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California Hospitals Profitable in 2011
However, Most Report Lower Profits Than 2010

By David Peel
Publisher and Editor
California Healthcare News

The largest California hospitals 
maintained profitability in 2011 as 
eighty-one of the largest one-hun-
dred hospitals recorded positive 
Pretax Net Income. However, the 
2011 figures were down from 2010 
when ninety-one of the largest one-
hundred hospitals reported positive 
Pretax Net Income.  See our report 
on pages three through five to see 
summary financial information on 
large California hospitals.

Information Sources

California is good at making hospi-
tal financial information available 
to the general public. However, it 

is difficult to compare hospitals on 
an “apples to apples” basis for sev-
eral reasons:

•	 Most hospitals report and are 
audited on a calendar year ba-
sis.  However, some large hos-
pitals report and are audited 
on a fiscal year basis, making 
comparisons impossible with-
out adjustments.

•	 All hospitals report to the 
California Office of Statewide 
Health Planning and Develop-
ment (OSHPD) on a quarterly 
basis but the figures are unau-
dited and there’s no require-
ment to restate figures when 
adjustments are necessary.

•	 A few hospitals don’t regularly 
meet reporting deadlines.

In consideration of these issues, we 
compiled quarterly figures from 
the OSHPD web site and prepared 
a report similar to the report on 
pages three to five.  We then sent 
the report to hospital representa-
tives at all one-hundred hospitals 
and asked them to confirm their 
hospital’s figures. We also asked 
for correct figures if the figures in 
the report were wrong.

Hospitals with a “2” to the right 

of the name provided a reply and 
confirmed or changed their figures.  
If a hospital didn’t provide a reply, 
or decided to not provide a reply, 
there is no  “2”  to the right of the 
name and OSHPD quarterly report 
web site figures were used. 

Total Operating Revenue

Total Operating Revenue includes 
inpatient and outpatient revenue 
for all patient care services (less 
deductions from revenue), tax rev-
enues, the value of donated com-
modities, revenue from non-patient 
care services and sales, and activi-
ties to persons other than patients.  

Fifty-four of the one-hundred hos-
pitals reported higher 2011 Total 
Operating Revenue than 2010.  
This is down sharply from the prior 
year when eighty-eight of the one-
hundred hospitals reported higher 
2010 Total Operating Revenue than 
2009. There are certainly many fac-
tors contributing to this decline but 
the net result is California hospitals 
appear to be rapidly losing their 
ability to exert control over rev-
enue.

Net from Operating

Net from Operating is the excess of 
revenues over expenses except for 
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net non-operating gains and losses.  
This is a key financial metric given 
it excludes investment gains and 
losses, a part of net non-operating 
gains and losses.   

Forty-five of the one-hundred hos-
pitals reported a higher Net from 
operating figure in 2011 than 2010.    
The hospitals’ inability to gener-
ate sufficient revenues to maintain 
2010 levels is showing up in Net 
from Operating figures as the 2011 
figures are significantly down 
from 2010 when Sixty-one of the 
one-hundred hospitals reported a 
higher Net from Operating figure 
in 2010 than 2009.

Operating Margin	  

This statistic, measured as a per-

centage, is one many hospital ad-
ministrators target to measure fi-
nancial health.  A range between 
2% and 6% is considered healthy 
and normal for California.  Per-
centages higher or lower than this 
range generally merit further re-
view, particularly if it has occurred 
over a two year period.  However, 
that level of analysis is beyond the 
scope of this article.

Pretax Net Income

The excess of revenue over ex-
penses and gains over losses gener-
ated from all sources is Pretax Net 
Income. Thirty-one of the one-hun-
dred hospitals reported higher Pre-
tax Net Income in 2011 than 2010.  
This is also down significantly 
from the Sixty-one of the one-hun-

dred hospitals that reported higher 
Pre-tax Net Income in 2010 than 
2009.  

Final Comments

California hospitals were still in 
good financial shape in 2011 but 
the trend indicates decreasing fi-
nancial health. This continues to 
be a concern in light of healthcare 
reform and state and federal cuts 
targeting reimbursement to hospi-
tals. 

David Peel is the Publisher and 
Editor of the California Health-
care News, a web site and trade 
journal focused on issues related 
to the management of healthcare. 
David Peel can be reached at 
dpeel@healthcarenewssite.com.
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