
1 

Sponsored	
  By:	
  	
  
TRG	
  Healthcare	
  

October	
  25,	
  2010	
  

PART	
  2:	
  REMAIN	
  INDEPENDENT	
  OR	
  ALIGN?	
  
A	
  Ques9on	
  &	
  Answer	
  Session	
  



2 

Welcome	
  

!   We	
  will	
  begin	
  shortly	
  

!   Audio	
  Dial-­‐In:	
  916-­‐233-­‐3087	
  	
  

!   Audio	
  Par9cipant	
  Code:	
  261-­‐783-­‐853	
  	
  

!   If	
  you	
  are	
  experiencing	
  technical	
  issues,	
  please	
  contact	
  
Patricia	
  Lee	
  at	
  215-­‐599-­‐2464.	
  

!   Phone	
  lines	
  will	
  be	
  muted	
  during	
  the	
  presenta9on.	
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  2:	
  REMAIN	
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  &	
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Howard	
  Peterson	
  
Managing	
  Partner	
  
267-­‐256-­‐0726	
  

Howard	
  Peterson,	
  MHA	
  
Mr.	
  Peterson	
  is	
  the	
  Founder	
  and	
  Managing	
  Partner	
  of	
  TRG	
  Healthcare,	
  LLC.	
  
He	
  has	
  more	
  than	
  30	
  years	
  of	
  healthcare	
  experience	
  developing	
  progressive	
  
strategic,	
  financial	
  and	
  opera9onal	
  solu9ons	
  for	
  a	
  broad	
  range	
  of	
  healthcare	
  
clients.	
  His	
  consul9ng	
  exper9se	
  includes:	
  strategic	
  and	
  financial	
  posi9oning,	
  
opera9onal	
  and	
  financial	
  performance	
  improvement,	
  and	
  strategic	
  
transac9ons.	
  He	
  has	
  worked	
  extensively	
  with	
  hospitals,	
  health	
  systems,	
  
academic	
  medical	
  centers,	
  as	
  well	
  as	
  physician	
  and	
  faculty	
  group	
  prac9ces.	
  	
  

Joseph	
  Huber,	
  CPA	
  
Mr.	
  Huber	
  has	
  more	
  than	
  35	
  years	
  of	
  experience	
  in	
  healthcare	
  financial	
  
management	
  and	
  accoun9ng.	
  He	
  brings	
  significant	
  technical	
  financial	
  
knowledge	
  to	
  his	
  clients	
  in	
  addi9on	
  to	
  possessing	
  a	
  senior	
  level	
  perspec9ve	
  
on	
  financial	
  planning	
  and	
  strategy	
  in	
  healthcare	
  organiza9ons.	
  Mr.	
  Huber’s	
  
consul9ng	
  work	
  focuses	
  on	
  developing	
  financial	
  strategies	
  related	
  to	
  mergers	
  
and	
  acquisi9ons,	
  evalua9ng	
  the	
  impact	
  of	
  clinical	
  service	
  line	
  development	
  
or	
  expansion,	
  and	
  establishing	
  targets	
  for	
  performance	
  improvement.	
  He	
  
also	
  brings	
  significant	
  hands-­‐on	
  experience	
  to	
  each	
  consul9ng	
  engagement	
  
having	
  served	
  as	
  CFO	
  for	
  several	
  non-­‐profit	
  hospitals,	
  teaching	
  hospitals,	
  and	
  
for-­‐profit	
  en99es	
  during	
  the	
  course	
  of	
  his	
  career.	
  	
  

Today’s	
  Speakers	
  

Joseph	
  Huber,	
  CPA	
  
Managing	
  Partner	
  
267-­‐256-­‐0731	
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Format	
  for	
  Today’s	
  Session	
  

!   Today’s	
  webinar	
  is	
  intended	
  as	
  follow-­‐up	
  to	
  our	
  Webinar	
  held	
  
October	
  12th	
  en9tled:	
  “REMAIN	
  INDEPENDENT	
  OR	
  ALIGN?	
  A	
  
Guide	
  To	
  Manage	
  Through	
  This	
  Cri@cal	
  Decision”.	
  

!   All	
  par9cipants	
  should	
  have	
  received	
  a	
  copy	
  of	
  the	
  materials	
  
presented	
  on	
  October	
  12th	
  as	
  background	
  to	
  today’s	
  discussion.	
  	
  

!   During	
  our	
  October	
  12th	
  Webinar	
  we	
  were	
  unable	
  to	
  address	
  a	
  
number	
  of	
  ques9ons	
  submi[ed	
  by	
  par9cipants	
  for	
  lack	
  of	
  9me.	
  	
  

!   We	
  will	
  begin	
  today’s	
  session	
  by	
  addressing	
  many	
  of	
  those	
  
ques9ons	
  received	
  but	
  not	
  answered	
  on	
  October	
  12th.	
  	
  

!   We	
  will	
  field	
  any	
  addi9onal	
  ques9ons	
  you	
  submit	
  during	
  today’s	
  
Webinar	
  at	
  the	
  end	
  as	
  9me	
  permits.	
  

!   If	
  we	
  do	
  not	
  get	
  to	
  your	
  ques9on(s)	
  in	
  the	
  thirty	
  minutes	
  
available	
  to	
  us	
  today,	
  we	
  will	
  provide	
  you	
  with	
  answers	
  offline.	
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Submi_ng	
  Ques9ons	
  

!   Send	
  ques9ons	
  during	
  
the	
  presenta9on	
  using	
  
the	
  “Chat”	
  feature	
  on	
  the	
  
right	
  side	
  of	
  your	
  
computer	
  screen	
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Ques9ons	
  &	
  Answers	
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“Health	
  Care	
  is	
  so	
  trend	
  driven,	
  why	
  can’t	
  we	
  just	
  remain	
  
independent	
  and	
  wait	
  for	
  this	
  one	
  to	
  pass?”	
  

!   The	
  game	
  is	
  changing	
  and	
  providers	
  need	
  to	
  think	
  about	
  
what	
  they	
  are	
  doing	
  in	
  a	
  fundamentally	
  different	
  way.	
  

!   The	
  health	
  care	
  provider	
  of	
  the	
  future	
  will	
  have	
  a	
  larger	
  
geographic	
  footprint	
  to	
  support	
  popula9on	
  health	
  
management.	
  

!   It	
  is	
  not	
  possible	
  to	
  achieve	
  the	
  same	
  economies	
  of	
  scale	
  
and	
  cover	
  the	
  costs	
  of	
  emerging	
  IT	
  mandates	
  as	
  an	
  
independent	
  en9ty.	
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“How	
  do	
  I	
  raise	
  this	
  maNer	
  with	
  my	
  Board	
  without	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
the	
  Board	
  	
  thinking	
  I’m	
  not	
  doing	
  my	
  job?”	
  

!   You	
  would	
  fail	
  to	
  do	
  your	
  job	
  if	
  you	
  did	
  NOT	
  raise	
  this	
  
ma[er	
  with	
  the	
  Board.	
  

!   Your	
  job	
  is	
  to	
  make	
  sure	
  the	
  hospital	
  remains	
  successful	
  
and	
  fulfill	
  its	
  obliga9ons	
  to	
  the	
  community.	
  

!   There	
  are	
  only	
  so	
  many	
  things	
  you	
  can	
  do	
  as	
  an	
  
independent	
  organiza9on	
  and	
  circumstances	
  may	
  
require	
  you	
  look	
  at	
  other	
  op9ons.	
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“What	
  are	
  the	
  typical	
  financial	
  considera@ons	
  	
  
of	
  doing	
  a	
  merger?”	
  

!   Start	
  by	
  looking	
  at	
  your	
  balance	
  sheet	
  and	
  figuring	
  out	
  
how	
  over	
  9me	
  the	
  indebtedness	
  could	
  be	
  managed.	
  

!   Requires	
  you	
  inform	
  those	
  that	
  hold	
  debt	
  or	
  have	
  
other	
  financial	
  interest	
  in	
  your	
  hospital.	
  

!   Be	
  aware	
  of	
  the	
  poten9al	
  for	
  a	
  bond	
  down	
  grade	
  as	
  a	
  
result	
  of	
  the	
  merger	
  and	
  know	
  that	
  this	
  is	
  OKAY	
  if	
  you	
  
come	
  out	
  a	
  stronger	
  organiza9on	
  in	
  the	
  end.	
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“We	
  don’t	
  want	
  to	
  partner	
  with	
  a	
  for-­‐profit	
  only	
  interested	
  in	
  
shareholder	
  returns.	
  Why	
  consider	
  this	
  op@on?”	
  

!   There	
  is	
  nothing	
  inherently	
  bad	
  about	
  for-­‐profit	
  
organiza9ons.	
  

!   Considering	
  one	
  or	
  more	
  for-­‐profits	
  doesn’t	
  cost	
  your	
  
organiza9on	
  anything	
  but	
  helps	
  inform	
  the	
  process	
  and	
  
avoid	
  second	
  guessing	
  within	
  the	
  organiza9on	
  later	
  on.	
  

!   While	
  you	
  may	
  give	
  up	
  greater	
  governance	
  control,	
  that	
  
is	
  balance	
  by	
  greater	
  economies	
  of	
  scale	
  for	
  opera9ons,	
  
purchasing,	
  and	
  capital	
  purchasing.	
  

!   Selec9ng	
  a	
  for-­‐profit	
  partner	
  is	
  only	
  an	
  ini9al	
  part	
  of	
  the	
  
transac9on	
  and	
  you	
  can	
  nego9ate	
  virtually	
  anything	
  	
  
(e.g.,	
  10	
  year	
  control	
  of	
  clinical	
  programs).	
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“If	
  I	
  did	
  a	
  proprietary	
  transac@on,	
  what	
  would	
  that	
  look	
  like?”	
  

!   A	
  por9on	
  of	
  the	
  purchase	
  price	
  goes	
  to	
  sa9sfy	
  
preserva9on	
  of	
  non-­‐profit	
  asset	
  in	
  community.	
  

!   There	
  is	
  a	
  change	
  in	
  control	
  with	
  the	
  conversion	
  of	
  your	
  
hospital’s	
  status	
  from	
  not-­‐for-­‐profit	
  to	
  for-­‐profit.	
  

!   The	
  Board	
  of	
  your	
  hospital	
  goes	
  from	
  being	
  a	
  true	
  
board	
  to	
  an	
  advisory	
  board.	
  

!   Things	
  come	
  to	
  the	
  table	
  as	
  to	
  the	
  standards	
  for	
  how	
  
work	
  is	
  done.	
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“How	
  do	
  you	
  engage	
  the	
  medical	
  staff	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
in	
  this	
  sort	
  of	
  a	
  process?”	
  

!   Keep	
  in	
  mind	
  that	
  the	
  interests	
  of	
  the	
  medical	
  staff	
  are	
  
not	
  en9rely	
  the	
  same	
  as	
  those	
  of	
  the	
  hospital	
  and	
  are	
  
not	
  necessarily	
  in	
  the	
  best	
  interest	
  of	
  the	
  hospital.	
  

!   Be	
  honest	
  and	
  forthright	
  with	
  the	
  medical	
  staff	
  about	
  
your	
  divergent	
  interests	
  .	
  

!   Good	
  communica9on	
  is	
  key	
  but	
  take	
  care	
  to	
  find	
  the	
  
right	
  balance	
  so	
  that	
  you	
  are	
  sharing	
  informa9on	
  
without	
  turning	
  the	
  process	
  over	
  to	
  the	
  doctors.	
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“How	
  should	
  we	
  approach	
  communica@on	
  with	
  our	
  
employees	
  and	
  the	
  market	
  about	
  this	
  type	
  of	
  process?”	
  

!   Be	
  open	
  and	
  transparent	
  with	
  each	
  of	
  these	
  groups.	
  

!   It	
  is	
  helpful	
  to	
  have	
  a	
  regular	
  distribu9on	
  of	
  
communica9ons	
  electronically	
  and	
  through	
  tradi9onal	
  
hard	
  copy	
  methods	
  as	
  well.	
  

!   Focus	
  communica9ons	
  on	
  the	
  process,	
  the	
  ra9onal	
  for	
  
the	
  process,	
  and	
  the	
  an9cipated	
  benefits.	
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“How	
  do	
  I	
  manage	
  looking	
  at	
  alignment	
  when	
  I’m	
  geVng	
  
pressure	
  from	
  my	
  bond	
  insurer	
  about	
  mee@ng	
  covenants?”	
  

!   The	
  bond	
  insurers	
  have	
  same	
  interests	
  as	
  you	
  -­‐	
  the	
  
financial	
  strength	
  and	
  viability	
  of	
  your	
  hospital.	
  	
  

!   If	
  you	
  can	
  align	
  and	
  take	
  debt	
  out,	
  or	
  make	
  your	
  
organiza9on	
  more	
  financially	
  secure	
  by	
  becoming	
  
part	
  of	
  a	
  larger	
  en9ty	
  then	
  they	
  will	
  be	
  suppor9ve	
  
and	
  this	
  and	
  it	
  will	
  help	
  you	
  to	
  manage	
  your	
  
rela9onship	
  with	
  them	
  more	
  effec9vely.	
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“What	
  are	
  reasons	
  not	
  to	
  align	
  with	
  a	
  par@cular	
  party?”	
  

!   A	
  poor	
  “fit”	
  with	
  respect	
  to	
  culture	
  or	
  mission	
  insofar	
  
that	
  this	
  difference	
  outweighs	
  any	
  economic	
  benefits	
  

!   Lack	
  of	
  some	
  defini9ve	
  value	
  proposi9on	
  other	
  than	
  size	
  
(e.g.,	
  cost	
  savings,	
  revenue	
  enhancements,	
  etc.)	
  

!   The	
  strength/size	
  of	
  the	
  partner	
  is	
  such	
  that	
  your	
  hospital	
  
becomes	
  just	
  a	
  number	
  in	
  the	
  system,	
  unable	
  to	
  impact	
  
the	
  direc9on	
  of	
  the	
  larger	
  organiza9on.	
  

!   An	
  arrangement	
  in	
  which	
  your	
  organiza9on	
  would	
  be	
  
absorbed	
  by	
  the	
  partnering	
  organiza9on.	
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“Do	
  we	
  really	
  need	
  an	
  advisor	
  for	
  this	
  work	
  –	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
what	
  are	
  the	
  risks/benefits	
  of	
  doing	
  it	
  on	
  our	
  own?”	
  

!   Most	
  organiza9ons	
  have	
  never	
  done	
  a	
  transac9on.	
  
Ge_ng	
  it	
  right	
  requires	
  very	
  specific	
  knowledge	
  
about	
  the	
  process	
  and	
  the	
  appropriate	
  par9es	
  to	
  
involve	
  for	
  a	
  successful	
  outcome.	
  

!   A	
  process	
  run	
  internally	
  can	
  go	
  on	
  two	
  to	
  three	
  9mes	
  
as	
  long,	
  accruing	
  considerable	
  organiza9onal	
  costs,	
  
and	
  has	
  the	
  poten9al	
  to	
  be	
  fraught	
  with	
  peril.	
  

!   Involving	
  qualified	
  advisors	
  can	
  make	
  your	
  process	
  
considerably	
  more	
  efficient,	
  help	
  you	
  avoid	
  common	
  
missteps	
  along	
  the	
  way,	
  and	
  get	
  your	
  hospital	
  to	
  the	
  
very	
  best	
  outcome	
  possible.	
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“What	
  is	
  the	
  role	
  of	
  the	
  consultant	
  and	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
the	
  deliverables	
  of	
  the	
  consultant?	
  ”	
  

!   Designs	
  the	
  framework	
  for	
  the	
  planning	
  process.	
  

!   Facilitates	
  Board	
  discussions	
  throughout	
  the	
  planning	
  
process	
  and	
  delibera9ons.	
  

!   Represents	
  the	
  interests	
  of	
  your	
  hospital’s	
  leadership	
  
and	
  Board.	
  

!   Serves	
  as	
  a	
  nego9a9ng	
  voice	
  with	
  poten9al	
  partners.	
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“What	
  are	
  typical	
  decision	
  criteria	
  for	
  evalua@ng	
  and	
  
ul@mately	
  selec@ng	
  a	
  partner	
  ?”	
  

!   Common	
  themes	
  within	
  the	
  decision	
  criteria	
  typically	
  
selected	
  by	
  hospitals	
  include:	
  

→  Governance	
  and	
  control	
  

→  Access	
  to	
  capital	
  

→  Preserva9on	
  of	
  mission	
  

→  Con9nuance	
  of	
  priority	
  programs	
  

→  Commitment	
  to	
  quality	
  

→  Compa9ble	
  culture	
  

→  Brand	
  strength	
  

→  Access	
  to	
  technology	
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“What	
  are	
  the	
  major	
  benefits	
  in	
  merging?”	
  

!   The	
  major	
  benefits	
  of	
  merging	
  typically	
  include:	
  

Improved	
  Access	
  
to	
  Capital	
  

Various	
  Types	
  of	
  
Economies	
  of	
  Scale	
  

BeRer	
  Insurance	
  
Rates	
  

Stronger	
  Brand	
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“What	
  are	
  the	
  key	
  characteris@cs	
  of	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  a	
  
successful	
  integra@on?”	
  

!   A	
  successful	
  integra9on	
  takes	
  into	
  considera9on	
  the	
  
unique	
  needs	
  of	
  the	
  different	
  cons9tuencies.	
  

!   A	
  successful	
  integra9on	
  is	
  sensi9ve	
  to	
  the	
  cultural	
  
characteris9cs	
  of	
  the	
  merging	
  organiza9ons.	
  

!   A	
  successful	
  integra9on	
  sets	
  and	
  beats	
  9meframes.	
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ADDITIONAL	
  QUESTIONS?	
  

Howard	
  Peterson	
  
TRG	
  Healthcare,	
  LLC	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
Managing	
  Partner	
  

Joseph	
  Huber	
  
TRG	
  Healthcare,	
  LLC	
  

Partner	
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Thank	
  You!	
  

Howard	
  Peterson	
  
TRG	
  Healthcare,	
  LLC	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
Managing	
  Partner	
  	
  

267-­‐256-­‐0726	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  
hpeterson@trghealthcare.com	
  

For	
  any	
  remaining	
  ques9ons	
  or	
  to	
  request	
  a	
  
copy	
  of	
  today’s	
  presenta9on	
  please	
  contact:	
  


