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P
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hair 

D
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U
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Lecture O
bjectives 

You are a C
E

O
! 

• Fiscal com
petency &

 credibility 
• D

epartm
ental accounting 101 

• B
illing &

 collections basics 
• G

ood business practices &
 fraud 



N
o C

onflicts of Interest 



N
ew

 C
hair 

R
equesting Funding 

 





If you have seen one 
academ

ic departm
ent  

 
you have seen one 

academ
ic departm

ent. 

B
ut  

 

Fiscal C
om

petency &
 C

redibility 



S
om

e U
niversal Facts 

•B
ig m

oney at stake ~$20-$100 m
illion 

•$120,000 institutional support/FTE
* 

•H
ealth care expenditure under siege 

•U
ncertainty w

ith insurance reform
 

•G
reater dem

ands for service 
  

*K
heterpal: A

&
A 2011 



Ideal 
D

epartm
ent D

epartm
ent 

Future 
D

epartm
ent 

M
ission Statem

ent 
Strategy 

C
om

pensation 
Plan 

K
. R

aven p. com
m

 



Ideal C
om

pensation P
lan 

•E
asy to understand 

•Incents desired behavior 
•O

bjective &
 consistent (fair) 

•Transparent 
•M

arket sensitive (A
A

M
C

, N
IH

)* 



Fiscal C
om

petency 
•M

oney physiology 
•W

here does every $ com
e from

? 
•W

here does every $ go? 
•A

re there $ left behind? 
•A

re the $ best spent? 

Is your departm
ent a good value? 



Fiscal C
om

petency 
Ð

 
C

redibility 

N
egotiating S

uccess 
Ð

 





C
ore P

rinciples 
O

bjectivity 
C

onsistency 
Transparency 



A
ccounting 101 

•C
ash vs. accrual: cash by account 

•P
rofit and loss reports (annualized) 

•R
evenue m

ust cover expenses 
•S

pecial deals aren’t 
•B

ad new
s rarely gets better 

W
hy D

o You C
ost S

o M
uch? 

D
epartm

ental A
ccounting 101 



B
enchm

arking 
•A

A
M

C
 2012 50

th percentile salaries: 
– Instructor  

 
 

 
$298,920 

– A
ssistant P

rofessor  
$323,300 

– A
ssociate P

rofessor  
$347,680 

– P
rofessor  

 
 

 
$364,640 

M
G

M
A

: 80%
 C

linical C
om

m
itm

ent 



Faculty C
ost/O

R
 

•215 available w
orkdays/yr 

•0.8 x 215 = 172 clinical days/yr 
•R

ank averaged salary $340,000 
•17%

 benefit costs $57,800 
•249/172 = 1.45 faculty/site 

 
1.45 x ($397,800) = $576,810/O

R
 



B
enefits of B

enchm
arks 

•N
ational standards 

•E
asily available 

•Fairness argum
ent &

 perception 
•B

A
N

TA
 resource – your red line 

B
ut  

 



O
R

 U
tilization 

•80%
 occupancy about “ideal” (7-3) 

– In room
 tim

e during benchm
ark period 

– N
o credit for use at other tim

es/give backs 
•U

nits/hr O
R

, service &
 surgeon/O

R
 (7-3) 

•$/hr by service &
 surgeon/O

R
 (7-3) 

•$ &
 units/hr by service &

 surgeon (>3) 
•$ &

 units/hr for call team
 nites &

 w
kends 



• C
M

S
 assigned tim

e for C
P

T code vs. actual 

• 1 yr data from
 2 academ

ic hospitals 

• A
dditional costs $672,000 to $1,688,000 





R
isk sharing? 



M
edicare Inequities 

•July 2007 G
A

O
 report: 

– A
nesthesia paid 33%

 of m
arket 

– O
ther physicians 80%

 of m
arket 

• 3 or 4 residents: paym
ent decrease 

•B
undling all services 

U
niform

 %
 M

edicare – N
o G

o Zone 



Is every billable 
service  
billed? 

B
illing &

 C
ollections B

asics 



R
econciliations 

S
urgery S

chedule A
nesthesia R

ecords 

P
harm

acy B
illings 

O
perative N

otes 

P
rocedure N

otes 



R
evenue C

ycle P
repared by K

. W
ethington, M

D
 



A
ccounts R

eceivable (A
R

) 
B

illed am
ount: 

 
 

✓
not yet paid 

 
 

✓
not yet w

ritten off 
 

D
ays in A

R
 

R
atio: A

R
 ÷

 average daily collections 



R
econciliations 

P
rim

ary paym
ent 

A
ppeal paym

ents 

C
o-insurance 

P
atient paym

ents 

C
ollections 

A
m

ount B
illed 

C
ontractuals 



B
illing &

 C
ollections R

eport 
•B

y provider, site, and service 
– C

urrent, ∆, %
FY

TD
, vs. P

rior FY
TD

 
•P

ayer m
etrics 

– D
itto plus A

R
, A

R
>120 days, A

R
 days 

– C
ontract perform

ance 
 

C
ontracting C

om
m

ittee 



B
illing P

erform
ance 

•Lag tim
es: yours (3) &

 theirs (7-10) 
•C

ollections: gross, net, to collections 
•R

ejections: causes and outcom
es 

•C
osts: fixed or %

 collections 
•A

R
 days, aged A

R
, w

rite offs 



B
illing &

C
ollections 

•E
asiest place to lose m

oney 
•B

est place to find m
oney 

•E
asiest place to break the law

 
» S

tart and stop tim
es 

» C
oncurrency 

» M
odifiers 



Fraud 
G

ood B
usiness P

ractice &
 Fraud 



$ Fraud in A
cadem

ics 
O

pportunity P
ressure 

R
ationalization 



O
pportunity 

•A
ccess to: 

✓
 Funds 

✓
 Inventory 

✓
 Transactions 

✓
 P

urchasing C
ards 

 
 



E
xam

ples 
•B

illing agent creates phony 
insurance com

panies – sends 
refunds to them

. 
•P

urchasing agent buys com
puters 

&
 docum

ents deliveries that never 
occurred. 



Im
plications 

•Loss of departm
ent resources 

•Legal entanglem
ents 

•P
rison tim

e for perpetrator 
•D

epartm
ent dem

oralization 
•Loss of your business credibility 
• Loss of your job 
  



G
ood B

usiness P
ractices 

•U
niversity P

olicies &
 P

rocedures 
•S

eparation of duties 
•R

econciliation docum
entation: 

 
O

rders, paym
ents, deliveries 

• R
eporting system

 – shadow
 system

 
• Im

prom
ptu audits  



O
ther P

reventive M
easures 

•Leadership sets the tone 
•W

elcom
e inquires (40%

 tips) 
•Financial transparency 
•C

ross training of personnel 
• D

ocum
ent financial P

&
P

 
  



R
ed Flag W

arnings 
•C

om
plaints, rum

ors, and tips 
•U

nexplained variances from
 budget 

•Lack of reconciliations/docum
ents 

•E
m

ployee declines tim
e aw

ay 
•E

ven am
ounts on checks 

•N
on-original receipts 

 



Tim
ing of D

etection 

2008 R
eport to the N

ation on Fraud 



S
um

m
ary 

•Financial com
petency vital 

•B
enchm

arking is your friend 
•Financial reporting crucial 
•B

illing &
 collections best bet 

•Fraud can be prevented 
 



Fiscal C
om

petency 
Ð

 
C

redibility 

N
egotiating S

uccess 
Ð

 



C
ore P

rinciples 
O

bjectivity 
C

onsistency 
Transparency 



N
ew

 C
hair 

C
oncluding 

N
egotiations 





The E
nd 


