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Discussion Topics

* Implementation Considerations

* Best Practices for Improved Forecasting

* Beaver Dam Community Hospital Journey
‘Q&A
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Implementation Considerations
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Implementation Considerations

1. Organizational Preparedness
2. Design Considerations

3. Drivers of the Forecast
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Organizational Preparedness vs. Readiness

State of readiness - persons, systems, or organizations willing to
perform a planned sequence of actions.

State of preparedness - persons, systems, or organizations
adequately able to carry out a planned sequence of actions.

Is your Organization not only willing but able?

* Alignment of Senior Leadership directives with
organizational objectives

* Who will be involved in the forecast

* What is the financial acumen of the organization
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Design Considerations
Where does Rolling Forecasting fit into your financial cycle?

Long-Range

Financial Planning
A

ROLLING FORECASTING

Monthly Variance Reporting

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC

ﬁ
I WY W I N lBl}uelekIY RleP?rtllngl Y N N N N B B

Il. }

Operational
Budgeting
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Desigh Considerations

* Forecast structure
— Entity (Hospitals, Clinics, Other)
—Service Line Structure (Surgery, Radiology, Nursing Units)?

* Frequency of the forecast
— Monthly, Quarterly or Annually

* Level of detail to forecast
— Labor calculations - Payroll based by Job Class or GL detail
— Rollup of department and accounts or more detailed
— Forecast in thousands or whole numbers

* How will you complete the current quarter forecast?

—What forecast assumptions will you use — Budget (if you continue to
budget), Current Year Forecast, or previous Rolling Forecast projections
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Drivers of the Forecast

* What are your system wide drivers?
— Admissions, Discharges, Adjusted Patient Days, Visits, ALOS

* What are the common statistics that drives the services of your
forecast groups?

— RVUs, Surgical Cases, Procedures

* Will industry benchmarks replace budget targets?

— Key Performance Indicators (KPIs) — Gross Revenue per Unit, Total Expense
per Unit, Salaries per Unit, Non-Salaries per Unit

* What areas of your business are impacted by seasonality?
* What costs will need to be flexed?

* Will rate increases be managed at a global level?

—What expense categories have different inflationary assumptions
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Best Practices
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Best Practices for Improving your Forecast

1. Back Testing for Improved
Forecasting Accuracy

FOYC cas'f

2. Ability to remove one time
Adjustments

3. Initiatives Modeling
4. Scenario Analysis
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Best Practices

Back Testing Scenario Modeling

* Retain the initial fiscal forecast (the

* Improve predictive accuracy “Budget”) for Board and Debt

e Compare prior forecasts to identify trends Covenant reporting

* |dentify volatility in volume driven variable « Calculate the impact of different
expenses and\or patient mix forecast groups Corporate Initiatives (merit,

* |dentify areas consistently missing targets to contract modeling rate increases,

purchasing initiatives)
* Used as a “Sniff Test” for the Long
Range Financial Plan

develop additional reporting

One-Time Adjustments
* |ldentify seasonality vs. a “one-off” (i.e..

snow storm, acquisitions, etc.) in Initiatives

historical data to remove the explainable . For M Acquisiti

variance or Mergers or Acquisitions
 Add in future adjustments that you want * For future Capital Projects

to include in the "base” forecast * For Organizational Cost Savings

Initiatives
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Back Testing utilizing a Waterfall Analysis

Measuring the Effectiveness of your Forecast

Forecast Cycle Jul-2015 Aug-2015 Sep-2015 Oct-2015 Nov-2015 Dec-2015 Jan-2016 Feb-2016 Mar-2016 Apr-2016 May-2016 Jun-2016
July 80,125 78,687 49,870 67,801 62,040 90,704 67,804 78,014 61,047 55,701 50,444 47,810
August 80,125 77,804 49,786 66,079 61,120 89,070 68,677 77,045 63,480 56,899 52,147 48,974
September 80,125 77,804 49,157 65,310 60,719 92,246 66,788 76,847 62,871 56,104 53,701 48,551
October 80,125 77,804 49,157 65,107 61,570 91,987 68,400 76,170 63,101 55,780 52,687 47,664
Movember 80,125 77,804 49,157 65,107 64,004 91,407 69,470 76,780 62,971 55,369 55,340 47,840
December 80,125 77,804 49,157 65,107 64,004 90,004 68,776 76,814 61,407 56,871 54,876 46,889
January 80,125 77,804 49,157 65,107 64,004 90,004 67,947 75,970 61,570 56,988 55112 46,123
February 80,125 77,804 49,157 65,107 64,004 90,004 67,947 76,487 62,019 57401 54,014 46,547
March 80,125 77,804 49,157 65,107 64,004 90,004 67,947 76,487 0 0 0 0
April 80,125 77,804 49,157 65,107 64,004 90,004 67,947 76,487 0 0 0 0
May 80,125 77,804 49,157 65,107 64,004 90,004 67,947 76,487 0 0 0 0
June 80,125 77,804 49,157 65,107 64,004 90,004 67,947 76,487 0 0 0 0
Average Forecasted Amoun 80,125 77878 49,269 65,429 63,123 90,454 68,133 76,673 41,539 37,593 35,693 31,700
Actual Amount 80,125 77,804 49,157 65,107 64,004 90,004 67,947 76,487 0 0 0 0
Variance 0 74 112 322 (881) 450 186 186 41,539 37,593 35,693 31,700
Variance % 0.00% 0.09% 0.23% 0.50%  -1.38% 0.50% 0.27% 0.24% 0.00% 0.00% 0.00% 0.00%
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Beaver Dam Community Hospitals, Inc.
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Beave Dam Community Hospitals E\\}}’é//ﬁ

. . . BEAVER DAM
* Located in Beaver Dam, Wisconsin AT HETY

. HOSPITALS, INC.
* 1 acute care hospital - 48 staffed beds
* Primary & specialty care clinics

* Continuum of care includes 98 bed skilled nursing facility, home
care & hospice, CBRF, Dementia Care facility

* Approximately 1,000 employees

* Kaufman Hall Products used
—Financial Reporting
—Rolling Forecast
—Bi-weekly Productivity

* Implemented Rolling Forecasting in February 2015
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Rolling Forecasting Objectives

* Forecast that can be adjusted easily for rapid changes

—Traditional budgets - Change in volumes & providers results in
large swings in variances

—Ability to identify where costs & volumes are issues
* Wanted a tool that was forward focused

* Easily adjusted with less time & resources

—Staff of 2 with other priorities requires a solution that is simple
& provides a tool to drive results

—Spend less time on budget leaving more time to identify
Improvements
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Shifting the Culture
* Have a plan!

*Set the stage well in advance
— Started education 6 months in advance of go live
— Educated executives — what is Rolling Forecasting versus Budget?
—Obtain buy in from someone in each stakeholder group

 After Implementation - Monthly Operations Review

— At first - All Directors required to attend along with Chief Officers
— Use Target Variance by Department report with targets

— Focus on comparison to KPI’s — not budget

— Used as an education opportunity

— Now bi-monthly & only those who fall below target attend

*You are the driver of cultural change — Educate, Educate,
Educate!
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Current Cycle and Structure

Typical forecast cycle

—Prepare quarterly after quarter close and annually for “budget” for
external reporting

—Quarterly cycle takes 2-3 weeks from review to report

—Annual forecast takes longer — detail review of price/wage increases;
additional reporting

Forecast structure

—Forecast Drivers - Inpatient Days, Outpatient Visits, ED Visits, Surgery
Cases, Clinic Visits

—120 Departments roll up into 25 Forecast Groups

—20 Forecast (Account) Codes - Follows Financial Statement categories
—Evaluate forecast groups annually - Changed once in 2 years

—4 Quarter lookback, 3 months plus 5 quarters of forecast
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Tracking and Monitoring

— Bi-Weekly Productivity Reporting
— Monthly Reporting Package

— Includes Target Variance by Department Report — Key Director / Manager report
— Focus on Key Performance Indicators (KPI) - Revenue per Stat & Expense per Stat

— Monthly Comparisons to current month, prior month, 3 month average, year-to-
date

— Prior 12 months information

— Operations Review

— Use Target Variance by Department report
— Started out monthly

— Now bi-monthly & only those who fall below target attend
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Report Example

Rate Per Unit Analysis
Beaver Dam Community Hospitals, Inc.
FPeriod Ending November 30, 2017 Department: 102000 - Emergency Services
¥ Unfavorable Director: Colette Smith
Meutral Manager!CC: Jodi ¥ander Galien
A Favaorable
Monthly Analysis Tear-to-Date Analysis
Current Month Last Month 3 Month & Month Last Year 3 Yariance Last Year Current ¥TD Last ¥TO
Account Description Nou-17 Oct-17 Average Average Average to 3 Mo Auvg Total Nou-17 Total LETED T
KFPI METRICS
Key Statistic:
Total Expense Per Unit &
Labor Indicators
Auerage Hourly Rate v v v A & v A
Faid Hours per Unit & & A L A A L
Total Paid Hours Z ~ - ~ - - ~
Ezpense Indicators
Salaries Per Unit v v & i & v i
Eenefits Per Unit
Supplies Per Unit A A A & & A
Oither Expenses Per Unit o e & b & & b
Revenue Indicators
Rievenue Per Unit v v v i & v i
Fievenue Per Paid Hour v v v v v v ~
Fevenue Per Paid FTE v v v v v v v
""" Per Unit Summary "=
Total Revenus Per Unit am.ze 918.20 S0EE2 9z2r.29 SE442 -DEx E44T 92948 26219 3
Fievenue per Paid Hour Sl B22E7 5714 52761 52800 -l B2a00 Bav.2z 43313 15
Revenue per Paid FTE 87.5314 9233428 8939238 7029 51519.69 SR 109823627 46963166 43522878 BB
Auverage Hourly Rate 3754 36.80 35.65 prd | 3878 Rl bt 36.50 3940 il
Faid Hours Per Unit 208 iz 209 212 212 14 22 an 224 BT
Salaries Per Unit TT.AS 7h.27 7461 A 204 3K B2.04 T4.35 3815 178
Supplies Per Unit 851 9.4 916 988 9.34 TEM 934 955 8.66 -9
Other Expenses Per Unit 110 12.08 158 14.93 17.56 41 17.56 18z 1582 302
Total Ezpense Per Unit 97.09 38.78 9532 10393 105.94 -1.8% 05494 97.32 113.63 168
FTE=s
FTEs-Faid ZETE 2274 el AT 2415 0.6 2415 2302 25.30 8m
FTEs-Contract Labor 342 471 438 .84 7.0 1EX T.0E 451 TEZ B
Total FTEs 2670 27.45 20z 2rs anzn ' 12% 2o 2754 3293 1963
Paid Howrs [exchuding Contract] 3804 a0tz " 2tz 3093 4,185 05 o0,224 20,075 22,083 9.9
Contract Labor Hours E72 gz " H=: 24 1223 128 14,680 33 5B B4
Total Paid Hours [including Contract 4,565 4,549 4,570 4,833 5403 7 23 64,904 24,003 28,714 1365
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Report Example

Rate Per Unit Analysis
Beawver Dam Community Hospitals, Inc.
Period Ending November 30, 2017 Department: 102000 - Emergency Services
¥ Unfavorable Director: Colette Smith
Meutral ManagerfCC: Jodi ¥Yander Galien
A Favorable
Now-17 Dece-17 Sep-17 Aug-17 Jul-17 Jun-17 May-17 Apr-17 Mar-17 Feb-17 Jan-17 Dec-16 Now-16 Dee-16 Rolling
Account Description Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Total
KFl METRICS
Key Statistic: A v b v
Total Expense Per Unit v i i A
Labor Indicators
Auerage Hourly Rate v v & v v v v & i i A
Fraid Hours per Linit i A o A & i b v v v v v A
Total Paid Hours - - - - - - - - - - - A A
Ezpense Indicators
Salaries Per Unit v v v v & v v v v & a & A
Benefits Per Unit
Supplies Per Unit A v & i & A v & v A
Other Expenses Per Unit i A o A & i b o A & i A A
Revenue Indicators
Fievenue Per Unit v 4 v ¥ v v - - - & 4 - -
Fievenue Per Paid Hour v v v v v v ~ v v v v v A
Fievenue Per Paid FTE v v v ¥ v v - v ¥ v v ¥ -
"™ Per Unit Summary """
Total Rewenue Per Lnit 901.25 91220 q00.01 97158 952.26 91628 qars 86422 avnsaz a3vi0 87126 a13.265 938,06 896113 29250
Fievenue per Paid Haur 512.00 B22ET B16.56 54110 54176 52960 55863 50337 53196 5az.04 601.35 535.92 54028 430.50 540,86
Revenue per Paid FTE 275314 9233428 223118 95,582.64 95,705,132 054062 9869725 26,066.09 93,975.69 9542477 10E23242 4ETIED 92,365.89 BE.E49.69 1124.984.75
Auerage Hourly Rate 3754 3550 3393 478 358 4542 3452 T 3418 36.39 4150 4193 3910 3ar.ro Irar
Faid Hours Fer Unit 206 2z 203 21 z14 223 203 21z 205 183 140 204 20 225 206
Salaries Per Lnit Trag TH2T T2 T3IES TE.TE 101.03 21 ek ¥0.20 EE.43 TH.94 95.35 Tarz 8496 TE.55
Supplies Fer Unit 351 a4 465 ] 343 1587 .54 355 1r7 7.7 a.z0 a0 328 342 avz
Other Expenses Per Unit o 12.09 1145 1456 1518 2617 19.04 1wre 12.35 2142 1610 15.19 1616 24.30 16.08
Total Ezpense Per Unit ar.og A6TE 5202 5341 100.44 137.84 Lk 3983 3432 35.64 0424 0357 10318 118.68 0235
FTEs
FTE=-Paid 2278 2274 2238 2413 23.08 2270 2286 2477 2427 2346 22 2z 2361 25.86 2318
FTE=-Contract Labaor 383 471 +.51 433 5.07 E50 BV 577 B.17 714 7.2l .58 703 733 575
Total FTEs 26.70 2745 26.89 2846 2813 28.20 29.04 3054 3045 3054 3018 29.78 3064 3318 28.94
Paid Hours [excluding Contract] 3894 4,012 3826 4263 4,074 383 4,029 4235 4,288 374 4,053 3923 4037 4568 7 42,236
Contract Labor Hours ET2 g3z T TES 896 111 1,091 986 1091 1,139 1273 1339 1,202 1,295 i 11,964
Total Paid Hours [including Contract 4,566 4,849 4597 502y 4,870 4992 5,120 5221 5,378 4,881 5,326 5,262 5239 5,864 E0,193
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Benefits of Rolling Forecasts

* Focus shifted to performance not the budget

— Focus shifted from Budget to “How can | run my business effectively &
efficiently”

* Directors & Managers increased their business acumen

— Forward focus instead of explanations of the past

* Eliminated time & “waste” associated with budgeting
Time savings for Finance & Directors / Managers in preparation

—Time savings from constantly reporting variances from a budget that was
often out of date as soon as the fiscal year started

— Consistent with our Lean principals to eliminate waste & increase value

* Adaptable, living forecast vs. static budget

— Changes with our ever-changing environment, every 3 months
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Lessons Learned

* Plan

* Understand your stats
* Trust the system

* A forecast is a “guide”

* If a projection is not accurate you can adjust itin 3
months as opposed to waiting & explaining for a year

* Don’t be afraid to implement if you are a small
organization

e Just Do It!




Questions?
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Speaker Information

Angela Estey is an Assistant Vice President and Practice Lead in the Healthcare vertical at
Kaufman Hall, responsible for overseeing the Software Consultant Implementation Team
for the Axiom Suite. She has counseled health systems of varying sizes as they embark on
their Rolling Forecasting journey and successfully implemented many of Kaufman Hall’s
Rolling Forecasting clients. Since joining the firm in 2013, Ms. Estey has held multiple roles
as a Software Implementation Consultant and Assistant Vice President on the Healthcare
Implementation Team. She also served as the Product Owner of Rolling Forecasting,
working with the Development and Product teams responsible for designing the Axiom
Rolling Forecasting module.

Ms. Estey has broad finance experience in multiple industries, including banking,
publishing, telecommunications, and nearly a decade in healthcare finance. Prior to
Kaufman Hall, she was Senior Director of Accounting at NorthShore University
HealthSystem in Evanston, lllinois. Ms. Estey has an M.B.A. with a focus in Accounting
from DePaul University and a B.S. in Business Administration from Marquette University.

Contact information:

Angela Estey, Assistance Vice President & Practice Lead
Kaufman, Hall & Associates, LLC
AEstey@kaufmanhall.com
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Speaker Information

Debbie Childress joined Beaver Dam Community Hospitals, Inc. four years
ago as the Controller. Debbie has responsibility for all finance areas
including budgeting, audit, financial reporting and analysis, accounts
payable and payroll. Debbie started her career in public

accounting twenty five years ago. She has 20 years healthcare
experience including 8 years as Director of Finance at Berlin Hospital in
Berlin, Wisconsin and eight years as Director of Corporate Finance at
Sherman Hospital in Elgin, lllinois.

Debbie is a CPA and has a B.S. in Accounting from Northern lllinois
University and an MBA from Lake Forest Graduate School of
Management.

Contact information:

Debbie Childress, Controller

Beaver Dam Community Hospitals, Inc. (BDCH)
DChildress@bdch.org

CONFIDENTIAL—

©2017 Kaufman, Hall & Associates, LLC. All rights reserve



KaufmanHall

Booth #75

5202 Old Orchard Road, Suite N700, Skokie, lllinois 60077
847.441.8780 phone | 847.965.3511 fax
www.kaufmanhall.com
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