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Listed below is commentary and documentation to support estimates of the percentage change in Loma Linda University Medical Center’s (“LLUMC”) gross revenue due to a price change put into effect on January 1, 2006.

Each year, LLUMC engages an outside firm to conduct a comprehensive Procedure Pricing Study.  The study incorporates specific constraints provided by LLUMC, which include price/cost relationships and competitive pricing restrictions.  A unique recovery rate is defined for each procedure-code in the Charge Description Master (CDM).  The recovery rates are determined through detailed proprietary modeling of all LLUMC contracts, incorporating specific contract provisions such as carve-outs and outlier provisions.  Contract payment provisions are then related to specific line item-level claims data taken from a three- to six-month review of actual claims data.  Competitive data is integrated and analyzed where possible to support possible rate increases and the potential effect upon market share.

The specific constraints used in the selective pricing increase model were:

1. Maximum total charge increase of 9%

2. Procedure prices either below 130% of the 2004 average prices of four (4) academic medical centers

3. Or, below 150% of the 2004 average prices of six (6) local community hospitals

4. Procedures prices already above either of the above two constraints would not be increased

5. Room rates were increased between 5% and 9%

6. 333 CDM codes that had the same CPT codes for services offered in multiple departments were aligned to one common rate

Claims Data Used for Procedure Pricing Study (claims experience for February 2005 through July 2005):

	Claim Summary
	 Claims 
	 Lines 
	 Claim Charges 
	 CDM     Charges 

	Subtotal eligible for processing
	   175,817 
	   6,363,472 
	$1,591,759,318
	$1,692,746,116

	Remove claims outside 02/05 and 07/05
	    (39,527)
	  (1,447,824)
	       (366,785,396)
	      (391,933,284)

	Claim line items not on CDM
	            (1)
	        (5,151)
	             (837,818)
	                      -   

	Remove inactive line items
	           -   
	              -   
	                      -   
	                      -   

	Apply credits to debits and aggregate duplicate lines
	           -   
	  (2,866,709)
	                      -   
	                      -   

	Lines with zero units & non-zero amounts
	           -   
	              -   
	                      -   
	                      -   

	No-charge items with non-zero units & zero amounts
	        (140)
	       (40,756)
	                      -   
	        (45,845,190)

	True credits without matching debits
	          (59)
	        (7,844)
	           4,826,556 
	          (7,242,276)

	Line items with physician-service revenue codes
	           -   
	              -   
	                      -   
	                      -   

	Remove payers
	     (2,430)
	       (21,340)
	          (7,100,963)
	          (7,493,523)

	Total
	  133,660 
	   1,973,848 
	$1,221,861,697
	$1,240,231,843

	less Pharmacy and medical supplies
	 
	 
	       (180,636,203)
	      (196,513,237)

	Base
	 
	 
	$1,041,225,494 
	$1,043,718,606 
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