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Operating margin

slide

Why a X% Target?

Uses of Cash from Ops

FY 2023
Budget Bréak-even 2% 3%

s 37391 S 56.087 a.k.a. “Keep the Lights On”

Operating Income S Replace existing = 100%+

Add: Depreciation <</ 82,80 82,803 82,803
Add: Interest % 16, 16,821 16,821 !

< # $%
Cash Available from Operations, % %,524 $ 137,015 $ 155711 | hewTechnolooy
Less: Debt Payments (40,300) (40,300) (40,300) New Locations
Cash Available for CapEx/Ot $ 59324 $§ 96,715 $ 115,411 & !

Financial Stability
Cash/Invest vs Long-term Debt

72% 117% 139% Days Cash on Hand (~xxx goal)

Current OpEx = Sxx/day

Important for stakeholders to understand

Cash Available as % Depr
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% of Patients Margins Rate Lift

Hospital ~ Cost
Medicare 48% Less than inflation / \
Physician =toss M
margins

Mediciid & " compatrativel
edicai & - 0% 2
Uninsured 5k LOS?@FIW (some recent state efforts) M
€i\‘>‘ Is cost too high?
Exchange &
Medicaid < 9% ~ Cost Less than inflation Is revenue too
Expansion low?
. ) Commercial & Other
Commercial Margin must come
28% _ ~overall CPI (but less than
& Other from commercial & other

Medical CPIs)

KFF _ Hospital Adjusted Expenses per Inpatient Day

nlnn Timeframe; 2022

sD

N - Anpy™
Vh-nﬁga%

",

$1,425- $1,880 B s1899-52632 B s2677-53.268

Arkansas
~75% of
national avg

W s3.2%6- 54,337
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x

healthcare

Insttute.

Kelly Gooch - Tuesday, March 12th, 2019 Print | Email

San Jose. Calif., has the highest overall healthcare prices among U.S. metropolitan areas in 2016
compared to the national average. according to an interactive report from the Health Care Cost

10 metro areas with the highest, lowest overall

prices

To determine the highest and lowest overall healthcare prices. researchers examined about 1.8 billion
commercial insurance claims and compared the average price paid for the same healthcare service

across 112 metropolitan arcas. The report used price level benchmarks from 2012 to 2016.

q

Ten metropolitan areas with the lowest overall healthcare prices in 2016, relative to the national
median:

1. Baltimore

2. Little Rock, Ark.
3. Youngstown. Ohio
4. Piusburgh

5. Lowsville. Ky.

https://www.beckershospitalreview.com/finance/ 1 0-metro-areas-with-the-highest-lowest-o... 5/2|

[H/CCH

11

% (developed over many years)

Reimbursement increases have lagged cost increases for

many years

Physician cost has shifted to hospital over past 15 years

Medicare, Medicaid & Uninsured losses impact statewide
system (long-term community access challenge; Medicaid expansion

helped)

Shift from Medicare to Medicare Advantage adds pressure

Data shows compares well on quality and cost (local and

national)

12
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Average Prices for Hospitals’ Inpatient Services, by State, 2018
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Figure 4: State Variation in Spending per Person in 2016
(s & O*k Total Health Care Spending
) (C )
* ) H#+,
#
%
)
/
0
1
% . $2,956 $7,794
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Figure 4: State Variation in Spending per Person in 2016

Inpatient Spending Outpatient Spending

-
T 8607  $2,308

$1.415

15
Figure 4: State Variation in Spending per Person in 2016 IH/CCHl
Figure 3: Share of Spending per Person in 202 Professional Services Spending Prescription Drugs Spending
Professional Services
31.1% of Spending ($1,743)
Inpatient $677 m
19.1% of Spending
($1,071)
Outpatient Spending
-
8697 32,398
%.
16
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Price
 + High Prices |  + High Prices |
+ Low Use M
Little Rock, AR
Category Use Price
v +16% r
Outpatient = "-5=
® Professional +29% 2%
HEALTH CARE . ‘
COST INSTITUTE
= . Use B v =
Comparing Price and Use Levels )
.
Across Metro Areas, 2020
L]
« Low Prices | +Low Prices |
+Low Use |+ Highuss |
17
Figure 4.2. Relative Prices, by Stat
s T
a
A
A
-
L}

RAND

CORPORATION AR = 186% A
Nationwide Evaluation of Health = of Medicare - &
Care Prices Paid by Private - -
Health Plans 2 S o & S A N A aum
= A o m =
L A-..-.-..anﬁﬂnﬂ_ A
1 4 T
A
# % y High End =
s = National 325% of
Avg = 247% Medicare
) of Medicare
1

NOTE: Relative prices equal the ratio of the amounts actually paid divided by the amounts that would have been
paid—for the same services provided by the same hospitals—using Medicare's price-setting formulas. Prices include
prices for inpatient and outpatient services and group facility and professional fees.
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RAND

CORPORATION

Nationwide Evaluation of Health
Care Prices Paid by Private
Health Plans

Figure 3.2. Relative Prices, by State

400

AAA.‘:‘A

High End =
~350% of
Medicare

Commercial prices as a percent of Medicare

National

Avg = 257%
of Medicare

AR =170% - inpatient
of Medicare 4 inpatient and outpatient

= outpatient
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NOTE: Relative prices are the amounts actually paid divided by the amounts that would have been paid—for the same
services provided by the same hospitals—using Medicare’s price-setting formulas.
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RAND

CORPORATION

Nationwide Evaluation of Health
Care Prices Paid by Private
Health Plans
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Little Rock Medicare Wage Index & Impact
0.92 Medicare uses government-match approach s10
(more you spend, more you get paid; E
0.90 . . . . S5 =
areas with higher commercial mix advantaged) H
0.88 2
. - S0
H
P
0.86 (s5) i
@ =
'g? 0.84 ($10) g,
E3
1
&% 0.82 ($15) %
S 3
0.80 ($20) g_
E]
4
0.78 ($25) E
:
-
0.76 ($30) §
&
§ 8 8 B &8 8 &8 8 B B B § B8 8 8 B E B
__ impact S Millions — LR Wage Index
21
| IPPS Operating Base Rate
FFY 1999 FFY 2019 Annual %
San Francisco, CA San Francisco vs. Little Rock IPPS Base Rate
Wage Index 1.3507 1.7251 1.2% Difference 1617 3456
Labor Portion 2,783 3,856 1.6% o DIfSTEREE 16:3% 65.9%
Adj Labor Portion 3,760 6,652 2.9% ' '
Non-Labor Portion 1,313 1,790 1.6%
Base DRG 5,073 8,442 2.6%
FederalPay.org General Schedule Pay Calculator
Little Rock. AR Example Job: GS-7, Step 5 2019
Wage Index 0.8553 0.8114 -0.3% .
Labor Portion 2,739 3501 12% Bilsskl County; AR i
Adj Labor Portion 2,343 2,840 1.0% San Francisco County, CA 57,830
Non-Labor Portion 1,113 2,146 3.3%
Base DRG 3,456 4,986 1.8% Gov calculated cost-of-living diff 10,169
Gov calculated cost-of-living % diff 21.3%
Overall Inflation ’
CPI-U 163.9 251.2 2.2%
CPI-U Medical Services 249.6 5225 3.8% % /

(sometimes commercial)

22
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6. Demographic and Legislative Changes

40% of the US population is on Medicare or Medicaid, contributing to 65% of hospital earnings; it is
becoming harder to “cost shift” to the dwindling number of commercial enrollees.

Number of Commercially Insured Workers per Th . :
; * The government will shift
U.S. Insurance Coverage by Type (2010-2020) Medicare Beneficiary (2000-2050) risk g:r managing the
309.3M 320.6M 330.7M

100% total cost of care onto
40% or 144M L s B 40

24 * Prawvidere with nnrtfaline

23

Arkansas has below average MA penetration, but growth
rate is double the national average.

From 2019 to 2024, needs to realize a %
increase in commercial rates due to mix changes alone.

Share of Beneficiaries Enrolled in Medicare Advantage in 2022, by
State

<20% [20%-30% [30%-40% [40%-50% [50%-60% [Mz60%

Total Medicare Advantage Enroliment, 2007-2022

Medicare Advantage Penetration  Medicare Advantage Enroliment

%

Source: Kaiser Family Foundation: https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2022-enrollment-update-and-key-trends/
MA Share is Baptist total charges excluding Fort Smith and Van Buren

24
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Gross Margins Per Enrollee, 2014-2023

2014

2015

2016

2017

2018

2019

2020

2021

2022

2023

Indi
Market Group Market

g

FELEEREEEL

Medicaid
Managed Care

Medicare
Advantage

S0 ]
Sues

E—
Y T—
T —
S0 ]
EX—
EXra—

Note: Gross margins per enrollee are the amount by which total premium income exceeds total claims costs, divided by the
number of enrollees. Gross margins include administrative costs, tax liability, and profits.

Source: KFF analysis of Exhibit of Premiums, Enrollment and Utilization data from Mark Farrah Associates Health Coverage

Portal TM - Get the data - Download PNG

KFF

26
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External Nursing Contract Labor
$70,000 1,000.0
900.0
$60,000
800.0
$50,000 700.0
5 )
8 6000 S
-]
£ $30,000 "
2 E
§ 5000 -
2 £
2 $30,000 g
ol 4000 %
-] z
$20,000 300.0
209.8 | Q4 | 2024 Projected
139.8 cR00
; 126.2
$10,000 123.8 1122
70.3 100.0
. 545 4757 4895 4186
; ngu 2’;56 1’07;19 léﬂd 2'0129 1‘) (N Q e " "y "y v v ¥ v ] > > ] \d \J o
& & & &F & I & ¢ O & & ¢ O & & & & & & ¢ I S
Qtr-Yr
= External Spend $ External FTEs
| | |Hospital RN, LPN, PCT/Aide Average Hourly Rate of Pay
Yearly RN Avei Hourly Rate of Pay Yearly LPN Average Hourly Rate of Pay
18.7% 20.0% Note: Labor rate of pay
18.0% increases exceed annual
o revenue rate increases.
Avg RN % 10.0% 12.0%
l , 6.8%| % Avg LPN % o I
[increase, 6.8%| z: Creoee, 6% :’v‘f Significant rate of pay
N = 52100 6.0% increases incurred during
2o $19.00 A 2021 & 2022 to mitigate
e $17.00 2.0%
0ok $15.00 a0 turnover due to contract labor
2018 2019 2020 2021 202 2018 2019 2020 2021 2022 OPPOITUI’IIIIES (travel nursing)
A ‘ and increasing local market
Hospital e==RN%increase s Ave RN % inc Hosnitlly e=m=|PN % Increase = Ave LPN % Increase \\
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Health System Physician
Resources

Health Physicians are
experiencing a similar trend
of cost exceeding
reimbursement largely due
to:

a) Lower government rate
increases (whcih
commercial payers use as
a basis)

b) Physician demand
exceeding supply

c¢) Physicain employment %
increasing significantly
(health systems, payers,
private equity)

Health systems covering
shortfall to secure physician

coverage
24UuUIvi
$350M
$300M
e ] > > L~}
£ 5 = 9 3
L% ~ v v ~
§F & 7§
Revenue -=-Expense  ° o o 7 ¢

15
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456789

'\

AR = 12.8% of
median income

35

Labor Force Participation Rates by State (Seasonally Adjusted)
March 2023

LFP Rates
- <or=58.0%

I ss.1% - 61.0%
B 61.1% - 64.0%
[ 64.1% - 67.0%

[ ]>67.0%

36
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(1] # $ [ ] ] # % # [ ] ] #

1) Regulatory advocacy (AHA, local and national AERICAS
representatives) M AT R

UNITEDHEALTH FOUNDATION

2) Stakeholder education (health system board & m

leaders, employers, government, community leaders)
3) Payer Relations (finance, rev cycle, legal)

OVERALL

* Payer education & collaboration (facility & professional pricing, RANK:
structure, process, value-based focus) 46
* Medicare Advantage efforts (experience/data transparency) Change: 42

Determinants Rank: 45

* Innovative approaches to core (patient/provider/employer friendly) — oucenes s aa

4) Significant Value-Based Care efforts

32
tLC -
| ———

1960 2000 00 200
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