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The Board of Directors
indiana University Health Bedford Hospital

Dear Members of the Board of Directors:

We are pleasad to prasent the results of cur Hmited scope procedures on the 2010 indiana University
Hoalth Bedford Hospital financial statements,

This Report to the Board of Directors summarizes the scope of our engagemaent and the results of our
procedures. The document also contains the Audit Committee communications required by our
professional standards.

Limited scope procedures were performed 1o support our audit opinion on the consolidated financial
statements of indiana University Health (U Health)y and, accordingly, included an assassment of risks
that could materially affect I Health's conselidatad financial statements,

This report is intended solely for the information and use of the Board of Directors and management,
and is not intended to be and should not be used by anyone other than these specified parties.

We appreciate this opportunity to meet with vou to discuss the contents of this report gnd answer any
guestions you may have about these or any other audit related matters. H you have any guestions or
comments prior to our meeting, please feel free to contact Randy Koning at (314) 22C-1151 or Nate
Brames et (317) 681-7608.

Samet + MLL?

DEHL-1020888 1

acflren of Eened & Younyg Glokal Limited




Contents

J Ry L T w £ s ta o] (o Ly OO R U U O OO U P OO PU PP PP TORRPPOt 3
YouUr EINIST & YOUIIG TEBIN Lottt et it ccerr e et e s b s s e e m e aeea s e e deb e e aan e s s s asa it e s hebbr e at et s 4
F R Tl o - PO SOV 5
Fraud considerations and the risk of management override . raaareaenns S
Required communications............. et eteee ettt ea et et on ettt et ea b te et e ts e e r et a e re et 7
Key analytical relationships .o i e e 10
Appendin A —~ Consoldaled SCOBE A DM i s rrr e e eea et b tas s et e

GROL LOEOBS o



Audit methodology

The Ernst & Young audif approach

March 2011

Nov 2010 ~ Feb 2011
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Your Ernst & Young team

Our service philosephy includes putting forth experienced teams distinguished by relevant credentials.
The enthusiasm and commitment of the team members results In responsive, innovative, and high-
quality service, Your engagement team is as foliows;

Randy Koning Coordinating partner 18 +1 314 0 15}. raudv.konmq@ev.com
JoElen Helmer ndependent review partner 18 +1 312 875 5262 ioellen.helmer®ey.com
Michaet Porter Technology and risk services pattner | 18 +1 317 6817223 | michaeiporter@ey.com
Lucille White Tax partner 26 +1 312 879 2670 | lucille white@ey.com
Nate Brames Audit senior manager 12 +1 317 681 7608 | nathan. brames@®ey.com
lindsey Roe Audit manager 8 +1 317 681 7235 | lingsey.roe@ey.com

OG- 1OBDEYE i i



Audit scope

We were engaged fo audii the consolidated financial statements of Indiana University Health and
subsidiaries as of and for the year endad December 31, 2010, We designed pur procedures to allow us
toissue a report on the (U Health consolidated financial statements. In certain circumstances, these
audit procedures also exiend to affiliates of U Heallh, The scope of our 2010 consolidated audit
included the performance of fimited scope review procedures on the financial statemants of Indiana
Unfversity Health Bedford Hospital (Bedford Hospital). Our procedures were subsianiialiy less in scope
than audit procedures reguired to issug an opinion on the financiaf statements of Bediord Hospital, As
a rasult, no opinion has been, or will be, issued on any financial statements of Bedlord Hospital.

The primary differences between the Himited scope procedures performed and those performed in the
other scopes available under the 1 Heallh saudit approach are as follows:

i ' o

Perforin procedures necessary to render our opinion on the enlity's financial statements in

Separats apinion
accordance with auditing standards generally socepled in the United States.

Full scope (F8) Subject to the same types of procedures necessary Lo issue an audit opinion, including

g an understanding of internal control to determine the nature, timing and extent of

ras o be pecformed and tests of controls or substantive procedures to delermine

that signHicant account balances are nat materially missiated at year-¢nd. These

procedures, however, are congucted al & materiziily level sufficient to support the

consclicated audit, not necessarily a separaie opinion sudit. Examples of full scope

procedures inchids:

g Galn an understanding of signifiant processes, including documentation aod
watkthroughs of ransactions and tests of controls, where appropriate.

@ Substantive testing of atoount batances, including vouching of transactions 1o source

cocuments angd obkaining direct confirmation of account balanges,

s Testing of significant management judgments and estimates, ncluding tests of
underiying data and hindsight review of prior vesr estimates, where aporonriate.

Subject to comparative analytical review with prior batances and discussions with
managament, supplemented by sefected full scope testing of certain highearrisk accounts.

Speciflc soone (85)
See below for speciic areas tested.
i heited scops (LS) Subject to comparative anatytical review with prior balances and discussions with

management, supplementad by additional anaivtical reviews of Carfain higher-risk accounts.
Sea betow for speciic aress.

(€3
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Fraud considerations and the risk of
management override

B We evaluated the risk of managerment override
management has taken o respond 1o those risks,

We considered, among other things:

w

-3

¥

e

wing the

Code of conduct/ethics

Effective and independant ovarsight by the Board of
Direciors

Process for deallng with whistle-blower allegations
Internat audit activity

Entity's rislc assessment proresses

s Role and oversight responsipilities of the Beard of

Directors:

B Management's assessment of the risks of fraud

g Programs and controls to mitigate the risk of fraud

#  Process for monitoring multisle lacations for fraud

g Management comrmunications of I3 views on business

practices and ¢thical behavior o employess

fraud triangle ang considered the actions

Attitudelrationalization

Qeeupationai Fraud and Abusa, by Joseph T, Wells, OPA, CFR
{Gibsidian Publishing Co, 19677,
Fraud Exervialion, by W Stavi Alorecht {Thamsan SouthWiaslern Publisting, 2003)

Our procedures, inctuding inauires of management and governance, did not disciose any matter which would resuit

in & material

nisstatement caused by fraud.
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Required communications

SAS No. 112 and No. 114 and other professional standards require the auditor to communicate certain
matters to the Board of Directors that may assist the Committes in ovarseeing management's financial
raporting and disclosure process. Below we summarize these required communications as they apply to

Bedford Hospital.

Autitors’ responsibiiities under generatly acceplad
auditing standards (GAAS)

The financial statements are the responsibility of
management. Our auglit was designed in accordance with
auditing standards generally accepted in the United States to
provide reasonable, rather than absolute, gssurance that the
financial statements are free of material misstatement, As a
nart of our audit, we obtalned an understanding of internal
coniral sufficient to plan our audit and fo determine the
nature, timing, and extent of testing performed. However,
we were not engaged to and we did not perform an audit of
internal control over finandal reporting.

Critical accourtding policies and practices
Wae report ali al élC“OUﬁ"'Ei‘ig poticies and practices used
by Bedford Regional Medical Center in preparing the financial
staternents and our assessment of the disclosure of such
policias.
The sxpectation is that the discussion of critical accounting
estimates and the selection of initiat accounting policies witl
inciude the reasons why estimates or policies are, or are not,
considerad critical, and how current and anticipated future
t@ a‘r*or_t fh%o 0( minat ncsn‘

Gur ]mﬂ{gmem% about the gusgiity ﬁ? aamummg Qrmﬂmim

We discuss our judgments about the quality, not just the
accaptability, of the accounting policies as amhed in Bedford
Regional Medicat Center’s financial reporting, including the
consistency of the accounting policias and their application
and the clarity and completeness of the finandal statements
c«:;d {

We have concluded that the 2010 consolidated

financlal statements of {J Health are fafrly
presented, in all material respects, in accordance
with U.S. generally accepted accounting
princinles (GAAP). Accordingly, we issued an
unguatified opinion on the consolidated financisl
statemnents of Indiana University Heslth and
subsidiarias as of and for the yaars ended
December 31, 2010 and 2005,

In connection with our audit of the consclidated
financial statements of iU Health, we nerformed
livitad scope procedures of Bedford Hosplial as
noted earlier. We were nof engaged to form, and
therefore, we did not form, an opinfon on the
financial statements Of Bediord H\y«pmf

i1e scop procedures, ru:uhmg
came to our ai’temson that weuld indicate that
accounting policips and practices were not in
conformity with industry requirements, iU
Health management exercises reasonable
analysis and assessment of policies deemed to be
critical to the System.

Based on our Hmited scope procedures, nothing

carna To our attention that would indicate that
accounting policies and practices were not in
conformity with industry requirements,

> disclosures,
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Sengitlve accounting estimates

The preparation of the financial statements requlres the use
of accounting estimates. Certaln estimates are particutarly
sensitive due to their significance to the financial statements
and the possibility that fufure events may differ significantly
rorn management’s current judogments,
We deferming that the Board of f)lra tors is informed about
management's process Tor formulating particuiarty sensitive
accounting estimates and about the basis for our conclusions
re*a}‘ {‘i‘ﬂf} the r onab n "cf fho m sHimat

The adoption of, or a change in, ah accounting gs?mmm

We determing that the Board of Diraclors is informed shout
the Inifial selection of, and any changes In, significant
accounting princinies or thedr application when the
accounting principle or ts application, inclugling alternative
metheds of am);wrac} the :!t:tou;ffrm orinciple, has a material

1

Metheds of accounting for significant unusuad
transastions syl for controversial or emerging areas

We determine that the Board of Directors is informed about
the methods used to BCLe sund for significant unusuasl
transactions and the effects of significant accounting poticies
i controversial ar er‘r@rgmq areas for which there is a lack of
s con" 15,

;;‘sig;mfmam: audit aﬁ;usﬁmaﬁfs

& Board of Directors with information ahou

i (vbether recorded or noth
T80 individualiy orin the

fon Bmford F&Prﬁo v

We provide i
E: ‘iuxi‘mer\,ta &

Unreaeme{i amﬁz\k d!ﬁe?’ﬁ‘ﬁﬂﬁﬁ ﬂ:@ﬂﬁ!d’&m{i by mamqement
o b immatsrisd

We inform the Board of Directors about unyecorded audit
differences accumulated by us {.8., adiustments either
tdentifled by us or brought to our attentlon by management)
during the current audit ang pertaining to the latest period
presented that were determinad by management fo be
imrmnaterial, both individually and in the aggregate, 1o the
finan s as a whole.

N audit ad

3ased on cur Hmited scope proceduras, nothing
came to our attention that would indicate that

accounting policies and practices were not in

conformity with industry requirements.

We are not aware of any changes in significant

ﬁccouni‘iﬂg policies or thelr application during
the year ended December 31, 2010 that
impacted Bedford Hospital.

We are not aware of any signiflcand unusual
transactions recorded by Bedford Hospitat or of
any significant acoounting policies used by
Bedford Hospital related to controversiat or
emerging areas for which there is alack of
authoritative guldance.

¥ ;tmmrs WEre rec m’d?d

ere ne unrecorded audll differences.
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Fraud and illegal acts

we report to the Board of Directors fraud and Tienal acts
fnvolving sentor management and fraud and llegal acts
{whethar caused by senlor management or other employees)
that cause a material misstatement of the financial

si‘ temem

Materinl wmkm%% in mﬁ:ama mﬂ%m

We a '“C requmd to communicate all material weaknpsses in
tarnal control, which rmay have been identified during the
COUNSE of our audit, In adgition, professional standards
require cornmunicating other lfess sfgnificant deficlencies
internal contrels and financial sccounting and reporting.

Disagreements with management

Serious difficutlies encountered in dealing with
rnanagernent when performing the audit

Major issues discussed with management in conneclion
wzim initial or mwrrmg raém‘é;m

{:amui@aifmﬁ wr’ch oémr aawuﬂmms

AICPA Erhics Ruling regarding third-party service

providers

AICPA Ethics Ruling No, 112 under Ruig 102, “Integrity and
Obisctivity,” requiras that we inform clients whenever we use
a third-party service provider in providing professional
2 : nt. The Rule has broadly defined “third-party
e Lo include an individual who is not
empsoym by our U5, firm. Accordingiy, third-parly service
providers might include, but not be limited o, the fotlowling
prampes: non-ULS, personnel who work for Ernst & Young
affiliate firms (e.q., Ernst & Young United Kingdorm), non-U.5,
personnal working in the United States on a foreign
sacondment, non-LLS. personnet working at Ernst & Young (T
2cd service ceni

Because a Hmited 3

“nat{«zrac; weakr

Management did not inform us of any fraud or
illegal acts, nor did we pecome aware of any
fraud or illegal acts while conducting our audit
procedures,

ope engagement

consists primarily of analytical procedures
and inguiries of managemeant, no work is
performed on understanding and evaluating
significant processes or significant classes
of transactions.

However, based upon our limited scope
procedures, nothing came to our attention
that would indicate the presence of 8
ininternal ¢ r“;troi

Efw e were ne disagreaments with man aqemmt
on finencial accounting and reporting matters,

None,

Mone.

We are not aware of any consultations by

management with other accountants about

significant acrour\?l g and iﬂporf ng matters.

We did not use a 1hs. d -party service provider in
providing professional andit services to Bediord
Hospital in 2010,

DS




Key analytical relationships

The foltowing key relationships were reviewed, among others, as part of our limited scope review
procedures:

2010 2008 Change
Gross Patient Revenue $L3A, 768,855 $130,978,084 5 5790731 4.0%
Less: Contractuais and Charity Care (36,532,703 (7T8,863,834) {7,648 869 i0.0
Net Patient Revenue § 50,236,112 S 52,094,250 (1.858,138) (4.0}
Gross Patient Accounts Recelvabie $ 13,848,554 S 14,148,723 (300,169) 2.0
Less: Allowance for uncollectitle accounts (3,233,158) {3,298,768) 65,610 {2.0)
Less: Contractual allowances {4,932,696) (5,802,590 869,895 (5.0
Not Patient Accounts Receivanble S 58682700 % 5,047,364 8 £3% 336 13.0%

bservalions:

Gross patient revenue was primarlly impacted by the standard rate increass. This rate ingrease was
offset by a slighi decrease in admissions and patient days from prior year. Contractuals and charity
care incressed as a result of management’s efforts Lo identify additionat patients which gualify for
charity care during 2010,

2010 £005 Lhange
Sataries and services expense S 28,531,909 § 24,789,976
Fult time squivelents (FTEsY al 12/31 421 425
Salaries and wages per FTE 4 60,546 5 58,329 4,0%

Ohsarvations:

The increase in salaries and wages par FTE is consistent with the increase nolted across most other JU
HMeaith facilities due o & 3% gross wage increase implemented during 2010,

WGL-102088S i 10
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Bedford
Regional
Medical

Center

BEDFORD REGIONAL MEDICAL CENTER
FINANCIAL STATEMENT
DECEMBER 2010



Regional Medical Center
Financial Analysis
December 2010

Operating Statements:

During December BRMC operated at a net loss of $178,805 which compares to a
budgeted loss of $3,538 for the month. Gross patient revenues were below budget by
$916,193 for the month, while deductions from revenue were $175,145 below budget,
leaving net patient revenue $741,048 below budget. Contractual adjustments were
$618,538 below budget, while Charity Care was $443,393 above budget. Contractuals
were 56.7% of revenue as compared to a budget of 57.6%. Total deductions from
revenue were 64.4% of revenue as compared to a budget of 60.6%.

Outpatient ancillary revenues were $122,970 below budget, and $492,365 less than
November, Inpatient revenue was $984,311 less than budget and approximately
$506,542 less than November revenues. Inpatient revenue per admission was $2,872 less
than budget and $4,966 less than November, while admissions were 24.4% less than
budget and 12.8% less than December, 2009. Physician revenue was over budget by
$191,088 for the month and $7,293 greater than November, In total, revenues were
$991,614 less than November and $916,193 less than budget.

During December there were 28 patients with charges in excess of $20,000, totaling
$807,775 of which we wrote off $569,262 or 70.5%.

Expenses for the month were under budget by $565,572. Significant variances include 1)
Salary expense was under budget by $79,348, 2) Professional fees were over budget by
$45,905, 3) Supply Expense was under budget by $20,549, 4) Employee Benefits were
under budget by $12,576, 5) Purchased Services were over budget by $29,733, 6) other
Expenses were under budget by $43,353 and 7) Bad Debt Expense was under budget by
$437,601.

The Salary expense variance was due to decreases in the hospital ($52,463) and the clinic
($26,885). The increase in Professional Fees was in Radiology (mammography and Dr.
Lach). The Purchased Services variance was primarily in I.S. and HIM. Bad Debt
Expense and Charity Care combined were $5,792 above budget.

The loss for the month created a negative variance of $175,267 from budget and a
negative variance of $396,916 from last year. Year to date BRMC has a net income of
$3,339,441, which is $1,161,728 greater than budget and $1,281,837 greater than the
prior year.

In analyzing the financial results for December, additional points to consider:



1. The Hospital portion of BRMC was under budget by $369,903 and had a net
loss of $126,872 for the month.

2. During the month the Clinic produced a loss of $51,933 as compared to a
budgeted loss of $246,569. Patient volume in the clinic was 4.1% above
budget for the month and 3.1% less than December, 2009.

3. Inreviewing overall BRMC financial results relative to volume, one must
take into account each line of business and their interdependence when
drawing conclusions,

4. Included in the financial statements are individual profit and loss statements
for Clinic and Hospital operations.

Key Financial and Statistical Indicators:

During the month of December inpatient admissions totaled 102 as compared to budgeted
admissions of 135 and 117 admissions in December, 2009, Patient days amounted to
287 as compared to budgeted days of 527. Average length of stay for the month
amounted to 2.8 days. The Medicare average length of stay was 2.9 days. ICCU days
were at 66 days, as compared (o budgeted days of 90. Surgery volume was 3.8% less
than budget. Physician office visits were 4.1% above budget for the month. Full time
employee equivalents for December were 418.0 which are 1.9% above budget.

Balance Sheets and Cash Flows:

In December, cash balances amounted to $12,511,692, an increase of $561,824 from last
month. The budget for cash was $9,891,146 for the month. Average daily cash receipts
for December amounted to $149,531 while average daily cash expenses were $123,863.
Days Cash on hand amounted to 101 days at December 31, 2010. BRMC is current on
all of its long term debt payments to Clarian.

Accounts Receivable and Aging Analysis:

Hospital gross accounts receivable balances decreased $1,474,614 for the month. Gross
days in A/R, which includes both the hospital accounts receivable and physician accounts
receivables, decreased to 38 days for the month, while net days decreased to 42 days.

The net accounts receivable balance decreased by $631,296 from November. The net
realizable AR decreased to 41.0% from 41.8%. As of December 31, we did establish a
separate reserve for charity care, based on an analysis of the various categories of self pay
accounts. We have also established new procedures within the Business Office for
writing off accounts to charity care. We will continue to monitor this reserve to
determine whether we need to make any modifications to the calculation of this reserve.



A PATIENT VOLUMES
' t Patient Days

2 Routine Days

3 Admissions

4 Admissions per Day

6 Average Daily Census

7 Average Length of Stay - All
Medicare
Anthem
Commercial

8 |CCU Patient Days
11 Swing Bed Patient Days
12 Observation Days
| B.KEY OPERATING DATA

1 FTE Paid
Days

2 Equivalent EPOB - All
Equivatent EPOB - net of clinic
Clinic FTES

3 Avg. Daily Cash Collections -AR

Avg. Daily Cash Collections - Other

Total Daily Cash Collections
Average Daily Cash Expenses
Excess/(deficit)

4 Case Mix index
5 Quipatient Registrations
G CLINICAL VOLUMES

1 Surgical Procedures
Inpatient
Qutpatient

2 Radiology
inpatient
Qutpatient

3 CT Scans
Inpatient
Outpatient

4 Emergency Room Visits

§ Laboratory Tesis
Inpatient
Quitpatient

5.5 Physical Therapy
Inpatient
Quipatient

& Cardio Pulmonary
Inpatient
Oupatient

7 Home Care Visits
8 Ambulance Runs
$ Physician Office Visits
10 Physician Office Visits/Clinic Day

Key Financial and Statistical Indicators

Bedford Regional Medical Canter

December 31, 2010

Month Year {o Date

Dec-1¢  Dec-10 Dec-08 Dec-16  Dec-10 Dec-0%

Actuai  Budget Percent Actual  Percent Actual Budget Percent Actual  Percent
287 527 -45.5% 413 -30.5% 5,354 5,811 -7.9% 5443 -1.6%
221 437 -48.4% 355 -37.7% 4,435 4,831 -8.2% 4,436 0.0%
102 138 24.4% 117 ~12.8% 1,398 1,490 -6.2% 1,433 -2.4%
3.3 4.4 -24.4% 3.8 -12.8% 3.8 4.1 -6.2% 3.9 -2.4%

9.3 17.0 -45.3% 13 -30.1% 14.7 15.9 -7.5% 15 -1.3%
2.8 39 -28.2% 3.5 -20.0% 3.8 3.9 -1.5% 3.8 1.3%
2.9 36 -18.4% 3.8 -19.4% 4.2 42 -0.6% 4.2 -0.6%
2.8 34 -17.6% 3.4 ~17.6% 3.2 3.0 4.4% 3.0 4.4%
23 2.0 15.0% 20 15.0% . 3.0 27 [127% 2.7 12.7%
66 G -26.7% 58 13.8% 919 980 8.2% 959 -4.2%
77 65 18.5% 72 6.8% 519 585 -11.3% 561 -7.5%
8 160 -93.7% g7 -93.5% 259 1,976 -78.0% 1,104 -76.6%
418.0 410.1 1.9% 4117 1.5% 4208 410.1 2.6% 4212 0.1%
31 31 31 365 365 385.0
8.2 8.2 33.0% 7.2 14.0% 8.6 6.5 1.3% 6.9 -4.3%
6.9 5.0 37.2% 6.0 13.7% 5.5 53 3.3% 5.8 -5.2%
89.1 88.1 1.2% 83 7.1% 86.1 88.1 -2.2% 85.7 0.5%
148,374 135,193 9.8% 138,960 6.8% 139,800 138,881 0.7% 134,687 3.8%
1,157 1,108 4.7% 1,545 -25.1% 1,585 1,123 41.1% 1,661 ~4.8%
149,531 136,208 9.7% 140,605 6.4% 144,385 140,004 1.0% 136348 3.7%
123,863 126,747 -2.3% 118,511 4.5% 128,307 128,086 0.2% 125,098 2.8%
25,668 9,551 168.7% 21,004 18.7% 13,078 11,918 9.7% 11,249 16.3%
1.1540 1.0486 10.1%  1.2858 ~10.2% 1.1648  0.9840  20.8% 11037 5.5%
6,809 6,400 6.4% 6,503 4.7% 86,468 78,850 9.6% 81418 6.2%
25 28 ~10.7% 25 0.0% 366 357 2.5% 333 2.9%
78 77 -1.3% 50 28.8% 841 953  -11.8% 877 -4.1%
101 105 -3.8% 84 20.2% 1,207 1,310 -7.9% 1,210 -0.2%
84 127 -33.9% 108 -22.2% 1,378 1622 -15.2% 1,488 -7.5%
1,889 1,644 14.9% 1,856 1.8% 21688 20,396 6.3% 22,365 ~3.0%
1,973 1,771 11.4% 1,864 0.5% 23,064 22,018 4.8% 23,853 -3.3%
32 46 -30.4% 37 -13.5% 531 587 -9.5% 565 -6.0%
400 413 -3.1% 382 4.7% 4,904 5,124 -4.3% 5,144 -4.7%
432 458 -5.9% 418 3.1% 5435 5,711 -4.8% 5,708 ~4.8%
1,070 1,066 1.9% 1,197 -7.5% 14,065 13,022 7.9% 14,720 -4.5%
1,460 2,820 -48.2% 1,690 -13.6% 25118 36,117 -30.5% 27,768 -9.5%
13,431 15,583 -13.8% 13,441 -0.1% 170,747 193,333 -11.7% 170,933 ~0.1%
14,691 18,403 -18.4% 15,131 -1.6% 195865 229,450 -14.6% 198,701 ~1.4%
121 o7 24.7% 103 17.5% 1,309 1,242 5.4% 1,104 18.6%
1,462 1,614 -9.4% 1,852 -21.1% 19,632 20,024 -2.0%  20.488 -4.2%
1,583 171 -7.5% 1,955 -19.0% 20,941 21,268 -1.5% 21,582 ~3.0%
1,111 2,088 -47.0% 1,865 ~40.1% 20,803 26,867 -22.6% 24,503 -15.1%
238 368 -35.1% 340 -28.7% 3,714 4570 -18.7% 4415 -15.9%
1,350 2,486 -45.3% 2,185 ~38.5% 24,517 31437 -220% 28918 -15.2%
o 0 0.0% - 0.0% ¢ 0 0.0% - 0.0%
176 167 5.4% 165 6.7% 2,156 2,072 4.1% 2,060 5.2%
4,785 4,605 4.1% 4,948 -3.1% 60,047 58,880 20% 61,868 -2.9%
228 219 4.1% 236 -3.1% 238 232 2.0% 244 -2.9%

Page %




Bedford Regional Medical Center
Balance Sheets (Unaudited)

Current Assets
Cash
Accounts Receivable - Patient

| ess: Allowance for Bad Debts

Net Patient Accounts Receivable
Accounts Receivabie - Other
inventories
Prepaid Insurance and Expenses
Total Current Assets

Property, Piant & Equipment
l.and & Land Improvements
Buildings and Improvements
Equipment
Total
Less Accumulated Depreciation
Net Fixed Assets

Other Assets

Total Assets

Current Liabilities
Accounts Payable - Vendors
Accounts Payable - Other
Medicare & Other Settlements
Accrued Salaries, Taxes and Related Liabilities
Accrued Pension
Accrued Interest - Clarian-Construction
Current Portion of Long Term Debt
Total Current Liabilities

Long Term Debt
Note Payable - Clarian Loan #12790 (2000)
Note Payable - Clarian Loan #12791 (2001)
Note Payable - Clarian (No Interest)
Note Payable - Clarian Loan #12792 (2003-32.5M)
Total Long Term Debt (less current portion)

Net Assets (Deficit)

Total Liabilities and Net Assets (Deficit)

Page 2

Dec-10 Dec-10 Dec-09
Actual Budget Actual
12,611,692 9,891,146 9,126,168
7,341,749 $,673,148 8,075,764
(1,659,448) (3,065,452) {3,028,798)
5,682,302 6,507,696 5,046,966
32,683 368,039 357,034
805,233 828,655 798,766
465,416 602,501 535,583
19,497,326 18,198,038 15,864,517
1,876,142 1,250,927 1,257,427
15,603,596 14,970,432 15,015,672
21,783,815 22,989 257 20,683,338 -
39,373,553 39,210,616 38,956,437
(25,293,607) (25613,361) (23,173,208)
14,079,946 13,597,255 13,783,229
0 0 0
33,577,272 31,795,293 29,647,746
1,276,157 1,410,140 1,085,477
(65,380) 434,133 165,862
2,045,574 1,067,279 1,067,279
2,517,782 2,070,413 1,532,881
100,657 0 142,138
261 261 261
1,376,112 1,308,485 1,321,543
7,251,163 6,290,711 5,285,441
3,774,723 3,842,350 4,584,169
3,306,876 3,306,876 3,873,642
0 0 0
0 . 0 0
7,081,599 7,149,226 8,457,711
19,244,510 18,355,356 15,804,594
33,577,272 31,795,293 29,647,746
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BRMC I ] l
ADMISSIONS BY SPECIALTY AND PAYCLASS
INCLUDING SWINGBED AND NEWBORNS |
FOR THE MONTHS ENDING DECEMBER 2010 AND DECEMBER 2009
# % # %
VAR, | VAR. VAR, | VAR.

TMO T 1MO |2010 VS| 2010 VS FYTD | FYTD 12010 VS|2010 VS
SPECIALTY Dec-10 | Dec-09 | 2009 2009 Dec-10 | Dec-09 | 2009 | 2009
INTERNAL MEDICINE 80 81 -1 1% 928 866 82 7%
OB/GYN 0 0 0 #DIW/O! 0 64 -G4 ~100%
PEDIATRICS 1 7 B -86% 28 92 54 -T0%
SURGICAL 149 25 -5 -2 4%, 295 229 86 29%
FAMILY PRACTICE 14 15 -1 ~7% 2368 294 -58 -20%
TOTALS 114 128 -14 ~11% 1,487 1,545 -58 4%
PAYCLASS
MEDICARE 77 a7 =20 -21% Q80 1012 -22 2%
COMMERCIAL 4 3 1 33% 124 113 11 10%
SELF PAY 4 4 ] 0% 71 g8 27 -28%
MEDICAID 13 8 5 B82% 103 107 -4 -4%
BLUE CROSS 16 16 a 0% 199 215 -16 1%
TOTALS 114 128 -14 -11% 1,487 1,545 -58 -4%
PAYCLASS-% OF TOTAL
MEDICARE B67.5% 75.8% -8.2% -11% 66.6% 65.5% 1.4% 2%
COMMERCIAL 3.5% 2.3% 1.2% 50% 8.3% 7.3% 4.0% 14%
SELF PAY 3.5% 3.1% 0.4% 12% 4.8% 8.3% -1.6% -25%
MEDICAID 11.4% 8.3% 5.2% 82% 8.9% 6.9% 0.0% 0%
BLUE CROSS 14.0% 12.5% 1.5% 12% 13.4% 13.9% -0.5% -4%
TOTALS 100% 100% 0% 0% 100% 100% 0% 0%
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IU Health Bedford
Business Office

Financial Assistance Policy

PURPOSE:

Indiana University Health Bedford Hospital is dedicated to serving the healthcare needs of its
patients. To assist in meeting those needs, 1U Health Bedford Hospital has established this
‘Indigency Policy” to provide financial relief to those patients who ask for assistance after
care has been rendered and who are unable to meet their financial obligation, including low-
income, uninsured or medicaily indigent. This policy was developed and is utilized to
determine patients’ financial ability to pay for services. ‘“Medically indigent” is defined for
those patients whose health insurance coverage, if any, does not provide full coverage for all
of their medical expenses and that their medical expenses, in relationship to their income,
would make them indigent if they were forced to pay full charges for their medical expenses.

DEFINITIONS:

A,

Charity (Indigent) means household income that is equal to or less than 100% of the
Federal Poverty guidelines. {(Qualifying applicants will receive 100% relief from their
hospital obligation.)

B. Uninsured means without medical insurance.

C. Limited Means means an inability to pay full charges of the hospital obligation. The
guarantor must request financial assistance, be ineligible for Charity and have income
between 100% and 200% of the Federal Poverty guidelines. Qualifying applicants will
receive partial adjustments.

D. Financial Assistance Committee meets routinely with the task of determining
exceptions under the Financial Assistance policy per request of a patient.

E. Asset Determination means a financial need assessment performed by a third party
before the Financial Assistance application is submitted to the Financial Assistance
Committee.

F. Interest-free Payment Arrangements mean an invoice payment program that allows a
patient up to twenty-four (24) months to pay an outstanding balance without accruing
interest.

G. Financing means third party credit for extended payment arrangements on any
balances that cannot be paid within 24 months.

POLICY STATEMENTS:

A. Any 1U Health Bedford patient that is determined to be a candidate for the Financial

Assistance Program will receive an application. If the completed appiication is not
returned within 30 days the Financial Assistance by Credit Scoring Policy will apply. in
order for a patient to be considered for IU Heaith Bedford’s Financial Assistance
Program a signed and completed copy of the application, including required
documentation, must be returned to the Patient Financial Services or IU Health Bedford
Physicians Patient Accounts Departments. Combined balance of all hospital and
physicians accounts must be over $100.00 to be considered for financial assistance. U
Health Bedford Physicians surgical and obstetric services may be subject to alternate
financial arrangements.



Eligibilit

1.

This Policy applies only to charges for hospital and physician services provided
by 1U Health Bedford Hospital.

All third party resources and non-hospital financial aid programs, including
public assistance available through HIP and Medicald, must be exhausted
hefore financial assistance can be requested.

Any inpatient or outpatient account may be eligible for financial assistance if
the patient/guarantor asks for assistance and is determined to be:

+ [ndigent
¢ Uninsured or
+ Limited Means

To determine eligibility, the patient/guarantor must participate and cooperate
fully with the approval process including submitting an application including:

Copies of the most recent state and federal income tax forms
Copies of any pay stubs received within the last three months
Copies of most recent bank statements
Copies of most recent statement from all investment plans
Number of dependents.
Proof of non-1U Health Bedford medical bills

letter of explanation is required for all applicants that do not file a tax

return.
+ Signed copy of the Financial Assistance application

I= 0 ¢ & & e @

Financial assistance eligibility is valid for one year from approval. The above
information is not required for subsequent visits within the same calendar year;
any changes in financial circumstances must be reported to Patient Financial
Services.

Falsification of any portion of an apptication or refusal to cooperate may result
in denial of financial assistance.

For a patient who chooses not to participate or is denied financial assistance,
the full measure of collection activity will continue through the billing cycle up
to and including referral to a collection agency.

IV} Health Bedford may suspend collection activity on an account while an
apptication is being processed and considered.

Program Administration

1.

2.

The 1U Heaith Bedford Financial Assistance Program will be administered by the

Patient Financial Services according to the following guidelines:

All patients will be bilied for gross charges.

Patients must request assistance and complete and sign a Financial Assistance
application.



V.

V.

Vi

10.

11,

EXCEPTIONS:

Upon receipt of the Financial Assistance application, the Patient Financial
Services will first determine if the patient/guarantor qualifies for financial
assistance. If the patient/guarantor gualifies for financial assistance, they will
be notified and the account adjusted per the Write Off and Adjustment
Procedure.

If the patient/guarantor does not qualify for financial assistance, but qualifies
for Limited Means assistance, a reduction in liability will be made to the
account and the guarantor/patient will be notified via mail or telephone. At the
guarantor's request, payment arrangements will be made for the remaining
balance.

i the patient/guarantor does not qualify for financial assistance and has been
determined to be Uninsured, a 40% discount will be made to the hospital
account. At the guarantor's request payment arrangements will be made for
the remaining balance.

For patients/guarantors qualifying for assistance and whose hospital liability is
greater than $15,000, there may be an Asset Determination.

If after the determination of a financial assistance award, the patient/guarantor
requests further financial relief, they can request their account go to the
Financial Assistance Committee. Applications will be re-reviewed only if new or
updated information has been provided. Before going to the Committee, an
Asset Determination will be performed. All Committee determinations are
final.

Once financial assistance has been granted, the guarantor will not be supplied
with documentation required to bill insurance companies. This includes UB,
1500 and or detailed itemization of charges.

I Health Bedford reserves the right to review the financial assistance
determination if the guarantor's financial circumstances have changed.

The Financial Assistance policy applies to deceased patients when it has been
determined that there are no assets of value in the estate.

Financial assistance may be granted to patients who qualify for government
programs when funding has delayed payment. If later government assistance
is awarded, the account adiustment will be reversed,

Any exceptions to the policy requive Committee approval and appropriate account
decumentation.

RESPONSIBILITY:

Directors, Hospital and Physician Business Offices

APPROVAL BODY:

VP of Finance



Vil DATES:

Approval Date: October 2002
Effective Date: October 2002
Review/Revision Date: January 2008, March 2009, December 2009, March 2011



IU Health Bedford
Business Office

Financial Assistance by Credit Score Policy and Procedure

v,

Purpose:
To provide financial assistance to patients that are unable or unwilling to
return required financial information, Those that have a sufficiently poor
financial status, as indicated by their credit score, will receive financial
assistance without the required information.

Scope:
Hospital Business Office

Definitions:
Poor Credit Score: A FICO score or Vantagescore of 600 or below
indicates that a person is in the bottom 10% of the credit population.

Patients will a score of 600 or below automatically meets criteria for
100 % financial assistance.

Policy Statement:
A credit report will be run on patients that do not return required financial

information for assistance. Patients with a credit score of 600 or lower
will automatically quality for 100% financial assistance.

Procedure:

Patients identified as in need of financial assistance will be sent an
application and will follow the Financial Assistance Policy and Procedure

A credit report will be run for patients that do not return their information
in the allotted time

Patients with a credit score of 600 or less will qualify for 100%
assistance

All applicable balances will be adjusted off with a transaction code
indicating this as a Credit Report Financial Assistance adjustment



VI

VIl

Vill.

IX.

Exceptions:
Cross reference:

Financial Assistance Policy and Procedure
Medica! Credit Report Usage Policy and Procedure

Responsibility:

Director of the Business Office
Approval Body:

VP of Finance
Dates:

Approval Date: December 2009

Effective Date: January 2010
Review/Revision Date: March 2011



