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How we got here

* Increasing uncompensated care
—$40M in 2020, $104M in 2024

—$24M of uncompensated care in 2024 was provided to patients who live
outside Hennepin County

—ACA subsidy losses and MNCare changes
* Rising costs of labor, drugs, and equipment exceed revenue inflation
* End of public health emergency
—Reduced Medicaid enrollments led to revenue loss
—Medicaid is biggest payor for HHS
* Change Healthcare cybersecurity incident
* UCare



BENCHMARKING COMPARATIVES OF KEY METRICS

2024
Salary, Wages,
Patient Benefits % of Pt. Operating Days Cash
Revenues Revenues Margin Medicaid on Hand

HHS S 1,338 74% -4.2% -0.3% 43.0% 7.7

Safety Net Average S 1,708 60% 2.7% 7.5% 32.1% 1194

Metro Average S 4,498 60% -0.1% 3.2% 17.9% 131.3
Also Indicates
HHS Medicaid % 1.3X 2.4x Susceptibility

Safety Net Average Metro Average to HR1
MA Impacts
HHS Cash 6% 6%
of Safety Net Average Of Metro Average

v’ Temple University Health System (Philadelphia, PA)
v’ Westchester County Health Care (Valhalla, NY)

v’ Grady Memorial Hospital (Atlanta, GA)

v North Broward Hospital (Fort Lauderdale, FL)

v’ Boston Medial Center (Boston, MA)
v’ Denver Health & Hospital Authority (Denver, CO)
v’ Cook County Health & Hospitals (Chicago, IL)

Safety Nets

v’ Fairview v" HealthPartners

Metro Average v Allina v North Memorial

* Metro hospitals individually listed per report on largest providers of uncompensated care

Source: Audited Financial Statements, MSRE's EMMA, Moody's MFRA (Municipal Financial Ratio Analysis), and S&F’s Capital 1Q

ﬂ. ; Henne p iNnH ea | t h care © PEM (Credit Stats Direct). *Provided by HHS management as safety net peer.



Hennepin Healthcare Payor Mix Trend
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HENNEPIN HEALTHCARE SYSTEM .
OPERATING IMPACT
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NOTES & ASSUMPTIONS

. Uncompensated Care: Payor mix reflects trend experience of shifts from managed care post public health emergency and additional self pay

. Change in Payor Mix post public health emergency is estimated to have reduced revenues by roughly $70 million annually, which has contributed to
the increase in uncompensated care.

. Inflation adjustment impact represents typical growth in costs of drugs, supplies, etc in excess of revenue growth

. Equipment purchases include medical and IT equipment, but exclude capital for building infrastructure and asset preservation

. Medicaid directed payments reduced 10% per year beginning in 2028, MA eligibility impacts in 2027, both exclude inflationary impacts




County Capital Funding Since HHS Legal Distinction in 2007 (in millions)
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HHS annual capital need

HHS Capital - $80 to $160 million for debt service
= $2 billion investment with 20 years of debt service would cost $160M/year

" HHS campus has eight buildings that occupy over 4 million square
feet. Current older infrastructure is more expensive to maintain.

= A modern building would be less expensive to maintain at current industry
standards with current technology infrastructure needs

= Also need to purchase capital medical equipment; large and expensive items
like MRI machines that have long life cycles

CSC Debt Service - $12.5 million annually

* Debt service on the existing Clinic and Specialty Center currently paid by HHS Ops
would cost $12.5 million in property tax if they cannot continue making payments.



Workforce impact

e Accreditation

e Recruitment

e Retention
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