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Webinar Logistics

 Audio is muted for all attendees.

* Select to populate the - to populate the chat feature on the bottom right
of your screen. Please use either the chat function or raise your hand o

e WELCOME
on the bottom of your screen to ask your question live. |

* 170

* Presentation slides and recordings will be posted shortly after the session
at: https://www.ohsu.edu/oregon-office-of-rural-health/critical-access-
hospital-programs.
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John Dao is a partner in Wipfli’s health care facility and capital planning
group. With over two decades of consulting experience, he has worked
across the country, assisting health care clients to plan and finance
new facility developments and renovations. John also leads Wipfli's
health care provider compliance and reimbursement services and
serves on Wipfli’s board of directors.

John’s career has spanned a wide breadth of hospital and ambulatory

settings, ranging from large academic hospitals and integrated delivery

systems to small regional and critical access hospitals. His consulting

experience has taken him all over the U.S., as well as internationally.

Combining this broad base of experience with strong analytical skills

and a solid understanding of efficient health care operations/design g

enables John to quickly and competently match clinical/business needs
with effective, creative solutions.
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State of Rural Healthcare




Many rural hospitals were initially constructed in the “Hill Burton” era of the
late 40s and 50s; facilities approaching end of life as financial pressures mount

Closure of many

rural hospitals COVID-19 pandemic

. follovving begins and
implementation of massively impacts
PPS the healthcare

reimbursement
rates; Congress

industry; highest
numlber of rural

authqrizes hospital closures
additional (19) since 2010
programs

Congress
authorized the Hill-
Burton program,
which provided
federal funding for
construction of

Hospitals
constructed in the
Hill-Burton era
approaching end-
of-life while

CMS implements
Flex Program,
which allows for
cost-based
reimbursement for

public and Critical Access financial pressures
nonprofit hospitals HoSDI mount from COVID-
. pitals
in rural 19 aftermath

communities

6 Source: American Hospital Association, FLEX Monitoring Team, Kaiser Family Foundation



Factors driving rural hospital closure:

Financial constraints Smaller population base
Project cost escalation Declining/aging population
Resource constraints Provider shortages

Over 135 rural Regulatory hurdles Competition and economic
hospital facilities Access to financing realities
have closed since Declining

. Lack of re- ket
2010, with 19 closures investment hare/
in 2020 alone in facilities oatient

and services

volumes
Lack of ability to re-invest in

facilities is driving independent
community hospitals to affiliate

with larger health systems in Financial pressures
rder to access financial and declining
oraerto margins

resources

Relief funding drying up | Sequestration
Challenging payer mix Declining reimbursement rates
Rising operational costs (e.g. staffing, supplies, etc.)

7 Source: American Hospital Association Staffing shortages



Wipfli surveyed 75 rural healthcare
organizations across 25 states to learn
how they're coping. We learned that
bad news exists — but so does hope
and optimism. The majority of the rural
providers we surveyed are in good
financial health and confident about
the future.

INnsights from

leaders at rural
healthcare
organizations



Billing concerns
spiking and
investments
increasing in
technologies

Key findings

: (10

of rural healthcare said financial said they are “not likely
organizations are concerns/ at all" to consolidate or
optimistic about reimbursements merge with another

their organization’s are a significant organization.
financial viability. challenge.

/—

said cybersecurity have increased their are using Al tools.
is atop concern investment in
— up from ~50% in cybersecurity
prior years. technologiesin the

past 12 months.



Leaders say
more stable
today and more
optimistic about
the future

(o)

Rural healthcare organizations' financial stability is improving

Financial stability vs.1year ago

33% 33% 2025
2024 2025
2024
2024 19%
2025
2024 2025 2024 3%
2025
—
Much hlgher Somewhat higher About the same Somewhat lower Much lower
Financial stability vs. 3 years ago
3200
2025 2024 21%
23% 2024 2025 23%
2023 - w0 % w0 1% oy 1200
8%/ 2025 2025 1
2023
I = . . . . . i ﬁ
Much higher Somewhat higher About the same Somewhat lower Much lower



We understand
the challenging
decisions that
rural healthcare
providers are
facing:

n

Strategic growth
opportunities

You are seeking to
create a sustainable
roadmap for future
strategic, service line
and capital
investment that

aligns with the needs

of your community
over the next 10+
years

Aging facilities

You are experiencing
challenges with aged
facilities that
constrains the ability
to not only grow
existing services, but
to expand into new
service lines to
support the needs of
its community

Lack of a strategic
service line and
facility development
roadmap

You lack a data-
driven strategic
market plan to serve
as a roadmap to base
future service line and
capital investments in



Service a demographics, market
analygi§, and future facility needs




A customized market strategy is a crucial component of aligning facilities with

the healthcare needs of your community

Planning for the needs of your community and future growth in providers or services will
effectively position your facility project to differentiate your organization, enhance your
services, and optimize your project

N
o~y

Population served

- Understanding where your

13

patients originate from
allows the market strategy
to be tailored to your
community’s specific
healthcare needs

Service area
demographics

- Demographics provide
essential information about
the composition of a
community, which
significantly influences
demand for services

il

Market share and
utilization trends

- Market share and utilization

trends provide insight into
market dynamics and how
healthcare is being utilized
by your population to inform
strategic decision-making
regarding growth
opportunities

Provider need

- Understanding the relative

supply of and demand for
providers helps tailor growth
strategies to address unmet
needs within the
community and inform
recruitment strategies



Utilize data to drive your decision making

Quantitative
data

Objective and
discrete
information,
“hard” data
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Patient volumes

Stakeholder interviews

Market share/utilization

On-site tours/observations

Benchmarking data

Data-driven decision making engages
stakeholders, generates consensus
and buy-in, and promotes objective

decision-making

Qualitative
data

Subjective and
descriptive
information,
“soft” data



Service area population

Population
13,925

Service area definition and population I
demographic trends * s
= Define the service area and key population demographics

that impact service utilization

= Analyze historical and future estimated population, and
age demographics

= Translate future population into Population trends by age cohort
anticipated services and mAges 0-19 mAges20-44 mAges45-64 mAges65+ mBirthing Age Women
physicians needed to
) USA 33.3%
serve the community
State 31.9%
= Compare demographics and secondary e
utilization trends to state and Service Area |
. Primar
national benchmarks A C
0% 20% 40% 60% 80% 100%

15 Percentage of total population



Market share analysis and
growth opportunities

Analyze market share, influence of the
hospital’'s competitors on the market today,
and areas for targeted capture by service are,
zip code, and/or service line

Inpatient market share trends

100.0%
%0.0% o R
. (o]
80.0% 5.0% & —

5.8%
o 37%
.0%

50.0% 17.3%
[0)

wor e [N

30.0%

20.0%

10.0%

0.0%
Hospital 2 Hospital 4 Hospital 6 All others
Hospital 1 Hospital 3 Hospital 5 Hospital 7
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Current market share

Service line opportunities

Size of the bubble represents to total net new opportunity based on

current market share

100.0%

High market share, low
number of surgery cases =
limited opportunity

90.0% | ®
80.0% '
70.0%

60.0%

‘e

cology

trics/

50.0%

40.0% Low market share, high
number of surgery cases =

30.0%

20.0%

10.0%

0.0%
0 200 400

significant opportunity

600 800 1,000 1,200

Market-generated surgical cases



Population-based provider need analysis

Identify opportunities for growth based on provider gaps/shortages in the market today
based on your provider supply/productivity levels, the competitive landscape, and projected
population trends

. ) Actual market
Provider supply vs. demand (in FTES) share captured:

m50% market share 75% market share 100% market share mCurrent supply (relative to percentage oftotal
provider supply)

Obstetrics/
(o)
e 08
e —
Medicine 0
Family _
Practice 0
0.0 1.0 2.0 30 4.0 50 6.0 7.0

Full -time equivalents (FTEs)

17



Estimated impact of new 1.0 FTE orthopedic

Determine rn
impact of surgeon by productivity level
provider Sample based on productivity benchmarks from the Medical Group Management Association, 2021 data
recruitments on m25th Percentile m50th Percentile m75th Percentile
volumes 3,000
2,622

2,500
New providers 5000 170 o
generate more
downstream 1500 s 1313
referrals for ancillary 1,009

) _ 1,000 i

services like lab, o
imaging, and 500 424
surgery .

Clinic visits X-ray cases Surgery cases

18



Market-generated inpatient discharge projections

Baseline Low Growth High Growth

wn
Q
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2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Historical years Forecasted years

Market utilization trends and future volume forecast

Based on historical and projected trends, forecast anticipated volume to be produced by each
market over the next 10 years; overlay market share and in-migration growth/contraction
scenarios to estimate discharges captured by your organization

19



Volume forecast and impact on future bed and ancillary need

Translate future volumes into key rooms

under varying population and/or market
share growth scenarios

Inpatient discharge forecast
B Med/Surg mObstetrics mObservation Admissions

2,500 2,193

2,000 1,921
' 1,679 1,601

1,496
1,428 !
1500 1,397 y

1,000
500

0

2018 2019 2020 2021 Baseline Medium  High
Growth Growth

2031

20

Inpatient bed need analysis
Shortage of med/surg beds projected by 2031 under growth scenarios

m Baseline Need = Medium Growth High Growth m Current Supply

Bed need
N
o

10.0

8.0

6.0

4.0

20

0.0
Med/Surg Obstetrics ICU



Pressure -test emergency
department room capacity
under peak utilization

" Develop custom peak factors for your
hospital’s operations,and calculate
treatment room need under various
occupancy standards

Average
visits per Peak Factor
Peak Period

Hours, Day, Average visits

Month per period

Hours of the day 7:00 - 8:00 PM 0.9 1.5 1.7
Day of the week Saturday 21.7 22.8 1.1
Month of the Year July 661.4 1,051.0 1.6

Emergency Department Room
Need at Peak Occupancy

B Peak room need M Rooms at 80% of peak =Current capacity

12.0

10.0

8.0

6.0

Room Need

4.0

2.0

0.0

2020 2030
Year



Understand which services are your hospital’s “leaders” and
which services are your “laggards”™

= Com petitive shifts and Outpatient Profit and Loss by Case by

changing patientneeds have Service Line
resulted in new opportunities $3,000.00
to grow existing service lines $250000
orexpand mto new ones $;ZZZZZ
» Ifyour hospitalis in a “survive state”, $1,000.00
conducting a service line $500.00
profitability analysis willallow you $0.00 B I
to make informed decisions on ($500.00) I I I I
how to market and leverage your ($1000.00]
($1,500.00)

services to drive highermargins



Model out any new potential service line offering before you
begin offering it
New service offerings should be carefully vetted beyond an internally-generated

pro forma to ensure that I)there 1s a market need forthe service;and 2)the
service wont drive the hospitalinto the red

Case study: Gastroenterology = = = = =2

Revenue:

Net patient service revenue $ 1281921 $ 1343857 $ 1,398,757 $1,447,844 $ 1,498,894

Po pu lation-driven Total operating revenue 1281921 1343857 1398757 1447844 1498894
° Expenses:.

g astroentero 10 g 1st Salaries and wages 822,491 847,166 872,581 898,759 925721

nee d . Employee benefits 139,348 143,529 147,835 152,270 156,838

: Supplies 124,545 128,281 132,129 136,093 140,176

Purchased services 11,316 1,542 1,773 12,009 12,249

. Professional fees 2,939 2,997 3,057 3118 3,181

B cnc h m a I'k-d riven Insurance 10,415 10,624 10,836 11,053 1,274

. . .. Repairsand maintenance 50,762 51,778 52,813 53,869 54,947

C hn 1IC VISItS p cr Other 28,297 28,863 29,440 30,029 30,629

Depreciation

provider:

Total operating expenses 1,190,113 1,224,779 1,260,465 1,297,199 1,335,015

Operating Income (loss) $ 91,808 $ 119,078 $ 138292 $ 150,645 $ 163,879




Facility master
planning




Understanding the state of your facilities today, and where they need to
be in the future to execute your organization’s strategic objectives, is the
next step of the process

Translation of the market strategy into future facility needs helps define what level of project
will be most appropriate based on the state of the existing facilities, affordability, etc.

/N

Future facility needs

- Quantifying your growth
strategy in terms of visits,
providers, and services helps
accurately access your
current capacity to
accommodate growth, and
what additional facilities
may be needed to execute
on strategic objectives

25
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Existing state and
benchmarking

- Evaluating the existing

facilities helps determine
the current capacity to
address future growth, and
what challenges or
shortcomings should be
addressed in the facility
project

-
g

Facility options
development

- Once facility needs have

been identified, facility
options can be created that
address priority areas under
varying levels of
intensity/disruption,
investment, and ability to
accommodate strategic
objectives

Cost estimates

- Understanding the level of

investment required for a
facility project ensures the
project remains financially
feasible for your
organization in the long-
term



Legend [ig_!
. . maiuE;
Existing floor plan Diagnostic and =[RS el
benchmarking and Treatment P g NS S =
zoning analysis Administrative | — F‘{j K :
y L !
) Education i ;,"ﬂ‘*';‘;" T
= Conduct on-site personal edd I A = v |
tours and interviews to Support Services D ”i e )
understand: I CEEria(e 4 e et
 Utilization of space ' ¢ ;? ﬂwﬂh}c . ;la
, i i Tt o v . e
 Departmental zoning ' Sibven v
« Campus flow 3

= Calculate departmental
square footage for
benchmarking against
contemporary industry
standards

First Floor

26



High-level space
benchmarking

ldentify macro-level
misalignments in
space needs for
each major hospital
function by
comparing square
footage to
customized peer-
group industry
benchmarks

27

Square footage benchmarking analysis

Square footage distribution comparable to benchmark hospital facilities; no major
space misallocations observed

B Inpatient W Diagnosis and Treatment mAdministration m Support

46%
: :

ER Visits: 7172  ER Visits: 15084  ER Visits: 9331 ER Visits: 5878  ER Visits: 12145  ER Visits: 16972  ER Visits: 31094
Discharges: 803 Discharges: 1690 Discharges: 1023 Discharges: 1335 Discharges: 1735 Discharges: 1438 Discharges: 2919
Employees: 464 Employees: 535 Employees: 354 Employees:372 Employees: 623 Employees: 674 Employees: 651

Hospital Benchmark #1 #2 #3 #4 #5
Average

Lower

allocation of
space to

adm inistrative
/support =

more “lean”
facility

58%
44%




Departmental square footage benchmarking against
contem porary imdustry planning standards

.. Planning Variance
Existing ..
— Benchmark (Existing- % of Standard
Space (NSF)
(NSF) Standard) Comments
Su rg e ry OR1 538 580 (42) 93% No major complaints
OR2 634 580 54 109% No major complaints
— Procedure Room 213 380 (167) 56% No major complaints
_ Existing Benchmark
Available Existing DGSF per DGSF per Benchmark Total % of
Beds Space Bed Bed Total Space Variance Standard
In pa tient Inpatient (Licensed) 25 14137 565 650 16,250 (2113) 87%
Inpatient (Staffed) il 9,121 829 650 7,150 1,971 128%
. Total Space
Existing Existing Existing DGSF DGSF per Required
Treatment Department DGSF per Standard per Room Based on Total Space % of
Eme rgency Room Count DGSF Room Room Variance Standard Variance Standard
. 7 5153 736 760 (24) 5,320 (167) 97%
Total Space
. Existing DGSF DGSF per Required
Imaging Department Existing DGSF Standard per Room Based on Total Space
Im a g in g Room Count DGSF per Room Room Variance Standard Variance % of Standard
7 3,604 515 600 (85) 4,200 (596) 86%



Square footage needs by department under current
benchmarks and future growth strategies

Space shortages predicted for emergency, imaging, and clinic departments based on future growth strategies

Departmental
square fOOtage Benchmark DGSF @ Future DGSF Need mCurrent DGSF
benchmarking T 30000
against g
contemporary $ 25000
industry S
H 5 20,000
planning S
standards T
é 10,000
8 5,000 I I
0

Inpatient Emergency Surgery Imaging Clinic

29
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Facility evaluation criteria customized to what is

important for your organization

Appropriate
design for ease
of access and
egress,
operating
efficiency, and
patient safety

Facility
evaluation
criteria

Proximity based

Appropriately
on customer sized for current
needs, related and future
departments/ needs based on
functions function

“First
impression”,
positive user Overall
amenities, riorit
wayfinding, p y

privacy, etc.

Based on
holistic
evaluation of
criteria, space
needs, and
overall
contribution to
strategic vision

Customer

service



Facility
challenges are
often pervasive

Departmental issues
and challenges
should be prioritized
in alignment with
your organization’s
overall strategic
vision/areas of focus

. s s : Insufficient space to
‘ ngh prlorlty ISsue accommodate future growth;

31

() Medium priority issue providers

Shortage of kitchen
preparation, servery, and
storage space for future
Major space shortages growth
compared to industry
benchmarks; unable to

accommodate future
growth

Lack of space to support
future growth in
instruments; poor design

and workflow

Welcome desk has poor
design/visibility; undersized
clerical workspace

i

Q"‘-\‘:—\-‘_ “,'.'"
“""-“;-.;_, i

shortage of primary care



Prioritization of departmental needs

Develop priority list of areas, in alliance with the overall hospital strategy, that need to be
addressed, with appropriate justification to support decision-making

Department

Floor

At
Capacity?

Off-Site
Potential

Location

Design

Space

Customer
Service

Priority?

Comments

DIAG & TX

Therapy/Rehab

Yes

Yes

Yes

Insufficient number of provider workstations and treatment rooms; insufficient
space and poor workflow in gym area, which is shared with fitness and often
becomes crowded; separate locations for some rehab services (ex. OT, cardiac
rehab) is not ideal from an efficiency standpoint (shared registration, staff); waiting
room and registrar desk is undersized; lack of storage in clean workroom and
department overall; lack of certain therapy and fitness services requested by staff;
use of shell space not ideal due to air quality, noise

Cardiac Rehab

Yes

No

Yes

Shares space with respiratory therapy in the inpatient unit today which is not ideal;
no room for more than 4 concurrent patients between the two programs,
frequently experience congestion

Pharmacy

No

No

No

Lack of dedicated space to conduct patient consultations; no longer use
compounding room, hood could be removed for additional space; some
medication dispensing units in other departments have poor security and safety
features - new units would require additional space; location near MHC is ideal
today, opportunity to better integrate into primary care with consult space in MHC

Emergency Department

No

No

No

Space functions well today despite some storage, design, and privacy issues; staff
would prefer one room designed for behavioral health patients; design is not
conducive to triage between Convenient Care and ED, which can result in patient
confusion; infusions/injections take place in ED given capacity; opportunity to
repurpose underutilized EMS room

32



Estimate future
space needs by
key department
based on growth
opportunities
and under
different
potential facility
options

33

Square footage needs, by department

and facility option

Departmental gross square footage

120,000

100,000

80,000

60,000

40,000

20,000

104,785

Current DGSF

101,563

93,757

Proposed new hospital Proposed on-campus
option

Future DGSF Need

B Mech. & Circulation
m Support
m Education
B Administration
E Clinic
B Imaging
Em Cardiopulmonary Rehab
B Respiratory Therapy
m Chemo/Infusion
B Sleep Study
B Pharmacy
mlab
m Therapy/Rehab
B Inpatient
Total DGSF



Facility
development
and capital
investment
options

34
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Renovations to
existing building
and site

Renovations to
existing building
with expanded
site

New building on a
new site

Utilize the majority of
existing space

Renovate internally

Add “bumps” or additions
to existing facility to gain
additional space

No additional land and/or
site acquisition

Attempt to minimize
capital investment
through use of existing
space

Utilize proportion of
existing facilities

Grow site through
acquisition of adjacent
land or expansion on
existing site

Internal renovation for
certain departments
Replacement of outdated
or high-growth
departments in new
space or adjacent site
Level of capital
investment can be less
but highly dependent on
adjacent site acquisition
cost

= Complete replacement of
existing facilities in new
space and new site

» Requires acquisition of
new site (if land is not
currently owned)

» EXisting site and facility
used for other functions
or sold

= Level of capital
investment can be
viewed as significant in
the short term



EEHAB [ WELINESS CENTEF.
= RDDITION: 7,380 3Q.FT.

= FEMODEL: &.283 SQ.FT.
= TOTAL=  |3.628 3QLFT

RITCHEN
* EEMODEL:

ETB SCL.FT.

Develop facility options
based on strategic
priorities and
affordability

SERVERY
* FEMODEL: 880 S0.FT.

KITGHEN [ SERVERY | DINING
= ADDITION: 1,E80 3Q.FT.

= QOverlay future square
footage needs by
department onto
campus site plan to
determine potential
facility options

= Provide a range of oo 24 sarT
. « FEMODEL: 330 3QFT.
options to select from TOWL= 178305

based on varying levels
of intensity/disruption, .
investment, and ability AN < e e

to execute on future . Fi
growth strategies

35



Example of flexible healthcare design - dual utilization of clinical space

36




Develop high-level cost estimates for the proposed facility project to ensure
affordability and feasibility

Breakdown of cost by department across varying region-specific cost scenarios, while
providing opportunities to scale back for savings

Total Total Total project Total project Estimated Estimated
Level of Cost per Cost per construction construction Project factor cost factor cost project cost project cost
construction DGSF (low) DGSF (high) Total DGSF cost (low) cost (high) factor (low) (high) (low) (high)
Option 2: Single Addition
Dietary
Kitchen addition* Addition $285 $305 670 $190,950 $204,350 35% $66,833 $71,523 $257,783 $275,873
Kitchen remodel Remodel $220 $240 675 $148,500 $162,000 35% $51,975 $56,700 $200,475 $218,700
Servery remodel Remodel $220 $240 880 $193,600 $211,200 35% $67,760 $73,920 $261,360 $285,120
Dining addition* Addition $285 $305 1,200 $342,000 $366,000 35% $119,700 $128,100 $461,700 $494,100
Dining remodel Remodel $220 $240 860 $189,200 $206,400 135% $255,420 $278,640 $444,620 $485,040
Conference center addition* Addition $285 $305 1,077 $306,945 $328,485 35% $107,431 $114,970 $414,376 $443 455
Conference center remodel Remodel $220 $240 438 $96,360 $105,120 35% $33,726 $36,792 $130,086 $141,912
Rehab
Rehab addition* Addition $285 $305 7,350 $2,094,750 $2,241,750 35% $733,163 $784,613 $2,827,913 $3,026,363
Rehab remodel Remodel $220 $240 6,269 $1,379,180 $1,504,560 135% $1,861,893 $2,031,156 $3,241,073 $3,535,716
Clinic
MHC addition* Addition $285 $305 4,240 $1,208,400 $1,293,200 35% $422,940 $452,620 $1,631,340 $1,745,820
MHC remodel Remodel $220 $240 4,760 $1,047,200 $1,142,400 35% $366,520 $399,840 $1,413,720 $1,542,240
MHSC remodel* Remodel $220 $240 5,605 $1,233,100 $1,345,200 35% $431,585 $470,820 $1,664,685 $1,816,020
Total $8,430,185 $9,110,665 $4,518,946 $4,899,694 $12,949,131 $14,010,359

* Denotes departments that can be scaled back for financial savings
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Financial affordability
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A financial affordability analysis (or debt capacity
study) is used to establish what amount of debt

can be supported by an entity’s operations at a
given point in time

Characteristics of the analysis:

Informs board and
management regarding the
dollar size of project that is
considered affordable by
lending standards

Incorporates Medicare cost-
based reimbursement for
interest and depreciation for
new project to accurately
project affordability

Utilizes a status quo
approach based on current
operations, or can be
customized to reflect
impact of growth initiatives
on affordability

Is utilized for planning
purposes only; can be
utilized as a basis for
financial feasibility study to
support debt further in the
process



Understanding the role of cost-
based reimbursement on project
affordability

Critical Access Hospitals can incorporate
interest and depreciation into their
expense structure and be reimbursed for
part of the new capital project

= Depends on the percentage of
patients that are Medicare, the
percentage of overall space
utilized by Medicare patients, and
the departmental entity

 Higher Medicare utilization =
higher reimbursement

= |[ncreases the size of the project
that can be deemed financially
affordable

40

Cost report impact of example projects

B Reimbursed Amount mUnreimbursed Amount % of Total Reimbursed

$600,000

95%
$500,000

$24,333

$400,000

0
$300,000 77%

$62,184

$200,000

$100,000

$0
ED Renovation ED and Room Renovation
41% Medicare 50% Medicare



When thinking
about investing
in a campus or
facility, financial
feasibility is an
essential part of
the planning
process

Forecast the debt
capacity that can be
undertaken by the
entity and its impact
on cash flow and key
financial ratios

41

EBIDA ratio

2027

2026

2025

2024

2023

2022

6.6%

6.8%

9.3%

9.6%

10.3%

Debt service
coverage

2027 [ 134

2026 [ =0

2025 125

2024 [ o
2023 [ s
2022 [ -

Operating margin

2027 (8% [
2026 (1.9%) [}
2025 1.9%
2024 B e

2023 | REE

2022 | EEZ



Know your
financing
options

Consider the available
forms of financing
and what is right for
your organization
based on your project
needs and financial
performance

42
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Wide variety of
financing options
available to rural
hospitals

Each option has
Iits own process
and requirements

Determining the
best option for
your organization

USDA Community Facilities Loan
Program, the FHA 242 Mortgage
Loan Program, tax-exempt/taxable
bond financing, traditional bank
financing, and internal financing,
among others

Eligibility requirements, application
process, debt covenant
requirements, and terms of
financing

Important to model various
financing scenarios to determine
the best option. Consulting with a
financial advisor or lender can
provide insight into which options
to model based on ability to meet
eligibility criteria, existing debt
structure, and terms



Rural Emergency Hospital overview

To be eligible for REH status, hospitals must have 50 or fewer beds and either be in a rural area or
have an active rural reclassification

REHs are required to provide 24-hour emergency services, laboratory services, diagnostic
radiological services, pharmacy or drug store area, and discharge planning by qualified
professional

REHs can also provide other outpatient services such as behavior health, radiology, and outpatient
rehab. An REH may also establish a separate, distinct part unit licensed as a Skilled Nursing Facility

REHs must meet Critical Access Hospitals CoPs for Emergency Services
Cannot have per-patient averages exceed 24 hours ( individual patient stays can exceed 24 hours)
Can provide observation care and additional medical outpatient services

All covered outpatient services provided by REHs will receive an additional 5% increase in payment
of the standard OPPS rate that would be paid (none of this additional 5% would be charged to
beneficiary coinsurance)

In addition to the 5% increase, REHs will also receive an additional monthly facility payment from
Medicare. This facility payment will increase annually by the market basket percentage which is
established by CMS. The current established facility payment for 2024 will be $276,233 per month

A hospital that converted to an REH is able to convert back to their previous provider type as long
as the conditions of participation are met (problematic for necessary provider types).
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Rural Emergency Hospital overview
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REHs are not considered an eligible provider for 340B drug pricing

REH-designated hospitals can no longer provide inpatient or swing-bed care and must have a
transfer agreement with at least one Medicare-certified hospital designated as a Level | or Level |l
trauma center. (REHs can provide SNF services; however, must gain licensure and create a distinct
part unit for SNF services which may have previously been done under a hospital's swing bed
license.)

With this being a brand-new provider type there are a lot of unknowns and there could be several
changes to this provider type in the future periods

Not all states have established REH rules yet regarding REH's (15 states have legislation or bills in
place)

Hospitals that are currently operating with an inpatient unit would have to make determinations
on what to do with staff that would no longer be needed (terminations or transfers to other
locations)

Community perspective of no longer offering inpatient services and handling of employees who
would no longer be needed

REHs that would make the determination to transition back to old hospital type could have
challenges filling positions



Example of high -levelanalysis REH conversion

REH Conversion Financial

Description Impacts
Additional REH Add-On Payment $ 3,270,000
5% Addition to OPPS Payments 80,000
Loss of 340B Status (70,000)
Loss of SCH Status (130,000)
Loss of Inpatient Revenue (1,500,000)
Decrease of Expense Due to Closure of IP Unit (Includes
Overhead, IP Unit, and Ancillary) 1,240,000
CAH Increased IP, Swing & OP Reimbursement NA
Edimated Medicare Advantage Plan Impact NA
Egimated CAH Method Il Impact NA
Egimated 340B Impact NA
Edtimated lllinois Medicaid CAH Add-On and Direct
Payment Changes NA

Total Additional Income $ 2,890,000
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For Presentation

		Description		REH Conversion Financial Impacts		CAH Conversion Financial Impacts

		Additional REH Add-On Payment		$   3,270,000		N/A

		5% Addition to OPPS Payments		80,000		N/A

		Loss of 340B Status		(70,000)		N/A

		Loss of SCH Status		(130,000)		N/A

		Loss of Inpatient Revenue		(1,500,000)		N/A

		Decrease of Expense Due to Closure of IP Unit (Includes Overhead, IP Unit, and Ancillary)		1,240,000		N/A

		CAH Increased IP, Swing & OP Reimbursement		N/A		2,610,000

		Estimated Medicare Advantage Plan Impact		N/A		330,000

		Estimated CAH Method II Impact		N/A		20,000

		Estimated 340B Impact		N/A		400,000

		Estimated Illinois Medicaid CAH Add-On and Direct Payment Changes		N/A		(50,000)

		Total Additional Income		$   2,890,000		$   3,310,000







High Level Summary

		Good Shepherd Cost Report Notes

		General Note - 2020 cost report could be eligible to file for a volume decrease request could be 200-250k

		General Note - 2021 Cost report would be eligible to request a prod exemption 17.7k visits and prod standard is 21k

		General Note - 2021 only 60k of bad debts between OP and IP

		General Note - B-1 stats should be reviewed for best options if there is a change to CAH

		All provider time is assigned to professionals on A-8-2. Would need to start completing time studies for this. Also, can factor into reimbursement. Right now 1M of costs.



		REH Conversion

		Add annual REH add-on payment		3,274,392



		Add estimated 5% addition to OPPS payment from REH		84,709		E Part B Line 3



		Total REH Reimbursement Increase		3,359,101



		Less estimated loss of 340B status		(70,000)		Per Client



		Less estimated loss of reimbursement from SCH Status		(131,696)		E Part B Line 3 * 7.1% Plus Est Lab Fee Schedule *2.1%



		Less estimated loss of inpatient net revenue (Excluding Observation)		(1,502,283)		Revenue Per Wkst C Excluding Observation * Net Rev % From Overhead Cost Reduction Tab



		Add decrease of IP unit expenses due to closure (Includes wages & benefits & other expenses) (keeping on average 1 FTE per shift from existing med/surg unit to handle observations, even if done in ER, and 25% of direct expenses)		737,912		Line 30 Wkst A Col 1 and Col 2 + Benefits Estimate



		Add decrease of overhead expenses due to closure of IP unit		217,565		See Overhead Cost Reduction Tab



		Add decrease of ancillary expenses due to closure of IP unit		280,927		See Ancillary Cost Reduction Tab



		Net REH Conversion Increase/(Decrease) of income		2,891,526



		CAH Conversion

		PS&R Summary

				Gross Reimbursement				Gross Charges

		2021 Net IP Reimbursement PPS		808,097

Hort, Blake: Hort, Blake:
E Part A line 49, 50. Excluded Low volume payments on lines 70.96 & 70.97 of 200k as this will be sunsetting in future.
		PPS Settlement

		E-3 Part V Line 2 Settmement		781,907		CAH Settlement

		Report 132 		18				669

		Report 13P		2,436,851				15,593,009

		Report 12P		3,217				71,948

		Report 14P		3,008				765

		Report 135 - Fee		444,375				2,976,850		Not included on cost report

		Report 145 - Fee		112,193				1,443,867		Not included on cost report



		2021 E Part B Line 3 OPPS Reimbursement		1,821,693		PPS Settlement

		2021 D Part V Settlement		4,029,036		CAH Settlement - D Part V 40% Settlement plus estimated reimbursement on the fee schedule amounts noted above



		E-2 Settlement Line 22		431,151		To Swing Bed Impact Below



				Additional IP and OP CAH Reimbursement																CAH		PPS		Difference

				2,181,153		From MCR												IP		781,907		965,927		(184,020)

																		OP		3,466,980		1,821,693		1,645,287

				327,173		Est MCR HMO Impact - Assumed to be 15% of Traditional MCR Impact												SB		639,616		208,465		431,151

																		OP FS		493,000		319,000		174,000		+30-40% more on PS&R 135 due to PT mainly

				19,218

Hort, Blake: Hort, Blake:
Paul to check. There is 427k of OP profees on G-2. Shouldn't these be eligible for Method II?		Est Method 2 Impact																		2,066,418

																								309,963

				431,151		Estimated Swing Bed Impact

				400,000		Estimate 340B Impact - Estimated at RHC Visits and $20 per visit





				50,000

Hort, Blake: Hort, Blake:
Discuss with Paul - Little confused on the CAH add-on payments		

Hort, Blake: Hort, Blake:
E Part A line 49, 50. Excluded Low volume payments on lines 70.96 & 70.97 of 200k as this will be sunsetting in future.
		

Hort, Blake: Hort, Blake:
Paul to check. There is 427k of OP profees on G-2. Shouldn't these be eligible for Method II?		Estimated Medicaid CAH add-on payments



				(100,000)		Estimated Medicaid CAH Directed Payment/Assessment Difference

				3,308,695		Total CAH Impact







Overhead Cost Reduction

		Days Summary		MCR		MA		Total								Benefits Calc

		A&P		320		171		725								701,081		Total Benefits Wkst A Col 2

																4,004,564		Total Salaries per Wkst A Line 200

		SNF		352				426								18%		Benefits Percentage

		NF						99

		Observation						150								Total Revenue

																3,873,819		Total IP Rev Wkst C

		Estimated ER Visits						1859		Visits Per Stats						34,691,619		Total OP Rev Wkst C

		Total Days						1400								Net Revenue Calc

																38,572,273		Total Rev Per Wkst C

		Square Footage														26,313,847		Total Discounts per G-3

		74,457		Total												12,258,426		Estimated Net Revenue

		10,770		IP Department

																38.78%

Hort, Blake: Hort, Blake:
Added 7% to this due to the clinics ususally having steeper discounts.
		Net Rev %

		Should we add Nursing admin and Med Records to this?

		Overhead Reduction Calc

		44,102		Total Laundry Expense Wkst A



		16,915		Estimated Laundry Reduction Based on Days Including Estimate for ER

		149,257		Total Housekeeping Salary Expense Wkst A

		6,403		Total Housekeeping Other Expense Wkst A

		155,660		Total Housekeeping Expense



		26,295		Estimated based on Square Feet + Benefits %

		136,266		Total Dietary Expenses Salary Wkst A

		195,277		Total Dietary Expenses Other Wkst A

		331,543		Total Dietary Expense



		174,354		Estimated Dietary Reduction Based on Days

		369,355		Total A&G Salary Wkst A

		3,411,776		Total A&G Other Wkst A

		3,781,131		Total A & G Expense

				Estimated A&G Reduction based on revenue + benefits percentage

		217,565		Total Overhead Cost Reduction







Ancillary Cost Reduction

		Note: For this, I took the 2021 MCR and removed all salary expenses from Wkst A on the cost report. Additionally, I removed the depreciation and interest , and I reduced the overhead departments by the cost I already assumed would be removed from the overhead cost reduction tab to determine a true ancillary cost to charge ratio. Once this ratio was determined I entered that below and also the IP revenue and multiplied it to try and determine what the associated cost would be to the IP revenue. Removed reclasses E, G,H, M.









		MCR LN		Cost Center		CC		IP Revenue		Estimated Cost

		50		OPERATING ROOM		0.227636		3,485		793

		53		ANESTHESIOLOGY		0.009361		4,675		44

		54		RADIOLOGY-DIAGNOSTIC		0.048005		296,575		14,237

		60		LABORATORY		0.141824		574,689		81,505

		65		RESPIRATORY THERAPY		0.104163		55,819		5,814

		66		PHYSICAL THERAPY		0.011441		382,018		4,371

		71		MEDICAL SUPPLIES CHARGED TO PATIENT		0.043775		126,168		5,523

		72		IMPL. DEV. CHARGED TO PATIENTS		0		0		- 0

		73		DRUGS CHARGED TO PATIENTS		0.489511		315,774		154,575

		76		OTHER ANCILLARY COSTS		0		0		- 0

		76.97		CARDIAC REHABILITATION		5.739843		0		- 0

										- 0

		88		RURAL HEALTH CLINIC				0		- 0

		90		CLINIC		0.518619		1,760		913

		91		EMERGENCY		0.078108		154,439		12,063

		92		OBSERVATION BEDS (NON-DISTINCT PART		0.159492		6,835		1,090

										280,927		Total IP Anciallary Cost Savings







MCR Changes for CAH

		Worksheet		Adjustment Amt		Adjustment

		S-2 Line 105		Y		Added adjustment to change the cost report from a PPS to a CAH

		A-8-2		1,059,997		Adjusted line 91 expenses to all provider

		A-6				Removed Reclass J for Cafeteria and Collapsed Dietary and Cafeteria Costs

		B-1 Col 1		250		Lowered DME SQ FT to 250

		B-1 Col 2,6,7,9		0		Removed DME from MME Sq Ft

		B-1 Col 8,10,16		1400 Days		Simplified Method Stats for Laundry, Dietary, Medical Records

		B-1 Col 14		70,415		Reduced Lab by 75% for estimated reagents not ordered by Central Supply

		D-1				Updated for NF rate of 170 and NF days reporting






What could your hospital could be?
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For Additional Questions:

John Dao

Partner
Jdao@wipflicom
612.810.3472

wipfli.com

© 2026 Wipfli LLP. All Rights reserved. “Wipfli" refers to Wipfli LLP.



ORH Announcements

Next ORH Community Conversations (Register here):
o May 21 at 12 p.m. | Communities Recruiting Providers

May 14-15, 2026 | 34 Annual Forum on Rural Population Health (Virtual)
(More information here)

Oct. 7-9, Bend, OR | 43rd Annual Oregon Rural Health Conference
(More information here)

OREGON OFFICE

ORH

of RURAL HEALTH



https://ohsu.webex.com/weblink/register/r24e7590782a8a664371a6c5300168849
https://www.ohsu.edu/oregon-office-of-rural-health/forum-rural-population-health-health-equity
https://www.ohsu.edu/oregon-office-of-rural-health/oregon-rural-health-conference

OREGON OFFICE

@WRH

of RURAL HEALTH

@PPORTUNITY

Just knock.

Thank YU'

Sarah Andersen
Director/of Field Serwces
ansarah@ohsu edu 2

OHSU


mailto:ansarah@ohsu.edu
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