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A National Perspective Through a Local Lens
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FORVIS’ Health Care 
Portfolio

• 1,150 Hospitals and Health 
Systems

• 1,030 LTC & Senior Living
• 290 Physician Groups
• 325 CHCs
• 300 Home Care & Hospice
• 250 IDD & BH
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A little about Jean…

3

Partner at FORVIS Springfield, MO

~ August 2003-TBD

HFMA Region 8 Executive

Treasurer Child Advocacy Center

Mom of 2 – Anika (13), Nicholas (11)

Married for 16 years last Thursday 

1 Dog – Rocky (after the movie)
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HFMA Update
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Today’s Learning Objectives

▪ What financial challenges providers are facing 
today

▪ Two Health Systems case studies on how they 
implemented margin improvement initiatives 
within their hospitals

▪ Learn what is next on these two Health Systems 
horizon

5
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MASI 2023

August 6-9, 2023

Minneapolis, MN

Future Dates & 

Locations

August 11-14, 2024

Omaha, NE

TBD 2025

Omaha, NE

TBD 2026

Des Moines, IA

TBD 2027

Des Moines, IA

Featuring Dennis Daylen
CFO Mayo Clinic & 

Incoming Chair of HFMA 2023-2024
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Helpful Information about Upcoming Events

Nebraska Chapter Information

Nebraska HFMA Chapter Info

Nebraska Chapter Calendar

Nebraska HFMA Events Calendar

Region & MASI Information

Region 8 Mid-America Summer Institute (hfma.org)

Region 8 Calendar

Region 8 events: Calendar view (cvent.com)

https://www.hfma.org/chapters/region-8/nebraska/
https://www.cvent.com/c/calendar/e0a3b16e-8d4d-4b77-9b7c-1dd0f2905f4e
https://www.hfma.org/chapters/region-8/mid-america-summer-institute/
https://www.cvent.com/c/calendar/19e4fbc9-63cb-46dd-9bcd-42e34e63e4b9
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Professional Membership Association – serving both 
individuals and organizations

MEMBER COUNT 
AS OF APRIL 2023

ENTERPRISE 
MEMBERSHIP 

RETENTION RATE 
AS OF FEBRUARY 

2023

MEMBERSHIP GROWTH 
FROM JUNE 2020 TO 

FEBRUARY 2023

100,000+ 8895 %%
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Organizational Membership

• Organizations can offer HFMA benefits and 
resources to all employees - administrative 
and clinical.

• Cost effective means for providing teams with 
relevant healthcare finance training and tools.

• Build staff competencies, knowledge and 
engagement.

• Drive organizational performance.

• Options for all sizes of provider 
and business partner organizations.

hfma.org/enterprise
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Primary Member Job Functions

As of February 2023

PATIENT ACCESS

REVENUE CYCLE

PATIENT FINANCIAL SERVICES

ADMINISTRATION & OPERATIONS

DECISION SUPPORT/BI/ANALYTICS

FINANCE

ACCOUNTING

HEALTH INFORMATION/MEDICAL RECORDS
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Online Member Home

• New website launched 
January 2023

• Bold new layout and design

• Updated navigation

• Enhanced search

• Personalized experiences 
when logged in

hfma.org/newsite
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Included with HFMA Membership

Professional 
Certifications

E-Learning Courses 
+ Webinars

Community

Member-Only 
Content

E-Newsletters
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Distinguish Yourself with Certification

hfma.org/certifications
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News, Strategies, Insights

hfm magazine E-Newsletters

• HFMA Daily

• Revenue Cycle Insights

• Cost Effectiveness of Health Report

• Leadership

• Healthcare Finance Strategies
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Healthcare is changing 
quickly and in 

unexpected ways. 
HFMA’s “Healthcare 

2030” four-part series 
unpacks the challenges 
and opportunities for 

CFOs and other 
healthcare leaders 

created by the evolving 
industry, looking ahead 

to 2030.

HFMA 2030

15

A Few Final 
Thoughts…
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What are we 
seeing with our 
clients?

16



FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark OfficeFORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Health Care Environment: 30,000 Foot View

Financial Stress Work force Supply Chain Consumerism

Stock market & 
investment 

income volatility

Inflationary 
pressures, 

including higher 
interest rates

Health Equity
Environmental, 

Social & 
Governance

17
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Financial 
Stress

18
https://www.kaufmanhall.com/sites/default/files/2023-05/KH-NHFR_2023-04.pdf
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Financial Stress

Patient volumes are not back at pre-pandemic levels

69% of health system strategic planners reported operating margins below pre-
pandemic performance

10% increase in median proposed premium increase for individual market plans across 
72 insurers

Providers can not depend on Federal COVID-19 relief funding 

Medicare reimbursement rates are not increasing at substantial levels

Patient care continues to shift to outpatient care which will negatively impact hospital 
profit margins

19
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Financial Strength from a Local Lens

20
Note:  For comparisons utilized December 31, 2022 and 2021, information annualized for each 
Health System using public bond filings from www.emma.msrb.org
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Unrealized Losses Have a Significant Impact on 
Hospital Balance Sheet Strength 

21
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Healthcare is such a large % of GDP, can we afford 
for it to fail?

23
https://www.harriswilliams.com/our-insights/2023-healthcare-market-update-and-vertical-perspectives
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Today ALL of my clients 
have significant cost 

cutting and operational 
improvement initiatives in 

place
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Rising Costs

25

Source:  “Staffing and Workforce Pressures”, Advisory Board; 2022 &
National Hospital Flash Report,” KaufmanHall, 2022.
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Workforce Top 
Concern of 
CEO’s for 1st

time since 2004

26Source:  “Healthcare Management”, April/March Issue, Page 62, ACHE
*2020 CEO Survey not conducted

The average rank given to each issue was used to place the issue in order of how pressing it is 
to hospital CEOs, with the lowest numbers indicating the highest concerns

“…clearly understand that shortages 

and financial challenges go hand in 

hand as labor costs rise and solutions 

seem elusive….” – Deborah Bowen, 

President/CEO ACHE
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Staffing Stretched with Turnover Across Key Roles

27

Source:  Advisory Board -Sources: “MAs MIA? The COVID-19 pandemic made hiring medical assistants harder than ever,” MGMA, May 
2021; “Nurse Employment During the First Fifteen Months of the COVID-19 Pandemic,” Health Affairs, Jan 2022; Healthcare Occupations, 
Bureau of Labor Statistics, Apr 2022; “2022 NSI National Health Care Retention & RN Staffing Report,” NSI  Nursing Solutions, March 2022.
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Healthcare Competing for Assistive Staff

28

Source: “Costco, Amazon, and 16 Other companies That Raised Their Minimum Wage to $15 (or more),” Go Banking Rates, August 2021.
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Turnover and Shortage are NOT the Same Thing

29

Most concerning state.  As individuals 
leave in large #’s, there are not enough 
qualified workers in the market to hire.  
Major threat to strategy and 
operations.

Staff member don’t’ turn over often, 
but when they do, it is difficult to 
backfill.  Lower ongoing threat to 
strategy and operations, unless 
turnover happens in key roles of which 
there aren’t many in the organization.

Significant staffing churn; 
organizations must invest time and 
energy in constant backfilling.  There 
is a moderate threat to ongoing 
strategy and operations.

Ideal state.  Roles don’t turn over 
often, but when they do, there are 
candidates available in the market to 
fill the positions.

Tu
rn

o
ve

r

Shortage

Source: “The Cost of Nurse Turnover in 2022: How the Great Resignation 
Impacts Your Organization,” Always On by Roar for Good, 2022.
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Cost of Turnover

30

Estimating Cost Associated with Turnover

On average, it will 
cost  

75-100% of a 
physician’s annual 
salary to recruit a 

replacement 

Turnover of Staff 
will typically impact 

productivity and 
revenue associated 
for a minimum of 12 

months. 

Clinical staff 
turnover typically 

requires 50-75% of 
the positions annual 

salary to recruit a 
replacement. 

APP turnover will 
have a large impact 

on access and 
productivity of the 

physicians and 
associated support 

staff. 

Expense Components of Staff Turnover

• Reduced Capacity – effecting downstream revenue

• Recruitment Costs – including marketing, sign-on, 

moving allowance, training

• Contract labor – fill staffing position during the 

recruitment process

• Cultural Implications – stress, burn-out creating 

potential for additional turnover

• Financial Impact

• $40,038 average turnover for RN, and each 

percentage change will either cost or save 

$270,800 per year

Source: “The Real Cost of Turnover in Healthcare Staffing”, Supplemental 
Health Care, February 2022.
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Recruitment Re-envision Rather than Simply Rebuild

31

Diversify and strengthen diversity recruiting
Review and expand your talent sources to ensure that you’re tapping into diverse school populations, 

networks and events that reach diverse candidate pools:

• Leverage social media as part of your recruiting channel mix.

• Make sure you get the word out about your DEI commitment by publicizing the right content to the right 

audiences.

• Encourage diverse leaders in your organization to share their stories.

• Walk in the shoes of a diverse job seeker and take an honest inventory of your candidate’s experience 

to weed out racial, gender and other conscious or unconscious bias.
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Things we know about the labor/ staffing trends

32

▪ Labor rates are often not “market” in many hospital departments 

within nursing, but also impacts many other non-clinical areas

▪ Remote work should be a consideration for your organization

▪ Many staffing ratios have increased even though volume may not be 

trending higher

▪ Can automation be a strategy for your organization?
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Methodology: Compression De-Compression & 
Market Salary Ranges

33

▪ Compression Formula: Calculated the percent change from current base to current 

lowest paid staff member in that job class and applied that percentage to each staff member 

who has tenure > 1 year

Percent Change from Current Base to Current Lowest Paid:

▪ Job Code 1= i.e., 28%

▪ Job Code 2= i.e., 5%

▪ Salary Range - Market Formula: 

All effected Job Codes:

• Base Rate Formula: New Base + Inflationary Factor 

• Ceiling Rate Formula: New Ceiling + Inflationary Factor 
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Annual Salary Program and Experience Credit

34

▪ Annual Merit Program 

▪ Develop a methodology for co-workers who reach ceiling, options:

• Lump Sum Merit Increase

• Longevity Bonus

• Additional PTO Accrual 

▪ Develop a standard experience credit table that can be used across for 

experienced hires
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Experience Credit Table Example

35

Rate of Inflation 2 6.29%

Experience Credit Up To: 3% ERI Data 1 FORVIS Recommended

Prior Years of Service Job Code 1 Job Code 2 Job Code 3 Job Code 4 Supervisor Manager Director Supervisor Manager Director

0 $15.00 $24.00 $36.09 $42.00 

1 $15.45 $24.72 $37.17 $43.26 

2 $15.91 $25.46 $38.29 $44.56 

3 $16.39 $26.23 $39.44 $45.89 

4 $16.88 $27.01 $40.62 $47.27 

5 $17.39 $27.82 $41.84 $48.69 

6 $17.91 $28.66 $43.09 $50.15 

7 $18.45 $29.52 $44.39 $51.65 

8 $19.00 $30.40 $45.72 $53.20 

9 $19.57 $31.31 $47.09 $54.80 

10 $20.16 $32.25 $48.50 $56.44 

Base $15.00 $24.00 $36.09 $42.00 $37.45 $43.35 $52.26 $39.81 $46.08 $55.55 

Midpoint $18.82 $30.11 $46.22 $52.69 $42.65 $50.10 $64.71 $45.33 $53.25 $68.78 

Ceiling $22.64 $36.22 $56.35 $63.39 $47.84 $56.84 $77.16 $50.85 $60.42 $82.01 

1 ERI Median Market Salary Analysis for City, Specialty Health Location database as of 7/1/2022

2 Inflation Calculator (2021 = 4.70% and YTD June 2022 7.87%) 
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Internal Staffing Agency

36

Opportunity to reduce contract labor expense through implementing staffing 

agency focused on both internal and international nursing team members

▪ Internal Concepts

• One Location Strategy

• Multiple Location Strategy (Internal Agency)

▪ Short/Long Term Foreign Trained Strategy
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Internal Float Pool Strategy

37

▪ Staffing Matrix to support each unit to include all job codes

• Well defined roles and responsibilities

▪ Optimization of Scheduling Platform

▪ Schedules filled using current process 

▪ Open shifts are filled by using internal float pool

• Tiers with different competencies and pay categories
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Foreign Trained Nursing Strategy

38

▪ Candidate signs 3-year contract (considered permanent staff) 

▪ Competencies: Med/Surg or ICU nurses

▪ Benefits are the same as staff plus short-term living assistance

▪ Longer term strategy

• Approximately 18 months from interview to on-site & working; 

immigration process is parallel to this process
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Workforce 
Insights –
Productivity 
Culture

39

▪ Identify improvement 

opportunities for workforce or 

production; based on leading 

practice comparative 

benchmarks & established 

departmental productivity 

standards (productive hour/unit 

of service)

▪ Every hour saved equals 

dollars straight to the bottom 

line
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Workforce Insights

Trends for C-Suite leaders over time, as well as top 

performing departments & those departments that 

need coaching to improve

Department Managers need bi-weekly performance 

trends, volume trends, hour(FTE) trends, overtime 

trends in one location to allow variance reporting

40
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Additional Benefits with Productivity Tracking

▪ Tracking and Trending for:

• Contract & Travel Hours & Spend Tracking

• Premium Pay Tracking & Trending

▪ Variance Reporting by Pay period

▪ Developing of Manager “Productivity Culture”

• Expanding Business Acumen of Clinical Leaders/Managers

41
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What Should Shape Your Workforce Strategy

42Source: 2022 Advisory Board interviews and analysis

Stabilization isn’t enough; aim for workforce sustainability

Physician turnover isn’t high, but intent to leave is red flag

Nurse realignment is common, but there are pockets of resignation

Assistive personnel are the backbone of staffing but are at the apex of turnover

Technology must be seen as a critical member of the care team

1

2

3

4

5



FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark OfficeFORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Technology Can Assist Sustainability Achievement

43Source: Advisory Board interviews and analysis
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Putting It All 
Together

Wrap Up

44

Do you have an integrated 

strategic plan?

Do you have a recruitment and 

retention plan that drives cultural 

and cost results?

Have you considered integrated 

tools to support your strategic 

plans?



FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Other pockets of operating expense cost savings

45

▪ Lease contracts

▪ Property taxes

▪ Supplies

▪ Pharmacy

▪ Third party services, brokers, etc.

▪ Others?
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Brokers, Benefits and Bids 

46

• HR leaders overwhelmed last 2 years.  Does your broker have your best interests in mind?         

Will they be a fiduciary?

• Benchmark broker fees 

• Medical: $2 - $3 PMPM + PBM: $2 - $2.50 PMPM

• Ancillaries: Commission or flat fee

• Stop loss thresholds

• Most are $350K individual limit (versus overall)

• Key is collaboration with carrier 

• Typical opportunity is 10% - 35% savings 

• Short term disability

• Consider premium-based, voluntary program (through carrier) rather than hospital funded benefit.  Can create PTO 

misalignment and abuse incentives

• Employee Assistance Programs: Pharmacy and Medical charitable services/foundations
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PBM Narcos

• What are the rebates…and where 
are they going?

• Gamesmanship Levers

• Defining specialty drugs 

• Rebates per specialty drug

• Brand vs Specialty Drugs 

• Specialty Rx is ~ 2% - 3% of total 
Rx count and should have avg of 
$2,600 - $3,800 rebate per Rx

• Spread pricing

• Step therapy

• Typical PBM savings 15% - 20%

47

Category Rebate per Rx

Retail Brand $200 - $220

R90 Brand $300 - $700

Mail Brand $600 - $900

Specialty Brand $2,600 - $3,800



FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

▪ 22 Manufacturers have implemented restrictions for contract pharmacy 

arrangements
▪ 3 Court Cases

• 1 ruling in favor of manufacturers

• 2 cases – waiting for ruling – expected by July 2023

• Supreme Court 

• Congress Regulation

• Supreme Court Rulings
o Patient definition – in favor of hospitals

o OPPS reimbursement – in favor of hospitals

▪ 340B ESP
• Submit claims data

• Designate single pharmacy

• Other strategies

▪ Entity-owned pharmacy

▪ Expansion of hospital outpatient departments (provider-based clinics)

Combating 340B Eroding Margins 

48
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Top line improvements are likely sizable for most… 
What is your organization most focused on?

49

▪ Pre-authorization and medical necessity

▪ Coding

▪ Denials

▪ Staffing & Workforce productivity

▪ Timely billing follow up

▪ Contracting and verification of payment rates

▪ Automation/ AI
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Denial Reduction is a Top Priority for Providers 

50
Experian Health- The State of Claims 2022 

Recent survey identified denial reduction as a top priority for healthcare professionals and key 

challenges to address 

According to a Recent 2022 Survey of healthcare professionals: 

• 75% of survey responses indicated reducing denials is their highest priority and 70% said it is more 

important than prior to the pandemic 

▪ Survey indicated Top 3 reasons healthcare professionals believe are responsible for increase in 

claims denials:

➢ Insufficient Data Analytics (62%)

➢ Lack of Automation in claims/denials process (61%)

➢ Lack of Thorough Training (46%)
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Insurance Denials Are Not Slowing Down 

51
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2016 2020 2021 2022

National Average Claim Denial Rate Trends 
2016-20221

Initial Denial Rate %

12022 revenue cycle denials index Change Healthcare
2Experian Healthcare Survey June 2022  

Insurance Denials and US Healthcare Complexity Continue To Rise Year over Year 

Increase in National Average 

Insurance Denial Rate from 2016 to 

20221

100,000 Estimated payor policy 

changes between 2020-20222

12% of all provider claims 

submitted partially or completely 

denied1
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Provider Challenges Addressing Denials 

52
Experian Health- The State of Claims 2022 

Our clients and healthcare providers at large continue to struggle reducing insurance denials and 

revenue loss from preventable operational issues   

Revenue Cycle Staffing- Staffing and turnover challenges in revenue cycle have 

limited organizations abilities to take a pro-active approach including prevention initiatives 

and staff education

1

Denial Visibility and Reporting- System and reporting limitations and complexity 

have limited providers ability to prevent denials and monitor appeal success 2

Regulatory and Payor Complexity- Providers continue to have difficulties 

adhering to constantly evolving regulatory requirements and successfully defending post 

payment audits

3
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Two Hospitals with the 
same goal but different 
approaches for margin 

improvement
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Phelps Health
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A little about Phelps Health:

▪ 242 bed hospital located in Rolla, MO

• opened in 1951

• 7 county service area

▪ 100+ Physician Group 

• Outpatient Clinics in 5 counties

▪ Home Health/Hospice Services
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Phelps Health – Where we were… 

• Negative Margins (w/out Stimulus funds)

+ 7/8 months from October 2021-May 2022

• Expense per Adjusted Hospital Discharge increased 24.7%  from 

2019

+ Supply Expense increased 15.0%

+ Pharmaceutical expense increased 52.4%
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Phelps Health

▪ Labor expense per adjusted discharge increased 22.1% from 2019

▪ Agency expense increased 59.5% 

▪ Covid Differential $1.0 million 

▪ Turnover 

▪ Entry Level Positions turnover very high

▪ Housekeepers +70%

▪ Nurse Aides - +50%

▪ Pharmacy Technicians +35%

▪ Focus on Recruitment & Retention

▪ Sign-on Bonuses

▪ Retention Bonuses

▪ Minimum Wage Increases/Market Increases $5.2 Million
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Missouri Hospital Turnover

Source:
Missouri Hospital Association 

2021 Workforce Report 

Phelps Health 2021 
Turnover Rate:  21.2%
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Phelps Health Agency Use
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Project Impact Overview

▪ What it was:

• Targeted financial improvement  - $8.5 million-$14.0 million

+ Cost saving initiatives

+ Revenue enhancements

▪ What is was not:

• Reduction of labor
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Project Impact Key Factors:

▪ Started with approval from Board of Trustees

▪ Executive buy-in

▪ Supported by Finance not led by Finance

▪ Communication and culture
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Project Impact Overview

▪ 6 Groups Led by an Executive Director

+ Multi-Disciplinary teams

+ 11-13 Department Directors

+ Each team given a target of 10% of non-salary related expenses

▪ Vice President group led by CEO

• Organizational wide initiatives

▪ Each group assigned a representative from Finance
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Project Impact Timeline

▪ January 
• Kickoff meeting with Executive team leads

▪ January –April
• Team meetings to identify savings opportunities
• Executive Directors presented monthly to VP team
• Savings identified by April 2022

▪ May-December
• Report to Finance Committee/Board of Trustees
• Groups continue to meet to implement and monitor results
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Project Impact Approach

▪ Each team worked independently

• Presented on top 3 expenses

• Revenue departments met with Finance to verify revenue

• Reviewed subscription/purchase services/maintenance 

contracts

• Discussed with employees
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Project Impact Results

▪ Revenue

• Revenue integrity review

• Annual wellness visits

• Access to care

+ Managed care contracts

• Clinical Documentation Improvement

• Complex Claims

• Provider Based Billing

• 340B Pharmacy Expansion
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Project Impact Results

▪ Salaries Expense:

• Orientation

• Covid differentials

• Entrance screeners

• Replacement FTEs

• Agency expense 

• Cell phone stipends
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Project Impact Results

▪ Employee Benefit Expense:

• Pension Match

• Paid Days Off

• Health Insurance Plan

+Plan design

+Eligibility

+Pharmacy rebates

• Cell phone stipends
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Project Impact Results

▪ Supply Expense

• Restructured value team 

• Product substitutions

• Renegotiated pricing

• Negotiated sole vendor pricing – Orthopedics

• Pharmacy
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Project Impact Results

▪ Surgery Team

• Dedicated Time

+Multi-Disciplinary team met bi-weekly including 
Physicians, Leadership & Finance

• Focused on 3 areas:

+Contracts

+High cost items

+Provider/case variations
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Project Impact Results

▪ Surgery Team

• Dedicated Time

+Multi-Disciplinary team met bi-weekly including 
Physicians, Leadership & Finance

• Focused on 3 areas:

+Contracts

+High cost items

+Provider/case variations
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Project Impact Results

▪ Surgery contracts and high-cost items:

• Identified top spends 

• Started conversation to understand the drive for each specific 
vendor (quality, convenience, habit…) 

• Evaluated alternative vendors and ability to get competitive 
pricing

• Information was brought back to team to weigh pro and cons 
of change 

• Transparency of costs of items
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Project Impact Results

▪ Nursing Services:

• Walked through process of admission with staff 

• Retrained staff and redefined processes for use of 

supplies

• Looked at items with branding

• Reviewed linen usage with staff

• Created workflow for patient one-on-one sitter usage
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Project Impact Results

▪ Software subscriptions

• Retired those replaced by EPIC

▪ Purchase Services review

+Brought some services in-house

+Renegotiated pricing

▪ Maintenance Contracts
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Project Impact Results

▪ Service Line Analysis:

• Focus on Loss Leaders

• Closed one Service Line

▪ Accountability

• Established monthly variance meetings
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Project Impact What’s Next

▪ Investment in Revenue Cycle:

• New Positions to help implement initiatives

• Focus on Denial management

• Focused on Financial navigation for patients to improve patient 
experience & reduce bad debt 

• Initiative to improve upfront collections

• How do we renegotiate payor contracts with record inflation

• How can we automate high volume/low value revenue cycle 
touches 
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Project Impact What’s Next

▪ Government Relations Team:

• What are our legislative priorities

• Capital Projects

• Grant Opportunities

• FEMA reimbursement
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Project Impact Lessons Learned

▪ Communication is important

▪ Executive buy-in to create culture

▪ Negative employee feedback

• Employee annual survey
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Project Impact 
Results

• Still working on 

implementing some 

initiatives

• 3 months of positive 

margins
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A Little About Freeman Health System

Freeman Health System in Joplin, MO
• Opened in 1925
• 460-bed, three-hospital system
• 4,000+ employees; 300+ physicians
• 70+ specialties
• Cancer care, heart and vascular care, neurology 

and neurosurgery, orthopaedics, children’s and 
women’s services

• Ozark Center – behavior health provider
• Children’s Miracle Network Hospital
• 5 Star Promise – Compassion, Communication, 

Teamwork, Professionalism, Ownership
• 5 Pillars – People, Service, Quality/Safety, 

Financial, Growth

To improve the health of the communities we serve through contemporary, innovative, quality healthcare 
solutions 79
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Freeman Health – where we were/are

• Negative Operating Margins (excluding Provider Relief Funds)
+ 9 out of 12 months from October 2021-September 2022
+ No months with a negative operating margin in the previous 2-3 years+

• Total Expense per Discharge increased 26.6% from FYE 3/31/20 to FYE 3/31/22
+ Medical Supplies and Drugs increased 12.9%
+ Salaries & Wages + Benefits increase 14.9%

• Freeman Joplin Operating Margin declined from 4.6% to 3.7%
+ 3.0% without Provider Relief Funds

• Operating Margin Currently: 6 months into FYE 3/31/23 it is 0.8%
+ -1.6% without Provider Relief Funds
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Freeman Health – where we were 

• Labor expense per discharge increased 27.5% from FYE 3/31/20 to FYE 3/31/22

+ Contract Labor (agency nursing) expense increased $650,000+ (FY2022)
+ COVID Disaster Premium $510,000 (FY2022) – ICU, Medical, RT, Acute Care, CMU, etc.
+ COVID Bed Extra $1.7M (FY2022) – Incentive Pay to work extra shifts due to short staffing
+ COVID Call Back $630,000 (FY2022) – Similar to Bed Extra but for PRN or PT employees

• Turnover (16% overall)

+ RN (bedside only) 25%
+ Entry Level Positions turnover very high

• Focus on Recruitment & Retention

+ Sign-on and Retention Bonuses
+ Mid Year Wage Increases - $15/hour Minimum Wage - $5.5M
+ Mid Year Targeted Market Increases $9.5M (RNs x2, LPNs, Scrub Techs x2, Radiology, etc.)

Housekeepers 77%
Nurse Technicians 27%
Pharmacy Technicians 21%
Lab Technicians 28%
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Freeman Health– Project Overview

• Financial Improvement Team (FIT)
+ Cross functional team

> Finance, Supply Chain, HR, IT, Facilities, Surgery, Clinics, Rx, Imaging, Lab 

+ Executive leadership buy-in and involvement 
> CEO, CFO, CMO, CCO, VP Supply Chain, CHRO, CIO, Physician Groups

+ Project Period
> Assessment/Planning - October 2021 to December 2021
> Implementation – January 2022 to August 2022 (and ongoing)

+ Largely Nonlabor Focused
+ Formal assessment and project with Forvis CPAs and Advisors

> Insights, benchmarking, negotiating, analysis
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Financial Improvement Team (FIT) - Overview

• Areas of Focus
-Med/Surg Supplies -Biomedical

-Group Purchasing Organization -Buildings and Grounds

-Physician Preference Items -Utilities

-Lab Supplies, Reagents & Blood -Pharmaceuticals

-Reference Lab -Benefits

-Food/Cafeteria -Environmental Services

• Opportunity: $4.4M (low) to $8.1M (high)
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Financial Improvement Team (FIT)– GPO / 
Supplies

• Opportunity: $750,000 - $1.25M

• Official RFP to Vizient, HealthTrust and Premier

• Achieved $887,000

+3-year renewal agreement with incumbent GPO

>Additional fee share

>Benchmarking software free of charge

>Removing unnecessary aspects of agreement
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Financial Improvement Team (FIT)– GPO / 
Supplies
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Financial Improvement Team (FIT)– Physician 
Preference Items

• Opportunity: $725,000 - $1.075M

+Orthopedic (Recon/Trauma) $1.3M
> Pricing and Rebate

> Slightly higher commitment (90% commitment)

+Orthopedic (Shoulder) $120,000
> Pricing negotiation

+Neuro/Spine - 9-18% benchmark savings (ongoing)
> Target is $310,000 (25%ile) to $605,000 (10%ile)

> Exercise of total spend, commitment %, and benchmarking
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Financial Improvement Team (FIT)– Other 
Surgery

• Opportunity: $375,000 - $550,000

• Lithotripsy 
+ Benchmarking indicated 17.5% opportunity
+ Patient satisfaction consideration
+ Status: On Hold

• Reprocessing 
+ Identify more reprocessing of single use devices (EP, O2 sensors, energy products)
+ Alternative sourcing of non-reprocessed devices (West Coast Medical)
+ $175,000 achieved
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Financial Improvement Team (FIT)– Reference 
Lab

• Opportunity: $450,000 - $850,000

• Reference Lab spend at $3.2M
+ Quest benchmarked 15% above average and 34% above target

+ Mayo benchmarked 10-20% above target

• Incumbent negotiations and competitive bidding

• Achieved $278,000 in savings
+ Pricing improvement

+ Initial target did not account for physician ordering preferences and resources constraints
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Financial Improvement Team (FIT)–
Cardiovascular / Imaging

• Opportunity: $250,000 - $425,000
• Radio pharmacy 

+ Cardinal - low energy, Essential Isotopes - high energy
+ Aggregate Buying Group considerations
+ Request for Proposal process, possible to result in change in vendor
+ Current projected savings $150,000+

• AAA - Endovascular Grafts (ongoing)
+ Target is $128,000 (25%ile) to $182,000 (10%ile)
+ Pricing negotiation and potential RFP/trial
+ $50,000 guaranteed (rebate)

89



FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark OfficeFORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Financial Improvement Team (FIT)– Pharmacy

• Opportunity: $187,000 - $400,000

• IV Solutions

+ Standardization from two vendors to one vendor

+ Better pricing as a result of standardization

+ Conversion of IV sets (ongoing negotiation)

+ Low end of savings opportunity guaranteed
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Financial Improvement Team (FIT)–
Biomedical

• Opportunity: $300,000 - $850,000
• Historical utilization review of preventative maintenance and service 

usage to reduce costs
• Medical Imaging Equipment Vendor #1 

+ $55,600 annual savings – pricing reduction
+ 5-year fixed pricing agreement

• Medical Imaging Equipment Vendor #2
+ $150,000 annual savings (ongoing)
+ Contract ending $8/31/22 - $1.7M in total spend

• Initial target included complete outsourcing of biomedical department

91



FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark OfficeFORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Financial Improvement Team (FIT)– Benefits

• Opportunity: $450,000 - $675,000
• Wide variety of topics proposed

+ Health insurance, PBM, ancillary benefits, stop loss, etc.

• Ancillary Benefits (LTD – Voluntary and Employer Paid)
+ Current rate was $0.42, target was $0.25, range $0.51 to $0.25
+ Savings of $74,000, rate of $0.29 achieved - No coverage changes

• Health Insurance and Pharmacy Benefit Manager (ongoing)
+ Annual fixed administrative costs reduced 55%+
+ Engaged Marsh & McLennan Agency – Rx Solutions
+ $1.1M over current contract, $556,000 improved over current proposal
+ 1-year contract
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Financial 
Improvement 
Team (FIT)–
Purchased 
Services

• Opportunity: $500,000 - $900,000

• Food & Nutrition Services (FANS)
+ Dietary total costs per day benchmarked high

+ Cafeteria, catering and floor stock benchmarked well

+ 3-year extension – $650,000 - $920,000 annual savings

+ Management fee reduction, GPO fee share increase, 
GPO food contract transition, management FTE 
restructuring, waste management program, software, 
etc.

• Housekeeping/Environmental Services (EVS)
+ Hourly staff productivity benchmarked well, managed 

FTE count was high

+ 2-year extension - $300,000 one-time credit for 
minimum wage increase

+ $50,000 investment in EVS equipment; $50,000 to 
Freeman Foundation

GPO Foodbuy Program $420,000
Retail Pricing $240,000
Free Meals $93,000
Waste Not Program $68,000
Station Restructuring $64,000
Management FTEs $35,000
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Financial Improvement Team (FIT)– Future 
Projects

• Gloves price reduction - $270,000 opportunity

• Custom procedure trays - $188,000 opportunity

• Standardize acute and nonacute distributor

• Workforce Development (nurse tech, scrub tech, anesthesia assistants, etc.)

• Revenue Cycle - Payor Management
+ Denials
+ Pre-certifications
+ Medical Records review
+ Unilateral Down-coding
+ Reimbursement (incorrect rates, not according to contract, etc.)
+ Contracting
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Since the PHE ended on 
May 11th, what other 

funding sources maybe be 
available to help prop up 
my bottom line in 2023?
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Grant Funding 
& 

Legislative 
Advocacy

FEMA 

USDA 

SAMHSA

ARPA

NHA

NRHA

Others
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▪Publicly traded debt and bank loans 

rates are less desirable

▪New Market Tax Credit 

Opportunities
• https://ded.mo.gov/content/opportunity-zones

• https://www.cdfifund.gov/programs-

training/programs/new-markets-tax-credit

• https://www.forvis.com/nmtc

▪USDA 
• https://www.rd.usda.gov/

Capital Financing Options

Source: https://www.h2c.com/updates-issuance

Recent USDA Rates

Recent Bond Financings
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Thank you to Jana Cook & Michael Sanders

The case study information was originally presented by Michael & Jana at the Greater Heartland
October 2023 HFMA meeting.  The original presentation can be found at the following link.
https://www.hfma.org/chapters/region-8/greater-heartland/past-presentations/
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Let’s Talk…
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Assurance  /  Tax  /  Advisory

forvis.com

Thank you!
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