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DISCLAIMER

All rights reserved. No part of this work covered by the copyrights herein may be reproduced or copied in any form or by any meansd graphically,
electronically, or mechanically, including photocopying, audio/video recording, or information storage and retrieval of any kindd without the express
written permission of the Co n s u | Training sgtitute® (CTI®), the National Association of Certified Valuators and Analysts® (NACVA®), and the
presenter.

The information contained in this presentation is only intended for general purposes.

It is designed to provide authoritative and accurate information about the subject covered. It is sold with the understanding that the copyright holder is
not engaged in rendering legal, accounting, or other professional service or advice. If legal or other expert advice is required, the services of an
appropriate professional person should be sought.

The material may not be applicable or suitable for the r e a d specdfic needs or circumstances. Readers/viewers may not use this information as a
substitute for consultation with qualified professionals in the subject matter presented here.

Although information contained in this publication has been carefully compiled from sources believed to be reliable, the accuracy of the information is
not guaranteed. It is neither intended nor should it be construed as either legal, accounting, and/or tax advice, nor as an opinion provided by the
Co n s u | Tranmg Issttute (CTI), the National Association of Certified Valuators and Analysts (NACVA), the presenter,orthep r e s e firmer 6 s

The authors specifically disclaim any personal liability, loss, or risk incurred as a consequence of the use, either directly or indirectly, of any information
or advice given in these materials. Thei n s t r wpintoromag ot reflect those of the CTIl, NACVA, their policies, other instructors, or materials.

Each occurrence and the facts of each occurrence are different. Changes in facts and/or policy terms may result in conclusions different than those
stated herein. It is not intended to reflect the opinions or positions of the authors and instructors in relation to any specific case, but, rather, to be
illustrative for educational purposes. The user is cautioned that this course is not all inclusive.
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Presenter BIo

Todd A. Zigrang, MBA, MHA, FACHE, ASA is the Presidentof HEALTH
CAPITAL CONSULTANTS (HCC), wherehe focuseson the areasof valuationand
financial analysis for hospitals, physician practices, and other healthcare
enterprisesMr. Zigrang has over 23 yearsof experienceproviding valuation,
financial, transactionand strategicadvisory servicesnationwidein over 2,000
transactionsndjoint venturesinvolving acutecarehospitalsand healthsystems
physician practices ambulatory surgery centers diagnostic imaging centers
accountableareorganizationsmanagedareorganizationsandotherthird-party
payors dialysis centers home health agencies long-term care facilities; and,
numerousother ancillary healthcareservice businesses Mr. Zigrang is also
consideredan expertin the field of healthcarecompensationfor physicians,
executivesaandotherprofessionals

Mr. Zigrangis theco-authorof theiA d v i &wadetd ldealthcarei 2" Editiond (AICPA, 2015, numerous
chapteran legal treatisesand anthologies and peerreviewedand industry articlessuchas The Guideto
Valuing PhysicianCompensatiorand HealthcareServiceArrangement{BVR/AHLA); TheAccount an
BusinessManual (AICPA); Valuing ProfessionalPracticesand Licenses(Aspen Publishers) Valuation
Strategies BusinessAppraisal Practice and, NACVAQuickReadAdditionally, Mr. Zigrang hasservedas
faculty before professionaland trade associationssuch as the American Bar Association (ABA); the
National Associationof Certified Valuators and Analysts (NACVA); Physician Hospitals of America
(PHA); the Institute of BusinessAppraisers(IBA); the HealthcareFinancial ManagementAssociation
(HFMA); and,the CPA Leadershignstitute
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Presenter BIo

Jessical . Bailey-Wheaton, Esq, servesas Vice Presidentand GeneralCounselof
HEALTH CAPITAL CONSULTANTS (HCC), a nationally recognized healthcare
financial and economicconsulting firm headquarteredn St Louis, MO, serving
clientsin 49 statessince1993

Ms. Bailey-Wheatonconductsprojectmanagemenandconsultingserviceselatedto
the impact of both federaland stateregulationson healthcareexemptorganization
transactionsandprovidesresearclservicesnecessaryo supportcertified opinionsof
value related to the Fair Market Value and Commercial Reasonablenes®sf
transactionselatedto healthcaresnterprisesassetsand services Sheserveson the
Editorial Boardof N A C V Alhes/alueExaminer andasa Vice Chairof the
AmericanBar As s 0 c i @BA) Yaur@md a wy ®Owision Health Law Committee She has previously
presentedbeforethe ABA andNACVA.

Ms. Bailey-Wheatonis a memberof the Missouri andlllinois Barsandholdsa J.D., with a concentrationn
Health Law, from SaintLouis University Schoolof Law, wheresheservedas Fall ManagingEditor for the
Journalof HealthLaw & Policy.

You canseeherfull CV at https//www.healthcapitatom/hcc/cvs/jbailepdf
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https://www.healthcapital.com/hcc/cvs/jbailey.pdf

Presentation Overview

u Tax Cuts & Jobs Act a2017
i The Current State of Healthcdard he Four Pillars

ARegulatoryUpdates

AReimbursement Updates
ACompetition Updates
ATechnology Updates
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Tax Cuts & Jobs Act of 2017
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Tax Cuts & Jobs Act of 2017

i Signed into law on December 22, 2017

i Brings nonprofit entitiesmorein line with their
for-profit colleagues

i Corporate tax rate reduced from 35% to 21%

A As a result, foiprofit providers are anticipating tax reductions
ranging between $1500 million in 2018

A Likely even more for pharmaceutical and health insurance
companies

A Only 21% of community hospitals owned by
for-profit entities

"Seven key changes the new tax law will force hospitals to consider” By Harris Meyer, Modern Healthcare,
http://www.modernhealthcare.com/article/20180102/NEWS/180109995 (Accessed 7/3TA8jeform imposes costs on taxempt healthcare organizations as for
profit peers weigh benefits" PricewaterhouseCoopers LLP, February 2018, https://www.pwc.com/us/éndusais/healtieseach-institute/publications/impaabf-
TCJA.html (Accesse d 7/31/18'New Excise Tax Cuts Into Te&xempt Executive Compensation” By Scott C. Withrow, Esq., ABA Health eSource, Vol. 14, No. 7
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Qualified Business Income (QBI)

i New Passlhrough Deduction for Qualified Business
Income (QBI)I Section 199A

i Allows for an up to 20% deduction of QBI from:

A Partnerships

A Limited Liability Companies (LLCs)
A'S Corporations

A Trusts

A Estates

A SoleProprietorships

i Only applies to taxpayers with taxable incomes of less than
$157,500 for single taxpayers and $315,000 for joint filers

"Mechanics of the new Sec. 199A deduction for qualified business income" By William A. Bailey, CPA, J.D., LL.M., Jouctalotancy, May 1, 2018,
https://www.journalofaccountancy.com/issues/2018/mayl88adeductionfor-qualified-businessncome.html (Accessed 9/6/18)R'$ issues proposed regulations on new 20 percent deduction for passthrough
businesses" Internal Revenue Service, Press Release, August 8, 2018, https://www.irs.gov/newissamsgisposeeregulatiors-on-new-20-percentdeductionfor-passthrougtbusinesses (Accessed 9/17/18).
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Qualified Business Income (QBI)

u NBelowtheliné deducti on

i Based ooanr tainf inci al 6 cal cul ati o
Instead of actual economic outlays required for most other
business deductions

i Big tax benefit for noftorporate businesses

A Included in the tax reform to equate roorporation tax cuts with
the cuts for GCorps

A Deduction taken at the following levels:
A Partner
A S-Corp Shareholder
A Estate and Trust
A Sole Proprietor
i Effective beginning after December 31, 2017 (sunsets in 2026)
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Net Operating Loss (NOL) Changes

i Changes to the Net Operating Loss (NOL) carryover
and carryback provisions

ASt atutory Definition: fithe
by [Chapter 1, Subchapter B, of the U.S. Code] over the

gr oss 1 ncomeo, Il .e., the ar
exceed a taxpayeros gross |
modi fi cati onso

AHistorically, NOL carrybacks/forwards have been a means t
treat taxpayers with different earning cycles, but similar
annual income, in a more equitable manner

"Net operating loss deduction" 26 U.SA172(g (2017. "Carry your losses (further) forward" By John Owsley, CPA, Ph.D., and John McKinley, CPA,
CGMA, J.D., LL.M., Journal of Accountancy, May 1, 2018, https://www.journalofaccountancy.com/issues/2018/méyirangnetoperating
losses .html (Accesse d 9/6)18
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Net Operating Loss (NOL) Changes

i Prior to the passage of the TCJA:

ANOLc ou |l darriedebac® up to 2 tax years, a
years, to offset taxable income

o Underthe TCJA:

AiThere shall be allowed as a deduc
equal to the lessarfd theaggregate of the net operating loss carryovers
to such year, plus the net operating loss carrybacks to suchoyes,
percent of taxable income computed without regard to the deduction
allowable under this section

i Meaning N@Ls can no longer be carried back but are allowed to
be carried forward indefinitely

i Effectivefor NOLs occurring on/after January2018

"Carry your losses (further) forward" By John Owsley, CPA, Ph.D., and John McKinley, CPA, CGMA, J.D., LL.M., Journal oft@&mmowMay 1, 2018,
https://www.journalofaccountancy.com/issues/2018/may/damyard-netoperatinglosses.html (Accesse d 9/6J18Net operating loss deduction" 26 U.S4C172(a) (201Y.
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Net Operating Loss (NOL) Changes

i Corporations cannot take into account the new
deduction for foreigrderived intangible
Income and global intangible letaxed income

i For business taxpayers other tha@@rps, the
new deduction under Section 199A qualified
business income Is not allowed in determining
an NOL

Section 172 (d)(9). "Car yy es (fu the) d y n Owsl y C h.D., and J hn ley, C , CGM D.Jclu:mal of
untancy, May 1, 2 h p //www1 nalo f ncy.com/ls l ayﬁ:rmyd- p gl h I( SSEX6/18.
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Net Operating Loss (NOL) Changes

Potential Conseqguences:

i The r avillgenenallyiinave the effect of increasing the present valus
total federal income taxes owed

Al Taking into account the time v
loss years and startup companies with initial years of losses may fare
we |l | t han under previous | aw, a

ARl Gl enerally, the changes to th
taxpayers' understanding of the timing of their income and deductions
when assessing expected future tax liabilities. A taxpayer can no longe
rely on the NOL carryforward provisions to result in no federal tax
|l 1Tability 1 n years of | ow taxab

"Carry your losses (further) forward" By John Owsley, CPA, Ph.D., and John McKinley, CPA, CGMA, J.D., LL.M., Journal ofté&wyou
May 1, 2018, https://www.journalofaccountancy.com/issues/2018/mayfcewvgrd-netoperatinglosses.html (Accessed 9/6)18
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Net Operating Loss (NOL) Changes

Potential Conseguences

i May raise costs for tagxempt providers, especially
In urban markets

i May spin off some entities as separate taxable
corporations (but may raise the eyebrows of federal

and state regulators)

ax reform imposes costs on taxempt healthcare organizations asgmfit peers weigh benefits" PricewaterhouseCoopers EeBruary
2018, https://www.pwc.com/us/en/heaittdustries/healtiresearckinstitute/publications/impaatf-TCIA.html (Accessed 7/31/).8
"Seven key changes the new tax law will force hospitals to consider" By Harris Meyer, Modern Healthcare,
http://www.modernhealthcare.com/article/20180102/NEWS/180109995 (Accessed 7/31/18).
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Employee Benefits and Compensation

i No longer allowed to offset income from unrelated
business activities, I.e., fringe benefits (e.g., cafeteria
earnings, employeorovided parking, transit passes,
shuttle busses and vans) with losses from other
unrelated business activities

"Tax reform imposes costs on taxempt healthcare organizations asgonfit peers weigh benefits" PricewaterhouseCoopers EeBruary
2018, https://www.pwc.com/us/en/heaittdustries/healtiesearckinstitute/publications/impaaif-TCJA.html (Accessed 7/31/1.8

"Seven key changes the new tax law will force hospitals to consider” By Harris Meyer, Modern Healthcare,
http://www.modernhealthcare.com/article/20180102/NEWS/180109995 (Accessed 7/31/18).

PR "W& NACVA and the CTl’s Ft. Lauderdale, Florida | December 10-12, 2018

X ’ F| Nnancl Ol V a I ud h on S §) p erC (@) nfere nce © 2018 National Association of Certified Valuators and Analysts® (NACVA®). All rights reserved. 15



Employee Benefits and Compensation

i Any amount spent on the provision of qualified
transportation fringe to employees of @xempt

organizations now subject to the Unrelated Business
Taxable Income (UBTI)

i Whether, in what circumstances, and in what
amounts, should expenses related to employee

parking, transit, and commuter shuttles be included
in UBTI?

New Code Sections 82, 132. Code Section 217 (moving deduction). "Tax reform imposes cosesxemabhealthcare organizationsas
profit peers weigh benefits" PricewaterhouseCoopers LLP, February 2018, https://www.pwc.com/us/énthesaitbs/healtiieseach-
institute/publications/impaaif-TCJA.html (Accessed 7/31/)1.8
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Employee Benefits and Compensation

i Temporary elimination of the wage exclusion for
reimbursements of qualified moving expenses and
suspension of the moving expenses deduction
(through 2025)

i Temporary elimination of the wage exclusion for
reimbursements of the bicycling commuting
deduction (through 2025)

New Code Sections 82, 132. Code Section 217 (moving deduction). "Tax reform im
profit peers weigh benefits" PricewaterhouseCoopers LLP,
institute/publications/impaaif-TCJA.html (Accessed 7/31/)1.8

imposes cosesxemfabhealthcare organizationsars
February 2018, https://www.pwc.com/us/énthesaitbs/healtiieseach-
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Unrelated Business Taxable
Income (UBTI)

i UBTI must be calculated separately for each unrelated
business activity

i Any NOL from one of those activities cannot offset income from anott
i How should one define a NnNsepar a
A How does this intersect with the new 80% NOL limitation?

A Should debfinanced income be considered as not derived from a
A ade/business and thus not subj esang?

i 1.4% excise tax on net investment income of private colleges and
universities with large endowments

"Seven key changes the new tax law will force hospitals to consider" By Harris Meyer, Modern Healthcare, http://www.ntbdarateam/article/20180102/NEWS/180109995 (Accesse! d 7/31TE8) reform imposes costs on tax
exempt healthcare organizations asdoofit peers weigh benefits" PricewaterhouseCoopers LLP, February 2018, https://wwwplus/en/healtindustries/healtliesearckinstitute/publications/impaabf-TCJIA.html (Accesse d 7/31/18).
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Unrelated Business Taxabléncome
(UBTI)

i Example: A501(c)(3) has a $1 million gain from
operating a commercial laboratory and a $1 million
loss from a monejosing commercial joint venture

AOId Rule: Gain/Loss would offset, and the
501(c)(3)0s net woul d be

ANew Rule: Gain and loss are calculaseparately,
andt he 501(c)(3)0s net wo
which it must pay taxes

"Seven key changes the new tax law will force hospitals d By Harris Meyer, Modern Healthcare, http://www.nithdareteam/article/20180102/NEWS/180109995 (Accessed 7/31/18).
"Tax reform imposes costs on taxempt healthcare organiza nmf p ers weigh benefits' P cewate! h seCoopers EeBru y2018 https://www.pwc.com/us/e /heaitﬂustries/health
researchinstitute/publications/impaatf-TCJA.html (Accessed /3 /18).
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Unrelated Business Taxable Income
(UBTI)

i Potential healthcare implication

AAccountable care organizations (ACOs) wherein membe
receive reimbursement as part of shared savings

AThe shared savings is not a result of the provision of
care (the business of the healthcare provider)

o In fact, provider is being paid foot providing care

ASo does shared savings = UBTI?



