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Welcome

Welcome to the second issue of the Physician Flash Report. With executives—stay informed about these and other physician
COVID-19 continuing to cause significant disruption for the healthcare enterprise trends. Data in the report span measures of:
industry, it is critically important to continue taking the pulse of the m Subsidy per Physician

pandemic’s effects across the continuum of care. This new quarterly

Physician Compensation
Kaufman Hall report provides insights on how physician groups are

Physician Productivity

faring in these turbulent times. .
® Physician Revenues

The report features national data sampled from Axiom Comparative ® Expense per Physician

Analytics from Syntellis Performance Solutions, which contains

data on more than 68,000 physicians and 28,000 advanced practice We provide you with the most current and relevant data needed

. s . to steer practices to recovery, rather than the outdated data that
providers from more than 100 specialties. Data are updated into P y

. . . other companies publish from self-reported physician surveys.
the tool monthly, and include the same actual, real-time physician P P P phy y

B hi ffi il h k
productivity, compensation, and operating expense data that eyond this report, we offer more detailed benchmarks by

specialty or custom peer groups. To learn more, please email

PhysicianFlashReport@kaufmanhall.com.

physician groups use to track their own operations and finances.

Many physician practices have reported decreases in patient visits

and a slowing of hospital diagnostic services and procedural volumes Thankyou for your interest,

over the last several months. These declines likely will continue Jim Blake, Managing Director,
through the first half of 2021. The Physician Flash Report can help and Cynthia Arnold, Senior Vice President
healthcare leaders—including CEOs, CFOs, and physician enterprise Kaufman Hall

For media requests, please contact Haydn Bush at hbush@kaufmanhall.com
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Key Observations

The COVID-19 pandemic continues to create a volatile operating
environment for the nation’s employed physicians. Although physician
practices saw some gains in the third quarter of 2020, most performance
measures remained well below 2019 levels. Many practices saw an uptick
in productivity and revenues in the late summer and early fall with the
easing of social distancing policies and limits on non-urgent care.

As a result, health systems experienced a 9.5% decrease in the level
of investment needed to subsidize inadequate physician revenues
between July and October 2020, with the median Subsidy per
Physician Full-Time Equivalent (FTE) dropping to $194,632 across all
specialties. Year-over-year, Subsidy per Physician FTE was up just
0.5% in October, after climbing 14.1% year-over-year from January to
July—reflecting the effects of sizable volume and revenue swings
brought about by the COVID-19 crisis.

After suffering significant declines early in the pandemic, many
organizations saw volumes rebound somewhat by October. This
enabled an increase in physician productivity. Physician Work
Relative Value Units (WRVUs) per FTE rose 4.6% from July to October.
Even so, Physician wRVUs per FTE were 4.9% below 2019 levels, due
to fewer patient visits and lower hospital diagnostic and procedural
volumes compared to pre-pandemic levels. New patient visits—

KaufmanHall

which are key to growing physician practices—also declined year-
over-year due to negative economic trends, competitive telehealth
offerings, and continued reluctance of some patients to visit
physician offices.

Physician Compensation per FTE increased 1.5% from July to October,
but Physician Compensation per wRVU was down 4.5% due to fixed
physician compensation models. Volume increases over the quarter
contributed to an increase in revenues. Net Revenue per Physician
FTE rose 8.1% from July to October, but was down 4.5% year-over-
year due to the lower productivity compared to 2019. Expenses rose
only slightly. Total Direct Expense per Physician FTE was up less than
1% from July to October, as higher physician compensation expenses
were offset by a decrease in support staff expenses.

The future success of physician practices will rely on cash flow
recovery and the pace of capital spending and investments. Managing
care costs will be a critical focus, as the industry is expected to see
significant shifts in care models from in-person to telehealth, and
changes in payer rates. Increasing Medicaid enrollment and the
Medicare fee-for-service 2% sequestration—now scheduled to start
April 1, 2021—will increase downward pressure on margins unless
Congress enacts changes before then.

©2021 Kaufman, Hall & Associates, LLC | kaufmanhall.com
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Key O bSe l’\/atl O ﬂ S (continued)

Practices also face mounting pressure from non-traditional
competitors marketing convenient, well-packaged telehealth
services to savvy consumers, thus siphoning routine care and leaving
more complex patients for physician groups. To compete, physician
practices will need to create permanent virtual care options that
accommodate both patient preferences and clinical needs.

For hospitals and health systems, the increasing size of employed
physician groups continue to strain operating margins. Subsidies
required to support these practices are offset somewhat by inpatient
care and procedures, but organizations will need to address

KaufmanHall

physician productivity issues to offset costs. This requires having
leadership that represents both parties to ensure physician buy-in,
and robust data and analytics to foster accountability.

A sound performance improvement infrastructure and operating
controls will be key to managing through 2021. Physician practices
need actionable key performance indicators to support recovery
efforts. They must move beyond gathering data to truly leveraging
data to monitor performance and progress, identify opportunities for
improvement, and support informed decision-making.

©2021 Kaufman, Hall & Associates, LLC | kaufmanhall.com
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Key Observations wontned

Key Performance Metrics Summary, Annualized July-October 2020

Key Performance Metrics July 2020 Change from July  October 2020

(Median) Annualized to October Annualized Factors

Subs!d.y (Loss) per $214,950 (9.5%) $194,632 Increased wRVUs and increased net revenue
Physician FTE

Physician Compensation $315,225 1.5% $319.826 Increased due to compensating physicians for

per FTE increased volume

Physician Compensation Some physician compensation remains fixed,

$69.62 (4.5%) $66.48

per wRVU driving compensation per wRVU lower
Physician wRVUs 4,490 4.6% 4,695 Volumes rose following Iockdowns in the
per FTE early months of the pandemic
Net Revenue per .

- $91.66 0.9% $92.49 Net revenue up due to wRVU increases
Physician wRVU
Net I?e'venue per $454771 8.1% $491 698 Dr|ven‘by increased volume and shift in mix
Physician FTE of services toward procedures
Total Dlr.est Expense (Inc. APP) $683,225 0.9% $689.273 Up slightly (jue to increased physician
per Physician FTE compensation
Clinical and Front Office Support 3.5 (2.2%) 34 Relatively fixed driving cost down per wRVU

Staff FTEs per 10,000 wRVUs

KanmanHa” ©2021 Kaufman, Hall & Associates, LLC | kaufmanhall.com
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Costs per Physician
Decline as Volumes Rise

Subsidy (Loss) per Physician FTE fell 9.5% when
comparing July to October 2020 annualized figures.
This likely is due to a return of revenue stemming

from a rebound in volumes occurring in the late Subsidy (Loss) per Physician FTE

summer and early faII All Specialties - 25th, 50th, 75th %-tile

Subsidy (Loss) per Physician FTE saw a marginal Oct2020 (annualizec) | .

‘— -9.5% change since Jul 2020

Jul 2020 (Annualized) S

0.5% change 2019 to Oct 2020 =
2019 <>

$0 $50k $100k $150k $200k $250k $300k $350k $400k $450k

0.5% increase in October compared to 2019 levels.

Source: Kaufman Hall Physician Flash Report, January 2021

Subsidy (Loss)
per Physician FTE

KanmanHa” ©2021 Kaufman, Hall & Associates, LLC | kaufmanhall.com 8



http://kaufmanhall.com
http://kaufmanhall.com

PHYSICIAN FLASH REPORT JANUARY 2021

Subsidy (Loss) per Physician FTE
By Specialty Cohort - 25th, 50th, 75th %-tile

$600k

Decreases Seen

Across Most Specialties
and Regions
Most specialties and regions saw a decrease in 200K } }

physician subsidies from July to October, but $100k

year-over-year results were mixed. Physician
$0

subsidies saw the biggest year-over-year increases

Hospital-Based Medical Ob/Gyn Primary Care Psychiatry Surgical

for hospital-based and surgical specialties in Specialty Specialty Specialty

2019 M Jul 2020 (Annualized) Bl Oct 2020 (Annualized) '0' Medians

October, jumping 16% and 10%, respectively.
Psychiatry and Obstetrics/Gynecology (OB/GYN)
had the largest year-over-year decreases, at 15%

Source: Kaufman Hall Physician Flash Report, January 2021

Subsidy (Loss) per Physician FTE
0,
and 14%. By Geographic Region - 25th, 50th, 75th %-tile

Organizations in the South saw the steepest $500K

decreases in Subsidy (Loss) per Physician FTE, falling

$400k
41% year-over-year and 20% from July to October
2020 annualized. By contrast, the Great Plains had $300K
the greatest year-over-year increase at 29%. 52006

$100k

$-100k
Great Plains Midwest Northeast/Mid-Atlantic South West

2019 M Jul 2020 (Annualized) Bl Oct 2020 (Annualized) '0' Medians

Source: Kaufman Hall Physician Flash Report, January 2021
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Per-Physician
Compensation
INCreases

Physician Compensation per FTE increased

1.5% between July and October 2020, likely due to
contractual raises. This coincides with a recovery
in provider productivity during the same period
(see Productivity and Revenue section). By October,
most organizations were at or within 10% of

pre-COVID volumes seen prior to March 2020.

Physician
Compensation
per FTE

KaufmanHall

Physician Compensation per FTE
All Specialties - 25th, 50th, 75th %-tile

Oct 2020 (Annualized) ¢

1.5% change since Jul 2020 —}

Jul 2020 (Annualized) S

2.5% change 2019 to Oct 2020 ==
2019 <>

$250k $300k $350k $400k $450k

Source: Kaufman Hall Physician Flash Report, January 2021

Physician Compensation per FTE
By Specialty Cohort - 25th, 50th, 75th %-tile

$600k
$550k
$500k
$450k
$400k
$350k
$300k
$250k O_H
$200k
Hospital-Based Medical Ob/Gyn Primary Care Psychiatry Surgical
Specialty Specialty Specialty

2019 M Jul 2020 (Annualized) B Oct 2020 (Annualized) '0' Medians

Source: Kaufman Hall Physician Flash Report, January 2021
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Compensation
Declines Relative
to Productivity

Although overall physician compensation
increased from July to October, Physician
Compensation per wRVU declined 4.5%, reflecting
the increase in wRVU volume. It should be noted
that anticipated future payment changes include
significant shifts in care models from in-person to
telehealth, and changes in payer rates, such as the
Medicare fee-for-service 2% sequestration, now
scheduled to start April 1, 2021.

Physician
Compensation
per wRVU

KaufmanHall

Physician Compensation per wRVU
All Specialties - 25th, 50th, 75th %-tile

Oct 2020 (Annualized) ¢

‘— -4.5% change since Jul 2020

Jul 2020 (Annualized) e

7.3% change 2019 to Oct 2020 ==
2019 <>

$50 $60 $70 $80 $90

Source: Kaufman Hall Physician Flash Report, January 2021

Physician Compensation per wRVU
By Specialty Cohort - 25th, 50th, 75th %-tile

$120
$110
$100
$90
$80
$70
$60
$50

Hospital-Based Medical Ob/Gyn Primary Care Psychiatry Surgical

Specialty Specialty Specialty

2019 M Jul 2020 (Annualized) B Oct 2020 (Annualized) 'O'Med\ans

Source: Kaufman Hall Physician Flash Report, January 2021
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Productivity Increases
as Patients Return

Physician wRVUs per FTE increased 4.6% from July
to October 2020, but decreased 4.9% year-over-
year. While patients’ proclivity for returning to
in-person physician visits improved in the third
quarter, this shows that the COVID-19 pandemic
continues to affect provider productivity compared
to 2019.

Surgical specialties again saw the biggest decreases
in productivity due to the slow rebound of elective
procedures. Primary care, OB/GYN, and medical
specialties also saw production levels decrease
relative to 2019. Hospital-based specialties saw
increases in productivity on a per FTE basis, driven
by the necessity of these services. Psychiatry also
had increases with expansions in telehealth.

KaufmanHall

Physician wRVUs per FTE
All Specialties - 25th, 50th, 75th %-tile

Oct 2020 (Annualized) - ¢

4.6% change since Jul 2020 —}

Jul 2020 (Annualized) S

& -4.9% change 2019 to Oct 2020
2019 <>

3000 3500 4000 4500 5000 5500 6000 6500 7000

Source: Kaufman Hall Physician Flash Report, January 2021

Physician wRVUs per FTE
By Specialty Cohort - 25th, 50th, 75th %-tile

9000
8000

7000

6000
5000
4000
3000

2000

Hospital-Based Medical Ob/Gyn Primary Care Psychiatry Surgical
Specialty Specialty Specialty

2019 M Jul 2020 (Annualized) B Oct 2020 (Annualized) 'O'Med\ans

Source: Kaufman Hall Physician Flash Report, January 2021
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Re\/e n u eS Ri Se Net Revenue (Including APPs) per Physician wRVU

All Specialties - 25th, 50th, 75th %-tile

W|th \/Ol umes an d Oct 2020 (Annualizec) &

P rO d U Cti\/ity 0.9% change since Jul 2020 —}
Jul 2020 (Annualized) ——

1.3% change 2019 to Oct 2020 ==

2019 O

due to suppressed volumes compared to 2019. $60 $70 $80 $90 $100 $110 $120 $130 $140

Net Revenue per Physician wRVU increased only
0.9% from July to October, and 1.3% year-over-year

Source: Kaufman Hall Physician Flash Report, January 2021

Net Revenue (Including APPs) per Physician FTE
All Specialties - 25th, 50th, 75th %-tile

Net Revenue Oct 2020 (Annualized) .
per PhySiCia n I_—l_E 8.1% change since Jul 2020 —’
12020 (Annualzed) .

4 -4.5% change 2019 to Oct 2020

Increased volumes over the quarter and the 2019 &>

resulting rise in productivity pushed Net Revenue
$300k $400k $500k $600k $700k $800k

per Physician FTE (including advanced practice

Source: Kaufman Hall Physician Flash Report, January 2021

providers) up 8.1% from July to October.

Even so, it remains down 4.5% year-over-year
due to the pandemic’s impacts on productivity
compared to 2019.

KaufmanHa” ©2021 Kaufman, Hall & Associates, LLC | kaufmanhall.com 15
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EXpenses Increase
Only Slightly

Per-physician expenses increased only slightly
in the third quarter. Total Direct Expense

per Physician FTE rose less than 1% from July
to October, as the increase in physician
compensation was offset by a reduction in
staffing expenses. The cohorts leading the
uptick in expenses were primary care, OB/GYN,
and surgical specialties. Physician expenses
remained down significantly compared to the
previous year, falling 5.7% below 2019 levels.

Total Direct Expense
per Physician FTE

KaufmanHall

Total Direct Expense (Including APP) per Physician FTE
All Specialties - 25th, 50th, 75th %-tile

Oct 2020 (Annualized) ¢

0.9% change since Jul 2020 —}

Jul 2020 (Annualized) S

& -5.7% change 2019 to Oct 2020
2019 <>

$0.4M $0.5M $0.6M $0.7M $0.8M $0.9M $1M $1.1M

Source: Kaufman Hall Physician Flash Report, January 2021

Total Direct Expense (Including APP) per Physician FTE
By Specialty Cohort - 25th, 50th, 75th %-tile

$1.2M

f %%%%

$0.4M

Hospital-Based Medical Ob/Gyn Primary Care Psychiatry Surgical
Specialty Specialty Specialty

2019 M Jul 2020 (Annualized) Bl Oct 2020 (Annualized) 'O'Med\ans

Source: Kaufman Hall Physician Flash Report, January 2021
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Support Staff
Productivity Down
for the Quarter

The increase in physician productivity contributed
to a decrease in support staff productivity from
July to October, with Support Staff FTEs per
10,000 wRVUs down 2.2%. Furloughed staff and
consolidation of practice sites likely played a

role, but staff productivity remains up 11.4%
compared to 2019.

Support staff productivity varied across
specialties. Medical specialties, psychiatry, and
surgical specialties saw increases in Support
Staff FTEs per 10,000 wRVUs from July to October,
while OB/GYN and primary care saw decreases.
Physician practices have an opportunity to
critically evaluate these trends and determine
how best to leverage staffing in the future

(i.e., automation with patient portals, more
efficient procedures, etc.).

KaufmanHall

Support Staff FTEs per 10k wRVUs
All Specialties - 25th, 50th, 75th %-tile

Oct 2020 (Annualized) ¢

‘— -2.2% change since Jul 2020

Jul 2020 (Annualized) S

11.4% change 2019 to Oct 2020 =
2019 <>

2 2.5 3 3.5 4 4.5 5 5.5

Source: Kaufman Hall Physician Flash Report, January 2021

Support Staff FTEs per 10k wRVUs
By Specialty Cohort - 25th, 50th, 75th %-tile

5
4
3
Medical Ob/Gyn Primary Care Psychiatry Surgical
Specialty Specialty

2019 M Jul 2020 (Annualized) B Oct 2020 (Annualized) '0' Medians

Source: Kaufman Hall Physician Flash Report, January 2021
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About the Data

The Physician Flash Report uses actual data over the last three years
sampled on a recurring monthly basis from Axiom Comparative
Analytics from Syntellis Performance Solutions, which contains more
than 68,000 physicians, 28,000 APPs, and 100 specialties. The sample
of physicians represents data from across the United States.
Physicians of all types are represented, from family medicine
physicians to neurosurgeons, and from single physician practices to
large academic physician groups.

Advanced statistical techniques are used to standardize data,

identify and handle outliers, and ensure statistical soundness prior

to inclusion in the report. While this report presents data in the
aggregate, Syntellis has real-time data down to individual physicians,
non-provider staff, job code, pay type, and account levels. Data can be
customized into peer groups for unparalleled comparisons to drive
operational decisions and performance improvement initiatives.

Map of Regions

Northeast/
Mid-Atlantic

General Statistical Terms

® Range: The difference in value between the maximum
and minimum values of a dataset

® Average (Mean): The average value of an entire dataset
® Median: The value that divides the dataset in half, the middle value

® 1st Quartile: The value halfway between the smallest number and
the median
® 3rd Quartile: The value halfway between the median

and the largest number

® Interquartile Range (IQR): The difference between the
3rd Quartile and the 1st Quartile (Q3 - Q1).

KaufmanHall

©2021 Kaufman, Hall & Associates, LLC | kaufmanhall.com



http://kaufmanhall.com
http://kaufmanhall.com

PHYSICIAN FLASH REPORT JANUARY 2021

AbOUt the Data (continued)

What Is a Box Plot?

< 3rd Quartile A box plot is a graphical description of the distribution of data through three quantities of the
dataset: 1st quartile, median, and 3rd quartile. The trend line does not represent a particular
value but is present to highlight the trend in medians between bars.

Evaluating the Plot
<+— Median

The box plot to the left contains three related vertical bars:
® The bottom of each bar represents the 1st quartile (25th percentile)
<—— 1st Quartile ® The diamond between the top and bottom of the bar is the median value of the dataset.
® The top of each bar represents the 3rd quartile (75th percentile)
Trend B The orange line shows the trend between the bars

Syntellis Measure Definitions:

® Subsidy (Loss) per Physician FTE: Subsidies represent net ® Net Revenue per Physician wRVU: Net revenue divided by
patient service revenue minus total direct expense. Subsidies Work RVUs.
are divided by physician FTEs. m Net Revenue per Physician FTE: Net revenue divided by
® Physician Compensation per wRVU: Total physician physician FTEs.
compensation divided by Work RVUs. m Total Direct Expense per Physician FTE: Total expense divided
® Physician Compensation per FTE: Total physician compensation by physician FTEs.
divided by physician FTEs. m Support Staff FTEs per 10,000 wRVUs: Support Staff FTEs
® Physician wRVUs per FTE: Physician Work RVUs divided by divided by 10,000 Work RVUs. Support Staff includes front office
physician FTEs. and clinical support staff. Work RVUs are adjusted by provider

FTEs to assess productivity.
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