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Vital Signs of Northeastern New York

Dear HFMA Colleague,

This is my first term as President of the Northeast Chapter and
I am very happy that so many positive things have occurred in
the past year. We have increased our membership and hope to
continue to do so in the future. We have many educational and networking
sessions planned for this year.

The new chairman's theme for this year is "Step Up". Debora-Kuchka-
Craig believes that "As healthcare finance professionals, we all need to step
up to see the big picture in healthcare - to avoid being overwhelmed with our
day-to-day work in our little corners of the world and see the opportunities
available for the healthcare industry as a whole. For those who are starting
out in healthcare finance, stepping up could mean seeing beyond the
limitations of their entry-level positions and dreaming big. For those in the
middle of their careers, stepping up might involve taking steps to avoid
getting burned out on their work so that they don't lose sight of the
opportunities in healthcare finance amidst the challenges in the industry."

The challenge that this chapter faces now and in the future is succession
planning. Even though we have seen an increase in membership we still need
members who are willing to "Step Up" and eventually become more actively
involved in our chapter by joining or chairing committees, and hopefully
taking a leadership role in the future. Together we can continue to make the
Northeast Chapter an indispensable resource for healthcare financial
professionals.

As your President, I will dedicate an extensive amount of energy to
support our chapter's mission and to build the leadership infrastructure
necessary to support the long term success of our chapter. I look forward to
working with all of you and I welcome all of your comments, suggestions,
questions or concerns. Please do not hesitate to contact me at any time.

Regards,
Mollie
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EDITORIAL POLICY

Submission of material for publica-
tion is strongly encouraged. Arti-
cles should be typewritten. The
editor reserves the right to edit
material and accept or reject contri-
butions whether solicited or not. All
correspondence is assumed to be a
release for publication unless other-
wise indicated. Send all correspon-
dence, or materials for publication,
to:

Rabin Kayastha

Saratoga Hospital

125 High Rock Avenue

Saratoga Springs, NY 12866

FAX: 518-584-4108

Email: rkayastha(@saratogacare.org

Opinions expressed in articles or
features are those of the author and
do not necessarily reflect the views
of the Healthcare Financial Man-
agement Association, Northeastern
New York Chapter or the editor.
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Recruit a HFMA
Member Today!

HFMA helps finance
leaders create and main-
tain fiscally sound health-
care organizations in or-
der to provide excellent
patient care.
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Local Events: °!‘a"e_“9°
violations.

ICD-10 ON THE
HORIZON: PLANNING
FOR SUCCESS

Date: August 19,2010
Time: 8:30 - 12:00 PM
Where: Edison Club,

Date: Aug 26, 2010

Time: 8:30am - 12:30pm
Where: The Edison Club,

Rexford, N.Y.
Rexford New York

4 CPE Credits Offered.
This session will provide an .
overview of ICD-10-CM and Webinars:
ICD-10-PCS to better provide
a better understanding of Medi car eds

potential transitions issues.

Topics include technical for Hospital
1ssues, documentation and
data issues, training and
productivity impact on

revenue. CFOs & Boards

Date: August 24, 2010

See our website for more

details: www.hfmaneny.org Speaker: Mike Kovar

Health Care Advisory

Time: 2:00-3:30 pm CST

Services. Grant Thorton LLP

what 0s

Proposed 2011 Rule

Outpatient Services
A Free Webinar for CEOs,

Benefits of membership!
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Webinar Summary

Please remember to
support our generous

Expanding Your

Do you want to achieve revenue

on your hospital.
Recommended For:

CFOs, reimbursement directors
and managers, controllers, and
other financial executives of
hospitals, medical groups/
practices, and health systems.

Pricing:
HFMA Members $70
Non-Members: $99

To register click here.

Financial Analyses

Are you ready for the changes
that will occur in healthcare
during the next 10 years?
I n this webina
e The required planning,
forecasting, and analytical
capabilities and the
resources (people,
processes, and tools)
supporting such capabilities
e Planning parameters likety
to change as a result of
payment and care delivery
reform
o How to validate planning
assumptions

. s sponsors:
integrity, based on the Centers . o
of Medicare & Medicaid for a Changing o
Servicesd propoHeaithéareél rul e |[for '
hospital outpatient services. -
Environment —
What will be discussed: =
e Outpatient Prospective Date and Time KPMG, LLP
Payment System (OPPS) ProMedical, LLC
updates August 18, 2010, 1:00-2:30pm
Central Ti me SILVER
e Changes CMS has in store
for hospitals in 2011 Speakers: Jason H. Sussman, PriceC\gv(?tzrrt;ouse
o Potential action steps to Partner, Kaufman , Hall & P
address the changes being Associates, Inc. Brennan & Pike
considered and the impact
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o Use risk/sensitivity analysis to identify

impact of changes to planning

assumptions.

Recommended For

CFOs, planning, finance, and budgeting
directors, and other executives responsible for
financial management in not-for-profit

organizations

Pricing
Members: $70

Non-Members: $99

For more information pleasec | | ¢ k

Please Welcome!

Sudeep Mehandru
Denise Daprice
Suzanne E. Rodriguez
Robert Seabury
Amanda F. Bickford
Coreena Cardin
Christopher M. Brino
John Olsen

Kevin Testo

Melissa M. Bezio
Martin R. Dunbar
Christophmer R. Berry

Claudine Hagen
Reggie Jacob

Mary C. Gavin
Kelli Arnold McLeod

Amy N. Gomez-
LaGrange
Ernest J. Conforti

Jane Q Yan

Karen Mein

Randi Dessingue
Francis Reteguiz

he

Feature Article:
A New Business Model for Hospitals

Recession and reform are changing
health care. Can your organization
adapt?

By Kenneth Kaufman

A profound change is occurring in the health
care industry, one accelerated by the damage
inflicted by the capital and credit market
crises and by the basic principles of reform.
The change is the emergence of a new
business model that is surfacing
independently of legislation in the health care
or financial arenas.

Since Medicare was introduced in 1966, the
hospital industry has operated under a model
driven by the fee-for-service payment system.
Fee for service has generally rewarded health
care providers for growth in both total
services provided and market share.

The twin impacts of the financial crisis,
which significantly diminished the financial
position of many hospitals and health
systems, and the enduring tenets of health
care reform, which
include improved value of delivered services
and increased provider accountability for
outcomes, are now eroding the current business
model. We believe that the hospital industry
may now, in fact, be experiencing the process
that Austrian-born economist Joseph
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HFMA Day at the Track
When: Friday, August 13th

Enjoy the races and network with fellow HFMA
members at the beautiful Saratoga Raceway

REGION 2 INSTITUTE

SAVE THE DATE: Planning is already under-
way for the 2010 Region 2 Institute, to be held Oc-
tober 13i 1 5, 2010. Thi s yes3
the Adamés Mar k Hotel in
promises to be an educational

and fun event for all!

- BUFFALO!

Presented by HFMA Region 2 Chapters:

0 Centr al New Yor k 0
ropolitan New York O Nor
Ri co 0 Rochester Region
Stay tuned for
more details.
Visit

Schumpeter describe
destruction. o
Then teaching at Harvard University,
Schumpeter used this term to explain how
change occurs in a capitalistic economy
through a process of destroying old models and
creating new ones. According to Schumpeter,
the genius of capitalism is that it incentivizes
people in the busin
old and not working well and to replace it with
something new that works better. Continuous
replacement of models that have become stale
gives capitalism its ongoing vibrancy, he noted.
Examples of this process in business are
both plentiful and increasingly significant. Bill
Gateso6 invention of
| rsabstantially impactedhtkeemainfiraime computer
Payntmoevg sBufAppd-eo st i
business and permanently damaged the revenue
model i n the music
addition of free GPS software to cell phones is
Haredtmg an uteapedted gomigetitive threat tot -
t theeGPS de®iterindbify. In héhlthRedre Bt 0
adimilarthad¥® & Wifdér Way WAt ev&radulier
calls for hospitals to work with physicians,
patients and other constituents in a very
different way.
Tomorrowbs Definit.i
Within the new business model, strategic and
financial success for hospitals and health
systems will not be achieved through the
volume of services provided. Rather, success
will come from positive patient outcomes at
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acceptable Avalue, 0
cost dimensions, with care processes integrated
across the continuum of care. To achieve the
goal of highest value for lowest cost, patients
will need to receive services in the right place.
As has been highlighted during the reform
discussions, this would push hospitals and
physicians to coordinate patient care along the
provider continuum in more cost-effective and
appropriate ways.

The Obama administration has been citing
certain organizations as models of the health
care delivery system under this new business
model. What these organizations have in
common are strong physician traditions and
culture with continued visible and effective
physician leadership, and the employment of
most, if not all, of the physicians who practice
in the organization.

During their many decades of operations,
for example, Geisinger Health System, Kaiser
Permanente and Mayo Clinic have aligned
organizational and physician interests both
clinically and financially. The assumption is
that such alignment has given these
organizations greater control of patient care
costs, quality and outcomes. Many of the
model organizations also have extensive care
and disease management capabilities, achieved
through the use of evidence-based protocols.
They also have effective IT platforms, which
help to ensure maximum levels of clinical and
operational effectiveness and efficiency and
include electronic medical record systems that
have been in place

f
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systems and cultures embedded at these
organizations, but it is clear that the new
business model would require hospitals to gain
closer economic alignment with physicians and
tighter control of both services provided and
related costs.

This trend is likely to alter thinking about
who needs care in hospitals, what procedures
physicians are allowed to perform in them, and
how they define their markets. Hospitals likely

UNPRECEDENTED CREDIT DOWNGRADES

Annual Lgmed s published by Moody's reflect the extent of financial deterioration amon
pro ftn spitals and health systems in all ratin result of such declin: m fi er
Brothers declar db nkruptey (fourth quarter fZODEL fourth quarter rmoga the numb of downgrades of health care
credits—83—far exceeded that in the previous seven quarters combined—89.

s Investors Service

2007 medlan 2008 medlan Deterloration measure

Operating margin 2.1% 1.5% 40%

Medlan rate of revenue growth 7.2% 74%

Days cash on hand 160 days 140 days

Cash to debt 111.5% 100%

Debt to capltallzation 38.5% 42.1%

Maximum annual debt service coverage 4.0x 3.6x

‘Sourca: Not-for-Pofit Hesithcare Medians for FiscalYear 2008 Show Waskening Across Al Major Ratios and Al Rsting C18gores.” Moody's Ivestors Servis, 2009

to be most successful in delivering services
with this new operating method are those with
highly integrated arrangements with
physicians, efficient use of capital, the ability
to direct patients to the lowest cost setting
consistent with quality and outcomes targets,
and the capacity to direct the care delivery
process from start to finish. Although there
appears to be broad agreement with this
direction, the mechanisms to get there have yet
to be fully defined and proven. Both the
Centers for Medicare & Medicaid Services and
commercial payers have been testing various

O

STEP

amep |




11 1C nort

healthcare financial management association

"N nNnew voi ! ( iu,z}‘:i_e

this business model. These include:

o Bundled payment, which provides a single
payment for an array of services by
multiple providers to care for a patient
diagnosed with a specific condition across a
defined episode of care; and

e Various value-based payment systems that
link payment more directly to the quality of
care provided.

Health Care as a Social Good

For hospitals, physicians and other providers,
the fee-for-service environment offered a more
predictable volume-based revenue stream. As
such, it changed health care from a social good
to an economic good. Business or economic
goods respond to supply and demand curves;
social goods do not. The move away from fee-
for-service reimbursement mechanisms in the
new hospital model could change health care
back to a social good. From a payment system
perspective, the fee-for-service model appears
unsustainable. Since 1970, total health care
spending has grown at an average annual rate
of 9.6 percent, or about 2.4 percentage points

Get your HFMA Certification!

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

Click

pro

Pl ease here for mo

faster than nominal GDP, according to a 2009
Henry J. Kaiser Family Foundation report.
Articles about how fee for service incentivizes
utilization of services while doing little to
emphasize quality, value and outcomes
proliferate in the popular and professional
press. A May 2009 White House fact sheet
noted that the admi
the rate of increase of total health care
spending by 1.5 percentage points.

Eye on Utilization

To reduce utilization and costs, payment
mechanisms in the new business model will
need to create incentives to provide necessary
and appropriate care. There are only two ways
to reduce total health care costs or slow the rate
of cost increase: reducing price or reducing the
number of units of care provided. In this
regard, it is important for health care
executives to carefully consider how utilization
will change. There are two ways to view the
situation: First, utilization may dramatically
increase, driven by two critical factorsd baby
boomers coming into the Medicare program
and by what many experts point to as the now
rapidly increasing provision of chronic care.
Second, the increase in utilization may slow

g heeatss the,changing busingss modgl will
require providers to aggressively manage costs
to keep pace with changing reimbursement
assumptions. Obviously, resource allocation

r decisions for botlaphysical @nd intellectual
capital will require a point of view on the

r
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direction of utilization. Pay close attention to
local and national trends around utilization and
make sure your scenario planning is robust and
taking all options into account.

Operational Pressures

As a result of the economic crisis, hospitals and
other providers are facing challenges that could
make it difficult to absorb the financial impact
of a transition to a different business model.
The crisis led to the worst stock market
crash in 80 years, followed by the worst
recession since the Great Depression. These
events have had a direct, powerful impact on
the financial stability and equilibrium of many
nonprofit institutions. The list of miseries
creating pressures on hospital operations, credit
quality and capital is a long one, and includes
softening volumes, deteriorating payer mix,
increasing bad debt, falling operating and
EBIDA (earnings before interest, depreciation
and amortization) margins, reduced liquidity
associated with considerable investment
losses, reduced access to capital, more
expensive capital when it is available, and
accelerating capital needs related to physicians,
facilities and information technology.
Movement toward achieving the goals of
reform will place additional pressures on the
existing hospital business model. A high
degree of change will be required of hospitals
to provide care to 32 million newly insured
patients by 2019 while reducing costs,
improving value and increasing provider

accountability for outcomes. The population of
uninsured or underinsured patients up through
and beyond 2019 will present a continuing
challenge as well. Shrinking payment updates
and penalties will accelerate the financial
impact on hospitals. For example, Medicare
payment update reductions start this year;
penalties for HfAexces
2013. At some point, Medicare may simply
stop paying providers for hospital readmissions
within 30 to 60 days of discharge. According to
a White House fact sheet on the 2010 budget,
18 percent of hospitalized Medicare patients
are readmitted for care related to their original
admission. No reimbursement for those
readmissions would have a significant financial
impact on hospitals. All of the concepts
mentioned earlier represent fundamental, not
incremental, change to the hospital payment
system.

Where Do We Go From Here?

The combined challenge of the economic crisis
and health care reform is leading to tremendous
consolidation pressures in the health care
industry, especially among not-for-profit
hospitals. At this point in history, there appear
to be three distinct types of hospitals and health
systems on the consolidator-consolidated
spectrum. The first type is organizations that
have been doing well during the last 10 to 15
years and may have the opportunity to do even
better under the new business model. They
have a high degree of readiness in the area of
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hospital-physician integration and financial
strength to move aggressively within their
markets. The second type is organizations that
have been struggling under the old model and
are likely to struggle more under the new
model. They have a low degree of hospital-
physician integration and little financial
strength to invest in strategies required by the
new business model. The third type is
organizations that have newly challenged
financial and market positions and, given new
models and standards, have complex strategic
decisions immediately ahead of them.
Continued independence as a stand-alone
hospital or small hospital system may no
longer be viable. The moves these
organizations make toward partnerships with
stronger health systems may largely determine
how fast and how radically different markets
react to consolidation.

Hospital boards and management teams
should analyze thei
strategic-financial condition and how they
might be positioned competitively under a new
business model.

Asking and answering the following five
questions can help to clarify their status.

1. Does our governance structure support the
strategic decision-making that may be
needed imminently for dramatic service
delivery changes? Discussions around
board committee structure, size,
composition, meeting frequency,
functioning and culture would be

r

2. Does our management and administrative

3. Is our existing portfolio of hospitals and

appropriate. Will these characteristics and
practices work to |t
advantage in a rapidly changing care

management and payment environment?

structure and skill set support the rapid
changes that may be required for the new
business model? A 1960s hospital
administration structure and style are
probably not going to be appropriate; the
new model would require hospital
executives with significantly different skill
sets. Because hospitals will be employing
physicians, physician management
capabilitiesd including the ability to
integrate, organize and retain physician
groupsd would be critical. Care
management capabilities and a thorough
understanding of quality, performance and
outcome evaluation would also be required,
0 ragwauldiexpeatite in thardsvélopment of r €
sophisticated IT and hospital
communication systems.

other lines of business the right portfolio
for changing competitive conditions?
Businesses accumulated by hospitals and
health systems during the past decades,
such as long-term care facilities, home
health agencies, managed care plans or
joint-venture ambulatory surgery centers
may no longer be affordable or essential to
the organization. The portfolio of services
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should be carefully examined and
businesses that are not core to the mission
should be considered for divestiture.

Without assuming a level of risk that is
unacceptable to the board and management
team, can our financial plan be managed to
create the capital capacity and working
capital needed to grow and change our
business model? The board must
understand the total level of enterprise risk
assumed as the organization changes its
strategic direction under the new business
mod el l'tdos |ikely
have to take on more risk. Financial leaders
should ensure thorough and timely
financial forecasting and scenario analysis
to determine where the organization stands
with each opportunity and how quickly
opportunities can be pursued. In some
situations, it may be appropriate for the
organization to move more quickly; in
other situations, it will need to slow down.

What is the proper level of scale for our
organization, given a certain market? All
hospitals are currently asking questions
related to size and scale. How big is big
enough and how small is too small in these
rapidly changing conditions? Marketplace
competitive pressures going forward under
a new business model would challenge
hospital boards and management teams to a
much greater extent than in the past.
Market share would be determined not by

the number of procedures or services
performed, but by the number of patients
under care and the quality of outcomes
across the entire continuum. Because the
task of reorganizing care delivery is so
substantial, hospitals will likely play a
unique role. No other provider group has
the ability to organize resources and
execute strategies on such a broad
geographic and comprehensive level.

Act Now

tAh ante wt hbeu sd rngarsi zmeotdied
hospitals will fundamentally alter the overall
landscape for health services delivery and how
hospitals survive and thrive in that landscape.
Successful hospitals and health systems will be
those that moved forward early to align with
physicians, acquire care and disease
management capabilities, implement integrated
IT and communication systems, and gain
sufficient size and scale to direct the care
delivery process in their markets. First movers
will be rewarded. q

KENNETH KAUFMAN
(kkaufman@kaufmanhall.com) is managing
partner at Kaufman, Hall & Associates Inc. in
Skokie, 1.

Reprinted with permission from Kaufman, Hall
& Associates, Inc in Skokie, 11l
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Sponsor Highlight!
P gniig Closest to the Pin:

Gary Adalian

PRICEWATERHOUSE(COPERS [§

Longest Drive:

i At PricewaterhouseCoopeROQ,Seah)x}rey measure our
success by yours. o

Most sand traps hit:
Vinny Davi

And finally the most condos hit in a round:
Tim Maguire!

HFMA Annual Golf
Tournament 2010 at

A great time was had by all at the HFMA
Annual Golf tournament at the beautiful Mc
Gregor Links Golf Course in Wilton, NY.

The results of the tournament are as follows:
Low Gross Men

1st Marc Mesick
2nd Bill Walbridge

Low Gross Women: How many HFMA Golfers does it take to change a light bulb?
Claudine Hagen FOUR!!

Low Scramble Group: Congratulations to all for a great time!!
Keith Shanks
Steve Rinaldi
Patty Giovine
Jim Howitz

STEP
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HFMA Golf Tournament 2010

Il “* _

McGregor Links Golf Course Sign up Herel!l!

CART BLANCHE HFMAJ Par-Tee Animals

STEP
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HFMA Annual Golf Tournament

Tim Sullivan, Mike Wallner, Kathy Stahura, Tim Maguire
ATHE HFMA HACKERSO

Keith Shanks with Jim Horwitz Can we go now???
Do Sponsors get free mulligan's? Not Him!

STEP
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Member Spotlight

This interview was conducted for HFMA Northeastern AL: I enjoy strategy and adding value to an
New York by Veronica Ziac, Revenue  organization. For this reason I am excited about the field of
Cycle Manager at Ellis Medicine. Amy  the revenue cycle. Revenue cycle allows for collaboration

LaGrange is currently a student with other hospital departments, thereby fortifying the
member of HFMA and is an intern in heal t hcar e or ganizationﬁs mi s s
Ellis Medicineods meiedicdytl6 dso BBl Reltolcdh® Relhtionships with
community affiliates increasing organizational exposure
VZ: Tell us about your and growth.
background and whatledtoyour | 6 m al so interested in hepalthec
decision to pursue a career in they relate to financial performance, incentives, and an
healthcare management. overall better organization. I am currently enrolled in the
I nstitute for Healthcare| |l mpro

Leadership Academy, which encourages students to act as

AL: Much like many individuals who decide to pursue a change agents for quality improvement in their

career in healthcare management, I wanted to be involved

in field where I was helping others. Helping others during organizations.
their most yulnerable tlme by ensuring they are receiving V7 | understand youodve ftravel
both effective and quality care is paramount to favorable

tell us about some of the plac

healthcare outcomes. I appreciate the biphasic nature of
healthcare management that will enable me to impact the
physical health of patients indirectly and the financial
health of the organization.

AL: I was in the United States Navy for several years and
traveled to 15 different countries during that time. Two of
my favorite places were [(Greece
lived in several different parts of the United States,

VZ: How did you learn about HFMA? What do including Michigan, Florida, and Long Island.

you see as the benefits of belonging to HFMA for
someone just entering this career path? VZ: Tell us a little about your personal life: family,

hobbies, interests.
AL: Ilearned of HFMA from Mollie Kennedy,

the current President. During a discussion with her AL: I was married last July to Lee LaGrange and live in
regarding another professional organization I belong to and Rotterdam, NY. We have a high spirited puppy, Oliver,
their lack of programming, she recommended who loves socks. I am an avid reader, enjoy traveling,
HFMA. From the initial meeting the many opportunities ~ gardening, photography, and spending time with family
to become involved and network were apparent. As an and friends. In my spare time, I volunteer my time as a
early careerist I have learned the value of mentors and finance committee member at Habitat for Humanity and
guidance from indivi dual stakdpartinfphilantbropic ¢ndedvadsdhat incgeasec h
opportunities are plentiful within the HFMA. sustainability in the Capital Region through The

Stakeholders, Inc.

VZ: Do you have specific areas of interest within
healthcare management, e.g., reimbursement,
budget, revenue cycle, managed care?
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Northeastern New York
Chapter

Officers

President
Mollie Kennedy

President Elect
Michael Wallner, CHFP

Secretary
Michael Wallner, CHFP

Treasurer
Robert Shwajlyk

Directors

Rick Henze
Ronnie Loughridge

Mary O6Connel |l
Rico Viscusi, CPA
Rabin Kayastha

Committee Chairs and
Members:

Certification
Joan Ehlinger , FHFMA, Chair
Richard C. White

Compliance Committee
Steve Rinaldi

Education Committee
Mollie Kennedy

Founders Contact
Rick C. White

Membership Directory
Mary O'Connell, Chair
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Rick Henze Jr, Chair
Rico Viscusi
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Rabin Kayastha, Chair

Social/Awards Committee
Rick Henze
Bill Walbridge

Sponsorship Committee
Keith Shanks
Steve Rinaldi

Website
Robert Shwajlyk
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