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Today’s Agenda & Learning
0bjectives

\ \ =0 We will provide operational performance improvement ideas coming
l]—ﬂ-[l out of the pandemic

I Case studies and how to apply improvement initiatives from other

hospitals within your organization

£ Understanding trends that could disrupt your organization in the
coming months and how to prepare your organization in advance

Everyone needs a trusted advisor. BKD
Who's yours?



CU

BKD’s Health Care Portfolio:

1,150 Hospitals and Health Systems

* 1,030LTC & Senior Living
* 290 Physician Groups

« 325CHCs

* 300 Home Care & Hospice
« 250IDD & BH

All representative clients are proprietary & confidential

sing National Perspective Through a Local Lens

Eeeds'\;)ucr!g I i Uni v Health Aultman Health System
rea Medica ndiana University Health The Christ Hospital
PeaceHealth i i

Center Franciscan Alliance Blanchard Valley Health System

Eskenazi Health

Billings Clinic

SW Vermont
Rutland Regional
North Country

SSM Health
Central Maine

OHSU
Dartmouth

Fairchild Medical Center s Bronx Care Health System

Hartford HealthCare

Penn State

Washington Regional

Denver Health Carilion Clinic

Valley Health

University of Kansas Hospital Authority
Coffeyville Regional Medical Center

MNorton Healthcare

Cottage Health
McLeod Health

INTEGRIS Baptist
Medical Center
Oklahoma University
University Health
Baylor Scoft & White
Cook Children's
Parkland Health
University Health System
JPS Health Network
Harris Health System

Baptist Health
UAMS NMHS
St. Dominic’s
Forrest General

SSM Health Baptist Health Care

University of Missouri Health Care
CoxHealth
North Kansas City Hospital

Everyone needs a trusted advisor. BKD
Who's yours?




BETTER TOGETHER | CLIENT-CENTERED IN EVERY WAY

Increased
investments to
+ deliver world-
class client
experiences
Expanded . Enhanced
. . . . geographic " platform to
Two Leading Accountlpg Firms ]om Forces to B dusiy | g o
Create 8™ Largest National Professional e Saional ) 7 tamiop

Services Firm

* Builds a national firm with $1.4 billion in revenue, uniquely
positioned to deliver outstanding opportunities for team
members and clients. Greater T

* Merges two, well-established firms with strong operating < : |l

histories spanning nearly 100 years. leadership, tools, ' innovative

" . . . & resources l solutions
* Positions the firm for continued growth, expanding the il
breadth of services available to each firm’s current client i
bases while deepening the resources required to serve focused on
larger private and Fortune 1000 advisory clients. sposalized
solutions

Effective June 1, 2022



BKD - DHG

S$1.4BN

in revenue

8th

largest US firm

UNITED
KINGDOM

530+

partners & principals

5,400+

team members

69

markets

21

states + UK & Caymans

CAYMAN ISLANDS

i

Effective June 1, 2022



Operational and Strategic
Improvement ldeas Coming Out
of the Pandemic



Current Operations are Unfavorable

VOLUMES % CHANGE

Discharges
Adjusted Discharges
Patient Days

Observation Patient Days as a Percent of Patient Day

Adjusted Patient Days
Average Length of Stay
ED Visits

Operating Room Minutes

Unless noted, figures are actuals and medians are expressed as percentage change

&
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&
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Mar-21 Apr-21 May-21

Seron: Matkveal Hossieal Rash Regort [March 2002)

-1.7% -7.6%
-1.3% -0.6%

0.8% -13.3%
-4.3% 19.4%

0.5% -7.6%
11.3% -5.3%
-9.9% 17.4%
-4.9% 6.5%

Kaufman Hall Dperating Margin Index”™ ¥TD by Month

Jun-21 Jui-21 Aug-21 Sep-21 Oct-2
B Withowt CARES With CARES

Source: Kaufman Hall National Hospital Flash Report March 2022

Year-Over-Year Year-Over-Year 2020

20%

-0.3%
0.6%
3.9%
1.5%
5.2
3.6%
7.2%
3.7%

Jan-22

-13.7%
-10.8%
-4.7%
-10.1%
-4.7%
12.6%
-21.4%
-5.4%

Feb-22

Aumuals. Year-Jver-t ear Chan pe
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Operating EBITDA Margin Less CARES
Year-Owver-Year % Change vs Budget Variance
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@ Great Macs B wsoverss B erDheasttd e-selariic B Sosh O wes

Everyone needs a trusted advisor.

Who's yours?




What
happens to
your
financials
when the
Stimulus
goes away?

Florida Health System (in thousands)

Rewenues, Gains, and Other Support Without Donor Restrictions
Patient service revenue
Other revenue
Net assets released fromrestrictions used for operations
Total revenues, gains, and other support
without donor restriction

Expenses and Losses
Salaries and benefits
Supplies
General, administrative & other
Purchased services and professional fees
Depreciation and amortization
Interest
Total expenses

Operating Income (Loss)

Other Income (Expense)
STIMULUS - State & Federal
One time gains (losses) due to weather related events
Investment return, net
Other

Total other income (expense)

Excess (Deficiency) of Revenues Owver Expenses

12 Months 12 Months 3 Months 3 Months
2021 2020 12/31/2021 12/31/2020
$ 650,347 15% $ 564,075 $ 171,120 11% $ 153,519
77,530 54,034 19,237 17,542
1,434 1,704 174 255
729,311 " 18% 619,813 190,531 "11% 171,316
353,619 10% 321,268 87,991 3% 85,650
186,580 18% 158,076 49,746 11% 44,943
77352 1% 72,370 20,978 20% 17,502
70,393 33% 52,891 26,347 83% 14,361
32,847 31,104 8,204 8,248
6,142 11,593 1,463 1,598

T nprAnn F

726,933 " 12% 647,302 194,729 "13% 172,302
2,378 7 0% (27,489) " -a% (4,198) "-2% (986)

13,500 14,000 5,137 1,407
713 (2,250) 1,080 125
12,814 3,049 6,951 5,521
(4,139) (8,184) (1,678) (1,634)
22,838 6,615 11,490 5,419
$ 25,266 $ (20,874) $ 7,292 $ 4,433

Everyone needs a trusted advisor.
Who's yours?




Short and Long-term Challenges Remain

[ 59

Manage capacity, staff Stabilize financials, Adjust to new consumer Address changing
resiliency through recover volume behaviors, preferences health status, equity
remaining Covid-19 surges

NEAR TERM LONGER TERM

Sollce: AUEOTTE Everyone needs a trusteq advisor. BKD
Who's yours?




Do you have a COVID Funding Strategy to
Maximize Funding Sources?

| Why is a COVID grant strategy important?
| Historical health care focus to maximize reimbursen

services provided (government payors, commercial instit
etc.)

COVID reimbursement opportunities will expire eventually

Everyone needs a trusted advisor. BKD
Who's yours?



Your COVID Funding Strategy

COVID-19 Expenses

PPP; orOther'kederal;
State, Local GOVID
Grants

Reporited Provider Relier:

= EEMA Potential
Expenses

Everyone needs a trusted advisor. BKD
Who's yours?




Expenses Likely to Remain Elevated

Expense growth per
adjusted discharge (January

Costs have risen due to... 2019-January 2022) Future outlook
*  Significant sign-on and retention bonwses required given
shortages brought on by early retirements, higher reports of Elevated costs dus to bumout, salary
Labor “burmout.” and highly-inflated salary expeciations 1 9 (V inflation, and labor shortages;
*  Premium labor required to adequately staff during surge 0 premium labor costs will ikely decline

periods (especially in the ICU)

* Instability and unpredictability in the global supply chain Volatility in demand, continued Cowid-19
Supply chain resulted in shertages, stockpiling, and price increases 2 1 (y admissions, global supply chain risks, and price
* Longer lengths-of-sfay raises per-discharge supply cosis 0 inflation will keep supply expenses elevated

Covid-19-related drug use will likely drop,

- *  Drug spending rose significantly due to utilization of new standard- - N
Prescription of-care freatments (such as oral antivirals and monoclonal antibody 0 .bm pharmaceutical company price .

drugs treatments for Covid-19) and longer lengths-of-stay O increases and new-to-market drugs wil

keep expense growth elevated
Non-operating . Huspilgls e:{pa!nl:led anl_:h'ur renovated phj.'_sical infrastr!.lcture tn.treat and IT and fan:ilitg.r-relatgd EXPENSES May be B
T immunize Covid-19 patients safely alongside non-Covid-19 patienis 0 necessary for providers to remain compefitive,

Expenses.{ = (Capital investments have mostly resumed after being put on hold early in 2 O /0 but a5 3 more conirollable expense category,
_and physical the pandemic; additional investments (and continuing operating expenses) degree of expense growth will vary widely
infrastructure) are planned to enable telemedicing, home care, and remote work across providers based on financial performance

Everyone needs a trusted advisor. BKD
Who's yours?




Labor Challenges

96% of
professionals
say they want
flexibility

47% say they
have flexibility

Employees
without access
to flexibility are
2X more likely

to be
dissatisfied

50% of
employees
would leave if
offered more

flexibility

Change in employment by setting compared to February 2020

4% Aprl 2021 July 2021 October 2021 February 2022
20g 2.5%
0% 0.9% ~ o ' '
-2% -1.5% o— —0 o 0 2.0%
-4%
-6%
-6%
10% | -9-80%
12% \\.'/,,’« 11.8%
-14%
Ambulatory care =O=Hospitals =—MNursing/residential

Job quits hit all-time highs in all sectors, including health &
social assistance

Cumulative % change in job quits since February 2020, by month, health & social assistance jobs, and all jobs

— Alljobs — Health & social assistance jobs

Feb Apr Jun Aug Oct Dec Feb Apr June August
2020 2020 2020 2020 2020 2020 202 20 202 2021

Note: "All jobs*® includes nonfarm jobs only

Petersan-KFF

Health System Tracker

Source: Bureau of Labor Statistics Job Openings & Labor Turnover Survey (JOLTS) - Get the data - PNG

Everyone needs a trusted advisor. BKD
Who's yours?




Staffing Firms & Impact Labor Market

670/ surge in advertised pay rate for travel
O nurses between 2020 to 2022

Total agency labor & traveling labor expense as a
percentage of payroll
n=143 provider organizations, FY2021 median

9.6%

2.0% 2.3% g

1.6% 1.7% 1.6%

2015 2016 2017 2018 2019 2020 2021

As nursing staff gravitate to higher-paying agency
work, critics scrutinize practices as “opportunistic”

“Rural hospitals losing hundreds of staff to high-
paid traveling nurse jobs”

NBC News, September 2021

“Agencies are exploiting desperate situation for

personnel by inflating prices beyond reasonably
competitive levels”

AHA and AHCA/NCL letter to White House, January 2022

Everyone needs a trusted advisor. BKD
Who's yours?




Workf() fce The Big Dilemma: Investing in staff to grow volumes or
keeping labor costs low to improve margins?

Labor cost ranges from 45% - 60% of NPSR

Labor Salary increases now “baked” into operations

Todal Salaries $70,045,83 ; . ;
Total Contract Labor 4,936,189 High turnover rates are costly and time consuming
Todal Frinpe Bamnelits S13.710,005 .

Tola Labar Cost 480,692,004 Phasing out contract labor

Labar Ratie 531

Mumber of Employess (FTE ) BXa

Flexibility and redefining of the term “productive”
|

Outsourcing of non-core functions

Span of control
LABOR RAMGE - 5% LABOR FAMNGE - 65%
§75, 0 F1.965.70 $908.512,394.90 $13.568,062

RIS —— Rebasing and Monitoring Productivity

COVID impact on benchmarking, units of
service, and drivers of variance

Everyone needs a trusted advisor. BKD
Who's yours?




2021 Workforce Case Study: Mid-Sized
Hospital, Colorado

Annualized Salary Expense Reduction of $5.65M (7% improvement to bottom line)

453 Total Paid FTEs in PayPeriod 5, FY2022 (Started at 540 15% reduction)

FTE Comparison

550.0
500.0
450.0 L & Y e RE Ty L PP P e ———— - -———
400.0
v 350.0
= 300.0
L. 250.0
200.0
150.0
100.0
50.0
0.0
BENCHE IGHT
DToraL SIZING  PAY PAY PAY PAY PAY PAY PAY PAY PAY PAY PAY PAY PAY
pap  TOTAL PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD PERIOD
PAID 19 20 21 22 23 24 25 26 1 2 3 4 5
FTES
FTES
B TOTAL PAID FTES (EXCLUDE PHYSICIANS) 477.2  453.2  462.2  480.5 4648 461.6  463.8 4452  468.8 4452 4399 4489  460.5  459.3  453.1
m TOTAL PRODUCTIVE FTES (EXCLUDE PHYSICIANS) 397.7 413.4 4027 4203  422.0 3672 4298 3871 3740 400.7 4023 4123  405.8
= TOTAL NON-PRODUCTIVE FTES 64.6 67.2 62.1 41.2 41.9 77.9 39.0 58.1 65.8 48.2 58.2 47.0 47.3

Everyone needs a trusted advisor. BKD
Who's yours?




Non-Labor Cost Management

The supply chain for most health systems is vast and complex. However, with

the right strategy and skills, it can be leveraged to generate reliable savings.

Average cost reduction initiatives increase margins by 1% to 3.5% of NPSR.

Common Iinitiatives include:
Med/Surg supplies
Medical devices
Pharmaceuticals
Food & nutrition Salaries 46%

Lab reagents and blood
Employee benefits
Utilities

Biomed Other 6%

Technology
Purchased Services

(] \

Supplies 17%

Purchased
Services 13%

Employee
Benefits 11%

Capital 7%

Everyone needs a trusted advisor.

Who's yours?



The Art of the Deal

75%| LessCostly | | Experience shows
Substitutes negotiating can
S garner 300% more
Utilization . .
Supply Cost B Reduction - than.po.pular thinking,
Reduction Eliminating with incremental
ass|  Vaste savings of $3.75M on
average for those who
25% invest in these
Total Savings [ Standardization savings (based on a
Opportunity
Cost 100M-200M NPSR

hospital)

Reduction

L% Better

Negotiatin
Logistics - =

75%

Everyone needs a trusted advisor. BKD
Who's yours?




Cost Management Myth: GPOs

Category % of | Total 5 | GPO 5 | % Covered | | Outside GPO | Complement GPO Replaced GPO
Salaries - Exclude 46% 5 92,000,000 M M
Furniture 5 18,000 Plastic/Paper 5 28,000 Office Supplies 5 132,000
Supplies 17% 34,000,000 14,960,000 44% Maint. -Clin(2) 96,000 Bed Rentals 126,000 Forms 63,000
Purchased Services 12% 24,000,000 2,380,000 12% Cleaning 10,000 Radiclogy (4) 165,000 Surg-Ortho (3) 217,000
Employee Benefits 11% 22,000,000 - 0% Telecomm 89,000 Lab (5) 208,000 Surg-Cardiac(4) 128,000
Capital 7% 14,000,000 1,680,000 12% Maint.-Bldg (2) 37,000 Surgery (4) 86,000
Other Costs 7% 14,000,000 1,120,000 8% Cardiac (3) 110,000 Surgery (6) 123,000
54% $ 108,000,000 & 20,640,000 19% Surgery (8) 168,000 Dietary 91,000
Dietary (3) 31,000
Total Operating Expense 100% S 200,000,000 Agency (6) 306,000
Other 207,000
29 Contracts 5 1,072,000 22 Contracts 5 827,000 9 Contracts 5 540,000
[total savings $ 2,439,000

Source: HIDA and Arthur Andersen Everyone needs a trusted advisor. BKD

Who's yours?




Ot h er CO St ltem Benchmark
Pens 118 $9.99  $0.06 0.46 $0.07
Man agemen i |\/|yt hs Binders 8 w9 0% 56 710
Staplers 29 69.99 1.97 15.90 2.75
“All savings are in Markers 51 1.98 0.25 0.58
standardization. Without Highlighters 26 105012057
physicians support we can’t Post-Its 42 359 023 084
move volume to provide win-win -
incentives” Description Old Price Old Spend New Spend
“Salf contracting is futile. OnIy a Dart 8 oz foam cup $ 12.04|$ 6,287.05|$% 11.23|$ 5,862.06 (3 424.99
few percentage points are
avai|ab|e, if any...we have less Tyco 30x36 black liner (now HD 24x33)| $ 21.01 [$ 23,275.23|$ 18.60|$ 20,608.80 [ $ 2,666.43
volume than GPOs” Tyco  |38x58 Xhwy liner $ 1739 |$ 1822212 |$ 957|$ 10,029.36 | $ 8,192.76
Tyco  [40x46Red Printed Liner $ 1532|$ 355348 |$ 13.37($ 3,101.84|$ 451.64
“Contracting for high technology |cp  |Natural mutifold towel $ 12.83|$ 38,364.00|$ 12.39|$ 37,046.10 | $ 1,317.90
areas is a waste of time” GP Natural singlefold towel $ 13.42|$ 483.00|$ 12.39|$  446.04|$ 36.96
“I don’t have the resources to $ 77,004 |$ 13,001

generate savings on my own’

Everyone needs a trusted advisor.
Who's yours?

15%




Recent Non-Labor Case Studies

$4.5M savings from GPO comprehensive competitive 30% - 40% savings in physician preference
review process categories of: total joints, trauma and

: _ _ neurostimulators
Pharmacy redesign and therapeutics committee

implemented new protocols and controls $464,000 in ED revenue charge capture
Biomed and IT eliminated 23% of cost ($MM) through New GPO affiliation reduced med/surg costs
negotiations and eliminating non-value add services by 22% (over $1M annually)

Purchased Services redefined service delivery Supply costs down more than 7.5% as
models in security, housekeeping, dietary, and volumes increased 10%

facilities to increase service levels and decrease _ _

costs Reversed years of negative margins to

breakeven for FY20
Redefined operational approval and capital financing -
processes. $3.5M savings in 1%t year

$32M savings in 9 months with $12.5M savings in
non labor.

Everyone needs a trusted advisor. BKD
Who's yours?




Recent Non-Labor Case Studies

$498,000 savings with incumbent GPO

Reduced PPI $240,000 without a change in
supplier or products

Reduced reference lab costs by more than
33%

Reduced property tax by $135,000
Revenue cycle enhancement of $527,000
Facilities and utilities savings of $93,500

$2.1M savings in 1st year with 8:1 ROI in
following years

Change in GPOs was not preferred due to internal staff
changes. Savings of $400,000 achieved through coloration
with incumbent to optimize offering.

Worked with physicians on preference items to reduce costs
with shoulders and implement protocols

Opportunities found to increase retail capture of 340B
prescriptions. Software setup errors and orphan drug errors
corrected and rebillled. Savings $750,000.

Pharmacy Benefits Management had been renegotiated
twice in the past two years, yet J-Code rebates were still
withheld. Savings achieved with the incumbent totaling
$260,000, or 25%.

Reduced rates of collection agency 28% while increasing
liquidation rates by 38%. Savings over $600,000.

$1.8M savings as of Q1 2022

Everyone needs a trusted advisor. BKD
Who's yours?




Denilals Heard Around the Country

“There’s a big increase

e 1 : in overall denials”
It's like playing “[The payer] takes the most

whack-a-mole” stringent government policies,
Q overlays their own criteria, and then
. . . adds more criteria to have more
n ﬁ 2 ') reasons to deny the claim”

“It's time, it’s energy, it’s effort.
It’s relentless”

“We’re undoubtedly seeing a huge uptick in
denials, and they’re getting harder to overturn”

“I've needed a way tougher
“Just when you thought approach to appeals”
you have it all figured out,
things change”

Sollce: AUEOTTE Everyone needs a trusteq advisor. BKD
Who's yours?




Top Revenue Cycle Opportunities

Front

Patient liability strategy

Pricing

Payer contracting

Middle

Status determination

Post-COVID LOS management

Back

DERIES

A/R Management

Millions

100
90
80
70
60
50
40
30
2

o

1

o

Denial Stats
3.3% hospital net revenue lost due to claim denials
9% of total hospital claim charges submitted
receives an initial denial
« $118 avg to formally appeal denied claim
« Negative patient experience

Unbilled  O- 31-60 61-90 91-120 121-150 151-180 180+

H 2021 m2020 m2019

Everyone needs a trusted advisor. BKD
Who's yours?




Meet Your New Consumer

Profile of the “peri-Covid-19” consumer

More Financially More Sicker
fearful insecure experienced
41% of U.S. adult 50% of consumers 29% of consumers used a 32% of consumers
consumers reported who lost their jobs virtual visit during the said they have skipped
delaying medical care due to Covid-19 were pandemic compared to 19% routine care (including
due to concerns over still unemployed in before the pandemic annual check-ups) due
Covid-19" late September? to Covid-19
Certainty Permanence
of impact of impact

Sollce: AUEOTTE Everyone needs a trusted advisor. BKD

Who's yours?




Reas S eS S I n g 5-year growth outlook favors ambulatory providers

Payer pressures fueling shift from IP to OP/Ambulatory settings

Service Portfolio |[EEtrectrpsas
&_ Settl n g S Significant competition in OP/Ambulatory space

HOPD revenues at risk

Inpatient volume growth, 2021 — 2026 Outpatient volume growth, 2021 — 2026
overal 115 | Overall I 3%
_ _ Cardiolo 3%
Cardiac services 1.2% & 8.3%
o Vascular 12.1%
General Medicine 2.1%
E&M 6.0%
- 0
General Surgery 0.8% General. .. 1,70
Neurosurgery 9.3% Oncology 2 994
Oncology -3.4% Orthoped... 10.0%
Spine -2.3% Spine 11.6%
Orthopedics -5.7% Radiology 4.1%
Obstetrics -4.9% Psychiatry 18.7%

Everyone needs a trusted advisor. BKD
Source: Advisory Board Market Scenario Planner Who's yours?




Home Care

HOME-BASED CARE

Shift Drivers Percentage of inpatient volume that

Inpatient medical could shift to Hospital at Home*

admissions are shifting @
from the hospital to the
home setting Policy and Purchaser Innovation Provider
regulation preference competition
% Reimbursement Technology to archestrate <I% _
\ through CMS" Acute logistics and determine Current B-year Patential

Inpatient Hospital Care at Home patient eligibility orojection

medica Program waiver N l
admission Payers I arrangements I

Hame negatiating bundled hetween health Represents approximately 162

DRGs, 10.5M inpatient admissions,

sayments and reduced systemns and home
Py d and $82B in inpatient revenue

DRG rates for coverage care companies

Source: Advisory Board

SoUrce ALECr e Everyone needs a trusteq advisor. BKD
Who's yours?




Telehealth Utilization Remains Elevated,
has Room to Grow

Future telehealth utilization depends on:

Consumer preference

DATA ANALYSIS - Will consumers continue to use telehealth if an in-person

provider is deemed equally safe and accessible?
Y
2 6 cy Of feasible outpatient visits that - Would consumers pay a premium for accessing their
0 could be performed virtually providers virtually?
1 1 (y Telehealth visits as a percentage % State and federal actions
O  of total visits as of 5/7/21 Tim - Which active bills and proposed expansions under Medicare

will end up permanent teleheatth policy after the public health
emergency expires?

= Will Medicaid agencies continue to cover telehealth?

Among clinicians, behavioral health specialists had the
highest increase in telehealth visits. In 2019, only 1% of @ Favorability of economics
visits to behavioral health specialists were telehealth; k)

- How many states will pass payment parity laws for
in 2020, the percentage jumped to 38.1%. By the end private insurers?

of 2020, telehealth visits to behavioral specialists were - In non-payment parity states, what will private payer
. . . reimbursement look like?
as common as in-person visits.

Pandemic, January 25, 2022, Tracker, Chartis Group, January 2022.

Source: Telehealth Adoption, JAMA “Increased Use of Medicare Telehealth During the Everyone needs a trusted advisor
Who's yours? BKD
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bkd.com/hc | @BKDHC & T

The information contained in these slides is presented by professionals for your information only & is not to be
considered as legal advice. Applying specific information to your situation requires careful consideration of
facts & circumstances. Consult your BKD advisor or legal counsel before acting on any matters covered.

CPAs & Advisors



