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Washington Hospitals Post Strong 2010 Margins

By David Peel
Publisher and Editor
Washington Healthcare News

Washington  hospitals  posted
strong margins in 2010 as thirty-
seven of the largest forty hospitals
reported positive total margins.
The 2010 figures were similar to
2009, when thirty-six of the largest
forty hospitals reported positive
total margins. See our report on
page five to view other key finan-
cial information.

Compiling the Information

Of the Pacific Northwest States,
Washington is best at making
hospital financial information
available to the general public.
However, it is difficult to report

accurate, comparative financial
information for several reasons:

* Most hospitals report and are
audited on a calendar year ba-
sis. However, some large hos-
pitals report and are audited
on a fiscal year basis, making
comparisons impossible with-
out adjustments.

* All hospitals report to the
Washington State Department
of Health, Center for Health
Statistics (CHS) on a quarterly
basis but the figures are unau-
dited and there’s no require-
ment to restate figures when
adjustments are necessary.

* A few hospitals don’t regularly
meet reporting deadlines.

* Some hospitals and their audi-
tors present dollars received
from tax assessments different-
ly than the way CHS requires it
be presented. CHS considers it
Operating Revenues.

In consideration of these issues, we
compiled quarterly figures from
the CHS web site and prepared a
report similar to the report on page
five. We then sent the report to
hospital representatives at all forty
hospitals and asked them to con-

firm their hospital’s figures. We
also asked for correct figures if the
figures in the report were wrong.

Hospitals with a “*’ to the right
of the name provided a reply and
confirmed or changed their fig-
ures. If a hospital didn’t provide
a reply, or decided to not provide
a reply, there isno “*” to the right
of the name and CHS quarterly
report web site figures were used.
We only had one entity, represent-
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Dear Reader,
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Publisher and Editor

David Peel
Managing Director I send an email to our readers when our web site content chang-
Elizabeth Peel es. Over the last year or so, I’ve included the statement, “The

economy is heating up and healthcare employers are hiring

Contributing Editor again.” This month, one of our readers replied, “The Economy

Nora Haile is Heating Up? Where?” This was a fair response.
Advertising However, this particular reader works in a reasonably large met-
Jennifer Sharp ropolitan area with a 6.7% unemployment rate, well below the
Business Address national average rate of 8.7% for metropolitan areas.' In addi-

631 Sth Avenue tion, the reader has a very high demand occupation.

Kirkland, WA 98033
Contact Information
Phone: 425-577-1334
Fax:  425-242-0452

E-mail: dpeel@wahcnews.com

Since the reader is clearly in good shape with regard to employ-
ment and job security, my assumption is he’s talking about na-
tional economics. Unfortunately, it is nearly impossible to listen
to anything our legislators are currently saying without feeling

like we’re driving off a cliff.

In reality, there are .37 unemployed healthcare workers for every job opening.> We’ve had posi-
tive GDP growth each quarter beginning with the 3rd quarter of 2009.> Most hospitals, plans
and clinics are profitable and forecast the same going forward. Unemployment rates in other
industries are high but increases in private sector hiring are being offset by decreases in govern-
mental hiring making it difficult to reduce the overall unemployment rate.

Web: wahcnews.com
TO GET YOUR COPY

If you would like to be added to the distribution,
go to our web site at www.wahcnews.com, click
on the “subscribe” tab at the top of the page and
enter all information requested. Be sure to let
us know whether you want the hard copy or the
web version.

LETTERS TO THE EDITOR

If you have questions or suggestions regard-
ing the News and its contents, please reply to
dpeel@wahcnews.com.

I think it’s important to consider our personal situation and not let national concerns take over
our thinking, attitude and mindset. We’re fortunate to work in an industry that the recession es-
sentially bypassed and is the focus of much of America’s current and future spending. My cup
is half full.

David Peel, Publisher and Editor

'Bureau of Labor Statistics, May 2011. *The Conference Board’s Help Wanted Online Report, May 2011. *Burea of Economic Analysis, De-
cember 2009.
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ing several hospitals, decide to not
provide a reply.

We left hospitals out of the report
that didn't have complete reporting
on the CHS web site.

Operating Revenues

Operating revenues include inpa-
tient and outpatient revenue for all
patient care services (less deduc-
tions from revenue), tax revenues,
the value of donated commodities,
revenue from non-patient care ser-
vices and sales, and activities to
persons other than patients.

Thirty-six of the forty hospitals
reported higher 2010 operating
revenues than 2009. This demon-
strates, at a minimum, the Wash-
ington hospital industry has lever-
age with payers and can exert a
measure of control over revenues.

Operating Margin

Operating margin is the excess of
revenue over expense except for
net non-operating gains and loss-
es. This is a key financial metric
given it excludes investment gains
and losses, a part of net non-op-
erating gains and losses. Invest-
ment balances have gyrated up and
down since 2008 and can distort
an evaluation of hospital industry
finances.

Twenty-eight of the forty hospitals
reported a lower operating margin
in 2010 compared to 2009. This
is in sharp contrast to 2009 (not
shown) when only eleven of the
largest forty hospitals reported a
lower operating margin than 2008.
Despite an ability to generate in-
creased revenues, in many cases it
was not enough to maintain oper-
ating margins at 2009 levels.

Operating Margin/Operating
Revenue

This statistic, measured as a per-
centage, is one many hospital ad-
ministrators target to measure fi-
nancial health. A range between
4% and 8% 1s considered healthy
and normal for Washington. Per-
centages higher or lower than this
range generally bear further ex-
amination, particularly if it has
occurred over a two year period.
However, that level of analysis is
beyond the scope of this article.

Net Non-Operating Gains and
Losses

Revenue and expenses not direct-
ly tied to patient care, related pa-
tient services, or the sale of related
goods, are net non-operating gains
and losses. The stock market made
a remarkable rebound in 2009 and
should be considered when com-

paring to 2010 numbers.
Total Margin

The excess of revenue over ex-
penses and gains over losses gen-
erated from all sources is the total
margin. Twenty-three of the forty
hospitals reported a lower total
margin in 2010 than 2009. This
can be compared to 2009 (not
shown) when only seven of the
forty hospitals reported a lower to-
tal margin than 2008.

Final Observations

Washington hospitals are in good
financial shape and have demon-
strated the ability to exert control
over revenues and expenses. How-
ever, the trend downward in total
operating margin 1is concerning
in light of healthcare reform and
state and federal cuts targeting re-
imbursement to hospitals.

When it’s your license, your hospital
privileges, employment, or your provider
status at stake, you need your lawyer.

MALPRACTICE DEFENSE, DISCIPLINARY INVESTIGATIONS & ACTIONS,
HOSPITAL PRIVILEGING, EMPLOYMENT ISSUES, PROVIDER PLAN DISPUTES

Contact: Thomas H. Fain
206-749-0094

701 Fifth Ave., Suite 4650

Seattle, WA 98104 www.favfirm.com

F FAIN
A | ANDERSON
V VANDERHOEF pi.ic




Volume 6, Issue 8

6L8°T
759°9-
T50°TT
-
86
€T
S86°1-
69¢-
68T°1
YL 1-
96¢°1-
125°8-
09%°TI
1TL'S-
1es'e-
9LET
$L9°¢-
P6°S1-
9699
SI¥CI-
78S
66S°1€
0 0€-
78S°S
0L0°€
SLY'S
S6£°T
6£0°CT
L66°9
TeL'L
$90°s€
6€1°8-
LY1°TT
LIT8I-
TIL'L
88T Th-
890°9¢-
12el-
€59~
8SH'L-
Aguey)

vTL'e
9€8°9
616°¢1-
SPI°LL
G88°L
8KEY
yIIS
SI0°T
PEY'ST
61791
2029
STI'TI
868-
L08'8T
LSY'TY
1167
£60°0€
TeE'L
9IT'L-
TLETE
LYO'LT
L96°S1-
L9Y'801
7LO9T
LLY'ST
7E6°El
00t
S8T61
YEY'S
LY8LT
066°T1
TSE°LE
796 0L
86€£°0L
6¥T'St
00t°201
00€°ST
¥97°€9
Sy
6817 vl
60/71 ALA
uISIep [€)0],

€09°S
¥81
PEI'8
90501
£€8°8
STTT
6T1°¢
9%9
€2L91
SLY'PL
9h8Y
$09°C
T09°11
980°€T
9€6°8€
SEST
619
209°8-
0TS~
LS6°61
1€9°L1
T€9°S1
LTO'8L
859°1T
LYL'81
609°61
S6LYT
yee
1€7°ST
SIT°0T
SSO°LY
€1T°6T
111°€8
18T°CS
196°CS
TI09
89L°0C-
£76°19
66L°TY
1€0°LET
01/21 ALA

0 0 0
LES 069 LTT1
8L 89 918
0 0 0
69C°C 95S ST8°T
861- 959 85t
998 YTET 061°C
0 0 0
v61- 6" €0T-
T6€ 901% 861
8701~ LT6'Y 6L8°¢
0L9 Ly~ €29
176°€ SO1°C- 9€8°1
0T 1z [I=
688°1 011°€ 6667
89L- €6L ST
yev'e- 434! 8668
PLTT 670°1 €T€°T
0 0 0
£TH'8- €9Y'S1 0v0°L
¥29- 0€LT 901°C
9TLLI 17S°L1- SLT
Sv'ST- 6TLTh P8TLI
81 321 19€°1
850°9 L68°T- 191°¢
0 0 0
8L- YLT- 950°1-
L66°€T 1€0°L1- 9969
768°S¢ Shi'6- LT
061°C- 961~ 989°C-
9LS T w9 81C°TH
8re- 16 16€°¢-
129 9€€y LS6'Y
81~ €9¢- 11t~
019°s £0¥°9 €10l
8.8°9C- SS1°9¢ LLT'6
6CT'L- 9L9°9 £66-
8ILT 861°¢ 916°S
6€8°¢ 69 806°¢
0$5°9T- LESIL L8661
a3ueyd  60/¢I ALA  OL/TI ALA

sassor /suren) SunerddQ-uoN JON

%L°0 %E’S %09
%99~ %L’S %01~
%6'9C %S°0C- %9
%S0~ %¢€'6 %88
%L’0~ %¥'S %8'%
%L1~ %1€ %¥'1
%l'T %8'T %L0
%€ 0~ %80 %S0
%L0~ %1°Cl %¥ 11
%0°C %I1°8 %19
%C 0~ %L’0 %S0
%61~ %09 %L1
%v'y %L'0 %l'S
%T€ %l1'S1 %611
%S'T %9'L1 %l'ST
%L’0~ %81 %11
%0~ %SL %l'L
%69~ %S %b -
%6'C %C' ¢ %C 0~
%0°C %99 YLy
%1°C %€'L %NTS
%Ly %S0 %T'S
%0°€~ %8'1C %881
%P1 %9'% %09
%€’ 1~ %9°S %€V
%P1 %L'€ %0°S
%S0 %19 %99
%60~ %€'6 %¢E'8
%0°L~ %ty %9°C
%S 1~ %9'v %0°€
%b1- %E'T %60
%T'1- %L %T9
%0°T %911 %9°CL
%6°C %011 %08
%C0 %S°S %L'S
%S'T %C'6 %99
YL €~ %l'l %9°C
%60~ %L’L %89
%T'1- %8S %9'v
%L1 %L %06
auey) 60/7T ALA  0I/TI ALA

$aNuIAdY Sunerado/uiiey *do

960°1
881°L-
SOE'IT
wW9-
12€°1-
ST6'1-
168°C-
69¢-
4 Al
SEIT-
80¢-
161°6
6158
7
01%'s-
809°1-
1T
8ITLI-
969°9
766°¢-
ST Y-
788°€l
S667-
996°S
886°C-
SLY'S
LLIE
LS6°1-
S68°8C-
TS
1159
959~
STSII
690°81-
101°C
01t'S1-
6£8°8C-
6€0°t-
7678~
T60°61
JSuey,

*SO0INOS [[ WO} POJRIGUIT SISSO] JOAO SUIe3 pue dsuadXd IOAO ONUIAI JO SSIOXQ A [, -ULSIDJY [PIO] "SPOOT PAJe[al JO d[es
A} 10 SO91AIRS Juoned pajear ‘ared juoned 0) paje[or A[30a1Ip jou oIe Jey) [e3dsoy  Jo sosuadXo pue onudAI [, [SasSo7/suins) Sunp.iado-uop sosso] pue sured Sunerodo-uou 10y 1dooxd 9suadXo JOA0 ONUIAI JO SSIOXQ A, -uISivpy Suyv.ad() “syuened uey) 19730
suos1ad 0) SONIANOE pue safes pue sjudled 0} $901AISS 2IBD JuaNed-UOU WO SNUIAI ‘SINIPOWIIOD PAIRUOP JO AN[BA Y} ‘SONUIADI XE) ‘(SNUIASI WO} SUOHONPIP SSI]) SIOIAIAS 2180 Judned [[e 10} anudAdl juanedino pue jusnedu] :sanuaaay Suiypiadp :K1essorn

'sain3y papodar HO dY) PA10aLI0d IO PAULIYUOD I3Y1Id pue [e1idsoy ay) woiy Aod1ip papiaoid a1om sasig,
*2 B )1 PAI0UI00J SSI[UN (7 ‘8T dunf Jo Se d31s qam sonsners (SHO HOA) WIBIH 10§ 191ud) [y Jo Juauneddq 21e1S YA\ Y1 wody sang1 g,

LOSy €09°S
SP1°9 €701~
L86°€1- 8I€°L
8111 90S°01
8TE°L L00'9
769°€ LOLT
06L°€ 6€6
SI0°1 99
329! ST6'91
eIrel 8L6°6
SLT1 L96
TLITL 186°1
LYT1 99L°6
878'ST L80°€T
LYE°6E LE6'EE
8111 015°T
T99°LT 1TH'LT
€679 ST6°01-
91T'L~ 0Ts-
60691 L16°TL
LLL61 STSSI
SLST LSY'ST
8€L°S9 £7L°09
TELYT L6T°0T
PLS'ST 98S°G1
$€6°C1 609°61
¥L9°TT 168°ST
91€9¢ 65€YE
6L8LT 910°T1-
£7E8I 108°C1
8yE 11 LESY
19T°LE S09°C€E
87999 €S1°8L
19L°0L 769°TS
LY8°8E 87601
S¥T99 SE8°0S
¥79°8 SIT0T-
99009 LT0°9S
€8€°LY 168°8€
T56°L9 770°L8
D 6021 ALA  OI/ZI ALA
uisaey SunerdQ

LE9'8 71SH8

69C- 70T'801
¥h0°LYy SS1°89

[S9 9€9°611
665°8- SLLVET
0zr'9 9¥6°611
SSTl OFIPET
00L°TT vLO'STI
SPL0T 0L6°LT1
89171 LOT 611
60€°S 106FL1
Wl 679°981
TEETI TOS'SLI
y6v'€ 801°161
88€°1 LT0%€TT
IL1E 69€°9C
81L°0T Y9L'SET
8¢1- £2€°0ST
9LS°1T 900°62¢C
$69°1CT ¥16°SST
LTY9T S6LILT
L61°TT- 208°02€
69L°1T T6T°10€
€25°0T LIT'LTE
$99°0€ 7€6°67€
S19°%6 6T1°08€
#0S°81 T9T°TLE
60t°61 TLS'TOE
LITTT 799901
99€°1C YrL 10y
€85°C¢ L99 V61
SP1°9T 79L°10S
SE6°SH 96S°TLS
06T° 11 0€9%+9
706°%1 969°00L
€LT Y 816°€TL
£PEET TH6'vSL
€9T°cy YLV TSL
128°C€ 1€6°618
LOO T 9T0°LT6

dueyd  60/71 ALA

1S1°€6
SE6°LOT
661°ST1
169611
9L1°9T1
99¢€°9C1
S6E°SET
PLLOET
SIL'8FT
SLY'E9T
012081
16L°981
$€8°061
209761
SI¥'PTT
0tS°62T
89T
S81°0ST
785°0ST
809°LLT
TTT'86T
S09°86C
190°€T€
0r9°LEE
665°09€
¥0°06€
99L°06€
186111
6LLLTY
orr'eey
0ST°LTS
606°LTS
167819
026°SS9
009°S1L
12T°89L
S8T'8LL
LEL'STS
TSL'TS8
£€0°896
01/Z1 ALA

SINUIAIY SuperddQ

(SANUAAYY SuneaddQ (107 Aq panios s[edsoH 1sd3.ae| 3104

(5:000) SIMSAY [erueUL] [e)IdSOH 9)€)S UOISUIYSEAN

I9)Ud)) [BIIPSIA 29 [eNdsO Ao[[eA
JJendsoy Aunwiwo)) 10gieH skein
c[endsop Auoypuy 1§

I9JUQ)) [BIIPOJA] [BUOITIY BUWINEA
AU)) [EOIPIA AIRJA 1S 99UAPIAOI]
[edSOH [eIoUaD) JOIMOUUY

AU [eorpajy drdwik|o

10JU9)) [EIIPAJA] [BUOISY WINqny
Jendso] eIenua)) 20udPIAOIJ
J[BNdsop are[) 1S

[endsop] uojSurysepy [enu)
J[endso Ajiwe AJOH 99UapIAOL]
J[endsoy y9a1) uowes Aoe3a]
(Jendso suaIp[Iy) d8pug Arey
(eNdsoy spuer] 1§

101D [BOIPAN SUIYSIH

I0JUR)) [BIIPAJA] UYO[ IS (I[EAHAIEdJ
[endsOH 1SoMYyLION

IS)UR)) [BOIPSJAl SSAUOOBI

A10JUD)) [EIIPIA] [BUOISDY 09[pe]
QOUBI[[Y dIB)) 100UR)) 9[1NLAS

[e31dSOH] [eLIOWOA AJ[[BA BWDEA
JeI1dSOH UE)LIBWIES POOL) QIBON[NAL
JITH A1194D) UsIpams

I0JUR)) [BIIPOJA UOSLLIF]

I9JUR)) [BIIPAJA Ydasof IS (I[eAHAEdJ
[eNdsSOH 10124 1S 99UAPIAOI]

A10JUD)) [BIIPIIA [e3IdSO OYE[IOAQ
10JU9)) [BIIPIJA] [EIASOH USITIOAT
I9)UI)) [BOIPIIA Ad[[BA

1)) [BOIPAJA] ISOMIINOS [HBIHIEIJ
MRIOAT 101U9)) [BIIPIJA S 9UIPIAOI]
;BUWIOJE], - I0JUQ)) [eIIPAJN Ydasof 1S
[e3dSOH I0WUL[Y [BIOUALD) BUIOJR],
10)UD)) [BIIPIA MESH PAIOES JOUIPIAOIJ
J[eNdsoH s,ua1pyIyD aeas

I0JUQ)) [BIIPIJA MIIAIOQIEH

‘1)) [BOIPIA UOITUIYSBA\ JO ANISIOATUN)
AU [BIIPAJA UOSEIA] BIUISIIA

ZITH 3811 YSIPaMS

Jure rejdsoy



Healthcare Law

Washington Healthcare News | August 2011 | wahcnews.com

When the Commission Calls

By Tom Fain
Member
Fain Anderson VanDerhoef, PLLC

Darrel Royal used to have a say-
ing about a forward pass: “Three
things can happen, and two of
them are bad.” The same saying
applies to an investigation by the
Medical Quality Assurance Com-
mission — three things can happen,
and two of them are bad. An inves-
tigation can lead to either: 1) clo-
sure (good), or 2) a Stipulation to
Informal Disposition (bad), or 3) a
Statement of Charges (really bad).

You have to cooperate — but so do
they. Whenever an MQAC inves-
tigation is undertaken, a physician
has a duty to cooperate with the
investigation, including a duty to
provide information to the Com-
mission. A failure to cooperate
can even lead to its own sanctions.
HOWEVER, because state dis-

ciplinary proceedings are quasi-
criminal in nature, the physician
has a constitutional right to consult
with an attorney, and a legal right
to know what the allegations are,
before he has to respond to ques-
tioning.

Investigations are always serious
business. To appreciate the seri-
ousness of the disciplinary process,
look at the sanctions the Commis-
sion is authorized to take, includ-
ing restriction, suspension or revo-
cation of your license. No sanction
is without consequence. With the
multitude of provider plans fund-
ing reimbursement, the conse-
quences of any discipline may be
significant. Some plans provide for
a termination of credentials for any
sanction, while others may limit
termination to specific sanctions
such as revocation or suspension.
These same concerns may arise
with credentialing for hospital
privileges, employment by your
group, or even your board certifi-
cation.

Notice. Most (but not all) investi-
gations start with written notice.
But the notice doesn’t tell you
what the investigation is about.
The notice will even tell you that
you are free to submit a response
at this time. DON’T! Instead, wait
until you know the issues.

Investigations then progress to ei-
ther: a) an inquiry letter asking for

-6-

a written explanation, or b) a per-
sonal visit from the investigator.

The Inquiry Letter. If you get an
inquiry letter, it will inform you of
the nature of the complaint.! This
is your chance to tell your story.
Tell it wisely. The quality of your
response is largely determinative
of what steps the Commission
takes next. Before submitting a re-
sponse, you should review the en-
tire chart of the patient(s) involved,
consult counsel (and maybe even
a colleague) and consider con-
ducting a literature search to sup-
port your decisions. Your response
can have even farther-reaching
effect. SHB 1403 went into ef-
fect July 22, 2011 to require that
copies of your reply to an inquiry
letter be provided to the complain-
ant. Not only can the MQAC use
a poorly drafted response against
you in a disciplinary proceeding,
but the complainant can use your
response against you in a medical
malpractice case.

The Interview. If the investigator
drops by for a visit, it is not just
a social call. He has reviewed
the file, and everything the com-
plainant has said about you, long
before the visit. You, on the other
hand, probably haven’t seen the
patient for quite some time, and
have little recollection of the care
or issues involved. Now is not the
time to demonstrate your skills at
extemporaneous speaking. If you



haven’t already done so, get a law-
yer now.

Politely inform the investigator
that you do want to cooperate,
but that you also want a reason-
able opportunity to consult with
counsel and review the allegations
and chart before responding. Oth-
erwise, listen — don’t talk. If the
investigator has not by now pre-
sented you with a letter outlining
the allegations to which you are to
respond, now is the time to ask for
it (he has it with him). Then, set up
an appointment in the near future
that provides you with an oppor-
tunity to review the records, meet
with counsel, and adequately pre-
pare for the interview.

But lawyers cost money. True.
However, most professional liabil-
ity policies provide coverage for
legal expenses associated with dis-
ciplinary proceedings. Some have
deductibles, some have caps, some
are direct pay, and some are reim-
bursement. If your lawyer doesn’t
mention this to you, be sure to
mention it to him. If your insur-
ance company prefers a certain
lawyer, find out why. If you prefer
someone else, insist on the right to
use him or her. It is your license at
stake, not theirs.

Tom Fain is a member of the Seattle
law firm Fain Anderson VanDer-
hoef, PLLC, a Fellow in the Ameri-
can College of Trial Lawyers, and
an Advocate in the American Board
of Trial Advocates. Fain has tried
cases in state and federal courts
and administrative agencies. He
has represented hundreds of health
care professionals over the past 35
vears, and tried their cases before
civil juries, professional disciplin-
ary boards, hospital fair hearing

panels and provider plan panels.
The firms attorneys deal exten-
sively with professional liability
and disciplinary matters on a daily
basis. The firm website is www.fa-
vfirm.com.
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The actual complaint may not be pro-
vided with the inquiry. If it is only para-
phrased, the actual complaint should be
requested. It is not exempt from disclo-
sure. The DOH sometimes does not agree
with this position, but (in my humble
opinion) they are wrong.

We protect your future.

So you can protect theirs.

Treating your patients means first caring for your business—and
ensuring its financial health for decades to come.

We've helped hospitals nationwide strengthen their financial
operations. Discover how we can make a difference to yours.

WWW.MOSSADAMS.COM
healthcare@mossadams.com

MOSS-ADAMS ..»
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ACOs and Shared Savings: Making a New
Health Care Model Work

Partner, National Health Care
Practice Leader
Moss Adams LLP

Health care reform has always
been complicated, but the com-
plexity is escalating at an acceler-
ated pace.

One of the reasons for this grow-
ing intricacy is the Patient Pro-
tection and Affordable Care Act
(PPACA), enacted in March 2010,
which requires the Department of
Health and Human Services to es-
tablish a Medicare Shared Savings
Program by the start of 2012.

The Shared Savings Program is
designed to encourage physicians,
hospitals, and certain other types
of providers and suppliers to form
accountable care organizations

(ACOs) that deliver cost-effective,
coordinated care to Medicare ben-
eficiaries.

The PPACA established the ad-
ministrative framework for this
new health care architecture, but
the proposed rules were only re-
cently released by the Centers for
Medicare & Medicaid Services
(CMS). These proposed rules lay
out the specifics when it comes to
formation of an ACO, Medicare
beneficiary assignment, establish-
ment of quality standards, incen-
tive payments, and the monitoring
of ACOs, among other issues.

For those providers who want to
take part in the Medicare Shared
Savings Program, CMS has set a
high bar. The proposed govern-
ment rules say that ACOs must
demonstrate a commitment to ev-
idence-based medicine, work hard
to stimulate beneficiary engage-
ment, rigorously report on quality
and cost metrics, and show a defi-
nite willingness to coordinate care.

The biggest hurdle for ACOs,
however, may well be the CMS
requirement that calls for a serious
embrace of patient-centric care.
According to CMS, an ACO is pa-
tient-centered if it:

* Has a beneficiary care survey

* Allows patient involvement in
-8-

its governance

* Shows an ability to evaluate
and address the health needs of
an assigned population group

* Provides the tools to identify
high-risk patients

* Offers a cogent process for
communicating and sharing
decisions with patients

e Uses electronic health records
in a meaningful way

e Has established written stan-
dards and a method of measur-
ing physician performance

Not surprisingly, CMS predicts
that only 75 to 150 Medicare
ACOs will ultimately be formed.
So, with 230,000 medical practices
and 5,800 hospitals in the United
States, most providers won’t be
part of a qualifying Medicare
ACO. But you may be putting your
organization’s future in jeopardy if
you assume this permits you to ig-
nore what could ultimately prove
to be one of the most significant
health care transformations in the
history of the United States.

Indeed, ACOs and the Shared Sav-
ings Program are here to stay—re-
gardless of any revisions that may
eventually be made to the PPACA.
This model for reimbursement and



health care delivery is already be-
ing embraced by a number of vi-
sionary providers, including some
commercial insurance carriers.
Additionally, certain states, such
as Oregon, are already busy de-
veloping similar vehicles for the
Medicaid population.

A deep understanding of the
changing health care environment
will be critical to proactively con-
trolling the future of your orga-
nization. It may be the difference
between sitting at the table, ag-
gressively participating in the pro-
cess, or lying on the table, waiting
to be carved up and hollowed out
by stronger competitors who are
able to harness the latest dynamics
of a changing health care world.

These dynamics revolve around
two key risk areas: performance
and utilization. Successful ACOs
will be built around an acute care
enterprise that provides excep-
tional service as effectively and
efficiently as possible. Successful
ACOs will also require establish-
ing comprehensive ambulatory
medical networks that consist of
robust primary care platforms
geared toward population health
management. ACOs must decrease
the cost of care per patient while
attempting to increase appropriate
utilization by accessing a larger
panel of patients.

Here’s a strategic checklist de-
signed to help early-stage ACOs
cope—and thrive—in the new
health care environment that’s
clearly taking hold:

* Assess your ACO “assets” as
well as “liabilities” and proac-
tively determine where you fit
in the emerging landscape.

Remember that primary care
and the connection to patients
is still the key driver.

Change your mind-set to view
traditional profit centers as cost
centers.

Focus on the fact that high-
quality medical care should re-
sult in lower cost.
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Understand that the majority
of health care outlays are spent
treating what are essentially
preventable diseases, such as
obesity, smoking, high blood
pressure, high blood sugar,
and high cholesterol. To have
a meaningful impact on these
conditions, you must help pa-
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Please see> ACOs, P14
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At Stoel Rives, we understand that your benefits
and compensation program doesn’t exist in a
vacuum. It intersects with your tax accounting,
employee retention, financial projections and
much more. That’s why our experienced
Employee Benefits attorneys draw on a unique,
multidisciplinary team approach built on long-
term client relationships.

We place a premium on technical expertise — each
member of our Employee Benefits team practices
exclusively in employee benefits and executive
compensation. But we also understand that the
economics of benefits planning requires a
common sense approach. Because a solid business

foundation is the best guarantee of looking after
your workforce.
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Moving to a Pay-for-Performance System at
Seattle Children’s

By Steven Hurwitz

Vice President of Human Resources
Seattle Children’s

History

In 2009 Seattle Children’s updated
and revised its compensation prac-
tices to provide managers with bet-
ter tools to recognize and reward
workplace performance for our
more than 4,000 employees.

Before 2009, Children’s perfor-
mance evaluation system oper-
ated on a three-point scale (needs
improvement, meets and exceeds
expectations). Evaluations under
the three-point system resulted in
a significant number of staff re-
ceiving an “exceeds” rating, and
therefore we did not have the abil-
ity to recognize and reward high

levels of performance.
Assessment

Work to improve Children’s per-
formance evaluation system start-
ed with focus groups representing a
cross-section of the organization’s
supervisors, managers and direc-
tors. A senior leadership steering
committee was also established
to provide overall governance and
to endorse recommendations that
would be presented to executive
leadership.

The focus groups uncovered the
need for a better way to identify,
recognize and reward high per-
forming employees. As a result,
the group determined that the fol-
lowing steps should be taken:

* Streamline and standardize job
descriptions to better reflect
key responsibilities, expecta-
tions and desired customer ser-
vice behaviors.

* Refine and implement com-
pensation philosophy to ensure
market competitiveness.

* Develop guidelines to enable
consistent application of com-
pensation decisions impacting
hiring, promotion, payment for
additional work and for salary
increases.

-10-

* Improve correlation between
pay and performance and pro-
vide leaders with tools.

* Improve leadership training.
Development

The outcome of the focus groups
and steering committee meetings
indicated a clear theme: a lack of
standardized systems and process-
es.

We started with revisiting policies
on all salary issues for new hires,
promotions, job reclassifications
and pay for temporary assignments
or for additional work. We devel-
oped a new job description format
(simpler to read) with standardized
qualifications and competencies,
outlining customer service expec-
tations and leadership competen-
cies for management positions.

We also decreased the number of
job descriptions by 47% and stan-
dardized job titling guidelines and
leadership definitions (supervisor,
manager and director) to further
clarify roles. The compensation
team expanded its salary survey
data so that 93% of Children’s
employees were classified in a job
having external benchmark salary
data.

Regular formal management train-



ing covering performance man-
agement, compensation principles,
performance evaluation and other
related topics was instituted. A
SharePoint site was developed to
give managers online access to
policies and guidelines, real-time
salary modeling tools and other
salary administration information,
reports and tools.

In addition to our pay-for-perfor-
mance plan, we implemented an
employee-incentive plan to recog-
nize and reward organization-wide
improvements in patient and fami-
ly experience (satisfaction) scores.

A key change was development
of a new 5-point rating scale with
the following classifications: Non-
Performer; Developing Performer;
Solid Performer; Leading Per-
former; and Top Performer.

The rating scales and definitions
were developed by Children’s
managers and also included “ob-
served or expected behaviors” as-
sociated with each performance
level. They are intended to mea-
sure employee performance based
on Children’s standards and expec-
tations.

The team also developed a merit
matrix that provides salary in-
creases based on performance
rating and employee salary place-
ment within their range (compa-ra-
tio.) For example, top performers
who are low in their salary range
receive increases up to twice the
merit budget, while developing
performers whose salaries are in
the upper portion of their salary
range receive increases that are
half the salary budget.

Results

Results to date have been promis-

ing. The 5-point scale is now fa-
miliar to our employees and has
become easier for our managers
to use. We are now able to reward
our best performers with a large
enough differentiation in annual
increase to make it meaningful.

We have also conducted annual
manager surveys to get their feed-
back on the pay-for-performance
system. Managers have noted an
appreciation for the standard for-

Legal strategies for the
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mat for job description and per-
formance evaluations. They also
feel the new performance levels
have helped identify strong per-
formance and areas for continued
improvement.

As we enter our third year using
this new scale, we continue to
refine and deliver training, espe-
cially to newly hired or appointed
managers.

Please see> Performance, P14
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New Restriction on Billing for Anatomic
Pathology Services

By Jane Pine Wood
Member
McDonald Hopkins LLC

On June 1, 2011, the State of
Washington joined 17 other states
in restricting the ability of physi-
cians to purchase anatomic pathol-
ogy services and re-bill the servic-
es to patients and payors. Prior to
the enactment of House Bill 1190,
which will be codified as a new
section added to Chapter 48.43
RCW, state law did not clearly
prohibit a physician from purchas-
ing an anatomic pathology service
at a discount from a pathology
laboratory or other pathology pro-
vider, marking up the price of the
anatomic pathology service, and
re-billing the service to the physi-
cian’s patients and their payors. A
2005 Washington Attorney Gener-

al Opinion raised serious concerns
regarding this type of arrangement
under the Washington fee splitting
laws, but re-billing with a markup
for purchased anatomic pathology
services continued among many
physicians, most commonly in-
cluding urologists, gastroenterolo-
gists, and dermatologists, absent a
specific statutory prohibition.

This practice of purchasing and
re-billing anatomic pathology ser-
vices with a markup in price has
raised numerous concerns among
medical professionals as well as
legislators. Patients do not have
the benefit of the discounted price
paid by their physician who pur-
chases the services (because the
services are re-billed typically
with a significant markup in price).
The medical decision-making of
the referring physician may be
compromised because of the profit
potential from the billing arrange-
ment. The referring physician may
select the provider of the anatomic
pathology services (which are the
critical diagnostic services with
respect to cancer diagnosis) based
upon the lowest cost to the physi-
cian (thereby permitting the largest
markup in price) rather than on the
basis of quality or turnaround time.
Furthermore, there have been con-
cerns that some physicians may be
more aggressive with respect to bi-
opsy procedures for their patients
(such as a greater number of pros-
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tate specimens taken by urologists)
in order to increase profits from the
billing of the additional pathology
services.

The new Washington law, like the
so-called direct billing laws in
other states, is designed to remove
the profit making potential, and re-
aligns the medical decision making
of the physician with the best in-
terest of the patient. For purposes
of this new law, anatomic pathol-
ogy services include histopathol-
ogy or surgical pathology services,
cytopathology services (which in-
clude Pap smears, for example),
hematology services, subcellular
or molecular pathology services,
and blood banking services. The
new law explains that a labora-
tory or physician, whether located
in Washington or in another state,
that provides anatomic pathology
services for patients who reside in
Washington, may only bill the fol-
lowing persons or entities for the
anatomic pathology services: (a)
the patient, (b) the responsible in-
surer or third party payor, (c) the
hospital, public health clinic, or
non-profit health clinic ordering
such services, (d) the referring lab-
oratory, but excluding a laboratory
in a physician practice that does
not perform the professional com-
ponent of the anatomic pathology
services, or (€) governmental agen-
cies on behalf of the recipient of
the service. The law also explains



that no licensed practitioner in the
state may directly or indirectly bill
for anatomic pathology services
unless such anatomic pathology
services were rendered person-
ally by the licensed practitioner
or under his or her direct supervi-
sion. The new restriction does not
prohibit billing a referring labora-
tory in instances where a specimen
must be sent to the laboratory for
consultation or histologic process-
ing, but this “lab to lab” exemption
does not include a laboratory of a
physician group practice that does
not perform the professional com-
ponent of the anatomic pathology
service.

The reason for excluding phy-
sician practice laboratory that
does not perform the professional
component is that many referring
physician practices have limited
laboratories that perform a narrow
range of clinical laboratory ser-
vices. If physicians were able to
take advantage of the “lab to lab”
exemption under the new law, by
claiming that their practices have
laboratories and they therefore be
permitted to purchase and re-bill
the anatomic pathology service,
the intent of the law could be sub-
verted.

It is important to note that no pa-
tient, insurer, third party payor,
hospital, public health clinic, or
non-profit health clinic is required
to reimburse any licensed practi-
tioner for charges for anatomic pa-
thology services that are submitted
in violation of the new law. More-
over, any licensed practitioner who
violates these provisions is subject
to disciplinary action under the
Washington Medical Practice Act.

Jane Pine Wood is a member of the
national health law practice of Mc-

Donald Hopkins LLC and has been
representing physicians, clinical
and anatomic laboratories, imag-
ing centers, home health agencies,
clinics, hospitals, other healthcare
providers, and professional societ-
ies in corporate, regulatory, reim-
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bursement, contractual, and other
matters for 24 years. The primary
focus of her practice is on issues
affecting pathology providers and
laboratories. She can be reached
at jwood@mcdonaldhopkins.com
or 508-385-5227.
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tients participate in their own
health care process.

* Center physician alignment
structures around premium
partners who share a common
vision.

* Organize around procedur-
alists, who will comprise an
efficient acute care surgical
enterprise, and primary care
physicians, who will operate
an effective ambulatory care
management network.

» Engage stakeholders from mul-
tiple levels and sites of care.

* Choose early strategies that
maximize profitability to pro-
vide funding for longer-term
strategies.

* Synchronize clinical transfor-

mations that reduce demand
with reimbursement changes
that reward efficient utilization
and quality.

* Design payer contracting strat-
egies that create and share
value rather than relying on the
traditional “biggest stick” le-
verage approach.

* Reorient clinical operations
around process design and care
standardization to unlock the
value of information technol-
ogy investments.

» Invest in, and use, data analyt-
ics and business intelligence to
optimize your clinical model
and patient management sys-
tems.

* Budget for technologies that
facilitate remote and virtual

access to medical advice and
monitoring.

There are, without question, sig-
nificant challenges in stepping up
to accountable care. But, in the
words of noted business manage-
ment author Tom Peters, “The
winners of tomorrow will deal
proactively with the chaos per se
as the source of market advantage,
not as a problem to be got around.”

Welcome to the future of health
care.

Chris Rivard has served health
care organizations for more than
25 years. He is a frequent speaker
and author on a variety of topics,
including health care reform and
accountable care organizations.
He can be reached at (509) 834-
2456 or chris.rivard@mossadams.
com.

< Performance, from P11

To address manager paperwork is-
sues, we will continue to stream-
line job descriptions and evalu-
ation forms to give managers
more one-on-one time with their
employees. Finally, considering
our process is paper-based, we are
working on an automated perfor-
mance evaluation system to expe-
dite the process.

Conclusion

The changes Children’s made
to our compensation and perfor-
mance evaluation processes met
the needs identified by our man-
agement focus groups and execu-
tive leadership.

Providing managers with the train-

ing, tools and support they need has
enabled our employees to receive a
more definitive assessment of their
annual performance. Because our
managers created our performance
definitions, the change to the new
rating scale was readily accepted.

Overall, our compensation and
pay-for-performance system is en-
abling Children’s to attract, retain
and reward employee performance
that continues to move us toward
our goal of becoming the best chil-
dren’s hospital.

Steven Hurwitz is currently the
Vice President of Human Re-
sources for Seattle Children’s. He
joined Children's in this role dur-
ing March, 2008 and has overall
responsibility for the Human Re-
source organization Supporting
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the Hospital, Research Institute
and Foundation. He ensures stra-
tegic alignment with his executive
counterparts to ensure that inte-
grated and leveraged solutions
are realized throughout the orga-
nization.

Prior to joining Children’s, Hur-
witz worked at Starbucks Coffee
for 9 years with his last role being
Vice President, Human Resources.
He also brings diverse HR experi-
ence from working at Macrome-
dia Corporation, Nabisco Biscuit
Company, and Harris Corpora-
tion. In these previous roles, He
led major projects in the areas of
Performance management, Suc-
cession planning, HR strategic
planning, Global compensation,
Organization development and
Employee/union relations.
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PeaceHealth

REGIONAL MEDICAL DIRECTOR

Longview, Washington

PeaceHealth is a nonprofit, mission and values-oriented regional healthcare deliv-
ery system with operations in Washington, Oregon, and Alaska. Our core values
are: respect for individual dignity and worth, collaboration, stewardship, and social
justice. In Longview, WA, PeaceHealth consists of a 200-bed Level lll Trauma and
Medical Center, and a growing 120+ multi-specialty practice PeaceHealth Medical
Group(PHMG). This is an exciting time to join PeaceHealth!

This is a new position that will have both system level and regional leadership
responsibilities focused on system-wide standards, strategies, and objectives for op-
erational, financial, and clinical performance aligning PHMG mission, vision, values,
and strategic goals with needs of patients and caregivers in local markets and com-
munities. This position reports dually to the PHMG CEO and the Regional CEO.

Requirements: MD or DO and a minimum of 7 years experience in healthcare,
with at least 3 years progressive leadership experience in a large multi-specialty
medical group; experience implementing evidence based protocols into clinical
practice in multi-site, multi-specialty medical groups, and integrated delivery sys-

tem.

Apply online at: www.peacehealth.org/careers

Inquiries to: dtroyer@peacehealth.org

Chief Executive Officer
(Brewster, WA)

Position Summary: To implement the strategic goals and objec-
tives of Okanogan Douglas District Hospital. Enable the Board of
Directors to fulfill its governance function. To give direction and
leadership toward the achievement of the hospital’s philosophy,
mission, strategy, and its annual goals and objectives.

Essential Job Duties: The CEO effectively oversees the hos-
pital administration to ensure its efficiency and operations,
leadership, organizational goals, strategic planning, operates
consistently and ethically within the mission and values of the
hospital and conform to the current laws and regulations. Sup-
ports operations and administration of Board by advising and in-
forming Board members and interfacing between Board and staff.
Oversees design, marketing, promotion, delivery and quality of
programs, products and services. The CEO sets the direction for
all strategic planning and delegates related duties to appropriate
staff. The CEO develops budgets, forms partnerships, and imple-
ments a team to steer the hospital accordingly. Creates a vision
that promotes top-quality care and services. Endorses a culture
that creates good morale and security among departments and
staff. Sets the tone for company culture with positive interactions,
effective tolerance, and motivation. Must be available for Admin-
istrative call for the hospital.

Qualifications: Bachelor degree in Business Administration or
Healthcare Administration, or other applicable specialty. A mini-
mum of 5 years experience in a leadership role at the administra-
tive level. Must be in good standing at the employer, community,
state and federal levels.

Interested Candidates may apply in person or by mailing
their resume to:

Okanogan Douglas District Hospital
Anita Fisk, HR Generalist
PO Box 577
Brewster, WA 98812
(509) 689-2517 x 3343

r for quicker ion:
Send resume to: afisk@oddh.org
Apply on-line at: www.oddh.org

EOE

Controller
(Wenatchee, WA)

The Controller will provide leadership for the Finance
Department and will maintain agency financial infor-
mation, prepare financial reports, maintain and bal-
ance accounting ledgers and provide direct oversight
of the Purchasing, Accounts Payable, Cash Receipts,
Payroll and General Ledger functions. The Controller
is responsible for maintaining compliance with exter-
nal stakeholders by ensuring the accuracy and timeli-
ness of required reporting.

CVCH is a dynamic community health center with
fully integrated EMR. Our services include Medical,
Dental and Behavioral Health services with our main
clinic in Wenatchee and a site in Chelan. We serve
20,000+ people in a geographically stunning part of
the world and are proud to be a progressive group
of mission-focused employees committed to serv-
ing the underserved. We are leaders in the Medical
Home Model, are Joint Commission accredited and
are routinely recognized as one of the highest quality
Community Health Centers in Washington.

The successful candidate will have a Bachelor’s de-
gree in Accounting with five years accounting and
supervisory experience. CPA preferred. Visit our
website at www.cvch.org.

To apply, contact Sarah Wilkinson, HR, @ 509-664-
3587 or swilkinson@cvch.org

Director, Human Resources

Jefferson Healthcare, in Port Townsend, Washington, is
recruiting for a Director, Human Resources.

Jefferson Healthcare is a full service, publicly owned, 37
bed, self supporting acute care hospital.

The hospital has approximately 350 employees and four
clinics.

Jefferson Healthcare has all of the standard acute care
services plus Cardiac Rehab, Chemotherapy, Pulmonary
Rehab, Rehabilitation Services, Support Groups and a
Surgical Center.

The Director, Human Resources supervises a staff of five
employees.

A Bachelor’s Degree in Human Resources is required. Five
or more years of progressive Human Resources experience
in a healthcare facility as a Director or Assistant Director is
also required.

Labor relations experience along with PHR or SPHR is
preferred.

Jefferson Healthcare is very well managed in an idyllic
setting.

For more information please contact:

George C. Deering
President

Deering and Associates
(425) 264-0865 (Office)
(888) 321-6016 (Toll Free)

Director, Corporate

Communications & Marketing
(Oakland, CA)

Reporting to the Chief Strategy & Integration Officer, this posi-
tion is responsible for the development and management of an
integrated marketing/public relations communications strategy
designed to enhance Alameda County Medical Center’s (ACMC)
reputation within key target communities. The successful candi-
date will provide strategic leadership for the design and growth
of system-wide corporate communication priorities that support
ACMC’s senior management, business mission and objectives.
Involves oversight of all digital/traditional advertising, website de-
velopment and public relations activities -- media relations, public
affairs, internal communications, community relations, etc. -- as
well as development/maintenance of relationships with key public
officials, community organizations and advocacy groups.

The qualified professional will have a minimum of 7-10 years
marketing and/or public relations experience in a corporate or
agency environment; healthcare background strongly desired.
Also requires a Bachelor’'s degree in Marketing, Public Rela-
tions, Communications, Journalism or a related field; Master’s
degree preferred. You must be a proven leader with exceptional
networking and team building skills, as well as expertise in the
development and evaluation of strategic communications plans.
Excellent presentation and verbal/written communication skills
are essential.

Fulfill your career goals while enjoying a stimulating work
environment and excellent benefits.

To learn more about this position and to apply online,
please visit us at

www.acmedctr.org and reference Req# 8370.

We are an equal opportunity employer.
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