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of the chapter ends on May“31As | reflect on this past

chapter year there are many positive things | can point t

that happened this past year. The total educational
programming hours we offered increased significantly, our total
membership increased and more than half the members who respong

Feature Article:
Short Lived
Financing Option
can make Capital
Projects Feasible in
Tough Economy
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to the membership satisfaction survey conducted by National rated t
overall satisfaction with the chapter as high or very high. Each of the

Save the Date

accomplishments is a result of the hard work and commitment to HFN
that is demonstrated by the Board of Directors and Officers of our
chapter. Il 6d |Ii ke to thank eac
and commitment. But as always there is more to be done, there are

Patient Receivable
Loan Programs Find
ing a Resurgence in
Todaybés E

significant challenges that lie ahead.

Pictures: Arizona
LTC

12

The most significant challenge facing the chapter is how to expand th
number of members who are actively involved and connected to the
chapter in a meaningful way. In the last newsletter | alerted you to a
member survey that we would be conducting. The survey asked if, a
where, youb6d |Iike to get mesight I
members responded. In midiarch the Board of Directors had a full
day planning retreat where we reviewed the results of the survey and
discussed how can we engage our members in a more meaningful w

As a result, many of you have been contacted directly and asked to jq

2010- 2009 North-
east Chapter Leade

nd

Managers."

DiN

a committee and make a greater commitment to sustaining the local

chapter. While we are encouraged by the responses we are getting it is
critical that we convert those responses into a real and tangible result.

That will take follow through by both the chapter leaders and you, the
member. So as my term ends | will once again ask you to consider

responding positively to a request to help, or be proactive and reach out
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7 to the chapter and offer your EDUCATIONAL
help. If not you, then who? If

EVENTS

Avital Signs of NoRQINOWsthen whea? _ _ .
T]O r khb is th ek Ef fijlcial newsletter of Interesting educational topics that
the Northeastern New York Chap- . . : .
ter of the Healthcarg F_inancial I again want to remind you to you may find useful:
VENEREME T ASEeTENoN. mark your calendars and plan on
EDITORIAL POLICY attending the 2010 Region 2 Local Events:
Submission of material for oubli Institute which will be held Modern Learni

ubmission of material for publica- th :
tion is strongly encouraged. Arti- October 18-15"in Buffalo, NY. 0 er_n earning
cles should be typewritten. The Techniques for Revenue
editor reserves the right to edit . . .
ma;erial and accept gr reject contri- | can tell you that the committee CyCIe UnlverS|ty
butions whether solicited or not. Al | has arranged two excellent Initiative;

correspondence is assumed to be a . .
release for publication unless other- keynOte speakers. The first is

wise indicated. Send all correspon- Michael Leavitt, the former
dence, or materials for publication, ’

Date: May 27, 2010

to: Secretary of Health and Human

Rabin Ka Services. His presentation, WhatThig session will provide future
yastha .

Saratoga Hospital It Takes to Build a Better Health _tyrward strategies used by

125 High Rock A . .

Saratoga Springs, NY 12866 Care System, should be an better performing hospitals to

FAX: 5165844108 outstanding, and timely, aid in revenue cyclavide

Email: rkayastha@saratogacare.org assessment of health care refor|

Opinions expressed in articles or
features are those of the authorand | The second keyn ote is Steve

Meducational efforts.

do not necessarily reflect the views H ; .
of the Healthcare Financial Man- Tasker, the former abro The fOIIOWIng will be covered:
agement Association, Northeastern Buffalo Bill. Many of you o How to correlate education

New York Chapter or the editor. . . .
recently saw Steve as a sideline to improved revenue cycle

_ reporter for FpX ofdb@ds hnd o préve REr a g e
of the Super Bowl. Steve will pertaining to education

also be joining us Wednesday

evening at the opening receptio

e An overview of the best
Recruit a HFMA practice attributes of a value

Member Today! So mark you calendars, you -driven educational model

HFMA helps finance dondt want t o mé sBsildingtalivig, breathing
leaders create and main-| | outstanding event. educational system that
tain fiscally sound health drives improved Revenue

=)

care organi_zations in orr Be well. Cycle Performance
der to provide excellent Rick N
patient care. anagement
Benefits of membership!
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Speaker: Bradley J. Girsch,
MBA | National Account
Director

5487 South Westridge Drive
New Berlin, WI 53151

Phone: (262) 782903
Cell: (414) 559053
c k

For More InfoC | i He

Expiring Debt
Financing Options
to Consider in 2010

A Free Webinar for CEOs,
CFOs & Boards

Date: May 19, 2010
Time: 12:00pm- 1:00pm

Several options for financing
hospital capital projects are set
to expire at the end of 2010 and
or were changed in late 2009 to
expand their utility. This sessiorn
will cover Federal Home Loan
Bank (FHLB) credit
enhancement, Build America
Bonds (BABGSs)
Qualified Bonds. These
financing structures have

country, including those in case

with the opportunity to finance
their growth despite tight credit
markets. Further, late 2009 saw
changes to the federal hospital
mortgage insurance program
that now allow hospitals to use
the program to refinance debt.

reeé.

This session will help you:

« Know what to ask about
lesserknown ways to pay
for renovation, refinance
and new construction.

o Compare new financing
options by understanding
their eligibility
requirements, benefits and
deadlines.

e Learn how some hospitals
can reduce their interest rate
by 35% and examine two
temporary options that

/ involve local or regional
banks.

v

Presenters:Thomas R. Green,
CEO and Tanya K. Hahn,
Senior Vice President of

a LlantasteraRollard

provided hospitals across the

studies presented in this session,

Please remember
to support our

generous
sponsors:

o

o
o
o

GOLD

KPMG, LL

P

SILVER

Price Waterh
Coopers

ouse
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Conferences:

e | ————

HF MAO s The

2010
Finance Conference

ANI :

June 2623, 2010

Nashville, Tennessee

Gaylord Opryland Resort and Convention
Center

New/Former Members

Please Welcome!

Reqister now

A recordsettingnumber of
CPEs are available to

18.5 ANI conference = 27.
CPEs

Robert Seabury

Seton Health Come and network

Amanda F. Bickford HF MAOG s 20

PICIS Healthcare Finance

Conference. For
Rolando J. members that are
Portocarrero, CFO attending the ANI for
CDPHP the first time be sure t(

attend the First Timers
Kenneth P. 60Get Acqua
McGivney, CPA session!

The Bonadio Group

This year there are
New Early Riser
breakfast sessions thg

Christian Doring
AmerisourceBergen

attendees: 9 preconference,

with fellow members at

D

H R&derk $UERRak &lenn Steele of Geisinger

110nch aAdNMdception, also be prepared to

cover hot topics like RAC, ICR20 and CAH
Medicare updates.

Be Prepared for unparalleled combination of
keynote and industry speakers. This year

there are four nationally recognized keynote
speakers to share their experience. Industry

Heal th System, Li
Investor Services and results driven
organizations like Duke University Health
System, Tenet, John Hopkins Medicine, St.
Vincents, HCA and Parkview Health!

S a

Many educational sessions will cover many
interesting topics such as Reform, Quality
and Cost, Physician Integration, RACs and
Revenue Cycle.

In addition to networking and jam packed
education sessions, exhibit halls filled with
more than 400 top industry supplies, prizes,

enjoy Nashville with fun events in the area.

For members that attending this years
conference you will be able to purchase
recordings of all the conference sessions for
a special preonference price of $99.00.
S$inhpl defect the option on your registration
form. A great way to share information with
your colleagues that are unable to attend the
conference!’

1
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2010 Spring Seminars: Seattle
WA

Date:
May 4- 6

What Youdl |l Learn

¢ Reducing RAC risk: Strategies for
preventing improper payments

¢ Practical budgeting methods for better
financial reporting, increased productivity
and an improved bottom line

e Preparing cost reports for efficient and
accurate reimbursement

¢ Building a Chargemaster that will
maximize payments

¢ Using Activityi Based Management and
Lean Six Sigma to lower costs and improy
quality

¢ Models for maximizing physician
alignment and collaboration

¢ KPIs and denials management to maximiz
revenue

Feature Article:

Short -lived Financing Options can
make Capital Projects Feasible in a
Tough Economy

It could be said that if the credit markets
were not so rislaverse right now, it would be
an incredible time to issue debt for

expansions, renovations, acquisitions or

refinances. Construction costs remain low,

e

e

and the 16year treasury rate, an indicator ¢

base interest rates with no risk pricing built

in, has been hovering under 4 perdent
compared with 6 percent in the late 1990s
and 9 percent in the 1980s.

I't appears that
cannot take advantage of theseJowst
opportunities to modernize a property,
extend service lines or expand a facility
because many financing options fell off th

table as bond insurers and banks retreated| i

2008 and 2009. Credit remains tight, and
seems that only the strongest borrowers
issue debt without enhancement or subsi
at a reasonable cost.
But several credit enhancement and finan
options created or modified in the past twa
years have helped ensure key community
resources could continue evolving despite
temporarily tough economy. Some allow
borrowers to capitalize on local relationshi
others allow them to rely on federal credit
enhancement or subsidies in ways that
werenodt possible be
brilliantly for small projects that perhaps
would not see any interest from a larger
bank; others are being used for huge new
facilities.

And some will expire after 2010, before
many realize they exist. By looking both
locally and federally for financing, provider
may find more options available to them in
2010 than they did in 2008 or will in 2011.
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Looking Locally: Federal Home Loan
Bank

Borrowers that can issue taxempt bonds
can supplant larger regional or national ban
that arendét |l ending
enhancement by combining local bank
financing with Federal Home Loan Bank
(FHLB) credit support to enhance the debt
and reduce the interest rate. This opportunif

REGION 2 INSTITUTE - BUFFALOQO!

SAVE THE DATE: Planning is already under-
way for the 2010 Region 2 Institute, to be held Oc-

tober13i15, 2010. This yead
the Adamdés Mar k Hot el i n
promises to be an educational

and fun event for all!

Presented by HEFMA Region 2 Chapters:

0 Central New Yor k 0
politan New York o0 Nort hle
0 Rochester Regional o]

Stay tuned for more details. Visit

www.adamsmark.com for hotel mformatlon

ks
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already existed for housing borrowers, but
Congressional legislation opened it up to n
-housing borrowers in June 2008. The non
housing permission expires after Dec. 31,
2010.

O Therd dre0l ¥ FederalMH@med 6af Bahks
nationwide, each with its own credit rating of
AA or AAA. The option provides a locadével

financing solution on par with what can be

by the count
grade rated banks. Because many local ban
do not maintain investmeigirade ratings, they
typically could not provide borrowers letter @
credit (LOC) enhancement unless a larger
national bank also participated, which can
become expensive angd

mvolvement in the communlty prOJect
confer e n C e 1

k

—

?hevﬁﬁﬁl?? I\_NOnC Wrap |s a wa%le optlon for
smaltto-mediumsized projects, but it will be
Il imited by the | ocal
Some smaller banks cannot take on too muc
pﬁrﬁcul%lrpborr(ﬁNeNﬁ in
§,mll}|gnrqg so more difficul
for one bank to handle on its own. In the cas
of a larger project, however, the borrower ha
the option to involve multiple local banks, s
long as the banks will take a parity security.
position in the collateral. While some bank
may be inhibited by market conditions and gt
holding back on lending to retain liquidity,
many other local community banks still ha
considerable capacity to lend, and are willing
to do so. According to the Federal Home L

STEP

on

e

an

bank


http://www.adamsmark.com/

nort

healthcare financia

148
=158 1

| management association

Bank of Pittsburgh, which has been
aggregating these transactions, more than 1
non-housing FHLB LOC transactions totaling
over $3 billion have been completed
nationwide in the past year.

Looking Locally: Bank -qualified Bonds

Whentaxe x e mpt bon-dqesahbhrt &
banks can deduct 80% of their purchase and
carrying costs, and can pass along the saving
to borrowers by way of a reduced interest ratg
This provides local banks the opportunity to
get involved in a community project by
purchasing the bonds directly, and it entices
nontlocal banks to purchase bonds at lower
rates because the pu
tax burdens.

Until recently, only $10 million in bonds could
be designated bardualified by any single
bond issuer (often the local municipality) in
one year, limiting project sizes. But in 2009,

the American Recovery and Reinvestment Ac

increased the amount of bagkalified bonds
that can be issued to $30 million and applied
this new limit to the borrower, not the bond
issuer. After December, though, this limit
reverts to the prARRA limit of $10 million.

Get your HFMA Certification!

HFMAG6s Certification pr
increasingly responsible positions in the healthcare
finance industry. It demonstrates your comprehensiv
understanding of healthcare financial management ar
your proficiency in one or more specialty areas.

Click

(]

Pl ease here for mo

Looking Federally: Build America
DOBonds

Build America Bonds (BABs) were also

created by the American Recovery and

Reinvestment Act. Public entities (e.g.

municipal hospitals or retirement communiti

that issue BABs are subsidized for 35% of tf
i iftddest@dst. This means that a coumiyned

retirement community that issued BAB debt
)swith a 6.5% coupon would pay an effective
rate of 4.2%.

n)

= .

2009 and 2010 only public entities can use
them, and only for new construction,
acquisition or other capital expendituiesot
forhredirmreciang or veorkingoeca&pitat nieeels. The
subsidy can be applied only to the interest
coupon cost, not to any fees that are
incorporated into the alh rate.

BABs are set to expire after Dec. 31. The
admi ni strationds fi
opening them to nonprofits in 2011, but

q

3

t
strong appetite for this structure, and BABs

market. As of Jan. 31, there had been 834
issuances in 47 states for a total of $70.8
billion, according to U.S. Treasury data
collected from Bloomberg.

9CchLllasioRh " ePar ® f

you

o

r

1%

d Affordable financing is available via these
tempora{y oPtions, via goyernmental financi
re I n [0} matil o e .

BABs must be issued as taxable notes, and|i

reducing the subsidy to 28%. Investors have

constitute about 20% of the municipal bonds
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programs and, to some borrowers, via
conventional structures such as bank letters ¢
credit or traditional unenhanced bonds. Thos¢
that do not take advantage in 2010, however,
could be left in an unfriendly meantime if
conventional financing options and the credit
markets have not recovered more by the time
these temporary options expire. Progress me
remaining aware of opportunities,
understanding each
on both the longand shorterm health of the
organization, and being prudent in financing
decisions.

f

Re nted with permissi
Th a p i wwanllandasespallerd.corad

O
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Patient Receivable Loan Programs
Finding Resurgence
Economy

Written by Steve Chrapka
schrapla@revenuecyclepartners.com

Loan programs that provide external hospital
financing for patient receivables are nothing
new. There have been various approaches o
the years to provide patient alternatives and
options to satisfying healthcare obligations
over an extended period of time. With
consumerism in healthcare on the rise and
patients expecting more payment options.

There is a new equation in healthcare finance
and receivable loan programs are gaining

popularity again!
Df

1%

The current state of the US economy has
The current economic recession has for ma

afgur hospitals. Hospi
has never occurred in previous recessions.

nancing optionds i mj
Here is the current economic reality:

74 year low in consumer savings rates.
Credit markets that have dried up except
for thase whodo patneed credity | 4 ¢
Highest unemployment in over 25 years.
Trends in healthcare plan designs have

increased cfpays, deductibles and out of

n Tigldayo6s
Uninsured population of working adults

grown significantly.

best we can expect is a slowdown in the
level of increases.

Consumerism in healthcare is generating
e\[:tronger demands for customer service and
payment options from hospitals.

All of these trends have resulted in hospitals
extending more credit to patients for longer
periods of time. This is occurring when
hospitals themselves are challenged financi
to provide more services for less

placed extreme pressure on US households.

the first time impacted the financial health of

pocket costs for consumers to an all time

Healthcare costs will continue to rise; the

Y
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reimbursement.

We are also seeing the role of patients, as
healthcare consumers, change over time.
Patients have a greater say in when and whe
their healthcare services will be provided. In
addition, patients usually do not plan for their
healthcare expenditu
challenging economy 24% of patients with
large out of pocket costs stated that their
current healthcare debt has caused them to g
care at an alternative facility to ensure
treatments are received. For the first time we
are seeing healthcare providers delaying or
denying nodirgent treatments to patients with
previous unpaid medical bills.

This shift to more consumerism in healthcare
i mpacts the patiento
follows:

Patients control how their out of pocket
costs are expended.

Patients choose healthcare services base
on their financial situation and their
financial obligations.

Patients expect to be treated as valued
consumers and may not be willing to take
direction from insurers or providers with
respect to healthcare delivery.

Patients are better educated regarding
healthcare services.

Healthcare debt is perceived by consume

to be different than other types of debt a

are only marginally successful. Patients
not traditional debtors as found in other

e industries.
There have been many studies on the paym
priorities of patients. Clearly, it is recognized

the patient. Here is an overview of how

eek

o Mortgage or Rent payment
Car/Utilities/Bank loans
Furniture/Credit card loans
Insurance premiums
Physician bills

Hospital bills

S
Hospitals have traditionally attempted to

establish monthly payment plans to assist

plans are usually interest free and managed
monitored internally by the patient accountin
staff. While these plans may be convenient
the patients they place significant burdens o

d

while they wait for the cash flow; additionally
there are extensive administrative burdens
encountered when managing these paymen
plans.

s Another challenge with extended payment

plans is the potential for new debt to be

STEP

e

typical financing and collection techniques

I bt hospitafs aré lasttd receive payrhentdren

patients prioritize their monthly expenditures:

With the hospital at the end of the list, how ¢
werfaciffaie Lhanging thisPparity?g a t i o

patients in satisfying their obligations. These

the hospital. There is the obvious loss of capi

e
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incurred by the patient. Unplanned future deb
may | mpact the patie

making monthly payments and result in short
or missed payments.

Patient receivable loan programs, when
properly designed, can cause reprioritization
patient financial obligations. They raise the
level of priority to ensure the obligations are
met. In addition, loan programs can be
designed to provide for immediate
reimbursement to hospitals, removing the
patient receivabl e
sheet.

f

Loan programs can provide significant benefi
to cash starved hospitals as well as provide
relief for patients finding themselves with few
other options. Loan programs can be designe
to provide funding directly to the hospital
within days of the executed loan documents,
while establishing manageable payment term
up to ten years, for the patient. Loan terms
provide flexibility for patients seeking to
minimize their monthly obligation.

So, what type of program works best?

There are two types of programs, Mon
Recourse and Recourse. Each provide value
but with very specific distinctions. The Ngn
Recourse program removes any contingent

t other hand, provides that the hospital repay

n outstandiagbdoan baldnge intthe evenvaf t |
default. This significant difference in risk
sharing of the patie
design of the loan portfolio. N@Recourse
program funding may be impacted by the

ofpatientds credit wor
Recourse program all patients can qualify si
the hospital is at risk for default.
Here are the features of both NBecourse
and Recourse Loan Programs:

NonArecourse Loan Programs:
rom the hospital 6s b:
Hospital receives upfront cash for loan
value.
Simple and expedient loan application a
approval process.
Loan portfolio performance does not
impact hospital/no bad debt reserves
required.
Loan values will likely be discounted.
Hospital will receive less than 100% of tk
account balance.
Patients may be assessed an interest ch
which is usually impacted by the loan
discount rate.
Patient credit worthiness may impact
patientds ability
Inability of a patient to qualify may prese
challenges in implementing a
comprehensive collection policy.

[Se

d

liability from the hospital, regardless if the loan How do you handle a patient that does not

qualify for loans and are not eligible for

is paid or not. The Recourse program, on the

th
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financial assistance?

Loans are unsecured with no personal
assets at risk.

Payment terms can be extended over ma
years.

Recourse Loan Programs:
« Hospital receives upfront cash for loan
value.

Simple and expedient loan application ang
approval process.

Hospitals should establish a reserve for b
debt for loan portfolio defaults. National
experience is between 15% to 22%.
Loans that default should move directly to
bad debt without consuming more
administrative resources or expense.
Loan valued at 100% of receivable. No
discount applied and hospital receives
100% of account balance.

Hospital guarantees loan. All patients

qualify.

With all patients qualifying for a loan the
hospital has the ability to implement more
consistent credit policies since all patients
will have a loan option available to them.
Patients assessed an interest rate. Usuall
below current market trends.

Community relations can improve when a
patients will qualify for loans.

Patients with questionable credit rating

have opportunity to improve credit history

)

y

y

adis essential. Policies need to provide options

Loans are unsecured with no personal
assets at risk.
Payment terms can be extended over m

years.

Both types of loan programs when properly

implemented can achieve desired results. It|i

critical however to ensure proper steps are
taken to maximize the effectiveness of the
programs. A well defined credit policy
communicating all options available to patie

patients. Consistent support from
administration as well as the medical staff ig

required to ensure exceptions to policies are

minimized. A high touch patient sensitive
model needs to be utilized in presenting the
loan program. Hospital staff needs training i
how to communicate the benefits of the
program while presenting alternatives. In otk
words the loan programs need to be sold to
patients. Including why the program is good
the patients describing all the benefits and
presenting the alternatives to not establishin
loan.

What type of benefits can you expect?

Increased cash flow from self pay
receivables.

Reduced bad debt expense.
Reduced days in AR.

any

Nt

5 for

N
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g

Improved liquidity.
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Removes the hospital from the financing
business.

Reduced administrative costs resulting
from fewer billing statements and cash
posting transactions.

Improved recovery of term payments mad
to a bank vs. to the hospital. Patients less
likely to miss a payment to a bank than to
the hospital.

Enhanced patient and community benefitg
when the hospital is viewed as providing
options to assist patients with their
financial obligations.

For more information on how to effectively

or to learn more about hospitals that have
achieved improved performance through
such programs contact Jeff Morgan, CHFP
at Revenue Cycle Partners. 866.855.6905 or
jmorgan@revenuecyclepartners.com

Sponsor Highlight!

kceizc

KPMG firms are some
providers of audit, tax and advisory services.
We have more than 135,000 people operatin
in over 140 countries.

implement a patient receivables loan program

PHOENIX ARIZONA
Leadership Training
Conference

m

B

Mollie, Rick, Mike, Bob Massey, Bob and Rabin at
LTC Arizona!

Enjoying a night out after educational sessions!

STEP
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PHOENIX ARIZONA - Leadership Training Conference

Mike, Keith, Mollie, Rabin, and Bob Mollie hitting the desert trails!
Having oWowd P®evssi on

Yep, | have water. It was 93 degrees out today! New HFMA National Chairman Deborah Kuchka-Craig
New Chai r manfioST EThh elhPeo:

STEP
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PHOENIX ARIZONA - Arizona Grand Resort

Beautiful Arizona Grand Golf Course Water Features can be found all around the Arizona Grand
Resort

A View of the Pool from our rooms! Oasis Water Park - A huge water slide!

w0
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PHOENIX ARIZONA - Arizona Grand Resort

Views of the Suites looking up! Water Features at the Arizona Grand

Views from our Hike! A real live Cactus!!!
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