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The Challenges of Delivering the Elusive IT
ROL...

CFOs arein a unique position to help solve the elusive ROI problem of
codtly I'T investments. This article offers strategies, processes and tools
to help CFOs succeed.

Senior executives continue to be frustrated over the lack of Measurable
ROI (ROI) on codtly IT investments. The healthcare industry isno
exception - according to the 2003 HIM SS survey of provider CECs, their
number one frustration with IT was not being able to measure business
value. Gartner, arespected IT research firm, goes a step further and
suggests that many executives are not convinced the appropriate
mechanismsfor trandating I T investmentsinto businessvaue exist. Bottom
line, IT struggleswith credibility problemsin the executive suiteand at the
board level.

Whilethereisno lack of explanationsfor thistroubling ROI trend, many
experts point to I T'strangitioning to amore complex strategic role asaroot
cause. Thisadvanced “change enabler” role offers great promise of ROI -
allows organizationsto redesign complex business processes, facilitates
major businessinnovations and transforms how businesses are run. But also
offers greater risks of failure with larger, more complex IT investments,

bus ness val ue dependent on the difficult restructuring of key business
processes and governance processes not designed for these complex
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The Challenges (continued)

A projects A final by-product of this

new roleisthe many difficulties of
directly linking ROI back tothe I T
investment. In summary, some high
profile*poster children” of thisnew
IT change enabler role are ERP and
CRM solutionswith CPOE an
obviouscandidate.

Délivering ROI will never again be
as easy asthe “good old days’
where IT was primarily a subgtitute
for labor-intensive back office tasks
likepayroll. The more complex
change enabler rolerequires a
modified strategy for organizations
to consistently deliver ROI. The
strategy needs to successfully
tacklethreerelated problems:
implementing complex I T solutions;
restructuring business processes to
deliver thelT enabled business
value and devel oping more effective
governance processes to manage
these difficult activities. CFOs are
inaunigue positionto collaborate
with their peersto develop the new
strategy that delivers measurable
ROl for high profile, costly IT
investments.

The strategy starts by converting
potentia change enabler IT
investment to alarger blended
investment opportunity that includes
all the non-1T pieces needed to
deliver the ROI. Besides
highlighting dl necessary
restructured business processes that
will deliver the ROI, the advantages
of this approach includesamore
comprehensiveview of decision-
making factors such as scope,

cogts, risksand vaue.

The next steps in the strategy
include: creating avalue map to
identify and integratethe I T and
non-1T pieces needed to deliver
ROI; performing areadiness
assessment to evauate the
integrated projects developed from
the map for risks and corrective
actionsto deliver ROI; and
reviewing the current governance
processes because change enabler
IT investments often require
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What is Financial Services,
Anyway?

By: Luke Brown, President,
Central Ohio Chapter

Dear Chapter Members:.

You cantell itisspringtimein Ohio.
Last week at thistime, the
temperature was a balmy 70
degreesand it was 20 thismorning
when | got into the car. Don’t you
just loveit? Nowonder folkstake
Spring vacations!

Theterm “financia services’
seems to be abuzz word within the
finance departments of many
organizationsthese days. For
example, ahospitd’shillingand
registration functionsmay beknown
aPatient Financial Services. What
are the services that an
organization’sfinance department
should beprovidingtoitsinterna
and externa customers? | offer my
thoughtsinthefollowing

paragraphs.

In this eraof increased scrutiny
regarding an organization'sfinancia
integrity, itiscritical that financia
services st the tone for an
organizationregarding the
importance of establishing and
adhering to arobust system of
internal controls. Thisiscertainly
truein the heathcareindustry, with
itscomplexity, multitude of risksand
regulations, and dependence upon
governmental funding sources.
Performance of an annual risk
assessment and affirming and/or
developinginterna control

processes to address the findings of
therisk assessment will help the
financial servicesteam of an
organization ensurethe appropriate
controls are in place. However, the
more important aspect of thisissue
isensuring that theinterna control
systems are being adhered to.
Otherwise, what isthe point of
having such systems? Leadershipis
an essential element to the
successful adherence to systems of
internal controls. Financia services
leaders must communicate the
importanceof internal control
systemsto their counterpartsin
operations, so that theseinternal
controls can become part of an
organization'sculture. If policies
aren't being followed, positive
corrective action should occur.

Another important rolefor a
financial servicesteamwithinan
organizationisprovidingtimely,
accuratefinancial information and
analyses to management. Inthis
role, financia servicespersonnel
maximizetheir valueby functioning
as partners with management. Itis
onething to distributereports, but
quite another to Sit down with
managers and help interpret the
numbers. The benefits of this
partnering approach are twofold:
managersmay gainvaluableinsight
intotheir financid results, dlowing
them to make improvements that
increase departmenta productivity,

and finance professionalslearn
more about various aspects of the
business, thereby increasing their
valuetotheorganization.

Lastly, the “services’ aspect of the
financeteam’sroleissignificant. If
wefinance professionals provide
quality work products, but are
unableto deliver them in acustomer
friendly manner, we don't have
much chance to be successful.
Othersthroughout the organization
will not want to engage our services
if we are not professiond,

respectful and communicatingwith
theminatimely fashion.

| hope to see many of you at our
upcoming education event on
March 19", It promisesto be a
great program, and will have some
fun watching “March Madness’
unfold at the Buckeye Hall of Fame
Café afterwards.

v
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Why Capital Structure is Critical to Nonprofits’ Survival
A

By: Malcolm Nimick, CFA We often use the following examplein discussions about
capital structure. A hospital hasdatafor aliquidity ratio

When anonprofit organization receives agift, it can be and acapita ratio. The days cash on hand ratio isbelow

used to reduce debt or increase liquidity. Either choice investment grade. Therefore, thisorganizationisat

impactsthe organization’s capital structure. So, whatis  greater risk of failure because it can run out of cash. As

the best use of that cash? the organization receives cash, it should be used to
increaseliquidity.

Firgt, let usdefine capita structure and explainwhy itis

important. Capital structure refersto the permanent Thisfinding isextremely important, because many
long-term financing of acompany, including long-term nonprofit organizations have atendency to use cash to
debt, fund balance (equity) and net assets (retained repay debt. Inthisexample, being influenced by this
earnings). biasand repaying debt instead of increasing liquidity

would have further weakened the capita structure and
Anoptimal capita structure for anonprofit balancesa threatened the organi zation’slongevity.
mix of debt and liquidity to minimizetherisk of financia
failure. For perspective, most for-profit companies (continued on next page)
focuson minimizing thetotal cost of capital or
maximizing the market value of equity.

T [ THERE ARE
organizatior;cs}t;abilitytowrvivefor perpetuity by HUNDHEDS OF
;E(rj]léc;ing itscredit worthinessand ability to borrow WAYS WE H ELP
Anorganization'srisk of failureincreasesdramaticaly H ggElxﬂIEs .

as credit quality changes from investment grade to

speculative grade. Financial ratios are an important SEVEN OF THEM.

component of credit quality and can beviewed asa
mechanism to predict future default. We can use
financia ratiosnot only to evaluate an organization’s
capital structure but to serve as adiagnostic tool to
make decisions about the best use of a cash gift.

Organizations can optimizetheir capital structure by . Corporate compliance

calculating capital and liquidity ratiosand working to + Assurance services
improve the lowest credit characteritic. Capital ratios : ;::::I:Lg;zf‘:"m nte
include debt-to-total assetsand debt-to-capitalization. + Billing and coding D\a
Liquidity ratiosincludedays cash on hand and cushion + Information technology e
ratios. + HIPAA compliance Y
David Scheffler 740.653.7144 CPAs / Business Advisors
Matthew Weekley 614.791.9200 THRIVE.
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(includes preconference seminar)
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Thisanalysisisalso useful when deciding whether to
fund aproject with cash or financing.

Determining the optimal capital structure can have a
significantimpact on the ability of an organizationto
survivefor perpetuity. Lancaster Pollard Investment
Advisory Groupisready to assist your organizationin
determiningitsoptimal capital structure.

About The Board Brief

TheBoard Brief isabimonthly column written by
Lancaster Pollard |nvestment Advisory Group, a SEC-
registered investment advisor. Itsmissionisto help
nonprofit organizationsexist for perpetuity by assisting
board membersand executivesfulfill their fiduciary
duties and optimizeinvestment plans and outcomes. To
learn more, visit www.chiefinvestmentofficer.com.

$849 early registration member rate

ANNUAL NATIONAL INSTITUTE 2004
THE HEALTHCARE FINANCE CONFERENCE

June 27 - July 1, 2004
Gaylord Opryland and Convention Center

Nashville, Tennessee

Register before May 19th, 2004 and SAVE!

National City Bank has
a cure for the aches and pains
of healthcare banking,

With financial pressures on the rise in
healthcare, you nesd a bank that understands the
challenges. You'd also like one that will relieve you
of n lot of the work and worry.

National City Bank iz that hank. In fact, we're
central Ohio's premier healtbheare lender. Our
healthcars specialists are sxperts at working with
hasplitals, clinkes and phyzicians. Weve worked on
everything from hoapital bond issues, bo managing
cazh and investments, to leasing equipment, o
helping physicians reach individual (inancial goals
throwgh private banking.

Why mot put our skills to work for you?

T'n lemrn mare, call George Gevas ot 483-T346.
I now's mol & pood time, in the morning will da
Just tell us where it hurts, and we'll shaw you bow
we can help

National City Bank

Call us in the morming,
{Aspirio opolanal) -

v
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The Challenges (continued)

governance changes. Thefollowing briefly explains
these stepsin more detail:

1. Create a Business Value Realization Map...
which provides acollaborative process and tool to
identify and organizetherelevant IT and non-1T
eementsinto aseries of integrated initiativesand
associated outcomes to deliver ROI for proposed
investment opportunities. Theinitiativesincludethe
necessary business process changes, organizational
changes, I T solutions support, human resource
requirements, training and other needed business
changes to deliver the expected outcomes. Outcomes,
either economic or dtrategic (i.e. patient safety) should
be measurable, quantified and benchmarked for
reasonableness. And relevant business assumptions
supporting theinitiativesand their associated outcomes
should be documented and aso benchmarked for
reasonableness. The importance of thismap isthe
linking of I T capabilitiesto therestructured business
processes and detailed quantified outcomesthat provide
the basisfor ROI.

2. Perform a readiness assessment for the
integrated projects... that alows the organization to
perform a“gap” analysis of needs against current
resources and capabilitiesto successfully deliver the
projects. This step is performed after a set of
integrated, detailed projectsis created from the above
map, researched and approved as potential solutions.
The assessment should address at |east the following
five areas: business processes changes required;
people/skillsavailability; management support processes
i.e. change management; organizational support for the
projects, and I T capabilitiesor options, including how
the projectswill fit into the current I'T Architecture.
This readiness assessment provides anideal checkpoint
to identify risksand corrective actions needed to
successfully deliver theinvestment. It'saso agood
point to further risk adjust the ROI if appropriate.

3. Evaluate current governance support for
change enabler IT investments... candidate
processesto start with include: (a) Accountability for

the ROI; (b) ROI Measurement System to support
Accountability; (c) Change Management Skillsto
facilitate the delivery and acceptance of complex
business changes; and (d) Project Management Skills
to managetheintegration and delivery of multiple
complex projects:

»  Accountability... asingle senior executive should
sponsor the set of integrated projects (IT and non-
IT) of the blended investment opportunity. The
sponsor should bewilling to be held accountable
for approved ROI, including any budget
implications. For this processto be effective, the
sponsor must be senior enough to have the power
and authority to remove barriers and hold staff
accountablefor results. Accountability should be
tied to annual goal's, compensation and bonusesfor

THE QUALITY MANAGEMENT
CONSULTING GROUP, LTD.

s

tay current with payer

100 South Third Street regulations and maintain
Columbus, Ohio billing efficiency with our

PEPALWOLIl  audit/compliance staff.

We provide assistance in:

® Coding/DRG audits

(614) 227-4848

FAX: (614) 227-2390

® Charge description master

info@qmcg.com )
reviews

WWW. q[llf.g. com . R
® Compliance educational

programs

... and its affiliate

BRICKER & ECKLER LLP
Attorneys at Law




all key staff involvedin deliveringthe ROI. Without  In summary, I T istransitioning to amore strategic
thisaccountability, expecting ROl tobedeliveredis  business*change enabler” role. This new role requires

unredidic. revised strategies, processes and toolsto deliver ROI.
And this article introduces CFOs to many of the

ROI Measurement System... if it's not measured important changes needed and provides a*“ starter kit”

it's not managed”. The system needs three to help champion the necessary changes—idedlly in

componentsto be effective: (1) ROl outcomesthat  time for CPOE decisions.

are specific, measurable and quantified (thisalso

appliesto strategic value such as patient safety); (2)  Author:

a basdline measurement for the ROI outcome Michagl Cook isaPrincipal of Cardinal Consulting Inc.
targets prior to starting the projects; (3) and a (can

process to measure and collect the ROl outcomes.  CCl isaHedlthcare I T consulting firm speciaizingin
Themeasuring, tracking and reporting shouldbeon  strategic I T projects

going to insurethe val ue continuesto be delivered. Mike can be reached at:

Please note that reporting systems are not easily mikecook @cardinal consulting.org or 630.832.8206
implemented becausetherequired informationis
not generally aby-product of existing systems.
However, effective ROI accountability without
measuring systemsisnot possible.

Change Management Skills... resistance to
changeisfairly common and since change enabler
IT investments are dependent on restructured
business processes for ROI, proactive management

of changeisimportant. Superior change

management skillsto engage staff in understanding, 3 o M A J U a M A
incorporating and accepting business changes are
needed for success. If your organization does not
have a solid track record of change management
success then improving these process should be

high priority before undertaking these projects.
B::IJt all health lcal:
problems are solved on

Project Management Skills... the skills, processes the operating table.
and tools needed for complex change enabler IT
investments are greater than those needed for
typica IT projects. Skillsfor review include:

M you want 1o stay shead in the

coordinating multipleintegrated projectswith major b
business piecesvssingle I T projects, project scope N e potessons cperst om
that includes complex business process changes vs. porremed M s e
IT functional capabilities, ROI focusvs| T project RRRNEAE N Oapom Laty i Wil
time and cost focus, and ROI accountability vs1T eptirne)

project accountability. Adding these advanced IrmepaottOey.com

project management skillsis necessary to manage
the delivery of ROI.

ERNST & YOUNG

Quality In Everything We Do V

The Challenges (continued)
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Career Corner

A

Wewould liketoidentify individuaswithfivetoten
years of healthcare audit experience at any of the major
auditing firmsfor consideration for acontroller position
at Glenwood Regional Medical Center in West Monroe,
Louisiana.

Responsibilitiesinclude monthly reporting and operations
review, new productivity systemimplementation,
financial and P& L analysisby product line, cash
management and other treasury responsibilitiesand
management of eight employeesincluding 2 CPA's.

JD. Edwardsfinancia information systems experience
would be helpful. Thehospital iswell intoa$7 MM
turnaround in just one year.

Candidates must have all the qualities of apotential
CFO and be viewed as the heir-agpparent. Glenwood
Regional isa237 bed hospital.

For additional information, pleasesend aresumein
confidenceto:

Peter Goodspeed

Witt/Kieffer - Dallas

5420 LBJ Freeway, Suite 460
Dallas, Texas 75240
972/490.1370

or fax resumeto

972/490.3472

E-malil: peteg@wittkieffer.com

SQUIRE
SANDERS

Voot

MEDASSIST

Partnering with you to successfully
manage the reimbursement of healthcare delivery

We provide both E|igii:|i|ir;|r Qualificatian Services as well as

Extended Business Office Solutions.
* Assiiting clients nationwide

* Custom solutions — unique protocel for
each project

* [ndustrp-experienced management and staff
® Sophisticated technology

* EDI or manual relermals

* Swingent work standards

* Standard/custom reports

‘ * Comprehensive internal compliance

program

* Edensive Ohio coverage with offices in
Columbus, Cleveland and Cincinnat

@’\H RIXPLERIENCI

* Commercial * Government payers
* Blue Cross/Blue Shield * Workens' Compensation
* Managea Care * Personal injury daims

To leam about our vast resources and programs contact
Dan Hosey, Senior Vice President, Business Developmen:
to schedule an introductory meeting.

www.medassistgroup.com
735 Taylor Road # Suite 140 ® Gahanne, Ohio 43230
614-367.9437 * 800.550.0637

LEGAL
COUNSEL
WORLDWIDE




THE WHITTAKER GROUP EXECUTIVE
SEARCH, INC.

Since 1986, The Whittaker Group hasprovided local
and nationa recruiting and executive search services

exclusively withinthe healthcarefinance, accounting,
operations, medical records, HIM Sand administrative

Specidties.

Ms. Whittaker, nationally recognized asan expertin
hedlthcare executive search, is an Advanced HFMA
Member and has recently completed 2nd term as a
Board member for the Eastern Michigan Chapter.
Updated on 03/1/2004

9658; Vice President Risk Management

9658; Managed Care - Director of Operations
9658; Director Billing

9658; Primary Care - Director of Finance/CFO

9658; Senior Consultant - Revenue & Hedlth
Information System

9658; Director Reimbursement & Compliance
9658; Director Nursing Education

9658; Human Resources Director

9658; Vice President Sales & Marketing

9658; Managed Care - Manager Claims & Customer
Service

9658; Manager Contract Administration
9658; Vice President Risk Management

9658; Senior Andyst - Decision Support/
Reimbursement

9658; Medica Records Director/Hedth Information
Management

To obtain information on these positions, please contact
Michelle Whittaker-McCracken at (248) 489-3900 or
mwhittaker@wgsearch.com

‘ leverley & Associates

Helping hospitals find ways
fo improve the bottom-line

Pricing Services
# Procechkre Pricing Shaclies
+ Competiive Fricing Reparts

Peformance Managemans
# Prafit lmprovement Evaluation
+ Hpapiol Doshboard Repoet

Caonf Management
# DRG Profile Repert
+ Physician Coat Amalyses

APC Analyses
* APC Claims Review
+ APC Performance Report

Cusiom Projects

Site 304

438 Eawn Wilien Bridge Read
Warthisglen Obis 43085
Talldlree BRE-775-5663
Lecal &14-343.777F7
wwsclivar] Fpssd alessom
daiDelaverlepeisodales.cam

Career Corner




Mark Your Calendar
A

HFMA Education Seminar/NCAA Tour nament
March 19, 8:30 am. - 5:00 p.m. (Program begins at 9:30 am.)
Buckeye Hall of Fame Cafe

“2004 Benchmarking to Improve Performance’
e Four Keysto Financial Success

e Benchmarking Process

e Cost Management Process

» KeyAreas: Cog Pricing and Volume
Presented by Wiliam O. Cleverley,
Ph.D., President, Cleverley & Associates

“Making the Transition from Cost
Accounting to Strategic Costing”
Presented by Tony Colarossi, Senior
Manager, Plante & Moran, PLLC

Finance 101 Education Seminar
With Social Event onthe29th
April 29& 30

Spring Golf Outing
Tentatively June 1, 2004
Location TBA

HFMA’'s Annual National Institute
June27-Jduly 1
Nashville, Tennessee

Newsletter Editors
Tara-Ann McElhearn
(614) 229-5165
tara.mcel hearn@ey.com

Johanna Matheny
(614) 233-5617
johanna.matheny @ey.com

Newsletter Design and
L ayout

Laura Dutton

(614) 229-5279
laura.dutton@ey.com

Ernst & Young LLP
1100 Huntington Center
41 South High Street
Columbus, Ohio 43215

The statements and opinions appearing
in articlesarethose of the authorsand
not necessarily those of the Central
Ohio Chapter HFMA. Thestaff believes
that the contentsof TheBuckeye
Connection areinteresting and thought
provoking, but the staff hasno authority
to speak for the Officers or Board of
Directorsof the Central Ohio Chapter
HFMA. Readersareinvited tocomment
on theopinionstheauthor sexpress.
Letterstotheeditorsareinvited but
subject to condensation and editing. All
rightsreserved.

Central Ohio Chapter

Healthcare Financial Management Association
Ernst & Young

1100 Huntington Center

41 South High Street

Columbus, Ohio 43215



