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Learning 
Objectives

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE

Review common challenges that private equity investors in 
healthcare are facing. 

Identify how to create foundational change.

Describe timely regulatory & compliance updates affecting 
the healthcare industry.
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Private Equity 
Investment Challenges 
in Healthcare

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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Operational and 
clinical staffing 
inefficiencies

Regulatory 
intervention

Lack of a 
standardized 
financial 
organization

Absence of 
benchmarking 
data against 
competitors

Heightened risk 
exposure is 
slowing down 
deals

Overvaluation and 
inaccurate capital 
market analysis

Common Challenges

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE

Common challenges facing private equity investors in healthcare as risk of delayed integration compounds 
over time include:
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Creating Foundational 
Change

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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Update your 
valuation models 
and key inputs

Avoid last-minute, 
subjective calls that 
may result in a loss 

of credibility

Ensure your 
approach is 

transparent and 
capable of 

calculating fair 
value under periods 

of high volatility

Consider working 
with a third-party 

valuation specialist

Develop Efficient Valuation Processes

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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Survey the 
competitive 
landscape

Conduct a 
feasibility study

Prepare to 
negotiate value-

based care 
contracts

Determine the 
economic impact

Create Robust Competitive Analyses

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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FINANCIAL DUE 
DILIGENCE

 Assess working capital 
components and bridge 
analyses of sales and earnings

 Identify risks, disclosure, and 
other negotiation points 
impacting purchase price

OPERATIONAL DUE 
DILIGENCE

 Confirm if plan is achievable 
(or not) based on existing 
facilities/CapEx

 Opine on transaction 
synergies

 Highlight post-deal upsides to 
enhance your business plan 

Uncover Hidden Risks in Your Portfolio Companies

ELECTRONIC HEALTH 
RECORD DUE DILIGENCE
 Assess if the current EHR 

platform will support the 
future business 

 Evaluate the resilience, 
reliability, scalability, and 
security of the current EHR 
platforms

 Identify any potential 
investment or remediation 
needs to deliver the business 
plan such as standardizing 
EHR platforms across the 
enterprise

Given PE’s interest in distressed healthcare assets, distressed M&A deals inherently come with more risk. Consider due 
diligence around multiple risks. 

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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TAX STRUCTURING AND 
DUE DILIGENCE

 Optimize your tax position 
and manage compliance 
obligations

 Get professional advice in all 
tax areas

 Navigate differing stakeholder 
tax requirements

M&A INTEGRATION AND 
CARVE-OUT SUPPORT

 Develop stand-alone cost 
models and minimize/ 
eliminate stranded costs

 Preserve value throughout the 
transaction by minimizing 
disruption to the ongoing 
business

 Develop a 100-day plan

Uncover Hidden Risks in Your Portfolio Companies

INVESTIGATIVE DUE 
DILIGENCE

 Develop information regarding 
the background, track record, 
and reputation of other 
parties involved in a 
transaction that can impact 
an opportunity

 Enhance risk management 
safeguards and mitigate 
operational risk by providing 
insight into a counterparty’s 
legal, regulatory, and media 
status

Given PE’s interest in distressed healthcare assets, distressed M&A deals inherently come with more risk. Consider due 
diligence around multiple risks. 

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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Margin improvement 
is a long-term play

Common margin 
improvement tactics are 

short-term (ex. cost-cutting)

Focus on Strategic Cost Optimization Rather Than Cost-Cutting

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE

Foundational changes 
yield long-term 

financial stability
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An optimized revenue cycle is 
achieved through 
standardized workflows, 
centralized functions, and an 
EHR/PM platform that enables 
the practice to scale.

Complexities in PE: 
 Growth higher investment 

priority than practice 
integration (operating 
model) results in high 
variability in processes

 Redundant staff and systems 
add to cost

 Single specialty and small 
practice PM/EHR lack 
modern functionality, 
automation and ability to 
serve as core enterprise 
platform

Re-Examine Your Revenue Cycle to Develop 
Operational and Workforce Efficiency

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE

Source: BDO USA adapted from HFMA
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Improve the Clinician Experience 
Through Technology
Is your organization 
currently investing or 
planning to invest in the 
following technologies 
to improve the clinician 
experience?

80%

70%

70%

62%

51%

42%

22%

16%

12%

13%

18%

16%

24%

30%

27%

18%

24%

32%

7%

5%

6%

7%

13%

28%

22%

29%

4%

3%

6%

8%

6%

3%

5%

5%

7%

11%

15%

26%

30%

21%

Telemedicine/ remote patient monitoring

Patient portals or other digital messaging system

EHR interoperability

Mobile apps

Staffing management software

Artificial intelligence or machine learning

Robotics

Augmented/virtual reality

Digital therapeutics

16%

21%

25%

30%

37%

40%

46%

46%

61%

% Planning to invest in next 24 months

Currently 
investing

Planning to invest 
within 12 months

Planning to invest within 
13-24 months

Planning to invest 
within 24+ months

No plans

Source: BDO 2023 Clinician Experience Survey
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Healthcare’s 
Regulatory Update

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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Enhance Your Cost-
Estimate Capabilities 

Make it easier to 
comply with existing 
and potential future 

pricing mandates

Follow Global 
Reporting Trends
Stay up-to-date to 
better predict the 

future we may face 
in the U.S.

ESG assessments are 
integral to getting 

deals done

Monitor Regulator Oversight and Proactively Address Concerns

Recognize the impact 
of current & proposed 

regulations 
Understand the 

financial implication 
and potential cash flow 

issues

Stay Aware of FTC 
Antitrust Regulation

Be prepared to 
negotiate merger 

remedies

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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No Surprises Act
HOW BDO CAN HELP

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE

 Analyzing out-of-network payments to 
determine whether initiating a dispute is 
appropriate.

 Establishing an out-of-network payment 
evaluation system, including tracking 
payment status.

 Evaluating and optimizing materials related 
to disputes to improve timelines and 
outcomes.

 Third party payer contracting strategy.
 Creating plans and strategies to comply with 

further NSA and pricing transparency 
requirements as legislation and regulation 
continue to evolve.
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Q&A

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE
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Thank You!

FINANCIAL IMPROVEMENT FOR PE-BACKED HEALTHCARE



About BDO USA 

At BDO, our purpose is helping people thrive, every day. Together, we are focused on delivering exceptional and sustainable 
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Material discussed is meant to provide general information and should not be acted on without professional advice tailored to your needs.
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