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Å Discuss leadership challenges as they relate to financial 
management.

Å Discuss which elements are key on a financial statement.

Å Explain how to make your case to the CFO.

Learning Objectives



ÅNurse for 37 years

ÅLeadership for 30 years

ÅDegrees in education/nursing/MBA

How It Started



Why Financials Are Important 

ÅLŦ ǿŜ ŎŀƴΩǘ ƳŀƪŜ ŜƴŘǎ ƳŜŜǘΣ ǿŜ ǿƻƴΩǘ ƘŀǾŜ ǘƘŜ ϷϷ ǘƻ ŎŀǊŜ ŦƻǊ ƻǳǊ ǇŀǘƛŜƴǘǎ

ÅOur patients are the most important

ÅTo take care of our patients, we must be good stewards 



Where Do We Start? 

ÅLearn to Speak the Language of Finance & Accounting
ÅShow an Interest in the Financial Health of the Hospital
ÅMake the CFO Your Best Friend
ÅWill pay off for your patients
ÅWill help your career



Gross Revenue
ÅAka Billed Charges
ÅCharges before Insurance allowable and patient responsibility are deducted

Net Revenue
ÅGross (Billed) Charges minus insurance adjustments 

Learn the Lingo ςPayor Contracts Matter

Net Revenue = $1,013.20 + $253.30 = $1,266.50
Net Revenue / Gross Revenue = 21% or 21¢ on the dollar billed



Learn the Lingo: Payor Contracts Matter

Same scenario with negotiated contract of % of billed charges

Amount Billed
Difference from Amount 

Billed (Write off)
Plan Allowed 80% 
of Billed Charges

Plan Pays You May Owe

$6,091.00 $1,218.20 $4,872.80 $3,898.24 $974.56

Amount Billed
Difference from Amount 

Billed (Write off)
Plan Allowed 70%
of Billed Charges

Plan Pays You May Owe

$6,091.00 $1,827.30 $4,263.70 $3,410.96 $852.74

Amount Billed
Difference from Amount 

Billed (Write off)
Plan Allowed 60%
of Billed Charges

Plan Pays You May Owe

$6,091.00 $2,436.40 $3,654.60 $2,923.68 $730.92



Learn the Lingo: Revenue

Revenue Generators (Procedure Areas):

Å Operating Room

Å Cath Lab

Å Radiology

Å Labor & Delivery



Learn the Lingo: Revenue

Revenue Generators, continued:

Å Pharmacy

Å Lab



Learn the Lingo: Non-Revenue Centers

Non-Revenue Centers: 

Å Bedded Units

Å Environmental Services

Å Food Services

/ŀƴΩǘ Řƻ ǇǊƻŎŜŘǳǊŜǎ ǿƛǘƘƻǳǘ ōŜŘǎκ9±{κCƻƻŘ {ŜǊǾƛŎŜǎ



Learn the Lingo: Key Performance Indicators (KPIs)

Bedded Units
Å Length of Stay (LOS) ςbedded units

Å Staffing cost

Å Overtime cost

Å Supply cost

Å Drug cost



Learn the Lingo: Length of Stay (LOS)

Length of Stay (LOS) impacts costs

Length of Stay (LOS) and Average LOS (ALOS) are Critical

Several methods can be used to determine LOS

Total Inpatient Days of Care / Total Admissions = Average Length of Stay
(in days)



Learn the Lingo: Length of Stay (LOS) *

LOS impacts costs and hospital success

LOS =      Profit Margin & Possible Loss

Focus on     LOS while maintaining excellent patient care
Å Example: Cataract surgery

Ways to accomplish:
Å Pre-admission education
Å Case Management
Å Social Worker
Å Home Health

ϝIƻǎǇƛǘŀƭΩǎ ŀǾŜǊŀƎŜ Ŏƻǎǘ ǇŜǊ ǇŀǘƛŜƴǘ ǇŜǊ Řŀȅ ƛƴ ǘƘŜ ¦Φ{Φ ƛǎ ϷнΣслт 



Learn the Lingo: Key Performance Indicators (KPIs)

Procedural Areas

Å Net Revenue per case

Å Supply cost per case

Å Implant cost per case

Å Labor cost per case
Å Manhours/case 



Learn the Lingo: EBITDA



Learn the Lingo: EBITDA

How to Say It: EBITDA

Ee-bit-uh Ee-bi-duh
Eh-bit-uh Eh-bi-duh

¢ƘŜȅΩǊŜ ŀƭƭ ŎƻǊǊŜŎǘ
Depends on your environment


