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IRS Form 990 Scrutinizes Charity Care Programs
By Bruce Nelson, Vice President of Sales & Marketing, SearchAmerica

and Jordan Levitt, Vice President of Strategic Relationships, SearchAmerica

pitals, seeking detailed informa-
tion about their operations and
billing practices and the compen-
sation of top hospital executives.
While only auditing 5% of non-
profit hospitals in the past 10
years, the IRS is clearly looking
for new ways to monitor the non-
profit healthcare industry with
more scrutiny.

Continued on Page 4

On December 20, 2007, the In-
ternal Revenue Service (IRS) un-
veiled its updated Form 990 for
tax-exempt organizations, with a
new schedule designed specifically
for hospitals (Schedule H). While
the IRS is phasing in Schedule H
for the 2008 tax year, only Part V
requires obtaining identifying
information. However, the entire
schedule will be mandatory in the
2009 tax year.

In short, hospitals must use the

2008 tax year to ready themselves
by assessing their charity processes
and related reporting in order to
meet the upcoming IRS require-
ment for 2009

Closer Charity Monitoring is
Imminent

The evolution of the Form 990
began in 2006 when the IRS sent
"compliance check questionnaires"
to more than 550 tax-exempt hos-

Reversing the Trend of Bad Debt
Revenue Cycle Management and Hospital Financiers Must Confront This Trend Together in Or-
der to Reap its Rewards.

By Bruce Nelson, Vise President of Sales & Marketing, SearchAmerica

Yes, bad debt is on the rise eve-
rywhere including hospitals.
However, you still have the
power to decide how to react to
this trend. At a high-level, there
are two strategies:

A. Wait to see if international
healthcare will be adopted by the
United States; or

B. Take action to streamline
and improve the processes that
!"#$%&'()*+,(-*'#!&$./'(0$1(120&3

Most of us would opt to control
our destiny, and adopt strategy
B. After all, with industry

analysts such as Lehman Brothers
reporting that bad debt expenses
for hospitals could reach as much
as 17%, now is not a good time to
sit back and wait.

Unfortunately, there is a stale-
mate.

Executive Leadership; Lim-
ited Purse

In recent years, the direction
from many hospital board rooms
on how to minimize bad debt was
to add more visibility and high-
level attention to the revenue
cycle side of the organization.

A new position, the Vice President
or Director of Revenue Cycle, was
created. This executive was tasked
4!&-(!"#,*5!67(&-2(-*'#!&$./'(0*&8
tom line by implementing changes
and minimizing bad debt by im-
proving collections and patient
payment communications, and
streamlining its charity care pro-
grams 9 but given a meager budget
to do so until s/he demonstrated
savings. Unfortunately, changes
cannot be achieved with a budget
to purchase new systems, enlist
alternative collection agencies,
train internal staff and more.

Continued on Page 5
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By Christopher Linder, Senior Client Executive, SearchAmerica

Patient Identity!"#$%&'()*+,&#-+(.(/*+#01&'%.&(2(+()3
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ing hospital in the Midwest. The radiologist
arrived and completed his review of some
X-rays from a car accident victim admitted
the night before. He identified several
blood clots which needed to be treated or
a massive stroke may result. However, as
no injuries were found the patient was
released earlier that morning.

No problem.

The physician calls the phone number on
&-2(#$&!26&/'(,2%*,1(*6.)(&*(<!61(!&(1!'%*68
nected. A day nurse offers to drive by the
address on her way home and ask the
patient to call her physician immediately.
Unfortunately, the address is a vacant lot.

Due to inaccurate demographic informa-
tion, the patient will never know of her
condition, perhaps until it is too late.
There is no way to know whether she
willingly provided errant information, was
too confused by the accident to recall
12&$!.'(%*,,2%&.)?(*,(&-2(-*'#!&$./'(,27!'&,$,(
keyed in the information wrong.

@*4('*"2("$)(,27,2&(&-2(-*'#!&$./'(!68
ability to recover the costs of her treat-
ment, but most of us would feel most
affected by the knowledge that someone
out there needed medical help right away
$61(&-2)(%*+.16/&(02(,2$%-213(

Clinically, the hospital did not serve the
patient to the best of its ability.

During my decades in healthcare systems
throughout the country, I have seen this
scenario or similar ones repeated too many
times. Too often hospital personnel assume
&-$&(A6*4!67($(#$&!26&/'(!126&!&)(!'(622121(
only for billing, insurance and other adminis-
trative purposes, and forget the clinical
importance of this data.

Identity Is Part of Patient Care

Patient identity is a critical piece of the
#$&!26&/'(%$,2($61(%*""+6!&)('2,5!%2?($61(
the most effective and accurate means of
providing this information is through auto-
mated demographic validation solutions.

Often, medical staff sees automation as a
means of minimizing one-on-one interaction
with the patient. After all, technology and
%*"#+&2,'(1*6/&(-$52($(#+.'2('*(&-2)("+'&(
be the opposite of caring. In the case of
5$.!1$&!67($(#$&!26&/'(!126&!&)?(&-!'("!61'2&(
%*+.16/&(02("*,2(4,*673

Automating how a hospital identifies a patient
!"#$!%&'%&!%&(')*)!')+%&(%'")%,-'&)('.!%/#(0-term
health.

Accurate information ensures that informa-
tion for all visits from the patient are in-
cluded in a single patient record. X-ray and
lab results received after discharge can be
forwarded to them and/or their doctor as
needed, and any associated hospital com-
munications can reach them without delay.

B!5!%$..)?(!&(!'($(-*'#!&$./'(1+&)(&*(+'2($##,*8
priate measures to locate a patient after
discharge if medically necessary, or contact
next of kin if needed.

The following real-life example demon-
strates how important to the patient and
their family proper identification can be:

The police brought a homeless man to the
ER who was found in a coma under a bridge
where he appeared to have been living for
several weeks. After 10 days in the hospital
and still in a coma, an aide found an old
;*%!$.(;2%+,!&)(%$,1(!6(&-2("$6/'(0$%A#$%A3(
Utilizing this information, the hospital was
able to use their demographic and address
checking system to uncover the last known
address for this individual. The address was
on the opposite coast, and when the hospi-
tal tried the phone number, a woman an-
'42,213(:&(4$'(&-2(#$&!26&/'(1$+7-&2,?(4-*(
-$16/&('226(-2,(<$&-2,(!6("*,2(&-$6(2!7-&(
years. Using digital photos, she immediately
identified her father and was able to have
him moved to a hospital near her for future
treatment.

Using just one piece of information, in this
case a Social Security Number, could iden-
tify a patient and reunite him with his family.
C-!.2(:(1*6/&(A6*4(!<(&-2(#$&!26&(252,(4*A2(
up from his coma, at least his daughter
could see him again and not live the rest of
her life wondering about his whereabouts.

For those financially minded, the daughter
4$'($.'*($4$,2(*<(-2,(<$&-2,/'(D21!%$,2(
benefits and provided the needed documen-
tation to recover some of his medical costs
from his hospital stay.

The patient and his family benefited much
<,*"(&-2(-*'#!&$./'($+&*"$&21(%$#$0!.!&!2'?(
which provided an accurate address match
from just a single piece of information.
Without it, the reunion and subsequent care
would not have followed the same path and
the man would have passed on alone. Auto-
"$&!*6(!"#,*521(&-!'(#$&!26&/'(%$,2($61(
future.

!"#$%&'%()*++#,*&$%-$.'/,*01(+%

information, the patient will never know of

1$,%+')-(&(')2%0$,1*03%#)&(4%(&%(3%&''%4*&$56
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Stop Fraud Before Care Starts

Identity theft is increasing, and hospitals
need to be smart about the credence they
give to documents provided directly by a
patient. While most patients are honorable
and represent themselves accurately, there
are those who try to cheat our healthcare
systems.

A third-party solution can be used to quickly
and accurately validate the information pro-
vided by the patient 9 their name, address,
SS#, Date of Birth (DOB), etc. The following
example, the technology would have pro-
vided the accurate DOB, showing the pa-
tient would be in his 80s, not his 30s as his
paperwork claimed. The registrar would
have been alerted to the discrepancy and
able to address the situation prior to provid-
ing any medical services.

A 30-something year old disabled truck
driver was admitted to the hospital for elec-
tive back surgery to minimize his pain due to
chronic back issues. After surgery, he recov-

ered as an in-patient for 2 ½ weeks, running
up a hospital bill well over $200K. Since he
had provided appropriate documentation,
the hospital was able to submit his bill to
Medicare and receive payment for his stay.

Nine months later, a phone call came into
the billing department. A man in the south-
ern part of the state (approximately 300
miles away) had received a Medicare state-
ment showing they had paid for his back
surgery and related hospitalization at our
facility. The man had never been to our city,
let alone the hospital.

The patient had falsified documents and
received elective care using fraudulent
means.

The hospital had to reimburse Medicare for
the expenses, and never recovered the cost
of the surgery or hospital stay. The patient
had committed a crime, but the hospital
found out too late to minimize any impact
and/or stop him from doing it again.

In reviewing the case, the hospital discovered
&-$&(&-2("$6/'(;*%!$.(;2%+,!&)(@+"02,(-$16/&(
been validated. If it had, it would have shown
that the man going into surgery should have
been 89, not 39.

Every patient who enters a hospital through
the ER or regular admittance must have their
identification validated by a third party sys-
tem. Hospitals such as the ones in this article
have learned hard lessons 9 ones that should
be learned from, not repeated.

Every patient, no matter how urgent their
medical need, how complete their paper-
work, how incapacitated, should be screened
to verify their basic information. It is the
hospitals clinical and civic responsibility.

B. Christopher Linder is a Senior Client Executive
at SearchAmerica, and has worked in healthcare
for over 25 years. Mr. Linder graduated from
The Ohio State University and his expertise is in
banking finance in the healthcare industry.

(with some exceptions) or filed on or after
August 21, 2008. There are a number of sub-
stantive changes that may affect current pend-
ing appeals in addition to the filing of all future
appeals. Providers are encouraged to read the
new procedures to ensure compliance with
the new rules.

Education Opportunities:
The MN Chapter of HFMA is presenting a day
long conference on September 12, 2008 on
the revised Cost Report Schedules that are
under development and due to be released
prior to the conference. The conference
format is for a day long presentation priced at
EFGH(*,(FHH(<*,(I:JDKB/'(*,(7*52,6"26&$.(
agencies although there are two half day ses-
sions available that are priced at $80 or 60 for
I:JDKB/'(*,(7*52,6"26&$.($726%!2'3(K..(*#8
tions include a lunch.

Topic and presenting for the morning
session:
The new Medicare changes to the formset
and discussion:
Presented by: Becky Dolin, Vice President,
Health Financial Systems

Topics and presenting for the after-
noon sessions are:

Understanding MS-DRGs and associated
opportunities
Presented by: Maureen Drach-Murphy is a
Director in Health Care Regulatory practice
for Deloitte & Touche LLP

The impact the proposed changes to the
cost report will have on the MS-DRGs as
well as the first year impact of the MS-DRGs
Presented by: Gregg Brock is a Senior Man-
ager in the Health Care Regulatory practice
for Deloitte & Touche LLP

This is an opportunity to be on the front
end of the change to understand and begin
to training and preparation for the next cost
report preparation.

For additional information on any of these
topics please contact Joe Heidkamp at 612-
262-4725 or Mark Davis at 612- 397 4298

Rule Season:
We are now into full swing with the CMS
Rule season with the release in July of the
Physician RVRBS Rule and the Outpatient
Prospective Payment Rule. The comment
period for these rules will be in September
2008.

The Inpatient Prospective Payment Rule had
its comment period close in June 2008 and
we are waiting for the final rule to be pub-
lished prior to August 1, 2008.

All the rules released have exhibited a
greater emphasis on being a value based
purchaser with the proposed increase in
quality measure continuing to expand, al-
though much controversy from the industry
remains over certain of the proposed meas-
ures.

Revised Medicare PRRB Appeals 7
Revised Provider Reimbursement Review
Board (PRRB) appeals procedures were
published in the May 23, 2008 Federal Regis-
ter, Volume 73, #101. The new procedures
are effective for all appeals pending as of

Reimbursement Update
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Cover Story - IRS Form 990 Scrutinizes Char-
ity Care Programs.

The timing of the new schedule is not sur-
prising. Hospitals have come under more
and more scrutiny by the IRS and the Sen-
ate Finance Committee to justify their tax-
exempt status by demonstrating how they
benefit their community. Many legislatures
and government officials are lobbying for
tighter standards for hospitals to keep their
tax-exempt status. These senators do not
want to recognize the community benefits
such as health fairs, cancer screenings, and
medical research, as replacements for char-
ity care.

The IRS does not outline how it will use
the information collected in the 990, but
IRS Exempt Organizations Director Lois G.
Lerner was quoted in a December news
%*6<2,26%2($'('$)!67?(LC2(4$6&(&*(.**A($&(
what the hospitals are doing. We think
having broader information will better in-
form us on any decisions we would like to
"$A2(!6(&-2(<+&+,23M

Meet the 5% or Be Scrutinized?

Senate Finance Committee Chairman Max
Baucus, D-Mont and Sen. Charles Grassley,
R-Iowa, have both expressed concern over
the overcharging of uninsured patients, the
allocation of too few resources to charity
care, and overstatements of the amount of
free care provided.

;26$&*,(N$+%+'/(*#!6!*6(*6(&-!'(&*#!%(!'(
well known. He believes that hospitals
should allocate at least 5 percent of their
annual revenues or expenses to free care
for those unable to pay.

The revised Form 990 asks new questions
about a non-#,*<!&(-*'#!&$.'/(%-$,!&)(%$,2(
program. While no legislation exists today
to back the 5% rate proposed by Baucus,
the new 990 will clearly identify hospitals
that need to increase their charity care
enrollment.

Readying Your Charity Program

Form 990 is forcing hospitals to reassess
&-2!,(%-$,!&)(%$,2(#,*7,$"'?(!<(&-2)(-$526/&(
already. The evaluation should be two-fold,
examining the process itself and the meas-
urement of a successful program.

1. Process: Is the correct charity care process in
place? Is it non-discriminatory and defensible?

Non-discriminatory. A charity program
cannot discriminate by age, race, sex or any
other personal characteristic. Unfortunately,
people are human and biases do exist, even
under the best of circumstances. Hospitals
need to demonstrate that their process
identifies every patient who would qualify
for charity care under their specific guide-
lines. Only by automating the screening
process using technology, without human
intervention and natural subjectivity, can the
process be truly objective.

Defensible. The process of identifying a
qualified charity patient must be defensible.
Screening must be performed on every pa-
tient who could potentially qualify for a
%-$,!&)(1!'%*+6&(0$'21(*6(&-2(-*'#!&$./'(
specific guidelines at the point of registra-
tion using a third-party or neutral service.
O-2(!612#26126&('2,5!%2/'($+1!&(&,$!.(5$.!8
dates that the screenings took place and
that the patient was directed to the appro-
priate financial arrangement based on the
data provided.

2. Measurement: Is the hospital near the rec-
ommend 5%? Should some bad debt be reclas-
sified?

Too often bad debt accounts should have
been enrolled in the charity care program
from the beginning. In Part III of the Form
990, bad debt can be included but smart
hospitals realize there is more benefit to
reclassifying them to charity.

When re-classified, many hospitals deter-
mine that they are providing more charity
care than first reported. Correcting this

2,,*,(%*+.1(!"#,*52($(-*'#!&$./'('&$61!67(
with their community and the IRS.

Automation is the Only Option

Hospitals need to be ready for a new era in
their relationship with the IRS.

There is only one way to improve compliance
and minimize the risk of an IRS audit or possi-
ble loss of tax exempt status -- by automating
the process using a third party provider of
patient information such as demographics and
credit scores.

Governed by the unique rules of the hospi-
&$./'(%-$,!&)(%$,2(#,*7,$"?(&-2($+&*"$&21(
screening service can objectively determine
whether or not a patient is qualified based on
data not appearances. If the patient qualifies,
it can also aid in the enrollment phase with
pre-populated forms for patient signature.

Before the IRS Form 990 was unveiled, many
hospitals had proactively automated their
charity care screening and achieved tremen-
dous results. Lesa Klepper at Novant Health
explained that," For every self pay patient, we
have SearchAmerica automatically run a credit
and financial profile. If this information indicates
that their income level matches the criteria of
1#2-('.!%3"-*&'4%3-*)%,*#0*-56%'")%,-'&)('%&!%
immediately enrolled. Since implementing this
new process, we have more than tripled our
number of charity cases and delivered a 50%
+)3/&()%&(%7-+%+)7'89%

IRS Form 990 is a wake-up call for tax-
exempt hospitals to bring their processes and
charity expenses to appropriate levels. With
less than 12 months until tax year 2009, time
is of the essence and solutions from
SearchAmerica are available to solve the
most burdensome aspects of the 990.
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Cover Story - Reversing the Trend of Bad Debt

When these Vice Presidents approached the
board to secure the actual amount of funds
necessary to launch the needed changes, the
,2'#*6'2(4$'("*'&(*<&26?(Pshow us the savings
:&*!'6%-(+%'")(%$).//%&(2)!'%&(%'")%,/-(3/(Q*48
ever, without sufficient budget, significant
'$5!67'(%*+.16/&(02(12"*6'&,$&213(

Unfortunately, this game of what comes first
9 savings or budget 9 has kept many hospi-
tals at an impass and prevented them from
achieving the cost savings they all desired.

Breaking the Impass

As bad debt increases, the cost of doing
nothing is high and getting higher. Instead
progressive hospitals are breaking this cycle
and wisely invest in automating process that
will provide payback in 6-12 months.

The following are two strategies that deliver
rapid return-on-investment (ROI) and can
cut bad debt by 50% or more:

;&,$&27)(RFS(K..(N$1(T20&(:'6/&(N$1(T20&

Too often accounts that are tagged as bad
debt, should never have been in the hospi-
&$./'(0!..!67(')'&2"(!6(&-2(<!,'&(#.$%23(U<&26(
25-50% of bad debt accounts qualify for
government programs, such as Medicaid, or
&-2(-*'#!&$./'(%-$,!&)(%$,2(#,*7,$"(0+&(42,2(
not screened properly at registration.

This misclassification can cost hospital hun-
dreds of thousands of dollars, if not millions,
over time. Not only do they negatively im-
#$%&($(-*'#!&$./'(<!6$6%!$.(-2$.&-?(&-2)($.'*(
incur collection costs on accounts with little
or no chance of payment. This is simply
throwing good money away.

By using an automated screening system,
hospitals can easily verify whether or not a
#$&!26&/'(!6%*"2($61(12"*7,$#-!%'(V+$.!<!2'(
them for government programs or charity. If
done consistently with every patient and at
the point of registration, a hospital should
never expend resources to collect from
these accounts. Instead, those resources can
be used to improve collections on the re-
maining accounts that are collectable.

By removing qualifying charity and govern-
ment aid accounts from bad debt, a hospital
has a healthier balance sheet. By reclassifying
bad debt using an automated system to
screen for charity accounts, many hospitals
can shift 1.7% or more of bad debt to charity
by enrolling all qualified patients in their char-
ity care program.

Real-Life Example 7 Novant Health:

Since automating its screening process, No-
vant has more than tripled its number of
charity cases and experienced a 50% decline
in bad debt. For accounts sent out to collec-
tions, there is also a greater expectancy for
payment as we have validated all contact
information and provided the initial income
'%,226!67(<*,(12&2,"!6!67(&-2(#$&!26&/'($0!.!&)(
to pay.

W2''*6(XS(Y$.!1$&2(=$%-(Z$&!26&/'(:126&!&)([(
Address

Identify theft is on the rise, especially in
healthcare as patients are paying more and
more of their hospital expenses. In 2007,
Good Morning America did a feature on the
apprehension of a Texas ring of individuals
who had used false identities to secure hun-
dreds of thousands of dollars of healthcare
services from local hospitals. Unfortunately,
&-!'(%$'2(!'6/&(+6!V+23(

Every patient entering the hospital must have
their identity validated by a third-party ser-
vice, regardless of their appearance or paper-
work. By doing so the hospital can further
repel fraud, remain unbiased in their opera-
tions, and validate the address to be used for
billing purposes.

In 2007, we saw several hospitals use simple
identity and address verification to reduce
their returned mail by 50% or more. The
financial gains were significant and also re-
sulted in lower aging of accounts.

Real-Life Example 7 Mercy Hospital &
Medical Center:

K'($6(+,0$6(-2$.&-%$,2(#,*5!12,?(D2,%)/'(
self-pay patient community is significant. De-
spite a recent push to have every patient
present a valid ID, many patients arrive with-

out proper identification. Mercy knew that
with accurate demographics, they could elimi-
nate some of their bad debt that resulted from
inaccurate information.

Using a third-party solution, Mercy is able to
validate the identity of their self-pay patients
0)("$A!67('+,2(&-$&($(#$&!26&/'(1$&2(*<(0!,&-(
(DOB), Social Security Number (SSN) and the
#$&!26&/'(6$"2("$&%-3(>27!'&,$,'($,2($0.2(&*(
immediately confirm or correct this patient
information within seconds using accurate
demographic data.

An increase in accurate patient demographics
has led to a reduction in return mail and in-
creased patient satisfaction at Mercy.

Positioned for Greater Tangible Results

Revenue cycle executives and board members
are often surprised by the savings their organi-
zations can reap in a short period of time, with
some investment in the above strategies. After
reclassifying bad debt, and uncovering those
accounts that should be allocated to a govern-
ment aid or the charity care program, they
reduce bad debt AND:

- Reduce processing time per charity
account by automating the identifica-
tion and enrollment process.

- Improve collection rates as charity
accounts are no longer included.

- Produce more compliant IRS filings
(e.g., 501(C)3) to prevent audits.

- Deliver better revenue cycle metrics
and ratios:

- Lower bad debt as a % of reve-
nue

- % of charity accounts may rise or
remain stable, but all charity
accounts are assured to fit de-
fined criteria

- Reduced aging or days in Ac-
counts Receivable, as accounts
are moved to charity at the be-
ginning of the process and never
reach collections

As bad debt rises, the reasons for inaction, and
the current stalemates, need to be resolved.
This trend is being reversed by hundreds of
hospitals across the United States, who have
chosen to change instead of wait for change.
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How to adequately compare your
5"88+5%("#&9-+#5(+)$&:+3;"3'9#5+

Hospitals increasingly rely on third-party
collection agencies to work patient ac-
counts. Today, day-to-day management
of these relationships is cumbersome and
unproductive as hospital resource time is
consumed with auditing and reconciling
vendor invoices and files. Limited visibility
into vendor activity and inconsistent re-
porting make performance reviews across
vendors virtually impossible.

As patients today are directly shouldering
a greater share of healthcare costs than
ever before, hospitals need to gain visibil-
ity and control over their self-pay collec-
tions in order to maximize cash flow. By
better managing agencies, hospitals can
realize more cash with greater oversight
while substantially reducing administrative
burdens. In addition, hospitals need to
make sure they continue building stronger
relationships with their patients by being
$0.2(&*('+#2,5!'2($726%!2'/(1$!.)($%&!5!&!2'3

Step 1: Consider New Approach

Innovative companies in other industries,
such as telecommunication companies and
multiline financial institutions, have em-
braced technology to improve collection
agency management. Using three or more
primary and secondary collection agencies,
&-2'2(%*"#$6!2'(1*6/&(,2.)(*6($.#-$('#.!&'(
and account balance size to simply place
accounts. Instead, they use technology to
manage the placement, reconciliation, and
auditing activities 9 all activities that tax
scarce internal resources. These creditors
have realized consistently increased cash
yields from any single agency, reduced
clerical costs, improved handling of excep-
tions in the collections process, enhanced
customer satisfaction with their agencies,
and the ability to optimize their portfolio
of agencies. Their agencies also experi-

ence improvements including less clerical
activity, fewer administrative calls and bet-
ter creditor engagement.

The technology solution for collection
agency management establishes a single
placement platform that sits between the
hospital and its agencies and collection re-
sources. The best platforms include a data-
base and a rules engine that captures the
-*'#!&$./'(4*,A(,2V+!,2"26&'3(O-2(1$&$0$'2(
maintains an inventory of accounts being
worked by all vendors and receives daily
updates on recent activity by the hospital
and the vendor. As a result, the central
database has all the information needed by
hospitals to analyze performance. The rules
engine continually analyzes the database to
find activity that should be flagged for re-
view.

Step 2: Evaluate Your Options

When choosing agency management tech-
nology, hospitals should evaluate their cur-
rent agency management issues and then

compare the features and benefits that ex-
isting solutions can offer. Some factors to
consider follow.

;%!&(0/)%,/-':#*5%:#*%-//%#:%'")%"#!,&'-/.!%-0)(<
cies. All agency activity (including early out
and late stage collection agencies, attorneys,
and debt buyers) should be centralized to
compare agency performance consistently.

A full reporting suite. A framework for consis-
tent reporting across all collection agencies
is necessary to support account audit and
reconciliation requirements and to conduct
agency performance comparisons. Daily
reports of agency activities can provide
insight into the number of letters sent, calls
"$12?($61(L#,*"!'2'(&*(#$)M(&$A26?(4-!%-(
allows hospitals to respond quickly to
changing agency dynamics and performance.

;7&/&'4%'#%)=)3>')%'")%"#!,&'-/.!%7>!&()!!%*>/)!. A
system that offers automatic rules-based
workflow allows hospitals to monitor and
control compliance to their business rules.

Ability to change agencies quickly. A more
robust, comprehensive system enables users
to change vendors quickly and with minimal
business disruption.

Quick and easy installation. Implementation of
an agency management system can be done
on a small scale. Many web-based solutions
1*6/&(,2V+!,2(!652'&"26&(!6(-$,14$,2($61(
software upgrades, have reasonable installa-
tion fees, and are predominantly pay-as-you-
go.

Limited maintenance.Web-based systems
simplify maintenance and software upgrades.
They have limited requirements for internal
resources.

By Steve Levin, president, Connance, Inc. slevin@connance.com

Agency Management Platform Exhibit
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Regulatory compliant. The system should en-
sure full regulatory compliance with the
Health Insurance Portability and Accountabil-
ity Act.

A platform for future analytics. The system
should be able to accommodate analytics to
achieve maximum financial performance.
Analytics ensures that each account is sent
to the collection agency most likely to maxi-
mize collections on that type of account.

Step 3: Implement and Compare

Once you have selected the technology that
is right for your organization, ensure execu-
tives and managers are taking control of
patient revenue by better managing the col-
lection agencies.

The hospital CFO should monitor and
compare current and trend line performance
of the collection agencies and evaluate per-
formance on gross and net liquidation rates
to get a complete view of the true relative
value of each vendor.

How do my agencies liquidation rates compare?

The revenue cycle executive should
access information necessary to manage the
vendors, not just audit them. The executive
can find the collection sweet spots for each
of the collection agencies by comparing per-
formance on different classes of accounts.
The revenue cycle executive should make
more informed decisions with respect to
assignment timing and recall decisions, opti-
mizing internal resource costs against vendor
demonstrated performance. Over time, the

executive should quickly identify true un-
derperformers and replace with a new
proven vendor, already connected to the
agency management network, who has a
demonstrated strength in the desired area.

The day-to-day manager(*<($(-*'#!&$./'(
vendors should monitor service level agree-
ments, rapidly reconcile invoices and inven-
tory, and broadcast new information to all
vendors at once.

Providers that are adopting new agency
management technologies will be more
efficient and effective, know where per-
formance is slipping and be able to respond
quickly. Their personnel will sleep better at
night knowing what the agencies are and
are not doing with their patients.

What in the World

(&#*#456678#

Project?
By Tim Foley

Healthcare is one of the many industries
today that is faced with both financial chal-
lenges and the need to manage rapid change.
A popular strategy for confronting these
!""#$"%&'"%($$)%*+%,+-#"%+)%.-+/$%(#"!0
)$""$"1%2&$/$%')%+/3')!4'*!+)%-')%-'5!*'6!4$%
on its strengths (i.e. add value) and
.+#*"+#/-$1%*+%*&$%$7*$)*%5/'-*!-'68%*&+"$%
items which are outside of that core compe-
tency to an organization that has a core focus
on the segment to be outsourced. Outsourc-
ing is being utilized in wide variety of busi-
ness sectors as a means to save money and
focus on where your organization can gener-
ate revenues and profit.

Energy costs are continuing to rise, causing
unpredictable spikes in operating budgets.
Capital is limited for plant overhauls or
expansions. Yet your patients still need
comfort and you need a predictable budget.

BOOM stands for build-own-operate-
maintain. Essentially, it is outsourcing the con-
struction, ownership, operation, and mainte-
nance of a central heating and cooling system
&*($6(*,7$6!\$&!*6(&-$&(-$'(&-$&($'(!&'(L%*,2(
0+'!62''M3(K15$6&$72'(*<(&-!'($##,*$%-(!6%.+12S

- Predictable long-term budgets

- Reduce the risk associated with a rise in
energy costs

- Eliminate the need for capital outlay for
central facility upgrades

- Offload the financial risk associated with
unexpected downtime

- Guaranteed performance

While engaging in a BOOM project is not a
good fit for all hospitals, it should be consid-
ered when any of the following conditions
arise:

- Your systems are in need of optimization
to reduce operating costs

- The central systems are nearing the end of
their expected life

- The hospital is considering major expan-
sion or new construction

- Redundancy in the system has eroded due
to increases in cooling requirements,
causing financial risk of unexpected down-
time

- Your energy costs are over budget and
need to be made predictable

Tim Foley is with the Strategic Partnerships
Group of Carrier Corporation, a division of
United Technologies Corporation. He works
with executives at hospitals and other large
facilities with reducing operating costs and
with major facility upgrades. He is newsletter
editor and an active member of the Healthcare
Financial Managers Association of Northeast-
ern New York. He can be reached at
tim.foley@carrier.utc.com.

!8)$,/9%+'3&%*,$%+')&()#()/%&'%,(3$2%+*#3()/%

#)0,$-(+&*:4$%30(;$3%()%'0$,*&()/%:#-/$&356



Making a Difference...
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As I meet and work
with healthcare
organizations
around the country,
I am often reminded
of how important
what we do on the
business side of

healthcare is. When I think back in time
to my first financial position in healthcare, I
quickly realized that we are truly blessed.
C2(1*6/&(-$52(&-2('A!..'($61(&$.26&'(&*(
provide direct health care to a patient, that
has been reserved for those with that
calling, but we do have the business skills
and talents to ensure that physicians,
nurses and all direct care professionals can
continue to focus on providing the level of
care that is needed.

Early in my healthcare career I realized
when organizational decisions are contem-
plated that purely focus exclusively on
either the medical or the business aspects,
the outcome most often misses the mark.
Balancing both sides of the equation is
what works best. It requires business and
medical professionals to consistently work
together.

A Balancing Act of Teamwork

Another balance that is equally important
in our line of work is between mission and
margin. Healthcare organizations have a
unique mission, different than any other
industry in our economy. This is even
more apparent with the degree of not-for-
profit and faith-based healthcare organiza-
tions, as they are the largest segment
within the hospital and clinical industry.
Serving their communities in a compas-
sionate manner with a higher calling is a
good summation of the mission statements
I have run across. But this compassion
would quickly disappear if the bottom line
4$'(!76*,21(*,(6*&(#$!1(!&/'($##,*#,!$&2(
due. In my humble opinion, those organi-
zations that have found that right balance

are the ones truly living up to the mission
and optimizing the margin.

Unfortunately, many healthcare organiza-
tions have not been able to strike this bal-
ance. Why? Well, it goes back to perspec-
tive. Those that have achieved the mission/
margin balance have deliberately chosen to
align their actions with their missions.

Charity Programs Change Lives 7 My
Tale

From my personal experience (and many of
you reading this have stories that come to

mind as well), this mission aspect of our
business makes a difference in numerous
lives each and every day. In all of my en-
gagements with healthcare organizations
$%,*''(&-2(%*+6&,)?(:/52(-2$,1($(5$,!2&)(*<(
reasons for providing or not providing char-
!&)(%$,2(,2'#2%&!52(&*($6(*,7$6!\$&!*6/'("!'8
'!*63((O-2'2(,2$'*6'(,$672(<,*"(L42..(
&-2)/,2((M(&*(L&-2)(1!16/&(%*"#.)(4!&-(*+,(
#*.!%)?('*(&-2)(42,2(12%.!621M(&*(L42(7!52(
26*+7-(%-$,!&)M3((C2..?(:(4$'(*62(*<(&-*'2(
people at one time. For those that have
never been humbled to that degree, I can
tell you it is an experience I would not wish
upon anyone. But it also taught me a valu-
able life lesson. No matter how successful,
we are not exempt from significant personal
and professional challenges in our lives.

I was and still am appreciative for those in
healthcare that showed compassion. They
had an impact on my life that I will never
forget. Based on that experience, I have
intentionally turned my gratitude into a
lifelong calling to financially support those
organizations. Today, my job is to help
healthcare organizations live up to their
missions and still improve the bottom line.

How could I ask for anything better?

It Has Never Been Easier

By providing charity care for your respective
communities, you are making a difference in
more lives than most probably ever realize.
A Chief of Medical Staff once told me that
more than seventy percent of health issues
are psychosomatically related. If this is true,
just imagine the associated health benefits
with letting patients know they have been
approved for charity, if they qualify, at the
point of service (POS) or even before.

O*1$)/'(<!6$6%!$.(%.2$,!67('*.+&!*6'($,2(128
signed to help you achieve your mission and
margin goals. For example, they can auto-
mate the charity screening process to make
L<$'&-&,$%A(%-$,!&)M($(,2$.!&)(<*,()*+,(*,7$6!8
zation and permit you to live up to your
mission. On the margin side, focused collec-
tion can also become a reality for your or-
ganization and permit you to optimize your
margin.

As you can probably tell, I just call it like I
'22(!&3((:/52('226(&-2("!''!*6J"$,7!6(0$.$6%2(
become a reality in a number of healthcare
organizations; but even more importantly,
:/52('226(!&(<!,'&(-$613(O-$&/'($..(&-2(#,**<(:(
need to know it works and makes a differ-
ence.

:<()*+/1(.!A2(&*(.2$,6("*,2($0*+&(-*4()*+,(
hospital can make a difference, please feel
free to contact me. Please join me and we
can make some great things come to reality
9 sooner than later.

I!6$..)?(1*6/&(<*,72&(&*(&-$6A()*+,('&$<<(&*8
1$)](!&/'(&-2!,(1$)9to-day efforts that make it
happen.

!<9%0,'=(-()/%+1*,(&9%+*,$%>',%9'#,%

respective communities, you are making a

difference in more lives than most probably

$=$,%,$*4(?$56

By Keith Truax, Senior Revenue Cycle Strategist, SearchAmerica



Commentary: Non-Profit Hospitals Need to Toot Their Own Charity Horn
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:6(XHH^()*+($,2(-2$,!67("+%-($0*+&(-2$.&-%$,2/'(
failures from the politicians, media, and others. In
their minds, the healthcare community is doing a
poor job and needs to be dramatically reformed.
:(%*+.16/&($7,22("*,23(C2(-$52(<$!.21?(0+&(6*&(
where Americans may think we have.

U+,(PI/(02.*67'(!6(*+,(.$%A(*<(#+0.!%(,2.$&!*6'(
showing Americans the billions spent in charity
care programs, and the associated belief that
even non-profit hospitals are more focused on
margin than mission.

Hospitals today do an outstanding job serving all
*<(&-2!,(#$&!26&'3(D*'&(#2*#.2(1*6/&(,2$.!\2(-*4(
exceptional our healthcare is until they receive
medical care outside of the United States. These
experiences, even in the most civilized nations,
usually include lengthy waits for services
(sometimes more than a year!), unclean or ar-
chaic facilities, and almost always bureaucratic
staff with no hint of a smile.

We need to remind the United States that we
should be proud of our independent healthcare
'2,5!%2'3(:6(XHH^?(1*6/&(_+'&(4$&%-(&-2(624'($61(
let the politicians speak on healthcare. We have
a responsibility to join in the discussion.

Who should the leading spokesperson be? Sur-
prisingly, it may not be the hospital president or
award-winning doctor, but its CFO and their
revenue cycle staff. For who else could speak
authoritatively on the dollar value of uncompen-
sated care given by the hospital in recent years?

Charity Program 7 Huh?

If you ask the average American if non-profit
hospitals in their area provide services at no
charge to the indigent population, they would
most often look confused at the question and
certainly lay all credit for serving the uninsured/
underinsured community at the foot of govern-
ment 9(P!'6/&(&-$&(4-$&(D21!%$!1(!'(<*,`/(a6<*,&+8
nately, few people know about the billions of
dollars that hospitals, especially non-profits, give
back each year to their community in the form
of free or discounted services.

It is like the saying if a tree falls in the forest
with no one around, did it actually happen. If
hospitals provide care on their own dime,
and no one hears about it....did it actually
happen?

Thus, in this year where healthcare and Iraq
will dominate most discussions and debates,
I urge you and your colleagues to make the
0!..!*6'('#26&(*6(-*'#!&$.'/(%-$,!&)(%$,2(#,*8
grams a point a topic of discussion at your
62b&('*%!$.(7$&-2,!67?(A!1'/('*%%2,("$&%-(*,(
class reunion.

Rumblings from Congress & the IRS

You are no doubt aware of the increased
scrutiny rising from Washington. The up-
dated IRS Form 990 and public statements
by members of the Senate Finance Commit-
tee are just several examples of the govern-
"26&/'(!6%,2$'!67("*6!&*,!67(*<(&-2(6$&!*6/'(
healthcare providers. For the past year or
more Senate Finance Committee Chairman
Max Baucus, D-Mont and Sen. Charles
Grassley, R-Iowa have spoken of the
P"$7!%$./(Gc(*<($66+$.(,2526+2'(&-$&(6*6-
profit hospitals should be required to allo-
cate to free care for those unable to pay.

The bottom line is that the government is
following poor public perception of health-
care and adding fuel to it with its current
$%&!5!&!2'3(a6<*,&+6$&2.)?(7**1(624'(1*2'6/&(
sell...so we must do our part to comply with
their new regulations but not lose focus of
the bigger issue -- public opinion.

Choose More Than One

Just as doctors take a oath to serve those in
need, healthcare organizations have a shared
passion, or mission, to deliver quality care
to its patients, to make a difference in their
lives.

For non-#,*<!&'?(!&/'(6*&(_+'&($0*+&("$,7!63(
Unfortunately the public, and to be honest
sometimes our staff, forget that it is not the
balance sheet alone that steers the organiza-
tion.

More than ever, hospital CFOs need to picture
themselves at a buffet not a wedding recep-
tion. They can freely choose multiple desserts
in whatever quantity, not just a single piece of
cake.

O-!'(!'(-*4(&-2)('-*+.1(5!24(&-2!,(-*'#!&$./'(
margins and charity programs. Hospitals can
place both on their plate side-by-side, and
neither is of more or less importance. In fact,
just like ice cream and apple pie, both are
better when served together.

How, you ask? When non-profit hospitals
focus their collections on only those patients
who are able to pay (removing those who
qualify for charity and Medicaid in advance),
their collections rates and margins dramatically
improve while their bad debt decreases.

The revenue cycle is an important way to
support a non-#,*<!&(-*'#!&$./'("!''!*63(:&(
needs to develop processes and use technol-
ogy to identify and enroll all qualified patients
for charity care, and focus 100% of its collec-
tion efforts on patients with the means to pay
for services. Tax-exempt hospitals are not
$'A21(&*(7!52($4$)(&-2(L<$,"M(0+&(&*('!"#.)(
serve those who need assistance.

The bottom line is that hospitals need to be
proud of the services they bring to everyone,
whether they can afford them or not. In 2008,
I challenge you to be more vocal about the
positive aspects of our healthcare systems.
K<&2,($..?(!<(42(1*6/&(&**&(*+,(*46(-*,6'(!&(!'(
%.2$,(&-$&(&-2(#*.!&!%!$6'($61("21!$(4*6/&3

Tina Eller is a Senior Revenue Cycle Strategist,
SearchAmerica, and has worked in healthcare,
both physician and provider spaces, for 15 years.
?!8%@//)*.!%)=,)*'&!)%&!%&(%")/,&(0%#*0-(&A-'&#(!%
drive initiatives within the Revenue Cycle focusing
on the self pay population and Consumer Driven
Healthcare. She is a frequent speaker at health-
care forums as well as contributor to a number of
healthcare publications on the topics of Revenue
Cycle best practice, challenges in the industry, etc.

By Tina Eller, Senior Revenue Cycle Strategist, SearchAmerica
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Getting connected with HFMA is easy and
right now we have some opportunities for
a few of you to get more involved with
HFMA than just going to the institutes.
There are a few openings for volunteer on
our board and some committees. This
could be your chance to get involved and
learn how your chapter works (and occa-
'!*6$..)(1*2'6/&(4*,Ad3(:/"(6*&(&$.A!67(
about a huge time commitment here but a
chance to become a chapter leader, and
have some fun along the way. We are plan-
ning some great educational and fun events
&-!'(%*"!67()2$,](1*6/&("!''(*+&(0)(_+'&(
sitting on the side lines. If you would like to
get more involved, please drop me an email
at kcornish@stpeterhealth.org.

Welcome to another year
in the life of MN HFMA.
Our National President has
set the theme for this
2008-XHHe()2$,($'(LD$A!67(
B*662%&!*6'M3(:(4*+.1(
challenge each of you to
take this to heart and use

HFMA to make some very important con-
nections in your professional lives. We can
use HFMA to make those networking con-
nections that help us out during time of
opportunity on our jobs. We can use these
connections to have a good time as some of
us did at the Spring Fling this past May. We
can also use our HFMA connections to be-
come a certified member and build our re-
sumes for career advancement.

A Message from President Ken

Membership
The Minnesota Chapter mem-
bership count stood at 587 at
April 30, 2008, the end of the
%-$#&2,/'()2$,(<*,("2"02,'-!#(
counting purposes. This total

was down slightly from the beginning of year
when the count stood at 592. The commit-
tee chair for the current fiscal year will be

Lee Batulis of SearchAmerica, Inc. If you
are looking for an opportunity to volunteer
and are interested in helping to maintain
and grow the Chapter membership, the
membership committee can use your help.
The committee coordinates surveys, mail-
ings and events throughout the year to
recruit and welcome new members and to

help new and existing members get the most
out of HFMA membership. If you have any
questions concerning membership, or would
like to volunteer to help out on this impor-
tant committee, please call or email Lee at
(763) 416-1057 or
lee.batulis@searchamerica.com.

New Members
July 2008

Adam H. Schmidt, Lead Operations Analyst

Ingenix/ Unitedhealth Group

Christopher S. Imm, Director of National
Healthcare Alliances

ADP Inc

June 2008

Pam J Bednar, VP Marketing

Visionshare

Blake G Iverson, JD, Tax Consultant

Grant Thornton, LLP

Nivedita C Girotra, Student

Nive

Welcome!



Reimbursement & Reporting Manager

Rice Memorial Hospital

O-!'(#*'!&!*6(#,*5!12'(5!'!*6($61(.2$12,'-!#(<*,(&-2(-*'#!&$./'(,2!"0+,'28
ment & external financial reporting functions. The right candidate must be
$('2.<("*&!5$&21(&2$"(#.$)2,(4-*(12"*6'&,$&2'(>!%2/'(5$.+2'(*<(,2'#2%&?(
integrity, compassion and excellence. Qualified candidates will have a
N$%-2.*,/'(127,22(!6(<!6$6%2J($%%*+6&!67(*,($(-2$.&-%$,2(,2.$&21(<!2.1($61($(
minimum 5 years experience in health care management or related field.
>2#*,&'(&*(>!%2(Q*'#!&$./'(BIU3

Rice is located in the lakes region 2 hours west of the Twin Cities, and is
&-2('&$&2/'(.$,72'&("+6!%!#$.(-*'#!&$.3((:&(#,*5!12'('2,5!%2'(&*(&-2(,2'!126&'(
of west central Minnesota including inpatient/outpatient surgery, rehabilita-
tion, high-tech diagnostics, radiation oncology, DME, mental health, dialysis,
long-term care and hospice services. In 2007 Rice completed a $52 million
building and renovation project.

Submit resumes to Human Resources, Rice Memorial Hospital, 301 Becker
Ave SW, Willmar, MN 56201. For more information, visit
www.ricehospital.com or contact Nancy at nski@rice.willmar.mn.us

P A G E 1 1V O L U M E 5 9 , I S S U E 1

Financial Analyst

;&3(W+A2/'

Duluth, MN

;&3(W+A2/'(-$'($6(2b%2..26&(*##*,&+6!&)(<*,($6(2b#2,!26%21(!61!5!18
ual to join our team. Responsibilities for this position include
performing financial and value analysis to support decision making
while maintaining the cost accounting system, productivity report-
ing systems and assisting in preparation with the annual budget.
f+$.!<!21(%$61!1$&2'("+'&(-$52($(0$%-2.*,/'(127,22(!6($%%*+6&!67(
and 5 years of professional level experience.

;&3(W+A2/'(%*6'!'&'(*<($(Xgh(021(-*'#!&$.?(#,!"$,)($61('#2%!$.&)(%$,2(
clinics, home care, several physician joint ventures and a Founda-
tion. The system generates 280M in net revenues.

;&3(W+A2/'(*<<2,'($6(2b%2..26&(0262<!&'(#$%A$72?(-2$.&-?(126&$.?(iHF
(k), pension, educational reimbursement.

Interested applicants should apply online at:

www.slhduluth.com

Financial Analyst II

Fairview Ridges Hospital

Fairview Ridges Hospital, located in Burnsville, MN, is currently
seeking a full-time Financial Analyst. You will be supporting hospi-
tal and clinic operations through financial reporting, data analysis,
financial planning and pro forma development to improve the
operational and financial effectiveness of the assigned operating
units. The Financial Analyst II extracts and validates data from
various information sources and provides relevant information and
recommendations to assist management in business decisions.
f+$.!<!21(%$61!1$&2'(4!..(#*''2''($(0$%-2.*,/'(127,22(!6($%%*+6&!67(
or finance and 3 years related experience. Strong accounting,
financial analysis and computer/database skills required. Learn
more and apply online at fairview.org referencing requisition #08-
24678. EEO/AA Employer

Job Postings

Up Coming Events
August 25thjHFMA Golf Outing, Bent Creek

For more information please see
our website www.mnhfma.org

September 12thjMedicare Cost Reporting Semi-
nar @ Allina

September 22nd - 25thjNational HFMA Educa-
tion Conference in Minneapolis (Radisson Plaza Mpls)

October 2nd - 3rdjAutumn Institute (Radisson
Plymouth)

January 29thjWinter Institute (Sheraton Mpls)

April 2nd - 3rdjConcordia Institute (Fargo)
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PLATINUM Sponsor

Reimbursement Services Group

GOLD Sponsors

LarsonAllen

RSM McGladrey

Grant Thorton

SILVER Sponsors

Dairyland Medical Learning

BRONZE Sponsor

Colltech Relational Technology Solutions

Physician Insurance Company of Wisconsin, Inc.

2008 Chapter Corporate Sponsors

Thank You!
For your continued support and involvement.
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