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1 The Economic Outlook — What's Ahead?
We are in the longest and most severe
recession since the Great Depression.

The economy remains very weak:
» High Unemployment
» Weak Housing Market
» Low Consumer Confidence

|§| The Economic Outlook — What’s Ahead?

Recovery will be slow and may take many
years.,

More so now than ever, medical practices
will need to actively manage all aspects of
their business. Well run and efficient
practices will enjoy future success.

: The Healthcare Industry Today

Private Insurance Companies
» Generally, insurance premiums are
increasing on a yearly basis at rates far
higher than the cost of living

This is not sustainable.




The Healthcare Industry Today

Private Insurance Companies
» Although premiums increase year
after year, reimbursement to healthcare
providers is not increasing at the same
rate.

However, the costs of practicing
medicine continue to increase...

' The Healthcare Industry Today

"= Medicare & Medicaid

» The number of patients in these
programs is growing quickly.

» Fraud and abuse within these
programs is widespread.

> Declines in reimbursement is a
distinct possibility.

> The money that funds these
programs is dwindling and more
people are being covered

IS The Healthcare Industry Today

» The population is aging.

» The number of uninsured and
underinsured has increased
dramatically.

» The toll on the available resources is
huge.

» Costs are spiraling out of control.




Maintaining ‘status quo’ is not an
option in today’s environment.

> Being busy does not equate to being
profitable.

» Do not assume that all lines of
business or all of your providers are
making money.

|g| What Can Medical Practices Do?

There are many ways for you to analyze your
practice’s profitability to see where you are
making money.

You have huge amounts of data available to
use. You must learn how to use this data to
benefit your practice and your bottom line!

‘PMxt:  Review Your Financial Statements

It is important to monitor the financial
health of your practice on a regular basis.
Net losses over time can lead to cash flow
problems and, if not addressed, jeopardize
the operation of the practice.




|§| Review Your Financial Statements

Try to get your financial statements from
your accountant (or office staff) on a
timely basis — no later than the 20t of
each month. It is extremely important to
have current financial information
available to use in decision making and
strategic planning.

|§1 Review Your Financial Statements

Balance Sheet: This includes cash
balances and money owed on loans or
lines of credit.

Income Statement: This includes your
revenue and expenses. It also shows
whether you are profitable or not.

Also, review your billing reports to monitor
the practice’s cash flow and A/R balance.
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WSp1:  Revenue

> Don’t leave any $$ on the table.
» Timely and accurate billing is
critical for cash flow and profitability.
» Charge Capture: Make sure your

process is well defined and efficient.
» Automate whenever possible.




{E%@ Revenue

» Work accounts receivable actively
and regularly
» Adequately staff the billing
department
> Work appeals and denials
daily
» Close supervision and
communication of issues

Expenses

The following expense categories make up 80% of
total practice expenses:
" 1) staff Salaries
2) Rent
3) Insurance (Health, General, Malpractice)
4) Medical Supplies and Vaccines

Expenses: Non-Provider Payroll

This should average 18-22% of your
current revenue.

Suggestions:

1) Regularly review staffing needs vs.
current staff to determine if each area is
appropriately staffed.

2} Avoid overtime (at all costs)




Expenses: Rent

This should average 6-8% of your current revenue.

Suggestions:

1) Given the current excess of available real estate,
if your rent appears to be higher than average,
consider renegotiating or moving. You have
more control in this type of economy.

2) Do your homework before you start
negotiations. Study the market in your area to
determine a reasonable price and terms.

Expenses: Insurance

Suggestions:

1) Review all policies on an annual basis (prior to
the renewal date).

2) Consider alternative coverage (HDHP — HSA,
HRA)

3) The portion of the premium paid by the
employees should be reviewed and adjusted
annually to help offset any increases faced by
the practice.

Expenses: Medical Supplies
Sugagestions:

1) Vendors should be price shopped on a regular
basis.

2) Consider on-line vendors. Not only is their
pricing competitive, but some also offer free
shipping.

3) Consider buying in bulk, when possible, and if
storage space is available.

4) Utilize group purchasing arrangements
whenever possible (MCMS Vaccine Program)




Trends and Benchmarking

Performance Standards and Best Practices

» Operational Productivity
> Collections %
> Daysin A/R
» Claims Rejections and Denials

> Provider Productivity
» Scheduling Effectiveness & Profitability

(H & P’s and Consults)

> # of Patients
» # of Procedures

Compare your practice to industry standards
(make sure you look for data relevant to your
specialty and type of practice):

> MGMA

> AGMA

» Medical Society Stats
» Medical Economics

5 Profit Center Accounting

Identify various business segments of your
practice and create financial statements that
show revenues and expenses specific to that
particular segment.

Your accounting software is most likely set up
to handle this type of reporting.

10



Profit Center Accounting

You will be able to determine by segment
where you are profitable and where you are
losing money.

This can greatly assist a medical practice in
planning for the future.

Profit Center Accounting

There are many different ways to segment your
business for purposes of profit center
accounting.

You will need to decide which type and level of
segmentation will work best for your practice.

'g' Profit Center Accounting

 Type of Business Segments:
1) By Department or Service

= Specialty

= Sub-Specialty

= Lab, Radiology, Infusion, injectibles
or Vaccines

= Cash Procedures
= Laser, Cosmetic
= Products
= Sports Physicals
= Medical Record Release & Form

Completion

11



cl

Aed ysed

awnjoA pajejde)

auf] 1dNpo.d J311ied)
(30B22U0D ODIN) J9101ED
ssauisng jo aur Ag (v

:53uawWBag ssauisng jo adAL

Sununodoy Jajua) 3joid

(8uipo) 1B %007) SBUINP3I0Id =
3WNjoA JUdNRed =
Apnposd =
Japinoid Ag (€

S3uaWdag ssauisng Jo adAL

st T,
s "
¢ '
. K
. oS o
O S

8ununoday J1831ud) 3joid

SV =
|endsoH «
uol1ed07 AIAIBS JBYID =
(s93S (1IN J1) UCEIOT 3O =
uonesolAg (z

sjuaWaas ssauisng Jo adAL

8ununoday 4ajud) Njoid I-gl




€l

%5 i NUOTUFO 494D
WUNEE §$ coooU  $ Ll
Woowe § 00 s L
0L KDL IO

phpvy
OBATES s SalTI0A 002} Swnest)  QOTOY 8 VORI UPrlig 808G SWS
000D $ IS PIIHAO 0L
cwoo® 8
0w (a0wsy. Wea) NOu5) IO - G
comow  § D00 gt 31162 ) STV g
coo0es _ $ R CERTORD W)
agQ Aem

WK
ey WO

PN DOME) - VIO

BVILTH POPRIE WGUON SAML 0 S04

0514 PN S8V
ooo0's) ¢ {2077 ooy YN
00000'904 ¢ sesusdx3 (oL
wo00es $ (314 1) Bysueg T ing
0000sE  $ sogddng qvy

(010 "esuedzs #3530 el SORIY)
0000002  $ ARE0TY PERLIIAD
00000008 § sy meL
co0o0L ¢ U] 004 - Q8]
CO/OL/S POPUT S3UON SUIN 8@ 204
Q¥ jo tiskpuy
$IRdesd WP DAY

oo $ 0o s ooNE $ (000 o

CODCOEES  COUDODS:S MO0 § Gu) vecsdug K04

MU0t § 000 $ 000XV § 00 Srveuen verg

QTO0EE § COON0TH § OO0 ormuag

GIOWUEES (0C00SIIS  0OOONLL S MERRANI) Uiy

C3000CS  OODDVEIS  QOUOOUR S O VI 850900 ST

0OC0'IICS  OOC0DESLS  COOOOTSLS BORNCNT (IO KDL

000Et 3 OUITZ §  CoOXSE § (e IR SIS

WoRW § GO § 00T § ey ¥ DAX) swecra 330

OO §  COUTZ §  COGOKZ §  (erweamy o peeng) terking rOpen

U0 $  MUNK $ KON § Oart3) oy

W00WIS  (0U0% $  000OW § (Pen) Cxymug v SORALATS

W0NATT PARLAO 0D
CO0TNS OXOVES GODTXS oy w0y
CITOIVE $ L
Sorudany
*5T T T
oDy
Sy
CORCAS POPR MOuaE Sugy =G 584 *
ALY 49 prewenng awocy i F




How to Use the Data

Deciding on the best way to format your
practice data for review and analysis is only
the first step.

More importantly.....

You will now need to determine how you are
going to use that data to affect practice
profitability.

How to Use the Data

Decision Making

» Continue a line of business or service?

» Close a location?

» Adjust charges?

» Add/Remove Employees or Providers?

» Additional Training?
» Over the Counter Collections (Front Desk)
» Billing and A/R
» Scheduling, Authorizations, & Referrals
» Internal Controls, Processes & Procedures

How to Use the Data

Behavior Modification
» Share Data
> Discuss the Results and Analysis
» Communicate Expectations
» Set Goals that are Achievable
» Monetary Incentives

14



How to Use the Data

Strategic Planning
» Use the Data to Determine Where You
Can Grow Your Business
> New Location
> Expansion of Services or Hours
> Additional Staff & Providers

There are many ways to use your data
meaningfully. By incorporating the
regular review, analysis, and use of
data into your daily and monthly
routine, you greatly increase the
probability of increasing your
practice’s profitability.

Furthermore.....

Once you start this process, it will be
easier to manage and utilize new data
as it becomes available.

15
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