Minimizing Patient Bad Debt
New Strategies for a New Economy
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Helping Hospitals And Health Systems For Over 30 Years
Our Approach Integrates The Power of People, Process and Technology
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The Patient Payment Economy

I.  EssayA Rapidly Changing Payment Landscape
Il.  Best Practices for Managing SeHy and Reducing Bad Debt

Ill. Integrating People, Process, and Technology for Continuous
Improvement
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I. Changing Payment Landscape

0SayAl n®% o 6 The Decline of Cadillac Health Plans

General Motors Implements Higheductible Health Plans for Salaried Workers

The New Direction for Employe8ponsored Plans

ADaQa wnzZnnann &kt NASR g2N) SNA
from two health plans, both of which are linked to
health-savings accounts

A Both plans have a deductible of $1,300 for individuals
and $3,100 for families

A One plan limits annual owf-pocket expenses to the
deductible, while the other has owdf-pocket
maximums that go up to $5,000 for family coverage

A Monthly premiums will range from $5 to $75 a month H-H-
ADa oAttt Itftaz2 O2y(iNAROGdziS PmZonn (2 SYLX228SS4aQ
savings accounts
Source:DSA &St 5 WSNNES dDa { | E5-NSAGSR/ {1 (SHF i KD S
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at http://www. Businessinsurance.com/, accessed on November 11, 2009.



More Patient Skin in the Game, Increased Collection Burden

Greater SefPay Sacrifices Across All Insurance Plan Types Pose Challenge

Percentage of Workers Enrolled in Plans with Annual Deductibles Exceeding $1,000

Estimates Based on-Metwork Services
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16% 18% ——
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== A|| Firms
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at: http://www.kff.org/insurance/index.cfm, accessed November 17, 2009.



Bracing for Impact of Deteriorating Economy
Sudden Change in Coverage Demographics Generating Downstream Margin Press

National Unemployment Rate
October 200¢O0ctober 2009

Projected Impact of Unemployment
on Uninsured Population

10.2%
9.4% 47.0M
8.9% 0 pmtbmmee="" _ _ _ _ ]
7.6% 425 M :| 4.5M
6.5%
5.7%
48% 49% 50%
Percentage point increase creates 1.0
million new Medicaid/CHIP enrollees afid
1.1 million uninsured individuals
Oct07 Jan08 Apr-08 Jul08 Oct08 Jar09 Apr09 Jul09 Oct09 Uninsured

Unemployment Rate
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Total Medicaid spendin
grew 7.9% in FY 2009

02008 @2009

Source: Bureau of Labor Statistics, available at: www.bls.gov/ces, accessed November 11, 2009; Kai

ChrYAfte C2dzyRIGA2YI G¢KS
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Bureau data; Financial Leadership Council analysis.
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Hemorrhaging Dollars In Expanding Self -Pay Segment
SeltPay Disproportionately Contributing to Revenue Losses

Recovery Rates Contribution to Revenue Loss
Cash Posted as a Percentage of Net Patient Revenue, by Payer Type Percentage of Total Lost Revenue
n=31
Revenue loss qf Medicaid
12.8 percent
92.0% 92.0% 97.0% 91.5% Private
B 0 o 0 - (1)
87.2% Insurance

SelfPay

Other
1.6%

34.0%

Medicare

Medicare Medicaid Private  SelfPay Other Overall
Insurance
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Self -Pay Not a Lost Cause
Expanding Gap Between Hospitals Suggests Room to Improve

Total Uncollectibles
Percentage of Net Patient Revenue

Data does not disaggregate
at which point in the
revenue cycle charity care
is identified and classified

15.3%
7.0%
2.5%
High-Performance Mean Low-Performance
Quartile Quartile

OBad Debt @ Charity Care
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Il. Best Practices for Rapidly Reducing Bad Debt
Adapting to a Patient Payment Economy

Leveling the Playing Field Elevating Patient Access Performance
| Il 1 v
Offsetting Risk Through Clearing the Exploiting Safety Net Transforming SelPay
Payer Negotiations Collections Backlog Resources Collections Culture

CONTRACT

1. Tie Reimbursement to 2. Aggressively 3. Facilitate Enrollment 4. Utilize Accurate
HDHP Exposure Discount to Elevate in Public Services Preservice Estimation
SelfPay Collections
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#1. Tie Reimbursement to Higbeductible Exposure 10

Renegotiating Reimbursement
Lovetf Responds to Increase in HBIFRNs

Current Commercial Payer Badds Future HDHP Negotiation Strategy
[ ]
A 1.3 (CosBayer X ]
Patient
B 1.4 (Cost) Payer X HDHP $5 K Deductible
C 1.5(Cost) _ e T -
0| & (I PRI
D 1.6 (Cost) Payer Y mt M
Hospital Employer
E 1.7 (Cost) Payer Responsible for At-risk for
obtaining $2 K up to $3 K

— Case in Brief
Lovett Medical Center
w Two-hospital health system in the East
w Significant increase in HDHP patients causing worry over growing bad debt frepayself
population in down economy
wbhS3I2GA1FIGSR Ay {SLIWSYOSNI wnny @oAGK fFNBSad
expensive band to help offset hospital risk

w Future HDHP negotiations to involve pushing payers to convince employers to retain risk for
portion of patient deductibles

1 Pseudonyrk-
2 HighDeductible Health Plan.

3 Bands based on volume of services.

© 2010 The Advisory Board Company Source: Financial Leadership Council Interviews and analysis.




#2. Aggressively Discount to Increase Sedfy Collections -1
Avoiding Unwieldy Bills
Capping Total Charges for Uninsured Patients

Uninsured patient accumulates @ tF GASyGQa FyydzZdt Fl Y7
$29,000 in charges income $48,000
7| May 2009
s s s GrossSalary $2,200.0(
! } Statutory Deductions Other Deductions
‘ Federal Income Tax-385  Pretax Medical -170
‘ T [ it State Income Tax -135 401k -140
I N W I — Social Security Tax -120
| Medicare Tax -40
L . NetPay $1,210.0(
Eagleburger Pay date: 5/31/20C
Pay to the order of: John Smith
Twelve hundred ten and 00/10¢ $1,210.00
@ tFGASyG StA3aA6ES F RatienlLdawiréspofsible for
catastrophic protection, limiting $14,400

patient liability to 30 percent of
annual household inconie

1 Balance of account greater than 30% considered charity care.

© 2010 The Advisory Board Company Source: Financial Leadership Council interviews and analysi
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Generous Discounts Drive Cash Collections

SelfPay Collections After Expanding Charity Discounts

SelfPay Cash Collection Bad Debt Charity Care
$8.1 M
$1.8M Increase geiei Decrease $7.2M Increase
$15M : of 20% $5.8M /1 o160 of 13%
2005 2007 (E) 2005 2007 (E) 2005 2007 (E)
— Case in Brief
Keller Health

w 250-bed hospital located in the Northeast
w In 2006, hospital expands its discount program for patients with household incomes up
to 900 percent of the federal poverty level
w Steep discounts lead to increased cash collections as a greater volume of patients pay
their obligations
w In some cases, adjusted patient obligation exceeds state medical assistance program
reimbursement rate

1 Pseudonym.

© 2010 The Advisory Board Company Source: Financial Leadership Council interviews and analys



#3. Facilitate Enrollment in Public Services 13

A Community -Wide Effort to Ensure Enrollment

PRI
AP
il

Social Services
Administration

Jointly-Sponsored Enrollment Fair

AMedicaid
ASCHIP
} AEnsuring Appropriate Care Setting
AExpanding Access to Care
Acareer Counseling
AResume Development
AUnemployment Insurance
Alnformation on Importance of Preventive Care

Health Coverage
NGO

1 {dGFrGS /T KAtRNBYQa 1 SIHtGK Lyadz2NIyOS t NREINI YO
© 2010 The Advisory Board Company Source: Financial Leadership Council Interviews and analysis.
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Hardwire Public Insurance Eligibility Screening Processes

Funding Source Identification Process

3.1 Minutes > \ 40-60 Minutes // >

1) Eligibility Check 2 Fund_lrjg Source 3 ) Program Enroliment
Identification
w Online software tool w Tool produces list of w Staff member calls patient
targeted at uninsured funding sources for to enroll in public
ED patients which patient is eligible insurance program
w Tool prompts financial w Can integrate with w Over 85 percent of
counselor to ask key hospital electronic screened patients enrolled
eligibility-related health record in a funding program
questions
— Case in Brief

Seton Family of Hospitals

w Multihospital system based in Austin, Texas

w Uses screening software to determineselt & LJ 6 ASy GaQ St AIAORAT AL
public funding sources

w Can significantly increase cash collection by helping identify Medicaid reimbursement
dollars retrospectively

1 {GFGS / KAfRNBY Q& | SIfGK LyadsaNIyOS t NRINI YD
© 2010 The Advisory Board Company Source: Financial Leadership Council Interviews and analysis
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Reaping Financial Gain

Percentage of Screened Patients {SG2y 1 2aLhAdlrtQa wsS
Enrolled in a Funding Program Reimbursement from Medicaid
n=118,687
54% 120% 71%

$336 /| increase increase increase
$308

$259

$21
$18

Enrolled $11

Q1 Q2 Q3

02006 @2007

© 2010 The Advisory Board Company Source: Financial Leadership Council Interviews and analysis.



#4. Preservice Estimation and Communication

Campaign to Reduce Patient Bad Debt

16

Doing Cartwheels Over Impact of Patient Payment Estimation on Collections

— Case in Brief

) i

0 @

Regina Medical Center

w 57-bed nonprofit hospital in Hastings, Minnesota

A Leadership taking proactive approach to managing higher patient
financial responsibilities resulting from increasingpayments,
deductibles and cinsurance requirements

A Designed program to inform patients of financial obligations prior to
service and prepare them for payment, and to identify those qualifyir
for Medicaid, uncompensated care, and payment plans

A Not expecting such rapid improvement, hospital Controller offered ta
GR2 | OFNIgKSSte¢ Id I RSLINLYS
initially seemed like an unachievable goal of 75% collections per mo

A A few minor patient complaints at the outset were resolved; a
newspaper praised the program and educated patients; and patient
satisfaction scores have not changed

y G
nth
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Horse Before the Cart: Best in Class Technology

Patient Financial Obligation Rules Enging

Hospital Data Sets Patient Benefits Updates -
Redundant data streams ensuring 95%-+ RealTime
5 . accuracy rates and
D AADT(recurring) timely yearto-date information V Eligibility Verification
AMaster Patient Index V Demographic
A E:/I(;rr:zgcetment Verification
. V Procedure
AcCharge Master Hospital Procedure(s) Updates Authorization
A Hospital Payment Algorithms V Services Calculation
Paver Data Sets |:> AUpdates from Charge Master |:> V Plan Benefits
AInnovative Procedures Grouper to Estimation
AAuto-Login (Web define service bundles S
1
Bpts) _ ! Comprehensive, |
ADirect Cor_mectlons Payer(s) Contracts Updates ! Accurate and Timely !
AEDI Clearinghouse A RealTime Contract Management : Patient Estimate :
Acall Center Updates L )

A Analysis of Claims Histories
A Up-to-date information on contract
allowances

© 2010 The Advisory Board Company Source: Financial Leadership Council Interviews and analysis.
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Timely, Accurate Estimate Empowers Staff and Patients
Good Data Elevates Confidence, Performance of Financial Counselors

Advance Beneficiary Notice Price Estimate
imited Advance Beneficiary Notice (ABN) Price Estimate
Limite Patient Information
exp|anation of Patient Name John Doe
—— Patient Phone (336) 5551234
why procedure ftems or Services: , Account Number 1234 5678 8899
not covered Lumbar and Lumbrosacral fusion Plan Health Plan A, PPQ
sBecause: Patient Type Inpatient
Failed Medical Necessity Date of Admission 05/01/09
J\ Date of Discharge 05/02/09 5} d
Estimated Cost: $60,000 Service Type | roceaure
) Services: Amount ifi
Estimates use / v Lumbar and-umbrosacraFusion  $46,307.90 Spe_CIfIC
Please choose one option. Check on box. Sign & date your chofce. Posterior Technique Spinal Fusion estimate
gross, rather than 0 opti - - . Except Cervical W CC
o ption 1. YES. | want to receive these items or services N . -
net Charges; gIVE‘S Financial Responsibility
| R ibili 43,339.50 .
no estimate for ] option 2. NO. I have decided not to receive these items|or ;::igi?%eedf;?;lgﬂ w :1,000.00 .\ ES“ mate takeS
: Senices. Coinsurance $9,061.58 i
prOfeSSIOHal fees Estimated Total Patient Responsibilii2,968.40 Into account
Date Signature Total Expected Patient Liability $2,968.40 Out-Of-pOCket
Date Signature maximum

Source: American Medical Association, available at: http://www.ama
© 2010 The Advisory Board Company assn.org; Financial Leadership Council interviews and analy:
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Hardwired Process Improves Collections and Alters Expectations
Preservice Notification Prepares Patient to Pay at Rofrbervice

Pre-notification Standardized Collection Process

N

Scheduler notifies patient of
payment responsibility and
payment options prior to service

Sets patient expectations
Expedites registration process
Saves time and resources

Simplifies collection
procedures for employees

V Improves POS collections

< < <KL

Financial Counselors Meet with All Patients

V Clear explanation of price estimate
V Opportunity for patients to ask questions
V Review of options available

© 2010 The Advisory Board Company Source: Financial Leadership Council interviews and analys



