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Executive Summary

Healthcare organizations across the United States are operating under unprecedented
financial pressure. Declining reimbursement rates, increasingly complex payer
requirements, labor shortages, wage inflation, and heightened regulatory scrutiny have
fundamentally altered the economics of healthcare delivery. In this environment, Revenue
Cycle Management (RCM) has evolved from a back-office administrative function into a
mission-critical financial system that directly determines cash flow, operating margins, and
long-term organizational sustainability.

National healthcare benchmarks consistently demonstrate that providers permanently
lose between five and ten percent of otherwise collectible revenue each year due to
preventable RCM inefficiencies. These losses stem from claim denials, underpayments,
delayed submissions, documentation errors, staffing constraints, and inadequate follow-
up processes. For many organizations, the true financial impact of RCM underperformance
remains hidden within operational complexity, yet it materially erodes profitability and
limits strategic flexibility.

This white paper presents a comprehensive, data-driven analysis of how Claimwise Pro’s
outsourced Revenue Cycle Management services deliver measurable financial value. By
combining specialized RCM expertise, advanced automation, standardized workflows, and
continuous performance monitoring, Claimwise Pro enables healthcare organizations to
improve revenue realization, accelerate cash flow, reduce operating costs, enhance tax
efficiency, and strengthen compliance.

Based on conservative national benchmarks, healthcare organizations engaging Claimwise
Pro typically realize annual net financial gains ranging from approximately $110,000 to
over $480,000, depending on service tier and organizational scale. Across modeled
scenarios, outsourced RCM delivers after-tax returns on investment between
approximately 2.5x and 3.8x, positioning RCM optimization among the highest-ROI
operational initiatives available to healthcare leadership teams.
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Revenue Cycle Management as a Strategic Financial System

Revenue Cycle Management encompasses every financial interaction associated with
patient care—from appointment scheduling and eligibility verification through claim
submission, payment posting, reconciliation, and reporting. Historically, RCM was treated
as an administrative necessity: a cost center designed to process claims and collect
payments after care delivery. That paradigm is no longer sufficient.

Today’s reimbursement environment demands precision, speed, transparency, and
compliance at every stage of the revenue cycle. Minor errors early in the process can
cascade into claim denials, delayed payments, and permanent revenue loss.
Simultaneously, payer rules and regulatory requirements continue to grow in complexity,
increasing both administrative burden and financial risk.

Organizations that continue to view RCM as a transactional back-office function often
struggle with unpredictable cash flow, rising administrative costs, and limited scalability. In
contrast, organizations that treat RCM as a strategic financial system gain improved
liquidity, stronger forecasting accuracy, reduced volatility, and greater resilience during
periods of market disruption.

The Current Healthcare Financial Landscape

Healthcare providers are operating in one of the most challenging financial environments in
modern history. Several converging trends have reshaped the economics of care delivery,
including:

e Declining reimbursement rates across government and commercial payers
¢ Increased payer scrutiny, audits, and policy enforcement

o Laborshortages and wage inflation across administrative and clinical roles
e Rising patient financial responsibility and collection complexity

o Expandingregulatory and compliance requirements

These pressures have compressed margins across nearly every healthcare segment. As
revenue growth slows and costs rise, operational efficiency becomes a primary driver of
financial performance. RCM sits at the center of this equation, influencing how effectively
organizations convert clinical services into realized revenue. In this context, inefficiencies
that were once tolerable now represent material financial risk.
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The True Cost of In-House Revenue Cycle Operations

Many healthcare organizations underestimate the true cost of maintaining in-house RCM
operations. While billing staff salaries and software expenses are visible, the full financial
impact extends far beyond direct costs.

Direct costs include billing and AR staff salaries, employee benefits, employer payroll
taxes, training, onboarding, and continuing education. Indirect and hidden costs include
claim denial rework, delayed cash flow, IT infrastructure and cybersecurity, staff turnover,
compliance oversight, and management time.

National benchmarks show that in-house billing operations frequently experience claim
denial rates of approximately 25%, with roughly 40% of denied claims never
successfully recovered. Even when appeals are successful, the cost of rework often
approaches or exceeds the value of the recovered revenue, resulting in diminished net
returns.

Claim Denial Rates by RCM Model

In-House RCM Tier 1 (RCM) Tier 2 (RCM/IT) Tier 3 (RCM/IT/CIO)
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Revenue Leakage and Denial Management

Revenue leakage refers to earned revenue that is never collected due to breakdowns within
the revenue cycle. Common sources include eligibility errors, authorization gaps, coding
inaccuracies, untimely claim submission, inadequate follow-up, and underpayment
detection failures.

Denial management is often treated as a reactive process focused on appealing claims
after rejection. However, industry data consistently shows that preventing denials upfront
is significantly less costly than reworking them after the fact. Claimwise Pro
emphasizes denial prevention through front-end accuracy, payer-specific rule
enforcement, and continuous performance monitoring, dramatically reducing downstream
revenue loss.

Reduction in Days in Accounts Receivable
Through Optimized RCM

Tier 3
Tier 2
Tier 1

In-House RCM
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Technology and Automation in Modern RCM

Effective RCM today requires advanced technology capabilities, including automated
eligibility verification, coding validation, real-time claim tracking, denial trend analysis,
predictive analytics, and executive-level reporting dashboards. Maintaining these systems
internally requires ongoing capital investment, specialized IT expertise, and robust security
infrastructure.

Claimwise Pro delivers enterprise-grade RCM technology as part of its outsourced service
model. This approach allows organizations to access advanced capabilities without the
associated capital expenditure or operational burden, while benefiting from continuous
system upgrades and performance optimization.

The Claimwise Pro Revenue Cycle Model

Claimwise Pro provides a fully integrated, end-to-end RCM solution designed to optimize
every phase of the revenue lifecycle. Services include patient access and eligibility, coding
and charge capture validation, claims submission and payer communication, denial
prevention and resolution, payment posting, reconciliation, and performance analytics.

This unified approach replaces fragmented internal workflows with standardized,
compliance-driven processes that scale efficiently while improving accuracy, speed, and
financial transparency.
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Quantified Financial Impact & Return on Investment Analysis

To support informed financial decision-making, the following analysis presents quantified
financial outcomes associated with Claimwise Pro’s RCM services across three service
tiers. These models are based on conservative national healthcare benchmarks and reflect
assumptions that a Certified Public Accountant (CPA) can independently validate.

National Benchmark Assumptions
e Average in-house denial rate: ~25%
¢ Optimized denial rate with outsourced RCM: 2-4%
¢ Permanent revenue loss on denied claims (in-house): ~40%
e Permanentrevenue loss with optimized RCM: <5%
e Average claim value: $180
e Average Days in AR:
o In-house: 50-60 days

o Optimized RCM: 30-35 days

Tier 1 — Core RCM Services
Annual Investment: $72,000

Tier 1 engagements are designed for organizations seeking professional RCM execution
while maintaining limited internal administrative functions.

o Estimated revenue recovered: ~$68,400
e Operating cost avoidance: ~$80,000

e Cash flow improvement: ~$15,000

o Estimated tax benefit: ~$20,000

Total Financial Impact: ~$183,400
Net Financial Gain: ~$111,400
Estimated After-Tax ROI: ~2.5x
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Tier 2— Advanced RCM Services
Annual Investment: $144,000
Tier 2 engagements provide comprehensive RCM optimization for mid-sized organizations.
« Estimated revenue recovered: ~$106,920
e Operating cost avoidance: ~$205,000
e Cash flow improvement: ~$25,000
o Estimated tax benefit: ~$43,500

Total Financial Impact: ~$380,420
Net Financial Gain: ~$236,420
Estimated After-Tax ROI: ~3.1x

Tier 3— Enterprise RCM Services
Annual Investment: $200,000

Tier 3 engagements support enterprise-level organizations with complex revenue
environments.

Estimated revenue recovered: ~$213,840

Operating cost avoidance: ~$365,000

Cash flow improvement: ~$44,000

o Estimated tax benefit: ~$61,570

Total Financial Impact: ~$684,410
Net Financial Gain: ~$484,410
Estimated After-Tax ROI: ~3.8x
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Annual Net Financial Impact by Service Tier

Annual Net Financial Impact by Claimwise Pro Service Tier

Tier 1 ($72Kk) 111,400

Tier 2 ($144k) 236,420

Tier 3 ($200k) 484,410

After-Tax ROl Comparison Across Service Tiers

After-Tax Return on Investment by Service Tier
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Tax Optimization and Financial Treatment

From a tax perspective, outsourced RCM provides structural advantages. In-house billing
functions are payroll-intensive, embedding employer payroll taxes and benefit costs within
wage expenses. Claimwise Pro’s services, by contrast, are classified as ordinary and
necessary business expenses and are fully deductible under standard IRS guidelines.

While tax outcomes vary by entity structure and jurisdiction, this structural shift frequently
improves effective tax rates and after-tax cash flow without reliance on aggressive tax
strategies.

Compliance, Risk, and Audit Readiness

Claimwise Pro embeds compliance into every workflow, supporting adherence to HIPAA
requirements, payer policies, and documentation standards. Standardized processes,
audit trails, and performance reporting reduce regulatory exposure and strengthen audit
readiness, lowering both financial and reputational risk.

Patient Financial Experience

Accurate billing, timely statements, and clear communication improve patient trust and
satisfaction. Optimized RCM reduces billing errors, shortens resolution timelines, and
enhances transparency—benefiting both patients and providers.

Strategic and Enterprise-Level Benefits

Beyond immediate financial gains, optimized RCM strengthens long-term enterprise value.
Predictable cash flow, reduced AR volatility, and improved EBITDA directly influence
valuation, particularly for organizations pursuing growth, partnerships, or mergers and
acquisitions. Outsourced RCM also enables scalability without proportional increases in
administrative headcount.

©Claimwise Pro | Confidential



| [g&m CLAIMWISE PRO: THE STRATEGIC FINANCIAL ADVANTAGE OF OUTSOURCED RCM

Conclusion and Executive Recommendations

Revenue Cycle Management represents one of the most powerful and underutilized
financial levers in healthcare operations. Claimwise Pro enables organizations to transform
RCM from a reactive administrative burden into a strategic financial engine that improves
revenue realization, reduces risk, enhances compliance, and strengthens long-term
sustainability.

For healthcare leaders seeking measurable returns, tax efficiency, and operational
resilience, outsourced RCM through Claimwise Pro represents a disciplined, defensible,
and high-impact investment.

Appendix: Financial Methodology and Disclaimer

The financial examples presented are illustrative and based on national averages. Actual
results vary by organization. This document does not constitute tax, legal, or accounting
advice and should be reviewed with qualified advisors.
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