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Re-Imagining Operations
Jim Stradiot, CPA As senior living and healthcare providers
Senior Manager continue to deal with surges of COVID-19
216.274.6594 residents, they must also focus on the future and
Jim.Stradiot@plantemoran.com develop sound business and financial strategic

plans. The actions leaders take now will set the
stage for how they emerge from this crisis. The
following are the top 5 areas leaders should
prioritize and understand in order to develop a
financial strategic plan. A strong plan will help
organizations to emerge from this pandemic a
stronger and healthier organization.

Market conditions

Evolving demand & demographics

Developing a financial architecture

Organizational benchmarks & trends
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Preparing for the future
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Firm Overview — Plante Moran

business advisory firms.

Key Capabilities

Senior Care and Living Practice

Plante Moran is among the nation’s largest certified public accounting and

Our audit, tax, and consulting experts can help you focus your organizational efforts to streamline processes,
reposition services, evaluate partnerships, and consistently reduce outcomes to reach your long-term goals.

Strategic
planning

Reimbursement & [
payment advisory

Revenue cycle
management

Operational (253
improvement

®06 0

plante
moran

[OAY Transaction
@) acisory services

Your One-Stop Shop
éO+ ‘y:g‘:‘;::fye:&p:x::s in the healthcare

2 OO . traned professional saff who specialize
in healthcare

2 é average years of healthcare industry
experience per partner

Development 1 OOO - sentor are and livng providers across
ﬁ consulting s the continuum

42 states with healthcare clients
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Introduction

Cindi Raymond, MSN, RN, IPC, LNHA
Owner, On Purpose Consulting
419.203.5342
CindiRaymond.p205@gmail.com

Our team of experienced clinical and
operational consultants bring simplicity to
the complex by moving multifaceted ideas
into actionable work-plans.

One of our team’s greatest assets is the
real-world provider experiences each
brings to the table lending to a
meaningful overall service delivery.

We make a difference...On Purpose!
@w&
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Re-Imagining Operations

The following are the top 5 areas leaders
should prioritize and understand in order to
develop a clinical and operational strategic
plan.

A strong plan will help organizations to
emerge from this pandemic a stronger and
healthier organization.

Regulatory Conditions
Facility Assessment

Organizational Structure

Quality benchmarks

77707

Management Systems
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Crisis Management in the age of COVID-19

« Manage
Through
the Crisis

— 8

Address the
immediate
challenges in
securing your
operations,
workforce,
technology, etc.

RESILIENCE

« Leadership
through
Adversity

Address cash
management
challenges,
navigation of
current and
future stimulus
programs,
develop short
term models of
care, etc.

« Plan to
Reinitiate
Business
Operations

¥

Create detailed
restructuring
plan to
reimagine what
the new normal
will look like
and how to
scale your
business
practices

4

BE READY

« Build
Readiness
Plan for the
Next
Disruption

Leverage
lessons learned
from this crisis.
Focus on the
next disruption
that will impact
your business.

10/7/2020

Resilient leaders eventually recognize that at some point they need to shift their focus from “today” to a
“tomorrow” mindset. How do we anticipate what success looks like at the end of this pandemic and

shift our mindset to how our business will thrive in the long run.
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COVID-19 Market Realities

Headwinds =%

.

Decreased move ins and slower lease ups, resulting in lower occupancies

.

Poor publicity around nursing homes may cause lower occupancy across all senior living

= May get worse with more testing/second wave impacts

Home sales may slow in some markets, leading to slower move ins

.

Adult children may no longer be able to offer financial support to their parents to fund senior
living

e Consumer Fear + Trepidation: Possible distorted view of Independent Living and Assisted
Living being viewed as a “congregate setting” similar to a skilled nursing environment.

Significant increases tied to indirect costs, e.g., PPE, staff salaries, etc.

.

Higher lender/investor scrutiny

.

Medicaid system will be further strained
plante (CadingAge
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COVID-19 Market Conditions

== Tailwinds

* Overall demographics are still strong for senior living

* This recession/depression was caused by a health crisis, NOT an economic
crisis. The economy was healthy

¢ Many feel that housing prices may hold and that volumes may only be effected
* Favorable interest rates
e Strong housing market in many regions

* High amount of capital has been raised for senior living investment and it is not
going anywhere

¢ Anticipated decreases in construction pricing
¢ Slowdown in new projects in overbuilt areas will be good for those markets

« Senior living as an asset class compared to office, retail, and hospitality is

better off
plante (CudingAge
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Occupancy & Census Challenges

COVID-19 IMPACT: Pace of Move-Ins Since March 31, 2020 Source: NIC Executive Survey Insights
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Occupancy & Census Challenges

COVID-19 IMPACT: Reasons for Deceleration in Move-Ins Since April 12, 2020

Reasons for Deceleration in Move-Ins Since COVID Began

Slowdown in leads conversions/sales

Resident or family member concerns W Wave 9
® Wave 8
B Wave 7

Wave 6
= Wave 5
H Wave 4

B Wave 3

An organization imposed ban

A mandatory government imposed
ban

Another reason

0% 10% 20% 30% 0% 50% 60%
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Source: NIC Executive Survey Insights

Occupancy & Census Challenges

COVID Headwinds — Projected Volume by Sector (vs. Normal)

Projected Deviations from Anticipated Volumes
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COVID Reality Check: Reassessing Strategic Priorities 06/16/20
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Developing a Financial Architecture

CRITICAL ACTIONS

e Update annual budget and establish a three- to six-month rolling cash flow projection to reflect
the impact of continued lower volumes of elective procedures, increased COVID-19 spending,
and CARES Act relief funds and repayments over appropriate timelines.

* Assess and communicate how different timelines for recovery may impact the ability to repay
advances and loans.

* Consider turnaround and restructuring activities to help put the organization back on solid
footing.

¢ Continue to focus on core financial management, including implementing a cash preservation
strategy, revisiting and revising the capital expenditures plan, optimizing revenue cycle
performance, and proactively reaching out to vendors and creditors to discuss issues with debt
covenants or timely payments.

« Diligently capture all COVID-19 related costs for the purpose of supporting CARES Act relief
funds received, which will either be forgiven or repaid based on the terms and conditions of the
funding source.

plante (CadingAge
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Developing a Financial Architecture

Days Cash on Hand

D ping a fi ial ar 20
. Historical information is less important due to the fluidity of the situations;
therefore using current real time data to evaluate various “what if” 200
scenarios becomes paramount
*+ Scenarios that encompass multiple eventualities across varying time 150

horizons, including a resurgence of the virus in the fall/winter months

. Planning to incorporate market specific data around demographics, income
levels as well as company specific data

+  Second or multiple wave impacts of the virus, such as potential long-term
wage increases for direct line staff, labor shortages, and census declines

50
. Work through one scenario at a time, defining the optimal set of moves you
would make if you knew that scenario would come to pass -
| Monthl  Month2  Month3  Month4  Month5  Month6

(2 9 —ascline  eeeer Scenario 1 Scenario2  +eeses Scenario 3
Ob 9 QQ 99 Q Goals & objectives

«  Our primary objective in developing the financial architecture is to help
understand what is the potential short term and long-term impact on
operations

. Our scenario development typically includes the impacts of items such as
potential long-term wage increases for direct line staff, labor shortages, and
census declines

+  Modeling the potential increase to payroll costs and supply costs along with
the cash management challenges that result from census and payor mix
shifts become fundamental in creating agility and fosters the ability to shift
direction based on identified trigger points. Key inputs into the model
should include:

Census and payor mix changes across multiple timelines
+  Changesin FTEs
*+ Increases in cost of care due to COVID-19

Impact of days in A/R and A/P

*  The importance of scenario planning is to develop ideas for action should a
specific scenario come to pass and build those action plans

L@adingAge’
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investments?

morarn

How does provider relief
funds get accounted for in
conjunction with SBA PPP
forgiveness calculations?

Stimulus Reconciliation & Cash Flow

How does provider relief
How should we funds get accounted for in
account for lost conjunction with SBA PPP
revenue? Forgiveness calculations?

When will COVID-19
related losses exceed
stimulus fund receipts?

What impact would
refunding stimulus
funds have on cash and

Check out this video where senior care

and living partner, Pat McCormick, discusses our
new tool designed to help your senior care facility
monitor, track, and project use of funds.
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Summary

PLANNING

APPROACH

DELIVERABLE r—;l A |
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Stimulus Reconciliation & Cash Flow

With the significant amount of money that has been distributed, it is imperative to properly document the forgiveness provisions as well as the
COVID-19 use of funds. Our financial modeling tool helps with the following: reconcile stimulus dollars, understand timing of potential refunds

of stimulus dollars, helps to validate losses related to COVID-19, and helps to understand the collective short-term and long-term impact on cash
and investments. Our process is outlined below:

As Health and Human Services continues to provide new guidance on the reporting requirements for the CARES act
provider relief funds it is critical for providers to track the status of how the stimulus funds have been accounted for.
Recent guidance has indicated that SBA Provider Protection Program funds should be accounted for first, prior to the
CARES act provider relief funds

Providers will need to develop plans to be able to understand what dollars have been received, what dollars have been
refunded and what is projected to be refunded

Set the baseline, driven by historical performance and operations with discussions as needed

Determine your current state of operations, the impact COVID-19 has had on operations to date, and the campus’s
ability to implement change (including managing staffing and increases in supply costs)

Determine the short-term and long-term future states and potential impacts to census and operations

Monitor, track and project the sources and uses of relief funds, lost revenues and increases expenses relating to
COVID-19 to understand when funds have been exhausted

The stimulus reconciliation template provides historical and projected results in a comprehensive dashboard that
projects future cash burn rate and allows for scenario planning of future operations

Our model works in conjunction with AICPA “PPP Loan” refunding calculator to model funds that will not be forgiven
Provides key insights on the use of stimulus funds, when COVID-19 losses are expected to exceed stimulus fund
receipts, the impact of refunding stimulus funds has on operations, and the short-term and long-term impact

Provides a basis for continued quarterly reporting
LQ‘adingAge’

Ohio
14

10/7/2020



10/7/2020

Organization Benchmarks & Trends

1. Wage Increases
A. Hero Bonuses
B. COVID-19 temporary increases (30-day implementation)

N

. Increased PPE and COVID cleaning costs
A. Many feeling overall cost increases in supplies, food, etc
B. Warehousing PPE

w

. Dietary Costs
A. Room service surge charges — AL/IL environments

B. Ranging from $5 per day to a high of $15 per day

4. Turnover
A. Rate of turnover was much lower and has seemed to stabilize
5. Quality of Care

A. More attentive staff

B. Use of Telehealth to keep residents out of hospital — increase to occupancy
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Operational Benchmarks & Trends

Once concerns about cash preservation have been addressed, you must ensure your organization is positioned to operate in the “new

normal” with the goal of strengthening both current and long-term positions within the marketplace

84 3B o8]

Determine your current state of operations and

Set the baseline with a campus wide financial

Reallocate resources to business lines with strong

assessment and discussions as needed the potential impacts of historical inefficiencies on performance or where there is opportunity for
* Understanding your baseline position, relationship the “new normal” growth
to benchmarks and others within your + Operational inefficiencies will likely compound «  Assess your strategic initiatives prior to COVID-19
marketplace becomes paramount under certain circumstances, such as rapidly and balance these against your financial scenarios
« Determine how your organization will be reshaped declining census + Consider undertaking a strategic re-evaluation to
by the crisis and what strategies should be « Pursuing operational improvements now will align short-term and long-term strategy and
pursued ensure the capacity to sustain growth and objectives
+ Goal is to not only survive in the “new normal”, recovery into the future + Longterm strategy may end up remaining
but to emerge stronger than before * The crisis may be the ideal time to capitalize on unchanged or it could change dramatically; short-
« Through surveys, market analysis, and interviews opportunities to restructure staffing levels or parts term strategy almost certainly has changed since
determine the “new normal” of the organization that require transformation January 2020

The crisis has provided an opportunity to push the
envelope of technology adoption, this will include
tele-health, virtual programming, and different
ways to build or maintain relationships

Adopt post COVID-19 “new normal” processes and
procedures that will strengthen both current and

long-term positions within the market

Determine:
clrrent

o
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Preparing for the future

* Acknowledge the need for increased sophistication to remain competitive,
including investments and permanent shifts in technology

* Collaboration will be key with more organizations embracing the thought of
partnerships and affiliations

¢ Embrace change

* Company culture matters: investing in staff well-being creates loyalty
* Focus on mental health of residents and staff

* Improve communication

 Digital marketing / tours with new protocols for safety

* Shiftin architecture & engineering

* Optimize for growth
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Preparing for the future: Technology
CRITICAL ACTIONS

Providers must accelerate the digital transformation While many were already taking an agile
approach to digital transformation, the crisis likely exposed deficiencies and forced
organizations to move faster. The crisis may have also unearthed some opportunities to pursue
competitive advantage as well.

e Technology & IT Infrastructure
* Stable high-speed internet
* Virtual Programming
* Social Connectivity
* Telehealth
* Thermal Scanning
* Online Ordering & Cashless Sales
* Robotics & Drones
* Control Access & Security to manage entrance and exits onto the campus
e Cyber Security ‘ Since Mid-March Plante Moran cyber attacks are up 650%
plante (CadinghAge
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Preparing for the future: Technology
Technology

Today Desired State
gl

SMART COMMUNITY

= OF THE FUTURE

Heslth & Bshaviorsl

= NEXT GENERATION Insights
A\ SMART WELLNESS roisic Vowo!
ﬁ RokustAnalytis Residenis
SMART BUILDINGS & ot

Pty DpielWeess Amm;nmm&

Buling Managamant Peveiehacare Powsring New Business
SMART APARTMENTS
& AWARENESS Energy Savings Predictve Heaith Hodsis
INTERATIVE
COMMUNICATIONS & Maming Checkn AssetTracking
((‘ ’)) SERVICES Trending Dats
Residents Family Aops Volos Cortrol
CONUNIGATIONS & Vos
Ditelsignage EventHanagemet
" i Services
thpm Content Creation Toollng | private Sacial Network
Dmng:ﬁﬁmm CommanArea Voke Virual Front Desk
Websttes
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Preparing for the future: Marketing & Sales

CRITICAL ACTIONS

Bridge the gap from your offline experience to
online experience — continue to host your tours
and sales meetings online.

Leverage the power of personal calls for human
connection.

Make it more personal with a handwritten letter.
Make it about nurturing relationships not selling.
Adjust your digital messaging — focus on lead-
nurturing content.

Create virtual highlights via social media — go Live
with Facebook Live.

plante (CadinghAge
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Preparing for the future: Residents,
prospects, staff - Survey

Response by Survey Group

21.1%

Response Rate 717

Sample Size

703

&

A total of 23,665 surveys were sent to senior
living community residents, prospects, and staff.
A total of 5,002 surveys were returned,
representing a 21.1% overall response rate.

3,582

3 582 Resident Member Responses
1

40% Resident Response Rate

71 7 Prospect Responses
2.2% Response Rate

u Total Resident Responses

703 Staff Responses = Total Prospect Responses
20.6% Staff Response Rate

plante (CadingAge
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Participant Information

Geographic Spread of Survey Responses

Geographic Response by State

Legend
Total Responses

The majority
of responses
were received

from the
300 - 369
- Great Lakes
- 200 - 299 region.
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Executive Summary of Results
Operations & Marketing

N
.
High Marks Low Marks -—‘
- J
i i N\
of r65|de'nts feel S'AFE.R ina Of residents felt socially isolated 68%
community vs. being in their during shelter-in-place orders
previous home.
(¢ M idents gave thei
Of residents agreed that they were any residents gave their
“GLAD to be living in a community communities low marks for variety of
durine the pandemic.” activities and quality of food and
g P ) Y, meal options.
Of residents felt the community Of residents felt the community used
took all precautions to keep them technology effectively, allowing for
safe. greater engagement & connectivity.
N J N
lo) ) “ ‘
8 5 /0 .Of staff agreed ?hat resulients are sgfer Of staff believe technology
in the community than in their previous ) N
home”. infrastructure should be improved.
plante )
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Executive Summary of Results
Recruitment & Retention

~

High Marks

J

Low Marks

~
Of staff feel the community where
they work responded well to the
pandemic.

00

Of staff want a platform to
streamline communications to
families.

(29 O

~
Of staff are glad they made the decision
to work at the community where they
are employed.

Of staff believe technology
infrastructure should be improved.

SR

84%

Of staff would recommend living at
a community to a loved one.

‘fhoran

REPORT | © 2020 Reti

J
( f staff Id d
o, 0 staff would recommen Of staff were unsure about the
86% working at their community to a o
. community’s IT plans.
\frlend. )

“Offer on-campus housing for staff
to help reduce the increased risk
spreading the virus through contact
on public transportation”

M o@ a2

DYNAMICS. All Rights Reserved.

28%
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Operational Considerations

Cindi Raymond, MSN, RN, IPC, LNHA  Re-Imagining Operations

Owner, On Purpose Consulting The following are the top 5 areas leaders

419.203.5342 should prioritize and understand in order to
CindiRaymond.p205@gmail.com develop a clinical and operational strategic
plan.

A strong plan will help organizations to
Our team of experienced clinical and emerge from this pandemic a stronger and
operational consultants bring simplicity to healthier organization.
the complex by moving multifaceted ideas

into actionable work-plans.
Regulatory Conditions

One of our team’s greatest assets is the
real-world provider experiences each
brings to the table lending to a
meaningful overall service delivery.

Facility Assessment
Organizational Structure

Quality benchmarks
We make a difference...On Purpose!

777170
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The “Tomorrow” Mindset

PRIORITIZE MANAGE THE

GAP ANALYSIS
- PROJECT
* Facility Anticipatory
Assessment as Analysis and
risk identifier Structuring

* Impact and
execution ranking

Close one door,
open another

+ Resident population . Regu_latury * Rank strategies: « Stay in scope
« Services and care X ;g;:;en;:ssis * High impact * Manage resources
offered . Staffing v + Ease of * Understand the
* Facility resources fling implement timeline
needed optimization
. Mix « Develop the plan * Feedback loop
GOAL: Understand the * Top of license ¢ Success measures
gap between the GOAL: reduces
;taasr;%a;«:aecxggeegzzems GOAL: establish a :Iutterhthat distracts GOAL: execute and
i rom the mission i i
and current practice responsive | close whllg looking
organizational for emerging needs
structure

REGULATORY ENVIRONMENT

plante (CadinghAge
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Regulatory Environment Realities

Headwinds

* Increased Immediate Jeopardy scope and severity resulting in higher
monetary penalties, and lower star ratings

* Increased Infection Prevention citations resulting in directed plans of
correction and lower star ratings

* Frequent changes to regulatory guidance resulting in confusion,
interpretive differences, and inconsistency of application.

* Poor publicity around nursing homes may cause higher complaints
across all senior living

plante (CudingAge:
Thoran %
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Regulatory Environment Realities

== Tailwinds

* Long-term care provider resilience and responsiveness are strong
* Non-infection control related citations are trending down

* This health crisis provided inlets to alternative methods of care
provision

* Many electronic management systems saw upgrades

plante [CadinaAge
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Participant Information

Geographic Spread of Survey Responses

Geographic Response by State

Legend
Total Responses

- 1,200 and above

- 1,000 - 1,199

- 600 - 999

- ooy The majority of
responses

- 300 - 359 were received
from the Great

- 200 275 Lakes region.

- 00 - 199

99 and below
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Infection Prevention — Directed Plan of Correction

Any citation for any reason at any scope and severity under F880

* $S - Civil Money Penalties: on average $515 per day. Immediate Jeopardy ~$7,145 per day

* Contract with an independent Credentialed Infection Preventionist (CIP) — minimum of 2
months

* Root Cause Analysis ¢ Policy Review e Risk Assessment ¢ Education

e = - - - = - = - = - -
Title Page(s) Page Element
Consultant name and credentials meeting the independence criteria

01.Infection Preventionist Consultant (IPC) Credentialing Certificate

01 alnfection Preventionist Consultant CV/Resume. Executed contract with the consultant

01.b.Infection Consultant lion of Infection Control Self-Assessment.

02.Infection Preventionist Gonsultant Contract —
Infection Prevention Policy/Procedure review

03.Attestation and list of Infection Prevention Policies and Procedures
reviewed by IPC

1. Root Cause Analysis (RCA)

04 Fvidence of Root Gatise Analysis — summary of resulfing changes

2. RCA Implementation
05,1 Facility Assessment with IPC

06.Summary of RCA changes and how staff were 3. Training/Education Evidence

07.Cducation Packets for each educational topic

2

Staff Trained

08.Grid: Roster of Active Staff, Educational Topics, Date that each staff
member completed education and/or were removed from schedule

&

Training results

09 Staff training sign-in sheets

&

Action Plan Tracking

10.Summary post-training results/facility actions

System Changes

11.Summary Statement of Audit Findings

plante o
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Citation Prevention — Using the Facility Assessment as
the Road Map to Success

Staff Readiness — What is
the education plan; are we

using readily available

Regulatory Compliance —
resources?

How does the Risk
Assessment inform F880
compliance?

. eTargeted COVID-19 Training for Nursing Homes —
https://gsep.cms.gov/ProvidersAndOthers/home.aspx
eClosely Monitor Residents -
https://youtu.be/1ZbT1Njv6xA

e®Keep COVID-19 Out! https://youtu.be/7srwrFOIMGdw
eLessons - https://youtu.be/YYTATwOyav4

Facility Assessment —
What service

offerings and care .
provision differences
are we

experiencing/do we
expect?

Knowledge Transfer —

How are we validating
understanding and
application?

L@adingAge*
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High Marks Low Marks

~

Of 15.200 Infection Prevention
focused/complaint/FRI surveys resulted i
a citation, March through August 2020

Of 5,724 Infection Prevention Focused
Surveys resulted in a citation, March thru
June 2020

Ve

Of Infection Prevention citations resulted Of Infection Prevention citations

in a harm-level resulted in Immediate jeopardy.

009

(. J

More than $15 million in fines with a tripling of
the most severe type of citations during the six
months of the pandemic,

\_ March through August 2020
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