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The Twelve Missing Links in

Revenue Cycle Management

No new band-aid islikely tofix your receivables problem. Morethan likely
it will beacontribution of strategies—all orchestrated by the receivables
manager to overcomethe “sinsof omission” that contribute to high daysand
bad debt.

Here are the sins of omissions and how to correct them.

Sin #1 — Loose control prior to service

What to do: Develop awell organized system and train personnel to obtain
information prior to medical servicegivenin order to negotiate potential
problems, make good decisions and obtain all necessary information needed
for billing and collection follow-up. Have admission program under A/R
manager. “Doitright, upfront.”

Sin #2 — Sloppy controls of patient discharge

What to do: Set up atight discharge control system to gather and control
necessary data, improve collectionsand firm up all arrangements. Train
cashiersto collect more at discharge. Maintain cashier productivity reports.
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A Sin #3 — Letting small balance

accounts eat you alive

What to do: Neutralize outpatient
and emergency room accounts by
developing aspecific callection
system and strategy that isolates
their typeof highvolume, low dollar
accounts, alowingyouto
concentrate on the larger balance
accounts. Design collection notices
and billing cyclesthat will work on
smaller balances.

Sin #4 — Lousy one-on-one
collection skills

What to do: Improve one-on-one
collectionswith debtor and third-
party insurance accounts. Train
and motivate employees.

Sin #5 — Little time and effort
spent on collecting insurance
What to do: Concentrate your
forces on collection from insurance
— the factor that will make the most
contributionto lowering days
revenue outstanding and improved
cash flow. Build up your
knowledge of insurance companies
asit relatesto payment of your bills.
Maintain varioushilling reports.
Tolerateintegral billing backlogsor
extended delay from third-party

payers.

Sin #6 — Carry sdf-pay accounts
on installment

What to do: Try to avoid carrying
your self-pay accounts on an
installment basis. Use credit cards,
bank notesand payment in full
policy. Themoreyou haveto
follow-up oninstallment accounts,
thelesstime you have to spend on
other more profitable accounts.

The Twelve Missing Links (cont’d)

Sin #7 — Using collection letters
that don’t work

What to do: Gain agood
understanding of how to design
collectionlettersthat will pay off.
Keegp them to aminimum. Use
them in specia spots.

Continued on Page 4
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Anti-Abuse Rules

The Commissioner of the Internal
Revenue Service has some broad
reaching enforcement powers such
that areallocation of expenditures,
which the Service deems more
accurately reflect the economics of
atransaction, are possible. This
ability should becarefully
considered when tracking private
use, and certainly when planning to
remediate any potential excess.

Conclusions

The development of athorough
monitoring systemwhich tracks
private use on abond issue basis,
complete with updated average use
isavery valuabletoal, enabling
better financial planning and
analysiswhen market condition
changes demand changesin facility
use. A monitoring system should
asoproveinvaluablewhen
contemplating aternativefinancing
strategiesfor expansion plans, as
the tracking requirements stay with
each bond issug, eveniif it has been
advance refunded.

v
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Are You Tracking Private Use?

A

the advancement of scientific
knowledge, absent a specific
commercia objectiveshould meet a
safe harbor, and not be included as
private use.

Hospital Services

Many hospital servicescan
potentially contributeto thetotal
private use. Examples ofservices
which could produce private use
include: (a) child care or adult day
care on-site which have users from
other than theimmediate hospital
indtitution; (b) rehabilitation facilities
which sell membershipsto non-

Changesin use of property from
that originally planned based upon
evolving market conditionsand
needs should bedoneinlight of
careful analysis of private useto
date, and could cause a
reconsideration of new plans.
Funding of a project from sources
other than what was planned when
the bondswereissued should only
happen with a continued review of
the private use portion of afacility
correlated directly toitsfunding
Sources.

Private Loans

inthemunicipal market addressthis
issuewith the Service.

Penalties for Non-Compliance

If the Internal Revenue Service
wereto audit and find private usein
excess of thelimitsallowed, the
penalty imposed could bevery
expensve. The Service hasthe
ability toimposeapenalty of 47%
of the face amount of the issue
multiplied by theamount of excess
private use. Any settlement made
inthisfashionwould only address
the private use of the issue at that
pointintime. A regquirement to

President’s Message
Craig Bjerke

Aswelook towards Spring 2003,
our chapter has many things
planned. Chapter officersare
planning an educationa event at the
end of April aswell as our anhual
Spring Golf Outing at Highlands
Golf Club on Tuesday, May 27™.
Additionally, the chapter officers
will betraveling to Chicago for the
annua HFMA Leadership Training

The Chapter continuesto look for
memberswho areinterested in
volunteering their timetoassist
chapter activities. We have many
committees who would appreciate
new ideas and input. Please
contact chapter officers or mysalf if
you are interested. We hope to see
all of youthisSpring.

patients, hospital pharmacieswhich ~ Thereisan additional test to continuemonitoring the private use Conference. This conference gives  Craig Bjerke
service non-patients; (c) giftsshops  determineprivate activity bonds for theremaining life of theissue the officers a good chance to Chapter President
staffed with contract labor; (d) relating to privateloansfrom the would continue. network with other chapters and

laboratory servicesfunded and bond proceeds. Private loansfor plan the upcoming Central Ohio

staffed with outside vendors; (€) this purpose may be absent any Remediation Possibilities chapter year. Chapter officers will

cafeterias which cater specia private businessusg, likea also be attending the annual HFMA

events and (f) any other service consumer loan, and follow genera Thereareoptionsavailablewithin Annua Nationa Institute & ldea

provided by the hospita which Federal incometax guidance the Regulationsto remedy a Exchangein Batimorein June.

generates unrelated business
income.

Additional Triggers of Private
Use

purposes.
Naming Rights

The Service hasindicated that it is

situation where there has been a
changein useof afacility, which
causes excess private use. These
include: (a) bond redemptionwithin
90 days after the change in use,

| am happy to announce that two of
our members have completed the
requirements necessary to achieve
certified status. Margaret Callender

currently inthe processof releasing ~ with the portion of the bond issue has been declared a Certified
Any arrangement which provides Private L etter Rulings addressing defeased correlated directly to the Healthcare Financial Professional
special legal entitlementsto the question of whether or not the private use, and anotification to the and Douglas Lewis has been

beneficial use of the property can

naming of atax-exempt financed

Service of the defeasance within

declared a Fellow of HFMA.

cause private use. To meet this facility condtitutesadditiond private 90 days of the completion of the Pleasejoin mein congratul ating
test, control over the property use. Theinitid indicationsarevery  transaction; (b) acceptable Margaret and Douglas.
associated with the special restrictive as the Service has alternative use of thedisposition

entitlement iscarefully considered.
Thereisan additional trigger based
upon economic benefit derived from
the property, evenif thereisno lega
entitlement to the property.

attempted to establish avauein
connection with the naming of a
facility. Futureguidanceon pointis
anticipated asmultiple participants

proceeds, () acceptable alternative
use of thefacility; or (d) payment to
the Internal Revenue Service for
lost taxes.

v
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The Twelve Missing Links (cont’d)
A

Sin #8 — A computer system that
doesn’t collect

What to do:  Get the most mileage
from your computer in terms of
accurate reporting, creative
exception reporting for good
decision-making andin productive
collection notices. Pay close

attention to cyclesand color coding
of your notices aswell as use of
automated collection system.

Sin #9 — Don't take time to
analyze

What to do: Perform the kind of
analysisof your collection system

Success
without
limits.

Plarda & Moran has helped Nls cllars
rededing and supass hedr business and
Indfividual expectalions since 1924,

'We create srategies, provide direction and
defiver outcomes that franscand
the ordinary.

W Bl vour enedstan the posnilnlifies.

Our rusted advios — In tachnology
sanices, weallh management, fax,
accounting, business and crpanizational
plarming, and others — can expand

yaour visicn end help you exceed your goals,

Exceed vour capacity for success.

Cfices throughout Ol and Michigan = Contact David Schefier or Jordan Pace at F40.653,7144 = plantamoran.com

plante
“fhoran

receivablesthat will tell you what
has to be done for cash flow
improvement.

Sin #10 — Forget good public
relations

What to do: Maintain favorable
public relationsthrough employee
awareness, training and constant
procedure/policy review.

Sin #11 — Never mind staff
motivation

What to do: Useindividual and
team goal settingto provide
direction, thrust and motivation. Set
up brainstorming mestings,
encourage employeeinvolvement
and provide report feedback to
staff. Restructure jobs so they are
more self-motivating.

Sin #12 — Don’t make your
collection agencies pay-off
dividends

What to do: Get the most from
your collection agency by proper
choice, evaluation, monitoring and
auditing. Consider the most
effective use of agenciesin
conjunctionwithyour collection
system.

This article is reprinted from the
February 2003 Revenue Cycle
Manager newsletter published by
Zimmerman & Associates, a
leader in healthcare revenue
cycle management. If you would
like further information call 800-
525-0133 or newsl etters@zmm-
assoc.com

Leases

Leases of unused space to private
doctors, other exempt organizations,
or for-profit organizationsto run
clinicscondtitute private use, which
may mitigate the value of entering
into theleases. Many ingtitutions
around the country currently have
too many beds all ocated to them,
and perceive that aleased floor or
wing could potentially address cash
flow needs. Be certain that such
leasesare analyzed in light of total
private use. Additional servicesto a
tenant as an adjunct to leases,
including cost of living increases,
can be an additional source of
private use.

Management Contracts

All contractsarereviewed in light of
actua facts and circumstances.
Any contract that providesfor
compensationinwholeor in part, on
net profits of the facility causes
privateuse. Ingenerd, incidental
service contracts, contracts granting
doctorsadmitting privileges, and
contracts that share direct expenses
are NOT a source of private use.

Research

In general, research grants funded
by private companies can be a
source of private useif the research
isconducted in aportion of the
facility originally funded with tax-
exempt bonds. General research for

JOUAIJUEGMA

Not all health care
problems are solved on
the operating table.
M you want 1o stay shead in the
health care industry you have to
care professionals operate from
IMark Bainbridge a unique point of view, we can
614.2235002 help you solve any problem.
makbanbrid¢e@eycom Let's move forward,
Lyane Parrott
614.2295110
Iynn eparrott®ey.com

ERNST & YOUNG
Quality In Everything We Do

©X07 Lot & Yours wp
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Are you Trackin

A

Since private use is aggregated for
purpaoses of determining the amount
at any given point intime and the
limitation so narrow, itisvery easy
for an indtitution to exceed the
limitationinadvertently. The
assumption that aserviceis
compatiblewith the tax-exempt
purpose of the health care facility,
and therefore NOT private useis
not a safe approach.

Coordination with Arbitrage
Rebate

Thereisarequirement in the
Regulationsthat project
expenditures used to compute any

100 South Third Street

Columbus, Ohio

g Privat

(614) 227-4848

e Use?

potential arbitragerebateliability
must be the same as those the
ingtitution maintainsto track tax-
exempt portions of afacility. In
circumstances where a project is
delayed and the interest
environment encouragesthe
avoidance of possible arbitrage
lighilities, an expenditure of bond
proceedsto fund a portion of a
facility whichwill subsequently be
used for private purposes can cause
expensive surprises far beyond the
possiblerebateliability payment.
(Please see Pendlties for Non-
Compliance below). To track
equity expenditures, an officia

intent must be evident, and must be
made within 18 months after the
last expenditure or the placed in
servicedate. To comply with this
requirement, careful planning and
monitoringisessential. Absent a
formal monitoring system, the
Regulationsrequire specifictracing
of investments and expenditures.
Subsequent sales of aportion of a
facility originally financed with bond
proceeds can cause rebate
implicationsaswell as private use
implications. Identification of the
potential impact prior to completing
atransaction helps avoid surprises.

THE QUALITY MANAGEMENT
CONSULTING GROUP, LTD.

VEPIELPVdll  audit/compliance staff.

VAP E Tl © Coding/DRG audits

info@gmcg.com

reviews

www.qmcg.com

programs

tay current with payer
regulations and maintain

billing efficiency with our

We provide assistance in:

® Charge description master

® Compliance educational

... and its affiliate

Attorneys at Law

BRICKER & ECKLER LLP

HOSPITAL CFO - OHIO

Quorum Health Resources, LLC
(QHR), currently managing over
200 acute care hospital s throughout
the country, seeks achievement-
oriented candidates for CFO at
Knox Community Hospital in Mt.
Vernon, OH. Located in Central
Ohio, 50 milesnortheast of
Columbus, the hospital iscomposed
of 75 bedsand provides extensive
outpatient services. Net patient
revenues are $50 million and the
hospitd isprofitable. Minimum
requirementsincludeBS/BA in
Accounting and 5 plusyears
progressive experience as a hospital
CFO or Assistant CFO in alarger
facility; CPA preferred. Websites
(Www.knoxcommhosp.org) and
(Www.ghr.com). Send resumein
confidenceto: Larry Bolton,
Executive Recruitment, QHR, 105
Continental Place, Brentwood, TN
37027, Fax (615) 371-4500 or e-
mail: recruitment @ghr.com.

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

With financial pressures on the rise in
healtheare, you need a bank that understands the
challenges. You'd also likeone that will relieve you
af n Int of the wark and worry.

Mational City Bank iz that bank. In fact, we're
central Ohio's premier healtheare lender. Our
healithcare specialisis are experts at working with
hosplitals, clinkes and physicians. We've worked on
everything from hospital band isswes, to managing
cazh and investments, to leasing equipment, to
helping physicians reach individual linancial goals
throwgh private banking

Why mot pat our akills to work for you?

To learn mare, call George Grevas ot 483-TE46.
Il new's mot a good time, in the morning will do
Just tell us where it hurts, and we'll shaw you how
we can help

National CityBank

Call us in the morming.
[Aspirin oprional)

v

Career Corner




Revenue Cycle Leadership Summit

A

P e AT

ZIMMERMAN
& ASSOCIATES

HEALTHCARE REVENUE CYCLE
CONSULTING GROUT

FOR IMMEDIATE RELEASE
February 19, 2003

ZIMMERMAN & ASSOCIATES
800-525-0133
CONTACT: Bruce Nelson, Executive Vice President

REVENUE CYCLE LEADERSHIP SUMMIT
Building the Vision and Transforming the Healthcare Revenue Cycle

May 8-9

Chicago, Illinois

This Year’s “Can’t Miss Event!”’

Thirteen breakout sessions planned over this two-day event.
. Explore the key pressure points driving optimal revenue cycle performance.

O RN R LN

Technology Platform Optimization and “Bolt-On” Benefits

The New Vision of Integrated Patient Processing

Charge Master Effectiveness Could Mean Millions

How to Lead and Manage a Revenue Cycle Transformation Project
Transforming Outsourcing into “Out-Partnering”

Physician and Clinical Department Integration into Revenue Cycle Operations
Case Study: Implementing a Denial Management Strategy

Profiting from HIPAA Transaction Standards

HFMA'’s Patient Friendly Billing Initiative

10. Panel & Case Study: The Story of Becoming a “Best Practice” in Revenue Cycle Operations
11. Time of Service Collections — the Industry’s Best Kept Secret

12. Patient Satisfaction as a Crucial Component of Today’s Revenue Cycle

13. Benchmarking and Dashboard Reporting — The Real Key Performance Indicators

Who Should Attend

CFOs: Vice Presidents of the Revenue Cycle; Directors of Patient Financial Services;
Business Office Managers and Supervisors; Vendors and Consultants.

Faculty from a broad range of companies and healthcare systems
will share their expertise in revenue cycle performance:

McKesson
Siemens
HFMA

* Third Millennium
Woodmoor Group
McBee & Associates
Modern Healthcare
Catholic Healthcare Partners
Mercy Health Partners

Caromont Health

Zimmerman & Associates
Argent

Cap Gemini Ernst & Young
Outsourcing Solutions, Inc.
Press Ganey

3M Health Information Systems
Ajuba

Trinity Health

Registration fees: First attendee: $595, each additional attendee: $475
For more information call 800-525-0133 or visit our website www.zimm-assoc.com/summit

Are You Tracking Private Use?

Margaret Purcell, Principal
Ernst & Young, Jacksonville

Limitationson private usealowedin
facilitiesbuilt with tax-exempt
financing have alwaysexisted. In
May of 1997, enhancementsto the
Tax Regulationsincluded the
issuance of severa sections of Final
Regulationsaddressing private
businessuse. These Regulations
provided additional guidance, and
includealink betweenthe
accounting and allocation of bond
proceeds for purposed of arbitrage
compliance through rebate or
spend-down calculationsand private
use monitoring. Thisenhancement
inregulatory guidance has
sgnificantimplicationsfor
organizationsthat use the municipal
market to finance al or portions of
facilities.

Limitations

Thelimitation of privateusethat is
alowedina501(c)(3) facility
financed with tax-exempt bond
proceedsisfive per cent of the face
amount of theissue. Further, the
five percent alowanceis
immediately reduced by the cost of
issuance paid with bond proceeds,

usually about two percent of the
face amount of theissue. This
effectively meansthat for thelife of
the issue, only three percent of the
issue proceeds may be used to
finance space that is used for

private purposes.

The Plan and Continued
Monitoring

At thetime of issuance, aplanis
devised to determine anticipated use
of afacility, including acareful

correl ation between funding sources
and planned future use. Inherent to
the planisthe premisethat al
private useportionsof afacility will
befinanced with equity, thus
avoiding thedtrict limitationimposed
by the private use regulations. The
debt isthen structured taking
anticipated useand activity into
consderation. Thereisanimplied
assumption that after the bonds are
delivered eachingtitutionis
monitoring private useon abond
issue basis, and ableto prove
private use on an annual basisto
show actua complianceis

congi stent with anticipated
compliance. Part of the post-
issuance compliancemonitoring
includes arequirement to make a
Formal Allocation or designation of
private use. Such alocation may be

made the later of the date the bonds
areissued, the property isput in
service, or when an arbitrage rebate
filingismade.

Sources of Private Use

For purpose of aggregating private
usethedefinition of private business
includes (a) the Federa
Government, (b) 501(c)(3)
organizations, and (c) other persons
or entities, whether incorporated or
not, that conduct abusiness at a
facility. The useismeasured as
average annual use over thelife of
the bond issue. Thisiscaculated
based on aratio of actua private
usetotota use, disregarding periods
of non-use of thefacility. For those
facilitiesthat have different use at
different times(likeaparking
garage), theratio is computed based
on thetime of private use compared
to thetotal timethefacility isused.
For any discrete portions of a

facility that haveasignificantly
higher fair market value than the
rest of thefacility, the comparison
must be done based on market
value rather than average use of
time. Any private use governed by
a contract signed after the bonds
are issued commences when the
contract is signed, rather than when
theportion of thefacility isavailable
for use.

v
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