Dear Members,
Once again we are at the end of another HFMA year. The difference is that this is the end of “my” year. It seems to me
that’s how former presidents refer to the past. “Oh , that was
my year…no wait I think that was Craig’s year.” What a relief
to have made it to the end and know the chapter is in good
shape. Whew!! So next year will be “Susan’s year”. Susan
Cornejo that is. With Susan as your next President I am sure it
will be a special year. Along with her two sidekicks, Jill Burton
as President Elect, and Karen Dillard as Secretary, the Alabama Chapter is in very qualified hands. We even have some
up and comers filling very important committee chair positions. The future is bright!!
The goals that I declared in June 2013, were very simple: quality education and networking opportunities. I think we hit the mark in both areas. My calculations have us at
16,423 education hours. That is approximately 34 hours per member. A total of 16
events gave us all lots of networking opportunities. Mission accomplished.
Alabama Chapter hosted the Dixie Institute in February. With the help of a committee of
many, we pulled off a very successful meeting. With attendance of over 450 and a very
generous group of sponsors, we were able to provide quality education, have fun networking events, and have funds left over that can be used for provider scholarships for
future meetings. A special thank you to all who helped plan and execute the Dixie Institute.
Finally, thank you to all of
those who worked hard to
make this year successful. It
was an honor and a privilege
to work with each of you. As
my days in the healthcare industry begin to wind down I
want to take this opportunity to
acknowledge all of you who
have become my colleagues,
mentors, and friends over the
past 23 years. Best of luck to
everyone as you navigate the
changes in the healthcare industry.
Sincerely,

Richard

FOLLOW ALABAMA HFMA THROUGH
ALL MAJOR SOCIAL MEDIA OUTLETS
The best way to keep your finger on the pulse of
your chapter is through social media!
Watch for details for an upcoming contest at the
AL HFMA Annual Institute in Sandestin. We will
be awarding prizes daily for the best Tweet on
the day’s activities at
@AlabamaHFMA #ALHFMABeach14
See you at the Beach!
Jerry Smith, Social Media Chair

Huntsville One Day
On April 24th, the AL HFMA Chapter hosted a regional one-day institute at the Westin hotel in Huntsville, AL. The education offered a
little bit of everything.
First, Martin Sher, Co-CEO of AmSher, started the morning off with a
presentation about ‘Compassionate
Collections’. His company registered this term to envelope all they
do as a collections company. He
described how his team has embraced this idea as they communicate regarding a difficult issue of a
hospital visit and owing a bill. I look
forward to completing part of his
presentation. Yes, that’s right its
not over. Martin had us write a letter to ourselves with a message
about what we are committed to
improve with the intent he’d mail
them in the near future. I’ll get a
smile when I see that letter in the
mail.
Following Martin was a group of
excellent speakers. Joan Ragsdale, with MedManagement, spoke
about IPPS and how the twomidnight rule will affect hospitals. It
was an excellent outline about how
we got to this point and where we
currently stand. Dr. Ralph
Wuebakr of Executive Health Resources shared his insight into
medical necessity and how hospi-
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tals should be proactive about it. This helps hospitals confront audits before they happen.
Terrell Warnberg, Quorum Health Resources, gave us an
update on ICD-10. With us recently learning that the go-live
date for ICD-10 has been pushed to 2015, many wonder what
to do now. Terrell shared her thoughts about continuing to
train and prepare your teams as if October of 2014 is still the
transition date. Time is in your favor, so use it wisely. Be
prepared to hear more at upcoming educational events about
the pushback and how to prepare for October 2015 and ICD10 transition.
Finally the AL HFMA current president, Richard Byerly, spoke
about Obamacare. His presentation was very insightful.
Richard shared some interesting data and tax implications of
the Affordable Care Act.
As travel budgets are cut as hospitals try to cut costs, the
chapter expects to hold more of these road shows. The intent is for us to deliver relevant educational content to you in
a local setting to curb the cost of travel and time away from
the office. Be on the lookout for these one-day events and
check when they’ll be in your area. Let us know what topics
you’d like to hear more about.

TAXABLE BONDS: A TIMELY STRUCTURE
BY: Matt Lindsay, Lancaster Pollard
Using tax-exempt bonds for funding a capital project is a no brainer for a nonprofit hospital or health
system, right? Well, the answer to that is not as simple as it once was.
Tax-exempt, fixed-rate bonds were nearly always the go- to choice for providing nonprofit organizations one of the most cost efficient methods of accessing debt. It used to be a foregone conclusion
and a slam-dunk decision by hospital leadership. But that, of course, was before the Great Recession and at a time when health care reform was considered a distant possibility.
Today, more hospitals are looking at taxable financing structures, such as taxable bonds and FHA
mortgage insurance. And it’s not just hospitals that are joining for-profit businesses in issuing taxable
debt. According to The Bond Buyer, more nonprofit entities, including local governments and universities, as well as health care providers, are using taxable issuances to refund tax-exempts this year.
tax exempt, the traditional choice
Tax-exempt or tax-free bonds for nonprofit hospitals are still a favorite option for capital, but the
structuring of that debt requires a strategic approach. Hospitals can issue bonds publicly based on
their credit profile by selling bonds to retail and institutional investors or offer bonds on a private
placement basis to banks and other financial institutions.
As long-term debt goes, fixed-rate, tax-exempt municipal bonds are the most common method of accessing capital for hospitals. Knowing what debt service will be paid for a specific period of time offers hospitals the comfort of stability. Typically, these bonds provide issuers with an attractive cost of
capital and limited risk, which can offset the required issuance fees. They are
generally accessible to hospitals and health systems of all ratings and sizes-a
borrower just needs to be willing to pay the cost of debt based on its particular
credit profile. In general, there is a strong appetite among investors for municipal
issuances.
On the other hand, there are three primary limitations of fixed-rate, tax-exempt
bonds that hospital leaders need to consider carefully:
• Higher transaction costs, including set fees for issuance, underwriting and compliance, which can increase a borrower’s cost of capital because of the upfront
closing
requirements.
• More restrictions about what’s eligible to be funded as qualified tax-exempt purposes, which results in more regulation and greater IRS scrutiny.
• Investor call protection, a defined prepayment schedule for investors, can prevent the issuer from forcing early redemption despite market improvements that
could lead to refinancing opportunities.
Tax-exempt, variable-rate demand bonds (VRDBs) are attractive to borrowers
because they offer a lower cost of capital and contain more flexible call features.
However, VRDBs have inherent risks, including interest rate risk, put risk and remarketing risk, and should be considered very carefully by hospital leadership.
Since the nation’s near financial collapse in 2007, VRDB volume has decreased,
primarily because of the reduced supply of bank-backed letters of credit to enhance the structure.
opportunities in taxable bonds
In the first half of 2013 taxable municipal issuances increased 90% from $12.77
billion to $24.23 billion, according to The Bond Buyer’s 2013 in Statistics: Midyear Review. The number of taxable deals rose from 551 to 715. Of the top 25
largest bond sales in the first half, 14 had taxable components and 10 of the 14
were refundings. In health care, the volume of taxable issues was nearly $774

million, more than twice the amount when compared to the same period in 2012.
Taxable debt, as the name implies, is subject to taxes from the bond investor’s standpoint. These
bonds use different benchmark indices than tax-exempt bonds and typically return a higher rate
as opposed to the lower return rate offered by tax-exempt bonds. Characteristically, the taxable
bond market is larger and more liquid than municipal tax- exempt bond market.
One reason for the appeal of taxable debt is the favorable rates currently offered in the municipal
marketplace. The extended period of low interest rates has narrowed the gap between taxexempt and taxable issues. Taxable debt today is much less expensive than it was in the halcyon
days before the Great Recession. Additionally, there are more opportunities for investors this
year as taxables offer good incremental yield without incrementally increasing risk plus an opportunity to diversify their portfolios. More issuances have generated greater interest among buyers
creating a more robust market that has not been seen since the end of the Build America Bond
program, according to The Bond Buyer.
Another, just as persuasive, argument for taxable bonds is
that hospitals typically have less restrictions and more flexibility than with traditional tax-exempt bonds. The use of proceeds from these bonds can be used for any corporate purpose, such as:
• Building or acquiring medical office buildings.
• Installing IT systems, for example an electronic health record
(EHR) system.
 Using for operational costs, such as starting and running
an ACO or purchasing a physician group.
As seen in the examples, hospitals are free to use the funds for strategic initiatives that might not
qualify for tax exemptions. Going with taxable rather than tax-exempt bonds could lead to less
federal regulation and oversight from the IRS. In addition, no issuing authority is needed, which
means that with fewer approvals and fees, the cost of issuance can be less expensive. Although
publically offered taxable issuances require the same disclosure as tax-exempt offerings, the
specified use of proceeds can be less specific. For example, the offering statement can state the
use of bond proceeds will be for “general” purposes.
Finally, the speed to execution of a taxable issuance can be faster and less burdensome than a
tax-exempt offering due to fewer restraints. Additionally, offering the issuance to a broader investor base as opposed to only limited investors interested in a tax exemption can lead to more efficient bond pricing and distribution. For many hospitals, timing is essential to obtain the desired
interest rate as well as the funding to begin capital projects when needed.
However, before thinking taxables are the way to go if interest rates are low, hospital leaders
should consider the following factors when deciding the best funding option to use:
• Borrowers must pay investors the expected interest payments through maturity. This means the
bonds are either noncallable or have “make-whole” provisions which limit refinancing opportunities for the borrower.
• Most taxable issuances are $50 million and up, with the average being around $200 million.
This can limit
taxable issuances to larger hospitals and health systems and to those with high investment grade
ratings.
taxable bonds in action
To provide you some insight by example, these hospitals and health systems chose to issue taxable bonds:
• Recently, Catholic Health Initiatives, a Colorado nonprofit, issued $540 million in taxable fixed
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rate paper, with $275 million in five-year bonds at 2.5%
interest rate and $265 million in 10-year bonds at 4.3%
interest rate. The issuance was rated A1 by Moody’s Investor Services with a negative outlook and an A+ with a
stable outlook by both Standard & Poor’s (S&P) and
Fitch Ratings. The uses for the bond proceeds include
project reimbursement, refunding indebtedness, acquisitions and cost of issuance.
•

Boston’s Tufts Medical Center sold $25,602,000 in taxable fixed-rate bonds for 10
years at 5.4%, $14,398,000
for 15 years at 6.3% and
$60,000,000 for 25 years at
7%. It was rated BBB by both
S&P and Fitch. The official
statement lists the use for
general corporate purposes,
including, but not limited to,
acquisition of or affiliation
with large medical groups
and development of new clinical services.
• Elmhurst Memorial Hospital,
in Elmhurst, Ill., offered more
than $76 million in taxable
fixed rate refunding bonds,
which were rated Baa2 by
Moody’s and BBB by Fitch.
Although not the norm for taxables, the bonds were issued
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by Illinois Finance Authority for a five-year term at
4.45%.
• Earlier this year, Seattle’s Virginia Mason Medical
Center issued more than $136 million in fixed rate
taxable bonds at 5.1% for 31 years, which were rated Baa2 by Moody’s and BBB by S&P. The offering
memorandum stated that the proceeds were for
general corporate purposes, including financing the
costs of constructing a medical office building.
Currently, with the negligible gap in interest rates
as compared to tax-exempts, taxable bonds can be
a cheaper and more flexible way for larger nonprofit hospitals and health systems to finance their
growth strategies. While the attractive interest rates
associated with taxable offerings might not last forever, the expanded use of proceeds and speed of
execution provide additional incentives for hospital
leadership to explore taxable bond issues as they continued to implement elements of the Affordable Care
Act.
Matt Lindsay is a vice president with Lancaster Pollard.
He is regional manager for the Pacific Northwest and is
based out of Columbus. He may be reached at mlindsay@ lancasterpollard.com.

Reducing Hospital Prices While Increasing Net Revenues
By Mark Jeziorski
Hospital prices have been in the press recently. Newspapers around the country have been publishing stories highlighting the wide disparities in prices for common medical procedures and tests among hospitals in close proximity to each other. Concerned about its prices being
high, one hospital undertook an initiative to reduce its prices. This hospital was able to dramatically decrease prices, improve its median
ratio of prices to wage adjusted APC payments and increase net revenues.
Hospital Profile (Rounded Numbers)
Beds: 500 (Acute, Rehabilitation and Psychiatric)
Gross Revenues: $1.5 billion
Total Patient Days: 120,000
Discharges: 21,000
Payor Mix: 70% Governmental (i.e. Medicare, Medicaid and County)
Objectives
The management of this hospital undertook a major initiative to review and
lower its hospital’s prices. Specifically, management’s objectives were to 1) decrease prices 2) have the new prices set at a reasonable percentile relative to comparable hospitals’ prices and 3) decrease the ratio of prices to wage adjusted APC payments. In addition, management 1) wanted no change in gross revenues, 2) did not want a decrease in net revenues, 3) did not want prices to be below payment rates
(e.g. wage adjusted APC payments) and 4) wanted prices to be based on a methodology that was reasonable and easy to understand. As
part of this initiative, management also wanted to stop charging for general pharmacy and supply items since these items are generally not
separately reimbursed by its third party payors.
Approach
The approach taken to achieve the objectives for this initiative was to construct models that calculate the changes in gross and net revenues
resulting from pricing changes. Management provided its ideal price point relative to the comparable hospitals’ prices and ideal ratio of
prices to wage adjusted APC payments. Prices were developed based on the ideal price point and ratio of prices to wage adjusted APC
payments. The changes in gross and net revenues were calculated using these prices. Management then reviewed the gross and net revenue changes and revised the price point and ratio of prices to wage adjusted APC payments. New prices were developed and the gross and
net revenues were re-calculated. This process continued until an outcome was achieved that met all of the objectives for this initiative.
In the end, the prices were set at or below the 60th percentile of the comparable hospitals prices with a median ratio of prices to wage adjusted APC payments of 2.5. There were a few prices (approximately 3%) that ended up being above the 60th percentile. The majority of
these prices were above the 60th percentile so that the prices would be above the wage adjusted APC payments.
Current (Pre-Initiative) Prices and Rates
The following table presents what the hospital’s current prices/rates were in three categories that represent the majority of the non supply/
implant and pharmacy/pharmaceutical prices. The table shows the percentage of prices relative to the percentiles of the comparable hospitals’ prices/rates. For example, two percent (2%) of the hospital’s current room and board rates were higher than all of the comparable
hospitals’ rates, fifty-nine percent (59%) were greater than the 75th percentile of the comparable hospitals’ rates and sixty-one percent
(61%) were greater than the 60th percentile of the comparable hospitals’ rates.

Category
Room & Board

Current Prices Relative to the Comparable Hospitals’
Prices/Rates
> 100th
> 75th
> 60th
2%

59%

61%

Non-Cost Based Items With CPT/HCPCS Codes1

20%

31%

39%

Operating Room Time

25%

33%

36%

Overall for Above Categories

20%

32%

39%

1Cost–based items include pharmacy, pharmaceuticals, supplies, implants, etc.
The ratios of the currents prices to the wage adjusted APC payments varied from 0.2 to 27.7. The median ratio of prices to wage adjusted
APC payments was 3.0.

New Prices and Rates
Forty-four percent (44%) of the hospital’s prices were decreased, forty-two percent (42%) of the prices remained the same and thirteen
percent (13%) of the prices were increased. Ninety-seven percent (97%) of the room and board, non-cost based items with CPT/
HCPCS codes and operating room time charges were set at or below the 60th percentile of the comparable hospitals’ prices.

Category

New Prices Relative to the Comparable Hospitals’
Prices/Rates
> 100th
> 75th
> 60th

Room & Board

0%

0%

0%

Non-Cost Based Items With CPT/HCPCS Codes

1%

2%

3%

OR Time

0%

5%

15%

Overall for Above Categories

1%

2%

3%

Comparing the new prices to the current prices, it can be seen that the profile of prices relative to the comparable hospitals’ prices
changed significantly. The percentage of prices that are the highest relative to the comparable hospitals’ prices was reduced from
twenty percent (20%) to one percent (1%) and the percentage of prices that are above the 60th percentile of the comparable hospitals’
prices was reduced from thirty-nine percent (39%) to three percent (3%).
The median ratio of prices to wage adjusted APC payment was decreased from 3.0 to 2.5. The new ratio of 2.5 is twenty-two percent
(22%) below the lowest ratio for the comparable hospitals. Also, the hospital stopped charging for general pharmacy and supply items
which is essentially having a zero price for these items.
Gross and Net Revenue Impacts
Gross revenues are projected to increase by 0.4% as a result of the pricing changes. The change in net revenues related to all contracted
commercial payment terms except the “lesser of” provisions and before the impact of the pricing changes on outlier payments is projected to be $1,500,000. The pricing changes are projected to result in a net revenue decrease of $400,000 because of the “lesser of”
contract provisions. Outlier payments are projected to decrease by $400,000 as a result of the pricing changes. Overall, net revenues
are projected to increase by $700,000.
Category
Net Impact Before Outlier Payments and “Lesser of” Provisions

1st Yr Change in Net
Revenues
$1,500,000

Impact of “Lesser of “ Contract Provisions

-400,000

Impact on Outlier Payments

-400,000

Total Change In Net Revenues in First Year

$700,000

Key to Achieving Outcome
In the case of this hospital, the key to increasing net revenues while decreasing 44% of the prices and not changing 42% of the prices
was accurately modeling all reimbursements impacted by price changes and modeling all contract provisions that would impact net
revenues from changes in prices. Only by modeling all reimbursements and all contract provisions that would impact net revenues
from pricing changes could net revenues be optimized for a given change (or no change) in gross revenues and the change in net revenues be accurately projected.
Reimbursements impacted by price changes include, but are not limited to, items paid a percentage of charges unless they are included
in a case rate, items paid a percentage of charges up to a cap, claims paid a percentage of charges, claims paid a percentage of charges
up to a cap, inpatient outliers, outpatient outliers, etc. Accurately modeling some of these reimbursements impacted by price changes
was a significant undertaking. One of the reasons for the undertaking being significant was that claims data had to be utilized to model
some managed care payors’ payments because the payments were a percentage of charges up to cap for all charges on the claim excluding select carve-outs for implants and pharmaceuticals.
Also critical to achieving the desired outcome was the modeling of all contract provisions that impact net revenues when prices were
changed. Two of the more significant contract provisions in the case of this hospital included “lesser of” provisions and caps on charge
increases. If these contract provisions were not modeled, the hospital would have projected significantly more net revenues then what

was achievable and would have ended up with less net revenues than if the provisions were modeled. The hospital would have
ended up with less net revenues because modeling these provisions allowed the hospital to mitigate the impact that the contract
provisions were having by appropriately adjusting prices.
Summary
Hospital prices are in the spotlight once again. This situation may prompt some hospitals to consider lowering their prices.
These hospitals can take heart in the fact that one hospital was able to reduce a significant number of prices while increasing net
revenues. The key to achieving this outcome was accurately modeling all reimbursements impacted by price changes and modeling all contract provisions that impact net revenues from pricing changes.
Mark Jeziorski is president of Sophical Solutions, LLC. He may be reached at markj@sophicalsolutions.com.

New Members

January
Winston M. Ashurst- Physician- Physician for Women
Stephanie Purdue- Senior Accountant- Blue Cross Blue Shield
Carrie Setzer- UAB Hospital
Noelle C. Sheedy- UAB Department of Anesthesiology
February
Florence Elizabeth Clarkson- Director- UAB Hospital
Debbie Lucey- Manager, Insurance Billing- Infirmary Health
Danny Ross- VP Commercial Card Services- Commerce Bank
April
Brian K. Moore- Sales Executive- Medi Revv
Lance Robinson- Director- Berkley Research Group
Charles J. Brinkley III- Assistant Chief Financial OfficerCommunity Health Systems, Inc.
Elizabeth Turnipseed- Assistant Vice Chair for Clinical Affairs- UAB Department of Medicine
James Fishburne- Consultant- Navigant Consulting, Inc.
Amanda Stephens- Account Executive- AbbVie

Follow the link for details: http://alabamahfma.org/
sponsorship-opportunities/
Our Corporate Sponsor Program provides the opportunity
for our chapter to continue to provide quality Institutes and
Workshops at lower registration fees than would otherwise
be possible. This mutually beneficial program gives our
Sponsors better visibility to Chapter members and guests,
and allows the Chapter to continue to provide quality
speakers and programs to our members.
We would like to thank all our Chapter Sponsors for their
continued support! For questions or to reserve your space
at the President’s Level, contact Anna Arnold, VP of Sponsorship. Anna@armstrong1915.com 251-338-2144

2014-2015
CORPORATE
SPONSORSHIP
OPPORTUNITIES
For the upcoming calendar year,
we are excited to roll out some
brand new sponsorship opportunities. The sponsorship program
runs June 1, 2014 to May 1, 2015
and includes Annual Institute and
Fall Institute. Because of the
great success of sponsorship for
this year’s One Day Institutes, we
will now offer a level of sponsorship for all 3 One Day Institutes.
Additionally, we will be adding the
President’s Level. With only 3
spaces available, the President’s
Level offers some new and exciting perks.

What is LTC?
As it relates to HFMA, you may or may not have heard the term LTC before. LTC is HFMA’s national Leadership Training
Conference. Annually each chapter sends its leaders to converge with other chapter leaders to plan for the upcoming year. This
year it was held at Gaylord’s National Harbor Resort near Washington, DC.
The conference allows for chapter leaders to reflect on the past year, what went right and what could have been done better. Additionally, the leaders will look ahead to the upcoming year and plan for success.
Your chapter leaders led by incoming president, Susan Cornejo, joined sessions to share ideas and gain valuable insight to improve programming, communication, finances and such. After a day and half of breakout sessions, your AL chapter leaders regrouped to talk through
the strategy for the next
year.
Ultimately, the goal is
for each chapters to improve the experience of
its members – YOU! As
a participant at LTC, I can share we brainstormed about the upcoming events and education. We are looking to improve member
satisfaction and participation in all facets of the organization.
I speak for all of the leaders when I ask YOU, as a valued member of the Alabama chapter to share your
thoughts with us. We’re always looking for ideas to improve education and networking. So if you have
ideas, please share with one of the chapter leaders. Additionally, this is a volunteer organization and we’re
always looking for involvement. Please consider getting involved in some capacity. In the coming weeks
you’ll be hearing more about how you can get involved.
Remember, you get out of your HFMA experience what you put in.
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CPAR
Register online today!

www.alabamahfma.org
You must register online.
Fee: $50.00
Fees must be paid in full at the time of
registration.
CPAR Exam Policy
To sit for the CPAR Exam, you must attend one (1) coaching session. When registering, you are required to select one (1)
coaching location date and time, one (1)
test site location date and time. For testing,
there may be two options on the same date
due to limited seating.
CPAR TESTING ONLINE IS NOW
AVAILABLE!
If you have any questions, please contact
Tavie Bender @ 205-599-3006 or via
email @ tavie_bender@chs.net.

Attend the AL HFMA Annual Institute:
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