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Do You Know Your Risk?

By Jeff Fivecoat and Tyler Bernier

nant compliance.

(ASU) regarding the treatment for lease accounting
continue to change as the FASB and IASB work
through their current comment period. Although a

care organizations would be well served to fully
understand the potential impacts and risks associ-
ated with the expected evolution in lease account-
ing.

Many healthcare entities currently lease equip-
ment, software, buildings, office space, etc. and
structure the lease agreements to be recorded as
operating leases for accounting purposes. Under
operating lease treatment, all payments are re-
corded as rental or lease expense on the state-
ment of operations and there is no balance sheet
impact Based on the current tentative decisions
reached by the FASB, many leases will no longer

for 60 to 90 days.

thoughts and questions .

Lease Accounting Changes and Debt Covenants:

Most healthcare organizations recognize that changes in accounting treatment for operating
leases are forthcoming, but many still fail to understand the potential financial statement
impacts and risks of these upcoming changes. Healthcare finance leaders should start the
process of analyzing these changes and understanding the risks to their current debt cove-

The final details of the Accounting Standards Update qualify for operating lease treatment, but will in-

final version of this ASU has not been issued, health- where an entity is a lessee, would be recorded on

Self Pay Outsourcing: Questions You May Want To Ask

By Ray Costello, CEO of Business Office Solutions and Colltech

Outsourcing of self pay receivables is becoming an increasingly popular way of addressing the need td
lower the number of self pay days outstanding. Typically this effort would start at day one to 60 and last

If you are considering an Outsourcing Partner (OP) in your facility hopefully this will provide you with some
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stead be treated similar to those currently known
as capital leases under the accounting rules. Under
the new rules, any lease over a epear term,
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operating leases and not reflected in the balance
sheet would be recorded as lottigrm liabilities.

Under the current version of the ASU, leases would

be presented separately on the balance sheet, but

it is anticipated that these liabilities would be

treated as longerm debt. Consequently, if

adopted, this change in accounting treatment will
negatively affect capital structure and debt service
balance sheet metrics, which are the cornerstone

for the financial covenants included in loterm

debt financing agreements.  continued on page 2

Continued on page 3
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