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Informal Poll

• Are self-pay balances a challenge?

• Is your staff trained to collect at the point of service?

• Do you use balance estimation technology?

• Do you perform charity screenings? Upfront?

• What type of payment options do you currently offer?

• Is there an online payment portal?

• Do you promote or advertise any of your financial 
services?
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Learning Objectives

• In today’s session, you will learn more about the 
following issues relevant in today’s marketplace:

– How the healthcare affordability gap is affecting both 
patients and providers

– The rise of consumerism and retailization in healthcare
– Changing demographics and their impact on the industry

– Improving financial performance through patient 
engagement

– Increasing focus on compliance and regulations
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The Healthcare Affordability Gap
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• Half of Americans don’t have enough in savings to 
cover $1000 in unexpected medical expenses1.

• The vast majority of HIX enrollees have chosen silver 
or bronze plans with family deductibles averaging 
$6,078 and $10,386 respectively2.

• 31% of Americans or their family members put off 
medical treatment in 2013 because of cost; 22% for a 
serious condition3.

• Providers collect only 11% of balances larger than 
$5004.
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Sources:
1. Bankrate.com, Money Pulse Survey, Dec. 2015
2. Health and Human Services Department, January 13, 2014
3. Gallup Poll, November 2015
4. Connance, 2014

Presenter
Presentation Notes
The affordability gap is a barrier separating patients and providers due to high out of pocket medical expenses and the difficulty in collecting them.However, one of the drivers of this issue has nothing to do with healthcare at all.Savings is an issue. We’re a country that lives paycheck to paycheck.50% of Americans can’t come up with $2,000 in 30 days – ~25% report income of between $100k-$150k (National Bureau of Economic Research 2013)40% of consumers have medical debt, with a majority owing $2,000 or more (US Census  2011 County Business Patterns)57% of all bankruptcies are due to medical debt all (Nerdwallet Health study, June 2013)One in three Americans have no savings at all (Pew Charitable Trust, Nov. 2015)Just 37% of Americans have enough savings to pay for a $500 or $1,000 emergency (Bankrate.com, Money Pulse Survey, Dec. 2015)56.3% of people have less than $1,000 in their checking and savings accounts combine (Magnify Money Survey, Dec. 2015)While most people are choosing high deductible heath plans through the healthcare insurance exchange, employers have been encouraging adoption of HDHPs for quite some time.The biggest problem caused by this affordability gap is the fact that people are avoiding or delaying care which means that Healthcare providers can’t fulfill their mission to service the needs of the community and manage population health. It also means that when people finally do go to the doctor, their condition may be worse and more costly to address.
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Presenter
Presentation Notes
Top line shows the rise in deductibles over the last 5 yearsRight below that are premiumsWages have only gone up 10% in the same time period but have remained flat relative to inflation at 9%Healthcare costs continue to outpace wages, so the affordability gap will only get wider



The Rise of Consumerism
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• 95% of patients surveyed say it is important to know 
their costs upfront.

• 96% of those surveyed feel it is important to 
understand their payment options in advance.

• Consumers expect to pay in a variety of ways, 
including online and via mobile devices. Options like 
automatic payments, eStatements, and paperless 
billing are basic expectations.
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Presenter
Presentation Notes
A trend that’s closely related to the affordability gap is the rise in consumerism.As patients shoulder more financial responsibility, they place greater scrutiny on what they receive. They start to expect the same service, convenience and information about the financial aspect of what they’re purchasing that they get from Amazon.com, Starbucks, or the Gap.These first two data points are from our 2014 patient survey.Also, as we’ve found in all our consumer focus groups, the only common denominator on how people want to access information or pay is that there’s no common denominator. 
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Presenter
Presentation Notes
But many may think that healthcare is different. That consumers don’t have the same expectations of healthcare providers as they do of other consumer-facing business they deal with.This McKinsey study shows that their expectations are the same.



Demographics: Generational Changes

• Millennials (aged 18 -34) are now the largest cohort in the United 
States1.

• Millennials are now the largest group of workers in the U.S2.
• 71% of millennials want their provider to offer mobile apps3.
• 41% of millennials are likely to request estimates before 

undergoing treatment4.
• 86% of Millennials said it was very important to understand 

payment options before receiving medical care5.
• 54% of millennials postponed or skipped treatment (vs. 37 

percent of Baby Boomers)4.
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Sources:
1. U.S. Census Bureau, June 2015
2. Pew Research Center, May 2015
3. Salesforce, 2015 State of the Connected Patient

4. PNC Healthcare, March 2015
5. CarePayment patient survey, 2015

Presenter
Presentation Notes
Another huge trend are the generational changes in our demographicsI used to think of Millennials as “those kids,” but they now represent the majority of the workforce and they’re the leading edge of many of these trends in consumerism. And they’ll be the driving force in healthcare for the next thirty years.They want mobile apps, they want estimates, they’re more likely to dispute their bill.And you see that 86% say it’s “very important” to understand their payment options up front. That’s from our patient survey. If you recall, I said ealrier that 95% of patients surveyed said it was “important” to know their costs upfront. That was top two boxes – “somewhat important” and “very important.” This is only the those who found it “very important” – 86%!Also, we discussed the issue of people avoiding care due to cost. Millennials are more likely than anyone to avoid care due to cost.Another generational issue to keep in mind is that older people are consuming more healthcare services, and they, especially retirees have their own unique economic issues – the main one being they’re on fixed incomes and never took high out of pocket expenses into account when planning for their retirement. This group of retirees, just like the millenials, will be looking for more flexible payment arrangements.



Retailization

• 82% of consumers are open to trying new, non-traditional 
ways of seeking medical treatment (PwC, 2014)

• Three-quarters of consumers are willing to receive 
immunizations at a pharmacy or retail clinic (McKinsey, 
2015)

• CVS now has 1,100 retail clinic locations

• 10 million people visit a retail health clinic annually (Forbes, 
2015)
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Patient Financial Engagement
Best Practices Workflow
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Presenter
Presentation Notes
You’ve probably seen a lot of flow charts including circular ones revenue cycle companies. However, I bet you’ve never seen a revenue cycle diagram that begins with “promote” and ends with “nurture.”Because patient out of pocket expenses are an increasing portion of hospital A/R, it requires a new approach to handling these balances.Possibly in the past a few statement cycles would produce a payment or the debt would eventually go to collections, but as that portion increases this process won’t work anymore.By applying our experience and understanding of they typical revenue cycle tools we created a Best Practices Workflow for managing and optimizing Patient Financial Engagement.First step is COMMUNICATING with the patients about their anticipated medical expense, then helping NAVIGATE through their options to determine the best plan to manage their out of pocket expense.As a result of providing proper communications and a better financial experience for patients you will CAPTURE their loyalty and increase patient satisfaction.
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Best Practices Workflow
Communicate

Communicate

Promote Promote financial options pre-service, via 
community marketing, facility signage, 
public relations, and online.

Estimate
Estimate balances pre-service so patients 
can make informed, confident decisions 
about their care and payment options.

Connect
Connect with patients early through 
multiple channels:  in person, online, via 
phone.
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Presenter
Presentation Notes
We feel that the best way to communicate is to make sure that financial options are visible and easily accessible throughout the patients experience (POS, brochures, websites, marketing efforts, etc.)This allows patients to be fully engaged up front and clarifies for the both parties the expectations surrounding payment.Offering patients peace of mind on how they are going to pay and reducing the providers work after self-pay determination.
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Best Practices Workflow
Navigate

Identify Identify patients with Identity Validation 
tools to reduce medical fraud and 
optimize collections.

Offer
Offer payment options customized to the 
patient’s unique needs.

Evaluate
Evaluate ability to pay and likelihood to 
qualify for financial assistance with 
screening and segmentation tools.

Navigate

Confirm
Confirm patient’s action plan for paying 
their bill, including participation in a 
financing plan.
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Presenter
Presentation Notes
Clearly when you validate the patients identity it’s the first step to effectively managing the patients financial responsibility and ongoing communications.Your ability to collect is directly tied to your ability to get the right information up front.Evaluating the patients options from cash payment to charity is a critical component to reducing time to collect and bringing efficiency to the process.By putting the patient in the right plan and the right payment amount you essentially ensure a predictable cash flow and reduce re-work and bad-debt. Providing or confirming this payment plan ensures buy-in, reduces confusion and reduces likelihood of non-payment.
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Best Practices Workflow
Capture

Engage Engage patients post-service with online 
and offline tactics to reinforce their plan 
and offer resources

Nurture
Nurture patient loyalty by providing access to 
financial options that accommodate repeat 
business.

Manage
Actively Manage patient accounts by 
sending statements, following up on 
past due balances.

Capture
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Presenter
Presentation Notes
Reinforcing the payment commitment received through the process requires active engagement of the patient through a variety of communication channels (portal, mail, phone, etc.)An effective follow-up and support process maximizes dollars collected and creates a loyal consumer.
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– 95% are satisfied with the billing experience now that 
they are using CarePayment

– The availability of CarePayment results in 87% of 
respondents becoming more satisfied with their provider

– 79% of respondents are more likely to recommend 
medical providers that offer the CarePayment program to 
help pay medical bills

– 79% of respondents feel the CarePayment program  
removed barriers to care

– If there were two good hospitals located near a customer 
and one offered CarePayment while the other did not, 
the availability of CarePayment would influence more 
than two- thirds of respondents

CarePayment commissioned an independent, random survey 
of more than 400 account holders in October 2015.

Flexible Payment Options Improve 
Patient Satisfaction and Loyalty
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Presenter
Presentation Notes
Improving patient satisfactionSurvey conducted in August 2014 by Hardwick Research-Seattle-based firm with 20 year history-Clients include Starbucks, Expedia, financial institutions and healthcare organizations Random sample of 407 Carepayment program participants-Representative of CarePayment's client-base nationwide-Results exceed industry-standard 95% confidence level (<4.84% margin of error)



Improved Financial Performance
Financial Impact Analysis: Early Engagement
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Collections
36%

Bad Debt 
Expense

64%

Without Patient Financing 
Option

Collections
85%

Bad Debt 
Expense

15%

With Patient Financing 
Option

77% Reduction in Bad Debt Expense 
Based on CarePayment Patient Cycle Analysis data between August 2012 and March 2014. Sample included  45 
healthcare providers, 1.25 million patients, and $5.85 billion in total charges. 
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Presenter
Presentation Notes
In addition to improving patient satisfaction, engaging patients more effectively upfront and throughout the revenue cycle, will yield financial rewards.Here’s a comparison of status quo collections upfront vs. a more flexible financing arrangement upfront. Status quo: very generic statements, no urgency to getting patients to pay. No due diligence or analytics for determining what patient can pay. Informal payment agreement.At beginning of process, give patients option of zero percent, will capture more people coming into the program that wouldn’t have otherwise.Not typically having this conversationDon’t have this option; cumbersome for staff (not automated)Ongoing statements bring legitimacy to program



Improved Financial Performance
Financial Impact Analysis: Late Stage Engagement
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Collections
5%

Bad Debt 
Expense

95%

Without Patient Financing 
Option

Collections
37%

Bad Debt 
Expense

63%

With Patient Financing 
Option

34% Reduction in Bad Debt Expense 
Based on CarePayment Patient Cycle Analysis data between August 2012 and March 2014. Sample included 45 
healthcare providers,1.25 million patients and $5.85 billion in total charges. 
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Presenter
Presentation Notes
Even if you don’t capture the revenue upfront, you still have a chance to engagement patients more effectively by giving them more options later in the revenue cycle. Normally, we see a steep decline in collections at day 60. This diagram shows how you can improve net cash by offering financing later on in the revenue cycle.Much like prior paradigm shifts in healthcare, this is a shift in the way we need to think about Financial Performance - Fees may rise, but the true goal or end result is increased net cash. 



Insertion Points for Patient Financing Options
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• Pre-registration
• Point of service
• Discharge
• Post-service patient inquiry
• Statement messaging
• Pre-bad debt

Promote patient financing 
options at various stages

• Co-pays
• Deposits
• Prompt pay 

discounts
• Charity care

Standard POS 
collections
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Presenter
Presentation Notes
So in addition to your standard POS collections practices you see in the top arrow, you can greatly augment your collections capabilities by engaging patients with more options throughout the revenue cycle as seen in the bottom arrow.



Patient Financing is Strategic

• Market your financial options as a 
cornerstone of your retail strategy

– Competitive differentiator in the market
– Encourages repeat business
– Removes financial barriers to obtaining 

timely medical care
– Engages patients as consumers
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“We were competing with the furniture 
store down the street and its two-year 
financing at zero percent. Without the 
same financing option at our hospital, 
people were buying a couch before taking 
care of their health.”

- Dan Hogan, CFO, 
DeSoto Memorial Hospital

Financing is a familiar and effective component of the retail experience.
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Presenter
Presentation Notes
I realize nobody here sells cars or tractors, but it’s no secret that consumers are accustomed to getting information about the financial side of the purchases they’re contemplating.As a rule, healthcare providers don’t advertise price or payment option.But that gives those providers that do address the financial side of healthcare, an edge over the competition and the ability to gain market share.Emphasize that the market is shifting, patients have a choice and as healthcare consumers they are choosing providers based on cost of care and quality of care.Having a more retail-like strategy that includes financing and information about pricing is an essential tactic.



Compliance with Consumer 
Lending Regulations

• As patient financial responsibility 
increases, healthcare providers are 
looking for ways to bridge the 
financial gap for their patients and for 
themselves.

• Regulatory agencies and plaintiffs 
lawyers are increasingly focused on 
consumer credit policies and 
practices.

• Whether you offer payment plans 
directly or outsource to a third party, 
you must comply with many state and 
federal consumer credit regulations.  

20

Did You Know?
If you offer payment plans  of four 
installments or more, you are considered a 
creditor and are subject to consumer 
lending laws and regulations including:

• Truth in Lending Act / Regulation Z
• Equal Credit Opportunity Act / 

Regulation B
• Office of Foreign Assets Control (OFAC)
• Gramm-Leach-Bliley Act / Safeguards 

Rule
• Bankruptcy Code
• Service members Civil Relief Act
• State Debt Collections and Servicing 

Laws
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Presenter
Presentation Notes
We are seeing many providers looking for innovative ways to help patients meet their financial obligations and they are doing that by offering extended payment options internally or through early out collections vendors. However, as you become more consumer-focused, you have to be aware of consumer protection laws.What's happening is that regulatory agencies and plaintiffs lawyers are increasingly focused on issues related to these consumer accounts, disclosures, servicing, collections and privacy. As Congress works to protect consumers from unfair credit practices, many medical facilities risk being caught in the crossfire. And many providers are unknowingly exposing themselves to increasing levels of regulations, risk and potential penalty.Let’s take a look at just a few of the regulations to which you may be subject.



IRS 501(r): What You Need to Know

• Financial 
Assistance Policy

• Extraordinary 
Collection Efforts

• Notifications and 
Timelines

• Debt Sales and 
Compliance
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Presenter
Presentation Notes
In 2010 the Patient Protection Affordable Care Act (ACA) added Section 501(r) to the IRS Code, which in summary requires tax exempt hospitals to engage in certain activities including adopting a financial assistance policy, and it established prohibitions on initiating extraordinary collection actions before making reasonable efforts to determine an individual’s eligibility for financial assistance. The final regulations were published on December 31st, 2014. What You Need to Know:Communicate your financial assistance policy. The regulations for complying with §501(r)(4) require that covered providers widely publicize their written FAP and an emergency medical care policy, and that a plain language summary of the FAP is provided as part of the intake or discharge process. Examples of how to publicize these are:Conspicuous notice on billing statements that financial assistance is availableA phone number and website address for obtaining additional FAP informationWhat are Extraordinary Collection Efforts?The regulations define ECAs as:Reporting adverse information about the individual to consumer credit reporting agencies or credit bureaus;Deferring or denying, or requiring payment before providing, medically necessary care; andActions that require a legal or judicial process including, but are not limited to, actions to: Place a lien on an individual’s property;Foreclose on an individual’s real property;Attach or seize an individual’s bank account or any other personal property;Commence a civil action against an individual;Cause an individual’s arrest;Cause an individual to be subject to a writ of body attachment; andGarnish an individual’s wagesNotifications and Timelines120 day notice period for informing individuals about the FAP before which ECAs may be taken against an individual who’s FAP eligibility has not been determined.  Individuals shall be provided three billing statements (each of which shall contain notice of the FAP) during this 120 period.  Further, individuals must be given 240 days from the first post-discharge bill to apply for FAP assistance.  ECA’s taken against those submitting incomplete applications are to be suspended for a reasonable time, and are to be directed to areas where completion assistance is available.  At least thirty days prior to initiating ECAs, providers shall do the following: Provide written notice that financial assistance is available to eligible individuals, that identifies ECAs the provider intends to initiate; that states a deadline after which ECAs may initiated; and that includes a plain language summary of the FAP; andMake reasonable efforts to orally notify individuals about the FAP and how to obtain assistance with the application process.Debt Sales and ComplianceThe final regulations clarify that debt sales to companies that do not engage in extraordinary collection are not prohibited. Certain debt sales are not ECAs if the debt sale’s agreement:  Prohibits the buyer from engaging in ECAs against an individual before a reasonable effort is made to determine if such individual is FAP eligible; Prohibits the debt buyer from charging interest in excess of the rate in effect under §6621(a)(2);Provides that the debt is returnable or recallable upon a determination that the financially obligated individual is FAP eligible; and If the patient is determined to be FAP eligible, and the purchaser maintains account ownership, the purchaser must ensure that the patient does not pay more than he or she is responsible for paying under the FAP.  



Recap

• The affordability gap is impacting the relationship between 
patients and providers.

• Patients are also starting to expect retail-like service.
• Providers should engage patients 

– Pre-service at the point of services through effective 
communication

– Take advantage of touch points throughout the revenue cycle 
– Understand patients’ unique financial needs 
– Offer a plan to meet those needs

• Outcomes include improved patient satisfaction,  financial 
performance, and market share

• Ensure financial transactions and communications are 
compliant with consumer lending regulations and IRS 
Section 501R.
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Q&A

Karen Friemoth
Regional Vice President

CarePayment
Karen.Friemoth@carepayment.com
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