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Averting the Iceberg 

•  DCHS of Charity has been officially looking to sell the Health System since January 13th, 2014 and 
struggling since 2009. 

•  The state of affairs demands a strategy focused entirely on the immediate crisis to buoy the system 
until it can find a buyer and receive a critical capital infusion. 



Stakeholders 
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Who’s on board 

Communities Served 

Communities are anxious to 
preserve the hospitals and their 
array of services. 

DCHS Employees 

Hospital employees remain 
concerned over the future of their 

jobs and livelihood. 

Unions 

The SEIU and CNA are pressing 
to secure jobs held by their 
members, but are also are 

concerned over how any deal 
DCHS makes affects their 

organization’s larger agenda. 

Pensioners 

Past and current employees 
enrolled in pension plans are 
deeply troubled over the fate of 
their pensions. 

DCHS Administration 

DCHS Administration seeks a way 
foremost to avoid bankruptcy and 
position the system for immediate 
sale. 

Physicians 

Both staffers and physicians are 
leaving  DCHS due to uncertainty.   
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Strategic Objectives 
The goals of the overhaul 

About DCHS of Charity 
How DCHS’s mission informs strategic priorities 

•  Committed to serving sick and poor 
•  Provide comprehensive, excellent care that is attentive to the whole person 
•  Promote healthy families, responsible stewardship of the environment 
•  Value-based relationships and community-based collaboration 

Priorities 
Stakeholder priorities in accordance with DCHS's mission 

Avoid Bankruptcy/Protect Pensions 

Ensure Long-Term Continuation of Needed Services 

Secure Jobs 

Preserve the System 



The Cash Reality 



Financial Analysis: Profit and Loss Statement 
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P&L	  Statement Current	   Decrease	  in	  Fixed	  Costs	  
(8%) 

Total	  Revenue $1,148,525	   	  $1,148,525 

Variable	  Costs 162388 $162,388 

Contribu;on	  Margin $986,137 $986,137 

Fixed	  Costs $1,053,030 $	  965,670 

Net	  Gain	  (loss)	  per	  month ($5,574) $1,700 

Net	  Gain	  (Loss) ($66,893) $20,466	   

Current P&L versus 
8% reduction in 
fixed costs 
Net gains and losses on a monthly 
basis for the system as a whole in 
thousands of dollars.   



Financial Analysis: Break-Even Analysis 
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Hospital Currently 
8% Decrease 

in Costs 
Break Even 

Additional 
Visits 

Additional 
Visits 

St. Francis $19,001 $17,481 151 0 

St. Vincent $9,334 $8,587 1,090 344 

O’Connor $12,420 $11,426 1449 456 

St. Louise $13,333 $12,226 2362 1,295 

Seton $7,036 $6,332 281 0 

8% reduction in 
Fixed Costs 

With an 8% reduction in fixed costs 
most of DCHS's hospitals will turn 
profit, creating a net profit for the 

system as a whole. 



These are whales.  
Not a analogy.  Just 

whales. 

The pension 
problem has been 

allowed to continue 
in hopes of finding 

a buyer. 

Shouldn’t have filed 
as a Church Plan to 

begin with. 

DCHS didn’t have 
financial health to 
offer pensions in 

first place. 

ERISA Plan 
pensions currently 
under-funded by 

$300 million. 

Church Plan 
pensions currently 
under- funded 50% 

by $400 million. 

The 
Pension 
Crisis 



Remove pension plan 
offerings from employee 

benefit packages. 

Eliminate long-term and short-
term disability insurance in 
order to prioritize funds to 
paying off pensions while 

systems gets back in the black. 

Sell	  a	  por;on	  of	  
marketable	  securi;es	  to	  
increase	  cash	  flow	  and	  
con;nue	  payments	  on	  

pensions.	  	  

Mitigate threat of 
downgrading credit status 

any further. 

Stop pension debt from 
growing while increasing 

revenue from cutting fixed 
costs. 

That’s	  a	  jellyfish.	  	  We’re	  
impressed	  you’re	  s;ll	  reading.	  

Generating Cash Flow to Reduce  
Pension Deficit  



The Strategic Outline 
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Three Keys to Survival 
The core tenets of the strategic overhaul 

Pursue Partnerships 

The community service areas 
are deeply dependent on the 
hospitals and the community 
benefit they provide-- it’s time 
to enlist their help. 

Aggressively Cut Costs 

In order to avert the iceberg, 
DCHS has to make difficult 
decisions regarding how it 
allocates its limited resources.  

Restructure 

DCHS's requires an 
organizational redesign starting 
from the very top. 



Aggressively Cut Costs 
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Aggressively Cut Cost 
Cutting DCHS's fixed costs for long-term viability 

 

01  Restructure Services 

Cut underperforming service lines in 
order to ensure vital/performing 
service lines stay operational. 

02  Pay Cuts 
Implement targeted pay cuts aimed at 
executives.  Institute a salary freeze 
and furloughs if needed. 

03  Payment in Advance 
Request payment in advance on 
elective procedures; if deemed able to 
pay and refuses to pay in advance, 
then deny services. 

04  Collection Plans 

Offer discounts and flexible payment plans. 



Restructure Services 
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Medical/
Surgical 

Intensive/
Coronary 

Care 
Obstetrics Neonatal 

Intensive Care 

Acute 
Psychiatric 

Care 

Sub-Acute 
Care 

Skilled 
Nursing 

Emergency 
Department Rehabilitation Pediatric 

St. 
Francis 57.9% 74.7% 61.5% 74.7% 75.5% --- 62.1% 74% --- 36.7% 

St. 
Vincent 38.1% 15.2% --- --- --- 87.7% 87.7% 97% 78.4% --- 

O’Connor 33.5% 60.4% 57.6% 45.5% 82.5% 105% 14.2% 

St. Louise 45.6% 59.2% 22.5% --- --- --- --- 46% --- --- 

Seton 35.4% 55% 26.7% 31.9% --- 85.9% 92% 75% --- --- 



Seton Medical Center & Seton Coastside, Daly City 
17 

Medical/Surgical Intensive/
Coronary Care Obstetrics Neonatal Intensive 

Care 
Acute Psychiatric 

Care Sub-Acute Care Skilled Nursing Emergency 
Department 

35.4% 55% 26.7% 31.9% --- 85.9% 92% 75% 

Seton’s 201 licensed 
medical/surgical beds 

represents 66% of beds 
in this  service area.  

UCSF has an occupancy 
rate of 90% for its 324 

beds, just 6 miles away. 

As the only provider of 
obstetrics in the service 

area, the Hospital’s 
obstetrics services are 
especially important to 

the population.   

Only sub-acute 
beds in 

hospital’s 
service area 

Population over 65 years old is 
fastest growing cohort in service 

area.  Occupancy is in 90th 
percentile for all nearby hospitals 

with skilled nursing beds. 



St. Vincent Medical Center, Los Angeles 
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Medical/
Surgical 

Intensive/
Coronary 

Care 
Obstetrics Neonatal 

Intensive Care 

Acute 
Psychiatric 

Care 

Sub-Acute 
Care 

Skilled 
Nursing 

Emergency 
Department Rehabilitation Pediatric 

38.1% 15.2% --- --- --- 87.7% 87.7% 97% 78.4% --- 

The 4 closest hospitals all 
within 3 miles had occupancy 
rates under 50%, suggesting 

the area is over bedded. 

Three hospitals in the 
primary and secondary 

service area had 
Emergency 

Departments running 
over 100% capacity 

Is there a possibility of 
expanding these lines? 



“

”

In the spirit of our founders, St. Vincent 
de Paul, St. Louise de Marillac, and St. 

Elizabeth Ann Seton, the DCHS of 
Charity Health System is committed to 

serving the sick and the poor. With 
Jesus Christ as our model, we advance 
and strengthen the healing mission of 

the Catholic Church by providing 
comprehensive, excellent health care 
that is compassionate and attentive to 

the whole person; body, mind and spirit. 
We promote healthy families, 

responsible stewardship of the 
environment, and a just society 

through value-based relationships 
and community–based collaboration. 

 

DCHS of Charity Mission 

Medi-‐Cal	  FFS	  
17%	  

Medicare	  FFS	  
31%	  

Medi-‐Cal	  Managed	  
Care	  
19%	  

Medicare	  
Managed	  Care	  

10%	  

Private	  FFS	  
1%	  

Private	  
Managed	  Care	  

17%	  

Other	  Payers	  
3%	  

County	  Indigent	  
2%	  

DCHS's Payer Mix 



Restructuring 
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Restructure 
Reorganize, replace, and recruit to meet market demands 

01  Diversify the Board 
Recruit board members with a variety 
of expertise to help guide DCHS. 

02  Benchmarking 
Evaluate organizational performance 
data against state and national best-
practice measures. 

03  Layoffs 
System-wide analysis of employees 
to determine areas for improvement 
and underperforming individuals. 

04  Increase Transparency  
Utilize communication boards to keep 
employees aware of internal, external, and 
financial realities.   
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Diversify the Board 
Broaden and strengthen 

•  Develop a recruitment strategy for 
board to ensure a variety of expertise: 

ü  Finance 
ü  Hospital Operations 
ü  Contract Negotiations 
ü  Change Management 

 
•  Outside evaluator every 3-6 months 
 
•  Creation of advisory panel (non-voting) 

to augment 
 
 



Pursue Partnerships 
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Pursue Partnerships 
Diversify the search 

01  Continue Hunt for Buyer 
The long-term survival of DCHS still relies 
on finding a buyer that has the ability to 
manage the system’s assets/liabilities.   

02  Revisit Selling Individually 
In the event a system buyer does not 
present itself, DCHS should already 
be in process of reviewing potential 
candidates to take over individual 
hospitals. 

03  Hospital-Community 
Partnerships 
The community service areas are deeply 
dependent on the hospitals and the 
community benefit they provide.   

04  Explore County Funding 

Several DCHS hospitals provide critical 
services to the majority of the population, 
without which these counties would be 
severely underserved. 
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St. Louise 
The only hospital for nearly 20 miles, 

Gilroy is deeply dependent on the 
hospital. 

St. Francis 
As one of the busiest EDs in Los Angeles 

and only trauma center in the area, St. 
Francis’s ED is critical to residents in 

South Los Angeles. 

Seton Medical Center  
Seaton Coastside is the only provider of 

emergency services for residents 
between Santa Cruz and Daly City. 

Hospital-Community Partnerships 



Looking Forward 



Trends Indicate Potential 
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With the emphasis on population health and ongoing changes in the payment 
system, the DCHS's hospitals are more of deal than they appear 

Mental Health Parity 
Obama administration has 

proposed extending the same 
rules to Medicaid managed care 

plans as private insurers.     

Medicare Advantage 
Rate increase 

CMS recently announces a 1.25% 
increase in payments to Medicare 

Advantage plans in 2016.  

SGR Bill Fix 
The bill not only secures the 
participation of physicians in 
Medicare but increases the 

incentives to join ACOs. 

Homeless Housing 
California is requesting federal 
funding in a new   1115 waiver 
proposal to cover  housing for 
homeless Medi-Cal patients. 

The Golden State 
California has a wealth of data 
resources from both public and 
private sources, essential for 

population health reporting and 
payment rewards. 



Thank You  
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External Analysis 
What’s left to consider  

 

Prime Blue Wolf 
•  No experience managing a provider system 
•  Blue Wolf would have the option to buy the assets of 

DCHS and its affiliates for the amount of their 
liabilities at a price that would not necessarily be the 
fair market value of the Health System at the time 

•  Blue Wolf emphasized that it is not interested in a 
long-term management services contract as its source 
of return on investment, but rather would look to a 
purchase transaction in the future at a favorable price. 

•  Blue Wolf has option to walk away completely and the 
Health System would be in the same if not worse 
situation than it is in now 

•  Has said conditions set by Attorney General were 
“onerous and unprecedented” 

•  Still possible buyer under different conditions 
•  Looking for better deal through Chapter 11 or some 

other mechanism 
•  Prominent issue with Prime was SCIU’s opposition 
•  Harris’s assertion that each buyer will be reviewed 

individually  
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Community Served 
Top 1% in diversity of all counties; as a result has linguistically isolated population pockets 
37% of residents are foreign born 
Quickly growing aging population 
9.2% of population lives at or below FPL 
Nearly half of Santa Clara County’s older adults are economically insecure 
 
 

O’Connor Hospital 
San Jose, Santa Clara County 

Health Needs 
•  Diabetes 
•  Obesity 
•  Violence 
•  Poor Mental Health 
 

O’Connor Resources Critical to Addressing Needs 

•  Poor Oral/Dental Health 
•  Cardiovascular disease, heart disease, stroke 
•  Substance Abuse 
 

•  O’Connor provided $47 million to benefit persons in poverty 
•  Health Benefit Resource Center provides insurance and CalFresh enrollment assistance and 

referrals for social services low-income, uninsured, and underinsured residents 
•  Family Medicine Residency Program trains residents to care for underserved populations 
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Community Served 
Ethnically diverse; as a result has linguistically isolated population pockets 
52% of residents are foreign born 
Quickly growing 60+ population 
7% of population lives at or below FPL 
 
 

Seton Medical Center & Seton Coastside 
Daily City, San Mateo County 

Health Needs 
•  Obesity 
•  Diabetes 
•  Cardiovascular disease, heart disease, stroke 
•  Cancer 
•  Lack of prenatal care 
 

Seton Resources Critical to Addressing Needs 

•  Seton provided $27 million to benefit persons in poverty and an 
additional $27 million to benefit the community at large 
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Community Served 
Large Latino (56%)  and foreign born population; 82% of household speak Spanish 
23% of residents are at or below FPL 
Ranks below LA County average on most indicators of health 
Nearly 1/3 of service area is uninsured or underinsured; Disproportionate Share Hospital 
 
 

St. Francis Medical Center 
Lynwood, Los Angeles County 

Health Needs 
•  Coronary heart disease 
•  Stroke 
•  Lung cancer 
•  Diabetes 
•  Emphysema 
 

St. Francis Resources Critical to Addressing Needs 

•  Emergency trauma center is only in the area 
•  Children’s Counseling Center, Health Benefits Resource Center 
•  Wellness services including health screenings and prenatal education 
•  Four local community health clinics 
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Community Served 
Large Latino (56%)  and large African American and Asian population 
16.5% of residents are at or below FPL 
Rapidly increasing population area, already over 10% of LA County 
Nearly 1/4 of service area is uninsured or underinsured 
 

St. Vincent Medical Center 
Los Angeles 

Health Needs 
•  Mental health 
•  Oral health 
•  Substance abuse 
•  Diabetes 
•  Obesity  
 

St. Vincent Resources Critical to Addressing Needs 

•  Mental Health 
•  Children’s Counseling Center, Health Benefits Resource Center 
•  Wellness services including health screenings and prenatal education 
•  Four local community health clinics 
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Community Served 

Largely Latino population 
11% under the FPL 
Nearly 1/4 of service area is uninsured or underinsured 
 

St. Louise Medical Center 
Gilroy, South Santa Clara & North Benito County 

Health Needs 
•  Substance abuse 
•  Diabetes 
•  Cardiovascular disease 
•  Mental health obesity  

 St. Louise Resources Critical to Addressing Needs 

•  The closest Med/Surg beds are 20 miles away.  Removing these would affect 
critical access for surrounding communities. 

•  Provided over $1 million in charity care 
•  Provides a shelter for abused women, bilingual legal advocacy, transportation 

services, referrals to social services,  



Financial Analysis: Break-Even Analysis (cont.) 
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St. Francis St. Vincent O’Connor Saint Louise Seton 

Current Break-Even Analysis 

Net Patient Revenue $348, 243 $200,578 $272,220 $83,732 $242,757 

Break-Even Point $19,002 $9,335 $12,421 $13,332 $7,036 

Additional Visits to 
Break-Even 152 1,091 1,450 2,362 281 

 
Break-Even Analysis with 8% Decrease in Fixed Costs 

 

Break-Even Point $17,482	   $8,588 $11,427	   $12,267	   $6,333	  

Additional Visits to 
Break-Even -‐-‐-‐	   344	   456	   1,295	   -‐-‐-‐	  



Financial Analysis: Break-Even Analysis (cont.) 
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Financial Analysis: Break-Even Analysis (cont.) 
39 



service	  line	   Total	  Discharge	   percent	  of	  market	  
share	   service	  line	   Total	  Discharge	   percent	  of	  market	  

share	   service	  line	   Total	  Discharge	   percent	  of	  market	  
share	   service	  line	   Total	  Discharge	   percent	  of	  market	  

share	  

	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	  
General Medicine 20,251	   7.7%	  General	  Medicine	   23142	   13.2%	  General	  Medicine	   3835	   0.28	  General	  Medicine	   10260	   21.8%	  
Obstetrics 10182	   0.0%	  Obstetrics	   15425	   17.7%	  Obstetrics	   2288	   0.238	  Obstetrics	   4905	   11.5%	  
Cardiac Services 6417	   8.9%	  Cardiac	  Services	   7620	   11.7%	  Cardiac	  Services	   1231	   0.234	  Cardiac	  Services	   3589	   27.9%	  
Behavioral Health 6224	   0.4%	  General	  Surgery	   6312	   11.5%	  General	  Surgery	   1219	   0.189	  General	  Surgery	   2687	   15.7%	  
General Surgery 4473	   6.6%	  Neonatology	   4938	   9.3%	  Orthopedics	   997	   0.147	  Orthopedics	   2285	   16.7%	  
Neonatology 2920	   0.0%	  Behavioral	  Health	   4224	   1.8%	  Neonatology	   697	   0.088	  Neonatology	   1920	   12.9%	  
Orthopedics 2715	   11.2%	  Orthopedics	   4196	   11.5%	  Behavioral	  Health	   598	   0.013	  Behavioral	  Health	   1907	   1.7%	  
Neurology  2692	   5.9%	  Neurology	  	   3130	   10.1%	  Neurology	  	   469	   0.292	  Neurology	  	   1440	   21.9%	  

Oncology/Hematology (Medical)  2356	   7.3%	  Oncology/Hematology	  (Medical)	  	   2156	   10.3%	  Spine	  	  	   367	   0.12	  Oncology/Hematology	  (Medical)	  	   1190	   18.3%	  

Rehabilitation  1196	   30.8%	  Spine	  	  	   1374	   7.2%	  Oncology/Hematology	  (Medical)	  	   315	   0.159	  Rehabilita;on	  	   718	   0.1%	  
Vascular Services 1003	   11.5%	  Other	  	   1283	   8.5%	  Rehabilita;on	  	   311	   0	  Spine	  	  	   586	   14.0%	  
 Gynecology 955	   2.3%	  	  Gynecology	   1222	   13.3%	  	  Gynecology	   253	   0.19	  Other	  	   567	   11.1%	  
ENT 944	   5.8%	  ENT	   1115	   8.7%	  Vascular	  Services	   191	   0.194	  Vascular	  Services	   567	   20.8%	  
Other  912	   5.2%	  Vascular	  Services	   951	   13.5%	  ENT	   169	   0.083	  ENT	   460	   10.7%	  
Spine   765	   9.8%	  Urology	   915	   6.7%	  Other	  	   168	   0.107	  Urology	   414	   14.5%	  
Urology	   740	   6.1%	  Neurosurgery	  	   686	   4.2%	  Urology	   152	   0.132	  	  Gynecology	   373	   7.5%	  
Neurosurgery	  	   466	   4.9%	  Rehabilita;on	  	   580	   0.0%	  Neurosurgery	  	   97	   0.041	  Neurosurgery	  	   303	   11.2%	  
<all others> 246	   2.0%	  <all	  others>	   205	   12.2%	  <all	  others>	   30	   0	  <all	  others>	   87	   19.5%	  
Total	  Percentage	   	  	   5.9%	  Total	  Percentage	   	  	   12.20%	  Total	  Percentage	   	  	   20.4%	  Total	  Percentage	   	  	   17.1%	  
Grand	  Total	   65,457	   3836	  Grand	  Total	   79474	   17567	  Grand	  Total	   13387	   2726.00	  Grand	  Total	   34258	   5862.00%	  

ICU/Coronary	  care	  unit	   	  	   	  	   ICU/Coronary	  care	  unit	   	  	   	  	   ICU/Coronary	  care	  unit	   	  	   	  	   ICU/Coronary	  care	  unit	   	  	   	  	  

Medical/Surgical	  Capac;y	   	  	   	  	   Medical/Surgical	  Capac;y	   	  	   	  	   Medical/Surgical	  Capac;y	   	  	   	  	   Medical/Surgical	  Capac;y	   	  	   	  	  

Skilled	  Nursing	  capacity	   	  	   	  	   Pedicatric	   	  	   	  	   Skilled	  Nursing	  capacity	   	  	   	  	   Neonatal	  ICU	   	  	   	  	  
ED	   	  	   	  	   Neonatal	  ICU	   	  	   	  	   ED	   	  	   	  	   Sub-‐Acute	  Care	   	  	   	  	  
	  	   	  	   	  	   Sub-‐Acute	  Care	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	  
	  	   	  	   	  	   ED	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	  

Market	  share	  leader	  
less	  then	  1%	  share	  

	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	  

Market Share by Service Line 


