HEALTHTRUST

UNIVERSITY CONFERENCE

July 27, 2021

Supplies Expense Forecasting: Creating an Operator-Focused
Dashboard to Impact In-Period Performance

Steve Vecchione

Dan Cleeton



Disclosures / Potential Conflicts of Interest

The presenters have no real or perceived conflicts of interest related to this presentation

Note: This program may contain the mention of suppliers, brands, products, services or drugs presented in
a case study or comparative format using evidence-based research. Such examples are intended for
educational and informational purposes and should not be perceived as an endorsement of any particular

supplier, brand, product, service or drug.
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Learning Objectives

At the end of this session, participants should be able to:

1.

Describe leading indicators, such as specific product purchases, that consistently correlate to
reported results

ldentify the best methodologies to project leading indicator activity during a specific financial period
and develop a tool that uses the leading indicator to accurately project a final result, such as supplies
expense, within a reasonable margin of error

Explain the role operators can play if provided these tools and the actions they can take to positively
impact results

Take

Rroject Action to

Related
Activity

Impact
Results
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“Impacting the News”
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Supplies Expense Forecasting

“We do a great job of reporting
the news. We needtodo a
better job of impacting the
news.” — Ed Jones (HTU 2019)
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In March and April 2020, numerous states implemented public health
emergency orders that regulated, to varying levels, access to medical care
that was deemed “non-essential.”

* Supplies Expense is generally the 2" largest expense for hospitals after
labor.

* How do we forecast Supplies Expense if our models rely heavily on
historical data that is not relevant to a new environment?

* |s there a better way to forecast current period performance that also
allows us to impact outcomes even in a post-COVID environment?
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Audience Poll Question:

From May 2020 through April 2021, of the choices below,
what was the most consistent leading indicator of HCA
Healthcare’s Supplies Expense?

a. Non-pharmaceutical Purchase Orders by Hospitals
b. Total Supplies Distributed from affiliated Warehouses
c. Direct Pharmaceutical Purchase Orders from Primary Distributor

d. Supplier Card Spend
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|dentifying Leading Indicators

What is Supplies Expense comprised of?

* |deally there would be a 1:1 relationship between supply ordering and final supplies expense.

* In reality we have both adjustments and unknowns (accruals for example).

* However, we can use the correlation of ordering to final supplies expense for projecting current period performance.

Supplies Expense Activity Indicators:

Purchase Orders

Warehouse Distributions

Non-Purchase Order Spend (Food, Linen, Blood, etc.)

Supplier Card Spend (office supplies, computer equipment, etc.)
Rebates

Accounting Entries

Inventory Adjustments

Other
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|dentifying Leading Indicators

12-Month Supply Expense Breakdown

@ Purchase Order % of Supply Expense @ Distributions % of Supply Expense @ ABC % of Supply Expense (" Other % of Supply Expense

I"f1a;r 2020 Jul 2020 Sep 2020 Mow 2020 Jan 2021 Mar 2021

100%

* Non-pharmaceutical Purchase Orders correlate to more than half of total supplies

expense
* Yet, warehouse distributions are the most consistent leading indicator of current

period supplies expense
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Supply Expense Projections

Methodology

Simply stated:

If total warehouse distributions correlate to 30% of Supplies Expense consistently each
period and we can accurately forecast warehouse distributions during the period, then
we can use warehouse distributions as a leading indicator to accurately forecast Supplies
Expense.

Our Model:

Supplies purchase orders and warehouse distributions consistently account for 92% of
Supplies Expense each month. Therefore, by tracking and projecting purchase order
activity and warehouse distributions, we can accurately forecast Supplies Expense based
on in-period data...and allow our operators to act on that information.
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Requirements (and Benefits) of using In-Period Data for Leading Indicators

Accurate

— Data set must be complete and accurate.

— Tested accuracy of data sets for six months by piloting methodology across two divisions.
Available & Reliable

— Data set must be available with a reliable frequency, preferably daily.

— Data must be timely and consistently available (i.e. “as of”)

Relevant

— Data set must be related to the activity you are trying to forecast.
Reliable

— The reliability of the data is imperative to the accuracy of the forecast.

— Hawthorne Effect — Observing daily purchase order activity allowed us to identify common issues with the
accuracy and reliability of the data (unit of measure issues, order keying mistakes, standing orders, etc.)
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Supply Expense Projections Tool

Providing Operators Tools to Impact Performance
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Supply Expense Projections Tool

Providing Operators Tools to Impact Performance — Read Me Tabs

e PowerBl dashboards have “Read Me” tabs.

— Please do not try and read the image below ©.

e Strongly suggest reading the “Read Me” tab before you work with and use information in an
application.

* These guides typically provide useful information about the data in the tool, including sources,
timing, parameters, limitations, and helpful hints to improve their utilization. '-

This report is designed to estimate month end financial metrics using the current month-to-date values. The primary function of the dashboard is to provide financial and operations staff with an preliminary view
Supply Expenses usually only available after the current menth is completed. Please note, the dashbeoard contains a mixture of actual month-to-date data, along with projected data. The projected data should be
used as a guide, not as the final (actual) values. This dashboard should not be used on the 1st or 2nd day of the month, as no current month data will be available at that time.

The data reflected in this report is not limited by lines of business, will be refreshed daily at noon, and will retain all historical data, dating back 12 months.

Data is further identified according to the following parameters:
- Pharmacy Invoice Spend (Data Source Code 0100 prior to Nov 2020, then 0100 and 0200)
- Dist Spend (Distributions from HCA warehouses to HCA facilities
- PO Spend (Facility direct from vendor purchase orders)
- Total Spend (the sum of the 3 prior bullet points)
- Adjusted Admissions (AA)

Please note: The following metrics are not available before month-end close and are projected. The project values are based on related data attributes which are available mid-month. The average relationship
between the projected and known attributes is evaluated using historical data.

- Supply Expense: Projected using month to date PO, Distribution, and Pharmacy (ABC) spend.
- Adjusted Admissions: Projected using month to date non-adjusted admissions
- Net Revenue: Projected using Adjusted Admissions projections
Historical data within the dashboard is dynamic and will shift depending on the day of the month:
- If viewing the dashboard before the 12th of each month, prior month data will be the month two months prior (i.e. if viewing the dashboard on Oct. 5th, prior month will be Aug, as Sept data has not yet closed)
- If viewing the dashboard on or after the 12th of each month, prior month data will act as expected (i.e. if viewing the dashboard on Oct 13th, prior month will be Sept, as Sept data is closed and available)

Note: Pharmacy data is currently undergoing data feed changes, and adjustments will be made to this dashboard as updates are made within the EDW. In addition, details/column names may differ from

pharmacy built reports, as additional clean up is done within those. For questions around the pharmacy data, please contact Jennifer Wachsmann@Healthtrustpg.com '
= -
Available Tabs:
- Summary: Full-month projections of the current month, along with prior year comparisons.
- Detail: 12-month historical trends for Supply Expense and Net Revenue mix along with line item spend data (month-to-date, not projected) for PO, Distributions, and ABC. =4 H /\ U S T
- 12-Month View: Provides a historical view of Supply Expense, Net Revenue, and Admissions metrics. II Q{
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Supply Expense Projections Tool

Current Month Projections

e- Supply Expense Projections i Rchenome. V21 Deot/L0B: Comaras Suny O
HEALTHTRUST

Consolidated Code - Name Division Name COID - Name @Non-Contract Purchases @ Contract Purchases
. . | avy All / A - —
Projections for:  Jan-2021 Al Al Al 0% 50% 0
$640,156,648 $689,704,690 $4,372,107,844 $2,52
12-Month Supply Expense % of Net Revenue (Historical) Current Month Components of Supply Expense

Purg

- @ABC % of Suppl. Unexplained ...
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38.52% :I
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8% @ Distribut
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) i AN ANTONIO D 3721% []
@ = = i
Current Month Projections vs. Prior Year Actuals NORTH TEXAS D |:|
Group_Name Projected Projected Projected Supply Brior Year PriorVear  Prior Year Supply A NORTHELORIDA .. |
supply Expense Supply Expense Expense % of Net  Supply Expense  Supply Expense Expense % of Net
Per A4 Revenue Par A& Revenue TRISTAR DI\ |:|
AMERICAN GROUP 5341,265,728 52,911 16.64%  $357,515,703 52,604 17.67% CAPITAL DIVISION m ]
AMERICAN GROUP UNASSIGNED DIV | 5476 952.96% o
CENTRAL AND WEST TEXAS DIVISION sa3255,955 [ 16.99% 545,358,314 52,890 19.14% SOUTHATLAN [ 27.19% | =
CONTINENTAL DIVISION | ssosz9679 $3,387 15.60% $55,721,675 $3,004 16.78% MOUNTAIN DIV m D
GULF COAST DIVISION ss3.067,74c [[EEEEE 14.85% §57,539,062 £1,034 16.16%
MIDAMERICA DIVISION | sa5925367 $3,205 18.84% $49,461,704 $3,106 12.32% CONTINENTAL DI.. |—|
NORTH TEXAS DIVISION 555,532 246 [N 15.52% §55,135,244 $2,793 16.28% -
SAN ANTONIO DIVISION | s3e783912 $3,034 18.64% $42,995 086 53,099 2173%
TRISTAR DIVISION ssa032,53¢« [ $50,304,051 $2,102 16.76% MIDAMERICA DI..
NATIONAL GROUP | s$348,584,529 $2,226 15.04%  $377,066,596 2,116 16.14%
CAPITAL DIVISION §52,132,414 52,194 15.56% $55355,153 $2,153 16.68% NORTH CAROLIN
EAST FLORIDA DIVISION | sagss3ero [NNEGNEEEE 14.68% $51,158,103 51,829 14.83% CENTRAL AND W -
FAR WEST DIVISION | ssssnsT 52,789 14.00% $53,040,623 52,585 13.96% " .
Total $689,704,690 $2,520 15.78% $734,582,299 $2,328 16.85% '
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Supply Expense Projections Tool

Detail Tab

}
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Supply Expense Projections
HEALTHTRUST

Consolidated Code - Name Division Name COID - Name

All W All N All v Dist PO

1/1/2021 1/31/2021

12-Month Supply Expense Breakdown

Total Explained % of Supply Expense

@rurchase Order % of 5 xpense @ Distributions % of Supply Expense @ ABC % of Suf

upply

) ; 55% 4% 90%

Current Month-To-Date Purchase Order Detail

Date Division Mame CQID - Name Vendor Name Standard Mem Mum  Purchase item Desc UOM Code Purchase Qty Purchase Order Spend Purc .
e

1/1/21  SAN ANTONIO DIVISION 03132 - METHODIST STONE OAK HOSPITAL CARDINAL HEALTH MEDICAL PRODUCTS 0000511017 COVER EQP LG 22X28X60IN NS LF CA 2 3284
1/1/21  SAN ANTONIO DIVISION 03132 - METHODIST STONE OAK HOSPITAL CARDINAL HEALTH MEDICAL PRODUCTS 0000755265 SENSOR ADLT LNCS ADTX OXM ADHES CBL BX 3 3284
171/21  SAN ANTOMIO DIVISION 03132 - METHODIST STONE OAK HOSPITAL DEPUY SYMNTHES (SYNTHES) Q000039217 PLATE 1/3 TBLR 117X9X1MM 58 2,7/3.5 EA 1 328¢%
1/1/21 SAN ANTOMNIO DIVISION 03132 - METHODIST STONE OAK HOSPITAL DEPUY SYMNTHES (SYNTHES) 0000415584 GUIDEWIRE ORTH 300MM 2.8MM SS THRD EA 8 3285
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Supply Expense Projections Tool )
| Export data

Deta Il Ta b (Conti n ued) Which data would you like to export?

(C) Underlying data

File format:

| sy (Bxcel 150.000-row max)

(1) Data exports with all apphied filars.

* Warehouse Distribution Detail
{13 For large data models, only a limited number of rows can be
exportad. Learn maore
Standard Item #| Facility Vendor Name #| Transaction Type | Transaction UOM m Contract Compllance GL Sub Account
" 0002759648 MEDTRONICUSA 938500 ADJ EA 12 $8SS

Export Cancel

* Pharmacy Detail

Mfg Name m RX Item Desc NDC Current mm Therapeutic Class Code & Desc. GLSub Acct| Pharmacy_Code_Desc

TEVARX 10013514 PROGLYCEM 30 ML50 00575620030 EA -1 SSSS 682292 - ANTIHYPOGLYCEMIC AGENTS 488 AMERISOURCEBERGEN ,
* PO Detail
Standard Item # Purchase Item Desc UOM Code PO Spend m PO Line #| Contract Compllance GL Sub Account mm
MEDTRONIC USAINC ~ 0001124467 SYSTEM ATHRCM MECH DRCT HAWKONE EA 3 8$SS ‘002119" 4
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Supply Expense Projections Tool

12-Month View — Operating Indicators
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I
[

@ Supply Expense Projections L T A
HEALTHTRUST

Consolidated Code - Mame Division Name COID - Mame
All bt All b All b
12-Month Adjusted Admissions Trend 12-Month Supply Expense Per Adjusted Adrmission Trend 12-Month Met Revenue Per Adjusted Admission Trend
$3,000
00K, $16K
250 £2,500 §$15K
200K 514K
52,000
Jan 2020 Apr 2020 Jul 2020 Ot 2020 Jan 2020 Apr 2020 Jul 2020 Oct 2020 Jan X020 Apr 2020 Jul 2020 Oct 2020
@® o &) Iy % 63
Period Ending Date 1/31/20 2/29/20 3/31/20 4/30/20 A
Group Mame Supply Expense  Net Revenue Met Supply Expense  Net Revenue MNet Supply Expense  Net Revenue Met Supply Expense  MNet Revenue MNet
Revenue 3% Revenue % Revenue % Revenue %
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Supply Expense Projections Tool

Prior Month Projections

HEALTHTRUST

Supply Expense Projections (prior Month)

Consolidated Code - Name

All

Division Name

All

COID - Name

7
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~J
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W
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4

$4,452,035,646

45

2,960

@)

-

Group_Name

PM SE Projection  PM SE Per AA  PM SE % of NR  PM PY Supply Expense PM PY SEPer AA PM PY SE% NR

AMERICAN GROUP
AMERICAN GROUP UNASSIGNED DIV
CENTRAL AND WEST TEXAS DIVISION
CONTIMENTAL DIVISION
GULF COAST DIVISION
MIDAMERICA DIVISION
MNORTH TEXAS DIVISION
SAN ANTONIO DIVISION
TRISTAR DIVISION
NATIONAL GROUP
CAPITAL DIVISION
EAST FLORIDA DIVISION
FAR WEST DIVISION

RAATINITA IR DILACIAN

Total

Read Me Cumrent Month

$419,685,900 §3372 19.88% $357,501,307 2,570.95
$246

$54917.336 $47.874 446 3.022.95
$60,571,576 $53.411,927 2,990.76
$69,327,319 $49,726,589 167644
$55,749,763 $52,071,090 3.204.18
$69,921,435 §59,725471 288640
$46,608,189 543,050,023 2,995.20
$62,505,524 §51,641,516 2,118.19
$431,171,512 18.43% $360,297,678 2,085.39
$64,365,661 $52,094,723 211810
$59,675377 $47,346,869 1,750.73
$61,070,739 $50,796,855 2,629.37
€23 317 €82 €3 104 17 200 €37 004 373 VAR VR
$850,734,191 $2,960 19.11% $717,798,986 2,301.92
Detail 12 Month View Prior Month Projections Change Log Help
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Take advantage of these valuable member resources e’ HEALTHTRUST

Education & Clinical Resources

*  Clinical Evidence Reviews www.healthtrustpg.com/clinical-resources/
* Product Feature Summaries &
Technology Reviews

All-member access to resources designed for clinical
integration product discussions between facility supply
chain leaders & clinicians st

* Conversion Guides == ==

* (Clinical Question Documents

«  Live & On-demand Webinars www.healthtrustpg.com/education

* Annual HTU Conference = All-member access to live and on-demand education
Education opportunities, in a variety of disciplines, throughout the year
* The Source magazine

* 10-Spot Video Recordings www.healthtrustpg.com/thesource/

« Collaborative Summits & = —
Communities 24/7 online access to HealthTrust’s member '-SOU RC—

«  Service Line Consulting & magazine, The Source. Also published quarterly in
Toolkits print format

* Innovation Center @ www.healthtrustpg.com/healthtrust-innovation-center

éé Members can invite suppliers with new technology to submit their

Questions or more info: : : .
innovative products for review

clinical.research@healthtrustpg.com
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