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WINTER [S COMING...

And not just for those living in a fantasy world with dragons.

Our industry needs to prepare for some major changes coming in 2024. The DIR Fee Apocalypse will
hit any of us who bill for Medicare patients in January 2024.

| know that seems a long way away. It will be here before you know it.

What is this apocalypse | am speaking of? The rules for how DIR fees will be applied to claims are
changing beginning in January 2024.

We ALL HATE retroactive DIR fees. Not knowing when the bill will come, how much they are, and the
inability to know exactly what we make on each claim keeps us from making informed decisions
about our pharmacy businesses.

THE GOOD...

In 2024, the DIR fee will be applied at the point of sale. This change is good. We will now know
what our DIR fees are in real-time.

THEBAD...

Having the DIR fee applied right away will immediately reduce your incoming revenues. For the
first several months of 2024, you will essentially be paying double DIR fees. The retroactive fees
from 2023 AND the immediate 2024 DIR fees.

THEUGLY...

This perfect storm will cause many pharmacy owners a severe cash flow crisis. They may not all
survive.

THEPLAN...

Focus on Improving cash flow and increasing profits so you have a cash cushion to weather the
storm. Instead of being reactive, it is time to be proactive, so we created this live 5-Day Cash Flow
Challenge. To help you make a plan for your pharmacy on purpose.

Dr. Lisa Faast



FUN

Psst... it (s more fun with more cagh/!
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You are a pharmacy owner!

This is the most brutal business to stake your future in. Times have never
been more challenging.

What is different today is that there are more ways to be profitable than ever
before. New revenue streams, new ways to meet new patients, and a
population willing to think about their health in new ways.

Even though a plethora of opportunities exist, they are difficult to pursue
because you are wearing so many hats (typically all at the same timel).

To succeed, you must be willing to do what it takes. You don't just put in 40
hours a week. You are eager to do more...

You are willing to...

...stand up for what you believe in.

...push limits to create new possibilities.

...fight mediocrity to reach your potential.

...risk failure or look silly to achieve your dreams.
...to be honest with yourself to find your true power.

It is not easy, but it is worthwhile!
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Session 1: What, Why, and The Apocalypse
Session 2: Cash Flow Tips #1-4
Session 3: Cash Flow Tips #5-7

Session 4: KPlIs of Cash Flow
Session 5: Creating Your Plan

As you will learn in the training, these cash flow strategies can be
implemented alone or together. Each pharmacy is unique, and the solution to
improve cash flow is unique.

By the end of the 5 days, you will understand several tactics you can use to
improve your pharmacy's cash flow. You should also have a plan on which
method(s) you will prioritize for your pharmacy.

We encourage you to connect with other owners in this group and if you join
Pharmacy Badass University, you can connect with our hundreds of owners
there and the DiversifyRx Team.



Pre-Questions

How would you rate your cash flow currently?

o 1=terrible 10=no problem

Do you have any trouble paying your bills?

o Yesor No

Do you think your main financial problem is low profits, low cash flow, or both?

o Low profits, low cash flow, or both?

Do you have a bookkeeper or accountant that can help you with financial reports?

o YesorNo



What, Why, and The Apocalypse

¢ What is cash flow?

e Cash Flow Is NOT...

* Relationship between Profit and Cash Flow



What, Why, and The Apocalypse

e The DIR Fee Apocalypse



Homework

| will not be checking your homework!! This will help you get a solid foundation for
understanding your pharmacy's cash flow.

Day 1's homework is about understanding how your PSAO treats DIR fees now and
after 2024. If you have direct contracts, your DIR fees are currently retroactive, and
NO escrowing occurs.

Who is your PSAO?

e Have they put out any information on the upcoming DIR fee changes?

e Look up your PSAQ, and write down their contact email/phone. Send a message
asking for any information and clarification on how they will handle DIR fee
changes in 2024.

e Does your PSAOQ currently escrow your DIR fees?

e What is your average monthly DIR fee amount?



Cash Flow Tips #1-4

1. Decrease Inventory

2. Longer Payment Terms



Cash Flow Tips #1-4

3. Restructure Debt

4. Reduce Expenses



Homework

| will not be checking your homework!! This will help you get a solid foundation for
understanding your pharmacy's cash flow.

Day 2 's homework is about exploring each area and the potential for improvement.

Do you know your ideal inventory level based on your current business level?

When did you last do an inventory clean-up?

Do you have any inventory controls in place?

Have you ever asked your wholesaler to push back your due dates at all?

Do you have any secondary wholesaler accounts (i.e., Real Value Rx)? If yes, what
are your current payment terms? Can you pay with a Credit Card?



Homework Continued

e Do you have any loans, lines of credit, or outstanding credit card bills with an
ongoing balance?

e Do you have access to a line of credit?

e Have you reviewed a detailed P&L sheet within the past 6 months?

e Do you know what your current expense ratio is?

e Do you know what your current payroll ratio is?



Cash Flow Tips #5-7

5. Collect More Payments

6. Increase Profits



Cash Flow Tips #5-7

7. Leverage Other People's Money



Homework

| will not be checking your homework!! This will help you get a solid foundation for
understanding your pharmacy's cash flow.

Day 3 's homework is about exploring each area and the potential for improvement.

Do you have a reconciliation company? If yes, what is your percentage of
payments collected?

What are your average monthly credit card fees? Have you considered having
patients pay CC fees?

What percentage of your revenue is non-PBM revenue (everything but PBMs)?

What products or services do you offer that patients love?



Homework Continued

What are some products or services you want to add?

What are your top 5 highest margin prescriptions?

Do you have a business line of credit open and available?

Do you have any business credit cards with good terms?

Have you looked at paying any regular bills with your credit cards?



KPIs for Cash Flow

7. Leverage Other People's Money



Homework

e Calculate your average daily expenses. Total up all expenses (including COGS) for
the last month or period you have financials for. Divide by the number of days in
that period to get your average daily expenses.

e Determine your number of days of cash on hand. You can use your current bank
balance. Many pharmacies will use their ending monthly balance from the month
before.

e Are you happy with how many days you have? If not, how many days of cushion
do you want?

e Use the Cash Required equation to determine how much cash you need to get to
your goal.



Creating Your Plan

Make your list of the top tactics from the past several days for each category.

Exercise - 5 mins - go back through your daily notes and circle the tactics that
stand out to you the most.

Now transfer those tactics into this list by category.

1. Decrease Inventory

2. Longer Payment Terms

3. Restructure Debt



4. Reduce Expenses

5. Collect More Payments

6. Increase Profits

7. Leverage Other People’s Money



Prioritized List

Take the tactics you like the most, and you think will work the best for you and put
them into a prioritized list. You will start working on the specific tactics in this order.

You can prioritize by the ease of implementation or the greatest impact on your
pharmacy. Or you can choose other criteria.



Payroll Ratio Total Payroll Costs
<13% or <11% Total Revenues

X100 = Payroll Ratio %

Inventory Turns  Annualized COGS

= Inventory Turns
>24 Inventory Value

Expense Ratio Total Operation Costs
<19% Total Revenues

X100 = Expense Ratio %




Number of Days Total Cash Available
of Cash On Hand - = Days of Cash
>15 or >20 Average Daily Expenses

Non-PBM

Revenue Ratio

>25% Non-PBM Revenue X 100 = Non-PBM %

Total Revenue

Cash Required For Set your goal based on how
'X' Number of Days much of a cash cushion you want

Average Daily Expenses X # of Days Desired = Total Cash Required




nd.

You Made It!

That was a lot of foundational work; it isn't over yet.

When you learn a new skill, you can initially expect awkwardness and feel uncomfortable.
Once you go through the motions and commit to a path forward, it will get easier.

Remember, nothing is set in stone. You can change direction or priorities. | don't
recommend doing that often, but sometimes it needs to happen.

Please share in the Facebook Group any comments, feedback, or questions you have.

You will have continuous access to this group. Please feel free to ask any questions at any
time.



Bonus Resources:

| include these bonus resources as many pharmacy owners have found them to be
extremely helpful.

| will cover them during the VIP sessions if time permits. Use them to work through
what your most important goals are. Write them down! And then break them down

into smaller goals so you can be focused on making forward progress.

Every day focus on just one more baby step completed. Consistent baby steps lead
to leaps and bounds of improvement.

Celebrate every win!

Stay focused on you can build a cash war chest for your pharmacy.
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END OF 2023

DESTINATION




QUARTER 1

QUARTER 2
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QUARTER 3

QUARTER 4
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FIRST 30 DAYS

NEXT 60 DAYS
NEXT 90 DAYS
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WEEK 1
WEEK 2
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WEEK 3
WEEK 4
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How do you know which habits to form?

| like to work backward or think the opposite. It can be hard to determine the right way
forward, but it is incredibly easy to know the wrong way.

Goal: Increase your profitability...

How NOT to get there:
e Pay too much for your drugs
» Have employees with a lot of overtime
e Sell more low-profit items
» Give terrible customer service
e Leave money on the table
e How else...

Goal: Increase your cash flow...

How NOT to get there:
* Pay your bills early
e Collect less than what you are owed
» Pay out money before you collect money
e Spend more than you should
e Overdraw your bank account
e How else...



Your Goal:

How NOT to get there:

Your Goal:

How NOT to get there:



Now we know what NOT to do.

Let's think of some strategies that we could do.

Goal: Increase your profitability...

Potential ways to reach your goal...
Pay less for your cost of goods sold
Sell more high-margin supplements
Get more productivity from employees

Reduce expenses

Dispense more profitable Rxs
Increase non-PBM revenue
How else...

Goal: Increase your cash flow...

Potential ways to reach your goal...

Have longer to pay bills

Reduce expenses

Change payment terms
Leverage other people's money
Increase cash-based revenue
Sell more services

How else...



Your Goal:

Potential ways to reach your goal...

Your Goal:

Potential ways to reach your goal...
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What absolutely must be done or not done to succeed?
What are your non-negotiables?

You can't do 10 things all at once

Now is the time to cut the fat. Trim your goals. Chances are you are thinking of so many
things you want to do in the next year.

Unless you have an advanced degree in delegation and follow through, you probably won't
achieve all your goals. You have too many. You need to prioritize what is most important to

you.

My Most Important Goals Are:
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The Goal Lasagna

Yes, a lasagna. You don't make a lasagna in one step. You don't build a highly successful
pharmacy in one step either.

You need to layer on the goals, strategies, and tactics. | tend to do a lot of revenue streams
in my pharmacies. And it doesn't start out that way.

| start with ONE. | get laser-focused (maniacal even!) on just that ONE. Until we are really
successful with it.

Then... | add another layer until that is successful. Then repeat, repeat, repeat.

You and your team will get better, faster, and more efficient as time goes on. Adding a new
thing will soon be easy.

It will be hard at first. The first initiative will take longer and be tougher than you think.
Employees will make excuses. You will make excuses.

This is where you exercise your perseverance muscles. You must have the strength to keep
everyone on track.

Using Controlling Calendars

| use a system | call controlling calendars to help everyone stay on task without
micromanaging them.

Tell your employees exactly what you want them to do (or not do) on a daily, weekly,
monthly, or quarterly basis.



Access My Template HERE

Objective: Reoccuring Clerk
1(2[3]|4|5[6|7|8]|9[10[11[12]|13]|14]|15[16 171819 |20 |21|22|23|24|25|26 2728|2930 31

Thank you cards

Will Call bin management

Parking Lot Maintenance

Send faxes ASAP

Check in and put order
away by 11am

Stock station & rx daily

Process RTS daily

Log off your station when you
leave
Arrive 5-10 mins early to
take care of pers needs
Clean area of all notes and
leftover work

Dump trash, privacy bins

Always greet a customer
even if you are busy

Filing/helping techs prn

Vacuum

Promote classes

Weekly

Deep clean counters rx &
dispensing, declutter
Check stock of supplies
and order prn
Make new cust bags and
specialty bags

Maintain OTC

Monthly

Self Development

Pull/process Outdates rx &
otc

Store Walkthrough



https://docs.google.com/spreadsheets/d/13yL__ZkH1NFYDB_Outn8WJRzA-av5M4h/edit?usp=sharing&ouid=113974743912243200527&rtpof=true&sd=true

.

Access My Template HERE
Customize to fit your goals and your staff.
Start with only a critical few and add each month.

Ensure their activities will roll up to your overall goals for the pharmacy.

How | Use These

Instead of playing the "did-ya?" game, all | have to do is check their controlling
calendar.

The most critical tasks are assigned to the bonus program.
In the beginning, check the calendars often. Creating new habits is hard.
You can check less frequently or even delegate to a manager as time passes.

Once everyone is acclimated, | have them turn in their sheets only at the end of each
month.

These make it easy to have mid-level managers that can help you hold everyone
accountable for performing their best.


https://docs.google.com/spreadsheets/d/13yL__ZkH1NFYDB_Outn8WJRzA-av5M4h/edit?usp=sharing&ouid=113974743912243200527&rtpof=true&sd=true

' GET THE RIGHT LEVEL
OF EXPERT HELP TO
BOOST YOUR
PHARMACY'S PROFITS
A,

PHARMACY
ENTREPRENEUR

" WORKING

" OWNER

ARE YOU?

Small staff ultiple or large location(s)
One location e Larger staff with coverage
No regular days off e Looking to increase value
Limited time & money o Have office or owner days
Not looking to sell soon e Looking for aggressive growth
Working 'IN' your pharmacy full e More time to work 'ON' your
time business
THEN YOU'RE A
GOCD FIT FOR
ESSENTIALS PHARMACY BADASS UNLIMITED
UNIVERSITY
$297 Per Month $797 Per Month
¢ On-Demand digital courses e Everything in Essentials plus...
e Monthly mastermind calls e Unlimited access to our coaching team
» Open office hours w/ Dr. Lisa Faast & coaches (POCT, Fx Med, Workflow, Profit, & More!)
e Done-for-you marketing materials e OTC Wellness Certification courses by
e All Pharmacy Profit Summit recordings clinical experts and T.W. Taylor
e Massive downloadable library  One free Pharmacy Profit Summit ticket . .
« Access for 10 logins * Monthly marketing analysis report S
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Get Instant Access To:

Quick Wins

Pharmacy Profit Roadmap

On-Demand Step-By-Step Courses

Tons of Resources To Help You Improve Profits

Essentials Unlimited
$297 Value As An Attendee, You Are Invited To SYAZA'E T
Join Pharmacy Badass University
Today To Start Increasing Your Profits

AMA Pharmac
(-KCZ') Badassy
YN University

Claim Your Free Offer



https://membership.diversifyrx.com/register/start-your-free-unlimited-trial-today/
https://membership.diversifyrx.com/register/start-your-free-unlimited-trial-today/

A

A pharmacy badass is:
phar-ma-cy - /'farmasé/ bad-ass - /'bad as/

A strong, confident, bold pharmacy owner who knows
what they want and how to get it. Being a badass is
about knowing your worth and not letting anybody
influence or mess with that. It's about taking control
and becoming the best version of a pharmacy owner
that you can be.

KA . .
(-Kzi) DiversifyRx

info@diversifyrx.com | membership.diversifyrx.com | diversifyrx.com



