by Kris Ellis

Money is Still Up for
Grabs for Those Who
Mean Business

he ASC industry emerged from the

year 2003 somewhat bruised. The

Medicare freeze coupled with
continuing fallout from the DVI and
HealthSouth incidents prompted many
to enter 2004 a bit more warily with an
eye toward the increasingly uncertain
future. As the year begins to wind down,
however, an assessment ol the current
trends and conditions shows financing
for ASC start-up and expansion remains

readily available to the right projects.
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"Ihe srart-up ASC markel has neser experi
enced @ Ume where il lias Deen soogetive,”
spcordime o Jeft Fox, vice presidenr and
national sales manager for the Outpatient
Froance Group sl CliCupilal, “We'm scomg a
I oo start-ups, and there are monies available”

"The money s still out Bere)” says Terry
Gitll, viee prosudent of sales for Cil lealthoane
Financial Services. ©1 think lenders are still
Dullish en the miarkel. particalarty the health-
care lenders the ones thar foens on tha
ket ploce ™

The eipenence and specialived knowledee
o healtheare lenders put them o o wiigue
persilienn ok g sl cvaluale the market

"Cilhally, there are fewer people corrently
lending maotey b bealhcare who have the
caperuse 1o lemd i heallbesre,” says John
Medina,

Healthenre Fincing, “Thul docsn't amean

serior wvice  president of  CT1
that fealthenre e penceal 1% nat a desirahle
market) it ison desirable mocket ot i oegquines
e eRpertise W ok evalunie G oo o Jet of
peaple hive currently. Specibcally as 1 pe
Certain evilualiog

an ARL which

frins to ASCs, I egquiies o
of e sucvess Tuclors of

FEQUITSS CRPERence

Wihike e moncy 15 there for the bermwing,

the erms by which it can be had bave clianged
ahit, It b5 generally ackoowlolged that the

duy: of plentiful non-recoursa daasls are over

“With the DVT debacle, everybexdy 15 -

evalugting therr porifolio, thor go-tn-markes:
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slwleay,  savs Uil UWhot was readily avail

able m Ihe past. which wis

EECHT TRRC Ol e
financing. is oo longer readily avatlyble

The expertise svmiahle from healtheare
hnance specialists can be valuable i o pome

bt of wuys, ncluding  terms  thar are
polenially mere tavorable compared o st
futinng Uhind 0wy mol possess o sinii g breudih

of kuowledge sod expenence i the Held

“The logul bank, if they can provide
it woald be o

porantially low intecest rate bul e oflsots ure:

fmancing tor the sme-up

the owners will have o provide signilficant
personal puaranrees on the financing and iwene
will be very tight Gnencial covenantz on the

entity says Ko Seip, vieo president of sales
aind rssrketings for Marlap Corporation. Seip
aclds that it is not uocenion Tor bagks W role
ol starteup lmangang cotirely

Were o hank, bt oswe behove il
entiy " says Fox "l oun weeio, we 'L linanee
T percent ol the costs whaoreas o hank will
et A bank wall probably do 80 That's o big

denl because that 20 percent dell, we want

How do

— YOU know,
that they

KNOW?

Maore than 40,000 surgical technolegists and first assistants hold the answer... a LCC-ST®
certification card in their wallet. Employsrs and peers recognize the CST¥ and CST/CFA®
credential as validation of a staff's knowledge and commitment to the surgical profession.

|

1.800.707.0057

128 South Tejon Street, Suite 301 &
Colorado Springs, CO 80903 o

LOC-5T™ C5T° and CST/CFA® are federally registered trademarks owned

www.lcc-st.orn
-~ by the Liaizon Council on Certification for the Surgleal Technolagist

Homdn: Senvice No. 14

ol inday's surgf 27




e pleysicians o ase hal money o run e
hoginess”

The waditional thinking has advocated
relaming enewsh moeney m the bank W operue
foor S0 v, ot Fox mecommends five minnihe
ws oy snleguund agnst ooforeseen complhicu-
niong, snch asa delay in Medicare inspection

“From owr standpoint, we like to see a
precy sescable coguity contnbution Trom the
docros, wiich they basically give 1o them
selves)” Fua o continoes, YT goes alo then
Rank account, not my hank account, it they
don™ wse it alle it becomes o distribition
bk b them,

Finr thise Fnaking 1o peocnre A5 funding
ol uny lane, wlerest rules st be consmdesed
Ax the nabonal ecomemy begims: e show
increasing signs of life, interes rates have
baegrnint Lo Crvep up i oy wecis, cledmg
healitheare imanemy

“Historically, totes hove been generally
awet Lhe Tast hve o 1 vewrs, relabively spoak-
I R S U recently with the spiken
rofees, wusloneds e '.|I|‘-jl_‘l 1 b e Jabe pove
et Seap wdals thit custome s bave
shrsan recent interest in purchasing protection

(o vade e ises

Interest rates are also effected by nthar fac-
tors snch as msk level of the project. “Inkerest
rales, m parl compensate msk,” says Meding,

“Let’s zay a greenfield projecr has an affilia-

fon with a very substantial develooer and that

develyper melains @n i

of surgeon-members who are i highly reim-

hursahie disoiplines. That project carries with
it 4 very favouable intevest rate”

Fuoa points van that fixed rates arc not the
emly option. "The ather great alternative for
custoniess W consider &5 Nueting miles,” he
advs, Une advantape of this ;i':'T\r.'-a-.'r' 1% Aavinidd-
g pre-payment peoaities. “When you et
IU'.'-|Z‘iJikIJ]L'f||. ['h.‘ﬂii”'.-i.'} 1N THIF TSIy, It's Yo

pamtul,” he continnes

Assessing Potential

Fimanciers see o preat number of Business
plops, feasibality anulyses, profonmms, metoes
und the ke when they evalunte potential peoj
acte While these elements may comtain ai

wrry ool vala] wlermutaen, lenders sero oo on

hard practical evadence thar the project will

tibceed Realistic case volume and revenue

Torecosts wio wsually u lange part of this,
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% ﬁ& A Measwre of Leaderskip in Health Care Quality

What's better than knowing yotdre among the best in
ambulatory bealth care?

Having proof that you are.

For over 20 years, AAAHC has defined he besr in hagh-guality health care by sereing srandusds sed conducting
pocr-hased reviews appropriate to the ambulirory envirenmens, Accredizsion na il grives vo I:rnu1f|r|'|.i||.|[|'rl.-'
services, bur also Jrlm‘iJc\ the reCogiton you deserve, and the n1a,r1:,¢|'ing g,dﬂnugp rthar is casential in roday's
commpetive health care environment

AAAHC ACCREDITATION:
Prevides proof of quality services
Hekps yous idemify wavs 1o improve pesformance and inereass efficiency; and
Ciffers the benefit of pationa! rcognition.

ArTone the [y It:ltrl'H'Fﬂlﬁr.ﬂ'.lHHi the AAAHC has accredited nationwide are mhu[;]_wr:,- and office-based surgery
centers, medicel group pracrices, managed care oqpaniiations and other health care organizadons.

"B learn moee abowe AAANIC sccreditation and what it can mesa to vour erganirsiion, il 8478536060
Of Visit us af e ssshe oy

Avcredhiiztion Awncianinn
for Ambulawory Hezlth Care, Inc.

“If there is not o correlation between the
wemberstup wl the surgeres being [ore-
casted, no mattar how you ot i and how
many pieces of paper wou give s, then i
very dillicult o substanoate the projeet,” sava
Medina

“This single biggest issue el we ook al 15
this: doea that husiness plan 2l ma howe thay
are going to get paid foo those cases amd does
Lexpluim how many casesand why” aavs oy,

e every surgery cantar we have ever had
get i rooble, there's uosimple reason and s
that they erther ran oot of working capital
before they got Medicare certified, o they got
lemible vontrueds,”

Seip explans thare are specific areas of o
projected plan ot tell e st “Whcn you
cut through the busioeas plan, we look ar fiesr,
the strength of the manogement e that's
going o gy the development, e boald-
wul nnd the ongone management of the sile
itealE" he says “The secoud s oeally wlhol 1
call prove-up, Cun the lender reasomably progp-
et the cage volume and tharelfare the revenie
will b thete to Sllpport the site? I's albso
dewper o that; ol mcliades  contracts. aml

istirance. The third element 15 liquidicy, Any

-
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RIATMT-UT entiny, whather 075 4 Testaurant or a
mannfactures o a surgery center, neels o oo
lain dmount of working capital too e it
thrvaighits start-op period,” he contines

GHll alww slresses the imporiance of sohd
management and eqnity contrihofons. Yo
it to make suwre they (doctins b ure capilul-
zeal, they bave proper mansgemeant and the
proper mix of doctors: I vou've 2ol Ut stut-
ing vnl, you probably bave o model thar can
aet i deal done” ha savs

Gill explaing that o sensible and momage-
able Bleml speeialtics can make things
sagier e finaneaes, "For example, i you lad
Cilbeen ductors mod ey 're all plastie surpenns
v have a cash-hased bosimess than™s hard 10
monitor” be says "You'd like uoanudl-spe-
cralty Tocus o s can,”

Il |‘.-|'|iin!r'.||:"||'|:||' andd decision IH.'Is\.iII_L'
proscesses vy Toon oue Tooseial st lion
o another whcn ol connes (0 healthenre lend

g The coneept ol ooset of B proctices [

sbang Toiching maehl oclude o pumber o
punding principles auch as
= el i detniled timeline Tor the et
* Clise o expenenced developer
Mk contaer wath o lender marly e the

thevelnpment process
= Ensue speciulies ure lnghily roimibaraahle
= Mosarch porennal payors
« Clomrethnne euity 10 the project

The Tovud ke wnd exasireg hospials we
[agders thel warrant evaluation a8 well in terms
of potential comflict. “When we Jdo o due
diligenice vnu focilily, wi ook very hird a1 the
luen] market and vou alwavs anticipare 8 hos
patal challenging an ASCY sayve Gill, “Yuou
have to fuctur thal oo veur credi decizion.”

Scip points ont thar borrowers shonld be
prepared to answer any questions the lende
sees 11 1o ask, even i they are unexpecied. “in
mosl cases the guestions thar come from the
lender are going fo sesm pretty rationul: seme-
times ey way ool be says.

Looking Ahead

L examining some of the projects thar are
being considersd, financed and built. flnan-
ciers keep an eye oul for tends us (he indestry
s forward.

“A major trend that we're experiencing 1
joint ventures between big health systems or
el -fur-profis and  docewrs, and i0s gheout
ome,” says Fox, “That's eeally re-lndled o
whiole siew round of (development )

Crill alsn sees hinspial-phyveician joint ven
Mires s 0 growing phenomienon based on

Feovspilels" desire 1w be g part of the AST market

“That disey pol alwiivs make a deal, h

saya. (ne coild arsue that a poodly oun hspi-

tal wonld eguate tou poordy run ASC
Scip notes that emerring '_T"."-II:'-:_.' trends

exist as well “We've donea

" he says

vix the neal
erldle component of an A5 "We'ne starting
1 the moal

Yevuread of

0 tee doctors winnlitgg W do e or

eslide sidy more often,

Just renowvatis

reniing  spave

from a landlonl, pow the doctors want o he
tae Jumcdlonds

Medina paints out Ui rea] estale proce can

b prant oo o turnkey solution that may he avail
ahle trom experienced hoalthcare lenders,

AL the pnprovement

|'--'|||. b Mty Wi scil

lapcig. eginpment fnancimg. b and
hnlchng, and then 3 componeint for workins

i .1;'HI.||_ TLRATIE

fulure appears to hold  contivuig

provminse for ASC develog o (it

Creqterul by mre ophmiEb

Allhourh further lemslanve involvement s
iwaye a potential tueal, mmost prropihe wre not

Tesing sleeps ovi 1 Howsever, o ut il an 18sme

A Warmanik aon EANN

| think the |-.;?;=:. SUgovermeil regulution
wie dre vobcerned about, o anvthing,
Modicare reimbirsement.” savs Gill “There is

Al ahowt moratosiwms and wegulotion un the

.-'\El' spubce, Dot we reully don't see thar éver

happenng.

"I think we sonwet wi'Te 1o an

wdustey s purely capitalisoe in nanire angd
when things like the morstonum come up, o
certan states sav they're tuanking of preclud-

ing doctors fremm owining, 1 sends limle waves

through the bosmess” <ayd Fox: That being
aait, his outlook is stll positive. “Bused on
whiat 1 fee isday, wi're o be building
centers for & whils o come’

“We're 1"?‘1_4"1: Of swegery cenlors boing

fairly sefe for somee period of uma,” save Seip

“UGenerally speaking. we think sursery centers
ulive side. and
wie sdy nelalively safc on a federal level, from
the hiark perspect

oo closely is.on & stake level,”

are relatively safe on

ive What we are waching

d viable poten

An-abundunce of

& prositive gl o
g forward. I would

sy Lhe outlook 15 that thera i€

£ “ e
financing conditions g

eanueh money
g0 around the projects wd il 15 getling

sloviges,” savs Medina, “Because the projeces

dre geting sreonges there is going o be a o

ruanrenl I

favorable intesest 1o
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it goes a lang way in today’s world,
Help ts recognize those healthcare
professionals and savvy administrators
in the marketplace who have gone
beyand the call of duly in
bullding/administering an ASC, ar
whose care andfor patian salety

practices are outstanding.

Simply e=mail your nominee to!

kelix@vpico.com with a 76-word
descriptive as (o why your nomination
deserves to be recognized n
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