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The operating and capital budget cycle begins for System leaders in April with the Zero-Based 
Budgeting and Capital Workbook processes.  It ends in August with the department operating 
budget reviews with their Financial Analysts.

Statistics:

• 2,100 routine capital budget requests totaling $105.8 million submitted (excludes Facilities, IT 
and Strategic Growth) 

• 1,059 operating budget workbooks built and populated by the Finance staff with the input of 
System leaders:

• $3 billion in total operating revenue 
• 14,813 FTEs for $1.6 billion in Salaries and Benefits expense
• $346 million in purchased services identified through the ZBB process built into the 

workbooks
• $912 million in all other expenses analyzed, updated and reviewed with System leaders

FY 2024 Budget Accomplishments



Volume Assumptions



Inpatient Volume Assumptions

ALOS reduction initiatives 
are imperative to a 
successful FY 2024 to relieve 
pressure caused by staffing 
shortages, accommodate 
bed needs and reduce cost 
per admission:

1. Reduce Hospital Excess 
Days

2. Routine Discharge 
Processes Improvement

3. Skilled Nursing Facility 
Access

The 3.6% reduction in ALOS results in 15,500 acute care patient days 
resulting in decrease in average daily census of 42 and over $15.5 million 
in savings1  
1Assumes costs of $1,000 per patient day



Outpatient Volume Assumptions

Lee Health Strategies focus on continued growth of ambulatory services including Ambulatory 
Surgery Centers and Primary and Specialty Care providers.  

Outpatient revenue growth is projected to contribute 1.2% of the overall 3.1% increase in adjusted 
admissions for Lee Health.



• The system is expected to increase outpatient 
surgeries by 9% which equates to about 3,386 
cases system wide.

• Outpatient surgical volumes were down from 
budget by 29%/942 cases in October due to the 
closure of two hospitals and pause on elective 
surgeries for two weeks following Hurricane Ian. 
Volumes will not have this same impact in FY24.

• Seeing 6.3% growth in outpatient volumes YOY 
with the highest growth in General, 
Gastroenterology, and Urology.

• Growth expected to continue due to the 
addition of 2 new ORs (CCH and Urology) and 
enhancements in room utilization 
(LeanTaas/iQueue) and robotic availability for 
minimally invasive surgeries. 

• Additional room in Urology ASC expected to 
bring 1,500 cases.

Outpatient Surgery Growth



Primary Care Physician Growth

The Primary Care Division includes Family and Internal Medicine Practices, does not include Virtual Health. 
Positions may be budgeted for or start mid-year, reducing the FTE value.

With 19 Primary Care locations, Lee Health continues to pursue the Front Door Strategy to the System.
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Operating Revenue & Expense 
Assumptions



Patient Revenue

 Hospital gross charge increases will be set within the parameters of the Hospital 
Rate Setting Guiding Principals with the estimated average at 5 percent.

 Overall net patient revenue rate increase of 1.8% per adjusted admit:
• Payer mix changes – Medicaid reduction/commercial & self pay increase
• Medicare increase 4.2% due primarily to an increase in market basket rate and 

wage index factor, offset in part by changes in disproportionate share patient 
percentage 

• Medicaid APDRG reimbursement rates are expected to have a $10 million increase 
that includes a one-time $2.7m supplemental GME funding addition for FY24

• Inflationary increases for commercial contracts



Other Operating Revenue
Strategic revenue growth and diversification is key to Lee Health’s financial 
success:

 Specialty Pharmacy – continued growth with conversion to FQHC-LA eligible for
340B pricing:
• 9 Specialty offices added  in FY 2023 and 4 Primary Care early FY 2024

• LHCP and LCH Retail and Contract Pharmacies budget of $21.6 million net gain
compared to $8.6 million budget in FY 2023

 Lee HealthCare Holdings, LLC:
• Orthopedic ASC - $3.5 million operating gain

• Encompass - $1.3 million non-operating gain for minority interest

 Center for Care Transformation Savings Target $6 million:
• Medicare Shared Savings Program - $4.2 million

• Commercial Value Based Earnings - $1.8 million



Operating Expenses
FY 2023 Financial Resiliency Plan laid the foundation of key initiatives necessary 
for strong financials in FY 2024:

 Labor Expense Management:
• FTEs per Adjusted Occupied Bed (AOB) at 5.02 compared to 4.97 YTD July
• 5% Productivity improvement applied to all areas outside of physicians and 

nursing units
• 40% Reduction in Contract Labor utilization and lower pay rates per the new 

contract terms
• $52 million target in FY 2024 vs. FY 2023 Projection of $98 million

 Non-Labor Expense Management:
• Lee Health has engaged with Vizient to identify and implement expense savings 

initiatives for non-clinical supplies, purchased services and other services.
• Purchased Services incorporate recurring savings identified as part of the 

Financial Resiliency Plan - $12 million savings 
• Other Services expense reductions such as stricter approval process for cell 

phone expenditure and non-essential travel



Budget Assumptions Summary
 

 

 

 

 

 

 



Final Budget Outcome



Income Statement
In Thousands (000's)



Financial Ratios
Excess Margin reduction due 
to projecting return on 
investments at 6% compared 
to 14% YTD July

Improvement in Liquidity 
and Capitalization Ratios 
impacted by principal 
payments on debt:

• $50 million line of credit
payoff in FY2023

• $57 million in routine
principal payments in
FY2024



Capital Budget and Cash Flow
Strategic growth capital budget of $150 million 
represents a commitment and placeholder for FY 
2024 cash flow allocated to  long term ambulatory 
growth & master facility plan (multi-year 
projects). Projects will be presented to the Board 
for approval once developed.

  

  

  

  

  

  

  



Thank You
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