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Lisa Goldstein is a nationally recognized analyst, speaker, writer, and expert on not-for-profit healthcare.
At Kaufman Hall, she is a member of the Treasury and Capital Markets practice and Thought
Leadership team. Prior to joining Kaufman Hall, Lisa spent more than 30 years at Moody's Investors
Service, including 10 years serving as Associate Managing Director. She managed the rating agency’s
U.S. not-for-profit healthcare ratings team and oversaw credit rating and monitoring for 350 not-for-profit
hospitals. Lisa holds an M.P.A. in public and non-profit finance, management, and policy from the New
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Learning Objectives

After viewing this Webinar, participants will be able to:

Environmental Social Governance
Identify questions related to Describe hospital and health
ESG typically asked by investors system options for demonstrating

and others their commitment to ESG.
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Continuing Education

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
credits available IPCE CREDIT™ Was planned by and for the healthcare team, and learners will receive 1 Interprofessional
Continuing Education (IPCE) credit for learning and change.

Continuing

education

AMA: The Governance Institute designates this live activity for a maximum CPE: The Governance Institute is registered with the National

of 7 AMA PRA Category 1 Credit(s)™. Physicians should claim only the credit Association of State Boards of Accountancy (NASBA) as a sponsor of

commensurate with the extent of their participation in the activity. continuing professional education on the National Registry of CPE
Sponsors. State boards of accountancy have final authority on the

ACHE: By attending this Webinar offered by The Governance Institute, a acceptance of individual courses for CPE credit. Complaints regarding

service of National Research Corporation, participants may earn up to 1 registered sponsors may be submitted to the National Registry of CPE

ACHE Qualified Education Hour toward initial certification or recertification Sponsors through its Web site: www.nasbaregistry.org.

of the Fellow of the American College of Healthcare Executives (FACHE) In accordance with the standards of the National

designation. Registry of CPE Sponsors, CPE credits will be granted
based on a 50-minute hour.

Criteria for successful completion: Webinar attendees must remain logged Field of study: Business Management & Organization

in for the entire duration of the program. They must answer at least three A Program level: Overview
polling questions. They must complete the evaluation survey in order ( :PI E Prerequisites: None
to receive education credit. Evaluation survey link will be sent to all Advanced preparation: None

registrants in a follow-up email after airing of the Webinar. Delivery method: Group Internet based

Maximum potential CPE credits: 1
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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, faculty, and speakers have no conflicts of interests or relevant financial relationships to declare relevant
to this activity. The presenter has no financial relationship with The Governance Institute or its parent company, NRC Health.

e 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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Poll #1: What Is ESG?

a. A new way of looking at a hospital’s long-standing efforts
regarding Environment, Social, and Governance.

b. A new financial ratio used by investors that measures Earnings, Scale,
and Goods purchased.

c. Atech platform that Elon Musk will Soon Govern.

d. I don’t know; it’s a new concept that | need to understand.
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https://www.unepfi.org/fileadmin/events/2004/stocks/who_cares_wins_global_compact_2004.pdf.

ESG Integrates the Dual Aims of Environmental Stewardship

and a Just Social Mission, with Governance over Both

* Climate change and related risks
* The need to reduce toxic releases and waste
* New regulation expanding the boundaries of environmental liability with regard to

EnVironmental products and services

* Increasing pressure by civil society to improve performance, transparency, and
accountability, leading to reputational risks if not managed properly

« Emerging markets for environmental services and environment-friendly products

*  Workplace health and safety
+  Community relations
* Human rights issues at company and suppliers’ contractors’ premises

SOC]al + Government and community relations in the context of operations in developing
countries

* Increasing pressure by civil society to improve performance, transparency, and
accountability, leading to reputational risks if not managed properly

« Board structure and accountability

* Accounting and disclosure practices
Governance ¢ Audit committee structure and independence of auditors
* Executive compensation

*  Management of corruption and bribery issues
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Why Are Not-for-Profit Healthcare Investors Focused on ESG?

« ESG is a factor for taxable investors and of rising importance to tax-exempt
investors when making their investment decisions.

« ESG disclosure may attract a wider base of investors.
* Rating agencies opine on ESG strategies and the impact on credit.

« There is increased demand for greater transparency around ESG, but ESG metrics
are varied, not standardized and in the nascent stages.

+ Disclosure of ESG-related metrics and benchmarks should be carefully considered.
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Select ESG Topics and Themes for Not-for-Profit Healthcare

Environmental Considerations Social Considerations Governance Considerations

« Climate-change weather
events (hurricanes, rising sea
levels, flooding, wildfires)

« Business continuity and
resiliency plans

- Vendor and supplier selection
based on environmental goals

- Sustainability and recycling
efforts

« Carbon-emission reduction

- Strategies to recruit and retain

a diverse workforce

- Aging population and

behavioral health needs

- Disparities in healthcare

outcomes among
socioeconomic groups

« Social determinants of health

data and usage

- Responsible production of

good and services

- Board and c-suite diversity

and selection process

« Cyber preparedness and

management

- Alignment of executive

compensation with ESG goals

- Effective whistleblowing

mechanisms

- Leadership role for ESG

initiatives
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Questions about ESG to Consider

» What is your business continuity plan in the event of
a weather-related event?

« What are your efforts toward sustainability,
recycling, and lowering the carbon footprint?

Environmental

» What are your DE&I goals regarding workforce
recruitment?

» What are your steps on address healthcare inequities
and access to care?

» What are your goals regarding board and c-suite
diversification and strategies on succession planning?

» What are your benchmarks or indicators regarding
ESG?

Governance
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Environmental: Navigating Weather-Related Changes

+ Investors will want to know how you are How Sutter Health. MD Anderson

prepared for climate-change disasters 5 % :
(hurricanes, wildfires, flooding, sea-level and a stand-alone clinic survived

rising, for example). natural disasters

Communication, planning and the right technologies are key when
wildfires and hurricanes strike large systems and community

« Physical plant preparedness plans should medical groups alike.
be shared.

- Business continuity plans should address Turn around, don’t drown: Glynn
all facets of operations in the event of a County streets flooded after 7
natural disaster, including access to inches of rain
liquidity. System dumping water on Southeast Georgia is unrelated to

Hurricane Sally
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A Reality Check on Health Equity

« Achieving health equity is a challenging problem that is not being solved
comprehensively, and the overall pace of change is inadequate.

« Achieving health equity will require large organizations with competency,
sophisticated capabilities, and exceptional financial and intellectual resources.

» These characteristics must be woven together with the organizational values
that will assure success in solving health equity problems wherever and
whenever such inequities are found.
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COVID Spotlighted the Longstanding Crisis of Health Inequity

Risk for COVID-Related Death and Hospitalization
by Race/Ethnicity

3 2.8 2.8

2.3
2
2
1.5 1 1
1
. | B
0

Risk for Death Risk for Hospitalization
mBlack mHispanic mWhite

Source: Kaiser Family Foundation analysis of age-adjusted CDC COVID Data
Tracker information as of October 2021.

COVID-Related Deaths by Race/Ethnicity, Ages 65-74
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Source: CDC COVID Data Tracker, from 713,348 deaths as of Jan. 10, 2022.

Hispanic and Black individuals are at least twice
as likely to die from COVID as their white
counterparts and almost three times as likely to
be hospitalized.

Percentage of deaths from COVID for Hispanics and
Blacks is greater than their percentage of the total
population in most age groups, while for whites,
the percentage of death is significantly less than
their percentage of the total population.
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Poll #2: During the pandemic...

...our organization provided public health services beyond the clinical needs
that included:

a.

Food banks

Vaccinations

Both aand b

None of the above

The Governance Institute | May 12, 2022
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COVID Highlighted Long-Term Underinvestment in Public Health

« Research shows that the U.S. has a $4.5 billion shortfall in funding to provide a minimum
standard of foundational public health capabilities.’

« The fragmented system suffers from
- a lack of planning and coordination
- an insufficient workforce and training

- a failure to create an infrastructure capable of providing basic public health functions
such as vaccine development and distribution.?

- During the pandemic, test development, test administration, contact tracing, and vaccine
administration fell largely to the nation’s provider health systems, along with the 3+ million
hospital admissions related to COVID-19.3

Sources: 1. Maani, N., Galea, S.: “COVID-19 and Underinvestment in the Public Health Infrastructure of the United States, The Milbank Quarterly, June 2020. 2. Ollove, M., Vestal, C.: “Public Health
Systems Still Aren’t Ready for the Next Pandemic,” The PEW Charitable Trusts, Jan. 27, 2021. 5. Centers for Disease Prevention and Control, COVID-19 Data Tracker, Oct. 13, 2021.
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What Public Health Challenges Mean for America’s Health Systems

« As the COVID crisis continues, the job of America’s health systems is to deliver
exceptional and equitable healthcare to 330 million Americans, while
confronting the current pandemic and broad problems of social and economic
justice in America.

» To make the situation even more confounding, these problems will need to be
met on a new economic platform.

- Therefore, meeting these challenges will require a new level of health system
ideas, aggressiveness, ambition, and imagination.
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A New Mindset for Healthcare Organizations

« Hospitals are the organizations that truly matter when it comes to
healthcare delivery.

- And now, because of COVID, hospitals are also the organizations that
truly matter when it comes to health equity and to public health.

» Moving forward, hospitals will be asked by communities all over the
country to be the organizations that truly matter when it comes to a
broader set of national problems related to the wellbeing of patients
and communities:

- Problems that COVID has made much worse
- Problems that the public sector has never been able to solve

During COVID, did
your hospital provide:

0000

(W

(W

Vaccines?

Food banks?
Affordable housing?
Childcare?
Facilities for
education?

Mental health
services?

Public laundry
services?

The Governance Institute | May 12, 2022



Poll #3: A focus on ESG can help recruit and retain employees because:

a. ESG is of growing importance to the healthcare consumer.

b. ESG shows a commitment to address the ongoing challenges of access
to affordable healthcare.

c. Diversity, equity, and inclusion is one of the key tenets of ESG and
important to our organization.

d. All of the above.
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Workforce Dislocation Is a Real and Permanent Problem

« In April 2020, during the first wave of COVID, more than 5 million Americans left the workforce.’
- Between May and September of 2021, as COVID dragged on, 20 million Americans voluntarily left their jobs.2

* 1.4 million mothers with school-age children found themselves forced to leave the paid workforce during the
pandemic.3

- The percentage of women in the workforce is lower than it has been for 30 years.*
+ During the pandemic, almost 1 in 5 healthcare workers quit their jobs.>

 One-third of nurses plan to leave their current roles by the end of 2022.6

— More than a quarter of nurses planning to leave their jobs target becoming traveling nurses.

- Staffing shortages and COVID-19’s effects on healthcare workers’ mental health are cited as the top two patient
safety concerns for 2022.7

Sources: 1. U.S. Bureau of Labor Statistics; Cassella, M.: “The pandemic drove women out of the workforce. Will they come back?” Politico, July 22, 2021. 2. U.S. Bureau of Labor Statistics. 3. Heggeness,
M.L., et al.: “Tracking Job Losses for Mothers of School-Age Children During a Health Crisis,” U.S. Census Bureau, March 3, 2021. 4. Cassella, Politico. 5. Saad, L. and Wigert, B.: “Remote Work Persisting
and Trending Permanent,” Gallup, Oct. 14, 5. Galvin, G.: “Nearly 1 in 5 Health Care Workers Have Quit Their Jobs During the Pandemic,” Morning Consult, Oct. 4, 2021. 6. Saad, Gallup Study: 34% of Nurses
Plan to Leave their Current Role by the End of 2022, Incredible Health, 2021. 7. Special Report: Top 10 Patient Safety Concerns 2022. ECRI and the Institute for Safe Medication Practices, 2022.
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As Demand for Contract Labor Increased, So Did Its Wage Rates

$180
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Median Wage Rates for Employed and Contract

Nurses
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$65 371
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B Employed Nurses ®Contract Nurses

Source: Kaufman Hall

Pre-pandemic, wage rates for
contract nurses were almost
double those for employed
nurses.

As the pandemic continued and
labor shortages intensified, that
wage gap increased significantly.

As of March 2022, the median
wage rate for contract nurses
was almost three times higher
than the wage rate for employed
nurses.
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Workforce Is Very Much a C-Suite Challenge

Chief Executive Officer Chief Human Resources Officer

* Limited growth opportunities * High attrition rates

» Competition from disruptors » Challenge sourcing clinical staff

» Workforce dissatisfaction » Staff requiring flexible working arrangements
» Patient care quality + DEG&I efforts

Chief Financial Officer
 Inflation/higher labor costs

» Lower margins/profitability

* Increase in clinical hiring costs

Chief Operating Officer

» Operating in high uncertainty

« Difficulty staffing shifts

* Increase in administrative tasks and
platforms to use for patient care

Chief Medical Officer Chief Nursing Officer

* Physician burnout * Nurse burnout

* Administrative tasks increase * Multiple shifts due to workforce shortages
* Nursing staff shortage * Higher patient expectations

» Patient dissatisfaction
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Asking the Right Questions to the Workforce

« What would cause you to consider a new job opportunity?

« What would cause you to stay with our hospital rather than leave for another
job opportunity?

« What are your basic requirements for an acceptable job?

« Does your hospital fulfill those requirements?

« What does your ideal job look like?

« What is meaningful work for you?

« What gets in the way of your spending enough time on meaningful work?

« What does flexibility mean to you?

« What is a fair level of compensation?

« What benefits are the most critical to you?
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The Aging U.S. Population Will Shape How Healthcare Is Delivered

We are living longer
0 - The birth rate is down 1
The population is aging

* Hospitals need to address “Where to
Care?” as the population ages.

* More integrated forms of healthcare
delivery including digital, DIY healthcare,
and hospital at home will play a greater
role.

Births per 1,000 People

« With Medicare representing about half of g
hospital revenue, operating efficiencies 1
will be even more important. i

Life Expectancy at Birth (Number of Years)
anoqy pue sg a8y uonendod |e3101 JO JUIdIad

69 )
1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Sources: FRED Economic Bank, Federal Reserve Bank of St. Louis; World Bank Data.
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Governance
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Poll #4: A discussion of your ESG strategies...

...with investors and rating agencies is important because:

a. They are looking more closely at ESG in their buying and rating
evaluations.

b. It is part of a not-for-profit hospital’s inherent mission, governance,
and maintenance of tax-exempt status.

c. There may be a financial benefit when pricing debt of organizations
with ESG-oriented strategies.

d. All of the above.
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Investors Witnessed Resiliency During Pandemic

Remarkable agility Deft Covenant Management

e C(Clinical lessons learned from the rapidly e Many hospitals faced debt covenant
spreading cases in Seattle, New York, violations given material revenue
and New Jersey. decline.

e Trustees and management used all e Many hospitals proactively sought
available resources to secure PPE, amendments during COVID before the
ventilators and liquidity. covenant violation occurred or received

. Uniform advocacy for swift and a multi-period waiver thereafter.

substantial relief funds. « Rating agencies not only look at the

causal factors but a team’s steps to
manage covenants.

« Rapid decisions made on staffing given
the shutdown.
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Impact Investing Expands Traditional Community Benefit

« Impact investing takes community benefit to the next level with loans (not
grants) to organizations who address social needs.

« A small return ensures that the funds can be re-invested into new projects.

« Shorter-term gains include social benefits that the projects address (such as
affordable housing); longer-term gains can improve healthcare access and
appropriate use of hospital facilities.

« Investors and rating agencies will focus on size of allocation relative to
unrestricted cash, pace and structure of investments and reporting guidelines.

The Governance Institute | May 12, 2022 28



Management Teams Need to Consider All Aspects of ESG Disclosure

Pros Cons

v' Demonstrating a commitment to ESG may
help workforce recruitment efforts,
especially among younger generations.

v For organizations considering new debt

issuance, an ESG commitment may attract a
broader pool of investors.

v Disclosure of ESG data aligns with the
mission-driven, community-centered focus
of not-for-profit healthcare.

v A leadership position on ESG issues may
enable the organization to help shape
emerging disclosure standards.

v' Disclosure standards are still in a nascent
stage and may change over time.

v' Committing to ESG also will require a

commitment of resources to gather and
report on ESG data.

v Thus far, there have not been significant
savings or “greeniums” from ESG-focused
debt issuance in not-for-profit healthcare.

v Once committed to ESG, it may be difficult
to disengage if other priorities emerge.

The Governance Institute | May 12, 2022
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Can Your Trustees Answer These Five ESG Questions?

1. What are your goals regarding board and C-suite diversification and
strategies on succession planning?

2. What are your strategies to address health inequities and access to
affordable care?

3. What are your benchmarks or indicators regarding ESG?

4.  What are your commitments to disclosure and transparency regarding
ESG strategies?

5. What are your cyber strategies and preparedness?
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Key Takeaways Regarding ESG

v Expect questions on ESG strategies from muni and taxable investors.
v Expect increased discussion on your ESG strategies in rating agency reports.

v Consider including an ESG section in offering statements, especially if selling
taxable debt, with input from consultants, underwriters, and disclosure counsel.

v Include a slide on ESG related strategies in rating agency presentations or a
thoughtful discussion on ESG strategies in meetings.

v Thoroughly vet a disclosure commitment around ESG; as with any metric, once
disclosure begins it can be difficult to abate.
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Discussion & Questions
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Contact Us...

Lisa Goldstein
Senior Vice President

Kauf Hall
KaufmanHall

Skokie, IL 60077

(224) 724-3180 (office)
(646) 515-0142 (mobile)
lgoldstein@kaufmanhall.com

THE
GOVERNANCE

INSTITUTE The Governance Institute

1245 Q Street
Lincoln, NE 68508
(877) 712-8778

Info@Governancelnstitute.com

—
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