


Turn year-end cash 
management into a 
year-round process 

Cash management in your neurology practice 
should be a 12-month process, using strategies to 
manage cash flow while legally minimizing tax bur- 
dens. By budgeting carefully and monitoring rev- 
enue and expenses throughout the year, your prac- 
tice can maximize distributions to owners and other 
stakeholders and ensure sufficient cash flow for 
operations while fulfilling your minimum tax obli- 
gations, sources tell NPM. 

"You don't have to live to your budget, but you 
should have some perspective on your major line 
items," says Mandi M. Clossey, CPA, manager on 
the Health Care Team at Somerset CPAs, PC, in 
Indianapolis. Budgeting gives your practice greater 
financial freedom by preparing you to accrue for 
large annual expenses, such as malpractice insur- 
ance and pension contributions, and allowing you 
to reduce finance charges and improve cash flow. 

Here are some proven strategies to manage 
cash on a year-round basis: 

Develop a budget based on prior year 
results. Use last year's collections and expenses as a 
starting point for current year projections, factoring 
in changes that may have a noticeable effect on 
your revenues, advises Paul Weinblatt, CPA, MHA, 
CVA, president of Weinblatt & Associates, PA, in 
Towson, MD. If a senior neurologist plans to slow 
down or retire in the coming year, the impact on 
your group will be significantly different than if a 
younger physician is ramping up his or her produc- 
tivity. Also consider your leverage to negotiate 
higher commercial reimbursement and the changes 
you expect to incur on the expense side of the 
ledger -- increases in your fixed costs or acquisition 
of a major piece of equipment, for instance. Your 
budget also provides you with ammunition if your 
physicians suggest superfluous purchases that the 
practice doesn't need or can't afford. 

Revisit the budget monthly. Compare the 
budget to actual at least quarterly, examining line 
items year over year and budget to actual. Run a 
report examining budget versus actual revenues 
and expenses. Make sure your projections are on 
track and account for unexpected activities. If you 
see variations in one or more categories, drill down 
to the details. Maybe your practice received an 
unexpected payment, paid an extra bill, or added or 

dropped an anticipated project. "There are a variety 
of reasons that your actual budget can vary from 
your estimate, but you have to look for those, 
because this year's expenses serve as the basis for 
your budget going forward," Weinblatt says. 

Watch your budget trends. When you review 
income and expense against your budget, don't just 
look at one month or one year, Clossey suggests. 
Examine collections and expenses year-to-date and 
during a rolling 12-month period. "If you just look 
at this month and you don't look back at the previ- 
ous month's activity, you can develop tunnel vision 
about your practice," she warns. Tracking trends 
also can help you to spot whether you're submit- 
ting clean claims -- a huge cash management issue. 
"If you're submitting clean claims, you'll have 
fewer denials that have to be answered and resub- 
mitted, which slows down your payments and cre- 
ates huge administrative burdens," Clossey says. 

Develop cash flow projections. At a mini- 
mum, examine your practice's cash statement 
online at least once a day. However, this snapshot 
won't give you a complete picture of your cash 
flow. Generating a simple cash flow statement is an 
even better tool to help you track your cash. "Your 
cash position might look great at the beginning of 
the month, but a cash flow statement will remind 
you that you still haven't paid certain expenses," 
Clossey says. "By dumping your revenues and 
expenses into an Excel spreadsheet, you can look at 
bills that will hit at the end of the inonth and book 
those expenses early in the month so you don't 
short yourself." 

Adjust for variations in payroll periods. 
Neurology practices that pay employees biweekly -- 
as many do -- have an extra pay period two months 
a year. Every seventh year, these practices have 27 
pay periods, instead of 26. Plan appropriately 

Expect quarterly revenue variations. During 
the first quarter, most patients haven't met their 
deductibles, so you'll have to file with secondary 
insurers, adding three to four weeks to your collec- 
tions cycle. Even then, you may need to collect from 
patients. Neurology practices on a cash accounting 
system can mitigate these potential cash flow prob- 
lems. Since you need to clear out the cash by the 
end of the year, you don't want to receive a large 
check at the end of December. If you delay your 
Medicare billings for December until the end of the 
month, you'll provide starting capital in January 
and offset some of the deductibles. Medicare usual- 
ly pays clean claims in 14 to 20 days, and the claims 
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are easy to identify. 
Time the payment of certain bills. Most malpractice insurers 

allow you to pay annually, quarterly, or monthly over nine months -- 
usually without an additional charge -- or to finance your payments 
over 12 months. If you stretch malpractice payments over nine months, 
you'll have three months "free." 

Accrue cash over 12 months for large annual outlays. 
Malpractice insurance and pension or profit-sharing contributions rep- 
resent a major outlay for many neurology practices. Often, practices fail 
to set aside cash for these expenses throughout the year, forcing them to 
borrow money and pay interest on that amount over the next 12 
months, Clossey points out. To avoid that trap, take a proactive 
approach. Unless you've had a dramatic change in the number of 
employees, use current-year costs as the basis to project malpractice and 
pension or profit-sharing expenses for the next 12 months. Divide the 
amount by 12, and set that money aside each month in a separate sav- 
ings account, which will also generate a little interest. Each month, 
expense the liability on your books. You might not hit your target to the 
penny, but you'll probably have sufficient cash set aside to stay within 
$10,000 to $20,000 of the total instead of looking at a six-figure shortfall. 
This approach also can be used for practices that file quarterly taxes. 

Editor's note: Contact Clossey at 317-472-2282 or rnclossey@sornersetc- 
pas.corn and Weinblatt at 410-494-9430 or paul@weinblattassociates.conz. * 

Make patient safety a priority in your practice Weigh the costs, benefits of 
adding a neurohospitalist to your practice Should your practice participate 
in a telestroke program? Use these productivity, pay benchmarks for neu- 
rology PAS * Benchmark physician's salaries against their peers Develop 
and implement o governance model that grows with your practice 
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