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Reversing the Trend of Bad Debt            

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

 
Revenue Cycle Management and Hospital Financiers Must Confront This Trend Together in Order to Reap its Rewards. 
 

Yes, bad debt is on the rise everywhere 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 impact your hospital’s bad debt. 

 
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 stalemate. 
 
Executive Leadership; Limited 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 with improving the 
hospital’s bottom line by implementing changes and minimizing bad debt by improving collections and patient payment 
communications, and streamlining its charity care programs – 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. 
 
When these Vice Presidents approached the board to secure the actual amount of funds necessary to launch the needed 
changes, the response was most often, ‘show us the savings first, and then we’ll invest in the plan.’ However, without 
sufficient budget, significant savings couldn’t be demonstrated.  
 
Unfortunately, this game of what comes first – savings or budget – has kept many hospitals at an impasse and prevented 
them from achieving the cost savings they all desired. 
 
Breaking the Impasse 
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: 
 
Strategy #1: All Bad Debt Isn’t Bad Debt 
Too often accounts that are tagged as bad debt should never have been in the hospital’s billing system in the first place. 
Often 25-50% of bad debt accounts qualify for government programs, such as Medicaid, or the hospital’s charity care 
program but were not screened properly at registration. 
 
This misclassification can cost hospital hundreds of thousands of dollars, if not millions, over time. Not only do they 
negatively impact a hospital’s financial health, they also 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 patient’s income and demographics 
qualifies 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 remaining accounts that are collectable.  
 
By removing qualifying charity and government 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 charity care program.  
 
 
 

Continued on page 3 
 



               July 2008 
 

                                                                                                                                                                                                                          - 3 - 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
Real-Life Example – Novant Health: 
Since automating its screening process, Novant has more than tripled its number of charity cases and experienced 
a 50% decline in bad debt. For accounts sent out to collections, there is also a greater expectancy for payment as 
we have validated all contact information and provided the initial income screening for determining the patient’s 
ability to pay. 

 
 
Lesson 2: Validate Each Patient’s Identity & 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 hundreds of thousands of dollars of healthcare services from local hospitals. Unfortunately, this case isn’t unique.  
 
Every patient entering the hospital must have their identity validated by a third-party service, regardless of their appearance 
or paperwork. By doing so the hospital can further repel fraud, remain unbiased in their operations, 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 resulted in lower aging of accounts. 
 

Real-Life Example – Mercy Hospital & Medical Center : 
 
As an urban healthcare provider, Mercy’s self-pay patient community is significant. Despite a recent push to have 
every patient present a valid ID, many patients arrive without proper identification. Mercy knew that with accurate 
demographics, they could eliminate 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 by making sure that a 
patient’s date of birth (DOB), Social Security Number (SSN) and the patient’s name match. Registrars are able to 
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 increased patient 
satisfaction at Mercy. 

 
Positioned for Greater Tangible Results  
Revenue cycle executives and board members are often surprised by the savings their organizations 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 government aid or the charity care program, they reduce bad debt AND: 
 

- Reduce processing time per charity account by automating the identification 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: 

o Lower bad debt as a % of revenue 
o % of charity accounts may rise or remain stable, but all charity accounts are assured to fit defined criteria 
o Reduced aging or days in Accounts Receivable, as accounts are moved to charity at the beginning 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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IRS Increases Mileage Rates through Dec. 31, 2008   

  

WASHINGTON — The Internal Revenue Service today announced an increase in the 
optional standard mileage rates for the final six months of 2008. Taxpayers may use the 
optional standard rates to calculate the deductible costs of operating an automobile for 
business, charitable, medical or moving purposes. 

The rate will increase to 58.5 cents a mile for all business miles driven from July 1, 2008, 
through Dec. 31, 2008. This is an increase of eight (8) cents from the 50.5 cent rate in effect 
for the first six months of 2008, as set forth in Rev. Proc. 2007-70. 

In recognition of recent gasoline price increases, the IRS made this special adjustment for the 
final months of 2008. The IRS normally updates the mileage rates once a year in the fall for 
the next calendar year. 

"Rising gas prices are having a major impact on individual Americans. Given the increase in 
prices, the IRS is adjusting the standard mileage rates to better reflect the real cost of 
operating an automobile," said IRS Commissioner Doug Shulman. "We want the 
reimbursement rate to be fair to taxpayers." 

While gasoline is a significant factor in the mileage figure, other items enter into the 
calculation of mileage rates, such as depreciation and insurance and other fixed and variable 
costs. 

The optional business standard mileage rate is used to compute the deductible costs of 
operating an automobile for business use in lieu of tracking actual costs. This rate is also 
used as a benchmark by the federal government and many businesses to reimburse their 
employees for mileage. 

The new six-month rate for computing deductible medical or moving expenses will also 
increase by eight (8) cents to 27 cents a mile, up from 19 cents for the first six months of 
2008. The rate for providing services for charitable organizations is set by statute, not the 
IRS, and remains at 14 cents a mile. 

The new rates are contained in Announcement 2008-63 on the optional standard mileage 
rates. 

Taxpayers always have the option of calculating the actual costs of using their vehicle rather 
than using the standard mileage rates. 

Mileage Rate Changes 

Purpose    Rates 1/1 through 6/30/08   Rates 7/1 through 12/31/08 

Business 50.5 58.5 

  Medical/Moving     19 27 

Charitable 14 14 

 

 

�
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Making a Difference   
By Keith Truax, Senior Revenue Cycle Strategist, SearchAmerica 
 
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.  We don’t have the skills and talents to 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 contemplated 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 organizations, as they are the largest 
segment within the hospital and clinical industry.  Serving their communities in a compassionate 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 was ignored or not paid it’s appropriate due.  In my humble opinion, those 
organizations that have found that right balance are the ones truly living up to the mission and optimizing the 
margin. 
 
Unfortunately, many healthcare organizations have not been able to strike this balance.  Why?  Well, it goes 
back to perspective.  Those that have achieved the mission/margin balance have deliberately chosen to align 
their actions with their missions.   
 
Charity Programs Change Lives – 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 
engagements with healthcare organizations across the country, I’ve heard a variety of reasons for providing or 
not providing charity care respective to an organization’s mission.  These reasons range from “well they’re 
just trying to not pay” to “they didn’t comply with our policy, so they were declined” to “we give enough 
charity”.  Well, I was one of those 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 valuable 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?   
 

Continued on page 6 
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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.   
 
Today’s financial clearing solutions are designed to help you achieve your mission and margin goals. For 
example, they can automate the charity screening process to make “fast-track charity” a reality for your 
organization and permit you to live up to your mission. On the margin side, focused collection can also 
become a reality for your organization and permit you to optimize your margin.   
 
As you can probably tell, I just call it like I see it.  I’ve seen the mission/margin balance become a reality in a 
number of healthcare organizations; but even more importantly, I’ve seen it firsthand. That’s all the proof I 
need to know it works and makes a difference. 
 
If you’d like to learn more about how your hospital can make a difference, please feel free to contact me.  
Please join me and we can make some great things come to reality – sooner than later. 
 
Finally, don’t forget to thank your staff today; it’s their day–to-day efforts that make it happen. 
 

Updates from Tricare  
 
A Provider’s Guide to TriWest’s Behavioral Health R esources  

 
Since October 2001, the U.S. military has deployed more than 1.6 million Service members. Many have deployed for multiple 
tours, and the stress on these service members and their loved ones presents unique health challenges, requiring support from 
many sources.  
 
TriWest Healthcare Alliance has developed a vast Web-based resource in support of emotional health, deployment-related 
issues, addiction recovery, and military youth. These evidence-based resources are compiled on TriWest’s Behavioral Health 
Portal at www.triwest.com.  
 
Navigating Behavioral Health Categories 
Providers will find practice guidelines, assessment tools, and a number of other resources to help providers assist patients 
experiencing depression, stress, Posttraumatic Stress Disorder (PTSD), substance use disorders and more. From locating a 
specialty provider to supporting a family managing behavioral health issues, TriWest is doing its part to direct providers to 
resources and tools that are available. 
 
There are four separate areas of the Behavioral Health Portal for providers: Emotional Well-Being, Deployment, Addiction 
Recovery and Child/Adolescent with a list of topics within each area. For example, Emotional Well-Being contains the 
following topics: 
 

·  Depression     
·  Eating Disorders    
·  Grief 
·  Motivation 

Continued on page 7 
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·  Panic Disorder 
·  PTSD 
·  Sleep 
·  Stress  
·  Suicide 

 
Within each area is an assessment of the topic, how it relates to a TRICARE beneficiary and various tools within each topic 
area. For example, the following tools are available under PTSD: 
 

·  Practice Guidelines. Clinical or practice guidelines bring together the best evidence-based and clinical knowledge 
necessary for sound decision-making about a specific health problem. 

·  Clinical Assessment Tools. Supplies details about treatment plans based on research and established treatment 
strategies and reassessments, including clinician–administered assessments, self-report assessment tools, and 
screening for PTSD in a primary care setting. 

·  Clinician Administered Treatment Resources. This resource list includes the Iraq War Clinician's Guide and links to 
several other manuals focused on exposure therapy and cognitive restructuring. 

·  Self-Help Resources. A variety of patient tools, including fact sheets, videos, books and Web sites, to help support 
and direct treatment for PTSD. 

·  Treatment Options. Review the recommended therapies for treating PTSD, including general information about drug 
therapy. 

·  TRICARE Behavioral Health Benefits. The U.S. Department of Defense military health care system offers 
TRICARE Prime, Extra and Standard benefits to active duty service members, families and retirees. TRICARE 
Reserve Select is a premium-based health plan for Guard and Reserve service members and families. 

 
Along with these Web-based resources, TriWest also offers the Help From Home Deployment Support Video Program. 
Designed to provide deployment support to returning Service members and their families, providers can view this program 
online at www.triwest.com. 
 
The Help From Home video program is comprised of two videos: 
 

·  Getting Home … All the Way Home provides post-deployment support to Service members and discusses common 
symptoms of combat stress and care available. 

·  On the Homefront features personal insights from families across the country that remained at home while a loved 
one deployed. These families offer advice to spouses, children and parents of Service members. 

 
Another Web-based tool is the Access Local and National Resources Today link, where providers can click on their state to 
pinpoint resources in their area that are available to assist TRICARE beneficiaries. It also offers national resources and Armed 
Services sites. 
 
TriWest recognizes that TRICARE beneficiaries have unique needs due to military deployment. TriWest encourages 
TRICARE beneficiaries to talk to their primary care provider if their readjustment following deployment is not going well. The 
behavioral health portal is a clinical and psychosocial resource to help providers who care for military families. 
 
Providers also can register for the secured Web site, which offers features to help ease a provider’s administrative burden. 
Registered providers can:   

·  Verify patient eligibility  
·  Determine status of referrals/authorizations  
·  Submit claims online, view claims and check claim status  
·  Download Explanations of Benefits  
·  See what checks have been issued  

 
TRICARE has created a quick reference guide for behavioral health that offers a summary of benefits. In addition, don’t forget 
to sign up for the TRICARE E-Newsletter that delivers the latest TRICARE program updates every 2-3 weeks via e-mail. 
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HFMA Membership 
 

HFMA National’s On-line Membership Directory  

Have you visited HFMA National’s On-line Membership Directory lately? Here’s the link: http://www.hfma.org/login/index.cfm. When you 
select “HFMA Directory”, not only can you search for members of our chapter, you can also search for all of your HFMA colleagues by 
name, company, and location - regardless of chapter! Using an on-line directory instead of a printed directory ensures that you always 
have the most up-to-date contact information. 

While accessing HFMA National’s On-line Membership Directory, you may view your current contact information and make edits to your 
profile. You can also view any products you have ordered, events you have registered for, your CPE credits, your Founders points, and 
more! 

It is vital that HFMA has your correct information, so please take a moment to review your record now. By doing so, you will ensure that 
HFMA continues to provide you with valuable information and insights that further your success. 

 

Help Wanted 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

CONTROLLER  
St. Joseph Regional Medical Center in Lewiston, Idaho has an exciting opportunity for a Controller with Bachelor’s degree in 
Business Admin., major in Accounting, Finance or Economics and CPA.   Excellent written and verbal communication skills 
required.      Requires four to six years accounting, budget and 3rd party reimbursement experience, with minimum of two years 
in a supervisory position such as Controller in a complex organizational setting, preferably an acute-care hospital.  Experience in 
analyzing and negotiating contracts highly desirable.  The Mission and Philosophy of the Medical Center must be thoroughly 
integrated into the style and philosophy of leadership/management practiced by the incumbent.  Benefit Summary can be viewed 
at www.sjrmc.org.   
 
Nancy Owens, Personnel Dept. 
St. Joseph Regional Medical Center 
415 6th St 
Lewiston ID 83501 
nowens@sjrmc.org 
208-799-5489 
 
CONTROLLER – Butte, MT 
Reporting to the CFO, the Controller oversees and directs all finance activities in a manner that ensures appropriate recognition 
and reporting of all revenue, expense, asset, liability and capital transactions. The Controller oversees and directs general ledger, 
payroll, accounts payable, reimbursement, decision support, productivity, benchmarking and financial analysis activities, in 
addition to working closely with the revenue cycle leader in the analysis of accounts receivables, contractual allowances and bad 
debt write-offs. 
    
REQUIRED:  The following education and experience levels are pertinent to the successful implementation of the Controller’s 
duties:  

�  BA/BS in Business, Finance or Accounting – MBA or MS degree in Accounting or Finance preferred  
�  At least 7 to 10 years experience in progressive management positions in small to mid-sized hospitals or healthcare 

systems or in public accounting  in the area of healthcare financial management  
�  Significant supervisory/management experience   
�  Recent experience in GAAP, internal controls, taxation, reimbursement and related healthcare financial matters 
�  Proficient in Microsoft Excel, Word and PowerPoint 
�  Attention to detail and accuracy a must 
�  Excellent written and oral presentation skills 

For more information please contact Steve Miera at (505) 889-0456 or email smiera@miera.com 
 
For more career opportunities, please visit our website at www.idahohfma.org 
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signed articles or features are those of the 
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