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% Fact Sheet: Financial Challenges Facing

As hospitals rise to meet the challenges of COVID-19 head on, the virus and its effect on the nation have
created historic financial pressures for America’s hospitals and health systems. Hospitals have canceled
non-emergency procedures, and many Americans are postponing care as they shelter in place to stop the spread

of the virus. Treatment for COVID-19 has created incredible demand for certain medical equipment and supplies

as the virus has disrupted supply chains, increasing the costs that hospitals face to treat COVID-19 patients. At the
same time, COVID-19 has caused unprecedented job losses, leading to a rise in the number of uninsured. Hospitals
and health systems, particularly those in rural areas, face catastrophic financial challenges in light of the COVID-19
pandemic.

Financial Projections
The three major credit reporting agencies have revised their financial outlooks from stable to negative because of

the effects of COVID-19.

e As late as December 2019, Fitch reported a stable outlook for hospitals and health systems. As of April, S&P,
Moody's and Fitch have revised their outlooks to negative."?3

e All three agencies cite increased costs, along with a reduction in admissions and outpatient visits as creating
new financial pressure on hospitals, on top of existing concerns around low reimbursement from government
payers and coverage shifts from employer-sponsored insurance to Medicare.

e For March, operating margins decreased 150% over the previous year, according to a survey by Kaufman
Hall.#

These outlooks could have implications for hospitals” ability to borrow money, an important source of funds in light
of declining revenue.

Hospital Revenues Have Declined Sharply as a Result of the

COVID-19 Pandemic

To increase personal and public safety across the country, as well as conserve personal protective equipment,
hospitals moved to cancel non-emergency procedures. At the same time, many Americans are delaying care,
including forgoing primary care and other specialty visits.

e Hospitals and health systems have canceled non-emergency procedures.

o On March 18, the Centers for Medicare & Medicaid Services recommended that elective surgeries and
non-essential medical, surgical and dental procedures be delayed during the COVID-19 outbreak.®

o Governors in a number of states further mandated that these procedures be canceled during the
COVID-19 outbreak.

e There are examples from all across the country of patients delaying or forgoing care during the COVID-19
crisis:
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o In Chattanooga, Tenn., emergency department visits decreased 45% for adults and 71% for children,
compared to this time last year.®

o In Buffalo, N.Y,, one hospital estimated in March that emergency department use was down 36%.’
e Adjusted discharges decreased 4% from February to March, and were down 13% from the previous year.®

e Health care providers have raised concerns that patients are forgoing care that is important to their personal
health, such as chronic disease management.

e These factors have significantly reduced revenue for all hospitals and health systems across the country.

o The lllinois Hospital Association estimated that COVID-19 related cancelations and delays were causing
hospitals to lose $1.4 billion a month.®

o The Ohio Hospital Association estimated hospital losses to be $1.27 billion per month.™

o The Virginia Hospital & Healthcare Association estimated that hospitals and health systems would lose
$600 million for the period from late-March to late-April 2020.™

o The Montana Hospital Association estimated that hospitals lost $100 million in the first three weeks of the
pandemic.'

e So-called elective procedures are not considered optional surgeries, but non-emergent. These procedures can
alleviate pain, improve quality of life and be otherwise life-changing for patients.

e For some, delaying care could create additional complications later. It remains to be seen what the long-term
effects are of delaying care as a result of COVID-19, both in terms of costs for individuals and hospitals, and in
terms of health outcomes.

Costs have increased sharply for hospitals since the beginning of the pandemic.

e Qverall, the cost of treating COVID-19 patients could exceed $139 - $558 billion, depending on how many
people are hospitalized because of the virus.'

o The Kaiser Family Foundation estimates that the cost of treating a patient with COVID-19 could be more
than $20,000 and over $88,000 for patients who require ventilator support.™

o A study by FAIR Health estimated the average cost of treating patients with commercial coverage to be
$38,221.

o Expenses have increased by 18.2% for all procedures over the previous year, according to a recent survey
from Kaufman Hall.™®

¢ These estimates don’t include additional costs of medical supplies and equipment; such prices have spiked
upward since the beginning of the pandemic.
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o The demand for medical equipment and supplies has resulted in sharp price increases as hospitals began
to treat and prepare for COVID-19 patients.'®

o For example, hospitals in New York City reported paying four times the usual price for medical gloves, and
15 times the usual price for masks."”

Hospitals Could Experience Increased Uncompensated Care Costs as
Job Losses Mount

e More than 22 million Americans have filed for unemployment insurance since the end of February.” The St.
Louis Federal Reserve estimated that this number could rise as high as 47 million by the end of the second
quarter of 2020."

e Experts expect that this will dramatically change the coverage landscape in America. Employer-sponsored
coverage is expected to decrease by 12 - 35 million, while Medicaid enrollment could increase by 11 - 23
million. The number of people without insurance could increase to over 40 million.?°

e The Kaiser Family Foundation estimated the cost of treatment for uninsured COVID-19 patients to be up to
$41.8 billion.?" That is roughly 40% of the $100 billion in emergency relief set aside for health care providers
under the CARES Act.

e Bad debt increased 13% over the previous year in March, according to a recent study from Kaufman Hall.??

These Trends are Particularly Problematic for Rural Hospitals

e Rural hospitals face persistent, recent and emergent challenges, and were in financial distress prior to the
COVID-19 pandemic.?® Approximately 128 rural hospitals have closed since 2010.%

e While all hospitals face declining revenues and increased costs, these problems are particularly troubling for
rural hospitals, given their payer mix and access to capital. In other words, while some large systems may
borrow or draw down cash from reserves to weather the COVID-19 pandemic, rural hospitals have less access
to these funding sources.

e Arecent report by Guidehouse found that one in every four rural hospitals are at risk of closing unless their
financial situation improves.?®

Hospitals and health systems face unprecedented challenges as a result of COVID-19. The immediate and
devastating financial impacts will have far-reaching consequences on hospitals and health systems and the
communities they serve.
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