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UofL Health Assets
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System Includes:

UofL Health – UofL Hospital UofL Health – Frazier Rehabilitation Institute UofL Health – Mary and Elizabeth Hospital UofL Health – Medical Center East

UofL Health – UofL Physicians UofL Health – Jewish Hospital UofL Health – Shelbyville Hospital UofL Health – Medical Center Northeast

UofL Health – James Graham Brown Cancer Center UofL Health – Peace Hospital UofL Health – Medical Center South UofL Health – Medical Center Southwest
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Evaluation of University Alternatives 
(Stabilized Year 3)
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No Acquisition: Acquisition:

Loss of Jewish AAA -$26 M Operating Loss -$50 M

Loss of MD Fees -$15 M Capital Investments    -$30 M

Vacant Facility Costs - $5  M KOH Foundation $10 M

UMC Note - $5  M Reimbursement Upside (IGT)
$33 M

Rev Cycle Changes $15 M

Synergies $30 M

Total    - $51 M + $8 M



Other Impacts of a Jewish Hospital Closure

• Direct Economic Impact:

- Total Payroll = $103 M

- Total Employment = 1,901(System employment is 5,500 and $340 M payroll)

- Full Time KY Employees = 1,472

- Direct Payroll Tax = $10.2 M per year

- Non-Personnel Expense = $200 M+

• Health Care Void: 

- Emergency Room Visits (annual)  = over 35 k

- Inpatient Census = 220

- Transplant Programs
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“We now have evidence that hospital closures affect other hospitals, and they do so in different ways. Hospitals that are already crowded 
will likely be unable to maintain the same quality when a nearby emergency department closes,” says Dr. Renee Hsia of University of 
California.

Emergency department closures are more common in lower-income areas. “Such closures may inadvertently increase the health disparities 
that we are trying to mitigate,” says medical officer Dr. Nicole Redmond of The National Heart, Lung, and Blood Institute.



What We Know: Due Diligence Findings
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• KOH System loses money ($43 M EBIDA loss over last 12 months)

- Initial reported earning was $23 M overstated based on external review

- Jewish Hospital -$30.3 M,  Jewish Physician Group - $51.3 M

- Outpatient centers performing very well + $ 20 M

- Frazier, St. Mary/St. E & Shelbyville positive +$3.5 M

- Burdened with $40 M of corporate overhead by CHI & KOH

• Blue & Company review of initial A/R overstated by $7-10 M

• Facilities capital starved over last 2 years ($2.0 M this year)

• Frazier Rehab has 3 floors for expansion, Rudd in good shape

• Jewish Hospital tower would only have 3 year life expectancy

• Current Cerner Patient Information system at Jewish needs upgrades

• IT systems at St. Mary’s/St. E need to be replaced

• No major compliance issues

• Average census is 220 inpatients; 35,000 ER visits

• Current staffing issues limiting volumes (high # contract nursing)

• Jewish Hospital will qualify for Medicaid enhanced reimbursement (IGT)  of  ~$33.6 M



Key Acquisition Terms and Factors
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Status

Purchase Price $10 M

UMC Notes Payable to KO/CSH 

Cancelled
$19.7 M cancelled

KOH Foundation $40 M ($10/yr)

State Loan
$50 M (50% forgivable; 1% interest)

20 year term

JHFE $10 M confirmed

Other $75 M working capital (A/R)



KYONE Draft Financials- Normalized 
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1) Provides funding for SOM residents, services, and mission of $41 M

2) Has 220 inpatients for teaching programs (houses 68 residents)

3) $96 M of sponsored research at SOM represents 2/3 of UofL research grants

4) Preserves R1 research status of the university

5) Allows space to differentiate in Centers of Excellence:

a) Neuro/Neuro Surgery/ Ortho at Frazier

b) CV, Cardiology (Heart Hospital) at Rudd

6) Gives us direct access to suburban markets (4 locations)

7) Has 75 Primary Care providers, 23 Cardiologists, 10 Orthopedists

8) Keeps open a critical healthcare provider and offers a direct solution to needs of our patients

9) Solves clinical space needs for 3 years (Transplant, CV, Neuro)

10) Avoids having a non-functioning physical asset in downtown
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The Upside of UofL Health



Turnaround Plan - Financial Considerations
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• Revenue Management pickup $15 M 

• Hospital enhanced reimbursement /IGT  $18.5 M

• Jewish Physician Group IGT/enhanced reimbursement $8.4 M

• GME reimbursement pickup $6.7 M

• Management savings $4 M

• Re-organize Jewish Physician Group $10 M

• Corporate savings $10.5 M (34%)

• Central Business Office cost reduction $7.1 M

• Revenue Cycle Synergies $7 M

• IT savings $5 M year 2 forward

• Jewish Heritage Foundation = $10 M secured thus far

• Working capital A/R collections from $75 M

• KOH foundation for capital = $10 M a year 4 years

• State Economic Dev = $50/$25 M forgiveness



Jewish Hospital (& System)

Year 1 Year 2
Year 3 

Stabilized

Beginning EBIDA - Current State (50,000) (50,000) (50,000)

Additional Needs:

Capital Investments (40,000) (40,000) (30,000)

Working Capital Float (20,000) (20,000) (5,000)

Improvement Strategies:   Matured Value

A/R Improvement 15,000 4,950 9,900 15,000 

IGT/UPL Increase 26,900 20,175 26,900 26,900 

GME Reimbursement Increases 6,700 5,025 6,700 6,700 

Management Savings 4,000 1,000 2,000 4,000 

Reorganize JH MD Group 10,000 2,500 5,000 10,000 

CHI Corp Assessment Savings 1,638 410 819 1,638 

KOH Corporate Savings 8,895 2,224 4,448 8,895 

Central Business Office Savings 7,133 1,783 5,350 7,133 

Revenue Cycle Synergies 7,500 750 3,750 7,500 

IT Savings 5,000 1,000 5,000 5,000 

Revised Results
(70,183) (40,133) 7,766 

(110,316)

2-Year Bridge/Transition Funding Needed:

Targeted Sources of Transition Funding: Sources Year 1 Year 2

State Economic Development Loan 50,000 26,000 24,000 

Jewish & St. Mary’s Foundation (over 4 yrs) 40,000 10,000 10,000 

Jewish Heritage Fund for Excellence 10,000 10,000 0

Jewish AR 35,000 25,000 10,000

Subtotal 135,000 71,000 45,000

Surplus/(Deficit) 817 4,867

(Numbers Reflected in Thousands)
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Financial Restoration Plan



Summary of Key Points

If Jewish Hospital Closed… UofL Health will…

Economic
Risk / Solution

• $103 M payroll loss annually

• $200 M+ non-payroll spend loss

(Jewish Hospital only)

• $10.2 M annual payroll tax loss

• implement a 3-year transition plan to 

reverse $50 M loss to $8 M positive

• receive $33 M of enhanced Medicaid 

reimbursements (IGT)

Human
Risk / Solution

• Loss of 1,901 jobs

• 220 monthly inpatients and 

35,000 annual ER visits with 

no immediately accessible alternative 

for quality care

• create new jobs as it hires more nurses 

and other roles to stabilize Jewish Hospital

• serve more people in more places with 

high-quality academic medicine

University
Risk / Solution

• $51 M loss immediately

• Jeopardize R1 research university 

status and more than $50 M in research

• Key faculty exodus out of the university 

and health system

• apply strategies to the Jewish Hospital 

turnaround used in the University Hospital 

$95 M turnaround (leading to a positive 

margin in FY19)

For the University of Louisville, the acquisition of these assets:
• Creates an integrated health system with a robust primary care network

• Forges a path to expansion of research and academics (quality & scope)

• Allows University growth (not contraction) and a stable financial future
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The End
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