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After viewing this Webinar, participants will be able to:

Learning Objectives

The COVID-19 Effect Stakeholder Alignment Partnership Options Risk Factors 

Describe why and how the 
COVID-19 pandemic is driving 
the urgency for healthcare 
organizations to find 
partners.

Define critical aspects of 
stakeholder alignment 
throughout a major 
partnership transaction, 
including strategic 
communications strategies 
for managing community 
perception, physician and 
employee engagement, 
elected and regulatory 
stakeholders, and more.

List the variety of 
partnership options in 
today’s environment, along 
with the new challenges 
presented to closing 
transactions.

Identify the risks of 
pursuing vs. not pursuing 
partnership 
opportunities.
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Continuing Education

Continuing 
education
credits available

In support of improving patient care, The Governance Institute, a service of National 
Research Corporation, is jointly accredited by the Accreditation Council 
for Continuing Medical Education (ACCME), the Accreditation Council for Pharmacy 
Education (ACPE), and the American Nurses Credentialing Center (ANCC) to provide 
continuing education for the healthcare team. This activity was planned by and for 
the healthcare team, and learners will receive 1 Interprofessional Continuing Education 
(IPCE) credit for learning and change.

AMA: The Governance Institute designates this live activity 
for a maximum of 1 AMA PRA Category 1 Credit(s)™. Physicians should 
claim only the credit commensurate with the extent of their 
participation in the activity.

ACHE: By attending this Webinar offered by The Governance Institute, 
a service of National Research Corporation, participants may earn up to 
1 ACHE Qualified Education Hour toward initial certification or 
recertification of the Fellow of the American College of Healthcare 
Executives (FACHE) designation.

Program level: Overview · No advanced preparation required

Field of study: Business Management and Organization

Delivery method: Group Internet based

Criteria for successful completion: Webinar attendees 
must remain logged in for the entire duration of the program. 
They must complete the evaluation survey and include their 
name and degree (M.D., D.O., other) at the end of the survey 
in order to receive education credit. Evaluation survey link 
will be sent to all registrants in a follow-up email after airing 
of the Webinar.
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Disclosure Policy

• As a Jointly Accredited Provider, the Governance Institute’s policy is to ensure balance, independence, objectivity, and scientific rigor in all 
of its educational activities. Presentations must give a balanced view of options. General names should be used to contribute to partiality. If trade name 
are used, several companies should be used rather than only that of a single company. All faculty, moderators, panelists, and staff participating in 
the Governance Institute conferences and Webinars are asked and expected to disclose to the audience any real or apparent conflict(s) of interest that 
may have a direct bearing on the subject matter of the continuing education activity. This pertains to relationships with pharmaceutical companies, 
biomedical device manufacturers, or other corporations whose products or services are related to the subject matter of the presentation topic. 
Significant financial interest or other relationships can include such thing as grants or research support, employee, consultant, major stockholder, 
member of the speaker’s bureau, etc. the intent of this policy is not to prevent a speaker from making a presentation instead, it is the Governance 
Institute’s intention to openly identify any potential conflict so that members of the audience may form his or her own judgements about 
the presentation with the full disclosure of the facts.

• It remains for the audience to determine whether the presenters outside interests may reflect a possible bias in either the exposition or the conclusion 
presented. In addition, speakers must make a meaningful disclosure to the audience of their discussions of off-label or investigational uses of drugs or 
devices.

• All faculty, moderators, panelists, staff, and all others with control over the educational content of this Webinar have signed disclosure forms. 
the planning committee members have no conflicts of interests or relevant financial relationships to declare relevant to this activity. The presenters 
have no financial relationships with the Governance Institute.

• This educational activity does not include any content that relates to the products and/or services of a commercial interest that would create a conflict 
of interest. There is no commercial support or sponsorship of this conference.

• None of the presenters intend to discuss off-label uses of drugs, mechanical devices, biologics, or diagnostics not approved by the FDA for use in the 
United States.
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• Factors driving urgency to partner

• Critical aspects of stakeholder management

• Doing deals in public health emergency: transaction 
structures and challenges

• Takeaways

• Closing comments

• Questions 

Agenda
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Setting the Stage

June 6, 2020
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Polling Question #1

What has the COVID pandemic revealed to you about your 
organization’s ability to sustain in its current state?

A. We are well positioned and going on the offensive to target strategic assets that have 
not fared well during the pandemic.

B. It wasn’t pleasant, but our organization is in as strong a position now as prior to the 
pandemic; no affiliations are being pursued in the short term.

C. The pandemic emphasized the need to reevaluate our strategic direction and possibly 
consider alignment options with a strategic partner.

D. We have already put out the “FOR SALE” sign.

E. Not applicable.



Factors Driving Urgency to Find Partners
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Shift from Defense to Offense
• Opportunistic pursuits

• Well-positioned entities

Competition for Top Strategic Targets
• Integrated delivery systems

• Investment bankers seeking prime physician 
and ambulatory targets to market

• Private equity investments

Interesting, hospital M&A deal volume was steady in 2Q’20 compared to the prior year.
Source: Irving Levin & Associates reported 19 deals in each of 2Q’19 and 2Q’20.

COVID Transaction Impacts: Buy Side
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For some acute-care providers, COVID has 
exacerbated pre-existing perpetual challenges

Investments in 
Technology 

and Facilities

Limited Access 
to Capital

Recruiting/ 
Retaining 
Providers

Patient 
Outmigration

Declining 
Fee for Service 
ReimbursementShift to 

Value-Based 
Reimbursement

Debt covenant compliance

Rating agency perceptions

Perception that bigger is 
safer

• Access to capital
• Lower purchasing costs 
• Economies of scale

Other Considerations

COVID Transaction Impacts: Sell Side (Acute Care)
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The Provider Relief Fund (PRF) 
sent significant targeted 
distributions to some of the most 
vulnerable acute-care operators:

– Rural hospitals
– Safety net hospitals
– Standalone children’s hospitals

Provider Relief Fund Targeted Distributions

*Includes rural acute care general hospitals, critical access hospitals 
(CAHs), rural health clinics (RHCs), community health centers 
located in rural areas, HHS specialty rural hospitals, urban hospitals 
with certain rural Medicare designations, and hospitals in small 
metropolitan areas.
**Includes safety net hospitals and children’s hospitals. 

Source: www.hhs.gov

Impact of recently 
released HHS reporting 
requirements???

Rural Providers*

Safety Net Hospitals**

Targeted
Distributions

Number of
Recipients Average

$11.3B

$14.4B

4,500

1,039

$2.5M

$13.9M

CARES Act Creating False Sense of Security?
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For some independent physician groups, COVID has fueled further exploration 
of hospital-physician alignment and private equity investment options

Management challenges for 
physician owners

• Compensation reductions

• Employee furloughs/layoffs

Challenges accessing capital

Risk tolerance levels breached

Limited telehealth capabilities

No capitated income

High percentage of elective 
procedures

>500 employees

Considerations Most impacted groups

COVID Transaction Impacts: Sell Side (Physicians)
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Will distressed 
hospital deal volume 
increase as the 
effects of government 
stimulus funding 
fade?

Will acute-care deals 
trend more toward 
mergers of mega-
systems or individual 
strategic acquisitions?

Will we see a flood of 
physician groups on 
the market in the 
coming quarter?

Will valuations reflect 
more of a buyer’s 
market from the 
competitive seller’s 
market of the last 
few years?

Is telehealth really 
here to stay and how 
does that affect 
investment 
strategies?

Looking Ahead
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Do you think hospital deal volume over the next 
six months will:

A. Increase

B. Decrease

C.Remain the same

D.Do not know

Polling Question #2



Critical Aspects of Stakeholder Management
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Current Deal Landscape
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Polling Question #3

Which stakeholder group do you consider the most 
important during a deal?

A. Board
B. Community
C. Media
D. Nurses and other employees/staff
E. Physicians
F. Regulatory agencies
G. State and local elected officials
H. Other
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Board Community

Media

Nurses/employees/staff

PhysiciansRegulatory agencies

State and local 
elected officials

Other

Stakeholders
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Polling Question #4

Excluding financial considerations, what is the top 
operational reason deals fail to close?

A. Lack of community support
B. Incompatible cultures
C. Concern about fate of organization’s mission
D. Mistrust between parties
E. Concern about governance
F. Concern about operations transition plan
G. Other party’s decision, for reasons I don’t know
H. Other
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Source: HealthLeaders Intelligence Report: Navigation The M&A Landscape: Achieving Clinical and Financial Objectives – April 2019

0 5 10 15 20 25 30 35

Mistrust between parties

Concern about governance

Incompatible cultures

Concern about fate of organization’s mission 

Concern about operational transition plan

Other party’s decision, for reasons I don’t know 

Lack of community support

Other

It’s (Still) All About the Politics of a Deal…
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The Value of Strategic Communications
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1. You must own the message. 2. Emotions trump facts. 3. The messenger is a message.

4. You must speak with one voice. 5. Start internally and build outward.

Ground Rules
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6. Meet people where they are.
7. Be flexible and work to 

over communicate.
8. Be responsibly transparent.

9. Think like the opposition 
(there will always be opposition).

10. Don't dance to someone else's music.

Ground Rules
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Doing Deals in Public Health Emergency: 
Transaction Structures and Challenges
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Potential Hospital 
Legal Structures

Potential Hospital-Physician 
Alignment Models
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The typical affiliation structures remain constant for health system and hospital-physician alignment.  
However, this event has resulted in changes to deal terms and the transaction process

Service 
Line 

Affiliations

Joint 
Operating 
Agreement

Management 
Agreement 

Hospital 
Lease

Member 
Substitution

Acquisition 
or Merger

Service Line 
Affiliations: 
Gainsharing, 

Clinical 
Co-Managements

Ambulatory 
Joint 

Ventures

Professional 
Services 

Agreement

Practice 
Acquisition/ 

Provider 
Employment

Prevalent Affiliation Structures
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Higher prevalence 
of escrowed 
transaction 
proceeds to ensure 
performance 
sustainability

Retained equity/ 
seller financing

Call options Focus on reps and 
warranties

Additional 
operational, 
financial, and 
compliance due 
diligence

• Accounting for 
CARES Act 
funding

• Debt covenant 
considerations

Lengthened 

time to close

Pandemic Impact on Deals



Takeaways



Closing Comments



Questions?
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The Governance Institute
1245 Q Street
Lincoln, NE 68508
Toll Free (800) 388-4264
Info@GovernanceInstitute.com

Isaac Squyres
Partner
isquyres@jarrardinc.com

David Pate, M.D., J.D.
Of Counsel
davidcpatemd@gmail.com

Thank you! How to contact us…

Michael Ramey
Principal
mramey@pyapc.com
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