seems to us, that such effort could be used to get a lot more value.

There is a trend in hospice. Every year hospices set new records in both the number and the amounts of gifts. Hospices do this in the face of
ever increasing competition for support dollars. The hospice with a high degree of integrity, that can clearly communicate the cause, and that
can clearly communicate the use of the funds can get incredible bequests and contributions. The key is credibility and trust. Both come with a
price...the price of time and follow-through. It comes by living up to the promises we make and becoming people of high personal quality.
That's what people give to...

Other Resources : Becoming a Great Hospice Board Member (audio CD); TRUST — The Foundation of a Great Corporate Culture (audio CD);
Designing the Perfect Hospice (audio CD series); Profitability (Audio CD); How to Make Your Hospice a Financial Success! (Audio CD)

Examples of Statistical Accounts

Statistical Accounts

Here are some of the accounts that MVI
uses. We incorporate more for use in the
CAR (Critical Activities Reporting)
departmental reporting system to help
organizations focus on the major things that
need to be accomplished. In essence a
Statistical Account is an account that
houses statistical information so it may be
used by different reports that require
statistics in their calculations. The amounts
are imported or manually entered just like
one would for doing a Journal Entry. As
soon as the entry is posted all F9 reports
will automatically pull the updated statistical
amount during the normal calculation.
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How to Calculate Fully-Absorbed Costs Using Allocat ions

MVI has developed a time-proven method to calculate fully-absorbed costs. It is a rational, logical and practical way to approximate costs.
When these costs are used in conjunction with a patient management system with cost fields, cost views by diagnosis, payer, age, sex, referral
source and other demographics are possible.

Calculation of Direct Cost amounts is not difficult. It is a matter of segregating each category of cost and dividing it by operating statistics such
as patient-days, visits, or visit-hours. The following demonstrates the computation of direct costs on a unit basis:

Calculation of Direct Costs is relatively easy. However, calculation of Indirect Cost per unit is much more difficult. It involves a two-step
process.

Step 1 divides a category of Indirect Cost by segment (Hospice Homecare, Palliative Care, Inpatient Units and Other Programs). An allocation

base should be selected that most closely represents actual resource consumption for each segment. Allocation bases can be patient-days,
time studies, square footage, estimates, number of transactions, number of deaths, number of admissions, etc.

Step 2 takes the amount allocated in Step 1 to each segment and then “sub-divides” it based on Payroll Dollars. Indirect Costs are only
allocated in Step 2 to clinical disciplines. In Step 2, Indirect Costs are not allocated to patient-related costs. Time studies have shown a close
approximation to Payroll Dollars in terms of an allocation base. To actually arrive at a fully-absorbed cost, Direct Costs and Indirect Costs are

simply summed.
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Fully Absorbed Costs

So what do you do with a fully-absorbed
cost amount? On a quarterly basis, update
the cost fields in your patient-management
system. Applying currently attainable costs
to historical activity provides the most
conservative estimates of cost.

Many patient-management systems can
produce reports similar to the one shown
below. This example is an “ideal” report
containing most everything a hospice
needs.

Revenue and Expense Analysis

Revenue and Expense Analysis or other similar reports can usually be run for individual patients or patient
groups. At this point, you are taking advantage of the relational database of the patient-management

system.
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Sometimes summary reports can be created that can help a hospice quickly locate patients and trends in the patient-management system.
Below are examples of Top 10 Lists for High and Low cost patients. Both should be of interest to a hospice as one group is receiving a
disproportionate amount of resources and the other group is receiving very little.

This is a form of “exception” reporting. Anytime you can let the system locate unusual or potentially problem situations without having to review
all individual records, you are using your system efficiently.
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