CHA Rural Healthcare Symposium April 10, 2023
Governance Excellence Workshop

Today’s Agenda

Opening Remarks

Introductions and Session Objectives
Leadership in Challenging Times

Evolving Responsibilities of the Board

Energy Break

Case Study Discussions

Advanced Practices for a High-Performing Board
Session Adjourns
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Let’s Get
Acquainted!

HELLO

my name is

Please introduce yourself and

share:
(O oMo
* Yourrole and professional

background

* What are you hoping to get _

out of today’'s workshop?
>

© Via Healthcare Consulting 2023 All Rights Reserved
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Today’s Objectives
* Discuss the challenging
environment and the impact
to leadership
» Review the evolving
responsibilities of the board
* Summarize the
characteristics of a high-
performing board
* Problem-solve using real-life
examples of board challenges
(‘ Vl QlHisthcee © Via Healthcare Consulting 2023 All Righfs Res ’,
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Meeting Content ===)

Group Process )

What Really Goes on in Boardrooms

Official purpose
Formal rules
Written agenda

Feelings and needs
Informal leadership
Group dynamics
Decision-making
involvement

Interpersonal
communications

Courtesy of ACCORD LIMITED © Via Healthcare Consulting 2023 All Rights Reserved

There'’s

* Talk about how the process
component is affecting decisions

* Be aware of the group dynamics

Power in influence
Namlng It * Share concerns about possible

6

Karma Bass
858-775-8760

decisions

» Speak openly about interpersonal
communications breakdowns

Courtesy of ACCORD LIMITED

viahealthcareconsulting.com



CHA Rural Healthcare Symposium April 10, 2023
Governance Excellence Workshop

Group Guidelines

8
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|

ur Health: A Nation !"
nd Industry in Crisis :

The U.S. spends three to four times more on health care than South
Korea, New Zealand, and Japan.

Dollars (USD) per capita spend on health expenditures

B Government/compulsory + Voluntary Household out-of-pocket
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Fund FRSHCOLOrOHIR. 0BRBCVe 2

858-775-8760
viahealthcareconsulting.com 5



CHA Rural Healthcare Symposium April 10, 2023
Governance Excellence Workshop

U.S. life expectancy at birth is three years lower than

the OECD average.

Years expected to live, 1980-2021* 2021 data (or latest available year)*:

86

AUS: 83.2*

CAN: 81.7*
—FRA: 82.5
GER: 80.9
—JPN: 84.7*

—KOR: 83.5*

NETH: 81.5
NZ: 82.3*

70 —NOR: 83.2
SWE: 83.2

66 —SWIZ: 84.0
UK: 80.4*

62 —UsS:77.0 *
1980 1985 1990 1995 2000 2005 2010 2015 2020 OECD

82

78

74

average: 80.4

Source: Munira Z. Gunja, Evan D. Gumas, and Reginald D. Williams II, U.S. Health Care from a Global Pe , 2022: Spending, Outcomes (Ct Fund, Jan. 2023).

The
Commonwealth g . 3 .
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People in the United States experience the worst health outcomes

Infant mortality, deaths per

overall of any high-income nation.
1,000 live births 63638 _-
OECD average: 4.1 3 4 3.2 3. 2
65707076

5.4
2.4 25
||||| °“”“IIII|||
--..
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Maternal mortality, deathsper 233
100,000 live births

OECD average: 9.8

Percent of adults 18 and older who Percent of total population that is

have multiple chronic conditions obese

OECD average: 25.0
*
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% I'he Source: Munira Z. Gunja, Evan D. Gumas, and Reginald D. Williams Il, U.S. Health Care from a Global Perspective, 2022: Spending, Outcomes (C Fund, Jan. 2023).
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The U.S. has among the lowest rates of physician visits and

April 10, 2023

practicing icians.

The
Commonwealth
Fund

Practicing physicians per 1,000 Physician consultations in all
population settings per capita

TN S FI RO L &S
RO oon@oéer\@%@%@cgoéo

Source: Munira Z. Gunja, Evan D. Gumas, and Reginald D. Williams II, U.S. Health Care from a Global Pe , 2022: Spending, Outcomes (Ct
https://doi.org/10.26099/8ejy-yc74

Fund, Jan. 2023).
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2023 U.S. Hospitals Financial Snapshot

Key Takeaways

1. Hospital margins end year in difficult shape.
Despite modest margin improvements in November and December, suggesting a positive trendline heading into the new
year, 2022 was the worst financial year since the start of the pandemic. Approximately half of U.S. hospitals finished the year
with a negative margin as growth in expenses cutpaced revenue increases.

2. Financial pressures driven by labor expenses.
Hospitals faced prolonged increases in labor expenses last year. The increases were driven in part by a competitive labor
market, as well as hospitals needing to rely on more expensive contract labor to meet staffing demands. Increased lengths
of stay due to a decline in discharges also negatively affected hospital margins.

3. Outpatient settings see increased volume.
The front door of the hospital continues to shift away from the emergency department. Hospitals experienced increased
outpatient volumes, including in surgical settings.

4. Success in 2023 tied to learning lessons of '22.
Expense pressures are unlikely to recede in 2023. Hospitals that embrace better workforce management strategies, secure
more stable supply lines, and more effectively negotiate with payers are likely to have better financial years in 2023.
Hospitals should also leverage their outpatient footprint and improve relationships with post-acute settings to maximize
current patient volume trends.

l(aufmanHall NATIONAL HOSPITAL FLASH REPORT JAN 3 Kaufmanhallcom/nhfr  © aufman, Hall & Associates, LLC. All rights reserved
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Key Drivers of the Current State
®) .
{ T Z,
o | 2 £

Labor challenges Balance sheet flexibility

We expect labor Market volatility has
expenses to be the eroded much of the
largest driver of cushion gained during
operating challenges the pandemic. Balance
and a drag on earnings sheet trends will inform
rating stability

Cash flow compression

Performance
improvement initiatives
are important credit
considerations but we
anticipate weak margins
and some covenant

Revenue and demand

With staffing-related
capacity challenges and
volume uncertainty,
predictions have
become more difficult

= breaches
‘M
4 LA
Length and depth Governmental Event risks

of a recession funding and policy

The end of COVID-19
relief funding along with
broader scrutiny on
providers remain risks

Increased cybersecurity
and weather events
could further reduce
flexibility at a time of

operating stress

A recession could
exacerbate cash flow
challenges and pressure
investment earnings

S&P U.S. Not-for-Profit Acute Health Care Outlook 2023, January 5, 2023
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Federal Agencies with Regulatory or Oversight
Authority Impacting Hospitals
Four federal agencies account for 629 regulatory requirements that health systems, hospitals and post-acute care
providers must comply with, yet providers are subject to regulation and oversight from many other sources.
S
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Demands and Expectations

Facing Hospital Leadership

» Board Expectations and Relationships

* Medical Staff Expectations and Relationships
* Employee Expectations and Relationships
 Patient Expectations and Relationships .
* Public Expectations Feelmg

* Political Expectations overwhelmed
+ Quality Standards yet?

* Audit / Accounting Standards

* Third Party Payor Agreements

« Staffing Shortages

* Generational Workforce Changes
+ State Licensing Requirements

© Via Healthcare Consulting 2023 All Rights Reserved
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The Rural Landscape

81 million people (19.7% of the population)live in areas considered rural

* 17% of rural residents live at or below the poverty line, compared to 14% of
urban residents

» 70% of Health Professional Shortage Areas are located in rural or frontier
communities

» BIPOC (Black, Indigenous and people of color)and Latinx communities have
even higher rates of poverty and obesity, as well as lower educational
attainment, than rural White and urban children.

Source: “2022: Key Messages and Data Points,” National Rural Health Day.
© Via Healthcare Consulting 2023 All Rights Reserved
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Q16 rural hospitals
in California are
at risk of closing

Source: “Rural Hospitals at Risk of Closing,” Center for Healthcare
Quality and Payment Reform. January 2023

Rural Hospitals at Risk of Closing

» Rural Hospitals

Rural Hospitals Are at Risk

% Total

© Via Healthcare Consulting 2023 All Rights Reserved 19
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Who's at Risk in California?

Karma Bass

Closures | Current Number Percent Number Percent Number at Percent
Since Rural w/ Losses | w/ Losses at Risk at Risk | Immediate Risk [ at Inmediate
State 2005 | Hospitals | on Services | on Services | of Closing | of Closing of Closing Risk
Alabama 7 52 33 63% 25 48% 16 31%
Alaska 1 ¥ 10 59% 4 24% 2 12%
Arizona 4 27 15 56% 2 7% 4%
Arkansas 3 49 34 69% 21 43% 8 16%
California 9 55 29 5 16 29 6
Colorado 0 42 16 38% 7 17% 0 0%
Connecticut 0 3 2 67% 2 67% 1 33%
Delaware 0 2z 0 0% 0 0% 0 0%
Florida 8 21 10 48% 6 29% 4 19%
Georgia 9 67 35 52% 19 28% 6 9%
O R apne, Cente) Jof Healtheare © Via Healthcare Consulting 2023 All Rights Reserved 20
20
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Evolving Responsibilities of the Board

22
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The Governance Challenge

“There is no other group than the trustees, both
deeply concerned and yet above the fray, to insist
on the clarification of mission; to monitor
institutional progress; to protect the integrity of
the institution.”

John W. Nason
The Nature of Trusteeship

© Via Healthcare Consulting 2023 All Rights Reserved 23
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Legally-Mandated Fiduciary Duties

Care Obedience
The board must be knowledgeable The board must ensure that the
of all reasonably available organization is obedient to its central
information and act with purposes as described in its articles
appropriate prudence and care. of incorporation and the mission.
Loyalty

Discharge duties unselfishly, to benefit only the
corporate enterprise and not the directors personally.
This means directors must:
1. Disclose situations with potential for conflicts.
2. Avoid competition with the organization.
3. Refrain from discussing confidential board
business with others.

© Via Healthcare Consulting 2023 All Rights Reserved 24
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“Fiduciary” Definition

“A person who holds something

in trust for another; trustee.
A fiduciary guardian for a minor child”

Webster's
New World Dictionary

© Via Healthcare Consulting 2023 All Rights Reserved 25
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Three Important Point

* Boards only have authority whe
meeting as a board(not as
individuals or sub-sets)

* Boards must speak with one
voice

* The Board's primary contact -
and only employee - is the
President/CEQO

© Via Healthcare

26
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A Focus on Governing

Governance vs. management
How to tell them apart...

The board handles Management handles
the what the how

Keeps an eye on the
horizon, affirms and
adheres to the
mission, provides
vision and strategic
direction and
oversees
implementation.

Delivers results by
implementing policy
and strategy,
managing operations
and reporting on
performance.

© Via Healthcare Consulting 2023 All Rights Reserved 28
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Questions to Help Clarify Roles

Is it big?

|s it about the future?

|s it core to the mission?

. High-level policy decision needed?

. Isared flag waving?

. Isawatchdog watching?

N oo s NN

CEO wants/needs board’'s support?

Note: If the CEO asks the Board for advice on a management
issue, the CEO should ‘declare’ that intent, and be responsible
for bringing the Board back ‘up’ to governance

© Via Healthcare Consulting 2023 All Rights Reserved

29

Role of The CEO

¥ g ® = i

Manage day- Develop & Organize hospital Develop & Achieveresults
to-day implement to prlgvide gafe, irpplem_er;t
operations strategic quality patient Inancia
. ; care plans/budget
direction
00
@
AN & m
. Ensure availability of Serve as hospital's
Build human necessary representative and
organization resources & deploy liaison to community,
them medical staff, and board

© Via Healthcare Consulting 2023 All Rights Reserved 30

30
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Role of The Board

= Set strategic direction
= Serve the mission

= Adopt policies

= Make decisions

= Confirm provision of safe,
quality patient care

= Adopt sound financial plans &
monitor

= Select/evaluate CEQO

= Connect with community

= Qversee organizational
integrity

= Fvaluate board performance

© Via Healthcare Consulting 2023 All Rights Reserved 31
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CEOs Get Frustrated by...

* Inappropriate involvementin
operations

* Unclear expectations of CEO

* Lack of honesty with CEO

» Cop mentality

* Going around the CEQO

 Leaks of confidential information

* Insufficient healthcare knowledge

Late and/or absent members

* Grenades in meetings

© Via Healthcare Consulting 2023 All Rights Reserved 32
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Boards get frustrated by...

« Fully baked cakes

+ Excessive time
expectations

+ Being keptin the dark

+ Smoke-filled room
decisions

+ Overloaded board packets
with too much jargon

« Too many reports by staff

+ Tension between
administration and
physicians

+ Insensitivity to need to live
and work in the community © Vi Healihcare Consuling 2023 All ighs Reserved 33
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Six Key Responsibilities of Boards

Set Strategic Direction

Quality and Safety Oversight
Financial Oversight
Management (CEQ) Oversight

Advocacy

T T T T T 1T

Governance Effectiveness

34

© Via Healthcare Consulting 2023 All Rights Reserved
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Governance Effectiveness

* Create selection criteria for board as
awhole

* Insist on mandatory orientation and
education

* Implement leadership development
and succession

* Conduct annual board self-
assessment and evaluate individual
member’s performance

* Assess board's structure, bylaws, and
policies on areqgular basis

© Via Healthcare Consulting 2023 All Rights Reserved

35

Meeting Effectiveness /

April 10, 2023

* Create a master board calendar

* Develop effective committee
structure and reporting process

goals

* Avoid overpacked agendas to ensure .
sufficient time for discussion

1
1
\

© Via Healthcare Consulting 2023 All Rights Reserved

* Establish and review annual board “..:‘ .

36
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Conflicts of Interest

 Exist on all boards; not ‘bad’ per se I l l

* A matter of law

« Can be addressed by clear policies ‘ ‘
and procedures:

* Annual disclosure S
* Written policy / process ‘ ’ ‘ _

« Minutes document attendance and votes =

© Via Healthcare Consulting 2023 All Rights Reserved

37

The Health Insurance Portability and
Accountability Act (HIPAA) and You

Hospital board members are required to comply with the
Health Insurance Portability and Accountability Act (HIPAA).

Itisillegal to discuss patient information outside of certain types of
closed meeting sessions.

In other words, nejphbors and
[riends may gosspp about
someone & hospital stay but
board members iy be //‘eaf/)(/
the baw Co do s,

Via Healthcare Consulting 2023 All Rights Reserved 38

38
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What'’s Confidential?
(a partial list)

» Medical Staff appointments/reappointment and disciplinary action

» Data about clinical services and patient care, malpractice information, actual or
threatened litigation, and sentinel events

* Information relating to individual patients such as medical records, billing or
financial data

* Hospital's confidential business and strategic plans

* Performance of executives including evaluations, compensation, contract and
employment conditions

« All discussions in closed session

© Via Healthcare Consulting 2023 All Rights Reserved 39
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What'’s a Board to Do?

* “Get Comfortable with » Keep Your Eye on the Right
Being Uncomfortable” Metrics

* Stop the Infighting « Look Beyond Traditional

* Question Assumptions Competencies When Recruiting

gngage in Continuous Learning

40

40

Karma Bass
858-775-8760
viahealthcareconsulting.com 20



CHA Rural Healthcare Symposium April 10, 2023
Governance Excellence Workshop

Energy Break

Let's start again at 2:30 pm

41

Small Group
Discussion /

Case Studies

42

42
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Advanced Practices of
High-Performing Boards

April 10, 2023

Profile of a High-Performing Board

Members are Roles and Thereis astrong
focused onthe expectationsare focus on

organization’s clearly defined and performance and
purpose and mission followed or met results

Individual board Members represent
members are and actively
engaged and advocate within and

knowledgeable for the community

Source: The Governance Institute.
https://www.governanceinstitute.com/page/BiennialSurvey Via Healthcare Consulting 2023 Al Rights Reserved
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Your organization is an
interconnected network of people...

Starting with the...

Board

Executives
Do@ors

Nurses
Ma@ngers

Receptionists

Patients

46
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The Fo of Trust

on me to
romise!”

47

Building Trust in the Workplace =
Building Trust in the Boardroom

Trust Distrust

Assessments | can trust this person Trusting this person is
about the : s dangerous
am safe with this person .
SMETReron P This person poses a threat to
me
Assessments I
am safe
B ot it | am not safe
| can handle whatever | can’t handle what this
happens person might do
| can be open and | need to protect myself
forthcoming
Associated
emotions Hope e Curiosity e Fear ® Anger ® Resentment
Generosity ® Care ® Resignation a8
Taken from The Thin Book of Trust: An Essential Primer for Building Trust at Work, Charles Feltman
48
Karma Bass

858-775-8760
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Which Behaviors Should the Board...

(f tart ,7 (f 50/0 ,7 ga/(ﬁ}(a@ '?

49

49
hat A ive Discussions?
What Are Generative Discussions?
. - S ——— T
0 Frames questions = :
) _ Governance
/. Addresses the biggest challenges as
Leadership
Is key to understanding and responding to Reframing the Wark of
. . Nonprofif Boards
paradigm shifts
rounBtunes
@) Keeps focus, decision-making on the
purpose, mission Like to read about governance? Consider
reading the book that coined the term,
ﬂ “Generative Governance”: Governance As
® Canbe Cha||enging, and most rewarding Leadership, by Richard P. Chait, William P.
= Ryan, and Barbara E. Taylor
© Via Healthcare Consulting 2023 All Rights Reserved 50
50
Karma Bass
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Thank you!

Karma Bass, MPH, FACHE
CEO/Managing Principal
(858) 775-8760
kbass@viahcc.com
viahealthcareconsulting.com

31 ~y Healthcare
,’ Vl(l Consulting

51
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Case Study #1

Board Diversity

Instructions

As you begin, please choose one group member to facilitate the discussion (a facilitator), another to
capture key points of the discussion on a notepad (a recorder) and a third to report back to the larger
group (a reporter). If your group prefers to combine any of these roles, feel free to do so. Spend two
to three minutes reviewing the case study independently. Then discuss each of the questions listed
below. The facilitator should keep track of time to ensure the discussion covers all the questions
during the time available.

How to Best Represent the Community*

The board of a large urban hospital serving a very diverse patient population in the Northeast has just
completed a self-assessment. The board, which is predominantly white and male, with most members
over the age of 65, rated itself lowest in response to the statement: The board’s composition closely
reflects the demographic (i.e., age, race, ethnicity, gender) profile of the community it serves. As part of
the board’s self-assessment follow-up action plan, a subcommittee is appointed to address this weighty
issue.

Discussion within the subcommittee and among the full board reveals a lack of unity on how to best
proceed. Some believe there is a need for a more diverse board composition but are unsure of how to
achieve it, citing that the board has always used a competency-based approach to recruitment. Others
understand the importance of focusing on their diverse patient populations’ needs but don’t believe
board composition is related to this. As one board member commented, “Just because I’'m white doesn’t
mean | can’t understand the issues involved with serving our diverse populations.” When the board
chair respectfully challenges this, the board member replies, “If my contribution is not welcome on this
board, | am willing to resign.”

To further conflate the discussion, the board chair expresses his belief that the board should focus not
on board diversity, per se, but on overseeing development of the hospital’s diversity, equity, and
inclusion policies. Focusing on these areas will “move the needle the most,” he says.

The subcommittee is left to decide which approach to pursue.

In small group discussion, please answer the following questions.

1. Where do you think the board subcommittee should start in taking on this work?
Should the board focus on recruiting new members who meet the desired board competencies,
or should it focus on recruiting more diverse board members in age, race, ethnicity, and gender?
3. How quickly should the board expect to transform its composition?

*Case studies are fictionalized and may be based on several clients’ experiences. These scenarios are intended for discussion only.
To maintain anonymity, we have changed the names of organizations, locations, identifying characteristics, and details.
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Case Study #2

Who Oversees Quality?

Instructions

As you begin, please choose one group member to facilitate the discussion (a facilitator), another to
capture key points of the discussion on a notepad (a recorder) and a third to report back to the larger
group (a reporter). If your group prefers to combine any of these roles, feel free to do so. Spend two
to three minutes reviewing the case study independently. Then discuss each of the questions listed
below. The facilitator should keep track of time to ensure the discussion covers all the questions
during the time available.

The Scenario*

A health system with multiple hospitals in the Southeast acquires a large multispecialty medical group
practice near its flagship facility. The medical group now falls under the umbrella of organizations that
the health system’s board governs. The medical group, however, has an existing board, comprised of
physicians, that provides oversight and sets goals for the medical group.

A few months after the acquisition is finalized, the system board chair requests a report on quality
metrics from across the continuum of care. She believes the board has been overly focused on inpatient
care despite the health system being an integrated care network. Accordingly, the medical group’s chief
medical officer presents the group’s key quality metrics at the next system board meeting. During this
discussion, board members ask a number of probing questions, including why certain metrics are not
included. The medical group’s CMO is taken aback by what he considers to be an interrogation and a
critique. He responds to the questions rather testily; the board members are put off by his dismissive
attitude. The tense exchange colors the remainder of the meeting and sets the CMOQ’s relationship with
the board on a rocky course.

Later, after the meeting the medical group CMO is debriefing with the system CEO. “l don’t understand,”
he comments, “they’re not physicians or clinicians. What role do they have in setting the medical
group’s quality metrics?”

In small group discussion, please answer the following questions.

1. How would you answer the CMOQ’s question? Should the system board be setting the medical
group’s quality metrics?

2. Does the system board have a role in overseeing medical group quality? If so, how does it
dovetail with the responsibilities of the medical group’s existing board?

3. Who was responsible for the medical group CMO’s rough start with the system board? Should
the situation have been handled differently?

*Case studies are fictionalized and may be based on several clients’ experiences. These scenarios are intended for discussion only.
To maintain anonymity, we have changed the names of organizations, locations, identifying characteristics, and details.

Mo Via s



Case Study #3

Fostering a New CEO’s Success

Instructions

As you begin, please choose one group member to facilitate the discussion (a facilitator), another to
capture key points of the discussion on a notepad (a recorder) and a third to report back to the larger
group (a reporter). If your group prefers to combine any of these roles, feel free to do so. Spend two
to three minutes reviewing the case study independently. Then discuss each of the questions listed
below. The facilitator should keep track of time to ensure the discussion covers all the questions
during the time available.

The Scenario*

The board of a 200-bed hospital in a mid-size Midwestern city is about to enter into executive session to
conduct its six-month evaluation of the new CEO. Prior to assuming the role, the CEO had been a rising
star within the organization, progressing up through several leadership roles over the past 10 years.

When she took on the CEO position, the hospital had been facing a number of difficulties, including
significant financial losses, so the board decided it would be best to take financial oversight off her plate
while she got oriented to her new role. The board directed the CFO to report directly to the board and
instructed the CEO to hire an executive coach to build her leadership abilities and executive presence.

In her short tenure, the CEO has achieved some key wins. She successfully resolved a lengthy and
expensive dispute with the market’s leading orthopedic group over an ambulatory surgery center. She
negotiated additional staffing flexibility with the local nurse’s union. And, the latest employee survey
indicates that morale across all levels has improved.

Despite these successes, the hospital’s finances are still floundering, and the executive leadership team
has expressed concerns about her capabilities. The CFO, in particular, has been sharing his reservations
with the board about her leadership skills and ability to oversee finances. Some believe she can be too
aggressive in her communication style and note that her attire is not suitably professional to her role.
The board notices that she appears tense and frustrated at times during board meetings. A few times
she has been argumentative in front of the board, correcting the CFO when he’s commenting on
operational matters. Some board members have privately wondered whether she is the right person for
the role. There’s even been discussion of developing a performance improvement plan for the CEO.

As all members are seated, the performance evaluation begins.

In small group discussion, please answer the following questions.

On the basis of what’s been shared, how would you evaluate the CEQ’s performance, thus far?
What factors could be contributing to the CEO’s leadership challenges?

How should the board deliver its feedback to the CEO and who should participate?

What should the board do to work effectively with this CEO going forward?

il

ACase studies are fictionalized and may be based on several clients’ experiences. These scenarios are intended for discussion only.
To maintain anonymity, we have changed the names of organizations, locations, identifying characteristics, and details.
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