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The year is 1977….
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The Perfect Storm
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“For example, the median average age of plant for U.S. hospitals in 2015 ranged from 10.78 to 11.48 
years (depending on publishing source), compared with 9.8 to 9.96 years in 2004, and 8.6 in 1994….. 

This increase in median average age of plant of nearly 
three years over the past two decades indicates that 

hospitals, in general, have struggled to raise the capital 
needed to keep their facilities up-to-date.”

Source: ASHE, 2017  
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Kaufman Hall Flash Report (April)
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Prioritizing Infrastructure Investment. Improving Facility Performance.
Mitigating Risk.

Currently tracking 117,000+ infrastructure assets, serving 100+ Million SQFT and modeling 
investment needs for a health care infrastructure portfolio valued at over $12 Billion.
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All Current Customers
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Conclusions

• Infrastructure investment has been lagging actual needs for over 2 
decades.  Critical infrastructure continues to age.

• Financial projections indicate that securing and/or allocating needed 
funds will be more difficult going forward, not easier.

• Therefore, we must transform our thinking and work to promote 
the strategic importance of properly funding our facilities.  
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ASHE HFM Magazine
Look in May Edition
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Strategic Asset Management (SAM) involves the 
management of the maintenance of physical assets of an 

organization throughout each asset's lifecycle.

People, Process, Technology

AKA:  Enterprise Asset Management (EAM)
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Finance 101



Brightly Software Confidential, Copyright 2022

Facility
Leader

CFO
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They Don’t Get It!

But, Why?

Because facilities are managed as cost centers.

The C-Suite…
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What is a Cost Center?

• “A cost center is a function within an organization that 
does not directly add to profit but still costs money to 
operate, such as the accounting, HR, or IT 
departments.”

Source:  https://www.Investopedia.com/terms/c/cost-center.asp

https://www.investopedia.com/terms/c/cost-center.asp
https://www.investopedia.com/terms/c/cost-center.asp
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What is a Cost Center?

• “The main use of a cost center is to track actual 
expenses for comparison to budget.”

Source:  https://www.Investopedia.com/terms/c/cost-center.asp

https://www.investopedia.com/terms/c/cost-center.asp
https://www.investopedia.com/terms/c/cost-center.asp
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What is a Cost Center?

• “The manager for a cost center is only responsible for 
keeping costs in line with budget and does not bear any 
responsibility regarding revenue or investment 
decisions.”

Source:  https://www.Investopedia.com/terms/c/cost-center.asp

https://www.investopedia.com/terms/c/cost-center.asp
https://www.investopedia.com/terms/c/cost-center.asp
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What is a Cost Center?

• “A cost center indirectly contributes to a company’s 
profit via operational excellence, customer service, and 
enhanced product value.”

Source:  https://www.Investopedia.com/terms/c/cost-center.asp

https://www.investopedia.com/terms/c/cost-center.asp
https://www.investopedia.com/terms/c/cost-center.asp
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“Price is what you pay, value is what you get.”

Warren Buffet
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Challenge Questions

Does your non-facility leadership understand the 
work that you do?

Does your non-facility leadership understand the 
value of the work that you do?
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Sales 101
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A sale is a transaction between two or more parties in 
which the buyer receives tangible or intangible goods, 

services, or assets in exchange for money.

Source:  https://www.Investopedia.com/terms/s/sale.asp

https://www.investopedia.com/terms/c/cost-center.asp
https://www.investopedia.com/terms/s/sale.asp
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Value-Based Selling

1. Conducting Research:  “…placing the needs of the prospect first in order to make a sale.”

2. Being Approachable:  “…genuinely place the needs of the client at the forefront of the 
process.”

3. Demonstrating Value:  “…the sales professional should be able to articulate their 
understanding of the client’s needs…”

4. Offering Educational Resources:  “…includes walking the client through the specific ways that 
the product will help elevate their business.”

5. Not Forcing a Classic Sales Pitch:  “Value-based selling relies on research and organic 
conversation.”

6. Tailoring the Process to the Prospect:  “…be prepared to address the client’s most pressing 
questions – and to prioritize those over the points the salesperson is prepared to discuss.”

7. Adding Consistent Value:  “…focus on demonstrating value in some capacity every time they 
connect with their clients.”

Source:  https://www.decisionlink.com

https://www.investopedia.com/terms/c/cost-center.asp
https://www.decisionlink.com/
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RFP

Value-Based Selling
Isn’t Easy

(De)Value Engineering
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Feature
Advantage
Benefit
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Example
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In Summary…

What is it?

What does it do?

Why is it important?

What is the RISK or IMPACT if it fails?

How  does it align with other initiatives?
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Buckets
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General 
Operations

Energy
Asset Operation

System Monitoring
Administration

OPEX

Compliance

Rounding
Inspection

Testing
Maintenance

Administration

OPEX
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Asset Failure
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Inefficient
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Deferred
Maintenance

Reducing the Life
Cycle of the Facility

Accumulating and 
Compounding RISK

FACILITY DEBT

• Infrastructure assets that have exceeded industry expected 
useful life based on age and/or condition.

• These assets are not in imminent failure mode, but indicate 
an accumulation of risk, and should be evaluated carefully 
for renovation and/or replacement.

• Communicating the objective reality of deferred 
maintenance is not to be feared.  It is a continuous reality in 
any facility.

Deferred Maintenance Defined



Brightly Software Confidential, Copyright 2022

Preventive 
Maintenance

(RCM)

Inspections, 
Calibrations, Service 

Planned
Administration

OPEX

Planned 
Replacement

New Assets
Asset Upgrades

Efficient Spend
(Supply Chain)

CAPEX

Investment to Protect or
Enhance Operations

DISCRETIONARY $0 in Green Buckets

Q:  Is this good or bad thing?
A:  Maybe.
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or wrong answer.

Simply put, in either case, it is OUR fiduciary 
responsibility to inform the CFO as to the true 
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Fixed Cost

Unplanned Variable Cost

Planned Variable Cost
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Mandatory Variable Costs

Discretionary Investments

Reduce Costs ??

Increase Revenue

BUDGET

Mandatory Fixed Costs
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Creating a Value Chain
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Transparency Leads to Credibility

Educate Your Customer
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Dallas Campus

• Level I Trauma Center

• 1.5 Million Square Feet 

• 13 Levels + Basement

• Built in 1963

• 490 Beds

• 23 Operating Rooms 



Brightly Software Confidential, Copyright 2022

Compliance Cost Examples – First Cut

Eyewashes $4,508.00

Rated Openings $28,105.00

Fire & Smoke Dampers $49,296.00

Elevator Maintenance & Testing $45,355.00

Water Management $4,255.00

Ventilation Requirements $46,240.00

Boilers Maintenance & Testing $19,244.00

Joint Commission Accreditation $120,000.00

Life Safety Assessments $79,705.00

3 FTE's $273,000.00

Rounding $13,104

EOC Committee $10,384

Emergency Power $35,844.00

Annual/Triannual Generator $56,000.00

Exit Signs $8,100.00

Emergency Lighting $2,088.00

LIM Panels $28,348.00

Backflow Preventers $9,480.00

UST/AST $10,500.00

Medical Gas & Vacuum $15,975.00

Fire System $727,503.00

Lightening Protection $6,850.00

Tie-Offs $12,300.00

Ice Machines $21,896.00

Fire Extinguishers $36,000.00
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$4 
22%

$3 
17%

$2 
11%

$4 
22%

$5 
28%

Operational Budget $/SQFT

Energy

TOTAL Compliance

Preventative Maintenance

Management

Corrective Maintenance
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Credibility Leads to
VALUE

Engage Your Customer
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Value Chain

Diesel Fuel Filtration

Testing and filtrating the 
fuel protects the 
generators 

Generator Testing & 
Maintenance

Testing & maintaining 
the generators helps to 
ensure emergency 
power will be available 

Emergency Power

Emergency power 
protects operations 
during a loss of normal 
power

Accreditation Requirements 

Testing and maintaining 
the diesel fuel and the 
generators is required to 
maintain compliance

CMS Reimbursement

Maintaining compliance 
is required to receive 
federal funding
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Creating a Value Chain

Macro Data 22,300,000 SQFT - 29 Accredited Hospitals + Non-Acute

Number of Fuel Tanks 114 of All Sizes, Shapes and Capacities

Total Amount of Fuel 426,632 gallons Value Multiplier (ROI?)

Fuel Treatment @ $0.13 Per Gallon All In 55,462$                $0.002 per SQFT NA

Replacement Cost of Fuel at $5/gallon 1,706,528$          $0.077 per SQFT 39

Total Replacment Cost of Assets Utilizing Fuel 67,043,186$        $3.06 per SQFT 1530

Total Liability/Revenue Impact ????? $$$$ per SQFT Infinite

XYZ Major Health System - Diesel Fuel Value Chain
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Macro Data 1.5 Million SQFT Single Campus

Number of Fuel Tanks 1 Large CUP Tank, 2 Auxiliary Tanks, 5 Day Tanks

Total Amount of Fuel 22,590 gallons Value Multiplier (ROI?)

Fuel Treatment @ $0.13 Per Gallon All In 2,937$                  $0.002 per SQFT NA

Replacement Cost of Fuel at $5/gallon 112,950$              $0.075 per SQFT 38

Total Replacment Cost of Assets Utilizing Fuel 7,540,912$          $5.03 per SQFT 2568

Total Liability/Revenue Impact ????? $$$$ per SQFT Infinite

Single Campus - Diesel Fuel Value Chain

Creating a Value Chain
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VALUE Leads to
Inclusion

Partner With Your Customer
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Mission, Vision and Values
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Mission, Vision and Values
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A New Bucket - Sustainability

Environmental, 
Social and 

Governance 
Investment

(ESG)
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“If you don’t know where you are going, you’ll end up 
someplace else.”

~ Yogi Berra
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Questions?
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Mark Mochel, MBA, CHFM, PMP, ACABE

Strategic Account Executive
Brightly, a Siemens company
Phone:  616-914-2246
Email:  mark.mochel@brightlysoftware.com
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Thank You!
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